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When mechanical failure delayed their Namsong River

The service is also proving indispensable to people like
diversion project in Laos, the Hazama Corporation of Japan faced  corporate executives...oil industry businessmen...truck drivers
an even bigger problem: the site was in deepest jungle, miles  away from base...government officials...anyone who needs to stay

from any reliable conventional communication facilities. in touch wherever they are.

Using Inmarsat’s direct satellite technology, the company’s What’s more, today’s satellite equipment is as portable

offices and the site were able to stay in constant contact by  as a notebook PC and the service affordable enough to use at
phone, fax and even e-mail, ensuring that spare parts were quickly  any time. So if you want to stay in contact wherever you are,
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ERHARD SCHRODER's self-promotion as
the “German Tony Blair” could prove a hos-
tage to fortune. Sclerotic Germany in the
post-Kohl era does not need a Blair. It needs
a Margaret Thatcher. Schréder is not Mr
Blair anyway. He's an opportunist tactician
who believes in very little bar his own elec-
tion; more Bill Clinton than the man with a mission who runs Britain.

September’s federal elections should mark a defining moment
for Germany, which has been declining gently on economic auto-
pilot for years. Still strong in sectors pioneered a century ago —such
as engineering, electronics and chemicals — Europe’s powerhouse
has systematically missed the boat in new, developing areas, notably
information technology and communications. But the least likely
election outcome is the one Germany most needs.

The former miracle economy now suffers from systemic weak-
nesses. High public spending and low growth have meant vast
borrowing. The cheerleader of monetary union and lecturer of lesser
nations technically missed the Maastricht 60 per cent debt to GDP
ratio by 1.3 per cent. Sunrise industries are losers; rustbelt duds the
gainers. Whoever runs Germany needs to confront this key deficiency:
the country spends 40 times more on state subsidies for agriculture,
coal and shipbuilding than on R&D in emerging technologies.

Then there is Germany’s demography, which would make any
finance minister’s heart miss a beat. In the 1870s there were 10
times more Germans under 20 than over 65; now there are equal
numbers of under 20s and over 65s. Stir in a pensions system with
the integrity of an Albanian pyramid scheme — it pays out only for
as long as people pay in—and Germany is revealed as a country fast
becoming “an old people’s home in an industrial museum”.

The compelling question for German voters is clear. Can the Social
Democrats’ new candidate for chancellor, for whom 57 per cent of
Germans say they will vote, against only 35 per cent for Mr Kohl,
galvanise Germany out of this miasma? Probably not: Mr Schroder’s
record, so far, suggests an overriding interest in political tactics, not
political ideas. He enjoys the gamble and intrigue of the greasy pole,
rather as he enjoys the company of women, Cuban cigars and rich
businessmen. He treats policy proposals like his expensive stogies,
discarding them after the pleasure of the moment is past. He is no
cynic. He is unpretentious and friendly. But he does not exude any
aura of inner drive or impress intellectually. Above all, he has no
strategy to turn Germany around.

He is a man trying to live down his political past. Having been
an anti-American pacifist firebrand in his youth, in political maturity
he is the friend of big business who goes to the opera in a private
jet. Ostensibly a man of the left, he is prepared to play on people’s
fears about immigrants and safety on the streets for political gain.
“We must not be afraid of foreign delinquents,” he cried last summer.
“There is only one thing to say to those who abuse our hospitality

in this country: get out fast!” Having encouraged tacky populismin
the state elections in Hamburg last year, he ditched it when voters
threw out the incumbent Social Democrat regardless. The man from
Lower Saxony is not one to stick to a tactic that isn't working.

On Europe he was, for a while, Germany’s leading Eurosceptic,
insisting that the Maastricht convergence criteria be met at all costs.
In private, he considers the French belief that the euro will bind Ger-
many a delusion and believes the superior weight of the German
economy will hold sway in an integrated European currency area.
But he shows little sign of wanting to jump on the bandwagon of
rising expert opposition and popular scepticism in Germany to mon-
etary union. If scepticism turned out to be a vote-winner, he might.

As premier of high-spending, high-subsidy Lower Saxony, he
spoke the language of job creation and lightening the load on busi-
ness but behaved as a dynamic corporatist, not an economic liberal.
The justification of all pragmatists is that their policies work. His
did not. Lower Saxony unemployment is two percentage points
higher than the west German average.

That is partly because Mr Schroder has
supported job-destroying measures, like
the four-day week for companies such as
Volkswagen, in which the state government
is a major shareholder and upon whose
board he sits. He was rightly criticised for
spending DM1 billion ($552m) to save an
ailing steel plant, Preussag, from “falling
into foreign hands”, a pre-election stunt.

Above all, Mr Schréder is a man of the
media, adapting his discourse to suit the
moment. His broad appeal enables him,
like Mr Blair, to reach beyond the core Social
Democrat vote. If there were ever a grand
coalition between the SPD and the CDU, Mr Schroder is, by common
consent, the SPD figure best suited to lead it. A coalition dedicated
to compromise, however, would be a recipe for rigor mortis.

To achieve reform in Britain, Mr Blair first transformed his party.
For Mr Schréder this spadework is yet to come. Unlike the British
leader, Mr Schrdder has a difficult relationship with his party. The
old lefties of the SPD dislike his constant self-promotion, Armani
ties and admiration for business folk. Mr Blair had three years before
his first election to educate his party; Mr Schrdder has only seven
months. It is too short. The party’s policy and structure remain under
the overall aegis of his unreconstructed left-wing rival, Oskar
Lafontaine. If he wants to be a truly reforming chancellor, his first
battles will be on home ground. The Kohl era may be drawing to a
close, but on present showing his most likely successor has yet to
convince that he has the ideas needed to bring Germany back to
economic health or, even if he had, the stomach to see them through.

Is Schroder a Trojan horse? pages 16-17
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Chorus of dissent

as tax harmony
gets the full Monti

ELGIUM, Italy and Portugal have

signalled that they will block a

European Union (EU) tax har-

monisation measure introduced

last week by Mario Monti, the inter-
nal market commissioner. They are seeking
to make Monti’s measure dependent on fur-
ther steps to harmonise taxation of income
from savings across member states.

The draft directive, part of a framework to
fight tax competition disincentives agreed by
EU ministers last December, will eliminate
double taxation on payments of interest and
royalties between associated companies in
different member states. Tax will be paid only
once in the country where the payments ter-
minate, lowering the administrative burden
of the paying company. Only companies with
a minimum of 25 per cent cross-sharehold-
ings will benefit.

To become law, the proposal must be
adopted unanimously by the Council of Min-
isters. Monti responded to objectors by
announcing he would come up with draft leg-
islation on a tax on income from savings before
the end of the UK presidency in June.

Britain and Luxembourg have traditionally
been opposed to higher taxes on savings, fear-
ing they could drive away foreign investors
from their thriving financial sectors.

The two governments have expressed inter-
est in a watered-down proposal by Monti
which would restrict the minimum savings
tax to non-residents or allow member states
not to levy it in exchange for communicating
information on savers to their national tax
authorities.

In a most European twist, Luc Frieden,
Luxembourg’s budget minister, recently
announced that his government would
accept the savings tax proposal “on the
condition that there will also be a draft
directive on corporate taxation”. More
headaches and drawing board sessions in
prospect for Monti.

Turkey trot

THE British presidency
of the European Union
faces potential embar-
rassment at its Euro-
pean conference on
enlargementin London
on 12 March. Turkey, in
P o 2\\“ asulk aftzr being tolc_idit

< T2l was not being consid-
M§\s{ %l ered for merr?bership,
has taken the huff. Britain has been trying
without success to persuade it to attend. But
Mesut Yilmaz, the Turkish prime minister
(pictured), has continued to refuse all over-
tures point blank.

“If we attend the European conference it
would mean accepting the discrimination
against us,” Yilmaz said. He singled out Hel-
mut Kohl, the German Chancellor, for block-
ing Turkey'’s application to join the EU and
seeking to set the EU border between Bulgaria
and Turkey.
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“The Germans continue the same strategy
as before,” Yilmaz said. “They believe in
Lebensraum. That means central and east Euro-
pean countries are of strategic importance.”

The conference will be attended by all the
EU members plus 11 applicant countries,
including Cyprus. It is intended to pave the
way for the opening of detailed negotiations.

Trailing Soros across Asia

HAVING backed out of Asia last year in
response to the tiger economies’ financial
crisis, Europe’s retail investors are now return-
ing in droves, buoyed by hopes that the
region’s worst problems are over.

Fund-flow statistics compiled by national
mutual fund associations show strong inter-
est from Britain and Germany in particular.

But Europe was not first in the field. Amer-
ican investors have been quietly snapping up
bargains since the turn of the year. They may
feel their judgment vindicated by the return
to Thailand of George Soros, the financier
accused by Malaysia's prime minister,
Mahathir Mohamad, of having sparked the
crisis by speculating heavily on the region’s
currencies.

Soros has invested $650 million in
Thailand’s Nakornthai Strip Mill and taken
astake in electronics company GSS Array
Technology.

This sporting fund

INTERNATIONAL Marketing Group (IMG),
Mark McCormack’s sports organisation, and
Chase Capital Partners have set up the world’s
first global private equity fund to invest in the
rapidly expanding sports industry.

IMG/Chase Sports Capital is expected to
raise $200 million. The partners have com-
mitted half of the cash. IMG is already active
in the European sporting industry. The tar-
gets for investments will be sports franchises
such as football clubs, car race tracks, theme
parks and sports media businesses. The fund
will focus on established businesses and tar-
get sports goods and clothing companies.

IMG, whose clients include Tiger Woods,
Pete Sampras and the Rock 'n’ Roll Hall of
Fame, owns 51 per cent of French football side
Strasbourg and is bidding to buy a control-
ling share in Hungary’s Ferencvaros.

The association with Chase Capital,
which has about $5 billion under man-
agement, is a new venture for the firm. IMG
has previously made small investments but
never participated in a large diversified
fund.

Trade winds driving Brittan

SIR Leon Brittan, the European Commission
vice-president (pictured), has to overcome
French bloodymindedness if he is to make
progress with his grand scheme for new trade
talks between the EU and the United States.

Sir Leon’s proposals for a “new transatlantic
marketplace” include a free trade area in

ITSUO INOUYE

Making faces

The head of the Statue of Liberty from Paris arrives at Tokyo's Oi pier on 5 March to be greeted
by giggling Miki Takuma, an employee of Nippon Tsuun Transport Co. The 14-tonne statue, transported
in six sections, will be set temporarily on Tokyo Bay, marking the Year of France in Japan

services, commitments to eliminate industrial
tariffs by 2010 and liberalisation of intellec-
tual property and investment. But they leave
untouched the contentious areas of agriculture
and audiovisual trade and the US restrictions
on trade with Cuba and Iran.
ay EU officials are pre-
R dicting that a renewed
push to get rid of recog-
nised obstacles to trade,
such as technical barri-
ers, could increase GDP
on both sides by one per
cent in five years.
The Commission will
o formally consider the
plans this week but already Yves-Thibault de
Silguy and Edith Cresson, the French com-
missioners, have flagged up their disquiet.
The French warn that agriculture and
audiovisual trade may be dragged into the
talks later, while at the same time argu-
ing that the talks aren't worth having unless
the contentious topics are included.
“Or maybe,” admitted one EU source,
“they just don't like Sir Leon.”

Elf's hidden deposits

THE investigation being carried out by two
judges, Eva Joly and Laurence Vichnievsky,
into the EIf Aquitaine bribery scandal in which
Roland Dumas, president of the French con-
stitutional court and former foreign minister
(from 1988 to 1993) is embroiled, sheds more
light on two embarrassing issues.

Massive cash deposits (reportedly totalling
$1.6m) were made to Dumas’ account at a
Paris bank branch between 1991 and 1992.
It seems, however, that the judges have failed
so far to link those deposits to the payment
by EIf Aquitaine of a $7.5m commission to
Christine Deviers-Joncour, Dumas’ former col-
laborator and intimate friend, for her role in
promoting the sale of frigates to Taiwan.

Inan interview published on 7 March in Le

Monde, Dumas said that the amounts of the
deposits are “exaggerated” and that he can
“justify all this money” coming from “the sale
of personal belongings which were declared
to the tax authorities, as my income declara-
tions can prove”. Dumas’ collection of artistic
masterpieces is well known.

The judges have also been told that the bud-
get that EIf — a partly state-owned company
— set aside for foreign bribes, mainly paid in
Africa, rocketed from a yearly average of $60m
to a staggering $140m when Loik Le Floch-
Prigent was the company’s president from
1989 to 1993, according to Le Monde.

Elf’s financial director at the time,
Philippe Hustache, has reportedly told the
judges that this detailed budget was pre-
sented to the general secretary of the pres-
ident’s office (equivalent to the presidential
chief of staff). “It meant for me that this
network had the republic’s approval,” said
Hustache.

Overdrawn at Crédit Lyonnais

TALKS aimed at agreeing a state rescue pack-
age for Crédit Lyonnais, the troubled French
bank, are still mired in differences between
Karel Van Miert, the EU competition com-
missioner, and Dominique Strauss-Kahn, the
French finance minister.

Brussels is insisting on a transparent pri-
vatisation of the state-owned bank before the
end of next year, prior to giving the green light
to more aid; but the French government is
stalling, seeking to retain some form of state
ownership. Van Miert is especially concerned
to secure undertakings that Crédit Lyonnais
will sell off parts of its European banking activ-
ities outside France.

The French government has a penchant
for hanging on to its influence in former
state enterprises. The flotation of Air France,
with the government insisting on retain-
ing a substantial share, is not a reassuring
precedent for Van Miert. [

RAIL PRIVATISATIONS

The great train robbery

RIVATISATION was Brit-
ain’'s gift to the world econ-
omy during the 1980s but
not all privatisations have
worked well. The chaotic
sell-off of the British rail system,
revealed last week by the UK National
Audit Office (NAO) to have lost the
taxpayer close to £700 million ($1.14
billion), is a privatisation that has still
to prove itself. European governments,
struggling to rationalise or privatise
their own tax-gobbling rail networks,
can learn from Britain's mistakes.

Privatisations don't come much
more messy than British Rail’s. The
damning NAO report on the sale of
the three rolling stock companies
(Roscos), which lease trains to priva-
tised operators, has highlighted
defects in a sale which has so far failed
passengers but made a few buyers rich
in the process. What went wrong?

By choosing to sell the whole net-
work piece by piece John Major’s Tory
government set itself a difficult task.
Which should be sold first: the track
or the trains? Why would investors be
attracted to invest in one part of the
system when success was dependent
on other parts over which that investor
has no control?

The NAO'’s review was prompted
by criticisms that the three Roscos —
Angel Train Contracts, Eversholt Leas-
ing and Porterbrook Leasing — had
been sold too cheaply. Porterbrook’s
managing director, Sandy Anderson,
pocketed £30m when he sold his stake
in the company to Stagecoach,
Britain's largest rail and bus operator,
just seven months later.

The sale of the companies was com-
pleted by the Department of Trans-
port in early 1996 for £1.8bn. The
NAO concluded that the value of their
future cash flows at that time justified
a price of £2.9bn. But the value of
gross proceeds of the sale — including
sale proceeds, risks transferred and
possible tax receipts — turned out to
be £2.2bn, a £700m shortfall.

The deficit reflected the govern-
ment’s political need for an early sale.
The identity of potential customers to
lease the trains was unknown to bid-
ders. There was no certainty that the
privatisation programme would be
completed at all. But it was essential
that a successful sale of the Roscos

YOURE FRENCH !
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was safely under its belt for the
government to press on with the next
phase: privatisation of the infrastruc-
ture provider, Railtrack.

Financiers involved in the sell-off
say originally that there was a wide
spread of bids for the Roscos, which
all fell away because of political uncer-
tainty. The Labour opposition’s insis-
tence that it would renationalise was
discounted as far as British investors
were concerned but sent international
interest running for the hills. British
lesson N°1: selling in a certain politi-
cal climate is essential if maximum
value is to be realised.

The British government could have
guarded against the possibility of
undervaluation but did not. The polit-
ical risk which depressed the sale price
could have been offset by the simple
inclusion of a clawback provision,
agreeing the acceptable level of profit

approach has been to divide state-
owned rail companies’ activities into
discrete groups for accounting pur-
poses. France, the Netherlands,
Sweden, Switzerland and Germany
have all split their infrastructure and
operations into separate companies,
just as Britain did, but all remain under
state control.

There has been a benevolent con-
sequence. Commercialisation has
made it into the vocabulary of some
finance directors and several net-
works. Société Générale des Chemins
de Fer (SNCF), Société Générale des
Chemins de Fer Belges (SNCB) and
Osterreichische Bundesbahnen (OBB)
in particular are now avid users of tax-
advantageous crossborder leasing
structures to finance rolling stock.

In Germany, Deutsche Bahn is about
to embark on the second stage of a
major restructuring, involving the

ON TRACK FOR A SELL-O0OFF

SLOWCOACHES
France -
The Netherlands
Sweden
Switzerland
Germany

ROLLING STOCK

-

MAINLINE EXPRESS?

Société Générale des Chemins de Fer (SNCF, France)
Société Générale des Chemins de Fer Belge (SNCB, Belgium)
Osterreichische Bundesbahnen (0BB, Austria)

Nederlandse Spoorwegen (NS, the Netherlands)

on early resale. But that would have
put off management-led venture cap-
ital bids, just the type of bidders that
eventually won the deals. The even-
tual shortlist included just four; not
exactly healthy competition for three
sales. The spread of prices was wide:
the Nomura/Babcock & Brown con-
sortium ended up paying £100m more
for Angel Train Contracts than any-
one else. The government failed to
realise it was conducting a trade sale,
not an auction. With few bidders, neg-
otiations should have been tougher.
Does mainland Europe need to
learn from Britain's flawed example?
With a couple of exceptions, progress
towards rail privatisation outside the
UK has been slow. So far, the common

disincorporation of five separate
public limited companies to make
them more accountable.

The Dutch government has, how-
ever, taken the plunge and has been
speaking openly about the potential
of an initial public offering (IPO) for
its rail operator, Nederlandse Spoor-
wegen (NS). They will not be follow-
ing the British model, seeing risks in
selling off the network bit by bit. An
IPO in the order of Nfl4.5bn ($2.18bn)
could get the green light as early as
this year.

Remember the British headache
over valuing assets. Are assets real?
How certain is potential demand and
how transferable are assets? This has
long been a problem in Europe, where
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gauges and track differ from country
to country. It has also prevented the
development of pan-European rolling
stock leasing (although pan-European
leasing of freight and high-speed
equipment is feasible).

The British Roscos, so far utterly
dependent on the UK market for
growth, could provide a catalyst for
change. Stagecoach Holdings, which
bought Porterbrook Leasing in 1997,
believes railway leasing companies
are the key to facilitating railway ten-
dering in Europe.

The Netherlands could be the first
market. As part of its sell-off plans, NS
has put some unprofitable regional
routes up for tender. But bidders for
the Dutch lines face the same prob-
lem as did those in Britain: the ten-
ders will run for 10 years to 15 years,
far shorter than the lifetime of the
rolling stock. They have two options:
lease or pass over rolling stock and
personnel to the new concession on
expiration of the franchise.

In Britain, Great North Eastern Rail-
ways (GNER), accused by passengers
of running too few trains, has com-
plained that it cannot invest in more
rolling stock as it needs a longer fran-
chise to recoup its investment. The UK
government responded by saying rail
operators had to shoulder risks if they
wanted to reap rewards.

The extent to which the rail net-
works have control over their infra-
structure is important. It will be
interesting to compare the appetite
for the Dutch franchises, where
responsibility for infrastructure main-
tenance will rest with the state, with
Britain's experience of privatised Rail-
track, now being accused of failing to
meet investment targets.

In choosing to sell British Rail in the
way that it did, the UK government
cut corners. In an uncertain climate,
making part of the price contingent
on success is a normal provision in
selling acompany. The creaking struc-
ture of British Rail was high-risk but
privatisation has proved a runaway
success for a few. Sharing the risk of
loss or reward would have been sen-
sible. While it provides an important
template for other European networks
not to follow, it could put off some
altogether.

LOUISE BOWMAN
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Can banks
handle it?

AS public debate over a
single currency focuses on
politics, the cost implica-
tions of processing and
authenticating euros is
being ignored.

CeBIT, Europe’s largest
information technology
show, which opens in
Hannover on 19 March
and is to be featured in a
16-page supplement in The
European next week, will
heighten public awareness
of increased costs for cash
handling centres, esti-
mated at 130 per cent over
present levels.

The figure, calculated by
the banknote processing
company, De La Rue, will
add to already significant
costs of handling cash. In
France, Germany and
Spain, these run at DM15
billion ($7bn), Ffr35bn
($5.7bn) and Pts200bn
($1.2bn). The extra costs
arise from slower deposit
processing,  separate
national currency handling
and the need to change
bulk cash sorting activities.

In bank branches costs
will rise by 85 per cent
because of the need to
process euros and old nat-
ional currencies together.

The problem will be
made worse unless mem-
ber states quickly decide
on a set of common rules
for each “national” euro.
While there has been much
conflated debate over the
design of the euro, no one
has focused on the more
important issue: how it
will work.

Each state has different
authentication features,
aimed at cutting out fraud.
Notes will circulate freely
across national borders.
Unless these features are
common, either “national”
euros will have to be repa-
triated or processing
equipment replicated to
handle all types.

Member states have dif-
ferent views about accept-
able note quality and how
to share out the costs of
distribution among com-
mercial and central banks.

In the run-up to the
introduction of the single
currency, it was presumed
that increased use of credit
cards would lessen the
impact of increased cash
handling costs. But cash is
still king. Latest available
figures for 1996 show that
in Britain cash was used
for 81 per cent of personal
purchases.
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For years, Europeans were among

the world’s most cautious investors; now theyve
caught the fever for shares. Will it end in tears?

MAD FOR

EQUITIES

Rupert Wright
ITH HIS white, thin-
ning hair and gnome-
like features, Everardo
Della Noce was an
unlikely candidate for
television stardom — until he started
presenting live lunchtime reports for
Canale Cingue, the Italian TV station,
on the action at the Milan borsa. Each
day the camera would pan over a
typical Italian piazza to reveal Ever-
ardo, microphone in hand. He would
describe the square, its fountain, the
statues and the parish church; then,
with his viewers sitting comfortably,
he would launch into an analysis of
Italy’s stockmarket.

At first, few Italians noticed. Then
as the nation’s stockmarket started to
boom, viewers became spellbound.
Crowds gathered in the square
straining for every word of Everardo’s
financial sermon. Words like bond,
equity and Mibtel are now part of the
popular culture.

Italy is not unique. Across Europe,
investors have caught equity fever.
They have not yet reached the infat-
uation with stockmarkets of their
American cousins, where even high-
school pupils are forming investment
clubs, but there is no doubt that a
seismic shift is under way as European
punters abandon traditional savings
vehicles for the romance and glamour
of shares.

With sentiment fuelled by the wave
of privatisations across the continent
(the beneficial result of Maastricht-
inspired national debt reduction in
preparation for the introduction of the
single currency), there are plenty of
offerings of brand-name shares to go
around. No wonder that CNBC, which
has ridden the crest of the American
equities boom, is now beefing up its
European coverage, even launching
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its own European “money honey” —
although the serious business jour-
nalist, Jo Sheldon, who covers high
finance like a rolling news story, may
not entirely appreciate the tag.

Sheldon may not yet match the
fevered intensity of CNBC’s original
New York money honey, Maria
Bartiramo, who reports live from the
floor of the New York Stock Exchange,
and who is said to be able to move
markets upwards when she wears a
red dress. But Sheldon is nonetheless
at the focal point of a huge shift in
European attitudes towards investing,
as the money markets meet show-
business to create a popular culture
obsessed with the movements of
stocks and shares.

Sheldon gets mail from fans across
Europe. “I get letters from people who
want a signed picture — and a share
tip!” she laughs, before going on air
from CNBC's studios in London. CNBC
Europe is not yet as central to the
European media as its American par-
ent in its own home market, but it's
getting there. It might help, she mused,
if there were a physical trading floor
where she could report live, but
Europe’s mainly electronic exchanges
remove the possibility of such a
dramatic backdrop. Nevertheless, she
says, everyone at CNBC Europe
believes that they are at the beginning
of a fast-paced and thrilling ride.

There is plenty of room to grow. In
America, nearly half of all adults own
shares either directly or in mutual
funds. In Europe, the numbers are
lower. In Germany, the figure is six per
cent, in France 16 per centand in Brit-
ain, 25 per cent. Including money held
for them in pension funds, Britons
now have more money invested in the
stockmarket than in their homes —a
startling turnabout for a nation that
has always been obsessed with
owning bricks and mortar.

Joe Sixpack saved Wall Street last
autumn when it took a nosedive
because small investors stayed in the
market; his European counterpart is
not yet so powerful, but the structural
pieces are being put in place to
cultivate the European private investor
as never before.

American brokerage houses such
as Charles Schwab and Merrill Lynch,
with their powerful experience in the
retail end of share dealing, are among
many US firms planning to boost their
European networks. That means more
marketing, more hype and punters
joining the new equities rush. “You
bet we have a strategy,” says a Schwab
manager —before adding hastily: “But
we're not telling you.”

Others are targeting the Internet,
where online dealing is already avail-
able. Hillary Davis, a former Barings
fund manager who has written a book
about the share market, forecasts that
this form of trading could become the
biggest of all. “When you wake up for
the baby in the middle of the night
you will be able to trade a few shares
before going back to bed,” she
predicts.

Technology allows everyone to be
their own stockbroker in the comfort
of their drawing room. “The push by
stock exchanges to gain market share
by linking, merging and cutting costs
by going electronic will result in an
electronic web with a myriad options
onwhere and at what price to buy and
sell,” she says.

The basic ingredients of such a
system are already emerging on the
Internet. Institutional investors and
traders have Reuters and Bloomberg
screens at their fingertips with
analytics, breaking news and infor-
mation; the private investor can surf
bloomberg.com or reuters.com for
their own news, financial information
and market quotes. Day by day new
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sites pop up, stimulating interest and
educating the private investor. Invest-
orama offers share prices and com-
pany profiles from around Europe.
The Financial Site and TeleServe spe-
cialise in German markets. Type
Helsinki Stock Exchange into your
search engine, or New York Stock
Exchange, or Chicago Mercantile
Exchange, or Nasdag, Paris Stock
Exchange or Bank of England, and the
information pours down the tele-
phone line and on to your computer
screen. Click Easdaq to see prices on
stocks of small European companies.

Click tradershaven for listings by
country of stock exchanges around
the world to access quotes and
information on companies. Click risk
view.com, where you can calculate the
value and risk of almost any portfolio
you can put together.

Newspapers are getting in on the
act too. The Wall Street Journal is
increasing its European coverage and
Italy’s financial daily 1l Sole 24 Ore’s
print run reached a record 410,000
copies in February, 30,000 up on the
corresponding figure a year ago. Ordi-
nary dailies are publishing financial
supplements to compete. In the busi-
ness heart of Rome, Italy’s political
capital, groups of pedestrians ner-
vously watch the screens behind the
glass facade of the big bank branches
showing the latest stockmarket prices.

The scenes are being repeated
across Europe. This year it has been
all good news: European markets are
up more than 12 per cent in dollar
terms. Spanish investors are aban-
doning bond issues and bank deposits
and turning to the stockmarket. The
black peseta — hot money which has
never been taxed — has emerged from
under mattresses. There is standing
room only in Renta 4's Madrid share
shop. Old men in suits, casually
dressed youngsters and Madrid house-
wives are peering intently at the bank
of screens carrying information
directly from the bolsa, the Madrid
stock exchange.

At the share shop, orders to buy and
sell shares are passed to two brokers
at the back of the room. Mature
investors with years of stock exchange
experience rub shoulders with new
investors, many of them representa-
tives of small investment and student
clubs convinced they can do better
than the professional fund managers.
They swap stories of investments in
stocks such as TelePizza, which has
multiplied its stock value by more than
eight times since November 1996. The
firm may not make the best pizza in
Spain but it is delivering investors the
toppings they want.

Even the most conservative Euro-
peans are bending to the new enthu-
siasm. Germans once avoided the
stockmarket like the plague, stuffing
their money in boring but safe savings
accounts. Not any more: they are now
looking for higher yields because
bonds and fixed-rate accounts are not
paying out enough. The hype sur-
rounding the privatisation of Deutsche
Telekom helped. Now pensioners and
hausfraus follow the market almost
as devotedly as the professionals in
Frankfurt. France Telecom’s share-
owners’ club has more than one mil-
lion members. They invested in the
country'’s telephone company when
it was floated on 20 October 1997.
Their initial investment of around

Ffr200 ($33) per share has grown to
Ffr294.

Even in Belgium, the home of the
Belgian dentist — the traditional nick-
name given to a European investor
who bought government fixed-income
bonds - share fever has taken hold.
On the Bourse de Bruxelles turnover
has doubled in the past five years.
With record low interest rates and a
seriously depressed property market,
people know they cannot get a 10 per
cent return risk free.

But is the market oversold? Have
Europeans, so long steady and safe
investors, caught a dose of equity mad-
ness that will lead to a nasty crash?
Perhaps. Wall Street is overvalued by
many yardsticks; if it tumbles then
European markets are certain to fol-
low. Asian flu could still lead to a nasty
worldwide epidemic. But despite the
terrific gains, equity investors in
Europe look set for a historic return
on their investment.

They should sit tight, despite the
growing temptation to cash in their
chips with a healthy profit. “Struc-
turally Europe is at the beginning of
a bull market that could run for five
years,” says Peter Oppenheimer, Euro-
pean strategist at HSBC James Capel.
“There is always a short-term risk but
conditions could not look brighter.”
Reuters, without much evidence, has
forecast that the value of European
equity markets could triple by 2005.
Even if they are wrong, and it merely
doubles, then investors are in for an
exciting ride.

Richard Davidson, European equi-
ties strategist at Morgan Stanley,
thinks European markets still have
plenty of upside left. “We're very keen
on Italy and Spain, then France and
Britain,” he says. “But we don’t see so
much upside in Germany, Switzerland
or the Netherlands.”

Ironically, the European stock-
market boom was ignited, entirely
unintentionally, by the Maastricht
Treaty. By setting convergence crite-
ria for single currency membership
that demanded big reductions in
national debt, governments were left
with no alternative but to launch a
round of privatisations of some of the
best-known companies in Europe. The
irony is that the woman who taught
them how to do this was none other
than the great Eurosceptic, Margaret
Thatcher, whose privatisation of much
of British industry a decade earlier
turned out to be key to Britain's
subsequent economic revival.

The privatisations have spawned
the intrusion of share markets into
mass media. The British showed it was
not possible to float giant companies
without large-scale marketing cam-
paigns to prepare the potential buy-
ers. The epitome of this was Sid, the
mysterious character who featured in
advertising agency Young & Rubicam’s
brilliant campaign in support of the
privatisation of British Gas in 1986.

The British also pioneered the use
of perks and discounts, offering extra
goodies to those who put their cash
into the sale of the best of British:
British Telecom, British Gas, British
Petroleum, even British Steel. Where
Britain led, Europe somewhat reluc-
tantly followed, until everyone
involved discovered that privatisations
were popular, profitable, vote-winning
and fun. Although there were protests

continued on page 10
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from left-wing politicians at the sale
of national assets, nationalised
decades earlier, and not all the pri-
vatisations have gone off smoothly
(Britain’s railway privatisation has
derailed badly), many of the sell-offs
have become symbolic of the new atti-
tude towards equities on the part of
Europeans.

In Germany Deutsche Telekom
caught the imagination of the public,
and the issue was massively over-
subscribed. In Italy more than 1.5 mil-
lion Italians bought shares in the
flotation of Telecom Italia last Octo-
ber, earning themselves the nickname
of the “Telecom people”.

The supply of government assets to
the market is running thinner now;
but there are other political impera-
tives that will fuel a continuing
demand for shares, especially in Italy.
Not only do governments want to
reduce their borrowing; they are also
beginning to realise some of their
future liabilities.

With falling population growth and
increasing longevity, most countries
know they face a pensions timebomb
(see table). In most of Europe pay-as-
you-go state pension schemes are the
rule, so the problem is dire. This just
adds further fuel to the equities
dynamic.

Shifting responsibility for pension
provision from the state to the indi-
vidual has released a great wall of
money. The fund managers have
rushed in with products. At the end
of last year there were more than 100
applications to set up new funds in
Italy and the first private pension fund
will be launched this year. This will
be good for shares: private pension
funds invest a large proportion of their
assets in equity markets. They have
little choice; the risks of not investing
can be greater than riding the market.

The experience of Tony Dye, head
of PDFM, UBS'’s investment business,
is a salutary lesson for any fund man-
ager who tries to buck the market.
PDFM has traded much of its equity
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Bull market: the
proportion of money
going into stockmarkets
is rising; managers are
spending less on capital
goods and more on capital
markets. As in America,
the markets are becoming
an adjunct of the
entertainment industry:
CNBC Europe (right, top);
Canale Cinque (right,
middle); Wall Street's
fast-talking ‘money
honey’ (right, bottom)

If Britain
joins the
euro, the
markets
could go
topless

1998
Source: Micropal

holdings for cash, sitting tight in
expectation of a stockmarket crash.
Dye has already had a long wait,
holding cash for the past two years
while most fund managers have made
millions from booming stockmarkets.

Dye looked smug for about aday in
August when the bull market faltered
in the wake of the Asian crisis. It did
not last: Dye’s fund, which was hold-
ing $7bn in cash, was one of the worst
performers last year, while other fund
managers profited from equity appre-
ciations beyond their wildest dreams.
Dye shows no signs of repentance, nor
does he suggest that he is about to
change his strategy.

“Although at times such as these
people find it almost impossible to
imagine anything nastier than a small
correction, the degree of overvaluation
makes the market a very dangerous
place,” said Dye. “Unfortunately, econ-
omic history does not throw up any
evidence of small corrections after bull
markets of this size and the warning
lights are flashing red.” Dye forgot the
old stockmarket motto that “the trend
is your friend”. The joke on the street
is that the bear market will start the
day that Dye is fired for his bearish
stance.

Along with pension funds, mutual
funds are piling into European equi-
ties. In Italy and Spain alone they have
more than doubled their exposure in
the past 12 months. In the Bundes-
bank’s February report, net investment
in domestic stock mutual funds was
up 2,000 per cent, year on year, to
DM21.5bn ($11.8bn). This looks as
though it can only get still bigger. After
the introduction of the euro in Janu-
ary 1999 funds tracking euro-denom-
inated shares are certain to be
launched and there are already half a
dozen euro-denominated share
indexes competing to be a benchmark
(including our own European 500 —
see markets pages).

The most advanced share market
in Europe remains in Britain. Pensions
were partly privatised in the 1980s.
Their need to invest is now the main
fuel for the growth of the British stock-
market. In addition, the demutuali-
sation of most building societies (the
equivalent of America’s savings and
loans) injected further cash into the
market.

By contrast, fund managers in
Europe face constraints on where they
can place funds. For example, Ger-
man pension fund managers can place
only a maximum of 36 per cent of
their portfolios in equities, including
30 per cent in German stocks. The lim-
its are there because of currency risk.
This will change with monetary union.

While it looks like being a fiesta for
investors in European stocks, if Britain
joins the euro the markets could
potentially go topless. Britain holds
80 per cent of all European pension
funds. Its exposure to foreign stocks
is limited to 20 per cent of its hold-
ings, with less than five per cent
invested in Europe. Thiswould change
dramatically, with more than 20 per
cent of funds needing to be invested
in Europe alone.

Anyone who thinks that money will
flow endlessly into the stockmarket
and fuel the prices is in danger of a
short, sharp and very painful cold
shower. Investors, particularly cross-
border, are notoriously risk averse. If

continued on page 12
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a government sends the wrong mes-
sage to the market they will be
punished by a withdrawal of funds.

But most European governments—
with the exception of France — and
many of its largest companies have
learnt the importance of trying to
please domestic and foreign investors.
German companies, for example, have
restructured their product lines and
their staff. Volkswagen, which once
built 20 different car designs, has
streamlined down to four. From 1996
to 1997 its earnings doubled.

Partly to accommodate economic
and monetary union, the Bundesbank
allowed the mark to devalue last year
by about 20 per cent to the dollar. With
the market now discounting any
delays to monetary union, Europe is
heading for a unified capital and sav-
ings market with a single corporate
bond market. There is already a wave
of mergers and joint ventures between
stockmarkets — each trying to estab-
lish the benchmark European index.
Eventually there could be just one
stock exchange for Europe.

The worldwide bull market in asset
markets is now in nervous territory.
History suggests that it could go quite
a but further; but bull markets do end.
Are we heading for a correction or a
crash? Bad news for the economy can
be good news for stockmarkets. The
US bull run of the 1990s was sparked
by the collapse of the savings and loan
movement, which drove private sav-
ing into the mutual funds. Europe’s
boom has been helped by a fiscal
squeeze which kept economies flat.

The brief fit of nerves which came
over European equity markets last
week, after many of them achieved
record highs, says it all: confidence is
getting stretched. The optimists talk
of the wall of money which will soon
push prices up again; the pessimists
says that the world economy is now
soft, after the Asian collapse, while
prices are still discounting impossible
future returns.

Both are right. All the main finan-
cial markets remain highly liquid.
Prices tend to rise on news of econ-
omic weakness. The suggestion of
lower interest rates is typical of a
money-driven market. Tight trading
conditions and cheap credit are com-
bining to inspire a wave of mergers
which is inflating values further.

We are now in the land of sentiment
and speculation. Contrarians argue
that market gloom argues for a bull
run. Gloom means that investment
managers pile up cash which they are
reluctant to commit; but they tend to
buy on any weakness, so that correc-
tions are short and moderate. Over-
optimism is the danger sign: then
there is no loose cash to check a price
correction.

If this psychological argument looks
a bit less than bulletproof, watch the
flow of funds. Gordon Pepper, the
influential bond analyst, argued in his
book Money, Credit and Asset Prices
that weak business confidence must
drive asset prices up. Equity prices
routinely peak at the bottom of a reces-
sion. Bad news of the real world is
good news for markets.

Pepper explains this apparent para-
dox through the flow of funds. Com-
panies doubtful of the future cut back
their capital spending. Instead of tak-
ing funds out of the market to finance
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expansion, the standard stock
exchange legend, they tend to feed it
into the market via bids, buying and
distribution of capital; the supply of
securities shrinks, the money seeking
investment (portfolio investment, not
capital formation, is what economists
mean by investment) goes up. Thisis
the wall of money driving up prices.
In Spain, for example, as the bolsa
goes higher and higher it attracts more
money, which inturn drives it higher.
This explains why the Madrid
exchange has enjoyed a hectic rise
over the past four months, with only
brief rests for profit-taking. Records
are broken almost daily. Daily volume
is larger than the total market volume

ADVERTISING ARCHIVE

in the two years from 1985-86. The
bull arguments are powerful: the wall
of money seems likely to roll on. But
all bull markets end by getting too
high; then comes a correction, fol-
lowed by a market pause while real-
ity catches up. Or a crash, which can
lead to an economic depression (and
may well occur in the Asian tiger
economies).

Which climax s likely in Europe? A
study of crashes suggests that only
one factor really matters. Where a cor-
rection leaves the banking system
intact, itis self-checking; but where it
threatens the banks themselves, as in
America in 1929, Japan in 1990, or
Asia now, the results are grave. Despite
Asian flu, the European banking scene
still looks pretty solid. A correction is
the likeliest bet. The question is:
when? It could be next week. It is
more likely to happen later rather than
sooner, when the European market
will be at levels undreamed of today.
And when it does, there will be plenty
ready to start buying it up, all over
again. It beats gambling on horses or
blackjack. The stockmarket as a
casino? Faites vos jeux. |
Contributing to this report: Melanie
Bien, Doug Cameron and Anthony
Harris in London; Chris Endean in
Rome; Giles Tremlett in Madrid; and
Eric Culp in Frankfurt

BVD CHARLEMAGNE

FRANZ FISCHLER, European com-
missioner and part-time pig-breeder,
showed scant respect for MEPs when
he appeared before the European
Parliament’s agriculture committee.

Mr Fischler, who will next week
table proposals for reform of the
Common Agricultural Policy, urged
Parliament not to delay publishing its
own opinion on CAP reform, prompt-
ing the Belgian MEP Jos Happart to
ask: “How much account will you take
of our opinion given that in the past
you have rejected around 80 per cent
of it?” The blunt-speaking Austrian
commissioner said the answer was “to
be found in the treaty”, meaning that
the Commission had no obligation to
consider Parliament’s demands.

Such realpolitik stung Mr Happart
to request a debate in Parliament on
Mr Fischler’s “arrogant, ridiculous,
and irresponsible attitude” towards
MEPs. “Given the cost of a commis-
sioner,” he says, “he should attend at
least a quarter of our committee
meetings”; that is, four hours every
fortnight. Non-cooperation, he
warned, should lead to a committee
of inquiry such as the one on BSE set
up by Parliament in 1996.

According to a spokesman for Mr
Fischler, quality of time is more impor-
tant than quantity. “It would be diffi-
cult for him to stand before the
committee that long given all the
demands on his time.”

Mr Fischler was not available for
comment; as he was honouring one
of those demands. He was attending
the launch of the most highly
flavoured train ever to steam out of a
Brussels station: a Commission-
sponsored showcase for 480 regional
delicacies whose names have been
granted special protection by the
Union. Who could blame Mr Fischler
for preferring the taste of the Merville
potato, the Jambon d’Ardenne, and the
pink garlic of Lautrec, to the company
of MEPs?

Where there's muck

ABRASS band from Britain played in
the Grand’ Place of Brussels last week,
the gift of a business delegation from
London.

The London branch of the Confed-
eration of British Industry (CBI)
organised the mission to promote
“London and the UK’s presidency of
the European Union”.

The three-day mission included
meetings with three European com-
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missioners, a visit to the European
Parliament and a gala dinner to allow
the Lord Mayor of London to dress in
all his finery.

The subtext to all this is that the City
of London is terrified of losing ground
to its European competitors while
Britain stays out of economic and
monetary union. So the delegation’s
message was that though London
shops may not accept euros, the city’s
financial institutions will be more than
happy to trade them.

Michael Frye, the CBI London direc-
tor and leader of the mission, argued:
“The needs of our capital must be
taken fully into account in the EU’s
decision-making process,” while
knowing full well that the UK will be
sidelined by the decisions on 1-3 May
on which countries join the euro.

Yet, though London finds itself out
of step and out of tune with the rest
of Europe, the band plays on.

Berlaymont country

DO EUROPEAN institutions damage
your health? “No,” says Brussels
burgomaster Francois-Xavier de
Donea in a probably vain attempt to
reassure his fellow “Bruxellois”. Mr de
Donea last week presented the results
of an investigation into reports that
asbestos had leaked into the city’s
atmosphere from the Commission’s
former headquarters.

The monumental, star-shaped
Berlaymont, built in the 1960s, was
shut down in 1995 when it was found
to be asbestos-ridden.

A huge project to take out the toxic
material was begun. It was interrupted
in October last year amid rumours
that the work was being mismanaged
and that asbestos had been allowed
to escape into the Brussels atmosphere
or to contaminate already cleaned
areas.

After four years of cleaning at a total
cost of $536m the Berlaymontisstill
sealed in a white plastic sheeting
reminiscent of Christo’s wrapping of
the Berlin Reichstag in 1995.

But the mayor announced that
pollution levels recorded around the
building in November were negligible
and an exhibition has opened on the
site, supposedly to demonstrate its
safety.

Legal proceedings have begun over
the botched clean-up but no one
knows how much asbestos escaped
between 1996 and 1997. Berlaymont
2000, the company overseeing the
renovation programme, estimates that
last year’s recontamination of the
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building has added $13.4 million to
the overall bill, excluding sums paid
to various consultants for monitoring
pollution.

Four-wheeled wealth

A SNAPSHOT of economic activity in
central Europe arrives from the Euro-
pean Commission’s statistical office.
The registration of new cars is one of
the indicators collected by Eurostat
from nine central European countries,
though not from Poland.

More than a third of the 373,200
passenger cars registered in the first
half of 1997 were in the Czech Repub-
lic (119,800), with a further 62,900
registered in the third quarter.

Lithuania was second, with 94,200
in the first half of 1997, compared with
186,900 in the whole of 1996. Lowest
was Romania, with 7,500.

Comparing the first halves of 1996
and 1997, registrations declined in
Bulgaria, Estonia and Hungary but
rose in Latvia, Lithuania and Slovenia.

Eurostat does not have complete
figures for Albania, where private cars
were banned until the communists’
downfall. The motor trade declined
there because of the civil unrest in
early 1997, but there are no figures
for how many cars were set on fire.

The piper calls the tune

A LONG-AWAITED exhibition opened
in Brussels last week of the works of
René Magritte, the surrealist painter.

The king and queen of Belgium
were early visitors at the Museum of
Fine Art to admire more than 250 of
the Belgian artist’s paintings and 100
other works. The retrospective marks
the centenary of Magritte’s birth.

Still to come for Magritte fans is the
new Bfr500 banknote, to be issued by
the Belgian National Bank within the
next few weeks. The note will com-
memorate Magritte but the national
mint refused last week to disclose
details of exactly how the note will
capture the qualities of Surrealism
epitomised in the artist's most famous
work, “This is not a pipe”; so as to
make Belgian shopkeepers exclaim,
perhaps: “This is not a banknote. Itis
afish!”

The Magritte note will be the last
new currency issued by the mint
before it produces the Belgian version
of the euro, which will no doubt be
labelled post-surreal.

Athens shows its marbles

WHEN the coins of the euro currency

Franz
Fischler's
‘arrogant,
ridiculous
and
irresponsible
attitude’
stung MEPs
into attack

are issued by the various national
mints on 1 January 2002, they will
feature acommon side, symbolising
Europe’s unity, and a national side,
highlighting national specificities.

Italians have thus elected the
Colosseum to represent their coun-
try on the future five cent coins.
Although Greece stands no chance
of joining monetary union in the first
wave, a Greek MEP, Alexandros
Alavanos, is confident that his coun-
try will be admitted later. So he is
proposing that the Greek euro coins
feature the Parthenon on their
national side.

But Mr Alavanos proposes that the
Parthenon should be represented
with the addition of the frieze of
sculptures currently displayed in the
British Museum in London. The
request sent to the Greek culture and
economics ministers and to the
governor of the Greek central bank
states that “this monument has been
mutilated; it must be restored to its
original shape through the restitution
of all its fragments”.

The architects of the euro may not
have foreseen that symbols of Euro-
pean disunity could adorn the flip
side of monetary union.

Time, gentlemen, please

PROPOSALS are still awaited from
the European Commission on a draft
directive to govern the late payment
of bills, which would introduce
mutual recognition of member states’
institutions for recovering debts.

It would also harmonise the stan-
dard payment periods setting them
at 21 days for private sector trans-
actions, if not otherwise stated in a
written contract. For public contracts,
payment periods should not exceed
60 days and would be shortened to
21 days if not agreed otherwise. The
draft directive also proposes a com-
pensation system for late payments.

Though businesses might wel-
come these proposals, they will have
to wait for them. The matter was to
go before the Commission on 4
March, but the legal department has
asked for more time.
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lead to an international protectorate.
But Rugova’s delicate balancing act Sarajevo
has now collapsed.

Far from restoring the basic rights
which he took away from Kosovo in BOSNIA-

SERBIA

C . t . ground until recently was due to a suc-
I | I | I ™ & , b i ot b v —_— = cessful containment policy bythe | WORST CASE
K o s o V o B O C i/ o ﬁ‘ +¢f¢¢3@?{.¢{ *r 1"-;,},1_1 '-i "ﬂfll! ',i--.f i : West, abetted by Berisha in Tirana,
. J o v ’ J I L ey . F & who, with American backing, sup-
between Albanlans and - - ’ : * " 4 "‘]': ol - r': .. p S i { | J'J:g ported the more moderate Kosovar BALKﬁyNI(!IA?QI;IT ¥ ARE Y
i ’ ’ M i = ¥ N - = an W eaders.
. J I i &f oy Ty Much of the uneasy peace in Kosovo \
- : ! had been due to the influence of
Serbs threatens wider war * R o e /
; ian majority party, the Kosovo Demo- > VOJVYODINA ROMANIA
. . cratic League (LDK), who has tried to (4
hold the line on non-violent resistance ;e
while waiting for the international L 0 2
community to press Belgrade into v Bel ;
negotiations which he hoped would @ elgrad

1989 when he abolished its auton- \
omous status, Milosevic now seems HERZEGO BULGARIA
set on a brutal clampdown, if not an OSofia

outright campaign of “ethnic cleans- = ’ St

ing”. As a result the UCK has been Q@ Pristina
gaining support at the expense of the KOSOVO. ;
traditional political leaders; Albania’s
border with Kosovo crumbled with ! ’Q Skopje
Berisha's demise, unleashing an influx

of weapons looted in the anarchy that Adriatic - ,‘FY ROM
swept the country last year.

“The Kosovo Liberation Army is Sea
growing wings,” said Adem Demaci, Tiraha O

head of the Kosovo Parliamentary
Party (PPK), which insists that it
opposes violence. But he added: “The ITALY ALBANIA @
Albanian masses are mobilising.” =

The coming together of the No= \1 =

demands for autonomy of the Kosovo

majority and a renascent national

expansionism in Albania ought to be ( GREECE '\,
Milosevic’s nightmare. The risk is that . A Aegean
he might see it as an opportunity: to ' - -
settle the problem once and for all. Sea
Western analysts believe renewed — - oy \ ~
sanctions against Yugoslavia would ~ -"-—fh Athens
wreck the remnants of the state’s crip- \ - N )
pled economy:. It would certainly fire . \) \) \\J
J the ambition for secession already Mediterranean Sea \
smouldering in Montenegro, where - \‘ -~
DARKOVOJNOVIC president Milo Djukanovic, elected in
lan Mather and Peter Millar attempts to deal with the tragedy there Avenging eagles: Kosovo too late and they become big ones. nation’s flag —the interior and defence and the Albanians in the southern spite of Milosevic’s determined oppo- °
""""""""""""""""""""""""""""""""" has again become apparent. Albanians bury their Even the reinforcement of sanctions  ministers put the country’s ramshackle province of Kosovo, regarded by Serbs  sition, is already complaining of being The dO Om S d a S C en arl()
HEY will all suddenly The greatest embarrassment was dead draped in the against the rump Yugoslavia — com- army on the alert along the moun- as the cradle of their civilisation even  tarred with the same brush. y
move, and that willbethe  reserved for Robin Cook, the British ancient flag that prising only Serbia and Montenegro  tainous border with Kosovo. though they now make up just 10 per But international enthusiasm for
end: so said the Croat sit-  foreign secretary, currently president symbolises renascent — has been shelved for the moment. “Today in Albania we have taken cent of the population. renewed sanctions is tempered by THE LATE British historian AJP @ Albania makes angry noises and (® The Muslim government in Bosnia
ting at a dinner table in  of the European Union's foreign affairs nationalist aspirations Washington's gesture of immediate  down the flags of the political parties Until now the Kosovars have done  fears of a veto from Russia and under- Taylor famously quipped that railway no secret that it is a conduit forarms  declares for the Albanians, abrogates
Zagreb in 1991. He was  council and the man therefore charged retaliation — withdrawing increased and have put up the national flag,” little, apart from occasional strikes. mined by sanctions-busting by Greece timetables were a prime contributor tothe Kosovo Liberation Army.Italso the Dayton accords and relaunches
speaking, over the sound of Serb  with co-ordinating whatever may pass landing rights for Yugoslav charter ~President Rexhep Mejdani told a Deprived of autonomy by Serbian  which hasill-concealed sympathy for to the outbreak of hostilities in1914:  appeals to the Muslim world, chiefly the war against the Serb Bosnian
artillery shells landing nearby, about  on this occasion for a collective Euro- flights in American and vetoing an  crowd yelling a new and ominous President Slobodan Milosevic in the  Belgrade. Athens has moderated calls once troops had been mobilised and  Turkey, for support. Republic. Milosevic and the Bosnian
the old enemy’s nemesis. pean response to a fresh outbreak of increase in embassy staff —musthave  slogan: “One nation, one attitude”. early stages of the Yugoslav crisisand  to respect human rights in Kosovo on their way to the front, there was € Greece mobilises its army on the Serb leaders close ranks, declare the

For almost adecade observershave  atrocities on the continent. Taken seemed to Milosevic so mild as to be  His bitter rival, former president Sali oppressed by a Serb military police  with an insistence that it remains an little practicable possibility of recall. ~ frontiers - ostensibly to prevent atide end of Yugoslavia and the creation of
been predicting that the Albanian aback by the sudden flare-up in positive encouragement. Berisha, whose Democrat Party was structure, they did not respond with ~ “internal problem” for Belgrade. He was exaggerating. But thereis of refugees - but a secret Athens- a united “greater”” Serb motherland
majority in Kosovo would rise against ~ Kosovo, Cook, already scheduled to Germany'’s foreign minister, Klaus  ousted by the socialists last year, joined an “armed struggle”. They had seen Escalation of tension between the no argument that what plunged Belgrade axis agrees mutual diplo- “fighting for its existence”.
their Serb tormentors and cause acon-  visit Bosnia last week, detoured to Kinkel, aware that his country hasa in, declaring that Kosovo should not what happened in Bosnia, where hun-  two communities in Kosovo is height- Europe into chaos nearly three- matic support, the Greek veto In Serbia’s northern Vojvodina
flagration that would engulf the Belgrade where he blustered bravely large number of ethnic Albanian become a “second Bosnia”. Inside dreds of thousands of people were ened by demographic trends. The quarters of a century ago was the effectively paralysing both the EU province martial law is declared. The
Balkans. Yet apocalypse seemedtobe  but left with his tail between his legs, refugees and is home to Kosovo's self-  Kosovo too, the moderate trend has killed or displaced. Instead the Koso- ~ Kosovar birth rate is the highest in complex interlocking of alliances - and Nato. Brussels appeals for Hungarian minority appeals to
indefinitely postponed. Until now. talking of his “grave concern”. styled government-in-exile, has now been forced to back away from vars built alternative structures,agov-  Europe. In Serbia as a whole Serbs largely negotiated by Bismarckinthe *calm". Turkey declares support for Budapest for help. Hungary mobilises

The murder of four Serb policemen There was cause for it. Even while demanded an urgent United Nations  even the idea of compromise with Bel- ernment with electoral legitimacy but  now count for less than 50 per cent of pursuit of stability - and ethnic alle- Pristina/Tirana and “defensive” and moves troops to the border.
by the shadowy Kosovo Liberation  Cook was talking to Milosevic, another Security Council meeting. After talks  grade. In the face of atrocity, con- no legal authority and local schools  births. If trends continue, they will giances. Then too the Balkans proved mobilisation. @ Russia declares support for its old
Army, known by itsacronym UCK,and  Serb army assault began. On 6 March with Madeleine Albright, the USsec-  frontation has become the only and hospitals paid for by a three per  become an ethnic minority in their Europe's powder keg. The situation @ Ethnic Albanians in the Former ethnic Slav ally Serbia (as it did in
the instantaneous, brutal and bloody  gunfire echoed around the village of Sma“ wars retary of state, Kinkel and Hubert popularly credible option. cent tax on the Albanian diaspora. own country by 2020. in Kosovo today presents a disturb- Yugoslav Republic of Macedonia 1914). Turkey moves troops up to the
retaliation which followed, in which  Lausa, 40 kilometres from Pristina. Védrine, the French foreign minister, For most of recent history since the From February 1996, when it Kosovo is more than just another ing parallel. (Fyrom) ally themselves with their frontier “to protect the interests of
atleast 20 Albanians died intheirvil- ~ Serb police later claimed they had plan to fly to Belgrade on 19 March.  upheavals of 1945, the neighbouring claimed responsibility for a series of ~ province to the Serbs. Its heart is a The “doomsday scenario”, which Kosovo “compatriots”. Belgrade ethnic Turks in Bulgaria.” Ankara
lage homes west of the provincial “destroyed the core” of the UCK, are hardest But by then it might be too late. Albanian state was an isolated para- bombings, the UCK appeared to bea  plain known as Kosovo Polje —the field is the real cause for international invades Fyrom “in self-defence”. declares Greece in contravention of
capital Pristina, has ignited the spark  killing its leader, Adem Jasari, and Neighbouring Albania proper has  noid backwater. But the June 1991 mythical group, considered by out-  of blackbirds — the scene of medieval anxiety over what Belgrade would like  There are massacres in Skopje. Nato rules and annexes islands in the
on the Balkan powder keg. capturing 30 of his followers. to resolve for the first time already become anti-communist revolution in Albania siders as possibly an invention of  Serbia’s “glorious” annihilation by the to present as an “internal Yugoslav Greece marches in to “protect oil-rich Aegean shelf.

With every hour, the crisis in Kosovo Albanian officials said homes had r directly involved in the Kosovo ques-  and the replacement of multi-ethnic Serbian paranoia. It was mentioned  Turkish war machine in 1389. The affair”, goes roughly as follows: historic Greek Macedonia"'. Bulgaria In New York an American-backed
risks escalating from an “internal”  been torched by Serb police and up to og og o tion, threatening to turn what in the  Yugoslavia with a nationalist Serbia at the trials of Kosovars accused of ~ mainly Muslim Albanian community, © Siobodan Milosevic declares a annexes the east to protect its eth- United Nations resolution calls for
Serbian affair — as Slobodan Milose- 1,000 villagers had fled Serb tanks untll |t |S past has been only a demand for changed all that. terrorism but, since evidence was  despite far older Balkan origins, is seen state of emergency in Kosovo and nic minority. Fyrom effectively dis- animmediate ceasefire. Nobody pays
vic, the president of the rump andarmoured vehicles. autonomy from Belgrade into a full- When Josip Tito's old Yugoslavia dubious, so were the references to  asan unwelcome reminder of Islamic sends in the Yugoslav army. The membered. a blind bit of notice. As the flames
Yugoslavia, describes it — into a Pleas from Kosovo Albanian repre- too Iate and scale separatist movement, leading imploded messily, only two ethnic UCK, until in November 1997 three  rule. Milosevic’'s demagogic speech Albanian majority in the province €@ Montenegro seizes the opportu- grow higher, we leave the 20th
regional conflict with potentially cat-  sentatives abroad for immediate inter- inevitably to a war that could spread  groups had initially refrained from members appeared at a Kosovar there onthe 600th anniversary of the embarks on civil disobedience com-  nity to secede from rump Yugoslavia. century on the same note as we
astrophic consequences. vention met with a familiar refrain: rapidly. As more than 20,000 pro- trying to seize independence by force. funeral. One addressed the crowd to  battle marked the high point of his bined with “terrorist” attackson Serb  Milosevic declares the secession entered it.

Already, despite the hastily con- “Nobody at the moment is talking they become testers gathered in the capital Tirana’s  Both had effectively been relegated proclaim that: “The UCK is the only  march to power. installations, declaring themselves illegal and sends in troops in the hope That is the nightmare. The hope is
vened meeting in London of the six-  about military action.” Yet again the Skenderbeg square — dedicated to a  to the status of sub-nationalities within force which is fighting for the libera- Kosovo is part of the man's personal “a resistance movement in a state of following through along the coast that we wake up before it happens.
nation Contact Group on Bosnia, the  Balkans are proving that small wars biq ones 13th-century warrior lord whose the Serb republic: the Hungarian tion and national unity of Kosovo.” mythology. He will not surrender it under occupation’. to Tirana. PETER MILLAR
paralysis which marked international ~ are the hardest to resolve, until it is double-headed eagle shield is the population of Vojvodina in the north That the UCK found little fertile gladly, no matter what it costs. M

14 THE EUROPEAN = 9-15 MARCH 1998 9-15 MARCH 1998 = THE EUROPEAN 15



GERMANY

L

WIEBKE LANGEFELD

Is Schroder a Trojan horse?

Tony Paterson

HANNOVER

N outsize snowman
wearing asilly grin made
from bits of coal has been
beaming out from a giant
billboard erected in front
of the Bonn headquarters of Ger-
many’s opposition Social Demaocratic
Party (SPD) since last week.

“In a few months he’ll be gone,”
reads the slogan next to the snow-
man's head. Slap next door is another
billboard with a mugshot of a po-faced
Chancellor Helmut Kohl. “Him too,”
the message adds.

It has been too warm in Germany
this winter for real snowmen, but the
SPD placard sums up the mood of the
Bonn opposition in the week after the
party’s landslide victory in Lower
Saxony which left it no choice but to
nominate the hugely popular Gerhard
Schroder as its candidate to take on
Kohl this September.

At no other time in the past 16 years
has Germany’s main opposition party
been closer to power. The internal dif-
ferences that have dogged the party
over the past year appear to have been
buried and, for the time being at least,
the Social Democrats are making
every effort to present an image of a
party united behind its candidate in
a common quest for victory.

“It's the end of the Kohl era,” the
charismatic, cigar-chomping Schréder

told cheering fans during a victory
party in Hannover's alternative scene
Capitol nightclub. He could be right.

Saddled with a humiliating defeat
at the start of a crucial election year
and conscious of the fact that they
have failed to address a worsening
unemployment problem, Kohl's Chris-
tian Democrats (CDU) are pressing
the panic button. Kohl has been
advised to cancel all but the most
important foreign trips this year and
concentrate on the jobless problem.

Senior party members wonder
whether it would not be better to
dump Kohl as chancellor candidate
before the election in exchange for his
popular parliamentary party leader,
Wolfgang Schéuble. Most believe that
the CDU has left it far too late to con-
template changing horses. “It would
be suicide,” said one CDU MP. Yet since
Sunday 1 March all the parties in
Kohl's coalition have been stung into
the grim realisation that Schréder
could win.

He might even be in for an easy run.
He is good on television, unlike his
predecessors; he rubs shoulders with
businessmen and he bandies promis-
ing slogans such as “innovation”,
“modernity” and “justice” which
appear like ready-made answers to
the electorate’s perceived desire for
change.

Despite his 53 years and dyed
brown hair, countless German com-
mentators have likened him to
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Heads you win:
Gerhard Schroder’s
election posters come
down - for the moment

The policy
programme
is hardly
something
to gladden
the heart of
business

Britain's Tony Blair. But Schrdder is
nothing of the sort. For a start Ger-
many has not undergone the radical
Thatcherite social and economic
changes which have enabled Blair’s
new Labour to ditch the socialist bag-
gage of the past. Rather Schroder is
like a pre-White House Bill Clinton —
a candidate who presents a series of
ill-defined but hopeful-sounding ideas
which, given the tiredness and fail-
ures of the country’s leader, is likely
to be enough to get him into power.

However much Schrdder might
secretly want to swap Germany'’s
dirigiste style of government for a
course of Blairite modernisation,
deregulation and market-driven eco-
nomic policy, there are too many mill-
stones around his neck. Three weigh
heavily upon him: his own party, his
eventual Green coalition partners and,
not least, the German electorate.

The SPD’s left-wing chairman,
Oskar Lafontaine, was visibly disap-
pointed when he emerged from his
red-brick maisonette in his home town
of Saarbriicken to offer glasses of
schnapps to newsmen on the night of
Schrdder’s victory. Schréder’s win put
paid to any hopes he had of chal-
lenging Kohl himself.

Sensing imminent victory, jubilant
SPD party faithful appear now to have
ditched their misgivings and swung
behind Schroder, who claims that that
“there are no differences” between
himself and the party leader. It is just

one of the white lies in his campaign.

Whatever the rhetoric, Lafontaine’s
influence is still dominant. The evi-
dence is contained in the SPD’s eco-
nomic policy programme which the
party leadership is discussing this
week and will ratify at a pre-election
party conference on 17 April.

It is hardly something to gladden
the heart of German business. It advo-
cates a battery of state intervention-
ist polices including levies on
companies that fail to provide train-
ing, a new wealth tax, a minimum
catch-all income tax, a higher energy
tax and backtracking on Kohl's cutsin
welfare.

Small wonder that Dieter Hundt,
the president of Germany’s employ-
ers’ association, described the pro-
gramme as “a shocking demonstration
of backward, old-fashioned thinking
and deficient economic competence”.
The consequences, he added, would
be “higher social insurance costs,
higher taxes, higher state spending,
higher wage costs and less flexibility”.
These are the economic bugbears that
have already led foreign investors to
avoid Germany and contribute to its
spiralling unemployment rate.

Schroéder may insist that “German
voters have more faith in my economic
competence than Kohl”, and he has
pledged to give the SPD’s economic
programme his own stamp. “l am no
longer a footsoldier,” he claims. Unfor-
tunately even his strongest supporters

within the SPD don't believe him. As
Josef Oelschlager, a member of the
Schrdder-friendly SPD business group,
Initiativkreis fir Wirtschaft, says: “At
best, the economic programme is
likely to be a soft compromise that
tries to blend the conflicting philoso-
phies of Schréder and Lafontaine.
Schroder is too wary of his own party
and the electorate to go any further
before the election and | am sceptical
asto whether the situation will be any
different afterwards.”

Modern as Germany’s SPD now
likes to present itself, it contains a
rump rank and file that clings to old-
fashioned economic thinking as a mat-
ter of leftist principle. The group
championed by Lafontaine thinks that
despite his chances of leading the
party to power in Bonn, Schrdder
should be “kept on the lead”.

Few are more conscious of the SPD’s
unpreparedness to solve the real prob-
lems affecting Germany than Bodo
Hombach, Schréder’s own chief polit-
ical adviser. “Every socialist party in
Europe has undergone a process of
fundamental reform during the past
decade. Only the SPD has not. Unfor-
tunately we have left it too late to do
anything about this until after the
general election,” he admits.

Even if Schroder did thoroughly
reform the SPD in power, he would
still run the permanent risk of being
aprisoner to the demands of his most
likely coalition partners, the Greens,
whose leader, Joschka Fischer, is likely
to be given the foreign ministry. With
demands for massive energy taxes and
outright opposition to a number of
SPD industrial projects such as the
extension of Germany’s Garzweiler
lignite mine in North Rhine-West-
phalia, the Greens are likely to turn
into uncomfortable bedfellows.

The whiff of power in Bonn has for
the time being turned the Greens into
ardent supporters of the man the SPD
dubs the “brother of the bosses”. But
veteran Green politicians such as
Christian Strobele in Berlin are pre-
pared to be more candid. “Schrdder
is the only chance for the Greens. But
that does not mean that we will jetti-
son all our principles for the sake of
power. If a red-green coalition were
to prove unworkable on our part, then
we would have to leave it,” he says.

But perhaps the biggest obstacle in
the way of genuine change in
Germany is the electorate itself. After
being governed for 16 years by an
ostensibly conservative coalition that
is actually far more social democratic
than Britain's new Labour government
and now saddled with five million
unemployed, the Germans are terri-
fied of anything that threatens to erode
the consensus-driven welfare state.

So far the only party to have
grasped the nettle is the small Free
Democratic Party (FDP) in Kohl's coali-
tion. Their brave electoral platform of
less state, less tax and more deregu-
lation threatens to land the party in
the dustbin of political obscurity. In
Lower Saxony, the FDP just failed to
muster enough votes to get into the
state parliament, a result that it now
fears could be repeated nationally.
Having nothing to lose has embold-
ened them but may not save them.

As even Schrdder SPD supporters
such as Oelschléger put it: “The soci-
ety may want change but in reality it
is not ready to accept it.” [

SUBSIDIES

CAP reform planis a cop-out

Tim King and Bertrand Benoit
BRUSSELS
HE tractors are being
readied for protest. On
18 March the European
Commission will pub-
lish its proposals for
reform of the Common Agricultural
Policy (CAP). Shortly thereafter
expect to hear the sound of farmers
across Europe complaining that sub-
sidised life as they have cosily
known it is threatened.

The European Commission
knows that reform of the CAP, cur-
rently gobbling up Ecu40.9 billion
($44.59bn) ayear, or 45 per cent of
the European Union’s annual bud-
get, is essential. What the commis-
sioners do not know is how much
reform they can persuade the mem-
ber states to agree to in the face of
those protesting farmers. The pro-
posals tabled by the Commission
will be only the first round in a pro-
tracted and bloody battle.

What then does Franz Fischler,
the EU’s agriculture commissioner,
propose to improve matters? A draft
of his proposals, seen by The Euro-
pean, makes it clear that Fischler
plans evolution rather than revolu-
tion: discretion rather than valour.

The case for reforming the CAP
is not hard to make. The difficulty
is in implementing reform in the
face of entrenched interests. About
half the CAP budget goes on artifi-
cially inflating the price paid to farm-
ers for the food they produce. Most
of the other half is spent on direct
payments to farmers to compensate
them for reducing the price supports
from their previous even higher lev-
els. A small percentage of the bud-
get goes on trying to persuade
farmers to do less environmental

damage to their land, or to diver-
sify into other rural activities.

Such a vast distortion of market
prices at public expense may once
have been justified by fears of food
shortages or scarcity of supply. But
agriculture now employs barely five
per cent of the workforce while con-
tributing less than two per cent of
the EU’'s GDP — and food is plenti-
ful and cheap (or should be but for
the CAP).

The CAP is by any measure a
highly inefficient means of main-
taining rural employment. The
Commission calculates that 80 per
cent of CAP money goes to 20 per
cent of the farmers, making rich
farmers richer. The CAP is even
worse in practice than in theory. Its
complexities regularly result in
overpayments and fraud.

Fischler’s timid attack follows the
precedent of the 1992 reforms: there
will be a further shift of CAP money
away from price support in favour
of direct payments to farmers. So
the intervention price for cereals
will be lowered by 20 per centin a
single step at the beginning of the
2000/1 season. But the direct arable
area payment will be increased to
compensate farmers for half of this
price cut.

The beef intervention price will
be lowered by 30 per cent, spread
over three annual stages from 1 July
2000. The Commission argues that
this price cut should help restore
consumption of beef inside the EU
and improve exports. Direct pay-
ments to farmers will compensate
them for about 80 per cent of the
price cuts.

The intervention price for dairy
products will be cut by 15 per cent
over four stages between 2000/1
and 2003/4. A compensation pay-

ment for each cow will be intro-
duced. Direct payments might be a
back-door approach towards even-
tual abolition of the milk quotas,
introduced in 1984 to prevent farm-
ers profiting from the guaranteed
price by overproduction, creating a
“milk lake”. Farmers are fined if they
exceed their quota. But the Com-
mission has committed itself to
maintaining quotas until at least
2006 and is proposing to increase
levels by two per cent in 2000.

Half the increase will go to young
farmers under 40. The other one per
cent will go to dairy farmers in
mountainous regions and so will not
be shared among all 15 EU states.
It may be opposed by the excluded
countries, such as Ireland and
Finland.

The only really radical proposal
in the reforms is that control of a
third of all direct payments to beef
and dairy farmers should be
devolved to national governments,
allowing them to decide how the
money should be divided up.

In theory, national governments
can then target the money towards
their neediest farmers. In practice,
the payments may be directed to the
most politically powerful farming
groups. The advantage for the
Commission is that agriculture min-
isters wanting to appease their
national lobbies will not have to
bring their special pleading to the
Council of Ministers. Opponents of
the measure believe they amount
to renationalisation and undermine
the CAP.

The Commission has been more
cautious over the issue of setting a
ceiling on how much individual
farmers may receive. Fischler is
proposing that after the first
Ecu100,000 a farmer should receive

only 80 per cent compensation, and
after Ecu200,000 only 75 per cent.
This measure is disadvantageous to
large farms and will therefore be
opposed by Britain, France and Ger-
many; itis unlikely to survive oppo-
sition from ministers.

The green lobby has argued that
farmers should be required to meet
basic environmental standards
before they receive any direct pay-
ments. Fischler proposes leaving it
to member states to decide whether
they impose such requirements.

Lionel Jospin, the French prime
minister, has already come out
firmly against the reforms. “The
package proposed by the Commis-
sion is unacceptable, especially over
milk and meat,” he said last week,
“because it does not take into
account agricultural diversity.”

The reforms Fischler proposes,
even before they have been cut back
by the member states, are unlikely
to wean farmers from their CAP
dependency. Cuts in price support
are conservative; compensation pay-
ments are generous and no time lim-
its have been set to phase them out.
Initially at least, the CAP will cost
even more. The commissioner has
ducked wholesale reform of two of
the most problematic products: olive
oil and tobacco.

Meanwhile east European farm-
ers look on in envious disbelief. The
accession countries will initially be
excluded from CAP subsidies and
can hardly receive “compensation”
for the withdrawal of price supports
that they never enjoyed. But the
economic support that the central
European states will require makes
it all the more vital to cut back the
excesses of the CAP. Next week’s
proposals are simply not ambitious
enough. [ |

RUSSIA

Emperor Boris may refuse to say bye-bye

Askold Krushelnycky
Moscow
USSIAN President Boris
Yeltsin's latest frantic
burst of political activ-
ity has done little to
quell fears that he may
be losing his grip. The only reaction
was mockery, renewed questions
about his physical and mental health
and speculation that he may be con-
sidering a bid for a third term in
office.

Even the Duma, Russia’s parlia-
ment, seems infected with Yeltsin's
surreal style of politics. The com-
munist-dominated body had been
hostile to Yeltsin's last-minute
demands for slashing the long-
delayed 1998 budget by $4.6 bil-
lion. But when it came to the vote
the deputies passed the budget
overwhelmingly.

The move was welcomed by the
International Monetary Fund (IMF)
and foreign business investors asan
important step in the right direction
to healing the country’s sick econ-
omy. But clauses in the budget allow
the government to make even
deeper cuts if tax revenue does not
match needs, which it never hasand
will not do this year.

With a capricious Duma over-
seeing the process, there is little
reason to be optimistic about achiev-
ing the massive economic improve-
ments promised by Yeltsin. The
government is used to lying and
escaping the consequences of its
mendaciousness. It knows its west-
ern backers are deeply involved
financially and fear that pulling out
would trigger a crisis and possible
civil conflict.

Rumours that the government
had made secret arrangements for

an emergency loan of $1bn to bail
itself out—breaking strict IMF rules
on borrowing — gained credence
when financier George Soros said
he had lent “several hundred mil-
lion dollars” to the Russian govern-
ment last year.

The government had vehemently
denied the rumours. Now that they
have at least partially been exposed
they will expect to get away with-
out any reprimands, as in the past.

Then there was the farce over the
ministerial reshuffle long threatened
by Yeltsin. Last week he did get
around to replacing four ministers,
all previously untarnished, appar-
ently because the president simply
had to fulfil a quota of scapegoats.

The next surprise was the with-
drawal of bodyguards from 12 of
his ministers, including the two
most prominent market reformers,
Anatoly Chubais and Boris Nemtsov.

His spokesman claimed that it
was a cost-cutting measure. It was
difficult to see how the reassignment
of the three men guarding each min-
ister — five if they have families —
was going to improve Russia’s mas-
sive budget deficit.

This is Yeltsin's second term in
office. Under the constitution it
ought to be his last. The signs are,
however, that the president now
often known as Tsar Boris intends
to rewrite the books to justify an
attempt to run for a third term.

A constitutional committee is
studying the theory that as Yeltsin
was first elected under the old com-
munist constitution and as this will
be his first full term under the new
one, he should have the right to
stand again in 2000.

That is the sort of constitutional
presidency Leonid Brezhnev would
have understood perfectly I

9-15 MARCH 1998 = THE EUROPEAN 17




DENMARK

BJARKE OERSTED

Scandinavian brinkmanship

Birna Helgadottir
COPENHAGEN
N the little rural town of Son-
derborg, deep in the southern
agricultural flatlands of the Jut-
land peninsula, the locals have
turned out to watch an extraor-
dinary spectacle: a staid Danish par-
liamentary poll transformed into a
presidential-style campaign.

Emerging swathed in pipe smoke
from his dark blue “battle bus” — itself
a revolutionary concept in a country
where campaigning is usually con-
fined to candidates’ head-and-shoul-
ders portraits affixed to telephone
poles — Uffe Ellemann-Jensen, the
opposition Liberal leader, is charac-
teristically ebullient. The giant chicken
pursuing him —a token protest by the
Liberals’ neglected radical youth wing
—is accepted in good humour as part
of the party.

In contrast, the outgoing prime min-
ister, Poul Nyrup Rasmussen, here to
face him down in a head-to-head
debate, is a pallid figure, ill suited to
the cut and thrust of public debate.
Ellemann-Jensen is out to prove that
Rasmussen’s gamble in calling a snap
general election for 11 March ahead
of time, and ahead of a crucial refer-
endum on the Treaty of Amsterdam
on 28 May, was a fatal mistake.

Rasmussen has bet on the opinion
polls, which give his Social Democrat-
led coalition a paper lead based on
historically low unemployment lev-
els, a lean but trim welfare state and
a budget surplus. But here in Son-
derberg, on the day of the clash, his
ratings were on the slide. Earlier in
the day he had been recalled to Copen-
hagen for a crisis meeting with his
spin-doctors, who sat in the front row

making anxious notes. Matched
against his extrovert, pipe-puffing
rival, with his balloons and banner-
waving, slogan-chanting fan club,
dubbed Farmer Boys in mockery of
the party’s country roots, the perfor-
mance put up by the prime minister
is better than on some previous out-
ings. But Rasmussen, an old-style con-
sensus politician, is never going to
shine in the cauldron of personality
politics.

“He is the archetypal grey man,”
said one Social Democrat at the meet-
ing in Sonderborg, “safe, competent
but uninspiring.”

Inspiration is what the voters clearly
hanker after, as provided by Pia Kjaers-
gaard, a sharp-faced blonde house-
wife who heads the far-right People’s
Party, which did well in municipal
elections last autumn and now scores
around nine per cent in opinion polls.
Her anti-Europe and anti-foreigner
manifesto has struck an unexpectedly
resonant chord with a supposedly
tolerant electorate .

Although there are only 180,000
non-EU immigrants in a country of
more than five million, Ellemann-
Jensen has become more hawkish on
the issue: “We allow twice as many
refugees to stay as anyone else. We
have to have rules that are on a par
with neighbouring countries.”

Many Danes worry that immigra-
tion is one aspect of European politi-
cal integration, threatening their
traditional ties with the rest of Scan-
dinavia, despite widespread relief over
Sweden’s accession to the EU and
enthusiasm for infrastructure projects
such as the new tunnel and bridge
across the @resund channel and the
nearly complete Great Belt bridge link-
ing Copenhagen to the mainland.
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Sign of the times:
Prime Minister

Poul Nyrup Rasmussen
courts the controversial
immigrant vote

Many Danes
worry that
immigration
is one aspect
of European
political
integration

Late in the campaign Rasmussen is
shifting ground, attempting to claim
fashionable Eurosceptic credentials
and capitalise on his own experience
on getting the best deal from the EU.
He argues that as the prime minister
who negotiated the four opt-outs from
the Maastricht and Amsterdam
treaties, he is more in tune with a
sceptical and cautious electorate than
an EU enthusiast such as Ellemann-
Jensen. The prime minister’s approach
to the referendum on the Treaty of
Amsterdam is one of reserved
endorsement.

The Danish electorate’s attitude to
Europe vacillates, these days between
only cool and colder. Schoolteacher
Gregers Hansen, now in his mid-for-
ties, isa typical example. He voted yes
to Europe in 1972 but has since been
a persistent opponent. In the referen-
dum on Maastricht in 1992 and a year
later when the Danes agreed to accept
arevised treaty with four opt-outs on
issues such as the single currency and
common defence, Hansen voted no.
In the referendum over the Amster-
dam treaty, he will vote no again.

“When | was young | thought being
in Europe was a good idea but | don't
believe in centralisation and stan-
dardisation,” he says. “People func-
tion best in small units — units that
communicate with each other but are
allowed to be different.”

No great issues divide the ruling
Social Demaocrats from the more free-
market Liberals. Neither is as radical
as Blair and nobody has the stomach
for welfare reform or tax cuts (Den-
mark has the highest income tax in
Europe). And neither has a hope of
an overall majority. The even more
timid Centre Party could determine
who rules on 12 March. [ |

ITALY

New train
times wait
for signal

Chris Endean and

Michele Puccioni

RoME

HE future of Italian state
railways starts and stops
at the signal box just out-
side Bologna station. The
new building is stuffed
with the latest technology, but the 500
trains that daily pass through the nerve
centre of the national network still rely
on 1950s manually operated signals.

Meanwhile the state-of-the-art
signal box remains idle, a lasting sym-
bol of the Ferrovie dello Stato’s (FS)
empty promises to modernise
Europe’s worst railway system.

Mussolini once made Italy’s trains
run on time; today, his successors are
fighting a losing battle just to keep
them on the same tracks. Accidents
are so frequent that newspapers are
publishing daily bulletins. Last month
a commuter train derailed, injuring
23; elsewhere a fire broke out on the
Rome airport express and an engine
exploded in Trastevere, breaking a
tourist’s legs.

Even the railway board’s efforts to
make amends by firing five workers
for alleged operational errors will do
little to win back the confidence of pas-
sengers. Retaliatory strikes are sched-
uled for 11 and 13 March.

Giancarlo Cimoli, managing direc-
tor since November, admits Italy’s age-
ing railways are “on the verge of
collapse”. But Cimoli’s biggest worry
is another kind of overhead. In 10
years, the FS has lost around L198,000
billion ($111bn) - 10 per cent of Italy’s
huge public debt. The company, which
expects 1997 losses of L4,860bn
($2.7bn), has overall debts of
L13,400bn.

Cimoli and his board appear to have
made a start, but they still have to deal
with the industry’s powerful trade
unions (18 at the last count). By
appointing Cimoli, former head of
energy group Edison, the government
has sought to bring the rigour of the
private sector to bear on the excesses
of state-run management. But his
pledge to break even by the year 2000
is already off track after he failed to
secure L600bn savings in labour costs
in union negotiations.

The fresh spate of accidents last
month provoked the resignation of the
entire board, including Cimoli. FS’s
controlling shareholder, the treasury,
gave its managing director a second
chance, but the government is unlikely
to be so forgiving next time round.

It is not for nothing that premier
Romano Prodi boards the Eurostar
express to commute to Rome every
Monday. He has staked his reputation
on the reform of the railway system
and, a long-time resident of Bologna,
Prodi is keeping a keen eye out for
signs of movement inside his local
signal box. [ |

FRANCE

The new Joans of Arc?

Edith Coron

TOULON
N THE NEO-FASCIST Front
National, family values mean
more than awoman standing by
her man. Sometimes they mean
awoman standing instead of her

man at elections.

France'’s extreme right-wing party
has not converted to feminism; but
Front National (FN) wives are step-
ping forward when their husbands
have been stripped of their seats
because of electoral irregularities.

In Toulon, Cendrine Le Chevallier
is preparing to run for the National
Assembly seat that her husband, Jean-
Marie, lost when the constitutional
council invalidated his election, dep-
riving the FN of its only parliamen-
tary seat. Last year Catherine Mégret
was elected mayor of Vitrolles, near
Marseille, when her husband Bruno’s
election was ruled invalid. Since then,
the FN's number two has been known
as “the mayor consort”.

Mme Mégret has barely been seen
in Vitrolles since her election and is
now closeted in her home outside
Paris, reportedly because of a difficult
pregnancy. Mme Le Chevallier, on the
other hand, is a politician in her own
right and deputy mayor of Toulon. In
nearby Orange, Marie-Claude Bom-
pard holds no elected post but is
known to have an important say in
the way the town hall headed by her
husband is run.

The power of these FN wives has
drawn intense public attention. Such
arole isunusual in French politics and
it is happening among the pine trees
and cypresses of Provence Alpes-Cote
d'Azur, at the forefront of the French
political stage. The region, known by

its acronym Paca, is a stronghold of
the FN, which has made showcases of
the four towns it controls there. It lies
at the heart of the Front's ambitions.
Jean-Marie Le Pen himself is head-
ing the list of candidates in the
regional council elections on 15
March, hoping that Paca will become
the first region to fall into FN hands.
The idea of substituting a wife for
her husband goes back to Algeria’s
war of independence, when Le Pen
was in Algiers and suggested that
Babette Lagaillarde run for deputy
instead of her husband, who had been
jailed for his pro-OAS activities. Later
Le Pen brought his own women into
politics. His three daughters are invol-
ved in his party at various levels of
responsibility: the youngest, Marine,
a lawyer, was named justice minister
in Le Pen’s “shadow cabinet” last week.
Wary that a younger generation is
trying to push him out, Le Pen is
counting on his close circle of relatives
and loyalists to help feed his ambi-
tions, which remain as great as ever.
But despite suggestions that it is time
forachange, the party is closing ranks
behind him as elections approach.
Bruno Mégret, who sees himself as
Le Pen’s successor, is dutifully calling
for his leader’s election as head of the
region. At a meeting in Aix-en-Prov-
ence he reminded the militants of their
duty, while campaigning for his own
seat as a regional councillor on his
record in Vitrolles, citing law and
order, lower taxes and an active pol-
icy against immigrants. Mégret is
proud to have increased the munici-
pal police force from 35 to 70 men and
to have dressed them in black uni-
forms, to “intimidate the louts”, as he
put it.
Vitrolles was built on the Mediter-

ranean coast some 30 years ago, amid
the economic optimism that prevailed
then. Today, ground-floor council flats
display freshly installed iron bars and
the atmosphere is heavy. Shops are
closed, building sites lie idle and
teenage groups of north Africans roam
the streets, bored and provocative.
The youth centre was closed down by
the Mégrets, along with the town'’s
most popular night-club.

These were not the only measures
to anger immigrant families. Last
month the FN-dominated council
announced an $800 gift to every child
born in the town to French or Euro-
pean Union parents —a move designed
to show what the party means by its
policy of “national preference”. The
decision was later declared illegal but
the damage had been done.

In Toulon, France’s biggest naval
port, the local government’s style is
less obviously provocative. Jean-Marie
Le Chevallier prefers to stress the
efforts he has made to reduce Toulon’s
council expenditure and to impose
strict control on the town'’s finances.
“It is the duty of every mayor, but a
must for a Front National mayor,” he
told The European.

This is all very well, says Odette
Casanova, his Socialist opponent at
last year’s assembly elections. But look
where he has saved money: by cut-
ting municipal subsidies to a carefully
chosen group of charities —a Tunisian
one, a Jewish one, a Protestant one,
a left-wing Catholic one and an Aids
prevention group.

Traditionally the FN has recruited
its local supporters from the ranks of
the pieds noirs, French settlers expelled
from Algeria in 1962 who moved to
southern France, military people and
retirees spending their last days under

Ladies who lead: Cendrine
Le Chevallier (top) and
Catherine Mégret (above)
with their husbands

The idea of
substituting
a wife for
her husband
was invented
by Le Pen

in Algiers
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the Mediterranean sun. But more
recently it has expanded among
middle class younger men who are
competing for scarce jobs with immi-
grants or the children of immigrants.

Voters such as these have also
turned against politiciansas aclass in
the wake scandals in the Marseille-
Toulon region which have put several
leading politicians in jail. With its slo-
gan Les mains propres, la téte haute
(Clean hands, head held high), the
FN is seeking to capitalise on this pop-
ular disgust with the mainstream con-
servative parties, the RPR and UDF,
to win over their supporters.

The RPR-UDF alliance worked with
FN local councillors during the 1980s
but the battle between them for vot-
ers is now bitter. In Provence the
Socialists and the RPR-UDF have
announced they will vote together in
the regional council to prevent Le Pen
from being elected president.

In the meantime, however, FN lead-
ers and rank and file are doing what
they do best: grassroots campaigning
work, neighbourhood by neighbour-
hood, street by street, listening to
grievances and promising help. “Hold
on, we're coming,” shout Le Pen’s elec-
tion posters.

It's a promise that Mme Le Cheval-
lier makes every Saturday at a Toulon
street market, where she has handed
out leaflets for the past seven years.
As she peddles the party line, she seeks
inspiration in the heroine the FN has
made its own — Joan of Arc.

A bust of the shepherdess-turned-
warrior stands in Le Chevallier’s office,
a reminder of the sacrifice a woman
made that a man might rise to power.
Jean-Marie Le Chevallier may not be
Charles V11 but Front National women
can be figureheads too. |
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AUTOS

Eric Culp and Andrew Garfield
GENEVA

ERND Pischetsrieder, the
Bayerishe Motoren Werke
chairman, loves Rolls-
Royce motor cars. In fact,
he drives one: a 66-year-
old Phantom IlI. A casual love affair
with an antique British automobile
may be excused as self-indulgence.
The worry is that Pischetsrieder likes
his “Roller” so much that he wants to
buy the company. His shareholders
can be excused for feeling queasy.
Pischetsrieder has puzzled many
with his weakness for buying bits of
the eccentric British motor industry.
Clapped-out Rover, which in 1994 he
took off British Aerospace for £850
million ($1.4 billion), needs huge
investments to put right; in the mean-
time it is making losses.
The strength of the pound against
the deutschmark makes it all

Rocket scientists: is there reason to re-evaluate how smart they are? PAGE 52

the more painful for the Bavarians.

Rolls-Royce, a venerable brand
name, is at least a smaller-scale car
wreck than Rover but fixing it will still
be formidably expensive. When Ford
bought Jaguar for £1.2bn a decade
ago itwas said the Americans paid full
price. But getting Jaguar roadworthy
has cost Ford £3bn more and the job
is not yet complete.

Rolls-Royce, which currently can-
not manufacture more than 2,500 cars
a year, could cost BMW far more to
put right than the £1bn Pischetsrieder
talks of committing. Is the potential
gain worth the pain? There are those
who wonder whether Pischetsrieder
is about to prove anew that, in the car
business, the fastest way to make a
small fortune is to start with a large
one.

Whatever the wisdom for BMW of
buying Rolls-Royce, even at a knock-
down price, from the point of view of
Rolls-Royce itself BMW is an
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Trying to fix
knackered
Rover has
been tough

eminently suitable owner. There is
little love lost between Pischetsrieder
and Colin Chandler, the boss of Vick-
ers which owns Rolls-Royce’s owner.
But on the shop floor the two com-
panies are already close. Rolls is using
aBMW V-12 engine in its new model,
the £125,000 Silver Seraph.

Managers at Rolls-Royce in Crewe,
northern England, are openly excited
at the prospect of Pischetsrieder tak-
ing charge, with his promise to triple
production and add new models. Rolls
would be well placed to benefit from
BMW’s purchasing power to cut com-
ponent costs. BMW's engineering
expertise and its powerful interna-
tional dealer network will help, too.
Other potential buyers look less
promising.

The prospect of being bought by
Mohamed Al Fayed, the owner of Har-
rods, is not taken seriously in Crewe.
Bernie Ecclestone, the Formula One
tycoon, has indicated an interest but

MIKE VALENTE
Full marques:

BMW's bread-and~
butter 3-series
was relaunched at
Geneva (left); if the
Bavarians swallow
yet another ailing
British carmaker,
they could find
themselves making
a range spanning
the new Rover Mini
through to the
Rolls-Royce Silver
Seraph (below,
left). BMW must
defend its position

in the car market

he brings nothing but cash to the party.
Michael Shrimpton, the pinstriped
London lawyer who wants to buy
Rolls to keep it British, has yet to
demonstrate he has either the exper-
tise or capital to turn Rolls around.
A more serious contender is Volk-
swagen, though the fit does not seem
as good; VW already has plenty on its
plate, with its talk of building cars to
rival Mercedes. For its part, Mercedes
says it isn't interested and will con-
centrate on launching its own high-
end Maybach to compete with Rolls.
For BMW, however, Rolls would be
acurious gamble, since the company
seems to do best when it sticks closest
to the markets it knows. BMW's shares
have been the darling of the DAX
recently, leading the exchange with a
jump of more than 37 per cent
between January and the beginning
of March. Lehman Brothers last week
jettisoned Volkswagen to make room
for BMW in its portfolio of preferred

against fierce and
intensifying
competition (right)

stocks. Whether these fans will stick
around for the ride if BMW buys Rolls
is an open question.

The problems at Rover offer agrim
reminder of just how hard it can be to
turn around ailing British carmakers.
Under British accounting rules, Rover
earned money in 1995; according to
more rigorous German conventions,
it made a loss of DM335m ($185m).

Much of Rover’s British manage-
ment, who thought they would keep
their jobs, were pointed towards the
exits. The Germans who now run
Rover have had a hard time of it. Last
year they succeeded in losing just
DM279m. When will Rover make
money? Nobody is guessing. At the
Geneva Motor Show, both Pischet-
srieder and BMW board member
Wolfgang Reitzle said that Rover’s
prospects were “dependent on the
pound”.

Analysts initially turned pale at the
news that Pischetsrieder is ready to

HOW BMW HAS OVERTAKEN THE MIDDLE LANE

New car registrations in western Europe

Group Brand name

BMW BMW
Land Rover
Rover

FIAT Alfa Romeo
Fiat
Iveco
Lancia

FORD Ford
Ford USA
Jaguar/Daimler

GM GM USA
Opel/Vauxhall
Saab

Honda
Mazda
Mitsubishi
Nissan
Toyota

MERCEDES Mercedes
PSA Citroén
Peugeot
RENAULT Renault
VOLVO Volvo

VW Audi
Seat
Skoda
Volkswagen

JAPAN

throw £1bn at Rolls, on top of a pur-
chase price of between £200m-300m;
now they are sharp pencilling to see
if his numbers add up.

Pischetsrieder says he would intro-
duce two completely new model
ranges, which, in turn, would boost
annual production from about 1,900
units to 6,000 and potentially raise
the number of employees by 50 per
cent. At least one of these would be a
lower-end Bentley to sit above the 7-
series in the luxury range. This is a
sector where BMW'’s offerings have
fared unspectacularly against the Mer-
cedes S Class, the Lexus, the Audi A8
and a reinvigorated Jaguar.

That's the carrot. The stick is no less
compromising. If the takeover attempt
fails, BMW will stop supplying Rolls-
Royce with engines and instead build
its own super-luxury car, probably
based on the 7-series platform but
with a longer wheelbase.

What is baffling about all this is

2.5m

2.0m

1.5m

1.0m

0.5m

0!
1995

whether the volumes involved would
ever be worthwhile, especially as it
would leave BMW in possession of a
manufacturing network that is spread
all over the place. If Pischetsrieder
wins Rolls he will be running a com-
pany with a product range that starts
with the diminutive Mini Cooper and
ends at the Silver Seraph. Analysts
wonder whether that is the mix BMW
needs to keep on motoring.

BMW is a company that is not nec-
essarily responsive to the pressures
that others feel. It may not change
course just because the analysts tell it
to. Between 40 and 50 per cent of its
stock is held by the secretive Quandt
clan, the source of much of BMW's
conservative policy.

“We are a big family company,” a
spokesman said, in a phrase that
makes plain who is doing the back-
seat driving on the supervisory board.
Pischetsrieder will not act without the
support of Susanne Klatten and Stefan

BMW's
corporate
culture is
unique

BMW boss Bernd Pischetsrieder is aiming to drive Bavaria’s carmaker to a super-luxury market, via a detour to Britain’s Rolls-Royce

CAN BMW SURVIVE ITS
BRITISH LOVE AFFAIR?
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Quandt, who filled positions vacated
by their mother, Quandt matriarch
Johanna, and a family friend, Hans
Graf von der Goltz.

BMW may affect some indifference
to the scribblings of sceptical analysts
but there are other threats in the rear-
view mirror. Its traditional strength,
the 3-series that has accounted for 60
per cent of sales, is the company’s
bread and butter. The relaunched ver-
sion unveiled in Geneva was not excit-
ing. The wheelbase has been extended
five centimetres (long overdue: the 3-
series offered poor rear-seat legroom)
while safety features have been
improved to include six standard
airbags in the front, with two optional
ones in the rear. Other than a list of
options and a price rise, the car is strik-
ingly similar to its predecessor.

The company'’s policy of taking
small, evolutionary steps has left the
3-series looking fatigued, according

continued on page 22
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continued from page 21
to one analyst. Alice Kupka from the
DG Bank in Frankfurt said: “The mar-
ket is getting tired of understatement.
The revolution has to come next time.”
While the revolution is put in
abeyance, the list of those attacking
BMW'’s core markets grows ever
longer. Audi targets BMW's 3-series
with its radically styled A4 and the
admired BMW 5-series with its A6. In
the American market, Toyota’s Lexus
is already taking sales from BMW's 5
and 7-series and is talking of mount-
ing its own competitor to the 3-series.

TECHNOLOGY

Olivetti
logs

OPEL KADETT / ASTRA

VOLKSWAGEN GOLF FORD FOCUS

Jaguar, under Ford's care, is also now ENGINES: 1.2, 1.4, BODY: Three and driver's chassis, ENGINES:1.4,1.6, convertible. New Golf is ENGINES: 1.4, 1.6, five-door hatch Should improve on
athreat, with cars that are potent alter- 1.6, 2.0-litre multi- five-door hatch, created with help 1.8, 1.8 turbo, 2.3- Estate soon wonderfully 1.8, 2.0-litre ON SALE: Escort's third place
natives to high-end Bimmers and a valve petrol; 1.7 estate. Mini MPV from Lotus, makes litre petrol; three ON SALE: Now designed and multi-valve petrol; September in the sales charts,
new mid-sized car on the way that will turbo diesel, soon this the 1.9-litre diesels VERDICT: The beautifully built 1.8-litre direct- VERDICT: You probably at the
take sales away from both the 3 and 2.0 direct injection ON SALE: April enthusiast’s choice. BODY: Three and people’s car that but loses out on injection turbo diesel  either love or loathe  expense of General
5-series. So BMW has plenty to worry turbo diesel VERDICT: A superb Drab interior five-door hatch, thinks it's a Merc. driver appeal BODY: Three and the bold new shape. Motors’ Astra
about in its own backyard.

When Pischetsrieder took over,
Rover, the knackered remnant of a rag-
tag of car companies successively
nationalised, rationalised, downsized,
clumsily privatised and (briefly)
Hondaised, he spoke of reviving the
great lost marques of the British car
industry such as Wolseley and
Triumph. The reality has been three
hard years of slog to get Rover right.

The job isincomplete. The new Mini
is widely regarded as an ugly duck-
ling; the mid-range cars are uncom-
petitive. While the new Range Rover
Freelander sports utility has been well
received, it is in a fiercely crowded
market sector.

Sales of the BMW 3-series fell last
year to fewer than 400,000 units; it
could have been worse if not for the
Z3 Roadster, the stunningly styled con-
vertible that became an instant hit.
Deliveries of the American-built sports
car, introduced in March 1996, rose
61 per cent to about 57,000 units.

The company says the sales slump
for the standard 3-series models was
expected and the numbers actually
beat in-house estimates for a product
at the end of a cycle. Total BMW unit
sales rose five per centin 1997 on the
success of the company’s 5-series.

In cash terms, group sales rose in
1997 to a record DM60.1bn, a rise of
15 per cent. Last year BMW added
1,500 workers, taking it to an all-time
high of about 118,000 employees at
its plants in the United States, Aus-
tria, South Africa and Germany. Asia
comprises some 10 per cent of unit
sales.

Says Pischetsrieder: “Weak demand
in southeast Asia should be offset by
additional sales in Europe and North
America.” BMW's purchase of Rover
has taught him well, he adds. “The
only thing you have to do is manage
the conflict. Conflict is constructive.”

He should have plenty of it to look
forward to. BMW is planning to build
asports “activity” car in Spartanburg,
South Carolina. It sounds uncannily
similar to Rover’s Freelander; Pis-
chetsrieder says it will have a “high-
driving position and four-wheel drive”
but will differ substantially from the
Freelander. The idea seems
repetitious.

For the moment BMW is riding high
but Pischetsrieder has a reputation for
crashing company cars. The Quandt
family had better hope he does not
follow this up by being too ambitious
for the company as a whole. That
could lead to a bigger crash for BMW
than anyone has bargained for.

The battle for the mid-market

Matthew Carter
GENEVA
T had all the atmosphere of a box-
ing title fight weigh-in. But this
was not Madison Square Gar-
dens; it was the Palexpo exhibi-
tion centre, a stone’s throw from
Geneva airport. And in place of the
shock-haired Don King, we had the
urbane Jac Nasser, president of Ford’s
worldwide automotive operations.

Nasser was revealing the new Ford
Focus at the Geneva Salon, the only
annual European Motor Show. In so
doing, he placed Ford'’s bet in a fasci-
nating motoring competition that
involves virtually every motor manu-
facturer in the world.

The battle for the C-sector —though
it is probably better described as the
Golf class —accounts for nearly a third
of all new car sales in Europe. It is
called the Golf class because the
C-sector has been dominated by Volk-
swagen's family hatchback for much
of the 1990s. Since 1992 the Golf has
topped sector sales five times out of
six, an easy victor over the Opel
Kadett/Vauxhall Astra from General
Motors and the venerable Escort from
Ford.

But things are changing. As the
Focus is readied for the showrooms,
so sales are about to start of an all-
new Golf and an all-new Kadett/Astra.
The “big three” have rolled up their
sleeves to fight not just each other but
any number of rivals who want a slice
of C-section action. When you remem-
ber that those rivals now include the
mighty Mercedes-Benz, you know
things are about to get serious.

Although the sector’s importance
in the overall market remains solid at
around 30 per cent, there has been
furious paddling under the water to
maintain that level. Once it was a
hatchback market only, but a vast
array of new niche models have been
built by carmakers in their bid to keep
a fickle car-buying public interested.
It has taken an also-ran to show the
big three how to do it.

Renault, once the sick man of
Europe, has developed an instant best
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seller in the Mégane Scenic. Based on
the standard Mégane platform, the
Scenic is genuinely clever, offering
almost all the versatility of the Espace
MPV in a smaller package. In captur-
ing the imagination of the public, it
accounts for around 60 per cent of all
Mégane sales, leaving a saloon, coupé,
convertible, hatchback and forth-
coming estate to squabble over the
rest. The success of the Scenic —which
helped Renault to more than 450,000
sales and third place in the C-sector
in 1997 — has been noted by VW, Ford
and GM. Although all three have con-
centrated on hatchback versions for
their new contenders, all have a
“Scenic” waiting in the wings.

The success of the monospace
Renault, however, is as much a knock-
off reflection of an otherwise dull
range as it is of the design flair of the
Scenic. And dull is not a criticism that
can be levelled at the new Golf, Focus
or Kadett/Astra. When it comes to the
offerings from GM and VW, conserv-
ative is a better description. Although
every panel is new, the Golf is clearly
a Golf. It is the third (and probably
final) variation on an original theme
by Giorgetto Giugiaro, the VW

The “big
three’ have
rolled up
their sleeves
to slog it

out with

all comers

philosophy being that if it ain't broke,
don'tfix it. Rather than develop anew
shape that might not appeal, Volks-
wagen has concentrated on getting
the rest of the car right.

At the car’s launch late last year, the
assembled press were genuinely
astounded by the new Golf’s build
quality, detailing and overall refine-
ment. No longer is this a cheap and
cheerful hack for the supermarket run
but a thoroughly grown-up motor car
that feels it is one or two classes higher.
The interior is an object lesson in how
it should be done and, agree the pun-
dits, better even than the E Class Mer-
cedes. Volkswagen has clearly
decided, elks or no elks, that the A
Class Mercedes represents a genuine
threat to the Golf’s supremacy.

Where the Golf disappoints is in the
driving experience. The familiar petrol
engines are getting a little long in the
tooth (the diesels are another story)
while the chassis is simply not agile
enough to reward the enthusiast dri-
ver. It is the opposite story from GM.
The General has concentrated his
efforts on the chassis and, with the
help of Lotus, has developed a gen-
uine driver’s car at the expense of a

plasticky, drab interior. The jury is still
out on the exterior too, which fails to
excite the emotions. The Kadett/Astra
is, however, a vast improvement over
the outgoing model and dramatically
better than both recent offerings from
GM: the dreadful Corsa and the lack-
lustre Vectra.

So will the new Escort, re-christened
Focus, be able to haul Ford up from
third slot? At this stage it is an
unknown. The cars on display at
Geneva are six months away from
launch; Ford wanted to show Focus
at Geneva to make the shape more
familiar come on-sale date. Like the
most recent offerings from Ford — the
Ka, Puma and Cougar — the Focus is
as radical as the Escort is ordinary.

According to Ford, Focus is
“designed to change customers’ expec-
tations of a car in its class through a
combination of design, dynamics and
versatility”. Major chassis changes and
improvements in build quality should,
says Ford, put it at least on a par with
GM for driving appeal and VW on
quality. Certainly there will be no mis-
taking the Focus for anything else on
the road. The striking “new edge”
design, with its unusual high tail lights
and angular shapes, is a breath of fresh
air in a class not known for adven-
turous design. Whether the public will
back Ford’s boldness with its hard-
earned cash remains to be seen.

Rivals remain sceptical. “When we
saw Ka, we were worried,” says Dr
Klaus Kocks, Volkswagen Group
spokesman and Volkswagen brand
board member. “But Ka's European
sales have simply been at the expense
of the Fiesta rather than the Polo.”

“Not true,” says Ford. While admit-
ting European sales of the Fiesta were
down by 21 per cent last year, the
company says the decline was as a
result of the demise of the old shape
Fiesta Classic. “Ka sold more than
200,000 units last year, giving us a
substantial foothold in a new market.
Sales of the new Fiesta were actually
up 15 per cent.”

Only time will tell whether Ford’s
Focus is sharp or whether Volkswa-
gen will again win the Golf Wars.

future

Chris Endean

RoME
OTHING  epitomised
Italy’s pretensions to lead-
ership in computer tech-
nology so much as
Technocity.

Built around Olivetti's headquar-
ters at lvrea, 100 kilometres north of
Turin, Technocity was former Olivetti
chief executive Carlo De Benedetti's
answer to Silicon Valley. He planned
it to be a thriving metropolis of 53,000
IT engineers and 250 small and
medium-sized companies.

Today, the population has declined
to 27,000, more than 50 enterprises
have closed and De Benedetti was
chased out of town by angry share-
holders. “The dream is over,” says Gio-
vanni Francesconi, spokesman for the
local industrial union. It is not just
Technocity that has ignominiously col-
lapsed but the company that con-
ceived it. “Olivetti as we knew it no
longer exists,” says Francesconi.

One newspaper likened the restruc-
turing of Olivetti over the past 12
months to “the effect of an earthquake
on a mosaic”. Faced with L4,802bn
($2.7bn) losses since 1990 and near
bankruptcy, new chief executive
Roberto Colaninno has taken the com-
pany apart piece by piece.

First, Olivetti Personal Computers,
the loss-making PC manufacturer, was
divested to Piedmont International, a
holding company set up by Edward
Gottesman, the London-based
financier. Negotiations were then
started to find a commercial partner
for Lexikon, Olivetti's office equip-
ment subsidiary. Finally, a week ago,
Olivetti sold its Olsy information tech-
nology solutions and service sub-
sidiary to Wang Laboratories, making
the US company the fourth-largest
provider of network solutions and
desktop IT services.

Olivetti will be the largest share-
holder in the new company, but ana-
lysts described its 18.6 per cent stake
and two seats on the board as “purely
ornamental”. For the fourth time in
its 84-year history the company’s core

activity has changed identity. After
shifting, chameleon-like, from mech-
anical engineering to typewriters to
personal computers, Olivetti is now
focusing on telecommunications. Last
September’s alliance with Mannes-
man, the German telecoms group,
pulled the company back from the
brink. The L2,350bn deal virtually
cleared Olivetti's debts overnight.

Insiders like to credit the source of
Olivetti's renaissance as a telecoms
group to De Benedetti, the man who
left Fiatin 1978 to transform the com-
pany from a loss-making typewriter
company into a PC market leader.

Even though “The Engineer” was
forced out of his chief executive posi-
tion in 1996 and has reduced his share
of the company from 24 per cent to
six, few would claim he lacked vision.

Long before anyone else in Italy, De
Benedetti saw the potential of a dereg-
ulated telecommunications market,
investing in Omnitel, Italy’s second
mobile telephone company, and the
Infostrada fixed-line subsidiary. With-
out these two gateways to the Italian
telecoms market, Olivetti would never
have attracted an international part-
ner with the stature of Mannesman.

But to praise the memory of De
Benedetti means ignoring a big fac-
tor in his downfall: an overinflated
ego. The financier-turned-industrial-
ist fell for his own image as the all-
powerful dynamic European tycoon.
“If you surround yourself with enough
yes-men, after a while you start to
believe that you are an industrial
genius,” says a Milan-based analyst.

The other lethal pill was Olivetti's
utter indifference to its customers.
One remembers buying a typewriter
from the company; it never worked.
“I begged and pleaded with them but
they would never fix it. | then vowed
never to buy anything from them ever
again. | never have.” The indifference
to service was a mistake Olivetti was
to repeat in computers.

De Benedetti held on to his dream
of a Technocity even when market evi-
dence suggested Italy could never
compete on equal terms with Amer-
ica’s Silicon Valley. Competition in the

No sale: Olivetti's
customers complained of
lack of service but the
company ignored them

‘Surround
yourself with
yes-men and
pretty soon
you start to
believe you
are a genius'

TONY STONE

PC market is fierce, with price cuts
necessary every three months.

“If you want to remain competitive,
you have to lay off people. In Italy
that's never a good idea,” says one
Olivetti insider. “Unions take three
months just to reach agreement on
agreeing to negotiations.” At first,
company results, like fellow board
members, fell into line with De
Benedetti’s grand designs: by the mid-
1980s Olivetti was Europe’s number
one PC producer.

Then in 1984 De Benedetti made a
crucial error. At a time when most PC
companies were downsizing and
diversifying into software to survive
fierce competition, he formed an
alliance with American telecoms giant
AT&T. The two never hit it off and
parted company in 1992. “The mar-
riage was destined to fail from the
start,” says a Milan analyst. “AT&T was
simply too big for a company of
Olivetti's size. Neither understood the
other’'sway of doing business.” Allied
to this strategic error, Olivetti’s repu-
tation was being slowly and seriously
undermined by the failure to develop
post-sales assistance, a fatal error in
such a competitive marketplace.

The failure to obey a simple rule in
the manufacture and sale of high-per-
formance electronic equipment -
never forget the customer — points to
the ultimate failing of De Benedetti.

No one doubts The Engineer’s capa-
bilities as a gifted financier, but he
never made the conversion to indus-
trial strategist. “How else can we
explain why he never understood that
Olivetti’s insistence on making com-
puter hardware would eventually kill
off the company?” asks Marco Con-
tini, editor of Il Manifesto newspaper.

The residents of Technocity are now
living with the consequences of De
Benedetti's mistakes. Two IT schools
established in the 1980s to provide
the skilled labour for the Engineer’s
dreams continue to function. But with
local enterprises forced to diversify
into sectors such as biotechnology and
telecommunications in order to sur-
vive Olivetti’s demise, its graduates
are heading out of town fast.
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PAYOFFS

How to succeed in
business without
really succeeding

Nicholas Moss
UY SNOWDEN, the
GTech lottery technology
boss humiliated in a
British libel court, has
become the latest winner
in the corporate world’s biggest jack-
pot. Towin, you first have to lose, since
the prerequisite is that you be sacked.
The consolation prize is the colossal
payoff. Snowden retires hors de com-
bat, after a jury decided that he had
tried to bribe lottery rival Richard
Branson, with a golden handshake of
$21 million. Lucky Snowden joins the
top tier of those who have won big by
losing their jobs.

Getting kicked out of top jobs to
spend more time with your money has
become a feature of corporate life as
competition has become more ruth-
less and management failure less tol-
erable. British trade union researchers
at the Labour Research Department
(LRD) have compiled a list of 103 UK
directors who have pocketed golden
handshakes ranging from a compar-
atively trivial £100,000 ($165,000)
to several million, in a report, Parting
on good terms, that will leave most
executives green with envy.

Our own table, loosely based on
LRD's research and brought up to date,
is nevertheless likely to be only a

TRAVEL

partial representation of the true
extent of the golden handshake indus-
try. While disclosure rules in the UK
make it reasonably straightforward to
identify the jackpot winners, execu-
tives elsewhere in Europe are more
likely to have the business concluded
without the details being disclosed to
shareholders. But even in the UK few
know all the details of the separation
agreements since confidentiality
clauses often cover many of the more
controversial aspects of the deal.

lan Butcher, a director in the exec-
utive search agency Whitehead Mann,
explains: “On the continent these
things are kept private. Shareholders
should have the right to know what
goes on in a company, but that view
is not necessarily shared.”

Anne Bitz, a director with Coopers
and Lybrand in Paris, says: “In France
people don't talk about these kind of
things in public. Figures are kept to
the circles of the financial advisers. It
is hard enough to know how much a
high-ranking executive is paid. It is
even harder to know how much he
gets when he is fired.”

There is, however, a shift towards
the Anglo-Saxon model of greater dis-
closure. Javier Casas Novas, consul-
tant with recruitment firm Michael
Page in Madrid, says companies are
becoming more transparent.

WINNING THE LOTTERY

Name Company

Michael Ovitz Disney 1995

Bill Harrison BZW 0ct 1997
Guy Snowden GTech March 1998
Richard Oster Cookson Sept 1997
Jeremy Marshall  DelaRue Feb 1998
Michael Metcalf ~ Thorn March 1998
George Charters  Safeway Feb 1998

Howard Poulson  Premier Farnell Jan 1998

How to be among the lucky ones
collecting a fat payoff? The place to
start is with a fat contract, and the
longer term the better. Lower-ranking
employees subject to the “hire and
fire” system are lucky to be ejected
from companies with more than a cou-
ple of months’ salary — slightly more
if they have a strong union, slightly
less if they are working on short-term
contracts.

The top echelon, however, will have
entered with two or three-year rolling
contracts that automatically extend
themselves, so if they get a corporate
bullet they leave with two or three
years' salaries and bonuses, and often
get to keep the company car.

There are plenty who say the sys-
tem is perfectly fair since nobody is
forcing companies to sign these con-
tracts, and top executives are so valu-
able that few are willing to resist their
demands. Wagar Hussain, consultant
with Hay management consultants,
says: “Both sides are taking a risk
when an executive accepts a new post
and there needs to be some sort of
compensation available.”

In Britain, outrage over big payoffs

Departure Payoff

What happened

$90m Clash of egos with Disney head Michael Eisner

$8m Merchant bank closed down with loss of 1,500 jobs after Harrison's strategic

gamble failed

$21m Resigned after a libel court decided that he tried to bribe Richard Branson,
threatening GTech's highly lucrative role in running of British national lottery

$7m Disagreement with rest of management about accepting strategic decisions

Sim Early departure in April 1998 for chief executive of banknote and cash
systems group; presided over falling sales and perennial profit warnings

$600,000 Chief executive of rentals business paid off at time of poor company
performance; first-half profits fell 53 per cent

Sim Marketing and supply director of Britain's fourth-largest supermarket chain
leaves with golden send-off although his part of business has done badly,
slowing profits for group, some stores closed

$750,000

Unsuccessful chief executive of electronic components manufacturer behind

mistaken $2.8bn US acquisition two years ago; dwindling group market value

Those in

the top tier
win big when
they lose
their jobs

has led only to minor reforms. Sir
Ronald Hampel, chairman of ICl and
also of the committee of British busi-
nessmen reviewing corporate gover-
nance set up more than two years ago,
has pushed for measures to improve
disclosure from companies. His com-
mittee’s work follows the report from
Sir Adrian Cadbury on corporate gov-
ernance, which recommended new
guidelines for setting executive
employment terms, including an end
to extended rolling contracts. The
reform has in practice done little to
cut back the huge payoffs.

Still, getting fired is no longer all it
is cracked up to be. Many companies
no longer pay lump sums to their fired
executives, but dribble the payments
out for months or years, the better to
keep their erstwhile employees firmly
gagged.

Others insist that a sacked execu-
tive who finds employment elsewhere
should lose entitlement to further
compensation.

But these are minor inconveniences
for the new business aristocracy — the
managers who earn millions for doing
nothing at all.

Britain steals a march in battle formthe beaches

Doug Cameron
ERMANS and
the British tradi-
tionally have a
fractious rela-
tionship on holi-
day together as they battle
over the prime beach spots to
tan their wan northern Euro-
pean torsos. Now British tour
operators have landed on the
German beaches in a big way;,
triggering a shake-up of the
travel industry.
Consolidation in the Ger-
man market is being driven
by the threat of competition
from abroad, notably from the
UK which boasts the largest
travel companies and the
most efficient charter airlines.
UK charters such as Britannia
and Airtours fill 95 per cent
of the seats on each flight
compared with 75 per cent on

German rivals such as LTU
and Hapaglloyd. The larger
scale of the UK tour operators
allows them to cut hotel prices
to the bone by buying in bulk.

In contrast to the cut-throat
competition in the British
market — industry lore has it
that companies make their
profit from duty-free sales to
the last three rows of a char-
ter flight—competition in Ger-
many has also been limited
by the complex web of cross-
shareholdings which frag-
ment the market and frustrate
innovation.

The recent purchase and
merger of TUI, Germany'’s
largest tour company, and
Hapaglloyd, a large charter
airline, by the logistics com-
pany Presseug shows conti-
nental Europe following the
UK model of creating verti-
cally-integrated travel com-
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Sun trap: profit margins take a basting

panies.The combined group
will command more than a
quarter of the DM21.5 billion
($11.9bn) German package
holiday market, Europe’s sec-
ond largest after the UK.
This is the second German
travel merger in three months

following the creation of C&C
Touristic, a joint venture
between Condor, the charter
airline arm of Lufthansa, and
Neckermann, a large tour
operator owned by Karstadt.

UK tour operators have
meanwhile been busy snap-

ping up businesses on the
continent to press home their
competitive advantage, which
has allowed them to offer
identical packages 30 per cent
cheaper than German com-
panies. Thomson and Air-
tours, the UK market leaders,
already control the Scandi-
navian market and have
made incursions into Ger-
many and Belgium.
Continental tour operators
had gambled that their trav-
ellers would not accept the
more cramped surroundings
of a UK charter aircraft. How-
ever, the penetration of the
UK companies suggests that
their price advantage is cru-
cial, particularly in attracting
those from less well-heeled
parts of Germany. Moreover,
UK charters in Europe fill only
around 35 per cent of their
seats from associated travel

operators compared with 85
per cent of their UK business.
This indicates that there is
plenty of room left for them
to expand by adding deals
with other operators.

The move towards vertical
integration — where a com-
pany controls a tour operator,
an airline and travel agents to
sell holidays —is creating con-
cerns among competition
authorities.

The German cartel office
originally blocked Presseug'’s
spending spree, citing the
dominant position which
would be created for WestLB,
which has stakes in Presseug,
TUl and LTU (the bank also
owns 15 per cent of Thomas
Cook, a large UK travel
agent). The cartel office only
approved the deal when
WestLB agreed to sell its 35
per cent stake in LTU.

MERGERS

Van Miert extends power base to cut delays

ERIC HERSCHAFT

Doug Cameron
AREL Van Miert, Eur-
ope’s competition tsar,
has been stung into
action to deflect charges
that the European Com-
mission is too slow to examine merg-
ers and acquisitions within the EU.
Companies have complained that they
have been unable to maintain the pace
of globalisation because Brussels has
slowed their search for partners in
Europe and elsewhere.

The EU’s competition directorate,
DG-1V, has a mandate to examine all
mergers which generate a global
turnover of more than Ecu5 billion
($5.4bn). The boom in Europe’s M&A
activity over the past three years has
clogged up the competition direc-
torate’s understaffed offices. High-
profile deals such as that between
British Airways and American Airlines,
and the cross-Channel ferry services
of P&0O and Stena, have been left in
limbo by feet-dragging in Brussels and
London.

Van Miert's move highlights the ten-
sion between his competition officials
and national anti-trust authorities.
Most of the delays are caused by deals

which fall out of the EU’s jurisdiction
and into that of national authorities.
The growing number of crossborder
deals in European markets has led to
scrutiny by more than one country, as
well as Brussels. “The main impetus
of the changes is that you shouldn’t
have multiple notification,” says Mike
Grenfell, EU competition specialist at
law firm Norton Rose. “The real nui-
sance of national rules is if you are a
large company operating in more than
one country.”

The latest revision cuts the thres-
hold at which Brussels has sole
authority to vet crossborder deals. The
new level of Ecu2.5bn in global sales
and Ecu100 million in each of more
than three countries will slash the
number of deals examined by national
regulators. Hence, companies will be
able to approach Brussels as a one-
stop shop for clearance on competi-
tion grounds rather than securing
approval from every EU country in
which they operate.

The new rules also exploit an anom-
aly in EU competition rules. Mergers
are handled by Van Miert's Merger
Control Task Force while the abuse
and creation of monopoly positions —
allegations which often arise from

Just leave the papers on the
desk: Van Miert has
promised to streamline
clearance of international
mergers and takeovers

M&A activity —are handled elsewhere
in DG-IV. The task force is well staffed
to meet its regulatory obligation to
rule on deals within five months, in
contrast to other parts of the direc-
torate which senior officials concede
are unable to keep up with the stream
of companies seeking clearance.
National competition authorities also
suffer from a lack of resources and can
take up to a year to examine merger
applications.

The definition of amerger has now
been clarified to allow the task force

to examine more deals, reducing the
workload of other departments. A
number of other changes have been
made to simplify the rules. Compa-
nies can now accept conditions laid
down by the EU before signing merger
agreements. Previously they had to
submit to a mandatory four-month
investigation by Brussels, which
would then demand the same condi-
tions anyway. The surge in M&A activ-
ity in the financial sector has also led
to a simplification of the rules gov-
erning banking deals.

The new rules also extend the Com-
mission’s vetting authority. The Com-
mission can now examine so-called
full-function joint ventures, which it
defines as those that could extend a
company'’s activity in one particular
market as opposed to creating new
business lines.

Brussels has started to crack down
on firms which fail to follow the pro-
tocol. Last week Van Miert imposed
the first ever fine for late notification,
fining Samsung Ecu33,000 following
its takeover of AST Research. Although
the Commission cleared the deal last
June, it discovered that Samsung had
actually consummated the deal some
months earlier.
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BUSINESS

GAMBLING

Goodbye baccarat, hello Vega

Alan Tillier
PARIS
RENCH casinos
have gone down-
market as a new
breed of opera-
tors, out to make
money rather than to impress,
take control of the Ffr8 billion
($1.3bn) a year industry.

The Barriére dynasty, long
the ruling force in casinos, has
been hit by tragedy: the crip-
pling of Diane Barriére-Des-
seigne, its high-living but
talented head, in an air crash.

It has also lost several
senior staff, notably its man-
aging director, Philippe Gaza-
gne, and has relinquished its
market leadership to the
brasher Partouche family,
whose members have built a
casino and hotel fortune after
fleeing former French Alge-
ria. The Partouche group now
has more casinos, a higher
turnover and greater profits
than the Barriéres.

The Partouche family’s suc-
cess is a reflection of the way
habits and styles have
changed since James Bond,
in lan Fleming's Casino
Royale, played baccarat and
chemin de fer surrounded by
beautiful women as he sought
to outwit a vicious crook.
Fleming drew on the real
French casino atmosphere of
the early postwar era, a glitzy
world that lingered on into
the 1960s and 1970s on the
Riviera and at Deauville. In
those days the hotels kept
restaurant staff on duty to
cater for the return of the high
rollers from the private gam-
ing rooms at 5am.

TELECOMS

Britain's

Nicholas Moss
HE last redoubt of
nationalised
telecommunica-
tions in Europe is
under siege. The
telephone company in Hull,
in east Yorkshire, Britain, is
not actually nationalised but
owned by the municipal gov-
ernment. Since 1904 it has
run a tidy local monopoly,
undisturbed either by nation-
alisation of all the other tele-
phone companiesin 1911, or
the subsequent telecoms pri-
vatisation in 1984.
Now the future has caught
up with Hull. Britain’s tele-
phone  regulator has

But that rarefied world is
dying out. Today, the key
player in the salles des jeux in
the nation’s 159 casinos is not
a dinner-jacketed man or an
elegant woman in an haute-
couture dress but a middle-
aged, plainly dressed subur-
ban housewife feeding Ffr100
($16) in small change into a
slot machine.

To find the essence of the
modern French casino expe-
rience, do not go to Cannes.
Instead travel to the outskirts
of Lyon. Few beyond France
have heard of the casino
there, La Tour de Salvagny. Its
400 slot machines, however,
have made it the most suc-
cessful in France, with an
annual pre-tax take of Ffr320
million ($53m).

This Las Vegas-style venue
has pushed the elegant
Divonne casino, once patro-
nised by Noél Coward, into
second place.

The steady money every-
where comes from the
nation’s bored housewives
pulling the handles of les slots.
The Partouche family’s clien-
tele pumps Ffr3,000 a day
into each one of the 400 slot
machines at La Tour. It is a
steady flow.

The six Partouche brothers
and three sisters, who
between them run many of
the group’s casinos, say they
are “not snobs” like their rivals
and do not play polo (a
favourite activity of the
Deauville set); they know
their clientele better, they say.

Hubert Benhamou, the
nephew of Isidore Partouche,
the family patriarch, said:
“The Barrieres give the

telephone regulator wants competition to go

demanded that Hull let oth-
ers into the city to compete
for the business of its 177,000
telephone subscribers. The
stubborn Yorkshiremen are
having none of it. Kingston
Telecommunications haswon
the affection of its customers,
who appear united in their
determination to maintain the
curious status quo.

Donald Cruickshank, head
of Britain's telephone indus-
try watchdog, Oftel, has a
point when he suggests that
telephone customers in Hull
might benefit if others, includ-
ing BT, were to be allowed to
offer services in the city.
Cruickshank argues that com-
petition fosters innovation
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impression that they do not
want to admit that they run
casinos. They do not want to
be populaire, like us. We are
full-time operators and know
the business that much bet-
ter. They had 11 casinos in
1988 and have 12 now; we
had six then and 20 now.”
Isidore Partouche, 67,
bought his first casino in 1973
in a small town near the Bel-
gian border. Previously, in
Algeria, he had been the rep-
resentative of Philips, the elec-
tronics giant, but like other
pieds noirs, or French settlers
in north Africa, he had to pack
up and leave quickly when
Algeria gained independence
in 1962. Today, Benhamou is
chairman of the board while
cigar-chomping uncle Isidore
heads the supervisory board.
The Barrieres’ marketing
strategy has been to attract

and that what is good for
everyone else ought also to
be good for Hull.

But Hull doesn't see it that
way. The city replies that cable
television operators have
been entitled since 1991 to
offer telephone services in
Hull but have chosen to stay
away. Why should BT now be
allowed in, since it could so
easily use its overwhelming
market size to crush Hull’s
own phone company?

The prospect that BT might
set up shop in Hull has already
provoked remarkable scenes.
In the House of Commons last
week, Alan Johnson, one of
the city’s three MPs, stood up
to defend the “cherished”

senior managers, golfersand
polo players to their hotels;
but these people do not play
the slots, even the tables, like
the hoi polloi to be found in
the Partouche establishments.
The result was a Ffr2.5m loss
in 1997 on Barrieres’ Cannes
operations, with profits in
Deauville down 25 per cent,
at Ffr26m.

The two cultures clashed
when Isidore Partouche spent
Ffr270m buying 30 per cent
of the Barriéres’ Cannes
company and was seeking to
add this jewel to his group.
The Barriéres refused him a
seat on the board and headed
him off with a new capital
issue. A Barriére executive
dismissed the Partouches as
“not our kind”.

Perhaps not, but the group
made 1997 profits of Ffr136m
($22.6m), more than

popularity of the company
among Hull’s citizens. His
complaints will be noted at a
higher level; one of the city’s
other MPs is John Prescott,
the deputy prime minister.

Cruickshank, who steps
down from his post at the end
of the month, insists he is not
for turning. He has taken a
personal interest — Johnson
described it as a “disgraceful
bias” —in ensuring that Hull's
subscribers have a choice of
service provider. To keep up
the pressure he has launched
an investigation into alleged
irregularities, including
breaches of licence conditions
involving cross-subsidy of
operations.

RONALD GRANT ARCHIVE

From card sharks to slot
jockeys: the elegant world
of Riviera casinos, once
frequented by James
Bond, is being replaced by
US-style gaming houses
full of slot machines

The money
comes from
housewives
playing

les slots

“All over the world telecoms
markets are being liberalised
to the benefit of consumers.
Hull should join them,” he
says.

Steve Maine, the former BT
executive who runs Hull’s
phone company, disagrees.
He says services and pricesin
Hull are already superior to
those on offer elsewhere.

“I'm not pretending there’s
not scope to do things better,”
Maine says. “My mail includes
complaints butit's normal [for
a business] to have unhappy
customers. We are not com-
placent, though, and are
addressing the problems.”

Maine says it is unaccept-
able that BT should be per-

respectable given the 50 per
cent of takings skimmed off
by local and national tax
authorities.

The introduction of slot
machines a decade ago saved
most French casinos from col-
lapse. Takings since then have
trebled to the current Ffr8bn.
This is small beer compared
with the Ffr34bn spent last
year on the national numbers
lottery, a football lottery and
various scratchcard games.
But casino takings continue
to increase (up 13 per cent
last year), thanks largely to
the slot machines. Benhamou,

mitted to compete in Hull
without Hull being permitted
to compete in the rest of
Britain; in fact Hull does have
asubsidiary, Torch Telecoms,
that has a national licence.

The fundamental issue for
Hull is not whether it should
or should not face competi-
tion, because in the end it can-
not avoid it, no matter how
firm the devotion of its local
MPs to maintaining the city’s
monopoly.

What Hull's voters ought to
be asking is why they don't
simply engage in a spot of pri-
vatisation on their own
account. There will doubtless
be many willing to take the
company off the city’s hands,

EDITING

however, says the French inte-
rior ministry still resists
authorising many more slot
machines.

“The French elite still thinks
of gamblers as unreliable cit-
izens. There is none of the atti-
tude found in the United
States, where people spend a
weekend at Las Vegas and
announce loudly in the office
on a Monday morning
whether they won or lost,” he
said. “If the government
wants tourists in France to
spend more, then it has to give
the gaming industry better
opportunities.”

to Hull

even if the municipality has
managed to run the business
ataloss.

What is it worth? Last year,
after a dose of restructuring
including the loss of 200 jobs,
the telephone company lost
£500,000 ($800,000) on a
turnover of £108 million. But
it is probably worth £500 a
customer, maybe slightly
more.

The good burghers of Hull
ought to cash in their chips.
If they did, they could walk
away with £100m or more —
a tidy endowment for a port
that has seen better days and
has better things to focus on
than running a tiny telephone
company.
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FRANCE

Set the regions on the path

Jean-Pierre Raffarin

HE regions have won their first bet: they

have achieved maturity, credibility and

legitimacy. Twelve years after the first

election of regional councillors by

universal suffrage, after only two elec-
toral mandates, the French regions have delivered
proof that they are capable of assuming the func-
tions they were given in a serious and effective
manner.

Those functions include renovation and mainte-
nance of secondary schools, professional training
and apprenticeships, area boundaries and economic
development, cultural and sports promotion and
regional rail networks.

They no longer need to demonstrate their success
and French people have understood that. In public
opinion polls they show they mostly support their
region. They also share the certainty that the efficacy
and the authority of a modern state depend greatly
on its capacity to liberate and give responsibility to
regional authorities. Being closer to the people and
co-operating with local organisations, these author-
ities are in the best position to deal with matters of
regional scope and interest.

On aregional scale, working together is the key.
In an institutional system of multiple local respon-
sibilities — shared between towns, community organ-
isations, départements, regions and local state
representatives — it is the regions themselves that
should co-ordinate initiatives.

This s the essence of a region: nurturing a vision
of the future of its area, knowing how to convince
multiple partners to join in coherent projects, rais-
ing finance — for example from European sources
—and turning regional ambitions into reality.

Allowing all partners their say is the only way to
proceed. The region's function is not to supervise;
it is to propose and organise. But regional power
today is still fragile. The lurking danger is the immo-
bility into which France has been plunged in recent
years, when it comes to its institutions. France made
abold choice in undertaking a drive to decentrali-
sation 15 years ago. But it stopped half way down
the road.

The state could not work out how to adapt its
administrative structures, since the decision-making
process almost always still went through Paris. The
joint responsibilities of the state and local organi-
sations on the one hand, and among the local

organisations themselves on the other, are badly
defined.

The drift is getting worse year by year. The
different institutional actors are constantly playing
at offloading responsibility, encouraged by a state
increasingly concerned to use regional funds to
finance policies that it no longer has the means to
undertake alone, such as paying for universities,
road schemes and employment promotion.

This confusion of responsibility is made worse
by the huge opacity and perversity of the system of
regional financing. Local taxes are, by their very
nature, inappropriate for regional functions. How
can you finance long-term projects, for example, in
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JOHN BRUNTON

Road to reform: progress
toward change is too slow
for France's regions

The time for
off-the-peg
government
is past

of power

job training with revenue which is dependent on
economic circumstances?

Taxpayers are increasingly indignant about taxes
for which they do not understand the reason or the
chain of responsibility. The piling up of adminis-
trative levels, all financed from the same taxes, is
an aberration and an anomaly which needs to be
ended urgently. As for the system of state grants,
this puts the regions in a position of effective depen-
dence, replacing the legal dependence abolished
in 1982.

It is time to give the regions new freedoms and
new sources of revenue to fix them definitively into
our institutional landscape. This must be done firstly
by affirming their general competence in dealing
with the development of their areas.

To achieve this, the new obligations should be
transferred to the regions in the economic sphere
(regionalisation of aid to promote employment and
decentralisation of the management of credits for
small and medium-sized businesses, trade and local
crafts, for example); for universities (management
of furnishing, equipping and day-to-day running);
road networks (regions should be allowed to run
the construction of major schemes at the point
where more local money is involved than national);
and for cultural promotion (maintenance of historic
monuments, for example).

To reinforce the regions, we should also, the day
after the regional voting later this month, relaunch
the debate over the method of election of regional
assemblies and put in place regional constituencies.
In unison with the remarkable push for decentral-
isation which is shaking up Europe (Britain, Italy
and Spain are strengthening their regional author-
ities), France must choose the option of a modern
state; that is to say a decentralised one, breaking
out of the straitjacket of administrative uniformity.

The time for off-the-peg administration is past.
We need it made to measure, and with imagination.
To this end we must go further in recognising the
need for positive discrimination, notably in the fiscal
domain.

The electoral debate which is just beginning
should be the moment to define the action to be
taken to favour the regions. Immediately after the
election decisions must be taken in favour of regional
power. [
Jean-Pierre Raffarin is president of the
Poitou-Charentes regional council. This article
first appearedinLe Figaro

WHAT DOES VIRTUE REALLY MEAN? This is
the question now facing Ankara’s public pros-
ecutor, after Turkey’s constitutional court
banned one Islamic party, Welfare, but now
finds itself confronting what many view as
Welfare by another name.

On 16 January the court barred Welfare's
leading figures from politics, including the
former prime minister, Necmettin Erbakan,
and ruled that Erbakan should face charges
of anti-secular activities and that his Islamic
party should be dissolved. The party assets
that remained (most had already been
squirrelled away) were confiscated and
handed to the treasury. Welfare party MPs
became Independents.

But recent weeks have seen these Inde-
pendents crossing parliament’s floor in droves
to join the newly formed Virtue party. Every
deputy in Virtue used to belong to Welfare.
Then, on 5 March, deputy Fehim Adak crossed
the floor to become the symbolic 140th MP
in the new party, crowning Virtue as the
largest political group in parliament. Prime
Minister Mesut Yilmaz, whose Motherland
Party has only 139 MPs, is leading a coalition
government with two other partners.

Vural Savas, the chief public prosecutor,

must now weigh the case of Virtue and

reality.

ooo

SLOVAKIAN PREMIER VLADIMIR MECIAR is
learning the advantages of politics without
a president. When the five-year presidential
term of his adversary, Michal Kovac, expired
last week, Meciar —who could not garner the
90 votes necessary to win the presidency
through the ballot box — happily watched the
position stay vacant.

Then last week he took the opportunity,
provided by the Slovakian constitution, to
tighten his grip on the country by broadening
his powers and assuming most of the func-
tions of the presidency. Since parliament has
been unable to find a potential successor to
Kovac, the prime minister has turned himself
into quasi-president as well.

Meciar’s first move was to cancel a

FROM THE ATLANTIC TO THE URALS

Will Turkish Virtue be
rewarded or condemned?

referendum scheduled for 19 April on Nato
membership and — perhaps more significantly
—on direct elections for president.

ooo

VIENNA'S HOLOCAUST MEMORIAL is to go
ahead. The plans have been delayed for more
than a year after controversy over the com-
mission and its siting. Rachel Whiteread, the
British artist and winner of the prestigious
Turner Prize, has agreed that the cube of
concrete she devised as a memorial to the
victims of Nazi purges in Vienna could be
erected 70 centimetres south of its original
site. Whiteread's monument, The Nameless
Library, was originally scheduled for
completion in November 1996.

The Nameless Library is a 266 cubic metre
concrete and asphalt stack of books with a
symbolic door at one end. But building was
called off after workmen digging foundations
found a medieval synagogue destroyed
during an anti-Semitic pogrom in 1421.

Archive records revealed that hundreds of
Jews had committed suicide there rather than
be forced to convert to Christianity. The
following year any Jews in Vienna who had
not become Christians were burnt alive in a
nearby meadow.

Critics of the planned Holocaust memorial,
who had already likened it to a “concrete
bunker”, demanded, after the discovery of
the synagogue that it be moved to a less
prominent location, or scrapped.

0oa

ITALY HAS BANNED A FILM for the first time
in 23 years for “blasphemy and perversion”.

Toto che visse due volte (Toto, who lived
twice) was partly made with public money
and was an lItalian entry for last month’s
Berlin film festival.

Sicilian directors Daniele Cipri and Franco
Maresco shot it in local dialect using a cast of
amateurs. But it has stirred controversy, par-
ticularly from within the Catholic Church,
over a number of scenes, including one
depicting an angel being sodomised and
another that shows God indifferent to the

Porno parent: La Cicciolina meets her young fans but cannot bring up her own child

crucifixion of a disabled person. “We would

have understood a ban on minors, but we

weren't expecting that someone would decide

to ban an adult from choosing what film to

see,” said Cipri Andrea Occhipinti, whose

company would have distributed the film.
He vowed to appeal against the ruling,
saying: “It's a decision unworthy of a
democratic country.”

0ooo

IDEAL DE GAZEAU IS DEAD. At the age of 24,
France's most famous trotteur, Idéal de
Gazeau, expired peacefully in retirement on
a farm in the Netherlands last week.

The news was greeted in France with the
sort of reverence usually accorded only to
statesmen or television stars, even in news-
papers which normally relegate horse-racing
to obscure corners.

Trotteurs race with asmall carriage, le sulky,
carrying le driver. Trotting-racing in France
attracts millions of francs in betting and the
horses and their drivers race for prizes of up
to $1m, far outweighing the more prestigious
thoroughbred racing

Its heroes are truly national. 1déal de
Gazeau, the best trotter of the 1980s, winner
of the world championship in New York three
times, was uncontested king of Vincennes,
Paris's premier trotting track in the park east
of the city centre.

p’titbonhomme (little fellow) because, as one
correspondent explained, he was “the people’s
hero, as with the concept dear to British
hearts”.

compare the “little fellow” to the Princess of
Wales in terms of popular affection.

A ROME CIVIL TRIBUNAL ruled that llona
Cicciolina Staller — La Cicciolina, the Italian
porn diva — was unfit for motherhood. It
awarded custody of her five year-old son,
Ludwig, to her former husband, the Ameri-
can sculptor, Jeff Koons. The judgment was
harsh, stating that La Cicciolina would not
be capable of fulfilling “the educational role
of a parent” because she was “excessively per-
missive”. Three years ago an American court
came to similar conclusions about the Hun-
garian-born actress, a member of the Italian
parliament in the 1980s.

GRAZIA NERI

Idéal de Gazeau was known popularly as

The writer went on, in doubtful taste, to

“When he tripped his irresistible trot round
the racecourses of the world, cries of love
mingled with cheers. Never has a horse
provoked such torrents of tenderness.” A
sad loss indeed.

ooo

La Cicciolina’s porno colleague, Eva
Orlowsky, herself the mother of an ado-
lescent, remarked that “if llona was a clerk,
the verdict would have been different.”

HAGEN - VERDENS GANG, OSLO, NORWAY

Le Figaro

THE TRIUMPH of Gerhard Schroder is
making Europe tremble. Has Germany
finally found the man capable of assum-
ing the mantle of Helmut Kohl? A new
face has suddenly appeared to relieve
the garrison. In Paris, London and the
other capitals, it is as if a new Germany
has been discovered.

Seven months before the 27 Sept-
ember general election, it would be
risky to predict the defeat of the
"eternal chancellor". Is it not said of
Helmut Kohl that he is never stronger
than when in adversity? But the size
of the SDP victory in Lower Saxony
has taken everyone by surprise. An
electoral dynamic has been born. It
may prove irresistible.

But Schroder is a difficult man to
classify. He is, in fact, a pragmatist,
sometimes accused of opportunism.

The contrast could not be greater with
Kohl.

Schroder has already given notice
that he wishes to enlarge the tradi-
tional and privileged alliance between
Paris and Bonn to include Britain. He
now has seven months of campaign-
ing to define his plans. As Valéry Gis-
card d'Estaing has recognised, it is the
moment to establish a “‘more global,
less personalised partnership’ with
Germany than that which depended
so much on Kohl.

Der Standard,

Austria

GERHARD SCHRODER is fiercely
determined to become chancellor, even
if he has to throw into the dustbin the
last of his tiny portfolio of principles.
His triumph in Lower Saxony how gives

PRESSWATCH ON: GERHARD SCHRODER'S PROSPECTS

him the aura of invincibility that Kohl
had for so long. Schréder is no German
Tony Blair but, just as the British
Labour leader did last year, he can still
propel his party to an election victory.

El Mundo

IN THE last German legislative elec-
tions, the SDP candidate - party leader
Oskar Lafontaine - came a disastrous
cropper. Everything was in his favour,
including the polls. But Kohl confounded
the forecasts and won at the voting
booths with relative ease. The analysts
gave their verdict: Kohl had triumphed
because Lafontaine appeared to the
electorate like an over-radical leader
far too close to the eco-pacifists'. The
SPD is not going to make the same
mistake again. Gerhard Schroder is the
fruit of that experience. As Eurosceptic
as a German social democrat can

decently be, openly hostile to a coali-
tion with the Greens, a part of what he
calls the political “‘new centre” and
defender of an economic policy of
“‘modernisation’, Schréder makes no
secret of his admiration for Tony Blair
and also Bill Clinton. There is nothing
here to frighten the German electorate.

Every observer predicts that the
battle between Kohl and Schroder will
be a tough one. Schréder is already
intimating that there would be no major
objection to a new “grand coalition"
between the SPD and Kohl's CDU, an
idea which does not dismay Wolfgang
Schéauble, though the current chan-
cellor remains firmly opposed.

It is not an attractive prospect. If
the major parties become more and
more like each other - and not only in
the Bundesrepublik - the opposition
disappears off the map. Democracy
has nothing to gain from that.
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El Pais

GERHARD SCHRODER represents the
new way. He represents a Tony Blair
style of radical policy. But unlike the
case of Blair, with Schréder no one
really knows what Germany's rising
star represents. At this moment he is
a leader without a programme.

Handelsblatt

NOW IS the time for revenge against
the newly discovered star of the SPD,
Gerhard Schroder, who has done
nothing over the past months other
than busy himself with the double elec-
tion battle for Hannover and Bonn. It
was a great triumph, but it was care-
less of the next steps along the way.
On the selfsame day that Schroder was
basking in the ovations from the Bonn
social democrats, a draft of an SPD

programme for government was already
being circulated. The piquant thing was,
though Schroder was formally cred-
ited as one of the joint authors of this
document, he had absolutely no influ-
ence on it whatever.

Berlingske Tidende

THE power-oriented, pragmatic, busi-
ness-friendly Schréder is the best pos-
sible candidate for the SPD. He has no
doubt that the party must renew itself
and that in so doing it will improve its
chances of grabbing political power by
garnering votes which are up for grabs.

Les Echos

PEOPLE are questioning whether
Schroder is capable of solving the
microeconomic problems as well as
getting to grips with the major busi-

ness and political questions. His
achievements as leader of Lower Sax-
ony have been only partial. He has lit-
tle experience on the international
stage, and his Eurosceptic stance,
which has not reflected German pub-
lic opinion in the past year, could eas-
ily work to his disadvantage.

New York Times

WHEN Tony Blair took over the Labour
leadership in Britain he had a clear
vision of the future, which he used to
reshape his party and win over a scep-
tical electorate. Lionel Jospin's suc-
cessful Socialist campaign for prime
minister of France last year was refined
through his unsuccessful run for pres-
ident two years earlier.

Schroder starts with less time, less
clarity and a more formidable oppo-
nent. He still has a chance, but he must

give new focus to the social democrats
and convince one of Europe's most
cautious electorates that his party can
offer Germany modern, responsible
government.

Mainichi Shimbun,
Japan

THE left wing of the SPD will regard
Schrdoder’s popularity as nothing less
than a challenge from the right.
Schraoder is a stronger opponent for
Kohl than Lafontaine would have been,
because he represents a much fresher
outlook than his rival.

If the Kohl regime is brought to an
end in September, it is clear this will
have a significant influence on the
European Union. The German general
election will thus be a crucial cross-
roads for Europe.

CARTOONISTS AND WRITERS SYNDICATE
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GERMANY = The future capital city is trying to
bury the ghosts of the past — with varying results

Tomorrow

belongs
o Berlin

Peter Millar
N THE MIDDLE of a forest of
cranes like a giant red shoebox
on stilts sits the gateway to the
future. Itis uninspiringly known
asthe “Info-Box”. Inside it today’s
tourists can become time travellers,
cruising —via the latest computer tech-
nology —through eerily empty cyber-
streets of the greatest capital city
project on the continent: virtual Berlin.

You can even take the city home
with you: a separately produced
Virtual Berlin CD-rom just released by
Century Software whisks the fin de
siécle armchair tourist on a tour of
sights, bars and restaurants. But then
Berlin has never had a problem with
fantasy: it is reality that keeps kicking
it in the teeth.

The city of Frederick the Great, Sally
Bowles and Adolf Hitler is reinventing
itself, from the underground all the
way into cyberspace. But of all the ogres
of the real world, the last of the above-
named individuals still haunts Berlin
most: the little corporal from the
ancient rival Austria, who perversely
convinced the world that Prussia and
its capital were the root of all evil.

Berliners could hardly believe the
world trashed their aspirations when,
in 1993, with the euphoria of reuni-
fication and the fall of the Wall still
fresh in minds across the planet, the
city’s bid for the 2000 Olympics was
rejected, almost out of hand. The
shadow of the Nazi propaganda
Games of 1936 was still more potent
than the city’s imagination of itself as
a symbol of the free world’s triumph
over communist dictatorship.

The trouble with burying the past
is that every now and then someone
comes along and digs it up again. In
Berlin's case, literally. The discovery
of abunker used by Nazi propaganda
chief Joseph Goebbels has compli-
cated plans for a Holocaust memor-
ial and the redevelopment of

Potsdamer Platz, from a wasteland
that only a decade ago still lay mostly
in the Cold War’s most infamous
urban no-man’s land, back into a
bustling city centre.

Itis as if Potsdamer Platz has been
condemned to be forever the focal
point of the German nation. In the
1920s it was Europe’s busiest traffic
intersection. The first traffic light —a
strange horizontal affair mounted
above a free-standing clock — was
erected there. Now a replica has been
returned, next to the Info-Box. Nearby
Daimler-Benz's new headquarters is
already up and running —though not
yet completed, while the postmodern-
ist bulk of Sony Europe’s landmark
corporate headquar-
ters is already begin-
ning to take shape.

The move of the

The city has

long a potently poignant symbol of
the city’s division, isolated and peered
at from both sides by foreign digni-
taries paying lip-service to the ideol-
ogy of whichever politician was their
host, old Pariser Platz is rising again.
New British and American embassies
are being built, while the Adlon Hotel,
alegend in pre-war luxury, has arisen
from the ashes, the construction costs
reflected in the room rates.

But, as with every new version of
Berlin, the casualties include relics of
the last one. Bahnhof Zoo, for exam-
ple, the station that was literally the
end of the line in the free world, then
later became a metaphor for West
Berlin's social angst from drug abuse
to child prostitution,
is now just another
inner-city stop. In its
place welcome

e e ee been boosted Lot Sancr e
despne o bme DY the focus — onsne vtne smtne
doubted itv_vpuld ever . . S-bahn that ca_rried
e man rosars OF Impending e G Benier
e starstalus e e o

and hosts its first par-

liamentary sitting next year. The min-
istries and civil service departments
will flow into the city over the coming
months, culminating in the arrival of
the Chancellor himself. Helmut Kohl's
biggest worry is that, with elections
intervening, it won't be him. Build-
ings that once housed Nazi ministries,
then communists, are now being taken
over by dedicated democrats. More
than a few are afraid of ghosts.

The Palace of the Republic, the
1970s concert hall-cum-parliament
that was the communists’ pride, has
been stripped of asbestos but could
yet be demolished for grandiose plans
to build a replica of the Kaiser’s palace,
blown up deliberately in 1947 .

Around the Brandenburg Gate, so
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westerners on day-
trips behind the Iron Curtain. Now it
is being refitted as the terminus for
the German capital in the heart of the
“government quarter”.

Bahnhof Friedrichstrasse, where the
shuttle line terminated, once seen by
Easterners as the gateway to freedom,
is now just a convenient stop for the
reborn shopping centre of the city. The
big prefabricated shed used by the
communist regime’s customs men and
border guards to channel the herds of
would-be emigrants is now a rock
venue, thoughtfully christened the
Trénenpalast, the palace of tears.

Another victim claimed by the
renaissance of the city centre may yet
be the Kurfurstendamm, deliberately
designed during the years of division
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Virtual city (clockwise from top left):
the Info Box in Potsdamer Platz;
the changing face of east Berlin's
nightlife; Potsdamer Platz today with
original traffic light, and back in 1925

to be Berlin's Champs-Elysées, to make
up for the loss of Unter den Linden to
the east. Since unification, investment
and attention have moved east, back
to the old city centre. The “Ku’damm”
where I and 10,000 others celebrated
the party of the century on 9 Novem-
ber 1989, the night the Wall came
down, is struggling to maintain its
magic.

In the east Alexanderplatz is sprout-
ing skyscrapers to rival London’s
Canary Wharf, but the Ku'damm'’s
chief rival, Friedrichstrasse, is still in
the pangs of rebirth. In the 1920s it
rivalled Oxford Street in London or
the rue de Rivoli in Paris. Under the
communists, its greatest claim to fame
was that it ended in Checkpoint Char-
lie. Charlie has long gone, recalled
now only by amuseum and a discreet
roadside memorial.

Some of the shops are already there,
making political statements rather
than profits but getting first grabs on
real estate reckoned to soar in value.
The top Paris department store,
Galéries Lafayette, has its Berlin
branch on Friedrichstrasse, with a spe-
cial atrium designed as a 1990s equiv-
alent of the art nouveau Paris original.
Berlin still lacks the money culture to
make such investments worthwhile.
The boom is yet to be: that is the belief
the Berlin bubble is based on.

Culturally, the city is bubbling as
never before. Not that West Berlin was
ever dull. But now its traditions of
anarchy and fringe excitement have
been boosted by the focus of impend-
ing star status. Debate continues rife
over how — or why — reunited Berlin
should support three opera houses,
when London, with more than twice
the population, is worried about two.

The legacy of division has left the
city with an embarrassment of cul-
tural riches, now impoverished by a
collapse in funding. Already the once-
prestigious Schiller Theater in the west
has given in to market pressure and
gone downmarket, abandoning
classical productions for crowd-
pullers. In the east, the Volksbiihne
has rediscovered its roots in the radi-
cal left. Similarly the Berliner Ensem-
ble, founded by Bertolt Brecht on
Schiffbauerdamm, by the banks of the
Spree and a stone’s throw from the
Reichstag, has weathered the death
of the east German playwright Heiner
Miiller, hailed as Brecht'’s successor.

Nearby Oranienburger Strasse is
the new centre of the city’s raunchy
nightlife, its kosher café and splen-
didly restored synagogue forming an
incongruous but tolerant backdrop to
the nightly parade of hookers in
hotpants. Bars here even celebrate the
old “DDR”, with cosy love seats made
out of the rear sections of Trabant cars.
But there are some who actually miss
it: not the tyranny, the repression or
the poverty but the resilient cama-
raderie of the oppressed and the old-
fashioned lifestyle that the dead hand
of communism in its own way pre-
served. In bars off the beaten track
they still sit over a Molle und’n Korn—
a beer and a schnapps — and whinge
about fancy new fads.

And what of the Wall? Once
breached, it was destroyed with wan-
ton delight, mainly by souvenir
hunters and those who saw the profit
to be made in selling off bits of it, so
quickly that nobody realised they
might miss it. Now only a few small
sections still stand, notably a 100-
metre stretch in Bernauer Strasse, still
floodlit at night and behind barbed
wire: ironically, to protect it. It has
been designated a national monu-
ment. The latest proposal is for paving
slabs to mark the course of where the
Wall once ran: lest we forget. |
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Little Hitler: Mosley in his BUF pomp arrives at a London rally in 1936

HISTORY

My childhood with Mosley

Trevor Grundy
IFTY YEARS ago this month
Oswald Mosley crossed from
Ireland to Britain to regroup his
fascist followers. His Union
Movement lasted until Mosley
retired from politics in 1966.

I was taken to see him by my fanatical
parents. Sydney Grundy, then 40, was a street
photographer. My mother, Edna, was in her
prime. She adored Mosley and had him badly
muddled up with Jesus Christ. They had joined
the British Union of Fascists in their late
twenties. Sydney, who had been reading
theology at Durham University when he met
my mother in Northumberland in 1934, spent
most of the Second World War in prison and
ended his life driving a London cab.

Edna called Sir Oswald “The Leader” and
when | was small she saw me off to school
with an outstretched right arm as she mouthed
the letters “PJ”, Mosley-member speak for
“Perish Judah”. | remember being wrapped in
a grey overcoat and a cap put on my head as
the four of us—my sister, Lovene, is five years
older than me — were taken on a circuitous
route to a schoolroom in Bethnal Green, in
London's then bombed-out East End.

The room was packed. A thousand people
(perhaps more) and the press were there, old-
style newsmen with notepads, cigarettes hang-
ing from lips, cameras with flashbulbs. | was
seven-and-three-quarters: an interesting age to
meet Mosley. The room went white as flash-
bulbs popped and Mosley entered. My mother
reached out to touch him. He mounted the
stage and prowled around, a lion in a grey suit.

He touched on the great, soul-stirring theme
of fascism, the nature of betrayal, the need-
less slaughter of youth in two world wars
which had wrecked a century not yet half way
through its course. He said that his generation
—the generation of the First World War — had
bled to death in the trenches. When they
returned after that holocaust in France and
Belgium, what did they find? The old men
once again ruling from the soft leather seats
of parliamentary power. He leant forward,
right arm forward like a boxer, the left held
lower as if to defend his body from attack.

“Every one of us knew that everything for
which we thought we'd fought had proved
illusion, had proved betrayal. But, my friends,
when we rose from the disaster of that expe-
rience, what happened then? It mattered not.
We have not lost; we've gained, we've won.
We've won ourselves and that's what matters.”
Those words lifted the roof off a school hall.

In 1956 Mosley asked me to his tiny office
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at the end of a long corridor at 302 Vauxhall
Bridge Road, his London headquarters. He
said that he needed young people to speak on
his behalf. He knew | had spoken at dozens of
meetings. The following year, shortly after my
17th birthday, | was asked by Union
Movement's secretary, Welsh-born Jeffrey
Hamm, to open a rally in Trafalgar Square.

I remember leaning forward in front of the
microphone, imitating (or so | thought) The
Leader; | poured out my soul before an audi-
ence of several thousand people, some of them
jeering members of the British Communist
Party, art students, CND organisers and anti-
apartheid activists. Afterwards, dozens of boys
of my age made contact and told me that for
the first time in their lives the scales had fallen
from their eyes. They were introduced to the
world of marching men, the sound of drums,
the carrying of flags which gave them — per-
haps for the first time — a feeling of power and
identity. Within a matter of weeks, the more
normal, socially adjusted enthusiasts had fallen
away. | was left to try to handle the social odd-
ities (weren't we all?), the family misfits, boys
who were on probation or who hated their
teachers, youngsters who wanted to show they
were able to fulfil a vast potential if only they
would be given responsibility, even if it was
just beating a drum, guarding a platform or
shouting a slogan which identified the enemy,
outsider, foreigner — the eternal Jew.

The greatest appeal fascism has is that it
makes the small person feel large because of
a close association with a Man of Destiny.
Benito Mussolini knew it; Adolf Hitler knew
it. Mosley intuitively understood that millions
of men and women were disillusioned with
the democratic process. Mosley's tragedy was
that a man of such charm and brilliance should
have started his post-establishment political
career articulating the fouler thoughts of
Britain’s small number of anti-Semites. The
tragedy was compounded when he effectively
ended itin 1959 at Notting Hill Gate when he
repeated from the platform stories he had
heard while canvassing, that West Indian
immigrants ate from tins of cat food.

| returned to Britain in November 1996 after
30 years in Africa. | left, partly to get away
from the influence of my family, partly to break
with Union Movement, partly for adventure.
Next to nothing is left of the Mosley organi-
sation —a few ageing men grouped as “Friends
of Mosley” meet once a year to relight the
flames of old love, loyalty. Their enemies now
are people like myself who once worshipped
him. [
The author’s Memoir of a Fascist Childhood
is published by Heinemann, £17.99

DIETS

How to achieve the perfect Bond body

Cath Blackledge
HE glycaemic index — a ranking
system for the sugary, starchy food
group known as carbohydrates —
is becoming the fashionable nutri-
tional device for offering a way to
eat well and lose weight. Controlling your
blood sugar levels through sensible eating —
in other words, avoiding bad carbohydrates
—ishow it works. Surprisingly, baked potatoes,
bread and bananas are among the bad guys.

When Pierce Brosnan needed to get in shape
to play James Bond in the film GoldenEye, he
turned to Richard Smedley, a personal trainer
of screen stars. As well as putting him through
a tough physical schedule, Smedley asked
Brosnan to check his carbohydrate intake on
the glycaemic index. The result: the perfect
Bond body. Others who turned to Smedley to
help them slim for their film roles include Julia
Ormond, the British actress, for the thriller
Miss Smilla’s Feeling for Snow, and Calvin Klein
model Milla Jovovich in her role as the alien
in sci-fi film The Fifth Element. All are converts
to the carbohydrate-watching craze.

The glycaemic index, which originates from
a method used by diabetics to monitor their
sugar intake, gives carbohydrates such as
pasta, cereals and carrots a rating based on
how quickly they are broken down by the body
into glucose. Those that are digested rapidly,
releasing glucose into the bloodstream quickly,
are given a high Gl rating. Sugar (glucose)
has the top spot, with a ranking of 100. Any
food with a rating of more than 60 is consid-
ered to have a high GI, and should be treated
with caution. Baked potatoes don't fare well,

and have a Gl of 85. Neither does the French
baguette, with a ranking of 95. Carbohydrates
that release glucose into the bloodstream
slowly such as pasta, green beans and apples
are given low Gl ratings.

When blood sugar levels rise quickly, the
body sends out a hormone, insulin, to protect
the body from this sugar rush and bring blood
sugar levels back down to normal. This surge
of insulin has two effects. First, insulin tends
to do its job too well, leaving the body with
low blood sugar. As soon as this hypoglycaemic
state is reached, the body starts to crave sweet
sugary food to boost sugar levels to a happy
medium, prompting a self-perpetuating cycle
of sugar eating, which eventually leads to
weight gain. The second effect, according to
followers of the glycaemic index, is that exces-
sive levels of insulin in the body prevent stored
body fat from being readily released as a source
of energy, thereby curbing weight loss.

Smedley recommends that a person fol-
lowing the glycaemic index guide should lose
no more than akilo or half a kilo a week. He
emphasises that just because a food has a high
Gl rating doesn't mean it should be excluded
from a normal healthy diet, just eaten in
moderation. For a healthy male, he advises
between seven to eight servings of grains, rice,
pasta or cereal a day (one serving is a piece of
bread, or half a cup of pasta). “You have to be
aware of the amount you eat during the day,
not too much food with a high fat content, or
at one sitting. The actual solution is to eat
properly, not to eat too many foods with a high
Gl and to take intelligent exercise,” he says.

Smedley has now put his film-star regime
into words, and last month published No more

Mr Fat Guy, co-authored by Jonathon Savill.

Others are involved in the carbohydrate
watching fad. This month will see the British
launch of The GI Factor, written by four
nutrition specialists, following its successful
release in Australia in 1996. The Gl method
is also the basis for one of the most popular
European diets: the Montignac method, led
by French author and chef Michel Montignac.
His books, Dine Out and Lose Weight, published
in 1986, and Eat Yourself Slim suggest different
meal combinations based on a food glycaemic
index. The World Health Organisation and
the United Nations Food and Agriculture
Organisation have also spotted the Gl trend
and are due to publish a report at the end of
the month on carbohydrates, which looks at
the beneficial aspects of the GI.

Despite the growing number of disciples to
the index, there is still a healthy amount of
scepticism surrounding it. “It's of interest to
people with diabetes or if you're running a
marathon, but for most people going about
their daily lives there will not be much differ-
ence,” says nutrition expert Prof Henry Leese.

The main problem, he says, is that because
foods are rarely eaten on their own, it is prac-
tically impossible to know the Gl of a standard
meal. This problem is exacerbated by the fact
that cooking foods changes their Gl —a baked
potato is worse than a boiled one, bananas
increase their Gl from 43 to 74 as they ripen
— and different types of foods have varying
Gls; basmati rice is better than instant rice.
Nutrition scientist Sheila Bingham is also a
sceptic. “With all slimming diets it's good to
have something to pin them on, and the Gl is
one. It'sapeg,” she says. She cautions that not

all low Gl foods, in particular Mars bars and
peanuts, are healthy options, because of their
high fat content.

Leese dismisses the notion that regular low
Gl snacks between meals are necessary to keep
blood glucose levels steady. “People do not
give the body the credit for what it can do. If
the need arises it can break down glycogen or
protein into glucose,” he comments. Leese
also debunks the popular myth expounded by
many diet books, including the Montignac
method and the Kensington diet, that carbo-
hydrates should never be eaten in conjunction
with protein-rich foods. “Our gut is designed
to absorb a mixture of foods. Eat a varied diet
is all it comes down to,” he says.

The Mediterranean diet remains the best
varied diet. Higher consumption of fruit and
vegetables, and unsaturated fats in the form
of olive oil, has left Spain and Greece the envi-
able legacy of the lowest European death rates
from cardiovascular disease. But that may be
about to change.

Antonia Trichopoulos of the Greek National
Nutrition Centre says that paradoxically those
who traditionally consume a Mediterranean
diet are turning to a north European one high
in red meat, solid saturated fats and heart dis-
ease. Spain and Greece now consume more
meat than all other European Union coun-
tries, apart from Luxembourg.

When EU member countries were asked
whether they believed they needed to make
changes to their diets to improve health, the
countries that most strongly believed they did
not need to were Italy and Spain. An essen-
tial component of the Mediterranean diet
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seems to be a large helping of complacency. ™  Action man: Pierce Brosnan used the glycaemic index to help shape up for the Bond role

DESIGN

Gordon F Sander

HELSINKI

F you've been casting envious
glances at a colleague’s
mobile phone recently,
the chances are
that it's a
Nokia. While
other mobile
phone manu-
facturers
compete to
see who can
make the smallest, most high-tech
handset, the Finnish company Nokia
concentrates on making phones that
are easy to handle and beautiful to
look at.

Such simple, functional beauty
is the essence of 20th-century
Finnish design and it's back in the
spotlight, thanks to a series of
exhibitions in London, New York
and Helsinki.

London’s Victoria & Albert Museum
is currently staging an exhibition of
Finnish studio glass; in New York the
Museum of Modern Art is leading the
international festivities in honour of

master architect-designer Alvar Aalto’s

Finnish furniture goes

part in fashioning

global

see Stefan Lindfors as the enfant
terrible of Finnish design; others say
that he is Aalto’s heir
apparent. He first
burst on to the then

" J complacent Finnish
- design scene in 1987

fill a room of the capital’s
Museum of Applied Arts in his
own style, Lindfors responded by
making “thrones” for the reigning

aftera when he was still a stu-
century dent. Given a free hand to
r of Russian
rule, design
played a key

FELRN

RO&0GL

centenary with
asweeping exhibition
of his stylish furniture,
while New York's Bard
Graduate Centre is staging “Finnish
Design: Utopian Ideals and Everyday
Realities, 1930-97”. The newly
refurbished Museum of Art and
Design in Helsinki houses a new per-
manent collection that chronicles the
country’s recent design history.
Design matters to the Finns. When
Finland became independentin 1917

the country’s new
4 national identity.
The architect and fur-
niture designer Alvar Aalto
(1898-1976) was a crucial figure
in creating a distinctive Finnish ver-
sion of modernism. While his con-
temporaries were building in steel and
glass with straight lines and right
angles, Aalto - influenced by the coun-
tryside around him —worked in wood
and designed objects with beautiful,
flowing curves. His place in Finnish
culture is underlined by the fact that
his face appears on the country’s 50
markka banknote.
In recent years a new breed of
Finnish designer has emerged. Some

superpower leaders George Bush,
Mikhail Gorbachev and Zhao Ziyang
in the forms of a scorpion, a sea
anenome and a symbol for the Aids
virus, respectively.

In 1992 the Finnish government
honoured its talented and increasingly
disillusioned native son with its most
lucrative cultural prize, the $80,000
Trailblazer Award.

“Lindfors has always known what
he wants and has not been afraid to
take personal risks,” said the award
citation, which also described him as
the “Aalto of the 1990s”.

That was bland and not enough to
keep Lindfors from flying the stuffy
Finnish design coop. In 1993 he

REX

Sensations (from far left):
jack-in-the-box television
stand and swinging divan
designed by Snowcrash;
Alvar Aalto depicted on
Finland's 50 markka bill; and
classic Savoy vase by Aalto

I0&0E25300

accepted an invita-
tion from the Kansas
City Institute of Art to
head its floundering design
department. Many of Lindfors’
works are inspired by insects and
reptiles — a slightly warped
updating of Aalto’s constant
influences from nature.

The three partners in the trendy
Finnish design consultancy Snowcrash
Teppo Askikainen — llkka Suppanen,
Ilkka Terho and Timo Salli — have
abandoned nature altogether. Their
Snowblow lamp and the jack-in-the-
box television stand created a
sensation at last year’s Milan Furniture
Fair. Salli, the designer, expects the
stand to be available this spring for
approximately DM10,000 ($5,520).
The upfront weirdness of Snowcrash
isa far cry from the conservative forms
of Aalto, but somehow one imagines
that the Finnish master, a radical in
his day, would definitely approve. M
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Half-baked fantasy gone sour

Alexander Solzhenitsyn
A Century in His Life

by DM Thomas

Little Brown, $36

VERY NATION's true bible is its
history, wrote Thomas Carlyle, the
19th-century Scottish essayist.
Russia’s secret bible this century
was Alexander Solzhenitsyn's The
Gulag Archipelago. It was more than a book;
it was a mission to memorialise the experi-
ences of the unnamed millions who died in
the camps under Stalin.

Against all the odds the mission succeeded.
The publication of The Gulag Archipelago spir-
itually eviscerated the Soviet Union and, unlike
Solzhenitsyn after the illness he described in
Cancer Ward, the state never recovered.

Just as Fernand Braudel composed his epic
survey of The Mediterranean and the Mediter-
ranean World in the Age of Philip Il in his head
while a prisoner of the Nazis, Solzhenitsyn
composed without pen or paper. He memo-
rised names and events as he went along with
a rosary made by a fellow prisoner. The for-
midable weapon of an individual’'s memory
did battle with all the black arts the state could
muster to erase its victims —and won.

Biography is an exacting discipline. It
requires a sense of ethical responsibility to the
subject, a journalist’s nose for rooting out hid-
den sources, a historian’s experience to assess
the information, all buttressed by the talent
of a good writer.

However, to read DM Thomas's soi-disant
“literary biography” of Solzhenitsyn is a deeply
depressing experience. The book is inaccu-
rate, ill-advised and, at 583 pages, an unjus-
tified waste of trees.

If Thomas had simply elected to include
Solzhenitsyn's name in a poem or novel he
might be able to justify his exploitative fan-
tasy; but the book is being passed off —at $36
— as the definitive biography and is boosted
with a vast photograph of Solzhenitsyn on the
dust jacket.

Into the pot Thomas has thrown such a
mishmash of fact and fiction that the reader
is left gagging. There are few footnotes. The
lack of scholarly apparatus means the con-
scientious reader has simply no way of check-
ing Thomas's wilder allegations.

Some of the inaccuracies are easier to spot
than others: for instance, a photograph is
captioned “Return to Rostov, 1984”. Solzhen-
itsyn, of course, returned to Russia a decade
later; he would hardly have appeared in Ros-
tov while his enemies Yuri Andropov or
Konstantin Chernenko were still in the Krem-
lin. No one at Little Brown, the publisher, had
the wit to spot this particular howler.

What are we to make of a whole chapter
entitled “Vetrov”, the codename, we are told,
that the prison authorities gave Solzhenitsyn
so he could inform on his fellow prisoners?
This damning accusation demands indepen-
dent and verifiable evidence. Thomas appears
not to appreciate that it is a serious matter to
accuse someone in prison of being a stool
pigeon, but there is no suggestion that he con-
ducted original research on this topic. Either
Thomas could not be bothered to interview
or he was incapable of tracking down any of
the hundreds of thousands of former camp
inmates (zeks) in Russia. They could have
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explained to him the deadly seriousness of the
issue of collaboration.

The biographer, who the publisher’s blurb
tells us lives and works in Cornwall, could at
least have caught a bus to the grim local
prison on Dartmoor and raised the matter
with some prisoners there. They would have
set him straight in no uncertain terms on what
anarkis.

Thomas insinuates that Solzhenitsyn got
off lightly in prison because he was “a semi-
trusty”. “His privileged position at the Kaluga
camp was extraordinary. He certainly did not
gain his privileges dishonourably; arguably
they were the consequence of sheer luck,
an officer’s uniform and a confident manner
upon arrival.”

Solzhenitsyn's reception on arrival at Kaluga
is made to sound like a business traveller who
receives an upgrade because he happens to
be in luck;, is dressed in a suit and knows how
to chat up the check-in girl. Aside from
Thomas's vacuous style, where did he get all
this? Did Solzhenitsyn really spend time in
the prison camp dressed up in his officer’s
uniform? How was that possible? Did the
prisoner truly have a confident manner on
arrival? Did any prisoner?

Fascinating, if proven, but where is the
evidence? Thomas owes it to his readers, to
Solzhenitsyn and, dare it be said, to the
millions of victims in the camps to justify
his remarks.

Solzhenitsyn himself attributes his survival
“on at least two occasions” to a knowledge of
mathematics as opposed to a literary educa-
tion, which meant he was useful to his tor-
mentors. Evidence comes in an autobiographical
sketch submitted to the Nobel Foundation in
1970 not clearly cited by Thomas.

In another surreal passage, Thomas invites
the reader to imagine Solzhenitsyn having sex
with a female guard. He supports his argument
with appeals to half-baked Freudian analysis,
unattributed “sources” and his own conviction
that Solzhenitsyn must have done some of the
things he wrote about: “There was, then, a
varying dynamic of dominance and
subservience. In matters of the heart, the
female officers sometimes secretly trembled
before the men whom they were supposed to

discipline; sometimes, indeed, lay down and
opened their legs to them. Since Nerzhin [a
fictional character from The First Circle who
has an affair with an KGB lieutenant called
Simochka] and Solzhenitsyn are so close in
terms of their life history, it is all but
inconceivable — indeed, it would run counter
to artistic coherence — if the fictional figure of
Simochka were not closely based on reality.”
And so on.

Alittle later we read: “When the Nazis built
Buchenwald, they left untouched at its centre
Goethe’s favourite tree. Just the same, he ought
not to have got rid of Alina’s thick flannel night-
dress.” This is pure bathos.

The most serious charge against Thomas is
that he has mingled unsubstantiated specu-
lation with poor research and presented what
is, in effect, a work of fiction as a work of
fact. Perhaps, as a poet, Thomas believes he
need not be bothered by historical truth or,
ndeed, original research. Yet the life of
zhenitsyn cries out for a great biography,
pased on eye-witness accounts of the people
Solzhenitsyn knew.

For example, what do the pupils whom he
taught mathematics and physics while “per-
manently exiled” at Kok Terek in southern
Kazakhstan remember of him? Thomas did
not apparently visit the sites of the prisons
where Solzhenitsyn was held.

Nor did Thomas retrace the route of the
writer’s extraordinary return to Russia in 1994
on the Trans-Siberian Railway from Vladi-
vostok. Instead he endlessly
quotes from a BBC docu-
mentary that followed
Solzhenitsyn’s progress. But
television — one of Solzhen-
itsyn’s own bétes noires—isa
notorious dissembler of

place four years ago, not the
1950s. Instead of rerunning
his video in Cornwall,
Thomas could have gathered
direct impressions from the
participants.

The biographer attacks
the Russian writer during his
exile in Vermont for “pro-
cessing information like a bureaucrat pro-
ducing pig iron”, completely missing the point
that Solzhenitsyn’s style and approach was
forged in the camps when to hoard informa-
tion was an act of inestimable courage.

Just as the Bible was a banned book, not
available in any Intourist hotel bedroom
drawer, Russia’s 20th-century true history was
forbidden literature, circulated only in
samizdat form.

Afew people, mostly women, took real risks
in copying these works from crumpled and
dog-eared pieces of paper. They were the “hid-
den allies” who helped Solzhenitsyn. Their
motivation was not simply a love for the writer
but a determination that the book and thus
what it represented see the light of day. Mean-
while he was encircled by those who sought
to destroy him: a whole department at the
KGB was devoted to that end, as were agents
at the Novosti Press, a front organisation for
the KGB.

It is baffling, therefore, that his biographer
misunderstands the nature of Solzhenitsyn’s
relationship with those around him. Thomas
constantly carps about his subject’s cruel

The biography
1s Inaccurate,
truth. These events took 1|[-advised and,
at 583 pages,
an unjustified
waste of trees

aloofness to his female allies, as if he expects
the writer to jolly them along or give them
children.

He criticises Solzhenitsyn for not tele-
phoning his ageing first wife (who secretly
married an editor at Novosti Press and
endeavoured to persuade Solzhenitsyn not to
publish The Gulag Archipelago). Thomas
compares Solzhenitsyn unfavourably with the
American poet Robert Frost, who reacted to
the death of his child by becoming, in his
poetry, both the “unsolaceable (sic) wife and
the insensitive husband”.

“Solzhenitsyn could not find that kind of
creative power, because finding it would
have meant exposing his psyche to too much
feeling. That is why his poetry failed; and
why, after his great creative decade, he became
a historian.”

Thomas, who is a poet and novelist, may
think that history is something for failed poets,
but whatever his own views he singularly
ignores Solzhenitsyn’s place in the Russian
literary tradition. Given Thomas's dislike of
history, the portentous subtitle, “A Century in
His Life”, is a misnomer.

Solzhenitsyn is neither a poet interested in
delving into his own psyche, as Thomas wants
him to be, nor a historian in the modern
western sense, as Thomas imagines he
became. Rather he is of the same genre as
writers of Russian philosophical essays; men
such as Aleksander Herzen (1812-70). They
examined socio-economic issues by means of
metaphysical language.

Inthe late 20th century it
is increasingly difficult to
put oneself in the mind-set
of a man who consciously
chooses a serious path of
non-conformity and sustains
this position for decades.
The biographer lacks the
necessary empathy to
explain Solzhenitsyn to the
modern western reader.

Despite the fact that
Solzhenitsyn refused to be
interviewed for this biogra-
phy, Thomas constantly
refers to him with the Russ-
ian diminutive Sanya, as if talking of an old
friend. Indeed, Thomas is reported to say
that he considers his book favourable to the
author.

Biography which is masterly can stand the
test of centuries. Even a well-written hatchet
job —such as Suetonius on the Emperor Nero
—is as enjoyable now as it was 2,000 years
ago. But when a biography is poorly executed
it leaves a sour taste in the mouth; the book
itself usually ends its short life in a bargain
basement for unsaleable remainders.

This biography of Solzhenitsyn deserves the
latter fate. Unfortunately, it will probably
assume an importance it does not merit. As
time gradually erodes the number of those
who lived through the period that Solzhenit-
synimmortalised, Thomas's secondhand and
second-rate take on this world will become,
by default, the definitive biography.

How paradoxical that the book’s solid and
weighty physical appearance is so much more
presentable than the poorly copied samizdat
versions of the Solzhenitsyn texts which
proved themselves so powerful.

GALINA SLEPNEVA

TRAVEL

Tourist targets: a car crosses the no-man'’s land between Taliban and opposition lines in Afghanistan
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Wish you weren't here

Simon Reeve
HEY are the world’s least likely
tourist destinations. Wealthy trav-
ellers bored with trips to Barbados
or Tuscany are turning to war-
zones and the most dangerous
countries on Earth for excitement.

With itineraries including Algeria, Chech-
nya, Afghanistan and Iraq, these independent
“terror tours” are for those who want an
adrenaline rush rather than a suntan. Many
of the most dangerous countries, such as Iraq
and Algeria, offer breathtaking historical sites
set amid the kidnappings, murders, bombings
and civil insurrection which have made them
infamous.

The numbers of visitors to unusual parts of
the world is rising dramatically. Last year the
Antarctic received 15,000 holidaymakers, five
times as many as in 1991, while in Cambodia,
a nation still racked by guerrilla attacks and
regular fighting, western tourists flock to the
serene temples at Angkor Wat. Trips to see the
wreck of the Titanic will soon be available at
nearly $30,000 a head, while two Japanese
businessmen have even paid to go into space
on a Russian rocket.

Many of the new breed of independent
tourists have travelled the world; now,
according to Philip Haines, who has organ-
ised recent trips to Iraq, they want something
different.

For nearly $2,000 Haines has been offering
tourists a Royal Jordanian Air flight to Amman
and a four-wheel-drive journey across the Iraqi
border (an obligatory HIV test as you cross is
$50). Highlights of the tour include a boat trip
on the Basra marshes, an outing to what the
Iraqis claim is the site of the Garden of Eden
and a whirlwind trip around Baghdad while
staying at the city’s four-star Al Rashid hotel,
from where foreign correspondents watched

cruise missiles fly by during the Gulf War.
Haines planned to take a small party of tourists
to Iraq at Easter until the threats of western
air strikes intervened. Among those who
booked tickets are two solicitors, an archae-
ologist and a policewoman.

Chantal Van de Cruys, an adventurous Bel-
gian traveller, returned from a short trip to
Irag only last week. She fell in love with the
country after her first visit in 1994 and regu-
larly takes parties of up to 15 tourists there to
see historical and archaeological sites. “It's a
magnificent place; the cradle of civilisation,”
said Van de Cruys, who teaches psychology
near Antwerp and has travelled throughout
Africa and the Middle East. “Most of the peo-
ple who go with me have travelled the world
and are interested in Iraqi history.”

Other tour operators have gone further, with
Italian agents organising “holidays” on the
front line between warring armies in former
Yugoslavia and German companies organis-

COME to a Mediterranean utopia of beautiful
beaches, vast deserts and Roman ruins, a
friendly land where you can holiday among
bikini-clad sunbathers or walk among hermits
and desert nomads. All these delights and more
can be yours in Algeria, where the government
has decided tourism could help improve the
country's parlous reputation for terrorism. Alge-
ria was attracting 700,000 visitors a year in
the early 1990s but years of bombings and mur-
ders have proved a severe discouragement.
Airlines have stopped flying to the country since
an Air France jet was hijacked, the Algiers Hilton

e |

ing “sniping holidays”. Tourists were taken
into the hills near Sarajevo by Serbian soldiers
and shown the best spots to hit civilians in the
town below.

Thrill-seekers who want to go it alone must
turn to an eclectic guide book entitled The
World's Most Dangerous Places (Fielding’s,
$21.95), which has just been reprinted in
Europe for the second time. The book offers
practical advice for those needing a late-night
taxi in Baghdad (after 10pm there is a sur-
charge) or wanting groceries in Afghanistan
(shops open at 8am but many close on
Wednesday and Friday).

Robert Young Pelton, the book’s Canadian
author, and his team of writers researched
their book by traversing the globe. They have
the stories to prove it: the author, a fellow of
the Royal Geographical Society, has lived with
the Dogon people in the Sahel, been attacked
by PKK rebels in Turkey and survived a plane
crash in the central highlands of Kalimantan,

closed its doors in 1995 only months after open-
ing and foreigners have been targeted for assas-
sination. All that has not stopped the
government from launching a new tourism
drive, complete with videos, website and a
brochure entitled Algeria - Wise Escape. Albert
Camus, the French novelist, once holidayed at
Tipasa, the second-century Roman ruins des-
ignated a world heritage site by Unesco. But
the authorities will have a difficult job persuading
all but the most adventurous of travellers to
visit a country where 70,000 people have died
in a bloody conflict that has raged since 1992.

the Indonesian part of Borneo. According to
Pelton, his book is an attempt to alert people
to the risk of danger, not glamorise the vio-
lence of war zones. However, this book is
lauded by adventure-seekers and the first two
editions sold out. The book rates several states
as being genuine five-star “hells on Earth”,
including Algeria, Somalia, Sierra Leone and
Afghanistan.

Pelton believes that the market for travel to
dangerous parts of the world has increased
partly because of the falling cost of air travel.
“Nowadays $1,200 will take you anywhere,”
he said. But the main motivation for terror-
tourists seems to be escape from a mundane
existence. John McBride, for example, isa 53-
year-old former British soldier who spends 11
months of the year working for $200 a week
as a council dustman in Glasgow and one
month in the world’s hell holes.

Last year McBride was in Rwanda, just
months after the country’s borders had
reopened following civil war; he admits that
some people think he is “sick or totally insane”
and rates the country as the most nerve-
racking of all the 84 countries he has visited.
Other experiences he relates include being
held up at gunpoint in Afghanistan and being
questioned for hours by trigger-happy soldiers
in El Salvador, who believed he was a CIA spy.

Other terror-tourists have not been so lucky.
An American tourist in the Chechen capital,
Grozny, disappeared without trace early last
year; a Frenchman travelling by foot in the
same country was killed during a Russian
artillery attack on rebel positions.

While some seeking to escape from normal
life are wealthy and independent, most are
like Chris Savage, 39, and his wife Sue, who
hope to travel to Iraqg.

“We always seek out adventure holidays,”
said Chris. “I'm a chartered accountant but |
wanted to be a lion-tamer.” |
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MIPIM TRADE EXPO

Cannes fair st

Galina Slepneva
AS the Internet rendered
the trade fair redundant?
Although 8,000 movers
and shakers in the prop-
erty world are converging
on Cannes for the annual property
trade fair Mipim (Marché Interna-
tional des Professionnels de I'lmmo-
bilier), a lot more business is now
initiated and pursued in cyberspace.

The key benefits of the virtual prop-
erty business are ease of access and
the ability to update information.
“Some 30,000 property professionals
world-wide regularly use the Inter-
net,” says Nick Rosen, whose com-
pany, Intervid, has helped British
commercial property company Strutt
and Parker reach the Net. Strutt and
Parker’s website (www.struttand-
parker.com) showcases its knowledge
of the London market in updated
reports.

However, whether you are buying
ahorse or a house, the old rule, caveat
emptor (“let the buyer beware”), still
applies, and to close any deal you still
need to get up close to your potential
partners. This is why physical net-
working — the traditional function of
the trade fair — can never be fully
replaced by computer networking.

Mipim provides the environment
where the four key groups involved
in the property market can circle each
other in an intricate quadrille. First
there are the developers. They stake
out the centre of the “dance floor”
together with their timid partners, the
bankers/investors, who make up the
second group. “The golden rule to
remember is that bankers always
panic,” says one successful developer.
When the Asian markets collapsed he
flew to Thailand and paid $800,000
cash for a hotel complex in Phuket.
Three years earlier construction costs
had been $6 million.

The third group on the dance floor
is made up of service providers — a
blanket term covering architects, sur-
veyors, builders and designers. They
each have their own individual style;
you can always distinguish the inter-
minably slow-dancing builder from
the free-dance style of the designer,
but the bottom line is that they are at
Cannes to sell their skills.

The fourth body of dancers are the
so-called end users — these are the
multinational customers of the
buildings. Whether you are develop-
ing office space in South Africa or the
Czech Republic, the Big Blue and the
Big Mac are big players who need to
be courted. They stomp around want-
ing their own way.

Members of the final body often feel
like wallflowers at the dance. These
are the local authorities who send rep-
resentatives to attract inward invest-
ment. They sit at their stands waiting
for members of the quadrille to bring
them on to the floor. One example of
the effectiveness of this final group is
the creation of the 13-kilometre
@resund bridge, scheduled to open in
2000, providing the first fixed link

For more information or to advertise in the classified pages, please contact us on
Tel: +44 171 7883, Fax: +44 171713 1835, E-mail: classified@the-european.com

ill sold on human touch

Model city: a $1.6m vision of London's future; miniature buildings are linked to computers so that visitors to Mipim can learn about key developments

between Sweden and Denmark. The
service provider, Scandinavian design
team Landskona, will be at Mipim.
Many visitors to the fair have
teamed up not according to industry
sector but on a geographical basis.
The London contingent comprises 43
companies and 180 delegates, and is
led by Robert Gordon-Clark under the
umbrella of inward investment agency
London First Centre. A massive model
which cost £1m ($1.6m) represent-
ing 117 square kilometres of London
has been constructed by Pipers Inter-
national and is a highlight of the fair.
Organisations such as the Corpo-
ration of London, the London Dock-
lands Development Corporation,
Paddington Basin Developments,
Greycoat and Hanson Properties have
stands positioned around the model,
which measures 15 metres by five
metres. Miniature buildings are linked
to computer screens so that visitors
can obtain details of key develop-
ments, notably Bankside, which
promises to focus attention on ariver-
side area opposite St Paul’s Cathedral,
an area which last enjoyed a building
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REAL DEAL

= Year established:
1990

= Number of visitors
attending: 8,000

= Increase in
investors since 1997:
175 per cent

= Number of
countries
represented: 52

= Country with
largest
representation: UK

Look out for

= The world's
largest interactive
model; measuring
15m x 5m, it shows
117 sq km of London
= Plans of the
world's tallest build-

ing going up in
Shanghai - see them
first on the Kohn
Pedersen Fox Stand

Did you know?

= Total spending on
new construction
globally is around
$1,000 billion

= Inward investment
into the European
property market is
$12.5bn

u 97 per cent of visi-
tors confirm that
Mipim brings them
specific business

= The estimated
value of business
generated at Mipim
is $20bn

= The average
annual spend on con-

struction in Berlin is
$91bn

What is ...

= Bleg: the Berlin
development agency
= Bankside: a
scheme on the
south bank of the
Thames in London,
which last saw a
construction boom
in Shakespeare's
time when theatres,
brothels and bear-
baiting pits were in
fashion

» The Culture
Boulevard: a
development in
Denmark

= The largest
building site in the
world: Berlin

boom at the time of Shakespeare. The
rival to the model of London at Mipim
is one of Berlin (see pages 30-31).
Berlin looks set to become the key
European capital of the 21st century,
with global investors such as Sam-
sung, Sony and IBM targeting the city.
The process of selling off state assets
in east Berlin has kick-started more than
100,000 new businesses in the region.

The average annual spend on build-
ing in the city by foreign and German
builders is DM165 billion ($91bn).
Jurgen Klemann, senator for building
in Berlin, says the city last experienced
such an upswing at the end of the 19th
century.

New transport infrastructure is
improving Berlin’s rail and road con-
nections. The Bahn AG is spending
DM20bn to boost links to west Ger-
many. The Berlin development agency;,
Bleg, owned by the state of Berlin and
the LandesBank, acts as a one-stop
agency for investors. Most of its pro-
jects are situated in the east of the city
—in particular around the 160,000sqm
Spreeknie project, an industrial ruin
in Berlin-Kdépernick. [

ABERDEEN
- WHAT THE TECHNOLOGY WORLD
IS COMING TO

Technology companies in Aberdeen operate in a competitive,
dynamic business environment and are turning new technologies
into marketable products and solutions. Grampian Enterprise
encourages innovation and technology development and offers an
excellent environment for growth and success - this includes a range
of tailored financial packages to ensure that companies’ investments
are successful and profitable.

Aberdeen
offers investors:

@ A cluster of 800 technology-based
companies is developing and growing
in Aberdeen & Grampian. Here are just
a few of the reasons why:

® Nearly 100,000 people
are employed in the
software, engineering,
oil & gas and
food & drink
industries.

@ This impressive
pool of knowledge and
skills is fuelling new, emerging
technologies in Aberdeen
-telecommunications, instrumentation,
electronics, process engineering,
software and environmental sciences.

® 34,700 new jobs were created in
Aberdeen & Grampian between
1981 - 1995 and all employment
sectors showed gains.

@ Aberdeen is recognised as a world class
centre for technological excellence
in downhole drilling and subsea technology.

@ Home to two universities, 5 international
research institutes of world renown and the
International American and French school.

an /o
Grampian /
?Efnterprise

@ A prestigious corporate community with over
150 international companies thriving in
Aberdeen.

For further information contact:
Business Locations at Grampian Enterprise
27 Albyn Place, Aberdeen AB10 1DB Scotland
Telephone: +44 (0) 1224 575100
Facsimile: +44 (0) 1224 213417
EMail: gel.businesslocations@scotent.co.uk

® Grampian Enterprise manages Scotland’s
foremost Science Park.
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For more information or to advertise in the classified pages, please contact us on
Tel: +44 171 7883, Fax: +44 171713 1835, E-mail: classified@the-european.com
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RIVIERA WELCOME
Chauffeur driven cars

NMarseillle—-Euromedrterranee

Limousine - Minibus
: : Airport transfers
Aon Risk Services Gensler Sheppard DEGW Tiney Sight Seang Tour
The Commercial Property Division of Aon Risk Services has . DEGW h h 2 | f m :
established itself as the leading insurance brokers and risk ArChlteCt Of RObson pIaSning gﬁd rgg;iegntinznwo?kiggeaerﬁvireoxr?niZi?sceV\?e m ‘-CpeCIal RBIESfOT MlPIM Ly ' 5
mana}g?ment consgltants i.n this sector. With our team of apply to workplace desian a unigue research-Based '\ [ X
speuallst_s, we provide adwc_e on all aspects of property ar_1d | deaS Architects pg y tandi p f 9 . g lated 1 i ) ) 17 ruest honore 06400
construction insurance, serving the needs of the Commercial Planners !‘m t_eI‘S z?n Indg 0 IOtUI' ulserhs neeas, re a? 0 Or(:jll_in Consulting Engineers Cannes I t | 1
Property market. Isational ana cultural change over tume. IS
Aon, the only name you need know for Commercial Property insurance. Roman House Interior designers enables us to provide our clients with solutions that| | Innovations and .
Contacts: Wood Street help them meet their organisational and business| | Expertise Tel 1 0609 96 07 02 ] ” I ]
Bill Gloyn David Brown Ja(iky Cooper_Mike Alderton Mark Riley-Pitt London EC2Y 5BA Sheppard Robson objectives. in Building Design Fax: 0493388722
Aon Risk Services Ltd k Porters North, 8 Crinan Street, London, N1 9SQ e )
Commercial Property Division 27 P?:Ir W_?y Tel: +44 (Q)L71 239 T777 Specialists in the field l TI
ondons amden Town el: + , ,
e S Tl +44(OLTL 256800 | | gncion Fax: +44 (0)171 278 3613 o Missur Ok pi
Fax: +44 (0)171 301 4354 Fax: +44 (0)171 256 8747| |NW1 7PU e-mail: general@degw.co.uk Engineering Services
CLOSEQUT SHLE: Ao
THAMES gateway - » [
T _ commotion| (gbietsia) o e
~ S . MEARTI NS & Lﬂ"rw Waterman $OSCar Faber visual reality consultants 8 pHIId| st fﬂwe}sldﬁ -
oL — Lol i Partnerchi SinANe Havoen CONNEL ARCHITECTS iy d}’ iy nq‘og :
PARTNERSHI1IP arners Ip Wopmmm\(m umg
The development . International Consulting Engi telephone 44 (0) 171 582 6372 . ’ LY
ontion in theworld | | Adelaide House PROSPERITY | [ one momig manees 25 Chsopter et in Exardng oo Reinng
p . The complete engineering service ) London EC2A 28S facsimile 44 (0) 171582 6272
class city. London Bridge fo the property and constiuction Altrincham = Belfast = | | - raepnone: (as) 171 454 8200 email info@commation.co.uk | | 08 s 500 bow ekl from
For more Informetion L ONDON THROUGH industryp perty Birmingham e Bristol Facsimile: (44) 171 454 8400 e b W}l 4047 2 c@/t !
) - iff ® - E-Mail: we . q 1 - . 2
contact Kevin Kingston, ECAR 9DT B ARTNERSHIP 4647 Blackiriare Road C_ardlff Coventry Jus‘ice.A@Londﬁ; ' o Atpihcommotoncouk ﬁ?( m), . s Euromye@terrapee, a designated operation of natlpnal interest, ynderllnes
director London Edinburgh = Exeter = : ! 0 PfOVm prﬂﬂtpolmtld. France’s intention to play a key part in European policy for the Mediterranean
Unit 4, Stratford Office Village, SE1 8PN Glasgow = London = Masterplanning and eventual southern free trade zone.
Broadway, London E15 4EA. “ (0)1;? 626 3411 Eo e Oy 536 a0 St Albans = York = Archiecure 21 claylands place A '[raqu] London‘ Land Brokes Backed by a 1.7 bn franc investment program, Euromediterranee is commited
Tel: +44 (0)181 221 2880 Tel: LONDON  MOSCOW  LEEDS Kuala Lumpur = Interior Design h | to the urban renewal and economic development of a 310 hectare district
Fax: +44 (0)181 221 2884 Fax: ) BIRMINGHAM BRISTOL GLASGOW | | Moscow e Singapore Restoration the oval TEUFAX +44 (0) m 723 4599 comprising the seafront, central city area and site of the new TGV station.
internet: wwny. tharmes gateway. org.uk 44 (0)171 623 9459 0171 247 5556 | | MANCHESTER  SOUTHAMPTON Stategic Space Planning london sw8 1nz This integrated initiative ensures this new, international centre for business
and trade will enjoy the optimum conditions for success.
The future lifestyle Euromediterranee is building toward respects past and
M AU R I T I U S present values while meeting the new economic and civic needs of private
3 HOTEL COMPLEX WODAN and coporte itzens
o s FOR SALE :
cEfEEEE Andalusia SA
p"'_':l rl__ Eupt:t: " n a us a LES DOCKS. 10, PLACE DE LA JOLIETTE. B.P.81. 13304 MARSEILLE CEDEX 02 - FRANCE - E-MAIL : THMARTIN@EPA-EUROMED. FR. TEL. 33(0)491 14 45 00 - FAX 33(0)491 14 45 21
: |
:'ILI::-E | I-: # ) - - - ‘\‘
""--ll:_"_' b L Major Belgian/Spanish constructor & Avda. Dr. Federico Rubio y Gali 11 |
E el F: ] il project developer realizes new luxury PARIS _I'\f'e?dr(igf)f—"s%?foe 00"
" prd 1T . . . -
i s i pe i residential parc, 210 villas, 500m from U%CONSE\LS Fax: (91) 554 26 68
e . unspol san eaches, acent to =0 D'ENTREPRI
o led & sendy beaches, adjacent NEAR EIFFEL TOWER DENIAY DL w2
o . R :
= _ new to be built golf course. All permits 15TH ARRONDISSEMENT Exceptiona
e : available, looking for active investors to
43 bedrooms set in 1.2 acre

sm High
tc.
m Air condmomng parking-E

LUXURY BOUTIQUE »|efficacite, c'est lgtr;t;fg?“e"
suitable for all types of business. A denlaU :5 23 20 20
Area being upscaled. Guaranteed Potential. Tel: +33 1
Sdling Price: FFr 3,800,000
Monthly Rent: FFr 6,000

boost international sales & marketing. For Sale In Prime Location

beachside with expansion land.
Restaurant, bar, conference facilities
& ancillary. Established 1988.
Long lease.

PRINCIPALS
FOR FREE INFO:

Fax: +32 3605 13 70 or
e-mail: wodan@skynet.be

18 Storey Office Building
Downtown Dallas, USA

Guide price: £ 1.5m

2YH

Details: ot CONSTRUCTORA LEVEL, S.A.
Lawrence & Wightman. Tel +33142 73 35 29 S@‘; Golden Bay Club W
* A real bargain at only US$3,750,000. Under Tel: +44 121 708 2266. (24 hours answer phone) === Now Under Construction.

US$20 per square foot.
* Right in the heart of Downtown Dallas.
* We have other buildings, some larger,
some smaller.
* Consider financial partner.
* Brokerswelcome.

Contact Mr Collum in USA
Tel: +1 214 220 1111
Fax: +1 214 220 2002

|nternet: ---www.collum.net

New Luxury Condos from the $180,000s
® \/acation ® Year 'Round Living
® Rental Investment ® 2 Bedroom/ 2 Bath Condos
® Boat Docks Available
® 1-Year Signature Social Membership Turnberry
® |de Resort Club @ February 1999 Occupancy
® Brokers Welcome

ONSE\\_S
D‘E/’maB\L\ER D ENTREPR\SE et
" e”liaé}ifafu conse\\s com
\N\N\N

FOR SALE - IN GENEVA
TWO NEW FULLY RENTED
APARTMENT BUILDINGS
Net profit : 5, 17%

Tax exemptions
CAN BE ACQUIRED BY FOREIGN
INVESTORS

For information please contact :

To the 5,000 people who visited our site last week.....

INTERNET FRENCH PROPERTY

GARAGE INCLUDING SHOWROOM
AND WAREHOUSE

A 10,00Qa‘square foot

skttt dlll \\\WW.french-property.com

available immediately.

Toyota Dedlers.

Excellent opportunity GESTION TECN

for expansion or
I redevel opment.

Price negotiable on demand.
Contact Selima Tel: +44 (0)116 276 9660.
Contact Asif e-mail: asif_datoo
Fax: +44 (0)1858 434728
Telex: 34431 Croshy G

SOCIETE PRIVEE
DE GERANCE

36, route de chene - 1208 Geneva - Switzerland
Tel : (+4122) 849 65 50 - (+4122) 849 61 04

Exclusive Sales and Marketing by
Kirschner Realty International, Inc.
17044 Collins Avenue

Miami Beach, Florida, 33160, U.SA.

Please Request Brochure
Phone: +1 (305) 944 5993
Fax: +1 (305) 944 6773
E-Mail: watervu@icanect.net

Email: info@french-property.com
tel: +44 (0) 1702 390382 fax: +44 (0) 1702 390415

Avda.Dr. Federico Rubio y Gali 9
Madrid 28039
Tel.: (91) 533 14 04
Fax: (91) 533 45 79

No. 1 full-service real estate company in Geneva.
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H RN AN :EA@M RESIDENTIAL

UK EXECUTIVE RENTALS/SALES

BUSINESS DIRECTORY
PASSPORTS

VESXAZI (| MMIGRATION TO EUROPE? )
£, $15K & DIPLONATIC

You may qualify to live and work permanently in
100% Legal & Secure
Escrow with Lawyer

FRANCE

FRENCH PROPERTY
w5 EXHIBITION v,

20TH, 21ST, 22ND MARCH 1998 Tog

BUSINESS TO BUSINESS

UK & Offshore

COSTA DEL SHEPPEY-

SELL OFF BARGAIN
Holiday homes investment from only £2,500

i 0
USTAXATION
BY CPA IN LONDON

US/UK tax return service

and USIUK tax advice for US
citizens and US "green-card"

SOUTH OF
FRANCE

One hour from Monpellier.
Beauttifully restored Cevenol

Offshore

Wall St OFFICE
$99.00 per month

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

Company Specialsts

* We can only describe this as a nice little earner on

terrace, fully furnished, sleeps 6,

money or entering into any commitments.

H.HEPP GMBH, Frankfurt

Fax: +41 21 637 20 66, or

YOUR ADDRESS IN Paris Mail

L]
Thisis your chance to acquire an existing used holida FRI. 11.00 AM TO 6.00 PM. SAT. 10.00 AM TO 6.00 PM. SUN. 10.00 AM TO 5.00 PM i 0 . . Mai Wi i
estate agents 4 : ] 0 4 THE SOLIHULL CONFERENCE & BANQUETING CENTRE, HOMER farmhouse, close to village 1 The Company Store i one of she CO npanies Mal Receving & Fonving holders living/working abrozd.
bungalow at & price you can afford. £2,500 buys you & ROAD, SOLIHULL, BIRMINGHAM B91 3QN hectare land including S gt bl pfesionad * Personalizedt Phone Services BRI VWIS O GEVGY Serving individuals and
5, Beauchamps Place, Knightsbridge, London SW3 lbunga]gw (in nee?] of reful’brlli”lgdmt) gniflncl;u;fda new gr{;an}i‘sed Pglgﬁicg;:)nglffnw’lgﬁys, 2a Lambton Road, London SW20 01:“1'('; altractive garden, orchard : ﬁrri: fpetiﬂ/isingin UK and : (answered in your/Co. Name) TEL: 31-20-601-4510 FAX:31-20-524-1312 corpora{ions, Full range of WWWZHdpaSSDOFtS .com
Tel: +44 (0)171 584 1333 Fax: +44 (0)171 589 4118 hecj:i;géy Qﬁgﬁg’v\/ ?/\;i ’f;;c_ and returdl your BRITAINS BIGGEST & BEST EXHIBITIONS FOR HOMES IN FRANGE and own river frontage. o INTERNATIONAL compary o & Tru StS * Patching-Connect you to caller E-mail:immiassist@easyliving.com accounting services available Tel. Int + 34-39042969
Mobile: +44 (0)370 523 777 ' : Large solar heated pool. o Jirmation and asociated services. ¢ * Whenin NY rent office/conf. rm Internet:www.immiassist.com I.N. MOKHTAR Fca cpa Faxl, Int + 3452883109
* use it for your leisure - Getaway from the City-week FRANCE Kitchen and living room o *Frecadvice . in beautiful corporzte setting TRADE COMMISSIONERS REQUIRED WORLDWIDE Telephone (01273) 561195 ' )
SP ST end breaks leading onto South facin o * Free colour brochure . EXCELLENT REMUNERATION ) ; .
ECIALI S * Get an income from holiday lettings. We also have a L A K E G E N EVA terrage with Wondedulg o Frfle name check ° n aSS po Phone (212)943-1111 \< J e = BﬁllETsleradF;UrSaI;jlfo?tg 'erzeAr
IN LONG AND SHORT TERM RENTALS limited of building-plots with plans for new holiday e . L o *Full nominee & domiclation & o - P ) ket int .
bungalows. You can build to your own requirements Magnificent apartment directly on mourtain views. 4 bedrooms o  Ussodated services . Fax (212)943 2300 i kf SNISSCOMPANY offers d [.Ocsff rfsusjs }u'ﬂ raé ia Ir:traol.
1) ! - . 4 bathrooms. Full central ) E-Mail: sri@sri-ny.com We Represent your company in Frankfurt & : pi
from only £2500. Other existing holiday bungalows the lake with |arge bal cony offeri ng ° ' o * Ready mode & own choice of o We offer a hight rofessional service for i . ; ; : incorporation & management Complete personal service.
from £5000 to £25000. Discounts for multiple pur . heating. Unusual galleried o Name Cos o . a fighly p including office service, office rent and of off-shore companies, InTech Global Services PLC.
chase. SpeCtaCUI ar views across to L ausanne, library/study. Cellars o *Weundertoke torefund the o incorporation in Ireland and other offshore areas. READERS’ NOTICE assistance in establishing your |etterbox & telephone Telephone: Int+44 1255
* Hassle free travel only 50 miles from central London Vevey and Montreux. CAP D'AGDE (SW.MED) and outhouses. o Adiference, ifyoucan obtuinthe o | Offshore structures can cut taxes and offer ’ answering services, 241779 Fax: Int+44 1255
on major new road network linking the Island. SEA, GOLF AND SUN o Sumeservices elsewhereata o confidentiality and asset protection. Readers are advised to seek appropriate company In Germany. Swiss bark accouNts. et 242216 E-mail 113264.2366@
PRO PE RTY M ATT E R S * Yards from sandy beaches and top seaside attractions. Small villawith covered £165,000 o lowercost o | in terms of personal planning we amange tax free professional advice before sending any , EIC. compuserve.com
. .
. .

LOOKING FOR A BASE IN

LONDON ?

Londoner's Paradise.

* Don't be left out in the cold, spend those hot lazy hacey
days on the popular 1sle of Sheppey-The londoner's
resort.

* A deposit will secure the holiday bungalow-plot of

your choice. )
Appointment to view, please contact:

SADDLEBROOK

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.

unobstructed panoramic front and
side views, golf course 50 meters
away, private parking, 300m
away from sandy beaches,
2 mins from town centre.

FF 350.000

For written details, phone owner:

Tel: +33467812591

FOR SALE.
FERMETTE.

FREEPHONE (UK)
0800 26-26-62

residence and alternative citizenship and passport in
certain democratic countries.

For immediate service or information contact
Eilish Murphy, Director
INTERNATIONAL COMPANY
SERVICES (IRELAND) LIMITED

109 Lower Baggot Street, Dublin 2, Ireland.

The European cannot be held responsible
for loss or damages incurred as a result

of responding to advertisements.

BUSINESS TO BUSINESS

Tel. +49-69-66908910 Buro-Auftragsdienst.
Fax. +49-69-66908911

writeto Penta Trade
& Services Sarl, PO Box,
CH-1023 Crissier

and Message service ITER
INTERNATIONAL
T 33144648905 F 43719360
e.mail:www.iter.com

\

. +33 4 93 86 63 59 (am) ! THE COMPANY STORE LUXEMBOURG
r'- e Tf4|,4 1;3;51170973 . 5100.94 1h G X al B e 73 year 0|d vill t Cope' glon Chambers, orth John Sheet, TEL: + 353 1 661 8490 FAX: + 353 1 661 8493 OCRAE\{LEQQAEIE(OASIF}SG)S‘A.
! . or In evenings ! our : eneva aII’F)O!’t, rencn an i 1000 year 0|d hOUSG, . lwerpooll??R'U, I8 E-Mail: irl@icsl.com http: /www.ICSL.com ™ 19 RUE ALDRINGEN, L-1118 LUXEMBOURG
- : Swiss ski resorts within reach. port , Te 44151258 1258 Fo: 44 151 23 0653 RUE ALDRINGEN, L-LLI8 LKEMBOUE
o | . X . easyl ' P Migtral Estate caravan 5 112 acres, 2 acres WORLD WIDE LIECHTENSTEIN
ARE YOU LOOKING FOR LONDON, SW11 nearby with moorings for one's own boat. Sarvices orchard. Fenced. R . .L.|E.c.|-|:r |.5 ;;T.E.m. ; ;v.o‘n :_; ‘:wol;Eo . BARBARA BAUM
V) L PO BOX 70, STAEDTLE 7, FL-9490 VADUZ, LIECHTENSTEIN
P = B JnvesThENT: 100,000 French Francs 80000 Ferh Fncs, | OFFSHORE [ e THE WORLD'S LEADING
Property Matters are committed to providing FOR THE WIDEST FINE FRENCH b ; OFFSHORE COM PANY AND FINLAND
high quality executive accommodation in SELECTION O AGENCE LEHMANN: e contat Licensed Banks « COMPANY FORMATION, READYMADE ey el
London's Docklands. Call us now for an up SRIVE CENTRAL PROPERTIES Mary Collinge on: and Trust Companies « MANAGEMENT AND ACCOUNTANCY TAX PLANNING SPECIALISTS WORLD TRADE GENTRE, ALEKSANTERIKATU 17
to date list of property available to lease or LG Tel: +33450 75 44 77 arisnedimidra 3329645705 2nd Passports Available « INTERNATIONAL TAX, LEGAL AND TEL: 4358 8 6969 2569 FAX”+358 9 6969 2565
purchase in the hub of London's expanding 3 Bedroom Luxury apartment, . WWW.polaris.net/mistr TRUST SERVICES i i indivi i i SWEDEN
business centre, or visit our website at RESIDENTIAL fully furnished, super Thames Fax: +33 450 70 76 59 LEGAL, LEGITIMATE, More and more businesses and high net worth individuals are using Offshore Corporations SWEDEN

« BANKINTRODUCTIONS
« ASSET PROTECTION
« TRADE SUPPORT

side location (1/2 hr from airport),

and Trusts for International Tax, Asset Protection and Estate Planning. Since 1975 Overseas
24hr porter, forecourt and

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

OCRA SWEDEN
BOX 23008 UPPLANDSGATAN 83, $-10435,
STOCKHOLM, SWEDEN
TEL: +46 8 334720 FAX: +46 8 322 370

AFFORDABLE

PROPERTY WITH

http://.propertymatters.co.uk.
THE HIGHEST

garage parking, 10 mins from

tube, minimum 1 year contract. Azaria Financial Services LLC:

SPAIN

0171 538 0102

17/19 Amsterdam Road, L ondon E14 3UU
SALES LETTINGS* MANAGEMENT

THE
INTERNET
PROPERTY

FINDER

Use the Internet to find houses & other
property from Britain's leading estate agents

s propertyfinder.co.uk

Agent enquiries: Tel:0171 371 6611
Email:ifp.admin@propertyfinder.co.uk

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

YIELDS
Contact: Stock Page Stock

+44 (0)171 630 0082 0181 658 2703

RICHARD A ROOKE

www.villavalue.com
Independent Property Consultant

TEL/FAX 34 (9)6 5320024

FEARL

“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

Tel: 1-781-239-8103
Fax: 1-781-239-8095
Email: azaria@azaria.com
70 walnut Street, Wellesley,
MA 02181 USA

OFFSHORE
COMPANIES AND TRUSTS,
UK LTD COMPANIES,
BANK INTRODUCTIONS,
INTERNET REGISTRATIONS,
ACCOMMODATION ADDRESS,
AND NOMINEE FACILITIES

Bt James's Managenent

« TELEPHONE AND MAIL FORWARDING

Free Brochure available in English, German and Russian

Intercompany Management
P.O. Box 4431 - CH-6304 ZUG
Fax (41) 41-7105084

IC e-mall ic@Intercompany.ch
http: //www.Intercompany.ch

OFFSHORE COMPANIES
By English Lawyers
from £250

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:

¢ A choice of over 750 ready-made companies incorporated

T
RAMIGIJUS KABECIUS BSc.(Econ)

LIAUKSMINO ST 8/2, 2nd FLOOR,
2600 VILNIUS, LITHUANIA
TEL: +3702623 081 FAX: +370 2 623 081
E-mail: ocra.lithuania@taide.It

HUANIA
RA LITHUANIA

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

o 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

HUNGARY
LASZLO KISS, BSt. (Econ)
OCRA (EASTERN EUROPE) LTD
H-1143 BUDAPEST, ILKA STREET 61, HUNGARY
TEL: +36 13519959 FAX: +36 1351 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

ITALY BELIEVED. TEL: 43017230766 FAX: +30 17217376
LOI\?SOI%NI?VSWAY Value Added Tax Registration Services CYPRUS
- ITALY. UMBRIA TELEPHONE o B oA Tel: +44 (0)1398 331061 Bank Introductions CHRSODOULO5 SRS Ayt
55 PARK LANE, Near Todi, hillside NOW FAX +44 (0) 171 209 5102 ) Offshore Trusts and Licensed Trustee Services 2 QUEEONFE%EEDE%\ggé’\f\,LCGprE;ﬁ?sHOUSE‘
LONDON 40 acre farm. Email offshore @ stjman.demon.co.uk FaX +44 (0)1398 331918 Banks and Insurance Companies available TEL: +357 2473211 FAX: +357 2 463463
Coming to London for 1 week Credit cards accepted to qualified applicants MADEIRA
or mor%? Why stay in a hotel The farmhouse has been FO R D ETAl |_ S DR DAVID FISKE r\[erw GC?E\L/[EE' BSc. MBA, MSI

when you can stay in a luxury beautifully converted into ALL MAJOR CREDIT CARDS ACCEPTED RUA DOS MURCAS NO. 68,

00 34 65 320024

ﬁgécgglgtmentfor the same .three separate but qptionally A L P SWNILERLA NN o BA RO N I A L T I T L E l. FOR SALE | e BAHAMAS $500 e ISLE OF MAN £250 TEL?(103%{%qlng&%wﬁiﬁggﬂf%;uzt
o Pk Reddence offers interconnecting maisoneftes. Alpine - Leisure - Property E-mail: ROYAL SECURITIES AND MAURITIUS
Hyde Parl ( Y Views over Tiber vallev and . | N e BELIZE $500 e JERSEY £495 REZA JANGEERKHAN, LLB, MBA
you the opportunity to stay in S & richarda@mx2.redestbh.es BULLION TRADING CORP OCRA MAURITIUS LTD
your own apartmenit in London Assisi from the house and INTERESTED TO RENT OR TO BUY A PROPERTY ] S| nce eStabl | Shed | n 1826 | SHARES $50.000,000 | e BV ISLANDS $500 o MADEIRA $2250 HAPPY WORLD HOUSE, SIR WILLIAM NEWTON STREET
Whl'llgb joying thﬁ SENices the hill top swimming pool. IN SWITZERLAND? www.villavalue.com | . | e CAYMAN $1295 e MAURITIUS $500 T 23 1L 510 A 021150
avallapleinas st hotel Present summer holiday . . AVENIDA DE FRANCIA " Burkes Peerage' has SPECIAL LICENSE SEYCHELLES
lecougted rates available for | | rental income approx. 40k | | ONLY " A.L.P" CAN OFFER YOU SUCH CHOICE: EDIFICIO PLAYA 9 MIL PALMERAS g | REGISTERED 98 USA | e DELAWARE LLC $495 e NEVIS $575 DEBRA AKATSA
onger Stays. - ’ ' ; ; | | e GIBRALTAR £250 e PANAMA $500 303 AARTI CHAMBERS, MONT FLEURI
CALL USANYTIME on For full description UNIQUE - NEW OSI90PILAR DE LA HORADADA, ublished and dealt with the PRICE $6,0 MAVE, '
+44 171 409 900019240 leaflet phone 10 Specidlist offices in Swiss real etate, leader : : (ALICANTE) SPAIN. P ) o S INTCER$I;I AT(I)gN Ml ° HONGKONG $450 e SEYCHELLES $350 TEL 40 25885 FAX. 20 2508
Fax: +44 171493404101 | | 00) 39 6 807 8520 or in their resort can offer a choice of over Bram Home, R et o i ate ool Aristocracy of Gt. Britain. TRADE AND FINANCE LTDI e HUNGARY $1995 e TURKS/CAICOS $700 *DAAGEA
latins@hrapsdemoncouk | | fax (00) 39 6 807 8524 1500 apartments and chalets in D Rriiyrpbnmy  Aoouebagan oveozci | \| ARBEL LA T - henti ROVt © ReLAND £225 o UKLTD £95 s oo
' . - Indopengont oxpert - - 0 acquire an authentic ey ottt TEL: 65 5353902 FAY.£65535391
USA CHATEAU D'OEX - CRANSMONTANA RO T ISEar s Tnancial LaMairena. Setin the ) o ) ISLE OF MAN - HEAD OFFICE: COLIN FORSTER HONG KONG
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BUSINESS DIRECTORY

BUSINESS OPPORTUNITIES

Irnper tal
Consolidated

Securities S.A.

INTRODUCERS,
APPOINTED REPRESENTATIVES,
AND SUB BRANCHES

As a specialist offshore investment company based in the Bahamas, offering a range of high yielding investment products for
private investors we ar e seeking to expand our current representative and branch office base.

We are particularly interested in hearing from you if you are based in Europe, Asia, The Americas or the Gulf, if you meet the

following criteria:

1) Experience of financial sales.
2) Existing client portfolio or contacts base whose general private investment needs exceed $50,000.00 each.
3) You arelooking to double or treble your current annual income.

For casual introducers of clients an excellent monthly commission is available, dependent on volume of clients and level of funds
introduced. Appointed Representatives will receive a fixed monthly subsidy in addition to a substantial commission package (many

of our introducers earn in excess of $15,000 per month).

Sub Branch statusis available subject to domicile legisation to individuals who are able to generate in excess of $5million
per annum of investment. Package includes full office expense subsidy, substantial retainer and bonus (OTE in excess
of $20,000 pm), travel allowance, staffing and capital equipment budget. Sub Branch Officers of the company will
be required to work on an exclusive basis. Country and regional main branch status is awarded to high performing

members of our group.

Enquiries should be forwarded, initially by fax to our Group Administration Office along with aresume of basic details of

client base profile, for the attention of;

The Operations Manager, Imperial Consolidated Group. Tel: +44 1472 399445 Fax: +44 1472 399446.

We will send all applicants company information and extend an offer of a meeting to discuss the opportunities available to
successful applicants within 3 days of receipt. The company will meet all reasonable Travel and Hotel expenses.

This is not an investment promotion or advertisement and should not be interpreted in any such manner. Investment

businessis not conducted at our U.K. administration office.

Operation

Best
New Product 1998

- Entrepreneur Magazine

ou to produce our new (patented) Wall Decor
Line from the comfort and Safety of Home.

‘Start From $14,990 usp

Best One Person § C 1L lp ture World”

A Goldmine Turning Photos and
' Posters into Acrylic Art.

“This is ‘The’ Alternative lo Framing "™

ith Millions of ‘walls’ in your region we easily teach

Not a Franchise, Low
Overhead. Complete
Equipment, Training

You
Are In Control.

and Support

1 -800'322- 1 405 (outside U.S. 716-691-1750) International fax: 716-691-1766

The European PTSA State office
islooking for business sponsorships.
We're a non-profit organization which oversees
al 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@compuser ve.com

EEEREEEEEEEEEEEEE R R R EEE R EE R EE R R EE R

%

PIERRE BALMAIN

P AR TS

EXPERIENCED ENTREPRENEURS
NEEDED

Every now and then an exceptional ground floor
opportunity with genuine and outstanding potential
arises. Stewart McArthur and Chris Bolsover with
over 40 years successful Direct Selling experience
are launching a unique business. The combination of
a state-of-the-art Direct Selling business plan with a
world-renowned French fashion brand name is
poised to create history, and provide a remarkable
opportunity for experienced entrepreneurs.

Stewart and Chris have assembled an impressive
management team to take this business around the
world, starting in Eastern Europe in June. They are

looking for experienced and enthusiastic Direct

Selling leaders to respond to a limited-time-only

founding members package and help support an

aggressive advertising and launch programme.

If you would appreciate the opportunity to discuss
this in person, or simply require more information,
please call us on +44 (0) 1327-8111-61
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ﬁ% Superior ﬁ
International

Opportunity for

Professionals.

Powerful
1st Year income.

( Not franchising or MLM)

Call and Listen. 24hrs.
H +44 116 234 1404 gﬂ

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.

#1 Home Business In USA

Cash in with your phone and a computer!

@(ﬂi i AutoDialer %, Fax On

VoiceMail Demand

o e Jea |
e Yellow
= &2 @ Pages
2DEE

Matchmaker
Chatline

‘/(;I C-E I'\l. 5 Get started from %1998

TuE Croice ForR VOICE Evaluvation Demo - *50 (+ ship)

602.922.5500 VoiceWorld.com

Financial Help Wanted

Privately owned Commercial Property (592+70)
feet in Newark off a major Highway with 3 Big
Buildings.

Ideal for Supermarket with a Fast Food
Restaurant (24 hrs) and a Gas Station with an
Express-Auto repair shop.

All licenses already acquired.

Willing Partners also welcome.

Fax: 001-973-3993911

r ;I’A-RT-YO?R.SVN SELF-MADE
| IMPORT/EXPORT MILLIONAIRE

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 I

...reveals streetwise money-

making secrets others won't

tell. Send for FREE details -
you won't be disappointed - to:

Dept 2C34 50 Burnhill Road
Begkenham, Kent, BR3 3LA JOHN SCOTT.

I Tel: +44 (0) 181 650 0180 (24hrs) DEPTEUR. P.0.BOX40,
Fax: +44 (0) 181 663 3212 Gateshead NES 1PD

http:/Iwww.wadetrade.com

— e Or phone +44 (0)191 487 4087 anytime

BUSINESSES FOR SALE

SRR [S=STRTTIINY ——— Newly formed ———
ot S OR= FOR SALE (UK) PLC Compan
FINANCIAL Al (USA) pany
~ADVISOR 310.376.3480 FOR SALE

Six-figure potential £100,000,000
(702) 883-1944 Fax: (USA) ——0One Hundred Million=—
Fax:(702) 883-0267 310-798-3842 Share Capit al
- Worldwide Business Company
Agegﬁgf,‘g‘{'gﬁg}{gﬂ?: o Consultants, Inc High Credit Rating
revolutionary new weight unencumbered " clean"
loss products. Very high . compan
o Canng ot To Advertisein ! P gh |
cusveng;sa/aj e THE BUSINESS F;g; Z((::'[qﬁiss\-/tiolncse
Tel: DIRECTORY ) "
+44 (0) 181 8922700 please call tsge |8gck ageincl udesd
US$ 100M Bearer Bonds
A6 hor mmomi 2 | 1an MacPherson, for discounting in the future
507 635 (24 RS INFo Lingy | Alison McNiven, For further information
USA COMPANY inventors of Richard Verth
o e e ek | or Michael Gale Phone: 01273 239240
opportunity. CRA-Dept 505, Fax: 01273 239241
oS son sy | 44 (0)1714187878 Quote Ref SB1
591-9043

BUSINESS FINANCE & INVESTMENTS

SECURITY SERVICES

@ CLOSE, PERSONAL V.I.P PROTECTIONR

DO YOU CONSIDER YOURSELF TO BE IN AN
INCREASINGLY UNCERTAIN ENVIRONMENT?

THERE IS AN EFFECTIVE MEANS OF PROTECTING
YOUR PERSONAL WELL-BEING

FROM A CHAUFFEUR DRIVEN ESCORT TO A
ROUND-THE-CLOCK EXECUTIVE SECURITY
PROGRAMME
TELEPHONE IN COMPLETE CONFIDENCE
FOR DETAILSMODSEC SPECIALISED SECURITY

\ TEL: +44 1303 255733 FAX: + 44 1303 255923 )

COMMODITY DEALERS & STOCK FOR SALE

CIGARETTES: MARLBORO,
REGAL Super Kings etc.
Best Prices. Fax. +44 (0)
1273 606924

Call for your Free evaluation to seeif you qualify
for one of our limited number of broker assisted
accounts. Ask for our free market outlook report
and find out why interest rates are
going to 4.9% and why the dollar is
going up 20%.

Ask for Steve or Rob
1-312-332-0888

Fax: 1-312-332-4880
For E-Mail See www.limitup.com

No Investment is“ Crash” proof

Let our professionals protect and enhance your
portfolio utilizing futures on Stock Indexes,
Bonds, Currency and Gold.

ASTOR FINANCIAL INC.

Private Client Services
is accepting limited qualified accounts.
ACCOUNT EXECUTIVES

» Former Federal Reserve Bank employee and intern
to Federal Reserve Bank Chairman

» Former Paul Tudor Jones trader and developer of
economic interest rate forecasting method

 Ex. Trade advisor to a subsidiary of Trout Trading
and emerging market researcher

208 South Lasalle Street
Chicago,IL 60604
U.S.A.

Trading futuresinvolvesrisk.

BUSINESS

FINANCE
AVAILABLE

- for any viable
projects worldwide.
Fax brief synopsis
in English to:
Corporate Advances
UK on

+44 1273-621300

Funds
Required

Funds required on a secured
and guaranteed basis for
property developmentsin
UK, higher rate of interest

together with bonus to
lender, through emission
payment on funding of
agreed loan.

Full details of available
funds to Box No. P500
The European,
or Facsimile
0181 295 0621

GROWTH FUND
PARTNERSHIP

A PRIVATELY HELD
MULTI-BILLION DOLLAR
CONTRARIAN FUND WILL

EXCHANGE
ITSSTOCK FOR ASSETS

$50,000,000
MINIMUM VALUE
TANGIBLE OR INTANGIBLE
WITH OR WITHOUT CASH
FLOW ORWILL ACT AS
GUARANTOR OR PROVIDE
CREDIT ENHANCEMENT
FORALL TYPESOF
PROJECT

FX EXECUTIVE
SUMMARY TO:

| USA 305 935 4130

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

STOCK PLC

LIQUIDATION OF CON-
SUMER goods made in
Canada/USA on a regular
basis. Canada T. 514-845-
2204, F. 514-845-3834

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

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

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

SUGAR, UREA, CEMENT &
PETROLEUM PRODUCTS
available. Large volumes.
Fax: +46-31-263173

UNINTERRUPTED POWER
SUPPLY units 250VA-2KVA.
Ideal computers, telephone
systems, office equipment,
brand new. USA manufac-

FOOTWEAR tured. Spare batteries

included. Telexport Trading

ELECTRICALS Company. Tel:+44(0)1233

756564 Fax:-+44(0)1233
CAN SHIP ANY COUNTRY WORLDWIDE Ty FAeras@

ALSO LEVI'S 501 AND other brand

VAST STOCKS AVAILABLE UK FROM OUR names on a regular basis
WAREHOUSE 845-3834 Canada '

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

WANTED ARMANI, VER-
SACE CK, Helmut Lang and
other designer labels; for fur-
ther information please fax:
+ 44 1274 200061

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

t

OFFSHORE COMPANIES
FORMED WORLDWIDE

ALL
INCLUSIVE

\

GIBRALTAR
ISLE OF MAN
Includes Incorporation

and management services

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

PROVIDED BY IN HOUSE LAWYERS & ACCOUNTANTS

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://lwww.FiduciaryGroup.Com

PLEASE SEND ME FURTHER DETAILS

........................................................................

...................................................................................

£750
£606
£875

CgLOBAL Cg)RO]ECT gUNDING

VENTURE CAPITAL — JOINT

VENTURES

— PROJECT FINANCING

INTERNATIONAL

VENTURES

TEL: +44 113 2727 550
Fax: +44 113 2727 560

7" 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 &. 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/Isynergy
N\ Lsynergy @worldnet.att.net Y,

FRAUD PROTECTION

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 aclient, 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

ARABIAN GULF
FUNDERSAVAILABLE| | FINANCIAL
to fund vible Projects
world-wide GUARANTEES
Weadso do :

Company formations (LLCS) Insurance/Reinsurance
in Dubai and region guarantees as
E TR CETET Cl’edI'F enhancgment
CONSULTANTS for international

(Licensed by the Dubai Economic Dept.) 1 1
b0 BOX 19785, DUBAI business projects.
UNITED ARAB EMIRATES | [l Tel. +1 561 998 3222
Fax++971-466-83818 | | Fax +1 561 998 3226

The World's Leading USA
PRIVATE LENDER | [ttt saeae)

Redl Edtate Sec'd Comm'l Loans worldnett att.net

1t0 3 Week Closing
Up to 60% loan to value
$5,000,000-$300 Million (US)
0 1105 Year Term o Land Dev.
o Acquisitions e Workouts
o Bankruptcies
o Brokers Welcome
Contact: Bob

KENNEDY FUNDING
Hackensack, NJ USA *
201-342-8500
www.kennedyfunding.com

IMMEDIATE &

UNLIMITED
Capital available for
ALL viable commercial
projects! Minimum U.S.
$1 million -

NO maximum.

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

INTERNATIONAL FINANCE

AVAILABLE For all types of

projects world-wide. Very (USA)
competitive rates.

Acceptance within 7 days. INTERNET

Initial enquiries by fax to +44
(0) 141-339 8298 or e-mail
global.capital@virgin.net

http:/;www. intbuscon.com

1w

ARE "YOU" LOOKING
FOR FUNDING?
o Property Finance
o Venture Capital
o Equity Participation
o Worldwide Project Finance
As a successful Lending House
we provide funding on a status
and semi-status basis worldwide
without delay.
For afast 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

NEED AN OFFSHORE
COMPANY?

RULE NUMBER ONE

Do not use an offshore agent in your
country as this will create afile on your
offshore company identity in your own

country.

Thisis not wise.

For offshore companies, bank accounts,
nominee Services,
re-invoicing, worldwide

Contact us for a brochure

CHARTERED OFFSHORE
SERVICESLTD
1 St. Andrews Terrace,
Waterford, Ireland
Tel: + 353 51 858855
Fax: + 353 51 858866

E-mail: info@offshore-services.ie
Web Site: www.iol.ie/offshore
A Member of The Geneva Group

INTERNATIONAL
FINANCE
Capital Investment Agency
London Borough
of Bromley
BR1 1IRY

Telephone:

+ 44 181 464 4442
+ 44 181 467 7282
Telefax:

+ 44 181 460 1364
+44 181 467 6744

A

ANGLO AMERICAN GRoOUP
+PLC.
PROJECT FINANCE
VENTURE CAPITAL
GLOBAL COVERAGE
NO MAXIMUM
BROKERS WELCOME

For Corporate Brochure and information pack

Tel: +44 1924 201 365
Fax: +44 1924 201 377

You are welcome to visit us.

ARV AR
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Commercial & Joint Venture
Projects over US$1m considered.
We can also assist with Leasing &
Private Placements.

Telephone +44 1222-397793
Fax +44 1222-221128

FRANCHISING

cALL() Box

the telephone franchise

people
ing a CaliBox franchi

and It's ancilfary services. The investment is in the region of
100k with funding up to 50% for suitable applicants.

we have franchises immedi

available in:

FRANCE GE & SPAIN
call the franchise department on

07000 780 355

for an information pack

V

To Advertisein
THE BUSINESSDIRECTORY
please call

lan MacPherson, Alison McNiven,
Richard Verth or Michael Gale

+44 (0)171 418 7878

I you reguire venture
capital, project finance,
bank or insurance guarantees,
offshore hank accounts or
import/export |eads, you need
World Money Exchange.

Call +44(0)1494 483 728,
(FAX 484039).
E-Mail:
WME@Estele-Alan.Com
Web site
WWW.Estelle-Alan.Com

FRANCHISING

Sandwiches and Salads

13,000 + Stores
in 64 Countries

Opportunities available for
area developers and
individual franchisees.

* Low start-up costs

« Simple operation @
(no cooking involved)

* We bake our own bread! 7%

+ Complete training -

* Conti

For Franchise and Development
Information
Contact the U.S.A. Headquarters
Mr. Keith Cross 1-203-876-6622 or
Mr. Moussa Ndiaye
1-203-877-4281 ext. 1314
fax: 1-203-876-6688
Write: 325 Bic Drive
Milford, CT 06460 U.S.A.
htip:/www.subway.com
e-mall: franchise @subway.com
This asva.;rw Ab prospectus only. MN File No. 1229

(@ is a registered trademark of
Doclor's Associates Inc.

Can a one time investment of
$25,000 gener ate a monthly
income of $10,000?
Yes, it is possible!
With Kema's
GOLD AND CASH
MACHINES!
Produce instant portrait fotos on
T-Shirts, Coffee Mugs and
Gold Medallions.

Operate from home and deliver to
dedlersor set up in foot traffic areas
where customers come to you. No direct
selling involved. Simple to operate and
transport with average car.

KEMA SYSTEM, Box 5564,
D-65730 Eschborn, Germany.
Tel: +49-6173-32 20 32
Fax: 3220 37 or 3220 34

9-15 MARCH 1998

THE EUROPEAN 43



EDUCATION APPOINTMENTS

r LEARN 1 4th EUROPEAN : . .
TheOpen COMPLETE MANAGEMENT | nternational Objective: General Management
Unlver3|ty GREEK

CONFERENCE Our client, a successful European corporation with more than 100

operating units worldwide, wishes to strengthen its global business
organization. Excellent career opportunities have been created in

Consulting
Opportunities

Reading, Pronunciation,
Vocabulary, Grammar and
Sentence Generation on

BUSINESS|SCHOOL

SCOTTISH
DEVELOPMENT

your computer from our OVERSEAS
Read and Speak Greek -
CDROM. Scottish Development Overseas (SDO) is a wholly owned subsidiary of Scottish Enterprise M a r ketl n g an d Sal eS
. Website: f (SE), Scotland's national economic development and training authority. We were set up in 1995
i Wh I I hitpun anotek.com to undertake international consultancy work in areas commensurate with the skills and | || for professionals with general management potential. For these
-mail: . . . . - - - -
e re W I georgeb@anotek.com experience acquired by SE and its predecessor agencies over the |ast 20 years. international assignments we are seeking young managers, age

Fax: (310) 450-0867 in USA

® of

(%) eurolink)

Train to teach English.
Distance courses leading to
CERTIFICATE
ADVANCED CERTIFICATE
& DIPLOMA in TEFL/TESOL
accredited by ACTDEC
Qualifications awarded by
The Coliege of Preceptors
incorporated by
Royal Charter in 1849
For prospectus write/tel /fax/e-mail
Tel: + 44 (0) 114 262 1522
Fax: + 44 (0) 114 236 0774
E-mail eurolink@vip.solis.co.uk
Eurolink Courses (Dep.E)
3 Abbeydale Road South
Sheffield S7 2QL. UK.

28-33, with a university degree in Business Administration or in
Engineering and work experience in consulting, business
development, marketing or sales with an international company.
We are looking for ambitious individuals with an excellent track
record ready to make a decisive career move. Candidates must
demonstrate superior analytical skills, sound judgement, social
competence and be prepared to invest in a long-term career
development. Proficiency in English plus another European
language is required.

SDO s currently updating and expanding its register of international consultantsin response to
the growing demand for our services among the world's |eading international aid organisations
(EU, World Bank, ADB etc.).

| find time
for an MBA?"

CO-OPETITION

COMPETE TO SURVIVE AND CO-QPERATE TO WIN?
PARIS 15-17 APRIL 1998

We are seeking highly qualified consultants with a minimum of 3 years experience in
international donor-funded projects, for both long and short-term assignments in Central and
Eastern Europe, NIS, the Middle East, Africa, Asia and the Far East.

» PROFESSOR BARRY J, NALEBUFF »
PROFESSOR AT-THE YALE ScHODL OF MaNAGEWENT, USA
AHD G0-AUTHEA OF THE BOOK “CR-OPETION"

« PROFESSOR PETER KILLING »
BROFESSOR AT IMD LAUSANNE

Consultants are required at al levels, including project Managers/Team Leaders and Expert
e Seron. o Mot Advisers, across a wide range of disciplinesincluding:

‘LECTURER AT CRANFIELY SCHOOL OF MANAGEMENT AND AUTHOR OF THE BOOK.
ALLIANCES = o Conpere”

* KAARE VAGNER
CEQ oF ApTranz, GERMANY

* JOCELYNE ATTAL +
ViGE PassibeNT of NT MARKETING AT IBM, USA

* DR CHRISTIAN MOREL +
ViCE PRESIDENT, SSD ALcATEL TeLeCom, Bergium

O Ingtitutional Development

Study for an AMBA approved MBA as you work - with the
O Industrial and Economic Development Strategy

For a first contact, please send or fax your CV in confidence to

Open University Business School. EASTER AND SUMMER. Abn L ;&g” . Goopers O] Trade Development the appointed Executive Search firm: Personn_el & Management
GANPS wih CAVIP BEAU- i Berger & Partnr & [ SME Development Consultants Inc., P.O.Box 315, CH - 8030 Zurich,
mer camp operator. Fun DammierBonz. I TALKLINE Tel +41-1-3889019; Fax +41-1-3889011;

Our distance teaching methods draw on over 25 years’ -

e ihe. poy H
G e
xccess e EURUPEAN BNANCIALTIMES Jocmme,, 5

[J Foreign Direct Investment Promotion
J Tourism

[ Vocational Training and Education

O Infrastructure

J Energy and Environment

O Information Technology

J Banking and Finance

McKinsey&Company, uic.

filled and adventurous resi- 5% pelsfoinlat miam heare
dential holidays in Norfolk,
Staffordshire, the Isle of
Wight and France plus six
London day camps. Book
one child and send a second
child half price. Call our par-
ent helpline now on 0870
6096000

E-Mail: PerMa@bluewin.ch

Eribrne. |

unrivalled expertise of the Open University. Britain's

Fot. mote information plecase visit.us on the Internet: htip://www.eap.net/perspective/
or contact usi E-MAIL: Pérspectiveurope @eap.net
ADDRESS: Perspective Europe ¢fo EAP. Paris, ¢ Ave.de Ig.Porte de Champesret. F-75838 Paris Cedex 17
TEL: +33 1 4409 35 35 FAX: +33 1 .44 09 35 92

(" Improve your ENGL |SH )
on the beautiful island of JERSEY

International business and holiday centre

INTERLINGUAJERSEY

Send for colour brochure The
Fax +44 1534856727 Perfect
www.itl.net/goltollinguaj Location )

largest University. Our award-winning multimedia

SENIOR PUBLIC HEALTH MANAGER
"‘ SODEEGIS a leading multi-sectorial international

development consulting company based in Paris, France, providing technical
advisory and training services to public and private institutions world-wide.

Edinburgh
Software
House
requires
software
engineers.

C, C++, Java, NT,
Win 95, Oracle,
Client-Server,
Intranet, ATMs,
Kiosks,

PCs, Embedded,
Redltime,
Multimedia

You should have a
strong C/C++, agood

materials meet the learning needs of busy managers, and

are supported by over 750 qualified tutors offerin
PP d d 8 Interested candidates should register for project opportunities by sending detailed CVsin EU

and World Bank Formats, with references, preferably by e-mail (saved, if possible, as Word for
Windows 6), by fax, or on disk, to:

Urgently needed for long term assignmentsin Vietnam are:

* Public Health Project Managers

* Public Health Experts

» Health Manpower and Training Specialists

Qualified candidates (post graduate degree) must have European citizenship.
10 to 15 years experience of senior management experience conducting
international projects, and working knowledge of the Mekong area.

personal and group support as well as individual feedback

on your assignments. Network with other managers at ]
Scottish Development Over seas

Fax: +44 141 226 5936 e-mail: sdo@scotent.co.uk
Tel: +44 141 226 5909

INVESTMENT BANKING
OPPORTUNITY

Excellent package -

informal study groups, residential schools and on-line.
Tel +44 1534 852590
\_ email interjer @itl.net

Over 20,000 managers a year choose OUBS - to find

Also, in order to face the needs of our expanding activities in Central and
South East Asia, we are looking for senior expertsto fill long and short term
positions in the fields of:

™ e X

SUMMER SAILING
PROGRAMME
1998

The Norwegian adventure sail training
vessel -the “Sorlandet” - will cruise in

out why this is the most popular MBA programme in

Nexus Business Analyst/Trainer

INTENSVE ENGLISH LANGUAGE COURSES

Aldon House Executive Language Centre, Dorchester Road,
Yeovil, Somerset, BA20 2RH, England
Tel: +44 1935 425892 Fax: +44 1935 433381
E-mail: adonhouse@ukbusiness.com

o Effective ONE-to-ONE teaching
'J]. ’ ® Individually designed study programme

* Public health planning and management
* Health information systems

* Health economics

* Pension economy and social protection
» Hospital management

* Health training

* Resettlement and social reintegration

Europe call +322 644 3372 (European enquiries)

By combining independent business consultancy with
technical expertise, our client provides an all-embracing
service to blue-chip organisations throughout the world. A
position has arisen within their Energy and Utilities Division for
an individual to provide general gas consultancy, as well as
system training, testing and analysis in support of their highly
successful Nexus Project. Nexus is the UK's leading Gas
Industry integrated software solution.

The successful candidate should be analytically minded, have a
masters degree or equivalent, and be experienced with operations

+44 1908 653449 (UK enquiries), quoting code BCWE8B. London

http://oubs.open.ac.uk

Our client, a London based securities firm, is seeking to
recruit an experienced professional to join the Real
Estate team. You will be liaising with other advisors and
product specialists in the management and acquisition
of real estate assets on a pan-European basis; advising on
cross-border transactions and property finance
instruments; analysing complex financial models, and

® Over 20 years' experience
® Intensive preparation for internationally recognised
EFL examinations

degree in Computer
Science, be able to

SODETEG is an Equa Opportunity Employer. Please forward your
curriculum vitae to:
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7 2\ - - the Bal_t|c and NOT'[h Seas t.hIS summer, ® Mini gym/ sauna, &l weather tennis court research in the energy sector. A high degree of computer literacy, developing and maintaining relationships with clients. work in English and SODETEG o
interested in accepting entries from international including knowledge of both hardware and office software The ideal candidate will have: have two vears work Mrs Rozenn LE ROUX MION / Dr Jérdme VALETTE
MBA/BUQ NESS Art g ” applications, is essential as is some experience of training. - Y Health and Social Development
trainees” aged 16 to 76 and of both T R A v E L & L E I s U R E » ' ' ® aminimum of six years’ experience gained in a blue- i ;
e In additional they seek a firm understanding of financial and T 101 SIA yed! experience. 18 Ave, du Marechal Juin. 92366 MEUDON LA FORET
M ANAGEMENT Design™? Sexes. accounting principles and evidence of exposure to customer chip financial institution A Doctoral degree Fax: +33 (0)39 45 55 47 (FRANCE)
- service environments. A knowledge of the UK Gas market and the ® in-depth knowledge of the European property NMail- i
We are renowned as one of the top design Further details and entry forms from: BSOS RUPEISHINE ITALY Nexus systems, although not essential, would be highly desirable. market (office and industrial) (PhD) an edvantage. E-Mail: rozenn.le-roux-mion@sodeteg.thomson.fr
SDEC’AL REPORT practices and we have been Stiftelsen Fullriggeren “Sorlandet” FICTION WRITERS If you are a well motivated team player, with high levels of m educated to Masters degree level and an MBA from You will be based in
chosen to participate in the g9 NEW AUTHORS Let us publish, promote and T UE ;( :A N Y initiative and would like to be considered for this position, an international business school Edinburgh. FORESTRY AND CONSERVATION
23dM h Gravene 2 - 6 N-4610 KRISTIANSAND, PUBLISH YOUR WORK market your novel on afee please contact the company's retained consultant, m proven marketing and relationship skills and o .
[Nae MILLENNIUM DOME Norwa ALL SUBJECTS CONSIDERED " basis Richard Perris at Lonsdale Advertising Services, Celcon negotiation experience Write with CV, Call for International Consultants
A = f f y. Fiction, non-fiction, biograph Wite for detailsto: FOI’ Rent House, 289-293 High Holborn, London WC1V 7HU. )
SN SRiRIsginelude Expo. 98 in elgous poety, chdien. Ruth Helyer, \ o ' ® fluent English and French. curent sdlary andl | | 15 yemational Ltd is a consultancy company specialising in rural
LISbOI?l.POI'tUgaL Science, Impe_rlal War and Phone +47 38 02 98 90 AUTHORS WORLDWIDE IWITED. %Egnﬂf@gﬁ;gﬁ; |uded We regret that telephone enquiries will not be handled. To apply, please send your CV quoting ref: 2111, to availability datesto: development forestry, production forest management and conservation.
SUMMER SCHOOI.S maritime Museums, Art galleries, British Fax +47 38 02 93 34 WRITE OR SEND YOUR MANUSCRIPT T0: BiIIing_rllasrzns,(jIIEeA/eland, SeCC The Confidential Reply Handling Service, Associates in KAL We wish o h ; Kants with . . wral 1 "
Fashion Council, Ideal Home Exhibition, MINERVA PRESS Tol: Olon> 38623 ottaoes . . Advertising, 5 St John’s lane, London EC1M 4BH. ) e wish to hear from consultants with experience in natural fores
Royal Academy of Arts, British Council, 2 0LD BROMPTON RD, LONDON SW7 300 P ag ) Sal eS/M ar ke“ ng Executive Applications will only be sent to this client, but please Sunnyg' de management, soual/co_mmunlty forestry, forest economics, GIS, forestry
SDEC’AI_ FOCUS UNESCO & foreign Governments on LuccaHills. £23.000 + Benefits indicate any organisation to which your details should ) ' training, environmental impact assessment, forest certification, protected
You must speak ONLY English throughout your stay RRIT\AAR PERSONAL Pool ! not be forwarded. Edlnburgh EH7 area planning and management, land use planning and project
| Whether you are an interior/other : A UK based small company, are seeking an ambitious management.
ZOIh Apr” designer or hoping to be one, our [z’ngaa[z’n[ 56500[07 é'ng[isﬁ N@g,g@;g@'%ﬂ?gw;gnigz tel/fax Sdes ‘T&d Mﬂ?'ke“ngl Executive aged be.tt""hee” 30 t?f.45 SRA, Scotland. We are currently seeking consultants for two possible long term positions
A - J ing P years old with several years experience with amgor orfice A J N
courses/contacts are invaluable Summer Courses: (+all year) MALDl\/ES PSNBO% 4. Goring, R furniture company or manufacturer. Knowledge of the ] c . Fax in Cameroon: one participatory natural resource management adviser
To Advetise conct: If you are visiting Britain in 1998 and wish £185 per week including accommodation and food offersvou 1st class +39 583 952573 Australian ergonomic furniture sector is essential. Technical Director  Salary: £16,000 approx (44) 131652 1193, | | with team leader experience and one community development adviser.
. to join our exciting environment, we are y CLAIRVOYANT http:/www This is an_influential role, reporting directly to the hnical Di e f I Consultants need a minimum of 8 years professional experience.
HEU[TGWHW JonMur h currently recruiting for our Art & Design * Academic expertise dIV|ng & | Eig.]re e S M.ﬁn?jglnelg Dlret(:jtor, in dwhlch the succgs;ul latppllcancg Technical Director requws otggisLmadKorean
o . S wi evelop ana expand a new ergonomic rurniture an . H H H
oy Summer courses o General & Business Enghsh . chaRyoyant  Moriat | |unet.it/offertelvecoli will develop and expand & new ergonomic furniture and - computer company based in London If interested in long or short term assignments,
Col tus from th o Sl friendh versonal holidavs destinies. capswers, ai retail markets. pany Applicants must hold a relevant degree and have at least 4 please send your CV to:
. ?:OUTAJVOSD%? us ro;\n e ~{/{// ~,///f///,{v/?f’-‘f’//f/ ’ ay " SA+817-831-753 COMPANIONS We offer a full range of benefits, please apply in writing o years experience, including sales and technical support. The PLEASE TURN TO Ben Vovsev. LTS International Ltd
'|'e| +44 m. 418 ”47 CADEMY FOR ART & DESIGN APPRECIATION * Leisure and Cullure programmes Tel:+960 -320-435 Hunts Office Furniture, Unit 34, West End Road, High client base is largely Korean and therefore fluency in English PAGE 46 Pentl nﬁ é’i e Park Bush Loan
' telephone +44 1483 458003 D - PEN PALS WE ARE A few students seek- Wycombe, Buckinghamshire, HP11 2QQ. and Korean is essential. FOR MORE entlands science Fark, Bush Loan,
Lingualink School of English, 17 Squires Way, Coventry CV4 7T] FaX+960314591 gentle o Wlthdd'scg[mng Applications close 16/03/98 APPOINTMENTS Peniculk, Nr. Edinburgh, EH26 OPH, UK,
FaX + 44 171 713 1835 message/fax +44 1483 458002 Tel/Fax: +44 1203 416 198/410141 * Mobile: +44 850 69 8 44 2 A heel P At gsiship or ma- gentlemen as Quides. Please Hunts Office Eurniture Please forward applications to Sekyee Computer Limited, ADVERTISING Tel: +44 131 440 5500, Fax: +44 131 440 5501,
. email: design-management@lineone.net Pre-University . Cambridge Certificates E-mail; coean@chivehingt net mv sark, Channel Islands, GYd lz\lci)gaNZY”lgdzsssﬁsit” Ste. An Equal Opportunities Employer. 3 Castle Road, London NW1 8PR. Email: benv@itsl.demon.co.uk
. ) YU Y, \
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APPOINTMENTS

For more information or to advertise in the classified pages, please contact us on
Tel: +44 171 7883, Fax: +44 171713 1835, E-mail: classified@the-european.com

team in Amsterdam as:

The Job

The Person
The successful candidate should have:

with an aptitude for teamwork;

by 23 March 1998 to:

INTERNATIONAL AIR TRANSPORT ASSOCIATION (IATA), the trade association for the
scheduled airline industry, represents over 260 Member Airlines and provides a wide range
of products & services to airlines, travel agencies & others in the air transport industry.

The INTERNATIONAL AIRLINE PUBLICATIONS (IAP), a division of IATA's independent
tariff publishing arm, IATA (Netherlands) B.V. is looking for a dynamic individual to join its

DIRECTOR, MARKETING & SALES

Reporting to the General Manager, IAP, the appointee will lead the marketing
activities of the company and its team. You will be responsible for the achievement of
all marketing, a competitive marketing strategy and comprehensive marketing plan.
In addition, you will plan, monitor and supervise sales activities and results,
establishing a profit-orientated pricing system for the products and exercising Key
Account management. Part of your role will also be to actively participate in industry
meetings & working groups and to co-operate in joint projects with IATA's Tariff
Affairs & Conferences Department in Geneva.

¢ a University degree, preferably in business administration or marketing;

¢ 8to 10 years proven experience in a similar position;

¢ an excellent understanding of modern marketing and sales techniques, and be able to
develop business and marketing strategies and product portfolios;

¢ excellent written and spoken communication skills in English;

¢ good negotiation and sales skills topped by excellent interpersonal skills

¢ experience in working in an international environment and dealing with diverse cultures.
(Remuneration will commensurate with qualifications & experience).

Interested candidates who meet the above requirements are invited to send an
application together with a detailed curriculum vitae, current and expected salary,

Senior Manager, Human Resources

o
0y

Europe, Middle East & Africa

IATA Geneva

Route de I'Aéroport

P O Box 416, CH-1215 Geneva-Cointrin

CUSTOMS & IMMIGRATION
ADVISER

ADVISORY SERVICES, GERMANY

British Forces Germany (BFG) (Customs
and Immigration) is a uniformed service
providing advice and assistance to the British
Forces and members of the civilian
component on all matters relating to customs,
immigration and taxes.

You will be responsible for policy and
procedural issues relating to immigration,

customs, new means of transport, tax issues

and private trading in BFG, and for liaison with

both the UK and German Customs authorities.

You should be fluent, approaching linguist
standard, in both written and spoken German
and have an in-depth knowledge of the roles
and organisation of BFG including both the
Army and RAF. An understanding of EU and UK
regulations on customs, immigration and tax-
free shopping is also highly desirable. IT literacy
and a full, clean driving licence are essential.

The post offers a salary range of £11,719 -
£17,703, depending on experience, plus
£1,776 recruitment and retention allowance.
Applicants domicited in UK will also receive a
non-taxable Cost of Living Addition (COLA)
which ranges from £4,070 to £5,828 depending
on marital status. COLA is variable and
subject to adjustment to reflect changes in the

assessed cost of living in Germany. Free
accommodation and utilities within agreed
levels are available, as is additional COLA for
any dependant children.

This post is reserved for UK nationals and is a
fixed-term three year contract. Appointments
may be extended by up to 2 years subject to
performance and departmental requirements.

For an application form, please telephone
00 49 2161 47 2193/2280/2140 or write to PM1b,
Civil Secretariat, HQ UKSC(G), BFPO 140.

The closing date for applications is
30 March 1998.

The Ministry of Defence is an equal opportunity
employer and is fully committed to equal
opportunities policies. It positively welcomes
applications from suitably qualified individuals
irrespective of racial origin, sex or disability.

MINISTRY OF DEFENCE

oriGinm

International Business Consultants
USA, Singapore, Germany, Italy, Netherlands & UK

£65,000 - £85,000 Package

An exciting and dynamic organisation, Origin is a principal player in the
provision of leading edge technology and solutions. Employing 15,000
people world wide, with an annual turnover in excess of $1.5 billion, Origin
is one of the biggest global professional service providers in the field of
Business and IT Solutions. We offer a comprehensive package of consultancy,
systems design, implementation and systems management across a wide

range of technology.

Origin is seeking to develop it’s business concepts and create a dynamic
international force within the field of Business Consultancy by recruiting
‘Business Gurus’ with expert knowledge within the target markets of Oil and
Gas (Down-stream Clients), Retail, Pharmaceutical, Finance or Supply Chain

Distribution.

Based either in the UK, USA, Netherlands, Italy, Germany or Singapore,
focusing into a home or global market, these roles are an unique opportunity
for Senior Business Consultants who are looking for ultimate career
development. The key skills required to deliver the Business Change within
your target markets are Business Process Improvement, Strategic
Consultancy and Programme Management.

You can be a Business Consultant based either in our target market sectors or
in a Consultancy. If you are looking to shape the future and seek an unique
business opportunity, Origin will be interested in talking to you.

Call Ruth Alway quoting ref: RA/5609.

JIGSAW INTERNATIONAL

MEMBER OF GLOBAL RESOURCING NETWORK WITH OFFICES IN UK,

60 Albert Court, Prince Consort Road, London SW7 2BH
Tel: 0171 584 5433 Fax: 0171 581 2901 Email: jigsaw@jigsawintl.com

FRANCE AND BELGIUM
A Cousins Group Company

A new

direction.

A greater

NOTTINGHAM, ENGLAND

Experian is a company at the forefront of information
services. Part of a 6,000-strong worldwide
organisation, our UK -based Management Systems
division employs some 300 people who specidisein
providing one-stop solutions for mgjor financial
ingtitutions requiring card and account management.

I'T Development Professionals
£excellent + benefits

challenge.

We offer an excellent salary and benefits package,
including generous relocation assistance. These
vacancies are centrally based in one of England’s
major university cities - with superb, diverse facilities
and activities - for al the family.

To apply, send your CV, quoting reference ET/2298,

to Elaine Thackeray, Recruitment Manager, Experian,
Talbot House, Talbot Street, Nottingham NG1 5HF,

Due to the continued growth of our business, we are
looking to recruit systems development professionals
with experience in the CARDPAC or VISION+

United Kingdom. Initia interviews will be held
locally. Telephone: 44 (0) 115 976 8338.
Fax: 44 (0) 115 976 8482.

' A TA SWITZERLAND WW WJ | g Sawin tl .com products. Technicians with a sound knowledge of E-mail: resourcing@experian.com
Confidential Fax No. +41 22 799 2629 ) CICS COBOL are aso welcometo app|y and i X
E-mail: kamarulzas@iata.org . Business Systems Analyst, London contribute to this major growth We recruit solely on the grounds of merit.

Leading Financial Institution
£35-40,000 + benefits

- |
Derivatives Marketing

Our client is a leading investment bank with a strong franchise in the
global securities markets.

Their sales and trading function now seeks an experienced derivatives
salesperson to complement their existing London based team. Principal
responsibilities will include marketing complex securitisations with
particular emphasis in the emerging markets, including Eastern and
Southern Europe and CIS countries. You will be expected to market financial
instruments ranging from interest rate risk management products to fixed
rate bonds, asset swaps and credit linked notes.

You will be educated to MBA or equivalent level with an excellent
academic record. Additionally, you will have at least three years’ experience
working in a recognised financial institution and will have an in-depth
understanding of fixed income products. Strong analytical and good
communication skills are required for this position. Fluency in English and
one other Eastern or Southern European language, both written and
spoken, is essential. A sound understanding of the business cultures within
the above markets is a pre-requisite.

Please apply in writing, enclosing a full curriculum vitae and quoting
reference 396A, to: Barkers Response Services, 1st Floor, Wellington House,

Concern Universal (reg. Charity 272465)

has a challenging vacancy in its West Africa Programme.

Projects Co-ordinator - Sierra Leone

To beinvolved in al aspects and issues arising from CU's work in Sierra Leone and to
alesser degree in Guinea, including the support of local partners. Experience with
projects related to the sectors of food security and/or child protection is essential.

This important position requires previous experience (at least 3 years) in
relief/development work, in programme planning/management, and a
relevant qualification. Salary negotiable.

A job description will be sent to suitable applicants on receipt of detailed CV at:
Concern Universal,

14 Manor Road, Chatham, Kent,

ME4 6AG UK.

Closing date 20 March 1998

» Team Leaders » Consultants » BusinessAnalysts /

* Programmers ¢ Analyst Programmers experlan

PAN
EUROPEAN
SALES
TO JAPAN

Attractive salary & benefits
City Based

» Systems Analysts » Project Managers
Our client, a well established financial institution is seeking a
qualified business systems analyst with a minimum of 5
years experience. This is an excellent opportunity to work
with a group of users who will require you to be challenging
and inquiring. You will need to analyse and document the
user's requirements, manage specific parts of the project life
cycle and lead teams in the development of solutions.

To succeed in this role you need tenacity, creativity,
outstanding communication skills and a broad range of IT
and project management experience.

KENAN SYSTEMS

Project Managers

Our client is one of the worlds leading
corporate and investment banks, whose
trading and sales business include Equity,
Capital Markets and Treasury.

To apply for this role in total confidence, please contact:
Susan O’Leary-Collins on 0171-970 9700, quoting
reference 526982. Alternatively, send your CV to her

at the address below.

Their Equities division is now seeking to
recruit a salesperson with experience of
selling UK equities to a Japanese client base.

PSD Information Systems
28 Essex Street
London WC2R 3AX

Australia,
New Zealan

INVESTMENT BANKING
ASSOCIATE

Excellent package -

track record of managing and delivering high value IT
projects, on time and within budget. Proven experience
and understanding of relational database technologies is
a prerequisite. Sell-management, commercial awareness,
a willingness to learn new technologies and to work in a

Kenan Systems Corporation is a recognised leader in the
development of strategic billing, customer care and
customer analysis software and services. Due 1o the
continuing expansion of our business we require Project
Managers based in our London office with experience of

A graduate, you must have at least seven
years experience and be a self-motivated
team player. You will be fluent in both
written and spoken Japanese and English
with one other European language, preferably

Tel: 0171-970 9700
Fax: 0171-353 5839
Email: emaill0@psdgroup.com

Canada & USA

London

If you have a skilled trade o profession . g
yyo'i,,,,ay,,e elghble to e,,,,-gfa,ev For Our client, a London based securities firm, now seeks an

associate to join the Investment Banking team. You will

be sent.

Queensmere, Slough, Berkshire SL1 1DB. Your CV will be forwarded to this
client only. Please indicate any company to which your details should not

German. A knowledge of Japanese financial
terminology and culture is essential.

You will already have an excellent,
established Japanese client base and good
contacts in Japanese financial markets.

contact;,

| T information and an eligibility assessment

Career Opportunities

Mainframe Developers (COBOL, Assembler,

FourCorners @'

Registered Migration Agent: 89380

be working on a broad variety of advisory projects
including acquisitions, privatisations and valuations
focusing on Eastern Europe; developing new advisory
mandates; analysing and researching complex financial
models and maintaining relationships with clients.

deploying customer care and billing systems in one of the
following countries: Germany, Austria, Switzerland;
consequently fluent German is essential.

consulting environment is also essential.

TO APPLY, PLEASE FORWARD YOUR CV WITH CURRENT SALARY
DETAILS, QUOTING THE REFERENCE NUMBER PM/1 TO:

. . o o Successful candidates will be able to demonstrate the : '
BARKERS  SL0UGH TEL 01753-608400 + BIRMINGHAM * BRISTOL + EDINBURGH To apply, please send your CV, quoting PL/1), C Developers (MS VC++, C, C++), Ingres oo ollowing: The.key purpc.>se of rhe. role is to rranslak-‘z .the‘customer s VERONICA CARLTON, KENAN SYSTEMS, 54 BAKER STREET,
EXETER » GLASGOW  LEEDS » LONDON © MANCHESTER ® NOTTINGHAM ref: 2112 to: The Response Handling Team, Developers (OpenROAD, ABF, Embedded SQL) Maasticht, Netheriands, ® aminimum of two years’ experience gained in an business requirements into software specifications and, LonboN WM 1DJ.
L Associates in Advertising, 5 St John’s Lane, and A400 Developers (ASSET/BPCS) urgently Pl priodiod international _ blue-chip  financial  services having done so, to define and deliver to the customer a E-MAIL; VERONICA.CARLTON@DIAL.PIPEX.COM

CRUISESHIP JOBS &

London EC1M 4BH.

E-Mail: dcomers@nex-us.com

organisation in Europe

solution which best meets their needs. The role involves
European travel, close interaction with clients at all levels
in order to deploy Kenan Systems products in as short

EURO JOB SEARCH

needed to be based in Bangalore (India) with UK ® in-depth knowledge of the Hungarian financial
ass'gnments DQL]I’GE qualificati on p| us 2 years services sector, focusing on financial institutions

. . . : ® educated to degree level in a financial discipline and
experience. Indian local dialects essential. an international MBA P

WORKING HOLIDAYS

Visit USA, Austraia, The Caribbean,
Mediterranean, Far East...and get paid for it
while meeting people, having fun & adventure}

BOX NUMBERS

All box number replies

Applications will only be sent to this client, but
please indicate clearly any company to which

K.E.N.A.N

looks for new environment with intern.
police/investigative/gov.org.

5103 Moeriken, Switzerland.

Road, London WC1X 8NE
Please mark clearly
the box number you are
replying to.

Chiffre: Dr Richard Keller, Eichliweg 36,

Tel/Fax: +41 62 893 2026. I
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FREIGHT DEALER fluent in
Serbo Croat for expanding
North West company. Tel
+44 (0)1772 259121 (Agy).

Transitions Over seas
(N1), 197 North End
Road, London W14 9NL.

FLUENT JAPANESE speaking
p/time & temp. staff required
for admin, JWP op, clerk, mkt
research & other positions
with Int'l Co's. Ashford
Associates Tel +44 (0)171
6264592

. HR MARKETING & COMMUNICATIONS .

Fax: +44 (0)1256 818904
Tel: +44 (0)1256 307777

PLEASE TURN TO PAGE 45 FOR MORE
APPOINTMENTSADVERTISING

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.

European language would also be an advantage.
To apply, please send your CV, quoting ref: 2110, to:
The Confidential Reply Handling Service, Associates in
Advertising, 5 St John’s Lane, London EC1IM 4BH.
Applications will only be sent to this client, but please
indicate any organisation to which your details should
not be forwarded.

. H prefixed by the letter “P” our application should not be forwarded. .
Psych ol ogist /Economist should be sent to: e oo yourepp Competitive salary. BOX NUM BERS ® proven marketing and relationship skills fime scales as possible. This requires at least a five-year
Ph.D., 20 yrs exp. strong in chopathology, Classified Sales Department For details send 2:26p staps e . AII_box number repllss” ® financial modelling skills
Forensiycs Hg org. ?)rovzﬁll eedF:ar ship 9y THE EUROPEAN, 200 Gray's Inn or 21ntl Reply Couponsto aolol Please fax CV to Genisys Software prefixed by the letter *P m fluent English, German and Hungarian, another

To advertisein 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
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FORMER GDR COACHES SPAN THE GLOBE

Austria UK Netherlands Denmark Norway Sweden
Werner Trelenberg Horst Homlein Hans Meyer Hans-Jiirgen Tode Giinter Mébus Bernd Hahn
Athletics Luge —— Football Canoeing _| Bobsleigh Bobsleigh
Klaus Bonsack Jurgen Grobler | = Alexander Schuck :
Bobsleigh Rowing '/fvfd/ T~ .| Canoeing _LI e r N
Rolf Gléser g ST s - : , 3_ <
Swimming I sk ~ny Wl b 4
Hans Eckstein ~—T 3 / - .\f\!
Rowing P t = S
Giinter Lux / " L France /‘ [
Cycling 4 L A Ebeljhaud Mund i\ ;;
g;::'ﬁnhguller \ ¢ & owing :
= »
Wolfgang Lange Q / Spain L= 3
Conoeing \ Y Wolfgang Richter Switzerland 2@ South Korea
Canoeing v ( S Wolfram Lindner \slzphcm I?:nneberq
\ i i jJumpi
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Coaches face trial for ‘drugs past’

Michael Butcher

IFTY former East Ger-
man sports coaches will
stand trial in Berlin this
month. If convicted of
causing grievous bodily
harm to child athletes by adminis-
tering drugs and of serving as secret
police informers, they could suffer
prison sentences. A further 550 are
currently under investigation.

The cases will strip the last traces
of glamour from the most efficient
sporting system the world has ever
seen. Yet, even if any are found guilty,
the defendants may find the disgrace
of conviction would not make them
unemployable.

Ever since the Berlin Wall fell, East
German coaches have been hired,
from Korea to Greece, Egypt to Aus-
tralia, by sports bodies seduced by
the German Democratic Republic’s
haul of more than 500 Olympic
medals. The total number of former
GDR coaches is not known but there
more than 700 working at any given
time in athletics alone.

But while tempting them with
blank cheques, those same countries
were simultaneously lambasting the
system over which the coaches had
presided and demanding the return
of every medal won by the GDR'’s
sportsmen and women.

Rumours are backed up by hard
proof, not only that East German
success was based on drugs but that
they were systematically given to

minors without their knowledge.
The European has obtained a copy
of a secret police file confirming the
attendance of 42 senior coaches at
the meeting of a committee created
to maximise the use and benefit of
drugs in East German sport.

Many coaches co-operated but
some did not — and lost their jobs.
The problem for those who
remained was that because the sys-
tem was so corrupt, there is now
widespread suspicion that anyone
involved was responsible for doling
out drugs.

At the same time that the extent
of the GDR's drugs programme was

revealed, those coaches now on trial
were being courted for their exper-
tise and offered new lives with
generous salaries. So confident were
they that they would never be held
to account that, shortly before leav-
ing the GDR, they showed journal-
ists the centres where the country’s
athletes had been checked to ensure
no drugs remained in their systems.

The turning point came last year
when Australia, the second-most
eager employer of GDR coaches after
Austria, appointed Ekkart Arbeit to
head its bid for athletics glory.

As Arbeit was signing his contract,
the Zentrale Ermittlungsstelle fur

Regierungs und Vereinigungskrim-
inalitat (Zerv), the body set up by
the German government to investi-
gate criminal activities in the former
GDR, was hard at work. It found evi-
dence of Arbeit's activity as a spy for
the Stasi, the secret police. When the
news broke, Arbeit was forced to
resign; Australian athletes refused
to train under him.

Arbeit is not alone in having prob-
lems. France’s head rowing coach,
Eberhard Mund, was embarrassed
when a teenage rower failed adrugs
test; she had been fed steroids with-
out her knowledge, although Mund
denied any involvement. Werner

SWIMMER'S RECORD

Life-threatening legacy of golden days

AROUND 10,000 athletes
from the former GDR were
systematically fed drugs.
Former swimmer Petra
Schneider-Kind, now 34,
was one of them.

She was 14 when she
came under the tutelage of
Eberhardt Moteus. She was
told that the blue pills which
he gave her were vitamins
which would strengthen her
back. In reality they were
Oral-Turinabol, the GDR's
favoured steroid.

In her first year of train-

ing with Moteus, the
adolescent 400 metre indi-
vidual medley swimmer
improved her best time by
an astonishing 17 seconds.
“But then I noticed a deep-
ening of the voice and
unusual muscle formation
and began to wonder,"” she
said.

Two years later in Mos-
cow she became Olympic
champion, setting a new
world record. She had ful-
filled her function to per-
fection, providing another

of the gold medals which
the communists used to
justify the regime. But her
swimming career left a per-
manent physical mark.
Schneider-Kind has a
scar on her heart and her
liver secretes abnormal
amounts of cholesterol. This
leads to furring of the arter-
ies and, potentially, heart
disease. Both problems are
typical results of steroid
abuse and need constant
monitoring.
Schneider-Kind's reac-

tion to the truth about what
really happened to her all
those years ago is one of
confusion.

Now a swimming teacher
in Chemnitz, she is bitter
about the way her health
was endangered to make an
ideological point, yet clings
to the view that all the years
of training that she did must
have had some benefit. Her
frustration lies in the fact
that she will never know
what she could have
achieved without drugs.
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Trelenberg had to explain why four
Austrian runners tested positive for
steroids while he was the country’s
athletics coach. He, too, denied any
responsibility.

Two other coaches in Austria are
wanted by Zerv for questioning in
connection with giving drugs to
underage athletes: swimming's Rolf
Gléaser and sports doctor Bernd Pan-
sold. Glaser was at last year’s world
championships as a coach to the
national team.

In Britain, Horst Hornlein came
under scrutiny when two members
of the bobsleigh team tested posi-
tive for steroids. He has not been
charged with any wrongdoing. Two
men alleged by Zerv to have been
Stasi informers — gymnastics coach
Dieter Hoffman and ex-Olympic
bobsleigh champion Klaus Bonsack
—are employed in Switzerland and
Austria respectively.

Those whose reputations have not
been called into question have had
to prove their innocence rather than
have it presumed. There will be
many other former East German
coaches with guilty consciences
feeling nervous; Zerv still has a mass
of documents to sift though and sum-
monses are being issued all the time.

Three coaches with the German
team at this year’s Winter Olympics
were implicated in the GDR's drugs
programme. The smugness once
shown by many of their colleagues
is turning to fear. They know this
month’s trials are just the start. M

CYCLING

World champion
back after cancer

Jeremy Whittle
T IS LESS than 18 months since
Lance Armstrong was first diag-
nosed with lung and testicular
cancer yet he will ride in the sea-
son’s first big race, the Paris-Nice
event, which runs until 15 March.

Two months after the former world
champion had competed at the 1996
Olympics and agreed a $2 million con-
tract with French sponsor Cofidis,
Armstrong first complained to his
doctor of pain in his groin. Testicular
cancer was diagnosed and the Texan
underwent surgery. Worse was to fol-
low: the disease was found to have
spread to his lungs and brain, neces-
sitating emergency neurological
surgery.

“My condition was very advanced,”
he recalls. “The news kept getting
worse and worse; the prospect of
death was very real.”

When Armstrong, 26, had ridden
at that year’s Tour de France and
Olympics, the cancer was already in
his system.

Weeks of intensive chemotherapy
left him bald, weak and vomiting for
dayson end. Italso prompted a hasty
rethink on the part of Cofidis, the com-
pany which had initially pledged to
support Armstrong in his fight for
survival.

“I was going through my darkest
hour and they wanted to renegotiate
my contract,” Armstrong remembers
bitterly.

This falling-out gave him additional
determination to get back in the sad-
dle. By last spring he was fit enough
to travel to Europe and begin tenta-
tively training for his comeback. In
August doctors gave him the all-clear
to return to cycling full time and he
began negotiations with Cofidis for
the 1998 season. These quickly proved
pointless.

“They told my agent that they

weren't interested. ‘No thanks— Lance
is finished’ is effectively what they
said,” he says.

America’s biggest sponsor, US
Postal, seeking to boost the profile of
its underpowered European team,
offered Armstrong a contract. It was
for a fraction of the money he had
been worth a year earlier but he was
delighted someone had shown faith
in him.

“Right through my recovery that
had been my intention,” he said. “My
priority was to live; the second aim
was to race again at the highest level.”

After a winter of training in Cali-
fornia Armstrong made what he
hoped would be a low-key return to
the European scene at February’s Ruta
del Sol race in Andalusia.

His return provided more column
inches than the race itself. Although
the fuss was about his return, not his
performance, he acquitted himself
well, particularly during a tough
mountain stage.

Now based at Cap Ferrat, near Nice,
with his fiancée and cat — named
Chemo, in sardonic reference to his
months of treatment — Armstrong is
realistic about his hopes for the rest
of the year. He has said that if, by the
end of the season, he has failed to
return to his previous level, then he
will leave the sport behind and get on
with the rest of his life.

With the Tour de France still only a
distant possibility, he is philosophical
about his return to the sport, and par-
ticularly about his hopes for the week-
long Paris-Nice race, a tough event
featuring many mountain stages, in
which he finished second in 1996.

“I've done well in Paris-Nice before,
but I'm not going with any expecta-
tions,” he admits. “I may try to take
things a little easier than I did in Spain
but Now I'm racing again, | hope I'll
worry less about my health and more
about my cycling.”

GRAHAM WATSON

I On course: Armstrong made a successful return to professional cycling in Spain’s Ruta del Sol race
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SPORT

FOOTBALL

Lesley Hussell

PARIS

RGANISERS of this sum-
mer’'s World Cup will
meet Fifa, football's world
governing body, in Paris
this week in an attempt
to defuse the widespread rage over
ticket allocation for the tournament.
Itis little more than a diplomatic exer-
cise. More than 90 per cent of the seats
have already been sold and touts are
taking full advantage of the fans’ des-
peration. The French establishment
has once again looked after its own.

Michel Platini, co-president of the
organising committee, had claimed
that this would be the World Cup open
toall and that he did not want it to be
dominated by VIPs and their friends.
He promised prices pegged low
enough to be affordable to all ordi-
nary supporters. More than half of the
total 2.5 million tickets were priced
at Ffr250 ($41) or less.

Yet thousands of devoted fans are
faced with the prospect of shelling out
10 or 20 times that amount to see their
teams play - if they can get their hands
on aticket at all.

Half a million (20 per cent) were
reserved by Fifa for the football fed-
erations of competing countries.
Another 200,000 have gone to 17 tour

rooreaL & French fans benefit while dtmmeers lace wastod joarmeys

World Cup just not the ticket

operators which are selling them, at
a healthy mark-up, as packages with
travel and accommodation included.
Sponsors and partner companies in
France 98 have taken 300,000 more,
leaving a million and a half seats for
the French public.

Next month the last batch of
152,000 tickets for first-round games
will go on sale to fans with a French
address; it is these which have been
at the heart of negotiations in Brus-
sels. Both the French organisers and
the European Union were looking for
a face-saving compromise after Karel
Van Miert, the competition commis-
sioner, claimed that sales discrimi-
nated against foreigners; he
threatened heavy fines but admitted
that it was too late to make substan-
tial changes.

There are almost no more tickets to
be had. Several thousand more seats
have yet to be sold because techni-
cians are still working out whether
they will have to be removed to make
room for television cameras. There
are also 50,000 VIP tickets costing
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between $300 and $500. So much for
Platini’s boast of cheap prices.

With as few as 3,000 seats being
allocated to each country involved in
amatch, many supporters are reduced
to paying over the odds for executive
travel packages or buying from touts
or agents who trade in the exploita-
tion of loyalty and fervour.

Although the number of tickets
available to travelling fans is up by a
third compared with previous World
Cups, the increase in the number of
European nations present from 12 to
15 and the emergence of a new breed
of fans who go abroad to matches on
a regular basis have meant this allo-
cation is inadequate.

One Paris firm has been taking
advantage by offering seats for the
final at Ffr13,200. The face value of
each ticket was Ffr2,950. British com-
panies have been offering day trips to
first-round matches for prices start-
ing at £600 ($990) for tickets with a
face value of £16. Log on to the Inter-
net and there are dozens of sites offer-
ing tickets, including one in the United

Early warning:

The European’s headline
soon after the World Cup
draw last December

Civil servants
in Paris are
signing up for
eight seats
at a time

States which claims to have unlimited
tickets for all matches.

“l am sad for all the fans involved,”
admits Christophe Kukawka, a
spokesman for France 98, “but this is
a human organisation: we are not
gods. If we find after the World Cup
that we made mistakes, we will accept
responsibility.”

That will be too late. But Kukawka’s
boss believes he will not need to.

“We have found the right balance,”
said Platini. “There are 2.5 million tick-
etsand 25 million potential ticket buy-
ers. If you add it up, we are bound to
disappoint people.”

That is true. But what has caused
much of the anger is that, while the
genuine football fan from abroad is
forced to scrabble around for a ticket,
the World Cup organisers are taking
care of the French.

In Lens, the county council has used

WHO'S AT THE FRONT OF THE QUEUE

Official allocation of 2.5m tickets

0 100,000 200,000 300,000 400,000 500,000
Football federations of 31 competing countries
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Sponsors &I France 98 partner companies
French resilients | 1.5m I

its privileged position as a France 98
partner — it spent Ffr30m of ratepay-
ers’ money renovating the city’s sta-
dium for the World Cup - to buy
tickets. Competition winners will
receive 1,500, but council chiefs have
kept back 100 for themselves.

Civil servants in Paris ministries
have been told seats are available,
leading some to put their names down
for eight at a time.

Those who protest that a few tick-
ets here and there hardly matter are
being disingenuous. Take 50 seats
here, ten there, multiply that by 64
matches and there is enough to fill
dozens of coaches with genuine sup-
porters. Itis ridiculous that while the
French elite is so pampered, the Ger-
man football federation, swamped by
demand, is reduced to staging a draw
to allocate its seats.

Despite having had the over-
whelming majority of tickets reserved
for them, the French insist they have
been harshly treated.

“There aren't enough tickets for real
fans in France while rich companies
have them to impress their cus-
tomers,” said Nicole Carre of the sup-
porters’ club at third division side
Troyes. At Thouars, another third divi-
sion side, directors doubt they will see
any games.

“We don't feel that this great foot-

French serve themselves with tickets

ball festival has much to do with us,”
said deputy secretary Claude Raineau.
“We have not been given seats.”

While Raineau may not personally
have been given tickets, he cannot
complain that French footballers and
fans have been treated harshly. The
first people to be able to buy tickets
were the “the French football family”
— season ticket holders and players
from professional clubs down to Sun-
day league amateurs.

They were offered priority booking
ata 10 per cent discount in mid-1996
for a Pass '98, a book of tickets giving
entry to four or five first-round games
and one second-round match.

The passes later went on sale to the
French public, and last autumn
another 227,000 tickets were sold
through a vastly oversubscribed draw.

This meant that more than 1.25 mil-
lion seats were sold in France before
buyers knew which teams they would
be seeing. It has led to many disap-
pointed punters ending up with seats
at matches which hold little appeal
for the neutral. Many of these tickets
will find their way on to the black mar-
ket, causing potential security prob-
lems. Having to pay an inflated price
to a tout for a ticket rejected by a
Frenchman would be the final insult
to fans whose devotion seems to have
been rewarded with contempt. M

GERMANY

0-score bore a sign of the times

Clive Freeman
BERLIN
T was billed as the match of
the year, but last week’s Cham-
pions League quarterfinal
between two of Europe’s
biggest clubs, Bayern Munich
and Borussia Dortmund, turned out
to be a massive disappointment.

A frustrating match ended in a
0-0 stalemate, leaving the crowd to
wonder what has gone wrong with
two teams who until recently were
the best in Germany.

Bayern’s erratic performances
have effectively ended their chances
of retaining the league champi-
onship. Their inconsistency was
typified by their recent 2-0 home
defeat by bottom-of-the-league FC
Cologne. That enabled Kaiser-
slautern to open up a six-point lead
over Bayern, in second place, at the
top of the Bundesliga.

Franz Beckenbauer, Bayern’s
president, put on a brave face after
the Dortmund match. “We wanted
to win, and in the second half had
several clear-cut chances,” he said.
“But we failed to hit the net. That's
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our problem at the moment.
Against Cologne last week we
squandered five or six golden
goalscoring opportunities. Now
we've done the same again.”

At Dortmund, meanwhile, the
outlook is no better. After beating
Juventus 3-1 in last year’s Cham-
pions League final they looked set
to take over Bayern’s role as Ger-
many’s top team in Europe. But they
have failed to build on their suc-
cess. Karl-Heinz Riedle departed
for Liverpool, Paclo Sousa went
back to Italy and they have suffered
a string of injuries to key players.
Matthias Sammer is back in light
training after a knee operation, but
doubts persist as to whether he will
ever play again. The team that beat
Juventus now looks to be on the
brink of breaking up.

They have had a disastrous sea-
son in the Bundesliga. Dortmund
are in the relegation zone, which
rules out any prospect of their play-
ing in Europe next season unless
they defend their Champions
League crown. This seems unlikely;
nevertheless, the draw against Bay-
ern was hailed a success by their
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Italian coach Nevio Scala. “With a
home crowd behind us in the return
leg, we stand a good a chance of
reaching the semifinal,” he said.

The club has heavy financial com-
mitments, paying millionaire wages
to star players, most of them over
30. Last year Dortmund expanded
its merchandising operation but
this season sales have dipped.

Should Dortmund lose their sec-
ond leg match against Bayern on
18 March, financial uncertainty will
loom.

Lothar Matth&us, Bayern’s vet-
eran international defender,
summed up Dortmund’s predica-
ment.“They are under a lot of pres-
sure. One year without any
European competition and the club
could face hard times financially.”
Each victory in the Champions
League nets the club $400,000, and
victory over Bayern would mean
$2 million in further European com-
petition revenue.

But what if the worst happened
and they were relegated from the
premier league? “That’s a scenario
we don’t like to consider at this

time,” said a Dortmund official.
KAI PFAFFENBACH
w

Stalemate: Bayern's Carsten Janker makes contact in the Champions League draw with Borussia Dortmund

IN BRIEF

Kidnap ends

KIDNAPPERS in southern Russia
have released the 11-year-old daugh-
ter of the president of premier divi-
sion club Vladikavkaz Alania. A police
spokesman in the volatile region of
North Ossetia, which borders Chech-
nya, said Zalina Bitarova was at home
with her parents after being held for
ransom for 66 days by unidentified
kidnappers. “'She had been held on
the outskirts of Vladikavkaz in the
basement of a house,” the
spokesman said. The girl was seized
from outside her school in

December. The kidnappers had
demanded $3 million for her release
but later scaled down their demands.
Police have refused to say whether
any ransom money was paid. None
of her captors has been arrested. Her
father is president of the club which
won the Russian premier league
championship in 1995.

Pecking order

CUSTOMERS in the southern Span-
ish city of Cadiz are flocking to a bar
run by a fanatical Real Madrid sup-
porter. The big attraction is the

owner's collection of pigeons, many
of which are named after Real Madrid
players; for added authenticity
Roberto Carlos and Christian Karem-
beu's pigeons have had their feath-
ers stained black. Others have taken
on the names of club officials such
as coach Jupp Heynckes and chair-
man Lorenzo Sanz. On matchdays
the bar owner selects what he thinks
should be the team for that day's
game; the 11 chosen birds are then
put together in a cage for the dura-
tion of the match, although there are
suggestions that this contravenes
the Bosman ruling on freedom of
movement.
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DERIVATIVES = Banking's biggest brains failed to gauge the risks in Asia. Now the Koreans don’t want to pay up

HIDDEN
RISKS

Paula Hawkins
HEY MAY have the biggest brains
in investment banking, with PhDs
in maths and an understanding of
quantum physics, but there are
some things that derivatives mod-
ellers, the rocket scientists of the financial
world, cannot account for. The Asian crisis is
one of them.

These investment banking boffins construct
elaborate models — complex mathematical
descriptions of how asset prices move —
designed to estimate the risks of derivatives
transactions. But a lawsuit brought by a lead-
ing US investment bank shows that even if
you get your sums right, you can lose.

JP Morgan is embroiled in a dispute over
derivatives products it sold in South Korea.
The case centres on a simple transaction: a
Thai baht-Japanese yen currency swap
between JP Morgan and a
Korean firm, SK Securities.
The deal was guaranteed by
another Korean firm, Housing
and Commercial Bank. In sim-
ple terms, SK Securities bet
against the baht falling below
acertain level. It lost.

Fairly cut and dried? Not if
you believe the Koreans, who
claim their losses were capped
at $100 million and that JP
Morgan had not adequately
informed them of the risks of
the trade, implying that JP Morgan’s mod-
ellers got it wrong. SK Securities and the guar-
antor are refusing to honour the contract.

JP Morgan claims it is owed $300m, SK
Securities’ total losses on the trade. The bank
says that not only were its modellers
“absolutely right” but that the Koreans were
well aware of the risks of the deal. “Our clients
understood the risks; they were spelt out in
the contract. There was no cap on the losses,”
says Joe Evangelisti, a JP Morgan official.

The US firm is suing both SK Securities and
the guarantor for the money it claims to be
owed. If JP Morgan loses its case, it would be
bad news for the business. It will mean that
however clever your rocket scientists are, your
bank could still see its liabilities soar.

“Derivatives are a zero-sum game,” says Bill
Margrabe, president of the William Margrabe
Group, a New York consultancy. “Every dollar
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Derivatives
models could
not deal with

the speed and
scale of Asia's
meltdown

that someone loses on derivatives is a dollar
that someone else makes.” The value of a
derivative is pegged to an underlying asset —
a currency, equity or bond — on which it is
based. The two parties involved in the deriv-
ative transaction take opposing views on what
is go to happen to that asset. They make a bet,
the outcome of which there should throw up
awinner and a loser.

But if JP Morgan loses its suit, both it and
the South Korean banks will be losers: SK Secu-
rities would lose $100m and JP Morgan
$200m. No longer a zero-sum game. JP Mor-
gan's case is likely to be the first of many, open-
ing up a new source of bank losses in Asia.
“We fully expect this to happen to other banks,”
says Evangelisti. European central banks
remain silent about the possibility of such suits
being brought by or against European banks,
but one US law firm reports a number of
inquiries from European banks with exposure
to Korea.

It is impossible to tell
which banks are most at risk
of similar actions: that would
entail guessing which counter-
parties are likely to default.
Butitis possible to determine
the likely suspects. Derivatives
trading in southeast Asia is a
specialised business. Invest-
ment houses trade instru-
ments tailored for clients or
for their own accounts.

There are a limited num-
ber of players, mainly US houses, which oper-
ate at the top end of the market: Goldman
Sachs, Morgan Stanley and BT Alex Brown
are prime candidates, but some European
banks, such as Banque Paribas, SBC Warburg
Dillon Reed and Deutsche Morgan Grenfell
have aspirations too. Their experts must be
getting nervous, since it is clear that no bank
expected losses on the scale on which they
occurred. The South Korean lawsuits aside,
derivatives losses are estimated to account for
a large part of the 35 per cent drop in fourth-
quarter earnings at JP Morgan in 1997. Maybe
the rocket scientists are not so clever after all.

Margrabe admits that derivatives models
are flawed. “Without a doubt, some of the
losses that derivatives firms suffered as a result
of the turmoil in Asia are due to the failures
of their models,” he says. Another banker puts
the case more strongly. “Derivatives models

ASIAN FALLOUT

JUST as Europe’s bankers are
sighing with relief at the con-
tainment of Asian contagion, it
continues to spread. If bankers
thought the worst was over,
whispers from the Banque de
France and a shout from
Moody's Investors Service have
set them straight.

The Banque de France has
warned - albeit unofficially - that
French banks should increase
loss provisions on lending to
Asia. According to sources at
the French central bank, certain
French banks with large loan
portfolios have been instructed
to set loss provisions at 25 per
cent of total lending. Banks with
exposure to Thailand and South
Korea are advised to set mini-
mum provisions at 15 per cent.

The figures were issued as
unofficial guidelines for French
banks, but analysts say they will
provide a benchmark for loss
provisions in other exposed
European countries.

The French central bank's
warning was made all the more

ominous by a report issued by
Moody'’s Investors Service, the
US rating agency, which has
compiled a report on the bank-
ing systems most exposed to
Asia.

Among the countries of the
Organisation for Economic Co-
operation and Development
(OECD), Japan has by far the
highest exposure to Asia - more
than six times that of US banks,
but only twice Germany's expo-
sure. However, although German
banks are most exposed in
absolute terms, with total claims
of$113 billion in mid-1997, the
implications for individual banks
are limited. Moody's report
points out that “none of the
rated banks in Germany is in
crisis' as aresult of their expo-
sure to Asia.

By contrast, the implications
for individual banks in Europe's
other most exposed banking
systems, Belgium and France,
are much worse.

This is partly because the risk
is concentrated in a few large

institutions. For example, the
exposure of Belgium's seven
largest banking groups totalled
$4bn at the end of 1997.

In France, five banks are most
at risk: Banque National de
Paris, Banque Paribas, Crédit
Agricole Indosuez, Crédit Lyon-
nais and Société Générale. Their
total loan exposure represents
a staggering 82 per cent of their
equity.

Inthe light of these alarming
figures, Moody's has placed all
the ratings of Crédit Lyonnais
and its subsidiaries under review
for a possible downgrade. The
other four French banks identi-
fied in the Moody's report have
had selected ratings put on
credit watch.

The report is more hearten-
ing for British banks. The UK's
banks have the second-highest
exposure to Asia in absolute
terms, but their vulnerability to
the more stressed Asian
economies - Thailand, Korea and
Indonesia - is relatively limited.

European banks are not the

only institutions receiving
depressing news. Robert Flem-
ing, the UK investment bank,
issued a report warning of “'sav-
age' damage to some European
manufacturers as aresult of the
Asian crisis.

According to Fleming's econ-
omists, Asian exporters, faced
with shrinking domestic markets
and dramatically weakened cur-
rencies, will be looking to make
inroads into western markets
where they will be able to under-
cut European rivals.

The Fleming report says it is
"overoptimistic’ to believe that
the pricing structures of west-
ern companies will be left intact
by Asia's troubles. Initially, most
analysts had expected the effects
of the crisis on manufacturing
industry to be limited to a few
select markets, such as the man-
ufacturers of memory chips.
However, Fleming's economists
suggest a wider impact, with
chemicals, electronics, steel and
cement firms looking most
vulnerable.

CAMERON LAW AT MONSTER

went out the window with the Asian crisis.
They could not deal with the speed and scale
of Asia’s meltdown.”

To be fair to the modellers, they do not claim
to foresee crises. “Derivatives models do not
claim to predict what's going to happen,” says
a source at Credit Suisse Financial Products.
“All they do is try to quantify potential losses.”
This is precisely where they failed in the Asian
case. Where losses were estimated at $500m,
they turned out to be between $3 billion and
$4bn. The reason that they failed is that, for
all the brilliance of the modellers, the math-
ematical equations which form the basis of
their estimates take a great deal for granted.
A derivatives modeller at one of Europe’s
investment banks explains the flaws. “The
equations contain strong assumptions, not all
of which are realistic,” he says. “But traders
have to follow them religiously, as they are the
objective arbiters of the value of our books.”

The models assume, for example, that
changes in underlying risk are variables with
known volatilities. “The Asian fall in exchange
rates and equity prices did not work accord-
ing to theory,” says Margrabe. Such sudden
and exceptional falls do not figure in the com-
plex projects of derivatives modelling. “On the
whole, lognormal diffusion processes tend to
underestimate the possibility of large shocks,”
says one trader cryptically.

Lognormal diffusion processes, which imply
that risk factors are continuous, may under-
estimate shocks, but traders should not. M

ANALYSIS

Banishing the spectre of
Bretton Woods' stability

Brian Reading

OME back Bretton
Woods, all is forgotten.
This was the name
given to the fixed
exchange rate system
established after the Second World
War. The deal establishing it,
together with the International
Monetary Fund and World Bank,
was negotiated between the US,
Britain and Canada at Bretton
Woods, New Hampshire, in July
1944. The fixed exchange rate sys-
tem, which all major countries
joined, broke down in August 1971.
The IMF and World Bank survived
its demise and are still going.

Itis understandable, in the after-
math of the Asian currency crisis
and following the surges then slides
in major currencies in recent years,
that there should be a renewed han-
kering for some better way to man-
age international exchanges. The
chairman of the US Federal Reserve,
Alan Greenspan, has called the IMF
an “old Tin Lizzie”. He wants the
architecture of the international
financial system to be “reviewed
and altered as necessary to fit the
needs of the new global environ-
ment.” Eisuke Sakakibara, vice-min-
ister for international affairs at the
Japanese ministry of finance, and
Robert Rubin, the US treasury sec-
retary, promptly chorused, “rene-
gotiate Bretton Woods”. In Britain
the plaintive call has gone out once
again, from businessmen in dis-
tress, for a stable exchange rate,
preferably with a weaker pound.

The desire for stability and cer-
tainty is understandable. But fixed
exchange rates do not come free of
charge - rather the reverse. If they
are fixed but adjustable, through
periodic devaluations or apprecia-
tions, speculators have a ball. Occa-
sional but large adjustments are
particularly disturbing.

If rates are supposedly fixed for
all time, all other economic policy
objectives must, if necessary, be sac-
rificed for the maintenance of the
parity. The certainty of a fixed rate
of exchange is achieved at the
expense of uncertainty over rates
of interest. Varying interest rates
affect more businesses and more
people than varying exchange rates.

British advocates of fixed
exchange rates seem to have for-
gotten the sad experience of Euro-
pean exchange rate mechanism
(ERM) membership in 1990-92.
Slumping Britain was forced to fol-
low Bundesbank monetary strin-
gency, designed to cool Germany’s
boom. To compensate, John Major’s
government imitated German fis-
cal profligacy with disastrous
results. The budget went from a sur-
plus of one per cent of GDP in 1989
to a deficit of eight per cent in 1993;

it has taken the rest of the 1990s to
undo the damage. Even today, the
pound’s strength is largely due to
the government’s failure to strike
the right balance between fiscal and
monetary policy.

If the pound’s ERM experience is
so easily forgotten, it is hardly sur-
prising that nobody seems to
remember distant Bretton Woods,
which was designed to prevent a
return to the currency instability
which typified the 1930s depres-
sion. Currencies were pegged to the
dollar and foreign reserves were
mostly held in dollars. Central
banks could freely convert surplus
dollars into gold at a fixed price of
$35 per ounce. The pound was also
used as a reserve currency, because
sterling area central banks could
exchange it for dollars.

Exchange rates remained fixed
because governments intervened
in foreign exchange markets, buy-
ing or selling their currencies within
narrow margins of their dollar par-
ities. Selling to prevent an appreci-
ation presented no problems, a
government can get its hands on
unlimited quantities of its own cur-
rency. Buying to prevent an
unwanted depreciation was, how-
ever, limited by the size of dollar
reserves. To supplement national
reserves, the IMF quota system was
invented.

Every member contributed a
quota of its own currency into the
fund. Each was given a “reserve
tranche”, an automatic right to put
more of its own currency into the
fund, up to afixed limit, in exchange
for some other currency, usually
dollars. In this way, a country could
supplement its reserves. If it still
did not have enough dollars to pre-
vent a depreciation, it could bor-
row more from the IMF, but only on
condition that it took IMF-approved
action to deal with its currency.

During Bretton Woods days, most
countries imposed exchange con-
trols, which severely restricted cap-
ital outflows. So the main cause of
currency weakness was a current
account deficit. Deficits could result
from an economy overheating. Cur-
rency weakness would then force
the government to raise interest
rates or tighten fiscal policy. Fixed
exchange rates thus imposed an
anti-inflationary discipline. But they
could not prevent prices in differ-
ent countries drifting apart over
time. Even an inflation rate as lit-
tle as one per cent a year above
one’s competitors, produces a 10
per cent overvaluation in the course
of a decade.

This is what happened to Britain
then the United States. When the
deutschmark and yen parities were
set in the late 1940s they reflected
the weak state of the German and
Japanese economies. Postwar

reconstruction and rapid growth
pushed German and Japanese pro-
ductivity up far faster than in Britain
and the US. This kept costs down,
making their exports increasingly
competitive. The pound and the
dollar became overvalued in real
terms, the yen and deutschmark
undervalued. Then, instead of over-
heating causing current account
deficits in Britain or America, over-
valuation caused current account
deficits, leading Britain and Amer-
ica to stagnate. Clearly deflation
was no solution. Exchange rates
had to change.

Germany and Japan, enjoying
rapid export-led growth, refused to
appreciate; Britain and the US, as
reserve currencies, felt a moral
obligation not to devalue. Both suf-
fered years of needlessly slow
growth. Britain got caught in a stop-
go cycle - every time the economy
expanded the current account went
into deficit and a sterling crisis fol-
lowed. Harold Wilson’s Labour gov-
ernment was finally forced to
devalue in 1967, which marked the
beginning of the end for Bretton
Woods. Pressure then transferred
to the US dollar. During 1971, with
the US in recession, President Nixon
refused to deflate to defend the dol-
lar. He suspended the dollar’s gold
convertibility and the fixed
exchange rate system collapsed.

Bretton Woods lasted so long
only because Britain and America
were prepared to tolerate over-
valued exchange rates and slower
growth than everybody else.

Any attempt to establish a fixed
exchange rate system today,
embracing the dollar, yen, euro and
pound, would be doomed to fail-
ure. It might last a year or two, but
that's all. Rates would be fixed at
wrong levels. One or more curren-
cies would start off overvalued and
open to attack. Exchange controls
have now mostly been abolished
and capital flows have massively
increased. Foreign currency
reserves would prove totally inad-
equate to defeat speculators.

Inflation rates will continue to
diverge, so that even if nominal
exchange rates are fixed, real rates
will change. The price to be paid in
stagnation to defend an over-
valued currency would not be polit-
ically tolerated.

If anyone still feels that a system
of fixed rates is desirable, let them
consider the damage done to Asia
by the recent crisis. It was caused
by the distortions produced by
excessive capital flows to countries
with pegged currencies. Exchange
rate changes are an adjustment
mechanism. They solve problems.
Fixed exchange rates cause
them. |
The writer is a director of
Lombard Street Research
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PROFILE

Susie Pine-Coffin

ILL HARRISON is Eur-
ope’s most bruising
investment banker. As he
starts at his third bank in
two years, Deutsche Mor-
gan Grenfell's (DMG) latest star recruit
leaves a trail of angry and unemployed
bankers in his wake. With a payoff
reputed to be around £5 million
($8m) in his pocket from his last turn
at the teller window, Harrison is
unfazed by his reputation.

Six months after leaving the ruins
of BZW, Harrison has emerged to
breathe life into the faltering ambi-
tions of Deutsche Bank to join the
premier league of investment bank-
ing. His arrival coincides with a retreat
by DMG from America following the
departure of its two key executives.
Jobs are expected to go in the shake-
up. The suspicion among DMG staff
is that Harrison is the man recruited
to force through the changes.

His failure to qualify for adegree in
personnel management is typified by
his brief time at BZW, Barclays’ for-
mer investment banking arm. An
attempt to rally staff at a time when
the bank was clearly heading for the
dustbin backfired badly when he told
a company meeting: “An evening
spent with the family is a wasted busi-
ness opportunity.”

Harrison is upset by some of the flak
which surrounds him. “I don't know
where all that stuff comes from,” he
says. “I'm just myself. | try to relate to
people, to be practical and down to
earth. | have spent my life trying to
build up businesses and that's what |
am going to do at Deutsche Bank.”

The DMG restructuring will see it
drop the Morgan Grenfell name, spin
off DMG's asset management busi-
ness into a separate division and
merge the German parent’s wholesale
banking operations with the invest-
ment banking unit.

The changes that are about to be
imposed on staff at Deutsche will lead
to around 9,000 job losses over the
next three years, 4,000 of which are
set to be axed outside Germany.
Speculation is rife that the unenviable
task of handling these redundancies
is being delegated to Harrison. He
denies it: “I've been hired to build, not
retrench.”

If, as one would expect, the strategy

THE AMAZING
SHRINKING

BANKER

behind the investment banking re-
organisation is to cut back on corpo-
rate lending and replace it with the
more lucrative products on offer from
investment bankers, Harrison will face
some very delicate client relationship
issues. Others have managed to
achieve this goal, but it is not an easy
path to tread.

Deutsche Bank has a huge corpo-
rate client base in Europe, including
industrial giants such as Daimler-
Benz, but it has failed to lure them to
use DMG for higher-margin invest-
ment banking services. Harrison’s
rapport with clients will be crucial if
he is to meld the businesses. But many
guestion whether this will be matched
by his management abilities. Invest-
ment bankers are well known for hav-
ing difficulty in managing a business,
no matter how brilliant they are at
putting together deals.

The key to Harrison’s reputation is
his unhappy experience at BZW. He
arrived in a blaze of glory from Robert
Flemings in September 1996. Within
amonth he was being undermined by
Barclays’ chief executive, Martin Tay-
lor, who was already questioning the
wisdom of BZW's expansion. “Martin
is a man who takes a long time to
make up his mind,” says one insider.
“He is intellectually superior, but he
tends to get caught in the headlights
when it’s time to move.”

Harrison's enigma is the sharp divi-
sion between his undoubted banking
skills and his poor image among his
staff. “He is an exceptionally good
client man,” says Patrick O’'Sullivan,
Harrison's former chief operating offi-
cer at BZW and now chief executive
of Eagle Star, the insurance firm. “He’s
certainly capable of delivering the
organisation if he has the support to
do it.” Others agree. “He doesn't
exactly look the epitome of good
health, not the orange juice and gym-
nasium type,” says a former colleague.
“But he puts clients first, second and
third on his list of priorities. From their
point of view he’s a ball of fire.”

Harrison has taken the initial flak
for Barclays' humiliating retreat after
it was forced to wind down BZW, sell-
ing its equity and advisory arms and
retaining a shrunken debt business,
renamed Barclays Capital.

Harrison remains sanguine about
his time at BZW: “I took the view that
investment banking is a serious busi-
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ness, but at the highest level an organ-
isation has to decide whether the
appropriate model for a bank is retail,
wholesale or a combination of these,
along with investment banking.”

The move led to job losses — with
more to follow — but Harrison has
emerged unscathed, departing after
the shake-up last October. His payoff
package worked out at £5.5m. This
included a golden hello of £1.5m, an
annual salary of £300,000, guaran-
teed bonuses of £1.25m for 1996 and
1997, a £330,000 a year pension enti-
tlement and 300,000 share options.
Barclays took a £688m charge for the
restructuring.

This reputation will sit awkwardly
amid the ruins of DMG’s latest US
debacle. The departure of the joint
heads of investment banking, Carter
McClelland and Maurice Thompson,
ended an expensive foray into Wall
Street. McClelland doubled the size
of DMG's North American operation,
but the exercise was ludicrously
expensive through an extravagant
recruitment campaign. Some rival
bankers hold McClelland personally
responsible for driving up the price of
analysts, traders and bankers.

Deutsche’s strong position in the
European capital markets will
undoubtedly give it a competitive edge
after 1999 when EMU is launched. It
is widely expected that a number of

Bill Harrison's colleagues
call him ‘Attila the Brum'
because he comes from
Birmingham and destroys
anything that stands in
his way; his critics are not
so polite

He believes
an evening
spent with
the family
is a wasted
business
opportunity

ILLUSTRATION BY MICHAEL FRITH

American companies will look to
Europe to start raising funds because,
as the emphasis switches to yield
curves and credit plays, Europe will
offer investors better opportunities to
see a return on their capital, thereby
making it a more attractive location
for raising money.

Harrison is willing to sink his heart
and soul into kick-starting Deutsche
Bank’s wholesale and investment
banking operations. Even his harshest
critics applaud his investment bank-
ing skills. The nightmare scenario for
DMG staff is if Frankfurt decides to
adopt the BZW approach to invest-
ment banking: indecision followed by
retreat. Harrison is concerned at the
links being made and implies that he
would not want to make the same mis-
take twice.

“I believe Deutsche is very serious
about investment banking. The struc-
tural reorganisation will enhance the
investment banking opportunities,”
he says. A former colleague and a
member of the senior management
team at BZW says: “His hands were
tied; it is not fair to blame him for
BZW's fortunes. BZW was the wrong
size. They either had to spend a lot of
money to expand itand probably buy
something, or shrink it. | don't think
anyone could have turned itaround.”
DMG staff will be hoping he can make
it third time lucky. [

ECONOMICS

Doug Cameron

FTER sweating for months to fit the
square pegs of their economies into
the round holes of the Maastricht
Treaty, Europe’s finance ministers have
a unique opportunity to restructure
their economies. Failure to do so could leave them
tearing at each other’s throats before the euro train
has had a chance to gather steam.

Germany, France and Italy face a race against
time to reform their creaking pension system to sup-
port ageing populations. Southern Europe risks
developing into a series of bubble economies with-
out the levers of fiscal control to prevent them from
running out of control. The optimal conditions for
asuccessful single currency area, popularly known
as euroland, go well beyond the limited shopping
list identified by the Maastricht Treaty. Without
something extra, EMU’s sustainability is far from
guaranteed.

The nightmare scenario facing EMU entrants is
of monetary union succumbing to a series of
regional recessions. The most vulnerable areas are
those which already suffer from high unemploy-
ment and low growth prospects, notably eastern
Germany and southern Italy, northern France and
northern Portugal and Andalusia. The rush to cross
the hurdles for first-round EMU entry has high-
lighted the lack of structural economic reform by
most prospective members. “Governments have
been single-mindedly pursuing the Maastricht objec-
tives and ignoring the microeconomic issues,” says
Julian Callow, European economist at Dresdner
Kleinwort Benson. The two most glaring examples
of this have been the failure to address Europe’s
looming pension crisis and any attempt to make
labour markets more flexible.

The task facing governments is not a source of
debate but their commitment and ability to react
to the pension timebomb and the other pressures
which EMU creates have kicked off furious
exchanges between politicians and economists.
Action is needed fast. Time is already running out.
EMU will dismantle the mechanisms which redis-
tribute resources to balance shocks within countries,
never mind between them.

The scale of the fiscal chasm created by under-
funding state pension schemes while the popula-
tion ages isimmense. If Germany wants to maintain
its pension levels, taxes will have to rise taxes by
8.8 per cent as a proportion of GDP by 2030 (or
contributions increased by the same level) if it wants
to keep public spending under three per cent of
GDP (see chart). Italy is in an even worse state,
requiring a 10.2 per cent increase in taxes just to
stand still. Itis clear that such moves are untenable
if EMU is to survive, hence the all-too-gradual shift
towards encouraging private sector provision and
cutting absolute levels of state pension payments.

The European labour market is also characterised
by a huge divergence in wage costs and in the tax
and pension arrangements. German manufactur-
ing wage costs are 40 per cent higher than the EU
average when social security contributions are taken
into account. At the other end of the spectrum,
Spain costs just 72 per cent of the average while
Portugal has the cheapest workers, costing just a
quarter of those in Germany (see chart).

These differences will encourage inward invest-
ment to cheaper countries, particularly in south-
ern Europe, leading to a build-up in wage and
inflationary pressures. Keeping inflation down will
be the primary goal of the European Central Bank
(ECB) in its early stages, with interest rates set on
the basis of what is appropriate for the lowest infla-
tion countries. The higher inflation countries will
be left to sort out their problems by themselves.

OLDER AND POORER
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While politicians sit on their hands, economists
are united in agreeing that both issues need to be
addressed urgently. To reap the full benefits of a sin-
gle currency area, the EMU 11 have to make it work.
Economists identify three areas where there is room
for improvement: more capital mobility and diver-
sified asset holdings; flexibility of internal fiscal
transfers; and labour mobility and wage flexibility.

Euroland fails on all three counts. Most citizens
do not have equity assets outside their own
countries. There is little labour mobility — just 0.3
per cent of European workers move each year com-
pared to three per cent in the US —and laws on hir-
ing and firing and tax and pension systems are rigid.
There is also no system of fiscal transfers to equalise
regional disparities, except national budgets which
are constrained by the stability pact.

There are other pitfalls waiting for politicians
unwilling to push structural reform. The sharp
differences between short and long-term borrow-
ing among the 11 also raises the possibility of clashes
over interest rate policy which could bring the whole
EMU edifice crashing down. The public and private
sectors in France and Spain rely more heavily on
short-term borrowing than, for example, Germany
and the EMU 11 as awhole. Hence, they will be far
more sensitive to changes in short-term interest
rates and seek to influence ECB policy accordingly,
while Germany pushes for a flatter yield curve to
dampen long-term rates.

Attempts to reform borrowing trends, labour
markets and social security systems have been half-
hearted at best. Italy and Spain have issued 30-year
bonds to reschedule their debt, Germany’s chan-
cellor-in-waiting, Gerhard Schroder, supports a cut
in pension payments, and shorter working weeks

Euroland’s regional recessions

are proposed in France and Italy. Taken singly and
even together, these will not impress financial markets
looking for cracks in the EMU consensus to exploit.

Despite the weight of evidence calling for the EMU
11 to adopt a US-style economic model and follow
the microeconomic path trodden by the Dutch and
the British, economists are unsure what they will seek
to do first, or when. “One of the dangers is setting a
single microeconomic measure and trying to apply
itto all countries,” says Richard Bronck, EMU strate-
gist at Merrill Lynch.

Economists disagree about what will happen next.
“There is a lot that is sub-optimal [among the EMU
11] butitiswrong to look at their preparation in sta-
tic terms,” says Bronck. In a report entitled The Tro-
jan Horse, he argues that supply-side reforms
pioneered in the UK and the Netherlands will spread
through Europe by the back door of the single cur-
rency. States will have no choice if they want to main-
tain competitiveness.

Euroland lacks the fiscal and supply-side flexibil-
ity to cope with a unified monetary and exchange
rate policy. Without macroeconomic levers, countries
may choose to compete at the microeconomic level:
competitive advantage will come through low labour
costs and low corporate taxes. “This a great oppor-
tunity for countries to pursue reform,” says Callow.
Are they listening?
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STOCK PICKS

Engineering stocks in low gear

METAL-BASHERS have never stirred much
romance in the hearts of investors. Mature mar-
kets, capital investment requirements and fierce
competition from low-cost transitional econ-
omy operators have made the engineering sec-
tor a disappointment. In Britain, the engineering
sector is especially unappetising. The ailing for-
tunes of BTR are discussed below and bearing
manufacturer T&N is the subject of a stutter-
ing takeover attempt from American company
Federal-Mogul. Even the foreign suitors wooing
Rolls-Royce are destined to be frustrated by the

Robotic Technology
Systems

THE FINNISH specialist in
computer-aided design and
assembly systems has the
potential to continue its spec-
tacular performance on Ofex,
the lightly requlated British
market for mostly smaller cap-
italised companies. Under the
guidance of former powerboat
champion Jukka-Pekka Mat-
tila, Robotic Technology Sys-
tems (RTS) has seen its market
capitalisation increase tenfold
since flotation in June 1996.
Despite reporting only modest
profits to date, the company
has recently won major orders
from Nokia, Rolls-Royce and
McDonnell Douglas. In Janu-
ary RTS bought Prestech, a
production automation
company which boasts an
impressive client base includ-
ing ABB and Finnish machin-
ery manufacturer Valmet.
Analysts expect the acquisi-
tion to enhance earnings sig-
nificantly. The company has
also launched operations in
multimedia and Internet sales.
The powerful RTS order book
and synergies derived from the
acquisition of Prestech should
generate significant profit
growth in the short to medium
term. BUY

Fiat

SOMETHING strange is hap-
pening at the Italian vehicle-
manufacturing group. Here is
acompany still essentially con-

trolled by one family, the Agnel-
lis, that has recently appointed
aveteran of GE, the aggressive
US conglomerate, to run the
company and undertake a bru-
tal overhaul. It has even
brought in a foreign strategic
investor to spice up Rinascente,
its retailing arm. And here is
the shocker: the Agnellis are
talking about maximising
shareholder value as being one
of the prime aims of manage-
ment. The Agnellis seem
determined and there is a good
chance this turnaround will
boost earnings sharply. Don't
forget either that Fiat has pole
position in Europe’s two most
exciting car markets for the
future: Poland and Russia. BUY

British Steel

THE London-headquartered
manufacturer of hot rolled coil,
welded tubes and stainless
steel products may yet strug-
gle as aresult of the economic
slowdown in Asia. Robert Flem-
ing Securities issued aresearch
note last week in which it out-
lined the consequences of
Asia’s problems which it says
“are a long way from being
digested''. From 1999 onwards
it expects British Steel to be
among a number of manufac-
turers which suffer from an
Asian export boom, manufac-
tured goods deflation and lower
market share. Its concern is
that the negative effects are
yet to be keyed into Britsih
Steel's price. The British steel

regulations that limit foreign ownership of the
group to 29.5 per cent. Furthermore, the Asian
crisis and the ongoing strength of sterling have
weakened the competitiveness of British engi-
neering exporters. Merger activity or radical
management change are often cited by ana-
lysts as possible cures for the malaise. A merger
of GEC and British Aerospace would be a fund
manager's dream but is unlikely. The impact of
the Asian crisis on Europe's engineering com-
panies is unknown. The future will show just how
flexible and resiliant metal can be.

association added fuel to the
fire of bearish opinion when it
complained to the Chancellor
of the Exchequer, Britain's
finance minister, Gordon
Brown, about the nation's inter-
est rate policy propping up the
strength of sterling and mak-
ing industry uncompetitive.
Nonetheless, some finance
houses are undeterred and
have added the company to
their short-term ""Buy” lists.
HOLD

BTR

EVERY silver lining has a cloud
as far as UK conglomerate BTR
is concerned. Having wowed
the market on 2 March with
the announcement it was sell-
ing its packaging division and
planning a £2bn ($3.3bn)
return to shareholders, the
company reported disappoint-
ing annual results on 5 March.
The ongoing restructuring and
its exposure to tough trading
conditions in its emerging mar-
ket operations have damaged
profitability. BTR still plans to
dispose of its laminates and
building products businesses
- neither of which seem likely
to generate much interest from
potential buyers after announc-
ing weak operating perfor-
mances. Poor results, a harsh
trading environment and the
long-term reorganisation of the
company have caused analysts
to reduce their profit forecasts.
The immediate outlook for BTR
looks bleak. SELL
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Bankgesellschaft Berlin 40.0 0.6 39 39
Bankinter......... 10130.0 153.2 2.7 22
Banque Gen Du Lux 70900.0 1072.5 -0.8 19
Banque Nat de Paris ... 413.0 6.2 122 2.0
Barclays...... 1766.0 267 -19 26
Bayerische Vereinsbank. 111.0 1.7 -2.4 2.1
8990.0 136.0 -0.1 28
426.0 6.4 39 47
55.0 0.8 6.7 38
Christiania Bank 33.6 0.5 4.0 3.6
Cie Financiere De Paribas..fr ~ 577.0 8.7 -0.3 34
Commerzbank.... 65.3 1.0 0.3 33
Compagnie Bancaire.. 1016.0 154  -06 1.4
Corp Bancaria De Esp 11790.0 178.4 29 25
870.0 132 -2.2 2.1
42,5 0.6 1.9 32
Deutsche Bank... 122.3 1.8 -0.6 2.1
Deutsche Pfandbrief........Ger ~ 135.0 2.0 -1.8 15
Dexia Belgium 53100 803 -13 2.2
Dexia France.. - - - -
Dresdner Banl 86.1 13 4.0 2.6
Generale De Banque.. 17975.0 2719 14 29
Halifax 937.0 142 -1.0 -
HSBC... 17700 26.8 11 35
Istituto Banc San Paolo.....lta 21196.0 320.6 12 13
Kredietbanl 17450.0 264.0 0.9 2.0
Lloyds TSB.. 909.0 138 -0.5 24
Mediobanca 19161.0 289.9 38 1.0
Merita..... 305 0.5 1.7 3.0
National Bank of Greece..Gre 22090.0 334.2 9.9 -
National Westminster 1080.0 163 -35 3.7
Rolo Banca..... 37467.0 566.8 29 15
Royal Bank of Scotland.. 903.0 137 -39 3.0
Schroder: 2370.0 359 33 1.1
Schweizerischer Banl 490.5 74 -02 -
Skandi Enskilda Banken. 102.5 16 -05 29
Societe Generale.... o 9750 147 6.2 2.7
Standard Chartered.........UK 856.0 129 24 2.7
Svenska Handelsbanken.Swe ~ 317.0 4.8 -12 2.1
UBS..... 2275.0 344 -0.4 1.4
Unidanmark. 525.0 79 4.6 29
Woolwich........ 370.0 5.6 -3.0 32
Worms et Compagnie JFr 3802 5.8 0.1 189
ARJO WIGGINS
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Company Country ~ Price (local) ~ Price (Ecu) %change  Vield
AGA...... 106.5 1.6 54 2.8
441.0 6.7 6.2 19
203.5 3.1 0.5 2.0
16820 254 -0.1 11
198.5 3.0 199 6.9
203.5 3.1 33 2.7
66.0 1.0 1.7 3.7
78.1 1.2 26 3.1
166.0 25 114 -
986.0 149 38 34
152.3 23 5.0 8.2
179.0 2.7 0.0 -
Clariant... Swi 1475.0 223 0.8 0.7
Courtaulds. 364.5 55 37 45
105.0 1.6 13.1 2.7
220.5 33 76 4.2
49.5 0.7 0.0 4.4
- 4.8 0.8 79
111.0 1.7 0.9 15
68.9 1.0 -0.4 3.1
11130 168 0.4 29
551.5 83 4.6 29
54.0 0.8 -1.1 2.0
Lair Liquide 10240 155 4.1 2.1
Laporte... 7230 109 9.2 4.0

Minorco-Bearer...........Lux - - - 0.1
Mo Och Domsjoe.. 242.0 3.7 39 3.7
Pechine 284.0 43 5.2 17
Preussag.. 628.0 9.5 7.8 27
Rio Tint 8305 126 1.3 3.8
SGL Carbon... 208.7 32 -2.1 16
Skw Trostberg.. 63.2 1.0 2.6 2.7
2410.0 365 26 3.0
146.0 22 -2.7 3.1
116.0 1.8 0.4 3.2
195.0 29 7.1 29
145.5 22 1.7 38
95.7 14 47 4.7
ALITALIA
20000
Lira
15000
M T W T F
Company Country ~ Price (local) ~ Price(Ecu) %change  Vield
Accor. Fr - - -5.2 0.8
i 290.1 4.4 29 -
480.0 73 51 -
Alitalia . 18687.0 282.7 20.6 -
Allied Domecg.. 5620 3666 -4.0 43
1475 96.2 1.7 15
Associated British Foods..UK ~ 625.0 94 -14 2.0
Swe  164.0 107.0 48 11
..Ger - - 10.7 -
2370.0 1546.1 26 3.1
649.0 9.7 7.1 5.0
1000.0 15.0 -18 39
- 1877.0 1877.0
853 55.6 -0.2 1.7
..... 499.9 326.1 36 1.8
British Airways 577.0 8.7 1.2 34
Cadbury Schweppes K 7830 117 15 23
Carlsberg.. Den  400.0 260.9 -1.4 0.9
975.0 147 18.2 1.7
2590.0 39.2 0.8 25
748.0 488.0 14 31
1732.0 1129.9 7.2 -
1012.0 660.2 56 1.8
24325.015868.2 22 0.7
Compass.. 9170 139 35 13
Continental... N 46.0 0.7 7.2 19
Daimler-Ben Ger 1587 24 8.1 14
Danisco..... Den 4350 283.8 0.4 1.1
Deutsche Lufthansa 36.3 0.5 5.7 2.0
Diageo.. 655.0 9.8 5.4 34
Elan . e 448 29.2 28 -
Electrolux 610.0 9.2 0.0 2.0
EMI....... 548.3 8.3 58 3.0
Eridania Beghin-Say 11140 726.7 2.6 4.4
Essilor International fr 1870.0 1219.9 0.1 1.2
Fiat....... 7061.0 106.8 12.2 14
Fresenius Medical Care....er 1305 85.1 2.8 -
Gallaher. 345.0 5.2 -3.1 -
Gehe 98.4 642 1.0 15
GKN... K 15580 23.6 52 20
Glaxo Wellcome K 16560 248 -26 23
Granada..... K 9580 143 09 19
Groupe Danone fr 1228.0 801.1 -0.2 21
Hays...... K 9350 140 -0.5 13
Heineken.. 4179 272.6 10.0 0.8
Imperial Tobac 420.0 6.3 -1.6 6.4
Jeronimo Martins. 6535.0 989 1.8 0.6
KIm-Konin Luchtvaart.. 81.5 12 10.0 12
Koninklijke Ahold.. 632 412 1.0 0.7
La Rinascent 17556.011452.5 6.8 11
Ladbroke.. K 3120 4.7 2.0 2.8
L'Oreal.. 2760.0 1800.5 0.7 0.8
LucasVarity .. 236.0 3.6 2.1 24
1250.0 815.4 2.1 25
386.0 58 24 13
Montedison.. 2005.0 1307.9 8.2 1.0
Nestle..... 2615.0 1705.9 1.8 11
Northern Food 288.5 43 6.6 4.2
Novartis-Beare! 2690.0 1754.8 0.6 0.7
Nutricia Verenigde Bed..Neth 684 446  -23 1.0
Nycomed Amersham........UK 22550 338  -1.7 09
Orkla.... 739.0 482.1 0.8 1.2
Parmalat Finanziaria a 3141.0 2049.0 6.1 0.5
Pernod-Ricard....... 406.0 264.9 2.0 3.2
Pharmacia & Upjohn 3340 2179 3.1 26
Pilkington 1215 18 52 4.8
Pirelli.... 5299.0 80.2 6.5 19
Pirelli Spa-rni 4090.0 619 35 29
Promodes 2845.0 1855.9 48 0.7
PSA Peugeot Citroé 8450 128 -25 05
Raisio.... 920.0 600.2 0.2 0.3
Randstad . 847 553 -13 11
Reckitt & Colman. 1060.0 159 -1.1 25
Renault 2115 3.2 -0.2 -
Rentokil Initial. 3085 46.2 29 11
Rhone-Poulenc 281.2 1834 0.3 19
Roche Holding-| i 25540.016660.8  -1.9 0.3
SMH-Bearer. 955.0 14.4 15 1.0
Sairgroup. 1953.0 295 -1.7 -
698.0 455.3 1.2 14
178.0 2.7 2.0 3.1
203.8 1329 0.5 1.8
Scottish & Newcast! 8580 128 -1.8 32
Seb...... 927.0 140 4.6 1.8
Securicor. 346.0 5.2 -5.3 0.6
Seita..... 249.0 1624 -6.4 4.0
Sgs Soc Gen de Surv 2750.0 1793.9 35 24
Smith & Nephew... 175.0 26 0.6 35
Smithkline Beecham K 8080 121 6.3 1.8
Sodexho Alliance. fr 3848.0 582 -19 14
Sophus Berendse! - - - 0.4

Springer (axel) Verlag......Ger - - 3.0 18 Ea-Generali........o.AUS - 4130.0  62.5 -1.2 0.3 Hochtief....... 65.2 75 3.2 2.6
Suedzucker. 835.0 5447 -12 29 Edinburgh Investment.. 481.0 7.3 -0.1 2.8 Holderbank Fin Glarus 1434.0 1643 -0.2 12
Synthelabo. 840.0 548.0 -12 1.0 1.0 0.0 6.6 - Imetal. 830.0 95.1 9.5 29
T&N.. 257.0 39 0.8 - - - 0.0 3.1 Imi... 452.0 6.8 6.8 34
Tabacaler. 23 13 470.0 7.1 -2.1 2.1 Kvaerner 280.0 321 10.2 25
Tate & Lyle.. -2.0 3.6 Foreign & Colonial . 191.5 29 19 1.6 Lafarge...... 4785 548 6.5 3.1
5.6 0.6 Forenings Sparbanken.. 2425 37 -14 25 Lahmeyer aktiengesell .. 765 88 34 1.8
-2.0 4.1 9990.0 151.1 43 1.3 1531.0 1754 89 0.4
39 1.6 Fortis Amev .. 115.3 1.7 3.1 1.8 1265.0 1449 6.1 2.0
Unilever-..... 3.6 18 Gan Assurances. 149.2 2.3 -0.5 - 5570 63.8 1.3 2.5
United Biscuit: UK 273.0 4.1 0.6 4.6 General Accident . K 13270 20.1 -26 35 Mannesmann.. er 11745 1346 8.1 12
Valeo...... fr 5140 78 -13 12 Groupe Brux. Lambert....Bel 5870.0 88.8 0.0 34 Norsk Hydro 3540 406 6.9 2.1
Volkswagen 18.8 4.6 1.0 Guardian Royal 423.0 6.4 -7.3 2.7 Peninsular & Orient 815.0 1.2 4.2 47
Volvo... 34 3.0 2.2 Hammerson.. 4935 75 -16 29 Philips Electronics. 1508 173 -52 13
Whitbrea 15.1 33 3.0 Ifil... a 87320 1321 14.0 1.5 920.0 138 -0.5 3.1
Wolseley 8.4 11.2 26 INA a 5380.0 814 10.7 1.2 265.0 39 -45 -
Zeneca 39.7 0.3 18 Incentive 7640 116 -0.5 13 2118.0 242.7 33 14
ING Groep 110.7 1.7 22 2.0 985.0 147 6.4 32
Insinger. Lux - - - - 267.8 4.0 15.2 2.8
BTR Investor 4090 62 02 24 974 112 -24 23
200 Istituto Mobiliare It . 3 26467.0 400.4 5.9 2.1 1640 188  -0.9 32
La Fondiaria Ass. a 114540 173.3 6.8 1.2 2185 25.0 -25 32
£ N La Gaiana...... a 61400 929 358 20 3300 378 51 23
Land Securities K 10920 16.5 -4.0 3.1 3763 43.1 -0.7 2.0
180 Legal & General kK 6650 101 -2.3 22 4350 49.8 3.1 1.6
Liberty Int..... K  592.0 9.0 0.6 3.7 12950 194 3.0 12
Liechtenstein Global 12180 184 -3.7 1.8 1100 126 -13 19
Mediolanum...... 46528.0 703.8 135 0.8 364.0 417 0.6 3.0
Mepc. 563.0 8.5 -6.2 38 900.0 135 -1.0 25
MAM... 16910 25.6 0.0 3.5 2.0 0.2 47 2.2
1 50M T w T F Muenchener Rueckver-.....Ger - - -10.3 0.5 8265 124 1.8 15
Norwich Union....... 498.0 75 -35 - 829.0 95.0 3.2 22
Company Country  Price (iocal) ~ Price (Ect) ~ %change  Yield Pharma Vision 2000 10300 156  -0.1 i 4071 466 32 35
Provident Financial . K 9595 145 2.7 25 549.0 82 46 3.1
Barco.. 81700 1999 24 08 8830 134 -10 21 Va Technologie 17440 1998 -11 17
BTR. 1900 46 178 5.1 219510 3321 47 15 Valenciana De Cem Port..Por 29800 3414  -08 -
Gevaert Bel 19600 479  -L5 - Royal & Sun Alliance 7575 115 21 30 1205 138 -09 23
Industrivarden we 5100 125 -02 29 Royale Belge 122000 1846 27 30 9355 107.2 -45 21
Lagardere... fro2324 57 52 24 Safra Republi 1265 19 28 18 3680 55 45 48
metillgesel'isclgg_ t 316 09 1.9 8?1 Sampo Insurance.. 2135 32 1.2 0.7
ontaigne Farticipat.. - - - - Schw lebensv & Rent 12460 188  -2.7 06
Ste Gen de Belgiqu 44450 1087 13 26 gohyRueckversich......Sui 30950 468 03 10 llgg(%lASET
Tomkin......... 3630 89 34 33 Scottish Mort §Ttrust.....UK 3685 56 05 18
Skandia Forsakrings........Swe ~ 461.0 7.0 2.0 0.8 Lira
Slough Estates.. UK 394.0 6.0 24 2.1
PETROLEUM GEO-SERVICES giijpajter visio 8740 132 03 -
500 Storebrand.. 600 09 17 - 11000
Nkr Sun Life & Provincial K  580.0 88 115 2.3
Trygg-Hansa.. 240.0 3.6 - 1.0
United Assurance K  600.0 9.1 -1.8 4.1
450 Victoria...... 21750 329 - 09
Volksfuersorge. 855.0 129 -0.5 2.3 10000
Witan Investmen 3595 54 06 2.4 M w T F
;vl?:g]t \)Iee:ssil::erB:;; 2;(0)(1)8 ?g? Sg 8; Company Country ~ Price (local) ~ Price (Fcu)  %change  Yield
400M T W T F Audiofina..... Llux 14300 216 - 14300
British Sky Broadcasting..UK ~ 426.5 6.5 8.5 1.8
) ) ) ROLLS ROYCE 13770 208 73 22
Company Country  Price (local) ~ Price (Ecu) ~ %change  Yield 300 Carlton Communications..UK  437.5 66 25 35
British Petroleum 8540 129 2.1 3.4 ¢ Daily Mail&General 2450.0 37.1 4.0 1.2
Burmah Castrol... 1085.0 16.4 37 53 i 376 0.6 -2.3 23
Cia Espanola de Pet 4930.0 74.6 53 24 1056.5 16.0 -45 1.6
Electrafina.. 3645.0 55.1 0.6 3.9 503.0 7.6 59 25
7040 10.6 1.6 3.0 250 114420 173.1 136 1.7
10894.0 164.8 4.1 22 943.0 143 4.2 25
570.0 8.6 15 38 109.7 1.7 34 0.9
287.0 4.3 5.7 0.8 331.0 5.0 -0.6 6.8
143.0 2.2 0.7 2.1 200 Reed International 6770 102 -5.2 2.6
12800.0 193.6 0.2 3.6 M T w T F Rgu’t§r§4.....4.. - 643.0 9.7 5.2 2.6
Petroleum Geo-Services..Nor ~ 463.0 7.0 8.4 - Télévision Francaise TF1 7640 11.6 15.8 3.1
Repsol......... .Spa 72900 1103 6.3 2.6 Company Country  Price (local) ~ Price (Ect) %change  Yield United News & Media. 721.0 109 0.4 42
Royal Dutch Petroleum.Neth ~ 112.9 17 0.9 2.7 66.2 1.0 28 0.9
RWE-DEA. - - 0.2 52 1025 117 3.0 2.0 307.0 4.6 -29 0.8
116.0 1.8 2.7 3.0 ABB-Bearel Swi 2090.0 239.5 49 1.9 297.5 4.5 -7.6 0.7
107480 162.6 0.9 14 Asea Brown Bover - - -3.6 5.2
435.0 6.6 0.1 33 Associated British Port: 352.0 5.3 143 3.2 NEXT
16100 244 4.1 1.6 2190 25.1 -16 1.9 800
683.0 103 22 23 563.0 85 -0.9 2.8
4280 64  -12 2.0 £
371.0 56 4.4 4.3
LA GAIANA Bouygues.. 892.0 102.2 45 29
8000 BPB.... 349.0 4.0 6.1 35 750
i CGIP-Gen d'ind & de Pa 25560 2928 24 23
Cimenteries CBR Cement.Bel 3360.0 385.0 24 2.8
7000 Cimpor Cim de Port.......Port 6085.0 697.2  13.1 2.1
Compagnie de Saint . Ffr 900.0 103.1 5.5 2.8
6000 Cookson... kK 2275 34 0.4 4.0 700
D/S Svendborg.. . 22 03 M T W T F
500 E:{elctrocor??f)nents. " K ?ggg 5;; 33 5(5) Company Country  Price (local) ~ Price (Ecu)  Y%change  Yield
Fomento de Con Constru.Spa 6900.0 790.5 45 0.6 4840 3157 19 1.0
4000 Fried.Krupp Hoesch.. 3360 385 24 2.1 606.0 9.2 -07 95.7
M T W T F General Electric 421.0 6.3 6.0 4.0 1885 28 -6.3 2.1
Company Country ~ Price (local) ~ Price (Fcu) %change  Vield Hanson......... - 3290 49 8.1 - 36118.0 546.4 84 13
Heidelberger Druck Ger 1145 131 10.6 - 896.0 13.6 -1.3 29
3 5750 87 11 21 Heidelberger Zement......Ger 1325 152  -15 1.6 1513 23 - -
Aegon.. 242.5 3.7 4.1 12
AGF...... 332.1 5.0 0.5 23
Alleanza Assicurazion 242780 367.3 10.1 0.6
Alliance Trust.. 28275 428 13 25 THE E U R o PEAN 5 o o
Allianz...... 556.0 8.4 -14 0.5 . .
Allianz Lebensversich.....Ger = - =46 09 The European 500 lists Europe’s KEY
Almanij.... 21750 329 1.2 1.4 top companies, ranked by market
Amvesca 615.0 9.3 3.4 11 italisation and divi i -
Asr Verzekeringsgroep .Neth ~ 147.8 2.2 1.2 1.8 capitalisation and divided by |nflus Aus Austria Gr Greece Port Portugal
Assicurazioni b try sector. It has several unique . X
ssicurazioni Generali ......ta 52951.0 801.0 37 0.7 A A . ) Bel Belgium Ire Ireland Spa Spain
Axa-UAP......... fr 5950 90 10 19 features. The index is priced in
Axa Colonia Konzert er 2142 32 -37 11 ecus as well as in local currencies Den Denmark Ita ltaly Swe Sweden
g:;oelfeu T Zvrl 3232-2 4?-; _% s (we will report prices converted Fin Finland Lux Luxembourg  Swi Sw_|tzerland
BHW . o 324 05  -09 20 into euros when the new currency Fr  France Neth Netherlands UK United
BK Vision wi 16700 253  -04 - is launched). In coming weeks, The Ger Germany Nor Norway Kingdom
Britgnnic Assuranc UK 12040 182 2.7 3.4 European 500 index will be avail-
British Land UK 7450 113 0.7 15 . . ) L. . )
4600 7.0 20 52 able in real time on Bloomberg SOURCE: Bloomberg The information is derived from sources believed
Ffr 7660 116 -05 20 screens. We will also be addingsec-  to be accurate but neither The Europeannor Bloomberg warrant that
Bel 19600 296 -15 59 tor-by-sector movement graphs.  the information is accurate or complete and it should not be relied upon
Commercial Uniol UK 1085.0 16.4 -1.2 3.0

Credit Suisse ...
Credito Italian

268.0 4.1 11 15
6961.0 105.3 1.0 0.9

The European 500 is edited
by Melanie Bien

as such; nor do they accept any responsibility for errors, inaccuracies,

omissions or any inconsistencies therein

Carrefour....... T 3660.0 2387.6 0.1 11
Casino Guichard Per Fr  387.0 2525 43 17
Comptoirs...... T 3349.0 2184.7 1.2 11
Delhaize-le lion Bel 2365.0 1542.8 37 15
Dixons....... 5115 77 6.1 27
Great Universal 7935 120 2.8 29
Greenalls.. 4355 6.6 46 48
955 623 0.5 14
475.0 7.2 -0.4 0.8
Karstadt.... A 644.5 9.7 1.8 22
Kingfisher K 1011.0 153 -39 25
Marks & Spencer .. K 5700 86 -18 29
Metro..... 83.0 13 19 14
2445 3.7 0.6 0.9
753.0 114 -9.1 2.7
4000.0 60.5 0.2 1.2
3745 5.6 46 4.7
464.0 6.9 -0.2 33
525.5 79 1.7 25
131.3 2.0 19 1.6
Technolo CAP GEMINI
)M 500
Ffr
700
600
M T W T F
Company Country ~ Price (local) ~ Price (Ecu)  %change Yield
Alcatel Alsthom 814.0 1227 2.8 1.8
Ares-Serono.. 2330.0 351.1 59 03
1820 274 -3.6 -
90.1 136 -2.6 -
British Aerospace. 19320 289 1.3 13
British Telecom.... 589.0 88 -40 4.1
Cable & Wireless 655.0 98 -14 2.0
Cap Gemini.... r 6240 940 -109 0.5
Dassault Aviation. r 15780 237.8 1.8 3.0
Dassault 2381 359 =32 0.5
Ericsson 3580 539 -16 1.0
Getronics.. 850 128 46 0.5
26775 40.2 0.1 0.6
5320 80.2 -3.5 14
995.0 1499 -39 0.6
2885 435 4.6 13
Orange.. K 3320 49 -3.7 -
Premier Farnell K 4045 6.1 2.8 39
S 681.0 102.6 0.0 0.4
2066.0 309 54 0.4
420.0 633 -100 -
25486.0 3840.6 3.0 -
2270 342 8.1 19
8249.0 1243.1 0.1 0.6
Vodafone.. 539.5 8.1 -0.1 12
HELLENIC TELECOM
8000
Dr
7000

6000%

5000
M T W T F
Company Country ~ Price (local) ~ Price(Ecu) %change  Yield
Aguas De Barcelona........Spa  7190.0 42.8 1.3 13
Anglian Water........ 826.0 49 -17 5.4
Berliner Kraft Und Lich 76.8 05 -34 19
BG.. 307.8 1.8 1.0 35
British Energ 431.0 26 -38 4.1
Centrica.... 111.0 0.7 2.8 -

Deutsche Telekom A 36.3 0.2 -0.9 4.7
Edison.... t 136540 81.3 12.0 15
Electrabel. .Bel 9160.0 545 0.8 5.1
Electricidade De Port.....Port  4079.0 24.3 35 3.1
i 550.0 33 0.0 15

3450.0 20.5 15 2.1

8400 5.0 8.0 20

295.5 1.8 0.1 -

7580.0 45.1 10.8 0.9

6500.0 38.7 16.5 25

944.0 5.6 0.6 6.0

23550 140 5.8 3.0

72770 433 6.3 1.8

Koninklijke PTT Ned.. 106.7 0.6 3.6 2.8
National Grid 331.0 20 32 5.1
National Power K 5845 35 -7.1 6.0
Neckarwerke Stuttgart....Ger - - -1.1 23
Oest Elektrizatswirt. 1345.0 8.0 0.2 12
Portugal Telecomister....Port 9959.0 59.3 2.1 1.4
Powerfin .Bel 6350.0 37.8 -2.0 25
Powergen. K 805.0 48 -5.1 4.1
Scottish Hydro-Electric....UK ~ 523.5 3.1 -4.3 43
Scottish Power. 507.0 30 -21 4.7
913.0 5.4 -2.4 53

1730.0 103 16.9 29

South West Water 885.0 5.3 -19 54
Southern Electric K 5120 30 -01 5.4
Sydkraft.... 212.0 13 1.0 2.0
Tele Danmark 475.0 28 6.0 36
Telecom Itali a 124840 743 2.5 1.0
Telefonica De Espafi 5500.0 328 4.0 19
Thames Watel 890.0 5.3 0.6 5.0
Tractebel... 3875.0 23.1 0.8 26
Union Electrica Fenosa 22350 133 17.0 25
United Utilities.. 7830 47 -40 6.1
600.0 3.6 -0.8 24

511.00 3.0 -0.10 4.7
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BID RUMOURS will continue to
sustain the stockmarket at lev-
els that most analysts admit are
hard to justify on fundamental
grounds. “There seems to be
nothingto stop the FTSE breach-
ing the 6,000 level," says one
strategist, but adds that it would
be “crazy and irrational" for the
market to rise that high.

The other major influence on
the market will be foreign events,
with traders surprised at the scale
of the reaction last week to the
profits warning by Intel, the US
chipmaker.

One barrier to the market con-
tinuing to rise no longer holds.
On5Marchthe Bank of England
decided to leave interest rates
unchanged, meaning institutions
will have more of anincentive to
invest their cash in stocks at a
time when many of them have
record liquidity.

Apart from foreign influences,
the market's performance will
depend onbids and on whether
any of the numerous recent
rumours translate into action.

Analysts say the banking sec-
toris vulnerable to decline if there
is any negative news as all bid
rumours have been denied.“The
banks ledtherally in the first two
months of this year,” says one
salesman. “And they are set to
underperform unless there are
fundamental changes.”

Likewise, the pharmaceuticasl
sectoris expected to edge down
in the absence of hard news.
“Don't expect pharmaceuticals
tolead the way again unless Glaxo
launches the bid for SmithKline,”
said one salesman.

Traders are looking to the
supermarket sector for new bids.
Following the Somerfield and
KwikSave merger, rumours have
centred on a link-up between
Safeway and Asda.

Frankfurt
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AT A TIME when most insiders
were expecting consolidation,
the Frankfurt market firmed on
6 March on the dollar's strength.
Automobile shares saw some of
the highest gains and will

continue to track US trends this
week. Volkswagen's capital
increase of up to DM7bn
($3.8bn) is still hovering over
Frankfurt; analysts say it will
happen within the next two
weeks. Daimler-Benz's 1997
numbers propelled its stock
upwards last week, and it may
climb even further on rosy pre-
dictions from analysts for the
current year.

Stimulus for chemical and
drugs shares is expected late
this week when Hoechst
announces the rest of its 1997
results, and analysts see the
company outlining its pharma-
ceuticals strategy. Hoechst's
1997 pre-tax profit fell to
DM3.2bn from DM5.2bn. It will
reveal results for individual divi-
sions, including Hoechst
Marion Roussel.

January wholesale and retail
sales data are to be released this
week, which will put the retail
sector inthe spotlight. The focus
will be on Karstadt if Quelle
Schikedanz talks about plans to
increase its stake inthe depart-
ment store chain during its
results meeting. Metro chair-
man Klaus Wiegand will meet
with a number of analysts this
week which could produce news
to move the share.

Further details of Deutsche
Bank's restructuring are to be
revealed on 10 March, so the
banking sector will also be under
the microscope. Other corpo-
rate results are expected from
rental car company Sixt-Bud-
get, SGL Carbon and BASF.

In addition to wholesale and
retail sales figures, February
inflation data are scheduled for
release this week.

New York
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ANALYSTS are predicting that
the Dow Jones index of blue-chip
stocks will continue to spiral
upwards throughout the next
four weeks, but that it could start
to fallin April or May. Buy now,
but get out before the summer
isthe word on Wall Street. An all-
time high of around the 9,000
mark is predicted by many finan-
cial houses if the US market's
healthy trend continues.

Last week, however, the mar-
ket survived health scares about
Federal Reserve chairman Alan
Greenspan. On 3 March theindex
reached a record high of 8,584,
up eight per cent on the start of
the year. But that peak prompted
a round of consolidation, with
investors deciding it was time to
doabit of profit-taking. The index
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slid140 points as a result. This is
a mere blip, say analysts, and
indeed the situation was reversed
on 6 March as the index rose
again, boosted by positive
employment figures.

Last week's fluctuations were
driven mainly by jittersin the
information technology sector.
Intel, the world's largest semi-
conductor manufacturer, whose
chips drive most of the world's
personal computers, announced
aprofit warning on 5 March, caus-
ingits shares to drop by $11. This
wiped $18.5 billion off the firm's
market capitalisation, and dam-
aged technology stock prices
worldwide.

To make matters worse,
Motorola, the communications
and semiconductor company,
also cautioned that its first
quarter net profits would be lower
than originally expected because
of currency weaknesses in the
Asian countries to which it is
exposed.

Investor attention will be
focused on bond yields this week,
with any fall likely to prompt a
shift to equities which could drive
the market higher.
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AFTER MONTHS in the dol-
drums, the Japanese stock-
market has edged back to life,
reaching a four-month high of
18,000.

However, thereis little reason
why it should rise further this
week. The market rallied briefly
last week when the ruling Lib-
eral Democratic Party confirmed
that it was considering a plan
through which the government
would intervene to bolster the
stockmarket. Its plan is to use
liquidity in the postal savings
and state insurance system to
purchase shares.

That apart, the fundamentals
are working against the market.
The Japanese economy is grow-
ing very slowly, and the yen has
fallen sharply against the dollar
- the rate has come close to ¥130
tothe dollar. What is more, high
US interest rates are sucking
capital out of the Japanese
market. This week traders will
be following the high-tech sec-
tor closely after the shock prof-
its warning last week by Intel.
Several Japanese technology
stocks, including NEC, TDK and
Sony, fell after Intel's warning.

Investors are also expected
to be cautious about the Japan-
ese financial sector in general.
After the collapse of several
banks and securities companies,
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Amsterdam AEX 1088.9 1.7
Athens General 1499.7 5.7
Brussels Bel-20 2712.2 -0.1
Budapest BTI 8342.5 1.0
Copenhagen Stock Market 693.3 -0.3
Dublin Ireland SE 4990.9 -0.1
Frankfurt Dax 4716.0 0.1
Helsinki Hex 4067.1 -14
London FTSE 100 5782.9 0.3
Madrid Madrid SE 801.4 34
Milan Mibtel 20935.0 53
Oslo 0BX 706.2 31
Paris CAC-40 3483.2 1.8
Prague Stock Market n/a 0.8
Stockholm Affarsvariden 3324.8 -04
Vienna Credit Aktien 497.2 -0.1
Warsaw WIG-20 1736.0 -45
Ziirich SPI 4457.7 0.7
New York Dow Jones 8514.3 -0.4
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the sector was weakened when
the Japanese Bond Research
Institute cut its ratings on six
banks.

Also under scrutiny is the
country's steel sector, which is
seen as a bellwether for the
effects of the Asian crisis on
Japan. Last week Nippon Steel
was one of the most volatile
stocks. Other large producers,
including Kawasaki Steel and
Kobe Steel, cut their profit fore-
casts at the end of last week.
Further profit warnings could
result in investors deserting
industrial stocks in general.
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THE PARIS stock exchange CAC-
40 index starts the week in the
same confident mood it has
enjoyed for the past month. A
flurry of strong financial results
is expected to push the blue-chip
index to yet another record high,
tobeat last week's peak of 3,459
- up 0.4 per cent on the start of
the week.

This week will kick off with
year-end results from conglom-
erate Compagnie Générale des
Eaux (CGE) on 9 March, which
are expected to be positive. CGE
has promised profits of Ffr5bn
($820m). Results are also due
from media group Havas. CGE is
in talks to buy the 70 per cent of
Havas it does not already own.
Preliminary data released by
Havas in January suggested that
the company expected income
to fall as a result of its restruc-
turing programme. However, ana-
lysts remain bullish on the stock
which is likely to be boosted by

takeover speculation. Lafarge,
the cement producer, reports
later in the week, with sales
expectedto be slightly above ini-
tial forecasts, making it one of
the week's hot tips. Another is
Renault, which is forecast to
reportincreased sales and asig-
nificant growthin netincome on
12 March.

The market will also be look-
ingto see the effect of the Asian
crisis on Société Générale's
results on 11 March. Charges are
expected to be in the Ffr2bn
range. Elsewhere in the financial
sector, good results from Banque
Nationale de Paris announced
last week pleased the market,
helping its stock up 10 per cent.

Scor, the reinsurance firm, is
seeking shareholder authorisa-
tiontobuy back10 per cent of its
capital and cancel the Scor shares
it already holds, which represent
21per cent of its capital. The firm's
shares fell Ffr5 on the announce-
ment made last week.
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UNLESS there is a major dis-
ruption in global markets, the
Italian equity market should be
stable this week. But this could
be calm before a storm. The Ital-
ianreporting season begins next
week and the market could be
highly volatile when investors
receive the first real evidence
of whether the market's rally
has gone too far.

In recent days investors’
attention has switched to indus-
trial and consumer stocks.
Rinascente, the retailer, has been
one of the greatest beneficia-

% change % change 12 month 12 month
Weekago Yearago  High Low

24 1089.7 702.1
12.3 17941  1257.0
23.7 2749.4 20779
52.8 8483.8 4992.4
27.0 708.1 520.5
23.1 5079.4  2923.6
38.0 4757.1  3215.2
37.3 41608 27344
315 5820.6 4214.6
69.3 801.4 461.7
73,5 20935.0 11551.0
44 758.5 566.0
29.1 34832 25145
-29 n/a n/a
19.4 3379.1 26105
20.7 503.7 392.8
-1.2 18272 13129
52.4 4489.2  2828.7
22.6 8584.8  6391.7
-5.1 20681.1 14664.4
-186 166733 8121.1

SOURCE: DATASTREAM, BLOOMBERG

ries, along with media and adver-
tising stocks.

That switch reflects investors'
increasing conviction that these
sectors would benefit most from
GDP growth, which is expected
torisetofrom1.5percentto 2.5
per cent this year. Next week's
results will provide evidence
about whether growth has
boosted earnings.

Apart from fundamentals,
Italian strategists are quick to
note that Milan's sharp rise so
far this year reflects a structural
change in savings' habits.

“There are massive flows out
of bank deposits into bonds and
equities,” says Riccardo Barbi-
eri, economist at Morgan Stan-
ley. Despite the fall in Italian
rates, very-short-termrates are
still two per cent higher than
German levels. Providing EMU
does not unwind, convergence
should take place at the short
end of the market, further
encouraging Italianinvestors to
shift into equities.

The market's immediate
attention is directed at Fiat.
Thanks to tax advantages, it
enjoyed above-average growth
last year and its stock rose last
week when management stated
that it can maintain this level of
sales. It will also provide a test
case of whether Italian industry
can restructure successfully.

Madrid
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THE SIGNS ARE that the Madrid
market will continue its spectac-
ular rise next week despite last
week’s hiccup when the market
faltered due to profit-taking. Given

that Madrid has gained 25 per
cent over the year so far, this was
inevitable.

Interest will shift from the over-
valued banking sector, which has
been the driving force behind
recentrisesinthe Ibex, thanks to
continual rumours of mergers
and takeovers. Both Santander
and BBV, the two biggest banks,
insist that they are not looking to
expand through further take-
overs. A denial by La Caixa sav-
ings bank that its quoted
subsidiary, Banco Herrero, was
close to being sold caused asud-
den drop in the Herrero's share
price at the end of last week.

The surge in share prices has
made Spanish banks Europe's
most expensive in terms of
price/equity ratios. Investors'
focus s therefore likely to switch
totheindustrial sector, with util-
itiestaking over the role of push-
ing the market forward. Repsol,
which has underperformed the
market this year, is among the
most attractive buys.

All eyes are on Telefénica,
whichis expectedtoannouncea
global alliance with MCI-World-
Com in the coming weeks,
although adecision by anti-trust
regulators in Brussels to extend
their investigation into the MCI-
WorldCom deal has dampened
excitement about the alliance.

Signs from the Bundesbank
that it wishes to maintain Ger-
man interest rates flat through
this year will provide a further
boost to Madrid. Spanish inter-
est rates are expected to come
down further as aresult, driving
more money from bank deposit
accounts into equities. Gloomin
Asiais also seen as a winner for
Madrid, which is attracting capi-
tal leaving the Asian markets.
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INVESTORS in Ziirich are head-
ing for a rocky ride this week.
Many are holding back from buy-
ing, though there s little to sug-
gest market players should be
dumping stock. Many investors
already hold large amounts of
cash, and there is scant reward
outside of equities.

Few companies are due to
announce their results, although
Saurer should set the tone for
the week when it kicks things
off on 9 March. The textile
machine manufacturer is
expected to have doubled last
year's profits. The strength of
Saurer's news will have ramifi-
cations for the rest of the sec-
tor. Investors will be be paying
special attention to engineer-

ing company Georg Fischer and
machinery manufacturer Rieter.
Adecco, the employment
agency, will also be reportingits
figures, but there is little scope
for surprises since these are
published on a quarterly basis.

In the absence of significant
domestic economic data, atten-
tion will be focused on US bond
yields. Ariseinyieldsis likely to
encourage a switch from equi-
ties. With the SMlindex already
above the 7,000 year-end esti-
mates of some financial houses,
the scope for continuing good
performance s far from certain.

Last week the market was jit-
tery but it rallied on the back of
renewed speculation about pos-
sible mergers in the pharma-
ceuticals sector. The broader
SPlindex closed 71points up at
4,458 after substantial falls
earlier in the week.

Trouble began with the Intel
and Motorola profit warnings,
which took their toll on Logitech
International, the world's largest
computer mouse manufacturer
and assembly equipment man-
ufacturer, Esec Holding.

Moscow
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THE RUSSIAN market is begin-
ning to recover from the ham-
mering it has taken over the past
few months. Second-tier stocks
are due for a growth spurt, with
longer-terminvestors returning
to the market. Regional utility
companies are tipped to be
among the best bets. This will
boost Unified Energy Systems
(UES), the state-owned holding
company which has stakes in
most regional electricity utilities.
Market watchers expect UES's
reforming chairman, Boris
Brevnov, to be re-elected for a
second term within the next few
weeks, although Anatoly Chubais,
the first deputy prime minister,
isalsoin the running. Either would
be an asset as far as share-
holders are concerned.

Shares in Tatneft, the oil pro-
ducer, are also set to rise on the
back of itsannouncement that it
willissue shares on the New York
stock exchange by the end of
March.

Although short-term factors,
such as the Dow Jones' fall last
week, will continue to hit
Moscow's performance, good
news on the budget and interest
rates should be enough to sus-
tain a period of growth. Sergei
Dubinin, the chairman of the cen-
tral bank, cut key interest rates
by three percentage points last
week, and although he has denied

that a further cut is imminent,
traders say the mood in Moscow
is noticeably improved.

There remains one dark cloud
onthe horizon. The rating agen-
cies have still not announced their
decisions on Russia's status. The
market is likely to be jittery in
anticipation of anannouncement,
but they will not have much
longer to wait: a Russian sover-
eign analyst at Fitch-IBCA con-
firms that it will be announcing
its decision this week.
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AMSTERDAM's fundamentals
remain sound and the immedi-
ate outlook for the Dutch stock-
market looks promising. The
Dutch economy is performing
strongly, particularly when com-
pared with some of its European
competitors and a number of
large foreign institutional
investors have been investing
heavily in Dutch corporate and
financial stock.

This has been accompanied
by the gradual return to the mar-
ket of small private investors
previously sent into hiding by
the Asian crisis. Both these fac-
tors should drive a strong per-
formance from the Dutch stock-
market over the coming weeks.

The stock to watch in the
Netherlands is undoubtedly
Heineken - the global brewer
and one of Holland's largest
companies. Heineken will
announce its annual results this
week and analysts expect the
company to report an extremely
strong operating performance
over the past 12 months, in addi-
tion to some form of capital
reorganisation.

In what looks likely to be a
busy week on the Dutch stock-
market, results announcements
are expected from a number of
pre-eminent corporates: Ahold,
KPN, Elsevier, Wolters Kluwer
and Philips are among the
names due to be reporting.

The best-performing sectors
this week are likely to be tech-
nology and media, both of which
continue to attract strong
domestic and international
investor interest. The only major
economic news is due on 13
March with the publication of
the monthly consumer price
inflation data. Analysts expect
a 0.2 per cent increase.

Cath Blackledge,

Louise Bowman, Eric Culp,
Gavin Gray, Paula Hawkins,
Nicholas Moss, Ed O'Connor,
Giles Tremlett
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Beware Greeks bearing shares

THE GREEK government gave
impetus to its creaking pri-
vatisation programme this
week with the announcement
that it is to float 20 to 25 per
cent of state-owned oil refin-
ing group Hellenic Petroleum
(DEP). DEP is a profitable
refining and distribution com-
pany and a rare jewel in the
Greek privatisation shortlist.
The deal has been awarded to
SBC Warburg Dillon Read and
Salomon Smith Barney.

The government has so far
limited its privatisation activ-
ity to small flotations. Under
current law it cannot reduce
its stake in any state-owned
company below 75 per cent.
But on 6 March legislation was
announced which proposes
that this limit be reduced to
51 per cent. The government
has had to tread extremely
carefully in the face of strong
public opposition to privatisa-
tion - attempts to sell a stake
in telecoms operator OTE in
1993 were met with union fury
and swiftly dumped. The

Dr96.1 billion ($333 million) OTE
initial public offering (IPO) was
eventually launched success-
fully in April 1996 with a second
tranche consisting of a Dri90bn
rights issue and a Dr349bn sec-
ondary offering in June 1997.

However, there is still only 17
per cent in the market and the
sale of another eight per cent to
fill the 25 per cent limit is
planned for this year. It is yet to
be mandated.

But appetite for DPE and
OTE's third tranche could be
muted. The success or other-
wise of Hellenic depends entirely
on the government's willingness
to give a concrete assurance
that it will not intervene in pric-
ing. Its efforts to reduce infla-
tion have meant suppressing oil
prices in Greece which will hit
DPE's 1997 figures. Potential
investors will be looking for reas-
surance, particularly since a
minority stake is being offered.

OTE's financial performance
has been good - hardly surpris-
ing given its voice telephony
monopoly in a protected

environment until 2001. It is
unlikely to accept a price of
anything less than Dr7,000 a
share, which would mean an
$880m issue this year. But
the implementation of the
company's investment strat-
egy has been woeful which will
be a big turnoff for investors.
The relationship between
OTE and its suppliers has been
fraught with difficulty and,
since the first sale in April
1996, very little improvement
has been evident. But OTE has
had a new chairman since late
January, George Chrys-
solouris, who seems to have
the stomach for a fight and
has the full support of the gov-
ernment. He has already fired
four members of the board.
Other candidates for pri-
vatisation include the National
Bank of Greece, which had its
IPO shelved last year because
of poor market conditions.
There are plans to try againin
the third or fourth quarter of
this year.
LOUISE BOWMAN

TOP 40 PRIVATISED COMPANIES

COMPANY Country Sector Closing Change | COMPANY
Price 5 days
AGF Fra Insurance 50 0.5 | IstitutoMobiliare It
BAA UK  Airport 84 -09 |INA
Banca di Roma [ta  Banks 37.8 1.3 | KoninklijkePTT
BancaCommercialelt ~ Ita  Banks 126.4 2.0 | Lufthansa
Banque Nat de Paris Fra  Banks 6.2 12.2 | National Power
British Airways UK Airline 8.7 1.2 | PortugalTelecom
British Energy UK Elec 2.6 -3.8 | PowerGen
British Gas UK Gas 1.8 1.0 | Raiftrack
British Petroleum UK  0il/Gas 129 2.1 |Renault
British Steel UK Industrial 23 5.0 |Repsol
British Telecom UK  Telecoms 8.8 -4.0 | Rhone-Poulenc
Cable and Wireless UK  Telecoms 9.8 -1.4 | Rolis-Royce
Cie Financiérede Paribas Fra  Banks 8.7 -0.3 | ScottishHydroElectric
Deutsche Telekom Ger Telecoms 0.2 -0.9 | ScottishPower
ElectricidadedePort ~ Port Elec 243 3.1 | SociétéGénérale
Elf Aquitaine Fra  0il/Gas 10.6 1.6 | Telecomltalia
ENI Ita  Oil/Gas 1648 4.1 | TeleDanmark
Endesa Spa Elec 205 1.5 | Telefonica
France Telecom Fra Telecoms 1.8 0.1 |UAP
IstitutoBancoPaoloTori Ita  Banks 320.6 1.2 | Usinor

Closing prices expressed in ecus

Country Sector Closing Change
" I'rice‘j 5da35

Ita Financial 4004 5.9
llta Insurance  81.4 10.7
Neths Telecoms 06 36

Ger Airline 05 57
UK Elec 35 -71
Port Telecoms 593 2.1
UK Elec 48 -51
UK Transport  13.8 -0.5
Fra Motors 32 -02
Spa 0il/Gas 1103 6.3
Fra Chems 1834 03
UK  Aerospace 40 152
UK Elec 31 -43
UK Elec 30 -21
Fra Banks 147 6.2

Ita Telecoms 743 25
Den Telecoms 28 36
Spa Telecoms 328 40
Fra Insurance 91 -18
fra Industrial 1.4 47

SOURCE: PRIVATISATION INTERNATIONAL
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CORPORATE ISSUES

Eurodollars drive
the market higher

Ed O'Connor
HE resilience of the
eurodollar sector contin-
ues to surprise syndicate
managers and investors.
Uncertainties surrounding
economic and monetary union (EMU)
and the ongoing crisis in East Asia
have sparked record volumes of new
issuance on the back of powerful
investor demand.

This week’s new issue pipeline is
daunting but impressive. In addition
to the forthcoming $3 billion to $5bn
jumbo issue from the World Bank, the
market is expecting a debut $500 mil-
lion eurodollar issue from Diageo, the
offspring of the Guinness-Grand Met
merger.

The proportion of all international
debt issues in dollars has fallen since
the start of the year but the bald
statistics are misleading. The dollar
market has been artificially depressed
by the increase in sovereign euro
issuance as countries realign their
national balance sheets ahead of EMU.

New dollar deals have reached
record levels, with $90.1bn launched
since the start of the year, $20bn
higher than the same period in 1997.
The European investor community
has reacted well to the strain of
absorbing this activity. The market
remains liquid, spreads are holding
firm and new issuance continues to
flow from a range of maturities.

Investor appetite for dollars is being
underpinned by the robustness of
the US economy. The low-inflation,
low-interest-rate environment — US
treasury yields are at their lowest level
for two years — offers stability for

investors and cheap financing oppor-
tunities for issuers (see chart, right).

The global debt markets have
rebounded strongly after a weak end
t0 1997 caused by the Asian crisis and
investor jitters about monetary union.
Predictably, the New Year began with
a search for quality and investor
demand focused on highly rated dollar
issues as a safe haven from EMU
uncertainties and Asian turmoil.

This nervousness was clearly
reflected in the pattern of new
issuance in January. A number of
“triple-A’ names, the highest credit
quality issuers, tapped investor
demand with a series of large inter-
national bond issues. Capitalising on
low treasury yields, the World Bank,
Fannie Mae, the European Investment
Bank and assorted German landes-
banks issued large liquid deals in the
five-year and 10-year eurodollar
sectors. However, as confidence has
seeped back into the market, so
investors have tentatively edged down
the dollar credit curve in the hunt for
higher yield.

The chief beneficiaries of this have
been banks and corporates seeking
opportunistic financing to cut fund-
ing costs. Blow-out deals for top cor-
porates such as Sony, Heinz and
Caterpillar have performed strongly
in the aftermarket on the back of
strong demand from European insti-
tutions and retail buyers, notably in
Switzerland.

European names have also been
prominent. Daimler-Benz and BMW
have launched deals with four-year
maturities, while Abbey National and
Halifax have tapped three-year and
10-year tenors respectively. Last week
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saw a number of major transactions.
Procter & Gamble launched a tightly
priced five-year benchmark, while
deals from YPF, the privatised Argen-
tinian energy company, and Moscow
City Telephone highlighted the
gradual return of emerging market
issuers.

The dollar remains the dominant
currency for international bond trans-
actions with more than 53 per cent of
the total market. The sophistication
and liquidity of the market attract the
broadest possible range of issuers.

European financial institutions have
been the pre-eminent issuers of euro-
dollar transactions to date this year,
with some $54.2bn of new issues.
Corporates and utilities have issued
approximately $19bn of dollar-
denominated debt, while the jumbo
deals from Canada, Fannie Mae and
World Bank have swollen sovereign,
agency and supranational volumes
this year to $16.7bn.

This avalanche of supply has neither
damaged market tone nor forced out
spreads, suggesting an unprecedented
depth of investor demand for dollars.

Dollar
issuance
has been
artificially

depressed by

euro deals

Eurodollar bond spreads have
remained solid across the range of
maturities at a time when the volume
of supply could easily have depressed
bond prices and forced up yields.

The eagerness of European institu-
tional and retail investors to build
exposure to the eurodollar sector and
extend the maturity profiles of their
portfolios into five and 10 years has
held prices and spreads steadly.

Syndicate managers expect these
favourable market conditions — the
exceptionally strong bid for corporate
paper in particular —to continue over
the next few months. This should pro-
vide an attractive range of new issue
and investment opportunities.

As uncertainty surrounding the sin-
gle European currency lingers and the
Asian crisis makes investors’ eyes
water, the relative stability offered by
the eurodollar bond market will con-
tinue to attract interest.

High levels of redemptions in the
sector through 1998 should stimulate
liquidity further, releasing funds for
reinvestment and tempting more even
more issuers to tap the market.

cessful qualification of 11 states

three-year issue for MGTS, the

ISSUER RATING  AMOUNT MATURITY COUPON PRICE  YIELD WEEKAG0 | THE World Bank will take
(mil) centre stage in the inter-
national bond markets this
S week with its plans to borrow
Rhone-Poulenc Baa3/BBB- 500 1/02 7.750 104.01 6.549 6.489 $3bn to $5bn, potentially the
Bayer Corp Aa2/ha2 400 10/02 6.500 99.99 6.501 6.501 largest ever eurobond issue.
MEPC Finance A3/A- 225 5/03 7.500 104.71 6.406 6.347 But it is to ec"pse comp[ete[y
BAT Capital A2/A- 500 11/03 6.500 101.94 6.079 5.896 the wide range of other assets
Siebe plc A2/A+ 250 1/07 7.125 99.99 7.125 7.125 that will be offered to investors
DM this week.
Volkswagen Finance Al/A+ 1,000 5/03 7.000 109.38 4.908 4877 Investors have arare oppor-
ITT Promedia Ba3 575 9/07 9.125 99.46 7.697 9.126 tunity to buy exposure to
£ Allianz, Germany's largest
BOC Group Al/A+ 150 7/02 7.250 101.06 6.939 6.937 insurer. The company plans to
Stagecoach Holdings NA 125 10/07 7.625 99.46 7.697 7.676 raise DM2bn ($1.1bn) at a 10-
Cable & Wireless A3 150 3/02 10.375 111.02 7.140 7.145 year maturity in a deal being
Diamond Holdings NA 135 2/08 10.000 99.48 10.082 9.125 arranged by Bayerische Ver-
Tesco Aa3 250 7/07 10.375 105.63 6.665 6.638 einsbank and Dresdner Klein-
Ffr wort Benson. CCCIF of France
Usinor Sacilor Baa2/BBB 1,800 3/02 8.500 99.99 8.498 8.496 is also planning to return to the
Aérospatiale AA- 1,500 7/03 7.000 110.34 4.754 4.696 market with a 10-year deutsch-
Alcatel Alsthom AL/A+ 2,000 10/03 7.000 106.52 5.006 4957 mark bond.
LVMH Al+ 1,500 11/02 5.250 99.99 5.265 5.245 Bankers say the climate for
Sfr new issues in Europe is as good
Merck KGaA NA 300 11/02 3.500 99.99 3.499 3.499 as it has been for some time.
Nestlé Holdings NA 300 2/02 6.750 99.99 6.750 6.752 Markets are still buoyed by suc-
C/osing pr/'ces at 6 March SOURCE: SALOMON SMITH BARNEY/IMV DATASTREAM, BLOOMBERG; RATINGS FROM MOODY'S AND S&P
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for monetary union. Last week
a Bundesbank official played
down rumours of a hike in Ger-
man interest rates this year
and all European bond markets
are expected to rally this week.

The most encouraging sign
in the market is the resump-
tion of issuance by central
European borrowers.

Croatia successfully com-
pleted its planned Pts15bn
($98m) deal after being forced
to postpone a planned yen
issue earlier this year. Croatia
is rated investment grade - and
therefore regarded as a lower
risk by investors than most
other east European countries.

More compelling evidence of
the renewed appetite for risk
came with the first public issue
by a Russian borrower since
the emerging market collapse
last October. This was a $150m

Moscow telephone company.
Hungary is hoping to borrow
$500m over a five-year matu-
rity. Moreover, numerous Russ-
ianinstitutions are also set to
revive borrowing plans they put
on ice last year. The Russian
government itself may tap the
market in deutschmarks or lire.

The most ambitious issue is
being planned by Ukraine. With
a B2 rating from Moody's, the
country is one of the riskiest
borrowers in the market. It
hopes to become the first east
European government to issue
a bond denominated in euros.
SBC Warburg is advising it on
the deal, which will total
Ecu200m ($183m).

The maturity has yet to be
decided, but the yield is likely
to be around the 16 per cent
level offered for its last
deutschmark deal.

FORECAST

Dollar rise continues despite profits warning

Avinash Persaud
HE AMERICAN dollar and
the British pound should
climb higher against the
deutschmark, yen and
Swiss franc this week,
pushed further upwards by wide inter-
est rate differentials between Britain
and America, and the other three
countries. The sharply contrasting
economic picture between these
should also contribute to the rise of
the currencies.

But, especially in the case of the
dollar, an appreciation in their value
was not expected after last week’s
profits warning from computer giant
Intel, the world’s largest chipmaker.
The announcement from the Amer-
ican company - that profits for the
second quarter will be lower than
expected owing to a drop in demand
for personal computers from con-
sumers — was taken as a warning by
the market of the worldwide impact
of the problems in East Asia.

Equities across Europe’s bourses
reacted quickly, falling in sympathy
with the decline on Wall Street before
rallying the following day. The fall
came as investors worried that
corporate earnings growth, particu-
larly in the technology sector,was set
to slow sharply.

The resilience of European markets
was on display towards the end of last
week, however. European shares were
hit less hard than their American coun-
terparts, owing to other data which
suggests that falling demand for
personal computers might be more of
a problem for American firms than for
their European competitors, and for
Intel in particular.

This contrast was shown by results
from the computer division of
Siemens, the giant German manu-
facturer, which forecast a 30 per cent
rise in its personal computer sales this
year. Meanwhile, American infor-
mation company Dataquest expects
a 14 per cent lift in computer sales
across Europe this year.

EUROPEAN CROSS RATES

The rise of the dollar can be
expected to be further held back in
the coming weeks by rumblings of a
recovery in the German economy. The
seasonally adjusted drop in German
unemployment by 17,000 people, to
4.48 million, or 11.5 per cent of the
labour force, was the second
consecutive monthly fall. If this is
taken along with the 3.3 per cent surge
in manufacturing orders in January —
an 8.8 per cent increase on the previ-
ous year — it suggests that the German
economy is slowly recovering and
does not require a further relaxation
of monetary policy.

Nevertheless, the foreign exchange
market ignored this sentiment, seen
in the equity markets and backed up
by the strength of recent German data.
It focused instead on comments made
by Bundesbank council member
Klaus-Dieter Kiihbacher, president of
the Berlin and Brandenburg Lan-
deszcentralbank. “l can see no reason
for putting interest rates up this year,”
said Kuhbacher. “In fact, we now have
conditions where we could even con-
sider reducing them.”

Although Kiihbacher is a certified
dove on the Bundesbank’s council (not
fond of hiking up interest rates), his
comments carried more weight than
usual as they were made on the day
of ameeting with other Buba council
members. This may well have been
reflected in the sentiment and

outcome of the meeting. We expect
Kuhbacher’'s comments to have a wan-
ing influence on the dollar in the very
near term as evidence of the German
economic recovery accumulates. This
should trigger a modest setback in the
dollar, perhaps back as far as DM1.7.

However, the dollar remains set in
a long-term uptrend and, while we
would advise market participants to
take some profits at these levels, this
is not the time to establish an
aggressively short position. There are
more profits to be had from staying-
put over the longer term.

Although there seems to be no room
to cut German interest rates at the
present time, the market will continue
to expect rates to remain low in the
absence of inflationary pressures.
Given the large interest rate diff-
erential in favour of the dollar, stable
rates are very dollar-bullish and will
push the American currency even fur-
ther upwards.

While signs of a German recovery
are under way, albeit slowly, Japan-
ese consumption seems to be falling
off a cliff. This is a far more encour-
aging outlook for the dollar’s pros-
pects. The 23 per cent year-on-year
drop in passenger car sales is far from
encouraging for the Japanese econ-
omy and the likely announcement that
fourth-quarter GDP growth has fallen
by 3.5 per cent will not help.

As a result, we expect the dollar to

UPS AND DOWNS: MARKS TO THE DOLLAR

Kiihbacher's
comments
will have

a waning
influence

on the dollar

have much more headroom against
the yen than the deutschmark, as
reported in The European last week.

Of course, market participants will
have to wait for the fiscal year-end to
pass on 31 March before they see the
yen fall, given the traditional portfolio
inflow before and after the fiscal year
end. This comes from financial
companies trying to window-dress
their balance sheets. As a result, we
anticipate that the deutschmark/yen
exchange rate will rise towards ¥75
before the summer.

Sterling continues to track the
dollar closely, despite the decision
made by the Bank of England’s
monetary policy committee last week
to leave interest rates unchanged,
following favourable consumer data
released by the Confederation of
British Industry.

For the moment sterling remains
supported by expectations that rates
have further to rise. However, if the
policy committee delays in hiking
interest rates again, the market may
begin to wonder whether it is a sign
of a tight fiscal stance in the coming
budget.

If the market expects the budget to
shift the mix of economic policy
towards a tighter fiscal stance,
expectations of lower rates and a
weaker currency will grow.

The author is JP Morgan'’s head
of currency research

THE SYNTHETIC EURO RATE

$/DM
1.85 N CURRENCY LATEST ~ % CHANGE ON A YR AGO HIGH Low
1.84
1.:3 \ British pound 0.66 -6.52 0.74 0.65

French franc 6.66 1.48 6.68 6.60
1.82 ‘ N/ German mark 1.99 2.12 1.99 1.93
1.81 ‘ / Italian lira 1952.6 0.86 1952.6 1910.6
1.80 \ Vs Japanese yen 138.6 0.50 145.71 122.46
1.79 US dollar 1.14 -4.45 1.17 1.05
it THE SYNTHETIC euro has been developed to allow investors to calculate financial
177 data in euros ahead of the official introduction of the new currency next year.
1.76 Datastream/ICV's rate is based on the current formula of the ecu, which is measured
1.75 against a basket of currencies, calculated by tracking the movement of these
1 Jan 15 Jan 29 Jan 12 Feb 26 Feb

Source: JP Morgan

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.

9 MARCH Aust Belg Dan Ger Neth Fin Fr Grec IR Ital Nor Port Spain Swe Swi UK US Jpn Can Eur

1998 Sh Fr K Dm  F Markka fr Drach Punt Lia* K Esc Pt o £ § Y § [ EAST EUROPEAN CURRENCIES
Austria Schilling - 0.341 1.846 7.035 6.242 2.318 2.098 0.044 17.49 7.158 1.694 0.069 0.083 1.598 8.644 21.09 12.89 0.101 9.089 13.93

Belgium franc 2933 - 5414 2063 1831 6.798 6.153 0.130 51.30 20.99 4.968 0.202 0.243 4.688 2535 61.84 37.79 0.297 26.65 40.85 COUNTRY us$ DM UKE Ffr Ecu
Denmark Krone 0.542 0.185 - 3.811 3.381 1.256 1.137 0.024 9.475 3.878 0.918 0.037 0.045 0.866 4.682 11.42 6.981 0.055 4.924 7.544 Albania Lek 160.3 87.5 262.2 26.1 173.2
Germany Deutschmark 0.142 0.048 0.262 - 0.887 0.329 0.298 0.006 2.486 1.018 0.241 0.010 0.012 0.227 1.229 2.997 1.832 0.014 1.292 1.980 Belarus Rouble 50500.0 27570.2 82637.4 8222.0 54577.9
Netherlands Guilder 0.160 0.055 0.296 1.127 - 0.371 0.336 0.007 2.802 1.147 0.271 0.011 0.013 0.256 1.385 3.378 2.064 0.016 1.456 2.231 Bulgaria Lev 1822.5 994.9 2982.3 296.7 1969.7
Finland Markka 0.431 0.147 0.796 3.035 2.693 - 0.905 0.019 7.545 3.088 0.731 0.030 0.036 0.690 3.729 9.097 5.559 0.044 3.921 6.008 Croatia Kuna 6.5 3.5 10.6 11 7.0
France franc 0.477 0.163 0.880 3.353 2.975 1.105 - 0.021 8.337 3.412 0.807 0.033 0.040 0.762 4.120 10.05 6.142 0.048 4.332 6.638 Czech Rep Koruna 34.4 18.8 56.3 5.6 37.2
Greece Drachma 22.48 7.665 41.50 158.2 140.3 52.11 47.16 - 393.2 160.9 38.08 1.546 1.866 35.93 194.3 474.0 289.7 2.276 204.3 313.1 Estonia Kroon 14.7 8.0 24.0 2.4 159
Ireland Punt 0.057 0.019 0.106 0.402 0.357 0.133 0.120 0.003 - 0.409 0.097 0.004 0.005 0.091 0.494 1.206 0.737 0.006 0.520 0.796 Hungary Forint 210.5 114.9 344.4 34.3 227.5
Italy Lira* 139.7 47.63 257.9 982.8 872.0 323.8 293.1 6.214 2443 - 236.6 9.608 11.59 223.3 1208 2946 1800 14.14 1269 1946 Latvia Lat 0.6 0.3 1.0 0.1 0.6
Norway Krone 0.590 0.201 1.090 4.153 3.685 1.369 1.239 0.026 10.33 4.226 - 0.041 0.049 0.944 5.103 12.45 7.608 0.060 5.366 8.222 Lithuania Litas 4.0 2.2 6.6 0.7 43
Portugal Escudo 14.54 4.958 26.84 102.29 90.76 33.70 30.51 0.647 254.3 104.0 24.63 - 1.207 23.24 125.7 306.6 187.4 1.472 132.1 202.5 Macedonia Denar 56.4 30.8 92.2 9.2 60.9
Spain Peseta 12.05 4.108 22.24 84.76 75.20 27.93 25.28 0.536 210.7 86.25 20.41 0.829 - 19.26 104.2 254.1 155.3 1.220 109.5 167.8 Moldova Leu 4.7 2.6 7.7 0.8 5.1
Sweden Krona 0.626 0.213 1.155 4.401 3.905 1.450 1.313 0.028 10.94 4.478 1.060 0.043 0.052 5.408 13.19 8.062 0.063 5.686 8.713 Poland Zloty 35 1.9 5.7 0.6 3.8
Switzerland franc  0.116 0.039 0.214 0.814 0.722 0.268 0.243 0.005 2.023 0.828 0.196 0.008 0.010 0.185 - 2.440 1.491 0.012 1.052 1.611 Russia Rouble 0.0 0.0 0.0 0.0 0.0
UK Pound 0.047 0.016 0.088 0.334 0.296 0.110 0.099 0.002 0.829 0.339 0.080 0.003 0.004 0.076 0.410 - 0.611 0.005 0.431 0.660 Romania Leu 8127.5 4437.2 13299.7 1323.3 8783.8
US Dollar 0.078 0.026 0.143 0.546 0.484 0.180 0.163 0.003 1.357 0.556 0.131 0.005 0.006 0.124 0.671 1.636 - 0.008 0.705 1.081 Slovakia Koruna 35.1 19.1 57.4 5.7 37.9
Japan Yen 9.879 3.368 18.24 69.50 61.66 22.90 20.73 0.439 172.8 70.71 16.73 0.679 0.820 15.79 85.39 208.3 127.3 - 89.78 137.6 Slovenia Tolar 1722 93.9 281.7 28.0 186.1
Canada Dollar 0.110 0.038 0.203 0.774 0.687 0.255 0.231 0.005 1.924 0.788 0.186 0.008 0.009 0.176 0.951 2.320 1.418 0.011 - 1530 Ukraine Hryvna 2.0 1.1 33 0.3 2.2
Europe Ecu 0.072 0.024 0.133 0.505 0.448 0.166 0.151 0.003 1.256 0.514 0.122 0.005 0.006 0.115 0.621 1.514 0.925 0.007 0.653 - Yugoslavia New Dinar 49 2.6 7.9 0.8 5.2

*Italian lira rates in the vertical column have been multiplied by 1,000 for clarity. Divide by 1000 for actual figures.

SOURCE: BZW SOURCE: BZW
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BULLION

Gold price fails to shine

WITH RECORD demand and
plummeting prices, the inter-
national gold market seems
to defy economic logic. The
gold price is at a two-week
low of $294.10 an ounce
($10.39 agram), on the back
of speculative profit-taking
and unease about the impact
of economic and monetary
union (EMU) on gold
reserves. But at the same time,
global demand for gold is
unprecedented.
Thisanomaly is unnerving
gold producers, who are
seeing profits take a batter-
ing. The ongoing strength of
the dollar and fears about the
future of central bank hold-
ings of gold have been key in
pushing down the price. The
market expectation is that
central banks will have to sell
large portions of gold later

the gold price, which hit an
18-year-low in January. A
crucial determinant of market
sentiment will be May'’s
announcement from the
European Central Bank (ECB)
of how much of its total
reserves will consist of gold.
As the midwife of EMU, the
ECB needs to determine what
level of gold reserves will be
appropriate to accompany the
birth of the new currency.

The slide in the gold price
runs counter to global
demand, which reached
record levels last year. The
World Gold Council, which
tracks demand for gold
around the world, found that
demand reached 2,935
tonnes in 1997, a rise of nine
per centon 1996. Demand in
the fourth quarter was par-
ticularly strong, despite the
crisis in East Asia where nose-

MIXED FORTUNES

The amount of gold sold in tonnes in 1997
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diving local currencies made
dollar-denominated gold
expensive for investors. Euro-
pean demand for gold rose by
six per cent in 1997, driven
by a strong increase in jew-
ellery sales and investment
activity. Key growth areas
have been India, the Middle
East and north Asia, where
deregulation and economic
growth have ignited demand
for gold assets.

There is some good news
for gold producers. Global
demand has been firm so far
this year. It is possible that
investors in southeast Asia
may eventually turn to gold
as a safe haven from local un-
certainties. Bargain-hunters
may well be tempted to
buy if the price appears to
bottom out. The ECB's reserve
requirement may also exceed
market expectations.

Until then, the bears
remain in the ascendancy as
the downward drift of gold
prices seems set to continue.

ED O'CONNOR

COUNTRY OFFICIAL INTEREST RATES MONEY MARKET RATES COUNTRY INDUSTRIAL OUTPUT" INFLATION' UNEMPLOYMENT*
3 months Benchmark bond Latest Previous Year  Latest Month Year Latest Month Year
Rate Previous Dateof - This  Week Year This ~ Week Year . quarter quarter ago  month  ago ago month  ago ago
rate  change week  ago ago week  ago ago Austria 395 n/a 37 Jan 12 10 17 Fb 45 44 41
Austria 250 3.00 18.4.96  Discount 3.60 3.60 3.30 502 5.06 550 OestBund Belgium 1.72 19 0.7 Fb 07 04 20 Fb 129 131 134
Belgium 330 3.00 9.10.97  Central 3.69 361 3.45 506 5.09 562 O0LO Denmark 2.2 37 27 Dec 17 23 23 Jan 74 74 83
Denmark 3.75 350 9.10.97  Repo 3.87 387 3.63 522 527 6.21 DGB Finland 6.0 62 38 Jan 19 19 0.6 Jan 138 129 16.7
Finland 3.25 3.00 15.09.97  Tender 342 342 3.06 507 510 5.89 [FGB France 2.6 22 17 Jan 05 11 1.8 Jan 121 122 127
France 330 3.10 9.10.97 Intervention 356 356 332 495 498 531 OAT Germany 2.62 24 22 Jan 13 18 1.8 Feb 115 116 11.2
Germany 450 5.00 18.4.96 Lombard 352 350 3.25 493 495 549 Bund Greece 10.6> n/a 113 Jan 44 47 68 Nov 84 75 81
Germany 330 3.00 9.1097 Repo n/a n/a n/a n/a n/a n/a Ireland 781 n/a 1013 Jan 18 19 n/a Fb 97 97 10.6
Germany 250 3.00 18.4.96  Discount n/a n/a n/a n/a n/a n/a Italy 2.1 19 07 Fb 18 16 24 11.74 12.25 11.7
Greece 1450 1550 13.5.97  Discount n/a n/a n/a n/a n/a n/a Luxembourg  5.5! 3.83124 Nov 15 17 17 Nov 3.7 36 36
Ireland 6.75 6.25 2.05.97  ShortTerm 6.06 6.06 5.69 517 6.26 6.40 Gilt Netherlands 2.9 31 30 Jan 18 23 23 Jan 50 49 65
Italy 550 6.25 23.12.97  Discount 6.05 6.06 7.31 534 535 7.33 BIP Norway 4.42 23 43 Jan 20 23 3.0 Jan 3.0 26 4.1
Luxembourg 3.30 3.00 9.10.97 effectiverate* 3.69 3.61 3.45 506 5.09 5.62 relatedto0LO Portugal 3.0t 23 20 Jan 19 23 33 652 65 7.1
Netherlands 3.30 3.00 9.10.97  Special Adv. 343 343 315 498 498 542 DSL Spain 3.62 35 26 Jan 20 2.0 29 Jan 129 128 14.1
Norway 550 525 16.7.97  Overnight 396 381 354 524 521 563 NGB Sweden 2.7 25 08 Jan 13 19 -0.1 Jan 74 69 838
Portugal 490 520 18.11.97  Discount 462 475 6.25 5.14 515 6.89 0T Switzerland 0.8 02 -07 Jan 00 04 09 Feb 49 50 57
Spain 450 475 13.298  Repo 468 463 6.00 514 517 6.79 Bono Turkey 6.64 6.6 81 Jan 101 99.1 757 586 637 6.6
Sweden 435 410 16.12.97  Repo 465 467 4.18 548 549 6.78 SGB UK 3.9 35 23 Jan 33 35 28 Jan 50 50 6.8
Switzerland 1.00 150 279.96  Discount 095 091 1.66 278 272 3.27 Swaprate us 3.92 39 32 Jan 16 17 3.0 Jan 47 47 53
UK 725 T7.00 6.11.97 Base 747 750 6.16 6.10 596 7.25 Gilt Japan 1.0 01 31 Jan 18 18 06 Jan 35 35 33
us 5,00 5.25 31.1.96 Discount 559 631 547 570 560 6.60 Treasury Canada 43 39 18 Jan 11 7.0 21 Jan 21 86 97
Us 550 5.25 25.3.97  FedFunds n/a n/a n/a n/a n/a n/a *Gross domestic product year on year.  Annual per cent. +1 Per cent of workforce. - SOURCE: STANDARD & POOR'S MMS
Japan 050 1.00 9.7.95 Discount 108 117 056 173 171 244 JGB q31997 except where stated: 1=*96 2297 3=q*95 4=%97 5=q97 6=0ct 96 7-Apr96
Canada 470 465 03.3.98 CallLoan 483 488 3.12 549 545 640 CGB
COUNTRY INDUSTRIAL OUTPUT" INFLATION' UNEMPLOYMENT 't
ECONOMIC INDICATORS Latest Month Year Latest Month Year Latest Month Year
ITALIAN consumer prices  balancedbudgetin19990f UKRAINE's consumer NEW orders to Germany's month  ago ago month ago ago month  ago  ago
rose by 0.3 per cent in  Kr568.4 billion ($16.5bn), pricesrose ataslowerrate  manufacturing industry Bulgaria  Sept-19.9 6.2-221 Nov 0.5 1.07548 Nov 135 13.4 12.0
February, buoyed by rising  upfromKr542bnthisyear, in February than the rose 3.3 per cent in Jan- Croatia  Nov 65 6.0 23 Nov 04 02 32 Nov227 228 217
CzechRep Oct 9.1 6.6 6.3 Dec 05 04 100 Dec 52 49 35

car prices and hotel and
restaurant fees. Prices rose
1.8 per cent over the year.
Expectations of aninterest
rate cut remain as a fall in
commodity prices and a
slowdown in wage growth
kept full-year inflation near
a29-year low of 1.7 per cent.

of about Kr5bn.

based on about two per
cent GDP growth. Pilip
expects the 1998 state
budget to end as balanced,
with either a surplus or loss

The government plans
to reduce spending and
raise indirect taxes to try

previous month, amid a
slowdown in the growth of
food prices. February saw
a 0.2 per cent rise com-

pared with 1.3 per cent in

January. Food prices rose
0.3 per cent,down from19
per cent. The government
forecasts a year-end infla-
tion rate of 12 per cent this
year, up from 10.1 per cent

to balance the budget after
THE Czech finance minis- it showed a Kr15.7bn deficit
ter, lvan Pilip, expectsa in1997. last year.

uary, the first increase
since August. The increase
was the biggest since
November 1995.

DANISH industrial sales,
excluding sales of offshore
items, rose 0.8 per cent in
January from December
as sales of intermediate
products - partially manu-
factured goods -increased.

Hungary
Latvia

Poland
Romania

Ukraine

11 Rate in per cent.
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MATERNITY LE

AVE

PREGNANT PAUSES
Paid maternity leave, months (average)
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WOMEN planning to take a few
months’ leave from work after
having a baby need to choose
carefully where they live. Most
women in developed countries
are entitled to paid maternity
leave but the rates and dura-
tion vary widely.

The International Labour
Organisation has broken down
the figures for the more than
120 countries that provide paid
maternity leave. Australia,
New Zealand and the US are
key exceptions. Legislation

Switzerland :'

" Source: International Labour Organisation

was introduced in America
only in 1993, when Congress
decided on 12 weeks' unpaid
leave during any 12-month
period for the birth of a child.

When total leave is taken
into account, the Swedes get
the best deal. They can take
up to 15 months' paid leave -
at full pay for the first three
months and then 75 per cent
for the remainder.

Women provide the main
source of income in 30 per
cent of households worldwide.
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Untinished business in the Balkans

SERBS and Albanians are locked in a dangerous
inter-ethnic struggle over the future of Kosovo
(or Kosova, as Albanians prefer to call it, or
Kosovo and Metohija, as Serbs refer to it). Both
claim the region, which is currently a part of
Serbia, as their birthright. Serbs insist that
Kosovo is the cradle of their nation, inseparable
from Serbia. Albanians, who constitute 90 per
cent of the population in Kosovo, demand
independence. The dispute threatens to escalate
into civil war and involve other states.

The question of Kosovo is complicated by the
political context in which it is being played out:
the breakup of Yugoslavia, the war in Bosnia,
instability in neighbouring Albania and
Macedonia, and the collapse of the democratic
opposition in Serbia. The head-on collision of
two contradictory principles — the preservation
of international borders and the concept of self-
determination — guarantees that there will be no
easy way out. There is much unfinished business
in the post-Dayton Balkans.

The international community takes the
position that the Kosovo problem ought to be
resolved by means of some formula (various
forms of autonomy have been suggested) that
would not lead to changes in Yugoslavia's

external borders. However, the Albanians have
rejected this position, appealing rather to the
principle of self-determination. The US and the
European Union do not support independence
for Kosovo. Serbia has no intention of restoring
Kosovo's local self-government.

The American position is shared by virtually
all states, each of which seeks to protect its
borders and, therefore, can be counted on to
co-operate in order to resist movements for
independence by enclave nations. By contrast,
leaders of enclave nations usually demand
independence and suspect that their aspirations
cannot be met under any forms of autonomy.
Theodor Spalti
Geneva, Switzerland

NORMAN LAMONT, the British Conservative
politician and former Chancellor of the
Exchequer, recently stated that nations cannot
be defined by drawing lines on a map. People
feel at home with their own kind where
communication is instinctive and effortless. We
can see the truth of these words in Bosnia.

The present borders of Boshia and Croatia
were created as interstate boundaries for
administrative purposes in federal Yugoslavia.

There has been repeated reference to Krajina
and Slavonia being “returned” to Croatia, but
they are ancestral Serbian lands, never Croatian.
Likewise, nearly two-thirds of Bosnia is Serbian
land, not Muslim/Croatian.

In 1992 the Serbs, under Radovan Karadzic,
reluctantly agreed to the independence of
Bosnia on the understanding that it would be a
federal state of three separate entities. The
Muslims and Croats later rejected this and war
followed. A final peace settlement based on this
concept would have had a greater chance of
success than the multi-ethnic vision of Dayton,
which has been shown to be unworkable.

There is growing evidence that an increasing
number of people in all European countries wish
to retain their national identity while working
closely with their neighbours in all matters of
mutual interest. The EU would form a much
richer community if all its people kept their
individuality and varied cultural traditions. If
ever we are all absorbed in one homogeneous
superstate let us pray that there will not be an
American-led Nato-type force to ensure
conformity and silence all voices of dissent.
MSJ Thompson
Peterborough, England

Estonia Oct 125 13.7 4.8 O0Oct 09
Nov 13.3 142 10.6 Dec 1.1
Sept 109 19 -29 Sept 0.2
Lithuania Oct 10.8 -52 -54 Oct 0.4
Nov 11.7 10.7 4.7 Dec 1.0
Oct -11.6 -15.6 13.2 Nov 4.3
Slovakia  Sept 0.1 -0.8 3.1 Dec 0.7
Slovenia Nov -15 13 3.6 Dec 0.3
Russia Aug 3.0 34 -66 Oct 02 -03 95 0Oct 89 91 92
June -2.4 -18 -45 Nov 0.9
*Change over same month of previous year in per cent. t Month-to-month change in per cent.

ECONOMIC DATA

0.6 122 Sept 3.6 35 42
12 194 Dec 104 102 10.5
04 81 Sept 71 73 7.0
03 9.0 Oct 59 56 64
12 132 Nov 10.3 103 133
6.51656 Ot 76 7.2 63
0.7 6.7 Nov126 129 122

0.6 95 Oct 145 144 140

09 96 Oct 27 27 13

SOURCE: PLANECON

Britain's clever game

WHY has Britain been giving such overt
diplomatic support to the Americans,
particularly over the crisis in the Gulf?
British and US interests rarely coincide
and Britain has no real need to cultivate
American goodwill.

Recent British-US solidarity against
Saddam Hussein only makes sense as a
symbol of English-speaking solidarity
against mainland Europe. A Britain
aligned with America, pursuing policies
to which the continent is opposed, is
simply advertising its incompatibility
with any pan-European foreign or
defence policy. It is a clever game.
Duncan Smith
Copenhagen, Denmark

Misplaced legislation

THE stated intention of British and
American governments in their desire
to restrict the use of encryption (Letters,
issue 405) is to deny these tools to
wrongdoers, principally drug-traffickers.
Yet strong encryption software is freely
available to all. Nobody needs to buy
any “device” from a licensed agency.
Given the huge number of e-mails sent
worldwide, it would be impossible for
any government to detect all encrypted
mail. The genie is well out of the bottle;
it has been for some time and the
authorities should know this full well.
So why do governments continue to
invent ever more complex schemes and
propose ever more draconian legislation
without a snowball’s chance in hell of
their ever fulfilling the stated objective?
I leave it up to the conspiracy theorists
to speculate but | prefer to suppose our
leaders are terminally stupid.
Adrian Tawse
Weymouth, England

Online shopping

SIMON REEVE (issue 404) is a little
unfair to Tesco’s online home shopping
website. He claims that because the site
was designed by Microsoft it cannot be
accessed by roughly two-thirds of users.
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This implies that it cannot be accessed
using Netscape Navigator, yet | have no
problem with Netscape 4.

He writes: “The [Tesco] site is some-
thing of a facade. After a customer taps
in his or her order, it is received at a Tesco
office where it is retyped, fed into a fax
machine, received at a local super-
market, handed to a stock boy and finally
given to a man with a van, for next-day
delivery.” Reeve also makes critical
comparisons with the online bookstore,
Amazon.com. But | am sure that when
Amazon receives an order for a book
somebody walks down to the warehouse
with a typed piece of paper, physically
picks up the book, puts it in a package
and gives it to a man with a van for
delivery. At least with Tesco you get next-
day delivery. With Amazon you wait up
to two weeks.

You criticise British banks, yet make
no mention of Barclays. Customers can
do everything on the Barclays site except
deposit cash. Here in Belgium I can also
do all my banking via the Net at BBL.
lan Carroll
Brussels, Belgium

The Fiihrer's wish

ALLOW me an addendum to Professor
Norman Stone’s article on Holocaust
denial (“Revealing the Nazis' last
secrets”, issue 402) and the perniciously
absurd contention that Hitler did not
know what was going on until October
1943, to which scathing reference is
rightly made in Prof Stone’s article.
Hitler’s orders regarding the liquida-
tion of the Jews were repeatedly exp-
ressed as a wish: “Es ist des Flhrers
Wunsch.” We have a striking example in
the very detailed transcript (state archive
Riga) of the interrogation of the “Higher
SS and Police Leader East”, Friedrich
Jeckeln, dated 14 December 1945. The
liquidation order of the 10-11 Novem-
ber 1941, regarding the murder of the
Jews of Riga, contains the words: “Tell
Lohse [Reichskommissar Ostland] it is
my order [Himmler speaking to Jeck-
eln], which is also the Fiihrer’s wish.”
The “execution order” was later con-
firmed by the head of Einsatzgruppe A,
Dr Franz Walter Stahlecker, in his report
of 5 January 1942. The particular killing

order, the Filhrer’s wish, resulted in the
mass shootings of 14,000 people on
Sunday 30 November 1941.

During the trial of Jeckeln, who imple-
mented the order given to him, witnesses
stated under oath that both Soviet and
British German language broadcasts
from the BBC reported these mass
murders that very same evening.
Gerald Fleming
Emeritus Reader in German
London, England

Creating software

| EXPERIENCED great amusement from
the table “Fifteen predictions which will
change our world” (“Futurology”, issue
405), particularly “computers which
write most of their own software”. Only
an idiot could imagine such an inven-
tion. If | recall correctly, Alan Turing, a
British lad, proved a theory of com-
putable functions upon which all soft-
ware and computation is based.

Until someone can show that Turing
was wrong, | shall continue to enjoy the
job security and high salary payable to
those who create software and other
intellectual property.

No goddamn digital confuser tech-
nology will ever be capable of author-
ing its own compiler or operating system
— or computer game.

Richard Stein
Silicon Valley, California, USA

Feng shui threat

THE week got off to a bad start, with
low energy and bad vibes. The office
junior eventually got round to deliver-
ing my copy of The European. He had
obviously already read it. Then | noticed
him rearranging his desk, computer
terminal, printer and fax. He even
combed his hair. Unusual behaviour for
a Monday.

It was only later, when | read Mark
Porter’s piece on feng shui (“Desk for
success”, issue 406), that | understood
why. The creep must be after my job.
Frederik Larsen
London, England

Weak link in
euro chain

IF THE single currency has
the full support of the
German government, the
Bundesbank and the
embryonic European Central
Bank will use all their
influence to support it too.
Soif the eurois to break
apart, economic and
monetary union itself will
not be the weakest link in
the chain: politicians or
society will crack first.

The economic case for
delay is overwhelming, as
155 German academics have
publicly argued. But political
will is likely, for a time, to
override economic forces. Will
economic reality manage to
shift the debate in Germany
enough to change the
politicians' minds? | doubt it.

Given Germany'’s high
unemployment and the
uncertainty over federal
elections in September, we
may be in for a rough ride.
But the unpleasant economic
convergence medicine has
already been taken and
underlying short-term
economic factors are
favourable. The masses are
not marching on the
Reichstag. Chancellor Kohl
has had a setback in the
recent local elections, but
there is enough time for him
to claw his way back.

Edward G Harston
Berlin, Germany

ONE OF the main objectives
behind the creation of the
single market was to enable
consumers to buy where the
goods are the cheapest.
However, as it turned out, the
lack of price transparency
and real cross-border
competition has made it
possible for manufacturers to
put significantly different
price tags on their products,
depending on country.

For example, figures
released by the European
Commission in connection
with the investigation into
the sales practices of German
carmaker VW show that new
car prices vary by as much as
40 per cent between the
most expensive and the
cheapest markets in Europe.
Manufacturers have
continued to price vehicles as
high as the market will stand.

With the single currency in
place, such unjustified price
differences between member
states are likely to disappear.
Anton Duman
Milan, Italy

| HAVE swallowed so much
euro-fudge that my teeth
are hurting.

David Scott

Miami, Florida, USA
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* LS Wke being ina
restaurant
that happens to fly.”

A crisp Montagny Premier Cru accompanied a subtle saumon aux poireaux.

Then followed two goodies no restaurant offers: a movie on the personal video,

and a complimentary limousine on arrival. Five stars, Emirates. I‘
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Emirates
THE FINEST IN THE SKY

http://www.ek group.com/

GUY SAVOY, AWARD-WINNING RESTAURATEUR, ON EMIRATES (AWARD-WINNING AIRLINE).

OVER 100 INTERNATIONAL AWARDS, 43 INTERNATIONAL DESTINATIONS. FOR MORE ON EMIRATES BUSINESS CLASS CALL US OR YOUR LOCAL TRAVEL AGENT.




