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PUBLISHER’S

LETTER

future—has the importance of preserving a healthy environment be-

come a vital issue, one that was a major topic in the U.S. presiden-
tial elections and one that, as readers of EUROPE will have noticed, also has
increasingly preoccupied us.

Concern about the environment is leading to a change in thinking in most
of the industrialized world. President-elect George Bush wants to give the
Environmental Protection Agency cabinet status, for example; conferences on
various aspects of environmental protection have been taking place all over
the world this past year; and, just recently, the E.C. ratified the Vienna Con-
vention and Montreal Protocol on reduction of chlorofluourocarbon production
to protect the thinning ozone layer.

Pollution knows no frontiers, and European are fighting it more and more
through the E.C. institutions. The problems facing us will not go away unless
all countries really are willing to work together to combat growing pollution
and serious damage to our planet. As our article in this issue on toxic waste
exports suggests, however, agreement is still a long way off, and waste-pro-
ducing countries still need to set limits and ways to safely dispose of such
waste.

Meanwhile, the E.C.’s 1992 program is moving along at full speed and con-
tinuing to attract international attention. In an interview with the MacNeil/
Lehrer NewsHour’s Michael D. Mosettig, author Michael Calingaert discusses
his new book on the implications for U.S. companies of 1992, noting that they
must be aware of the changes the plan will bring and adjust their business op-
erations in Europe accordingly. In another article, James David Spellman
writes that the scramble for a piece of the European market before 1992 be-
comes a reality has prompted a vast wave of mergers and acquisitions, headed
by the Americans and the Swiss.

Meanwhile, Paul Kemezis analyzes the Europeans’ attempt to break into
the American market with an invention of their own—videotex. After earlier
failures, European videotex companies are hoping that Americans will use
their personal computers to receive information on everything from business
data to shopping and entertainment guides. The system has proved a great
success in France, which is leading the way in the industry.

In other stories, Barbara Starr talks about growing efforts to harmonize
Europe’s defense industry; Sarah Hogg, finance editor of London’s The Inde-
pendent, comments on Britain’s extraordinary economic performance this
year in our member state report; and our “Dossier”” this month looks at the
E.C.’s framework science and technology research program to establish a Eu-
ropean scientific area.

¢ G le//

Giancarlo Chevallard

O nly lately—after decades of damage without much thought for the
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AMSTERDAM
Cleaning The
Environment

I n October, the Dutch Parlia-
ment voted to give an addi-
tional 100 million guilders—to
be shared equally by the Dutch
Environment and Agriculture
Ministries—for improvement
of the environment, and called
on the two Ministers responsi-
ble to come up with a “tangible
package of measures” to save
the Dutch environment from
growing acid-rain problems
and other pollution. Prime
Minister Ruud Lubbers noted
that the “sneaking decay of the
environment was worse than a
high budget deficit,” adding
that the environment was “out
of balance” and that “no time
should be lost in improving the
situation.”

Cees Schuyt, a well-known
Dutch sociologist, has voiced
concerns that the E.C.’s efforts
to create a single internal mar-
ket by 1992, which would im-
ply free movement of traffic,
people and goods, also might
well lead to “the free pollution
of soil, air and water” in the
entire Community. As it is, the
Dutch Ministries of agricul-
ture, the environment, trans-
port and public works are being
flooded with requests for mea-
sures to protect the environ-
ment.

The Netherlands counts in-
numerable organizations that
defend nature and are con-
cerned with environmental pol-

AROUND
CAPITALS

lution, and they all receive gov-
ernment subsidies and
contributions. The largest of
these is the Society for the
Preservation of Nature, count-
ing 280,000 members and
working on an area of 60,000
hectares. Its committee in-
cludes scientists, bankers and
board members of large com-
panies. Its newly appointed
chairman, Pieter Winsemius, is
a former Dutch Environment
Minister.

Winsemius, a great pioneer
in raising Dutch consciousness
of environmental dangers, has
noted that work is going in the
right direction. He pointed out
that Dutch surface water had
been considerably improved
and that effective measures
had been taken to combat air
pollution in the Rhine River
estuary, where major Dutch oil
refineries are situated. He ad-
mitted, however, that other
problems, such as depletion of
the ozone layer, the green-
house effect and acid rain,
needed urgent attention.

These problems, he said,
were in large part due to the
ever increasing traffic flows in
the overcrowded Netherlands
and the high groundwater lev-
els in the delta area. He did
add, however, that industries
had become more cautious and
that government policy was
now much more aware of the
pollution danger. “It is begin-
ning to be seen as a priority,”
he noted, and went on to point
out that the Netherlands was
well advanced in cleaning up
the environment, “far more so

The dangers and effects of environmental damage are now seen as a priori

recently allocated additional funds toward cleanup efforts.

than in our neighbors Ger-
many, Belgium, France and the
United Kingdom.”

Ed Nijpels, the current Envi-
ronment Minister, wants to in-
troduce tax breaks for those
car owners who install catalytic
converters in their cars. This is
an aspect of environmental pol-
icy in which he is up against not
only the E.C.’s automobile in-
dustries but also national gov-
ernments. These major play-
ers, wanting to protect their
car industries, are reluctant to
go along with this plan as it
would drive up car prices and
distort competitive conditions
if the other E.C. member
states did not conform.

Nijpels has said that he
wants to introduce these tax
breaks anyway, and he is trying
hard to force the E.C. Commis-

sion to harmonize environmen-
tal legislation to avoid rifts be-
tween those countries that are
very environmentally con-
scious and those that are less
s0.—NEL SLIS

LISBON
Environmental
Concerns

I n October, Europe’s Greens
put Portugal on their hit-list
of environmental offenders.
They staged a sit-in—or,
rather, a float-in—on the over-
turned hull of the Reijin, a
giant Japanese vehicle carrier,
which, after an explosion on
board, had sunk off Portugal’s
northern coast last winter.
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1e Dutch Government, which

These ecological militants con-
verged on the chilly, misty
north coast to protest a deci-
sion by the Portuguese au-
thorities to scuttle the Retjin
and its cargo of many thou-
sands of Japanese cars, clutter-
ing the Atlantic floor and, say
Greens, adding to ocean pollu-
tion with all that rusting metal.

These high-profile protests
gave a jolt to the Portuguese
Government, which is not used
to being depicted as an ecologi-
cal villain. It appeared not to
have thought through the con-
sequences of dumping a giant
vessel and its cargo in the
depths, which had seemed like
a simple way of getting rid of
scrap metal that did not belong
to Portugal and whose owners
no longer wanted it. The
course of nature helped the

protesters when the pounding
surf cracked the hull, and the
Portuguese Government de-
cided that the scrap must be
handled onshore, not offshore,
before a break-up of the vehi-
cle carrier in winter swells
threatened to send the cars
drifting in unpredictable direc-
tions.

The environment and its
problems have begun to seri-
ously concern Portugal. Since
1986 there have been more
official efforts to right the
worst wrongs: Wildcat housing
is being torn down, hunting
seasons are tighter and farm-
ing and desertification prob-
lems are under review. Never-
theless, officials often grumble
in private that they cannot go
as far as they would like be-
cause of lobbies whose mem-
bers would have to spend more
than they choose on systems to
filter their waste or reduce the
noise of their machines.

Even so, E.C. membership is
forcing the Portuguese to see
the environment in a less
smoggy light. Noise abatement
laws, for example, are in force,
although the Department of
the Environment still does not
have enough resources or in-
spectors to go around with
noise meters and place a fine
on violations. The Department
went after 2,000 people last
year, a hopeful start to a pro-
cess that implies re-educating
a population accustomed to ur-
ban noise.

A visible part of that educat-
ing process is that the Portu-
guese also are beginning to
learn to complain either to the
authorities or the perpetra-
tors, such as motorists who
gun their engines while at a
standstill. One can now see
residents rapping on the car
window and instructing the
driver to stop—or face a visit
from the Environment Depart-
ment.

Official, as well as public,
consciousness is slowly rising.
The Reijin outcry went some
way toward persuading the au-
thorities that decisions cannot
be taken in isolation, and that
everyone needs to worry about
the environment.—DIANA
SMITH

COPENHAGEN
Union
Influences

small group of young
Danes, working for Mc-
Donald’s in Denmark, is chal-
lenging one of the strongest
conventions of the Danish la-
bor market—the closed
shop—by refusing to join one
of the unions affiliated with the
Danish Trade Union Congress.
This act has provoked picket-
ing in front of a number of
McDonald’s restaurants in
Denmark for months, and al-
though customers buying ham-
burgers have not been discour-
aged to any serious extent, the
incidents are rapidly acquiring
symbolic importance.
While U.S. unions have seen
a sharp drop in membership
and importance, Danish unions
have steadily increased in
membership, and the vast ma-
jority of Danish employees are
union members. The unions
are closely linked to Den-
mark’s largest political party,
the Social Democrats, and also
publish newspapers and oper-
ate television stations to
spread the word. Pension funds
also are controlled by them,
providing financial clout and in-
fluence in the Danish economy.
The Danish Government is
now trying to limit that influ-
ence by passing a law that per-
mits union members to refuse
to let their union dues be used
to finance the Social Demo-
cratic Party and its media.
While this may be a start, the
real power of the unions is the
recognized right to negotiate
collective wage agreements
for more than one million
Danes, and that power base is
still intact. Moreover, although
the unemployment insurance
associations are formally inde-
pendent institutions, they are
controlled by the unions, mak-
ing it difficult in practice for
non-union members to receive
unemployment benefits, al-
though these are subsidized by
the government. And through
the pension funds controlled by
them, the unions also exert in-
fluence on Danish businesses:

One of the funds openly admits
that it attaches prime impor-
tance to preserving jobs rather
than maximizing return on in-
vestment, and all the union-
controlled funds consider their
role to be political.

While they thus are in a
strong position, not all pros-
pects for the unions are rosy,
however. The McDonald’s
case illustrates two of the ma-
jor problems. One is that dues
are becoming very high—
about $100 a month is the
norm. The other is that it is
difficult to mobilize support in
the service industry, where
workers often want part-time
jobs and are prepared to accept
lower pay in return for flexibil-
ity. Even in industry, the ten-
dency is toward more decen-
tralized negotiation and, in the
long run, the larger Danish
companies may want to negoti-
ate on an individual basis like
their U.S. counterparts.

The white-collar union, HK,
has recognized this trend and
has developed a completely
new concept, the 24-hour
union, where the union takes
care not only of the working
conditions and aspects of its
members, but also of their lei-
sure activities, by offering vari-
ous entertainment and educa-
tional facilities. But even in a
country accustomed to the all-
encompassing embrace of the
welfare state, that idea does
not really take root.—LEIF
BECK FALLESEN

PARIS
The Economy
Recovers

n France, people are used to
mailing a letter at 7 PM.,,
knowing that it will be deliv-
ered in the same city at 7 A.M.
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the next day. Indeed, there are
three mail deliveries a day in
big cities. The morning news-
paper arrives even in the most
isolated villages in time to be
read with cafe-au-lait and
croissant. But this fall, the mail
became the most visible ser-
vice to deteriorate in a round of
strikes by public-sector em-
ployees. As one newspaper edi-
torial lamented, dropping a let-
ter in a mailbox was taking as
much chance as sending a mes-
sage across the ocean in a bot-
tle.

While the postal workers
staged weeks of strikes, nurses
marched by tens of thousands
in white coats and surgical
masks. Metros and buses oper-
ated on minimum service in
Paris and virtually shut down
for weeks in France’s second
city of Lyon. The public em-
ployees who dole out pension,
unemployment and health care
checks, staged spot walk-outs.
And the lights flickered, eleva-
tors jammed and computers
glitched when electricity and
gas utilities joined the autumn
of anger.

Who could blame the gov-
ernment employees? After two
years of an unsympathetic con-
servative Government, the So-
cialists were back, governing
under a Socialist President.
And, since an important block
of Socialist support comes
from the 5 million state work-
ers, it was natural to assume
that public-service wage de-
mands would be met.

But Prime Minister Michel
Rocard quickly set the unions
straight: A Socialist Govern-
ment would not be an easy
mark for uncontrolled hand-
outs to workers. Wage in-
creases and employment
schemes had been the priority
when the Socialists came to
power in 1981, and the results
for the French economy were
disastrous. This time, Rocard
promised, caution and restraint
would dictate economic policy,
and political motivation would
take a low priority behind re-
sponsible management of the
budget.

But, ironically, the Govern-
ment had a hard time keeping
that promise because of what

should normally have been
good news. New figures were
released showing dramatically
improved prospects for the
French economy. After years
of wrestling with inflation and
ballooning unemployment,
there was an economic turn-
around. Prices were predicted
to rise by less than 3 percent
by the end of 1988, unemploy-
ment fell by the largest
monthly percentage in a de-
cade and the forecast for eco-
nomic growth, set originally at
just over 2 percent, leaped to
3.5 percent.

One analyst surmised that
the Government faced “‘an ex-
plosive mixture,” trumpeting
that the economic crisis was
over and recognizing that
things were not rosy for work-

rs. “But when the Govern-
ment claims that it is still im-
portant to continue a program
of economic constraint, it is
asking for a lot of understand-
ing from a political constitu-
ency that has been impatiently
living with economic constraint
since 1983.”

Despite the awkward tim-
ing, the diagnosis that the ail-
ing French economy was mak-
ing a speedy recovery could
only be gratifying news for the
Government. The rigorous pol-
icy of constraint that a previous
Socialist Government had pre-
scribed five years ago finally
started to pay off, although it
was a fragile recovery. The
Government argued in talks
with the nurses and other state
employees that more restraint
was preventive medicine, al-
though many observers predict
that the spoonful of sugar will
be generous increases once the
economy is fully healthy.—
BRIGID JANSSEN

LUXEMBOURG
Banking
After 1992

he practice of soliciting
cash from the public and
investing the proceeds in a
wide range of equities and
other stocks, as operated in
Britain through unit and invest-

ment trusts and in America by BONN

mutual funds, is nowhere near
as well developed in other |
countries.

This. is about to change
however. From October 1
1989, the E.C. directive on un:
dertakings for collective in
vestment in transferable se
curities (ucIts) will come into
force, allowing fund managers
to operate freely throughout
the 12 E.C. countries on the
basis of a single authorization
from one member govern-
ment. If that date sounds some
time off yet, it must be remem- |

EU

WIT

FRONTIERS

bered that significant share |
portfolios are not assembled |
overnight and that the pace- |
setters a year from now are |
likely to be those institutions |
with an investment package
ready to put before the public
In Luxembourg, already about
500 funds have been estab- |
lished with up to 150 awaiting |
authorization, and the rapidly |
swelling flow of funds toward |
the Grand Duchy is sending |
ripples of unease through the |
London market. ;

Why Luxembourg? The |
short answer is what one Lon-
don banker calls, with some |
envy, “a very friendly taxation
system.” Under legislation ap-
proved in 1983, Luxembourg
established a legal and regula- |
tory framework for the cre-
ation from scratch of a brand |
new mutual fund industry pro- |
viding, as its center-piece, ex-
emption from income taxes for
fund operators and exemption
from withholding taxes on divi-
dends. The effect was that be-
tween 1981 and June of this
year the net assets of Luxem-
bourg funds involved in collec-
tive investment rose by a spec- |
tacular 10 times to something |
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for Christmas. An Advent
wreath, usually made of ever-
green, is traditionally deco-
rated with four candles—usu-
ally red ones because it is the
color of joy—of which one ad-
ditional candle is lit on each
Sunday before Christmas Eve.

This richness of symbols,
which is only partially of Chris-
tian origin, is also proving to be
good business. Shopping cen-
ters are richly decorated with
Christmas trees and Christ-
kindl markets are held on the
main squares offering tree
decorations, elaborate candles,
toys, handicrafts, cookies,
steaming sausages and plenty
of rides and amusements for
the children. What is more,
during the four weeks before
Christmas, even the rigid Ger-
man store opening hours are
relaxed to accommodate all
shoppers: On Saturdays, shops
remain open until 6 PM. Since
closing hours in Germany are

regulated by laws that stipulate

Christmas
preparations and
celebrations are
serious business in
Germany. The
“Christkindlmarkt”
in Nuremburg (far
right) is renowned
worldwide. In many
German small towns
and villages, such as
in Ramsau, Bavaria
(right), old
traditions are
maintained.

LR

that all retail shops must be
closed weekdays after 6.30
PM. and on Saturdays at 2
P.M. (excepting the first Satur-
day each month, when they
may remain open until 6 PM.),
this is quite remarkable.
According to Klaus Prahl,
spokesman of the Retail Shop-
keepers Association in Ham-
burg, Germans do most of their
shopping in November and De-
cember. Last year, Hamburg’s
sales during that time period

amounted to $2,148 billion and
this year promises to exceed
that figure. Favorite toys last
year were stuffed animals,
model trains and games, while
sport and leisure articles, as
well as television sets, video
and cassette disc recorders,
were the most favored adult

S.

While Christmas shopping is
a joy to the adult in Hamburg,
which boasts many avenues
crammed with stunning shops,
the merchants of the city also
have thought of a particularly
luring attraction for the chil-
dren who do not wish to be
dragged along. They have
hired pleasure boats on Ham-

burg’s Alster River, adorned |

them with Christmas decora-
tions and show youngsters
fairy-tale films or, under in-
structions, help them bake
Christmas cookies while their
parents brave the crowds.

In the fairy-tale town of
-ob-der Tauber, it ||

Rothenburg

o~

is Christmas all year round at
Kidthe Wohlfahrt’s Christ-
kindlmarkt. The store, mod-
eled to look like an outdoor
Christmas market, offers over
35,000 Christmas articles—
the world’s largest collection of
Christmas decorations. Shop-
ping in this make-believe out-
door village can last a whole
afternoon, if only because leav-
ing it would mean waking up
from a fairy-tale dream.—
WANDA MENKE-GLUCKERT
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approaching $50 billion at the
last count.

Earlier this year, the 1983
law was replaced by new legis-
lation tailored specifically to
the ucITs directive, but retain-
ing the key tax concessions. At
present, only Luxembourg and
Britain have approved UCITS
legislation, but in the case of
Britain, the new regulations in-
clude rigorous tax stipulations
that the City of London fears
will put the British funds at a
serious competitive disad-
vantage when the promotional
blitz begins next year. British
investors can enjoy some tax
perks by using funds based in
the Channel Islands, but these
will be unable to qualify for the
UCITS privileges from next year
and the guessing in London is
that most of them will switch
their operations to Luxem-
bourg. So far, the rush to set up
funds in Luxembourg has come
from the Federal Republic of
Germany, the United States,
Japan, Switzerland and the
Scandinavian countries.

The swiftness with which
the Luxembourg Government
has moved to exploit the UCITS
directive is impressive and
says much for its determina-
tion to seize a leading role
when the E.C.’s financial ser-
vices sector is opened up into a
single market by 1992. But
“early pace-setters are not al-
ways good stayers and there is
more than one horse in the
race,” comments a London
banker, who goes on to make
the point that the more suc-
cessful Luxembourg is in luring
funds over the next year or so,
the greater the possibility that
the other E.C. member states
will seek to neutralize its ad-
vantages. This could happen in
two ways: Either Britain and
others will allow commensu-
rate breaks to their own funds
or the Community will estab-
lish a common set of banking
and investment regulations
that will force Luxembourg to
toe the line.

Much of the same could hap-
pen with respect to Luxem-
bourg’s jealously guarded bank
secrecy practices. A bank offi-
cial in the Grand Duchy agrees
that these are ‘“real threats”

and it is certainly true that the
Luxembourg Government will
fight hard to oppose any ero-
sion of its privileges—in which
crusade it will ironically have
the backing of Britain over
some issues.

But in the long run it seems
probable that Luxembourg will
have to fight its corner on the
performance of its fund manag-
ers and without the benefit of
any significant tax concessions.
This does not seem a major
deterrent. The Luxembourg
funds have proved relatively
conservative investors in re-
cent years and this served
them well during the world-
wide stock market crash last
year. “The record bears com-
parison with any in Europe
over a three-year to five-year
view and shows real flexibil-
ity,” says a British banker, add-
ing that “in any case, the speed
with which Luxembourg has
risen to the UCITS challenge is
going to do a lot to enhance its
reputation.”—ALAN OSBORN

BRUSSELS
A Sabena
Merger?

fine of $120,000 is no

big deal for a company
with revenues approaching
$100 million a year, but this
penalty, placed on the Belgian
airline Sabena by the E.C.
Commission in November was
meant more as a ‘‘warning
shot” than a punishment, said
the Commission.

The reason for the penalty
was that Sabena had been
found to violate E.C. compe-
tition rules by refusing to list
the Brussels-London flights of
a small Irish airline on its com-
puter reservation system. The
warning in this case was mainly
directed at the operators of
other major airline reservation
systems, who, the Commission
believes, also contravene its
rules. These were drawn up
earlier this year to eliminate
practices that, in the words of
an E.C. official, “exist to pro-
tect the major carriers from
competition.”” The fine on

Sabena has hardly sent shock-
waves through the European
airline industry, but has served
as an uneasy reminder to the
major carriers of both the pow-
ers and the determination of
the E.C. to liberalize civil avia-
tion within the Community.
The E.C.’s first steps to
open up the airline business
were agreed a year ago and
basically provide carriers with
some limited ability to cut fares
while allowing new companies
to enter the market and exist-

will need to be convinced: Al-
ready for some time now, the
company’s long-term strategy
appears to have been con-
ducted on the basis that mas-
sive changes in the organiza-
tion and operations of Europe’s
major air carriers will flow logi-
cally from the wave of fierce
new competition about to
break on the industry.

Sabena has some unique as-

ing carriers to extend their
routes. Even if the recent fine
is something more than a
“warning shot,” it falls far
short of the total liberalization
sought by the Commission.

The energy shown by the
present Commission in press-
ing for an end to all restrictions
and regulations in this most
heavily protected of European
industries may not necessarily
carry over to the new team
taking office in Brussels at the
beginning of 1989, but it would
be a rash airline man who bet
onit. For, if the proposed Euro-
pean single market is to be
fully achieved by the end of
1992, freedom in the skies will
certainly have to form a part of
1t

An almost inevitable conse-
quence of this market will be
the disappearance of ‘‘na-
tional” air carriers in their
present form and the emer-
gence of “truly Community air-
lines, on whose behalf rights
would be traded with non-E.C.
countries at E.C. level,” says
Stanley Clinton Davis, the E.C.
Commissioner responsible for
transport policy. It is not a
development of which Sabena

sets in that it provides the ma-
jor air bridge between Europe
and Africa and is said to oper-
ate the largest catering and
servicing organization in the
Community. More important,
it has carried out an enormous
aircraft investment plan in re-
cent years, which, by the early
1990s, will give it the most
modern fleet in the E.C. with
five new European Airbus air-
craft and 23 new 737-series
medium-jet airliners. Never-
theless, it will remain sur-
rounded by far larger oper-
ators—like British Airways,
Air France and Lufthansa—
who all have significant domes-
tic operations to sustain their
competitive challenge.

The logic for Sabena is
clearly in a full or partial
merger with similar-sized air-
lines, such as the Dutch airline,
KLM, Scandinavia’s SAS, or
Swissair. For several years
now, Sabena has courted these
and others, including Air
France and Lufthansa, earning
itself a reputation as “the in-
dustry’s most willing bride,” to
quote an SAS executive. The
Belgian Government, which
holds 54 percent of the Sabena
equity, is no keener than any-
one else to see its national
treasure ‘‘taken over.” At
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Sabena’s annual meeting in
June, its chairman Carlos van
Rafelghem said that he ideally
would like to see an association
between the Belgian airline,
KLM and Swissair.
Negotiations between the

Changing
The Law

he Irish Government will

have to change its 19th-
century laws criminalizing ho-
mosexual acts following a judg-
ment by the European Court of
Human Rights. This ruled that
the Irish laws infringed on the
right to privacy of the plaintiff,
Senator David Norris, a
founder of the Irish Gay Rights
Movement.

Norris, who also is a mem-
ber of Ireland’s tiny Jewish
community and a well-known
Joyce expert who lectures in
English at Trinity College in
Dublin, began his case 11 years
ago in Irish courts. It aroused
considerable interest in a coun-
try in which the overwhelming
Catholic ethos has until re-
cently found the whole idea of
“gay rights” somewhat dis-
tasteful.

Indeed, the Norris case,
which claimed that the crim-
inalizing of homosexual acts—
even those in private—was an
infringement of his rights to
privacy under the Irish Con-
stitution, was thrown out by
judgments in the High Court
and the Supreme Court, which
made explicit reference to con-

three companies—and oth-
ers—have been conducted in-
tensively throughout the fall
with little to indicate the ulti-
mate result. Meanwhile, partly
because of the change in gov-

European airline
liberalization may
bring about “truly
Community
airlines.” In
preparation for this
possibility, Sabena is
discussing merger
options with several
other European’
carriers.

COURTESY SABENA BELGIAN WORLD AIRLINES

demnations of homosexual acts
in Christian teaching. The then
Supreme Court Justice, Tom
O’Higgins, now a judge at the
European Court of Justice, said
in 1982, when rejecting Sena-
tor Norris’s case, that the Irish
Constitution, which has a pre-
amble invoking the Blessed
Trinity, should be consistent
with Christianity.

The case then moved to the
Commission on Human Rights
in Strasbourg, where a similar
case, referred from Northern
Ireland, had succeeded against
the British Government a year
earlier. The chances of success
looked promising for Norris
because the anti-homosexual
laws dating from the last cen-
tury were similar in both the
Republic of Ireland and North-
ern Ireland.

The British Government had
wished to bring Northern Ire-
land into line with the more
liberal law in England and
Wales, which allowed homo-
sexual acts between consent-
ing adults in private, but had
backed down in face of a deter-
mined “Save Ulster from sod-
omy”’ campaign led by the re-
doubtable Reverend Ian
Paisley. Following the Stras-
bourg -verdict, the amended
law was introduced in North-
ern Ireland. On the face of it,

ernment in Belgium from a
center-right to a right-left co-
alition, but perhaps more im-
portantly in order to lessen the
scope for a foreign predator to
build a controlling shareholding
in secret, the long discussed
plans to float off the govern-
ment’s holding in Sabena to
private investors have been
put into cold storage.—ALAN
OSBORN

ROME
Secret
Voting

talian political attention
lately has been mainly fo-
cused on two topics: the aboli-
tion of the so-called ‘“‘secret

therefore, the Norris case had
a favorable precedent.

Meanwhile, the Irish Gov-
ernment lawyers argued that,
unlike in Northern Ireland, the
laws in question were not en-
forced in the Republic against
adults who engaged in homo-
sexual activity in private. Law-
yers for Norris, however, ar-
gued that he suffered from
nervous strain from the uncer-
tainty of prosecution and from
the stigma of his private ac-
tions being officially described
as ‘“‘criminal.”

The finding in favor of Sena-
tor Norris has naturally been
welcomed by the various gay
groups in Ireland and, as no
further appeal is possible, the
Irish Government is obliged to
change the legislation or risk
being expelled from the Coun-
cil of Europe—under which
the Commission and Court of
Human Rights operate.

This is not the first time that
the Strasbourg Court has
found against the Irish Govern-
ment, which has been obliged
in the past to change its laws
relating to legal aid and to il-
legitimacy following unfavor-
able judgments. A case to force
the Irish Government to
change the constitutional ban
on divorce failed two years ago
in the Court of Human Rights,

ballot” in the Italian Parlia-
ment and the sudden overtures
in the already good relationship
between Italy and the Soviet
Union.

The end of the secret bal-
lot—a practice almost un-
known in other Western coun-
tries that allows senators and
representatives to “disobey”
their own parties’ strategies
and policies by casting their
vote incognito—has been
greeted favorably by the ma-
jority of Italian public opinion.
By taking recourse to the se-
cret ballot, the so-called
franchi tiratori (which could
be translated as snipers on the
loose who belong to the Gov-
ernment coalition) have in the
past been able to defeat laws
proposed by the Government,
or to turn down international

however, which ruled that its
Convention did not lay down a
definite ' right to re-marry. A
ruling in favor of divorce would
have placed the Government in
a dilemma, for an attempt in
1986 to remove the constitu-
tional ban in a divorce referen-
dum was outvoted two to one.

Changing the law on homo-
sexuality will not require a con-
stitutional referendum. The
backlash that might be ex-
pected from ultra-Catholic
organizations can be fended off
by the plea that there is no
choice if Ireland is to remain in
the Council of Europe, of which
it is a founding member. In the
past, Ireland has used the Con-
vention of Human Rights to
have Britain condemned by the
Commission for illegal use of
torture against Republican sus-
pects in Northern Ireland, a
verdict later reduced by the
Court of Human Rights to “in-
human and degrading treat-
ment.”

For Senator Norris, the im-
portance of the favorable out-
come in Strasbourg “will not
be confined to gay people but
will be an important move to-
ward a more tolerant vision of
our society. A gain in the dig-
nity and rights of one group
enhances the dignity and rights
of everyone.”—JOE CARROLL
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The Sacred
Island

he island of Patmos, re-
nowned as the place
where St. John wrote the Book

tus among Greece’s 200-odd
inhabited islands. By par-
liamentary decree, it is offi-
cially a Holy Island and the
fortified monastery, founded in

visionary, still flies the yellow-
and-black flag of the Byzantine
Empire. This year, the monas-
tery of St. John the Divine cele-
brated its 900th anniversary
with a flurry of scholarly activ-
ity that was capped by a visit
from the ecumenical Patriarch
Dimitrios, head of the Eastern
Orthodox Church.

The Patriarch’s seat is in
Istanbul, Turkey, a hangover
from Byzantine times. At times
of tension between Greece and
Turkey, when it seemed that
the Patriarchate might be up-
rooted, there were suggestions
that it should be moved to Pat-
mos. For the monastery,
founded by the Blessed
Christodoulos in'988 A.D. with
special permission from the
Emperor Alexius, had become
a place of refuge during Otto-
man rule in the Aegean and
grown wealthy by running its
own merchant fleet, which of-
ten sailed under the protection
of the Pope. But the rap-
prochement in the Aegean has
brought a marked improve-
ment in relations between
Turkish authorities and the Or-
thodox Church, enabling Patri-
archate officials to assure that
Patmos will remain simply a
place of pilgrimage.

Patmos was packed with vis-
itors for the anniversary cele-
brations, welcoming among
them an international group of
Patmologists—scholars who
study the monastery’s unique
collection of centuries-old
manuscripts and books—and a
group of environmentalists,
who both held conferences to
mark the anniversary.

The island’s population dou-
bled to around 5,000 on the

of Revelation, has a special sta- |

memory of the New Testament | .

“

Greek island of Patmos.

COURTESY GREEK NATIONAL TOURIST ORGANIZATION

St. John is said to have written the Book of Revelation at the monastery of St. John the Divine on the

weekend of the Patriarch’s ar-
rival. Almost everyone on the
island turned up at the harbor
to welcome Dimitrios as he
came down the gangplank of a
Greek cruise ship, followed by
more than 50 Orthodox bish-
ops and representatives of
other Christian churches, their
robes fluttering in a stiff Ae-
gean breeze. To loud applause,
the Patriarch reaffirmed Pat-
mos’ role as a sacred island
where piety should be encour-
aged and tourism restrained to
maintain Patmos’ traditional
form as a gift for all humanity.

Patmos’ reputation for tran-
quillity has encouraged both
Greeks and foreigners to buy
and restore traditional man-

sions in the village clustered
around the monastery, which is
set on a hilltop dominating the
island. Despite its remote loca-
tion—10 hours by steamer
from Athens—as well as a ban
on discotheques and nude
swimming, however, the island
is now starting to attract large
numbers of visitors; tourism is
the main source of income for
residents and an airport is
planned. Nevertheless, since
the monastery and its 30
monks are included in all deci-
sion-making for the island, it
seems likely that hotel con-
struction will be limited.
Throughout the Patriarch’s
visit, crowds followed him
around the island, packing the

chapels and courtyards of the
monastery where he spoke and
overflowing out of the cave
where, in 95 A.D., St. John is
said to have heard a great voice
as of a trumpet telling him to
record what he saw. Dimitrios
used that occasion for his
sharpest sermon of all, speak-
ing out against wasteful ma-
terialists who abuse the envi-
ronment and warning that the
Book of Revelation described
the world after it had been
looted and ruined by man. His
answer to the problem was a
return to more ascetic values,
not just to attain spiritual per-
fection and freedom, but also
to save the creation.—KERIN
Hore
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COURTESY SOVIET EMBASSY

Soviet leader Mikhail Gorbachev.

COURTESY EMBASSY OF ITALY

Italian Premier Ciriaco De Mita.

agreements that only needed
to be ratified. Countless Italian
Prime Ministers have had to
resign because of this way of
voting, and the secret ballot
has been considered one of the
main causes for the continuous
changes of Governments:
There have been over 40 Gov-
ernments since the beginning
of the Italian Republic at the
end of World War II.

The hope is that from now
on, since representatives and
senators will be obliged to vote
openly and respect their own
party’s wishes, there will be
fewer surprises and longer-
lasting Governments and
Prime Ministers. On an inter-
national level, this move will
undoubtedly improve Italy’s
image and its international
relationships. Domestically,
too, there should be an im-
provement in the trust be-
tween congressmen and their
constituencies. Until now,
members of parliament could
not be tracked by their elec-
tors, who also never knew for
sure how their representatives
and senators had voted.

The introduction of the open
ballot, a real milestone in the
history of Italy, has not been
easy. The left- and right-wing
parties fought it alike, for the
secret ballot had been a prime
tool in provoking governmental
crisis. In order to adopt the
open ballot, Christian Demo-
cratic Prime Minister Ciriaco
De Mita had to compromise in
the end, agreeing that the se-
cret ballot would be maintained
on specific issues, such as
amendments to the Constitu-

tion,

Meanwhile, the new open-
ness in the Soviet-Italian rela-
tionship has been looked upon
with interest and some unde-
clared concern by some of
Rome’s traditional allies, in
particular the United States.
De Mita’s willingness to give
credit to Gorbachev’s peres-
trotka, without, of course,
casting any doubt on the Atlan-
tic alliance, seems to have the
support of several other West
European countries: French
President Frangois Mitterrand
and West German Chancellor
Helmut Kohl both are taking
the same view.

Possible agreements be-
tween Moscow and Rome have
been pinpointed in the eco-
nomic field. The starting point
of this new era has been Italia
2000, the huge Italian trade
fair in Moscow that took place
during De Mita’s visit to the
Soviet Union and at which all
the top political and business
representatives—among them
Fiat’s Gianni Agnelli,
Montedison’s Raul Gardini,
Finivest’s Silvio Berlusconi and
IRI’'s Romano Prodi—were
present. The fair is to become
permanent and many impor-
tant contracts have been
signed between the two coun-
tries. Gorbachev even sug-
gested that an Italian astronaut
be invited to fly in a Soviet
spaceship. Italian satisfaction
at this positive visit and ex-
change was evident in De
Mita’s statements afterward,
which termed the ‘“East-West
detente as mutually benefi-
cial.”—NiccoLo DraQuiNo

MADRID
High-Level
British Visits

isitors to Spain who want

to find out what is fash-
ionable on the diplomatic front
can usually get a good idea by
checking out the Corte Ingles,
the country’s most successful
department store and biggest
privately owned business. This
fall, Corte Ingles stored goods
from Great Britain featured na-
tionwide. And why not? Official
visits by British Prime Minis-
ter Margaret Thatcher in Sep-
tember and Queen Elizabeth II
in October gave Britain such a

high profile that Corte Ingles
could even overlook Thatch-
er’s promotional visit to chief
competitor Galerias Preciados,
bought last year by a British
firm. ‘
For Spanish commentators,
the two visits—especially that
of Queen Elizabeth, the first
ever to Spain by a reigning
British monarch—served to
cement friendly bonds between
the two former naval empires
whose best-known encounters
were distinctly unfriendly.
During a five-day tour hosted
by her third cousin, Spain’s
King Juan Carlos, Queen Eliza-
beth visited Madrid, Seville,
Barcelona and Majorca. She
also stopped at El Escorial, the
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What sort of people need to learn a
foreign language as quickly and effec-
tively as possible? Foreign service per-
sonnel, that’s who.

Now you can learn to speak
French just as these diplomatic per-
sonnel do—with the Foreign Service
Institute’s Basic French Course.

The U.S. Department of State has
spent thousands of dollars developing
this course. It’s by far the most effec-
tive way to learn French at your own
convenience and at your own pace.

The Basic French Course consists
of a series of cassettes and an accom-
panying textbook. Simply follow the
spoken and written instructions, listen-
ing and repeating. By the end of the
course, you'll be learning and speak-
ing entirely in French!

This course turns your cassette
player into a ‘‘teaching machine.”’
With its unique ““pattern drill”’ learning
method, you set your own pace—test-
ing yourself, correcting errors, rein-
forcing accurate responses.

The FSI’s Introductory Basic French
Course comes in two parts, each
shipped in a handsome library binder.
Part A introduces the simpler forms of
the language and a basic vocabulary.
Part B presents more complex struc-
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Speak French
like A diplomar!
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tures and additional vocabulary. Order
either, or save 10% by ordering both:
[ Basic French, Part A. 12 cassettes
(15 hr.), and 194-p. text, $195.
[ Basic French, Part B. 18 cassettes,
(25 hr.), and 290-p. text, $175.
(CT residents add sales tax.)
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TO ORDER BY PHONE, PLEASE CALLI
TOLL-FREE NUMBER: 1-800-243-1234

To order by mail, clip this ad and send
with your name and address, and a
check or money order—or charge to
your credit card (VISA, MasterCard,
AmEX, Diners) by enclosing card num-
ber, expiration date, and your sig-
nature.

The Foreign Service Institute’s
French Course is unconditionally
guaranteed. Try it for three weeks. If
you’re not convinced it's the fastest,
easiest, most painless way to learn
French, return it and we’ll refund every
penny you paid. Order today!

130 courses in 46 other languages
also available. Write us for
free catalog.
Our 16th year.

Audio-Forum
Room B411
96 Broad St.
Guilford, CT 06437
(203) 453-9794
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Queen Elizabeth II’s visit to Spain in October was the first ever to that country by a British monarch,
showing that, despite some differences, relations between the two countries are generally good.

mountain palace from which
the Spanish King Phillip II
planned his attempted con-
quest of England with the In-
vincible Armada 400 years
ago.

But if the two countries have
had some historic clashes, their
monarchs have frequently
been closely linked—often by
marriage. The first time the
two royal houses met at the
altar was in 1170, when Prin-
.cess Eleanor of England mar-
ried Alfonso VIII of Castile.
The latest was when King Juan
Carlos’ grandmother, the for-
mer Princess Ena of England,
married Alfonso XIII and be-
came Queen Victoria Eugenie
of Spain.

Relations today are gener-
ally good but only slightly less
complex, and there are plenty
of friendly differences. Britain
and Spain are both allies in the
North Atlantic Treaty Organi-
zation (NATO) and military ties
could be strengthened by
Spain’s expected acceptance
into the Western European
Union. Still, in an interview on
Spanish national television,
timed to coincide with her two-
day visit, Thatcher made clear
her reservations about the
anti-nuclear arms policy of
Felipe Gonzélez, the head of

Spain’s Socialist Government.-
For, while Spain technically
does not allow nuclear weap-
ons on its territory, in its wa-
ters or in its airspace, it does
not ask NATO allies whether or
not passing ships and aircraft
are so armed.

Thatcher and Gonzalez also
display different visions of the
European Community’s future.
Gonzalez favors a more active
E.C. role, especially in provid-
ing funds to develop the eco-
nomically poorer regions of
Spain, Portugal, Greece, Italy
and Ireland. Thatcher is much
more wary of the growth of the
European bureaucracy, and
preaches against a central
monetary system because she
believes it could infringe on in-
dividual national sovereignty.

Despite much mutual ad-
miration, there are nagging
stereotypes to be overcome in
both countries. The old Span-
ish image of the British as oh-
so-gentlemanly pirates has
been challenged by the inva-
sion each year of more than 7
million British tourists, many
of them on package tours seek-
ing an excessive combination
of sun, beaches, cheap booze
and sex. At the same time,
English excellence is recog-
nized. The Corte Ingles, for

example, refers to the “Eng-
lish Cut” in clothing.

While bad press based on
past antagonisms can fade with
time, there is one historical
legacy that remains a real
stumbling block to a full and
happy relationship between
Spain and Britain: Gibraltar.
Spain has never relinquished
its claim on the tiny colony at
the peninsula’s southern tip,
which it ceded to Britain in
1713 by treaty after losing the
War of the Spanish Succession.
Britain has said that Gibraltar
will remain British until its
30,000 inhabitants decide oth-
erwise.

While its location overlook-
ing the narrow Mediterranean
entrance to the Atlantic no
longer has major military im-
portance, the Rock remains a
thorn in Spain’s side—an
“anachronism,” as the presi-
dent of Spain’s senate told the
Queen. The ‘‘Spanglish’’-
speaking Gibraltarians, on the
other hand, say that incorpora-
tion into Spain would doom
their unique cultural mix of
Britons, Spaniards, Maltese,
Genoans, Moroccan Jews and
Hindus.

The monarchs themselves
expressed optimism that talks,
which began four years ago,

would lead to an eventual reso-
lution of the dispute. “We are
confident that our growing mu-
tual understanding will enable
us to deal with the one remain-
ing problem that exists be-
tween us,” Queen Elizabeth
told King Juan Carlos in re-
marks that British commen-
tators said went beyond any
previous official statements.
Her cousin, meanwhile, talked
about “the friendly surmount-
ing of this problem in accor-
dance with the logic of his-
tory.”

Until then, differences over
Gibraltar will continue to spill
over into fora like NATO, in
which Spain refuses to recog-
nize any Gibraltar-based Brit-
ish command, and the E.C,,
where the colony’s rejection of
a Spanish-British airport
agreement has threatened a
plan designed to lower airfares
within the Community.—RICH-
ARD LORANT

CORRESPONDENTS

LEIF BECK FALLESEN is the eco-
nomic director of the Borsen
newspaper in Copenhagen.

DIANA SMITH is the Lisbon cor-
respondent for the Financial
Times.

WANDA MENKE-GLUCKERT is a
freelance writer based in
Bonn.

KERIN HOPE is a correspondent
for Associated Press in Ath-
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Brussels for The Daily Tele-
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BRIGID JANSSEN is a freelance
writer based in Paris.
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Finally! Foreign-Language 32\
Cassettes For
Smile A Lot.

I/ou ‘re in Europe . . . at a
restaurant, in a shop, on a train.
Someone says something to you
(at a speed exceeding 90 miles
an hour) and you don’t under-
stand a word. Even though
you've studied the language, all
you can do is smile.

Now there's a way to avoid
"language shock.” With '
European-produced
audio-magazines from
Champs-Elysées Inc., you can
dramatically improve your
language comprehension and, in
the process, fine-tune your
accent and enlarge your
vocabulary.

Unlike other language cassettes,
our audio-magazines are sold by
subscription. In lively monthly
editions produced by some of
Europe's most popular broad-
casters, you'll hear the language
as it's really spoken. Each hour-
long program brings you inter-
views with celebrities and
newsmakers, selections of
popular music, and conversation
about politics, sports, books,
movies, art exhibits, places to
go, and things to do.

To help you learn as you listen
every edition comes with a
word-for-word transcription,
including a vocabulary
section of difficult words
and phrases. Study
supplements, priced
separately, offer pre- and
post-listening exercises.

Listen at home,-while jogging, or
on the way to work. You'll be
amazed how quickly

your language skills
improve.

La France en cassettes!
Whether it's counting the

returns in France's =
legislative elections or \\_.Q
counting calories with

pastry chef Gaston

Lenétre, top-rated French radio
and television personality
Georges Lang serves up pro-
grams that are upbeat and
endlessly fascinating.

—I've subscribed as a means of
brushing up on my French prior
to travel, and I've found

I only wish I'd had
something like this
while | was in school!

. _n Champs-Elysées to be
///“:% absolutely invaluable.

%

WSt
aans O
 prése™

sted
Sl o
of B N\

S

oot W

a
® etovs M B N et
st e X2 o

AR onh eV S S0 g %Y ity 100 8
| oot o287 oot T qent VT ls

A.M., Reno, Nevada

Aktuelles, Kultur und Schlager.
Postcard scenery and high-
tech industry. Music

tions. Not to
mention countless
dialects! Axel Fitzke
heads a team of correspon-
dents in Germany, Austria,
and Switzerland who
examine the vivid con-
trasts of German-
speaking Europe.

—[Schau ins Land] is proving to
be the perfect way to maintain
and improve my German skills.
The way you choose different
contributors is excellent. Some
of the dialect is really challeng-
ing but that's great.

R.L., Evergreen, Colorado

MONEY BACK GUARANTEE

Subscribe now and receive 11
monthly editions, including a com-
bined June-July issue, for just
$109. Or, try 5 editions for $63. If
you're not completely satisfied
with your first program, call for a
full refund.

Send check or money order to:

Champs-Elysées, Inc.
Dept. ER

PO. Box 158067
Nashville, TN 37215-8067

festivals and anti-
\-'\ nuclear demonstra-

L

FOR FASTER SERVICE, ORDER BY CREDIT CARD
1-800-824-0829

(VISA AND MASTERCARD ACCEPTED)

CHAMPS-ELYSEES, Incorporated

r-----------—---—---—--—-----------

Su puerta al mundo hispénico.
Host Ifiaki Gabilondo is un-
doubtedly Spain's most popular
radio and television journalist. In
programs that feature numerous
interviews with policymakers and
trendsetters, he explores the rich
traditions and new directions in
Spain and Latin America.

—I expected [Puerta del

Sol] to be good:; it is far

better than | had hoped.
Your materials, both tape-

recorded and written, are a

magnificent accomplishment. . .
They combine entertainment with
instruction on a world-class level
of quality. Ifiaki Gabilondo is the
epitome of perfect pronunciation
and style.
K.P., Albuquerque, New Mexico

| am ordering:

] Champs-Elysées (French)
[J Schau ins Land (German)
[J Puerta del Sol (Spanish)

[0 5 editions ($63) [J 11 editions ($109)
[J Study guide ($20) (] Study guide ($44)

Tennessee residents add 7.75% sales tax

Send to:
Name

Address
City/State/Zip




U.S.-E.C. RELATIONS/TRADE

THE KEY ISSUES

IN REFORM

POLICIES

FOR AGRICULTURE

THE TWO MAIN PLAYERS HAVE MUCH AT

STAKE.

FRANS ANDRIESSEN

gricultural issues are of key in-

terest on both sides of the Atlan-

tic from several points of view:
e We both have come to accept that our
domestic agricultural policies are not
dealing adequately with the disequilibria
between supply and demand; they there-
fore have to undergo major reforms.
e The imbalances on domestic markets
have major spillover effects on interna-
tional trade. They also create major ten-
sions in our bilateral relations with the
inherent danger of proliferating into
other trade areas.
e We are the main players in international
trade in agriculture. From there derives
not only the significance of our actions for
the world market but also a key respon-
sibility for sound international trade
rules.

We have therefore important common
interests at stake, although the ongoing
debate reflects more the frictions be-
tween us than the similarities. But this is
a feature often observed in overall good
relations between trading partners.

In the United States, there is a ten-
dency to attribute to the European Com-
munity the major responsibility not only
for international agricultural problems,
but also for a large part of U.S. problems
in the farm sector. It is pointed out that
the E.C., because of its price-support
mechanisms, is creating oversupplies that
it then dumps at subsidized prices onto
the world market. In addition, the E.C. is
criticized for closing its own market to
access from other countries. This percep-
tion overlooks the fact that the E.C. is the
world’s biggest importer of agricultural
products and—by the way—the Ameri-
can farmers’ best customer. Even since
the United States has a deficit with the
E.C. inits overall trade balance, it still has
a surplus in its agricultural trade with the
Community.

What is also overlooked in the argu-
mentation is the fact that many features

Frans Andriessen is the E.C. Commission Vice-
President responsible for agriculture.

of U.S. agricultural policy bear consider-
able similarities to our own:

e Support to farmers’ incomes primarily
through the prices for farm products:
Deficiency payments and loan rates are
after all subsidies via the price for prod-
ucts.

e Maintenance of those prices at levels
that, with the introduction of modern
farming techniques, have led to increase
in supply much greater than demand.

e On both sides, expenditure for agricul-
ture has considerably increased over the
past years: In the United States, outlays
for price and income support for its farm-
ers have risen since 1981 from $4 billion
to $25 billion this year.

In the E.C., support has during the
same period increased from $13 billion to
$26 billion. It has to be taken into ac-
count, however, that during this doubling
of expenditure three new member states
have joined the Community. The in-
creases in expenditure have led some
people to say that it seems that producers
were farming the government, this being
more profitable than plowing the fields.
Although this is a cynical comment, it
points at a compelling reason for reform
of agricultural policies.

The Community is engaged since the
middle of the 1980s in major reforms
based on three principles:

e Giving the market back its role of ori-
enting production. This involves not only
price decreases in real terms for cereals,
oilseeds, meat and milk, but also correc-
tions to the intervention mechanism in
order to provide limits for outlets.

e Budgetary discipline, which has now—
following the decisions of the European
Council in February this year—force of
law. The maximum annual amount of ex-
penditure until 1992 is subject to clearly
defined fixed limits.

I therefore cannot accept the argu-
ment put forward by Carlisle Runge—the
special assistant to the U.S. Ambassador
to the General Agreement on Tariffs and
Trade (GATT)—in the latest issue of For-
eign Affairs, that the E.C.’s budget com-
promise on agricultural spending does not

offer real prospects for enhanced budget
discipline. It is not simply a “drop of
water on a hot stone.” It creates on the
contrary the framework within which in-
struments have been introduced that as-
certain that budgetary discipline is trans-
posed into sectoral measures. So-called
“stabilizers” are built into the price re-
gimes for the main commodities, which
will automatically lead to price cuts if
production exceeds the established quan-
tities.

On the other hand, in order to make a
market-oriented agricultural policy bear-
able for our farmers, particularly those in
the most disadvantaged areas, we have to
rely more on structural policies. It must
not be forgotten that as a result of the
enlargement of the E.C. to include Spain
and Portugal, the number of small farms
with less than 20 hectares has risen from
4.3 million to 7.6 million.

Accompanying measures are therefore
established that comprise inter alia com-
pensatory allowances for farmers in hill
and mountain and less-favored areas, the
introduction of an aid scheme to encour-
age farmers to stop farming and a set-
aside program. There are also proposals
for income aids on the table as a comple-
ment—not a substitute—for more realis-
tic market management.

The enhanced role the E.C. needs to
give to structural policy is equally re-
flected in the decisions of the European
Council of February. As a complement to
budgetary discipline, the financial re-
sources of the structural funds will be
almost doubled by 1993, in recognition of
the fact that the improved structural ac-
tion is the prerequisite for social cohesion
in the E.C.—an objective that is explicitly
enshrined in the Single Act, adopted in
1986 by our Heads of State.

The issue of a viable future for our
farmers and, more widely, of the perspec-
tives for the rural world in Europe is
thereby placed in a context that goes
beyond the debate of purely agricultural
problems. What is required is an inte-
grated approach, which encompasses the
coordinated use of the policy instruments
at our disposal so as to ascertain a solid
socioeconomic basis in all parts of the
Community. This is the underlying princi-
ple of the policy the Commission has
defined in July for the future of the rural
world.

In this context it is important to point
out that the commitment to improved
policies does not imply that they will
become more bureaucratic and more cen-
tralized. British Prime Minister Margaret
Thatcher recently has missed no opportu-
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nity to point out that she has not “suc-
cessfully rolled back the frontiers of the
state in Britain, only to see them reim-
posed at a European level, with a Euro-
pean super-state exercising a new domi-
nance from Brussels.” There is a
profound misunderstanding at the basis of
such statements: It is the declared and
practiced principle of the Commission to
enhance competition, to favor entrepre-
neurship, to limit central regulation to the
minimum level required for coherence
and to give regions a greater say in the
management of the means provided for
stimulating their economic development.
We are aiming precisely for that in our
policies, be it in our new legislation on
structural funds or in other areas.

Let me give you some examples of

what the reform process means in prac-
tice in key sectors:
e In the dairy sector, where we intro-
duced quotas and other restrictive mar-
ket measures, the quantity of milk col-
lected will fall from 103.7 million metric
tons in 1983 to 93 million tons in 1989, a
drop of 11.3 percent. On the basis of past
trends, if the E.C. had not introduced
quotas, the quantity of milk collected
would have been 121 million tons in
1989.

Butter production in 1989 will be
600,000 tons down on 1983 (for compari-
son, the world market in butter involves
some 1 million tons). Public stocks of
butter, which had reached 1.3 million tons
in 1986, will be considerably below
200,000 at the end of 1988. It is worth
mentioning that this reduction of stocks
was carried out without burdening the
world market. The dairy herd will have
been reduced by nearly 20 percent, or
almost 5 million cows, by 1989 compared
with 1984.

o In the cereals sector the measures taken
so far, namely price reductions, tighten-
ing of quality criteria and changes to the
intervention arrangements, caused prices
to drop an estimated 25 percent in real
terms between 1984 and 1987. In addi-
tion, the European Council decided in
February 1988 to adopt a new instru-
ment, the so-called “maximum guaran-
teed quantity.” This was set at 160 mil-
lion tons for the whole E.C., i.e. nearly 14
million tons less than the best harvest up
to now and over 25 million less than the
forecasts drawn up by all the research
organizations. If production exceeds this
amount, producers will automatically be
confronted with price reductions that
over the next four years could be as much
as 14 percent.

o In the otlseeds sector we also introduced
maximum guaranteed quantities, well be-
low previous production levels, which, if

exceeded, will trigger severe price reduc-
tions.

Similar proposals have now been put on
the table for beef and sheepmeat. The
beef sector is of particular importance for
this country, representing more than one-
third of the total value of Irish farmers’
output. What we are aiming for is to
modify support in such a way that the
market will play a more decisive role.

In the light of all these measures there
can be no doubt that the E.C. is not for
“cosmetic changes,” but is reforming its
agricultural policy and is accepting that
sacrifices are required by its farmers. We
are actually now decreasing expenditure
for agriculture. Mainly due to increasing
world market prices for cereals, oilseeds
and dairy products, but also as a conse-
quence of our reform policies, we are now
in a position to reduce the agricultural
budget for 1989 by $1.7 billion. For
1988, we will spend $1.1 billion less than
planned in the budget. At the same time,
all stocks will either be sold or depreci-
ated at market value by the beginning of
1990.

But domestic aspects are closely linked
to international developments. This is in-
deed recognized by the commitments to
which the E.C., the United States and
their trading partners have subscribed in
the mandate worked out in 1986 at Punta
del Este, at the opening of the Uruguay
Round of multilateral trade negotiations
in GATT. The parties to the GATT agreed
that “there is an urgent need to bring
more discipline and predictability to
world agricultural trade by correcting
and preventing restrictions and distor-
tions, including those related to struc-
tural surpluses, so as to reduce the uncer-
tainty, imbalances and instability in world
agricultural markets.” The parties also
agreed to a standstill commitment on
restrictive trade measures.

Another international forum, the Or-
ganization for Economic Cooperation and
Development, concluded at its ministerial
meeting in 1987 that “the long-term ob-
jective is to allow market signals to influ-
ence the orientation of agricultural pro-
duction, by way of a progressive and
concerted reduction of agricultural sup-
port.”

As I pointed out before, the E.C. has
taken important steps toward reaching
these goals independently from the inter-
national debate. But in order to achieve
lasting improved balances at world level,
concerted actions are needed, to which all
parties should contribute. Signals from
Washington are—to put it mildly—not
always in the right direction. Since the
Punta del Este declaration, the United
States has expanded its export subsidies

via beefing up its Export Enhancement
Program and has considerably relaxed its
set-aside provisions.

The point is reached where the E.C.
cannot go further alone and where the
commitment of “concerted action” has to
be taken seriously by all of those who
have subscribed to it. We simply are not
credible toward our farming community if
we relieve markets by drastic measures
and find then that other trading partners
take advantage of our discipline by im-
proving their position on the world mar-
ket, for instance in the dairy sector.

Within the Uruguay Round negotiation
process, a great deal of preparatory work
has been done so far. Positions have been
clarified regarding the objectives as well
as the technical aspects of the negotia-
tion. It turns out that there is a certain
measure of similarity between the E.C.’s
position and that of other parties, notably
the countries within the Cairns Group and
in particular on measures with a short-
term effect on world markets.

I would like to emphasize the E.C.’s
contribution to the GATT negotiating pro-
cess: With regard to short-term mea-
sures, we cooperate actively with the
ongoing work for establishing a workable
measurement unit for the reduction of
support, as a prerequisite for concrete
measures to be taken. With regard to
long-term measures our proposal is based
on three elements:

e a further and significant reduction of
support;

e establishing a reequilibrium of support
and of external protection;

o the strengthening of GATT rules.

The definition of concrete measures or
percentages has of course to be a matter
of negotiation and cannot be fixed as an
advance down payment to be given by the
Community . . .. In my view, results on
the long term are only possible if there is
a gradual process of reductions of sup-
port.

A relationship of the dimension of the
one between the E.C. and the United
States is bound to reflect to a large de-
gree tensions created in the final analysis
by the pursuit of domestic economic in-
terests.

Negotiators on both sides have to take
them into account. But they have also to
keep in mind overriding interests of their
societies. The United States and the E.C.
also bear responsibility internationally.
That is why we are both convinced that
the multilateral framework is the right
one to solve problems. Let us persevere
in serious efforts in that framework and I
am convinced that solutions can emerge
to the benefit of all. €
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BUSINESS/SINGLE MARKET

THE IMPLICATIONS
1992 FOR U.S.
BUSINESS

FRONTIERS

mong Europeans, 1992 has become a major and
~ sometimes almost obsessive topic of conversa-
. tion. In the United States, in contrast, the E.C.’s
decision to move to a single market in four years is only
slowly taking hold as a potential trade and political issue
among government officials and politicians, corporate
executives and in the news media.

Recently, the National Planning Association, a private
non-profit study group that dates back to the New Deal
era, published a book on the effects of 1992 on U.S.
business, titled ‘“The 1992 Challenge from Europe.’”’ The
author of the study was Michael Calingaert, a U.S. for-
eign service officer with postings both in Europe and in
the State Department’s Bureau of Economic and Busi-
ness Affairs. For the past two years, he has been assigned
to the Planning Association under the State Depart-
ment’s Diplomat-in-Residence program.

In a recent interview with EUROPE, Calingaert dis-
cussed some of his findings. The interview was conducted
by Michael D. Mosettig, senior producer for foreign af-
fairs and defense at the MacNeil/Lehrer NewsHour.

In your conclusions, you say that the
major net result of 1992 is going to be
greater competition. Why is that?

It will make economic activity in the E.C.
as a whole, across borders, easier. It
means there are more players, or more
potential players. There are going to be
many more opportunities.

Is that good news or bad news for Ameri-
can firms?

I suppose both. I would say in the first
instance certainly good, because there
are opportunities and no reason why
American firms can’t participate and seek
to find a place in that market. It doesn’t
mean there is going to be free sailing all
the way. I think in many cases they will
find there is more competition than be-
fore. To some extent American compa-
nies have benefited from the existing
barriers simply because many of the mul-
tinationals have had experience and a
philosophy in dealing on a more global
basis. They will find that there are more
players and more competitors than there

were before.

Talking about barriers, let’s go through
your list of some of the various barriers
in terms of how their elimination is
going to affect American companies. To
start with, the regulation of services.
Primarily in the field of financial services,
Europe has been highly regulated on a
national basis so that companies essen-
tially had to deal with each country.
There was really little scope for operat-
ing across borders. That is something the
E.C. itself is recommending because it’s
quite clear in the White Paper [on com-
pleting the internal market] that it is
essential for a truly functioning single
market to eliminate these barriers. What
the E.C. is in the process of doing is very
revolutionary, essentially setting some
very general overarching standards and
regulations and saying that once any com-
pany or financial institution that is duly
registered in one country has abided by
these standards, it can operate across
borders. American interests are very
strong and highly represented in the fi-
nancial services area, and, by removing
those barriers, they could do much bet-
ter.

And the second group you talked about,
regulations and standards?

I think that the E.C. has made some
pretty good progress in reform. There
are obvious economic advantages to wor-
rying about one set of standards and
regulations rather than as many as 12.
There again, I think one has to stress that
these advantages are not solely for Amer-
icans, but for anyone there. But once an
American product, be it an exported one
or one produced there, is acceptable un-
der the standards of a particular country,
it should have free rein throughout the
Community.

What may be the trickiest of all is in the
area of public procurements.

I think the E.C. Commission is trying
very hard to make changes in that. There
are a whole series of measures that are
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on course. I think it will take a long time,
and it would be kidding oneself to believe
it will happen quickly. The relevance of
that for U.S. interests is somewhat less
clear because undoubtedly the liberaliza-
tion that takes place is going to be essen-
tially on an E.C. basis. It’s enough of a
shock to the E.C.’s system to move from
the national to E.C. level. But it does
mean that American firms that have sub-
sidiaries operating as European compa-
nies should have a fair shake at that
market. And the size of the market is
potentially enormous.

For the average outsider, when we talk
about creating a single market and all
that, the most visible example is the re-
moval of barriers to either goods or peo-
ple. I gather you think that's going to
have a less profound effect on outside
companies.

As it affects people, certainly, it is very
important and very delicate for the Com-
munity. But for outsiders, I think it will be
fairly marginal. On the movement of

goods across borders, yes, there are
costs involved and they are not inconsid-
erable. My feeling from talking to a lot of
companies is that they find it is something
manageable and that there are no other
issues that are more important to them.

And of course another one that is obvi-
ously going to attract a lot of attention,
but perhaps the attention will be dispro-
portionate to the real fact, is this ques-
tion of capital liberalization.

I think it is amazing that the E.C. has
gone as far as it has to phase out all the
restrictions. And for some of the coun-
tries with weaker currencies that is a
very strong step forward. For businesses,
most of the restrictions now are already
gone in most of the Community. So when
you talk to the top American firms, on the
whole they say: ‘“We’re not bothered be-
cause we can move capital in and out and
around, foreign capital for investment and
so on.” But certainly you can’t have a real
integrated market unless indeed there is

full freedom of capital movements.

In terms of a common legal framework
for outside companies, does that just
mean they won’t have to hire as many
lawyers, or is there going to be a more
serious effect?

Again, it’s an area where it simplifies a
company’s ability to do business. And to
the extent that laws are standardized, and
you can do something once rather than
more times, it reduces costs and facili-
tates business. Just to take one example,
trademarks. They are trying to work out
a common trademark regime. If you have
something you want to trademark, it is
easier to do it once at a centralized loca-
tion than having to go through that proce-
dure in all the countries.

You also analyzed the effect in some
magor sectors of the economy, starting
with automobiles.

There are really two main issues. One has
to do with the restriction of Japanese
imports. You have some countries with no
restrictions and some with severe restric-
tions. I would be very surprised if the
E.C. ended up with anything other than
E.C.-wide restrictions. But you have two
American companies that really have op-
erated on a pan-European basis in a way
that European companies strictly haven’t.
What is affecting all companies are regu-
lations, environmental and lots of other
kinds. The emission controls, I guess, are
the most visible. The E.C. has reached
some agreements, but you have very
strong and diverse views among the
countries. And even though they’ve come
to some agreement on the larger cars and
commercial vehicles, some of the coun-
tries have said, “nevertheless, we want
to apply even more stringent controls,”
which they can under the treaty [estab-
lishing the Community]. So, the manufac-
turers may find themselves in a circum-
stance where indeed there are different
standards and the problem they had still
exists. That sort of issue will be difficult
to resolve.

But you make that sound like it would be
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more of a problem for the European com-
panies than for Ford and GM.

It’s really there for anybody who wants to
deal in more than one market. If, to
oversimplify, you have a circumstance in
which all the restrictions are gone except
for continuation in the field of environ-
ment, then all those companies that are
producing inside the E.C. will face the
same competitive situation. There also
are some very sizable differences among
the countries in taxes—purchase taxes,
sales taxes, registration taxes. So one
would expect that with the formation of a
single market in automobiles on the one
hand, U.S. firms are well placed to move
ahead from where they are. On the other
hand, there certainly are great possibil-
ities for other domestic companies if they

want to take advantage of it.

The second is banks.

What is in the offing, and in all probability
is going to happen in the next few years,
is Europe-wide banking. There is a lot of
room in the banking sector. And Euro-
pean banks, as well as others, are looking
for ways to move beyond borders and
how best to position themselves in there.
Many of the U.S. banks have been quite
active in Europe in the whole post-war
period. It’s not clear that they have any
strong advantage in that market other
than their experience in operating more
globally than European institutions. But I
think that kind of advantage is declining.
The danger perceived for the U.S. bank-
ing institutions is this issue of reciprocity
that’s been raised and proposed directly.
Basically, isn’t this a distinction between
banking systems? We don’t have as much
of a national banking system as they do,
and our banking laws are different.
The idea behind the proposed banking
directive is that banks of foreign coun-
tries could operate on a Europe-wide ba-
sis if European banks could operate on
the same basis in their country. That
proposal is directed toward Japan. It’s
clearly an effort by the E.C. to get a

better deal in the Japanese market. The
problem from the U.S. point of view is
that the proposed regime through the
E.C. is more liberal than exists in the
United States because of legislation,
regulations and so on. But the proposal,
as I read it, is for new entrants. And that
seems to be what the E.C. was saying in a
statement released recently about the
external aspects of the internal market. If
that is the case, the vast majority of
potential U.S. banking institutions are
already inside the E.C. so that it should
not be a problem. But the situation is not
100 percent clear. That certainly is an
issue that is of great concern to U.S.
banking interests.

The third one is insurance.

The United States has not been that big a

U.S. firms must recognize that important
changes have taken place inside the Community.
They must recognize the process and inform
themselves. They must go through the entire in-
ventory of their operations, their locations, how
they distribute, whether and how much they ex-
port, contractual arrangements in the E.C., com-
munications systems, personnel and so on. 4

player in the European market as in some
other areas. It is very highly regulated
and is in the process of moving toward a
similar regime as has been proposed for
banking. And at least one of the big
American companies has put under one
roof, one umbrella, different national
organizations that, in turn, can service
the market. There will be opportunities
for American firms who are willing to
participate.

And the other major one was telecom-
munications.

What is going on in the E.C. is a very
exciting and broad-based effort, a very
complicated one and one that affects a lot
of long-standing ways of operating. But I
think that the key is that the E.C. has
recognized that things have to change. It
is not in Europe’s interest to maintain the
kinds of monopolies and controls that are
there. And if the E.C. does not move
toward a more liberalized regime, it will
be a drag on the ability of the E.C. to
compete.

How does an American firm strategize
for 1992?

Clearly, the starting point has to be that
important changes have taken place in-
side the Community. And it behooves

firms to recognize that process and to
inform themselves about what it consists
of. They have to review their entire oper-
ations, go through the entire inventory of
how they’re operating and where they
are situated, how they distribute,
whether they export, the extent to which
they export, what the contractual ar-
rangements are inside the E.C., what the
communications system is, personnel and
so on. And put that against a review of
what is happening in the Community. For
firms that are heavily involved, or poten-
tially heavily involved, that is a very elab-
orate process. But I think there is no
alternative to really going through mea-
sure by measure of what is on course
inside the E.C. and then putting that
against their operations to see how they
can best position themselves in what is
going to be a very new situation.

You deal a lot with American companies
with an interest in Europe. How do you
find the awareness level about 19927
Certainly the bigger firms that are well
established in the E.C. are well positioned
and well aware of the changes that are
going on and are making a major effort to
derive the best advantage they can from
that. Beyond that, I think there certainly
are a lot of companies in the situation of
recognizing and are beginning to ponder
what that might mean for them.

As a result of 1992, do commercial/eco-
nomic/financial factors become even
more important aspects of the United
States’ diplomacy in Europe than they
are now?

I think so. I would say over the past
several years, if not decade or more, that
the economic aspect of our relationship
has become increasingly important. The
economic relationship has grown and
there is an enormous amount of interrela-
tionship across the board. Much of it, the
vast majority, goes on without involving
governments or creating problems. I
think the political questions have gone
more into the background in part because
the E.C. has succeeded. The goal we had
initially in establishing that kind of organi-
zation, in bringing European countries
together, has taken place. With that done,
the economic issues become more impor-
tant. And I think that the foreign policy
issues are to an increasing extent eco-
nomic issues.

This idea of a “Fortress Europe,” the
question that perhaps gets the most pub-
licity, gets talked about the most in Con-
gress and newspapers. You basically take
the optimistic view that they are not in
the process of creating a Fortress Europe.
I think it’s very hard to define ‘“Fortress

Continued on page 46.
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APOSTROPHES is a French phenomenon, which
regularly attracts over 5 million viewers to ANTENNE 2,
France’s leading television network.

Your host, Bernard Pivot, invites five authors to discuss
topics of French literature, culture, history and civilization.
: He chooses a specific theme for each show to ensure

a lively discussion.

Pivot’s quests have included, among others:

Jane Fonda, Julien Green, Claude Hagege, Bernard
Henri-Levy, Jean-Luc Goddard, Frangois Leotard.

To quote recent prominent reviews:

s — The New York Times
¢« . “APOSTROPHES is so influential that politicians allegedly
write books just to get on the show.”

Time Magazine

“This is intended to make people read,” Pivot says, “to trap
the viewer by letting him know a little of what is in the book
and then make him go out and buy it to learn the rest.”

Viewers can subscribe to the series on a bi-weekly basis,

ANTENNE 2 or purchase single or multiple issues at attractive low prices.

R R T FEE GO N G S N D R O S P G R RN D R R o A (S WS A W S R @ - — Wl N N D N .
For more information and a list of available programs,

CALL TOLL FREE 1-800-338-4814

In New York state: 212-840-7830
or write to:
APOSTROPHES c/o JEM Communications, Inc.

49 West 38th St,, Suite 1500, New York, NY 10018  vigoominute | E
Name
Address Apt
City State Zip

Available in VHS only / Visa & Mastercard accepted / 60 Day Money Back Guarantee
A D R EE G N A O S TN R O R e O DD S PN O (R e R W W N O R i O G S O D N N O e RS BN B



BUSINESS/TECHNOLOGY

PAUL KEMEZIS

ideotex, which was invented in
VEurope and has been a roaring

success in France, is making a
new attempt to prove itself in the United
States. Starting in late 1988, all of the
major regional telephone companies in
the United States will experiment with
data gateway services. These will allow
persons to dial a single local phone num-
ber and receive videotex services on their
home personal computers (PC) or special-
ized terminals, including business data,
local shopping and entertainment or
travel information.

Close to one million Americans now
receive data in their homes through sub-
scriptions to business information ser-
vices such as Compuserve, Infonet and
The Source. But few local services have
developed, especially after Videotex tri-
als, sponsored by large newspaper
groups, crashed in the mid-1980s with
huge financial losses.

Supporters of videotex now believe the
extension of the services to a mass mar-
ket in America, such as occurred in
France, depends on the new telephone
gateways. “We are now entering a sec-
ond wave,” says Robert Smith, director
of the Videotex Industry Association in
Washington. ‘“The gateways mean that
seven multi-billion-dollar companies will
have a strong interest in seeing videotex
succeed.”

Another group with similar interests
are the European companies with
videotex expertise who hope to tap the
immense American market. As with
other communications technologies, such
as integrated system digital network, Eu-
ropean companies got a head start in
videotex because the national telecom-
munications agencies developed coherent
plans early in the game. In the French
case, the decision to pursue videotex was
taken in 1978 and service started in
1983. Work in the Federal Republic of

EUROPEANS EYE
U.S. MARKET
FOR VIDEOTEX

INFORMATION SYSTEMS
ARE GETTING NEW TRIALS
AFTER EARLIER FAILURES.

Germany and the United Kingdom
started even earlier.

One such player is New York-based
Minitel usa, a subsidiary of France
Telecom. The group has formed “strate-
gic alliances” with U.S. telephone compa-
nies, including U.S. West, to ensure that
American videotex services are compat-
ible with France’s own system, which
uses the Télétel standard. “There’s a
huge market here and we feel the more
activity the better,” says Laura Lubman
Hamburg, Minitel usaA’s business devel-

opment manager.

In October, Minitel UsA announced a
precedent-setting joint venture with the
American data provider Infonet, which
will allow American users to tap directly
into the 8,000 services on the French
videotex network. Also, American ser-
vices will be available on the 4 million
minitel terminals now in French house-
holds. American users will get free soft-
ware to convert their PCs to receive the
service or will be able to get their own
minitels. The service will cost an average

© YOUNG & ASSOCIATES, INC.
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DEOTEX??

The OECD estimates
sales of videotex
services will reach
$1.6 billion per year in
Europe by 1990.

ideotex is a data informa-

tion system in which users
in offices and homes access text
and graphic information, usually
in one-page form, via specialized
videotex terminals or personal
computers linked to the tele-
phone system. The user selects
information offerings from
menus and pays for it on a time
basis, or in many cases gets it
free. The data is transmitted via
the digital telephone network,
but is frequently provided by in-
dependent information provid-
ers who store it in their own host
computers. Typical videotex ser-
vices include business data,
news, travel schedules, theater
offerings, shopping guides, and
telephone directory informa-
tion. The OECD estimates sales of
videotex services will reach $1.6
billion per year in Europe by
1990 and close to $500 million in
the United States.
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17 cents per minute.

But americanized versions of the
French minitel will get their true test in
the United States in Houston during
1989. Southwestern Bell will distribute
30,000 terminals as part of its videotex
gateway trial. The units, worth about
$300 apiece, will be imported from
France by Houston-based U.S. Videotel
under a license with Telic Alcatel, a major
supplier to the French market.

A key difference between videotex in
Europe and America is that most Ameri-
can efforts are aimed at users who al-
ready own pcCs, about four million at last
count. In Europe, where fewer individuals
have pcs, the main idea has been to put
cheap, specialized videotex terminals or
television conversion units in houses. The
distribution of minitels in France has been
a great success, but has cost the Direc-
tion Générale des Télécommunications
close to $1 billion in up-front money, far
more than any U.S. promoter would dare
spend.

In Houston, Southwestern Bell will
charge a small monthly rental fee for use
of the terminals, and also will offer the
videotex service to PC users to compare
the two groups. While minitel supporters
claim the small terminals will be the key
to creating a videotex mass market in the
United States, many experts are skepti-
cal. They argue that American users are
more accustomed to the more intelligent
PCs and, as component prices drop, PCs
will become commonplace in most Ameri-
can homes.

Not all European companies pushing
videotex in the United States are French.
Vicorp Interactive Systems, Inc. of Bos-
ton is the subsidiary of a Swiss-Dutch
group that specializes in making diverse
European videotex systems talk to each
other. This is a key function in the United
States where there is no dominant stan-
dard and the gateway providers want to
be compatible with all Pcs to maximize
network usage. Vicorp is supplying
videotex software to Pacific Bell for its
trial in San Francisco and is also working
for Southwestern Bell in Houston.

Plenty of American companies, includ-
ing some heavy hitters, also are develop-
ing videotex technology. Nynex, the re-
gional telephone company in the
Northeast, is creating its own system for
planned gateways in Vermont, New York
and Boston. And 1BM, whose German sub-
sidiary supplied the computing know-how
for the German Bildschirmtext system, is
working on a major private videotex net-
work with merchandising specialist
Sears. _

Despite the new surge of activity, al-
most everyone expects videotex to re-
main a sell in the United States. The
seven giant telephone groups, created by
the 1984 break-up of AT&T, were given
permission to open the gateways by a
March 1988 court order. But they still
can only transport videotex data, not cre-
ate information services themselves. So
far they have announced limited gate-
ways in selected large markets, and left
wide open the question of if and when

they will expand gateway access to all
customers.

Meanwhile, it will be up to the other
groups to supply the information. So far,
smaller data providers have been eager
to participate in the telephone company
gateways, hoping to get access to more
customers. They believe the relatively
low $3- to $4-per-hour average cost to
users and single billing through the tele-
phone companies will help create large
new markets for their information.

But the large data providers, like
Compuserve, whose participation may be
crucial to early success of the gateways,
have been hesitant. Compuserve officials
say they still fear the gateways may eat
into their existing customer base and
they have joined only the Nynex trial.

Hanging over the entire scene is the
likelihood that the big telephone compa-
nies will be allowed to offer information
themselves within a few years as deregu-
lation accelerates. Everyone is aware
that a key feature in the French success
story was the electronic telephone direc-
tory offered by the national telephone
administration over the minitels. It is
widely expected that the U.S. telephone
companies will offer such computerized
directory services themselves as soon as
it is legally possible and that they will
build strong videotex information busi-
ness around that core. Until that happens,
videotex is likely to remain a question
mark in the United States. €

Paul Kemezis is a freelance writer specializing in
technology issues.

© GAMMA LIAISON

COMPANY PLACE

Nynex Vermont
New York City
Boston

Pacific Bell San Francisco

Southwestern Houston

Bell

Bell South Atlanta

Bell Atlantic Pennsylvania

Bell Atlantic  Washington

U.S. West Undecided

Typical videotex

services include
business data, news,
travel schedules,
theater offerings and
shopping guides.

WHEN USERS FORMAT

Oct. 88 3,000 Commercial
Jan. 89 15,000 offering

Dec. 88 10,000

Jun. 89 15,000 I-year trial
Mar. 89 60,000 |-year trial
Aug. 88 3,000 Comm. offering
Dec. 88 -— Trial

Mar. 89 — Trial

End 89 — Comm. offering

DECEMBER 1988
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Research on the Cost of Non-Europe, a
collection of studies published in 1988 by
the Commission of the European
Communities, assesses the current
economic and business climate in
Europe and the potential impact

of the 1992 internal

market program.

Research on the
fCost of Non-Europe”

Vol. 1 Basic Studies: Executive Summaries.
576 pages. $66.55. Summaries of the
reports in volumes 2-16

Vol. 2 Studies on the Economics of Integration. 652
pages. $71.25. Analytical models on the micro-

¢ \0) and macro-economic effects
Og( ; 6\ ¢ QG 6’(, 6’(, Vol. 3 The Completion of the Internal Market: A Survey of European
Q(‘ (,(‘\ \)(‘0 eg(‘ 6(\‘* Industry’s Perception of the Likely Effects. 306 pages.
: 6\)6 06 \ \O « 2 $31.20. Attitudes and expectations of company managers
) N\ 6 < 6(\ ] ’{,\ Vol. 4 The “Cost of Non-Europe”: Border-Related Controls and Administra-
\/\0 % 0 136 tive Formalities-An lllustration in the Road Haulage Sector.
0 (\’<,\6 - R 280pages. $28.10. Costs of customs formalities and case study of the

road transport sector

Vol. 5 The “Cost of Non-Europe” in Public-Sector Procurement. 1130 pages. $150.00.
Description of national procurement procedures and benefits of broadening access
to contracts

Vol. 6 Technical Barriers in the EC: An lllustration by Six Industries; The “Cost of Non-
Europe’’: Some Case Studies on Technical Barriers. 242 pages. $26.25. Trade barriers
for wood-working machines, low voltage products, fire protection products, lifts, and
weighing equipment

Vol. 7 The “Cost of Non-Europe”: Obstacles to Transhorder Business Activity. 154 pages. $15.90. Im-

pact of industrial policy, corporate and fiscal laws, social measures, border controls and financing

Vol. 8 The “Cost of Non-Europe” for Business Services. 140 pages. $16.85. Engineering, management consul-
tancy, computer services, travel, catering, legal services, advertising and public relations

Vol. 9 The “Cost of Non-Europe” in Financial Services. 494 pages. $150.00. Organization and regulation of the
banking, securities and insurance sectors

Vol. 10 The Benefits of Completing the Internal Market for Telecommunication Equipment, Services in the
Community. 197 pages. $21.55. Current status and future scenarios for the telecommunication markets
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Vol. 11 The EC 92 Automobile Sector. 350 pages. $34.65. Design, engineering, manufacturing and assembly of
passenger cars

Vol. 12 The “Cost of Non-Europe” in the Foodstuffs Industry. 752 pages. $150.00. Regulatory measures for
breads and cereals, confectionery, beverages and other grocery products

Vol. 13 Le ‘“‘coit de la non-Europe’’: des produits de construction. 168 pages . $17.80. National standards for
buildings and construction products as barriers to trade

Vol. 14 The ‘““Cost of Non-Europe” in the Textile-Clothing Industry. 256 pages. $27.15. Overview of the textile
industry and market situation

Vol. 15 The “Cost of Non-Europe” in the Pharmaceutical Industry. 182 pages. $16.85. Production and consump-
tion patterns, registration and approval procedures, and price structures

Vol. 16 The Internal Markets of North America: Fragmentation and Integration in the US and Canada. 176
pages. $16.85. Barriers in the U.S. and Canadian internal markets and the potential effects on the U.S.-
Canadian free trade arrangement

Other Community publications of interest:

The Economics of 1992. European Economy No. 35. 222 pages, March 1988. $18.50

Creation of a European Financial Area. European Economy No. 36. 212 pages, May 1988. $19.50
The Social Dimension of the Internal Market. Social Europe, Special Edition. 115 pages, 1988. $5.25
Transport and European Integration. European Perspectives. 229 pages, 1987. $14.00

Lawyers in the European Community. European Perspectives. 293 pages, 1987. $14.00
Telecommunications in Europe. European Perspectives. 254 pages, 1988. $13.00

Common Standards for Enterprises. 79 pages, 1988. $11.25

Individual Choice and Higher Growth: The Task of European Consumer Policy. 56 pages, 1888. $7.50
Europe in Figures. 64 pages, 1988. $5.30

European Community Information Service, 2100 M St., N.W. - 7th Floor, Washington, D.C. 20037

Please send me the items checked below. My check for is enclosed.

Research on the Costs of Non-Europe Other titles:

= Vol 1, $66.55 — Yol 8, $150.00 — The Economics of 1992, $19.50

—— Vol 2, $71.25 — Vol 10, $21.55 — Creation of a European Financial Area, $13.50
—Vol. 3, $31.20 — Vol 11, $34.65 — The Social Dimension of the Internal Market, $5.25
Vol 4, $28.10 ——Vol. 12, $150.00 — Transport and European Integration, $14.00
— Vol. 5, $150.00 Vol 13,51 780 — Lawyers in the European Community, $14.00
— Vol 6, $26.25 =t Vol 14; $27.15 — Telecommunications in Europe, $13.00

= Val; 7, $16,90 — Vol 1551685 — Common Standards for Enterprises, $11.25
—Vol. 8, $16.85 . Vel 16; $16:85 — Individual Choice and Higher Growth, $7.50
— Complete set, Vals. 1-16, $450.00 — Europe in Figures, $5.30
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FRONTIERS

urope is undergoing an unprece-

dented wave of mergers and acqui-

sitions as companies poise them-
selves to maximize the anticipated
advantages of trading more freely in
goods, services and capital in the single
market of 320 million consumers prom-
ised for 1992, as the European Commu-
nity ‘“harmonizes” the maze of national
laws governing trade and commerce.
That prospect has begun to accelerate
what The Economist called “Le buy-
out”—record-breaking in value and au-
dacity. And indeed European predators
are looking beyond their backyard for
opportunities across the Atlantic.

At least 30 years ago, it was the Amer-
ican multinationals that dominated the
European financial landscape. U.S. head-
quarters set up satellites that were stra-
tegically placed to take advantage of the
postwar recovery. Subsidiaries usually
were directly owned by American par-
ents, functioning largely as production,
distribution and marketing arms. U.S.
direct investment in Europe peaked dur-
ing the period from 1961 to 1967, ac-
counting for about 60 percent of total
direct investments in the E.C., according
to the Organization for Economic Cooper-
ation and Development (OECD).

This American corporate assault pro-
voked debate about the extent to which
U.S. firms could control national econo-
mies in Europe. “Le Defi Americain,” a
book by Jean Jacques Servan-Schreiber,
sounded the alarm. “One by one, U.S.
corporations capture those sectors of the
economy most technologically advanced,
most adaptable to change, and with the
highest growth rates.... We are wit-
nessing the prelude to our own historical
bankruptcy.” In retrospect today, these
fears proved unfounded.

European firms rallied with the encour-
agement of their governments to weaken
America’s grip. By the mid-1970s, the

BUSINESS//OINT VENTURES

1992 PROMPTS

UNPRECEDENTED
WAVE OF MERGERS

SWISS AND AMERICANS LEAD THE LIST OF BUYERS.

U.S. share of direct investment had fallen
to about 30 percent. But the overall pace
of mergers and acquisitions slowed.
Transactions were blocked by legal, insti-
tutional and psychological barriers—for
example, different standards and border
red-tape for corporate strategists meant
a set of national markets rather than a
European one, obstructing economies of
scale. Corporate reconfigurations were
concentrated in basic production and cap-
ital intensive industries, such as electrical
engineering and machine tools. Whether
this wave improved profits varied from
country to country. In the Federal Repub-
lic of Germany, Belgium and the United
Kingdom, profits were higher than those
in France and Holland.

The calculus used in mergers during
this pivotal period has helped determine
the types of takeovers and other corpo-
rate restructuring within the E.C. during
the last year. Nine trends emerge from
the daily events that almost fill the entire
section on business in a European news-
paper.

e Companies in similar or related busi-
nesses are strengthening their domestic
market positions. In mid-November, for
example, Erskine House Group, an office
equipment distributor in Britain, bought
ADS Group, which loans and services pho-
tocopiers and other office equipment in
London, for about $8.1 million.

e Firms are moving to link proven, re-
lated companies throughout Europe into
a centrally managed one. Not only is the
company enlarging its market share, but
it also is broadening its production and
services network with firms that have
mastered the workings and idiosyncrasies
of particular national markets. Toward
this end, Marconi, an Italian electronics
company, bought a French counterpart,
Adret. The Ferruzzi Group, an Italian
food-processing and chemicals company,
has spent more than $3 billion since 1986

on similar companies in neighboring
JAMES DAVID SPELLMAN countries. Swiss-based Nestlé purchased
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Rowntree, a British chocolate maker, for
$4 billion, another example of this trend.
A third: One of the Europe’s biggest
independent computer software and ser-
vices companies was created through the
merger of CAP Group of Britain with
SemaMetra S.A. of France (a deal valued
at $174.8 million).

o Businesses are buying minority shares
in European counterparts to position
themselves for possible takeovers. UAP, A
French state-owned insurer, recently
took a 10-percent stake in Britain’s Sun
Life Assurance.

e A growing phenomenon that seems
unique to Britain is the “management
buy-out”’—the company’s managers pur-
chase a majority, if not all, of the publicly
traded stock. These deals primarily in-
volve small-scale businesses. A study by
the accountants Peat Marwick McLin-
tock shows that during the first nine
months of 1988, 210 management buy-
outs occurred in Britain, valued at $4.5
billion. That compares with 300 for all of
1987, with a $4.9-billion total value.

e Most of the activity in mergers and
acquisitions is in the middle market—
deals valued at less than $50 million.

e The industries sought and purchased
are concentrated in consumer goods—
foods, drink and tobacco. Banking, insur-
ance and business service transactions
follow. High-tech concerns have been
avoided.

e Corporate restructuring in Europe falls
mainly along the Italian-Swiss-French-
English axis.

o There seems to be a hesitancy to pursue
joint ventures in which like companies
remain independent, but combine devel-
opment of products and services.

e E.C. deals by European companies still
pale in comparison to Europea<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>