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.atthe heart of the European golden triangle

.70 million consumers within a 300 Km. radius

. situated as a main crossroads
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.80 km. from the administrative headquarters of

the European Community (EC) in Brussels

.close to international airports
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The Bermuda triangle is known around the world for making objects vanish without a
trace. Europe’s golden triangle, on the other hand, has an international reputation for
doing just the opposite. Within the area outlined by its three points—London, Frankfurt
and Paris—companies are appearing like magic, attracted by the tremendous economic
potential of a location with rapid access to 350 million consumers.

THE IDETA REGION
At the very heart of this fertile

triangle lies a dynamic group of

20 Belgian communes who have
joined forces and
created IDETA, an
intermunicipal
agency for promot-
ing and developing
the region. Situated
between the bustling
French metropolis
of Lille and Bel-
gium’s capital city
Brussels, the IDETA
region is one of open spaces and
open minds, with wide horizons
that stretch beyond its borders and
offer possibilities as seemingly infi-
nite as its sky.

TRADITION AND
MODERNITY
Texti]es, quarrying, printing,

publishing, the cement industry,
construction, agriculture and food
have been part of the economic fab-
ric of the region for centuries. But
grounded 1in tradition as it is, the
area also knows how to adapt to the
winds of change and has diversified
into leading technologies such as
chemicals, data processing and
paramedical equipment. Several
major multi-national companies
have set up operations in the region,
drawn as much by its pioneering
spirit as by a host of practical advan-
tages including a qualified, multi-
lingual workforce and exceptional
financial incentives.

INVE

IDETA:

BUlLVDING

DOLLARS AND SENSE

he medical products giant Bax-

ter of Chicago is just one exam-
ple of some 80 international compa-
nies who have
established them-
selves in the IDETA
region. Known for
manufacturing the
sterile drip pouches
used in hospitals,
Baxter set up its first
manufacturing site
in the area 25 years
ago. Last year, when
it came to choosing a European dis-
tribution center, it hesitated be-
tween its Belgian location and one
in northern France. What won the
day for Belgium were the generous
financial aids made
available by the Eu-
ropean Commission
to companies ex-
panding or estab-
lishing themselves
in the area. With
their help, the
IDETA region can
offer international investors some of
the most attractive financial rates
within Europe.

AN INTERNATIONAL
OUTLOOK

Investing in the region not only
makes excellent economic
sense—dollars and cents. The pri-
vate rewards of living here are im-
measurable. This is a region where a
united, border-free Europe is not
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just a goal but a reality. Within a
couple of hour’s drive through the
peaceful, open countryside lie sev-
eral countries, several cultures. It is
possible to have breakfast in Bel-
gium, drive to the Netherlands for
lunch and finish the day in France.
Lille, France’s most booming north-
ern city, is literally next-door. It
shares the IDETA region’s interna-
tional outlook and optimistic vision
of the future. Lille is France’s candi-
date city for the 2004 Summer
Olympics. It was chosen mainly be-
cause of the tremendous wave of
popular support which has swept its
Olympic bid along from the very
start. The city believes in its
Olympic dream, and everyone, from
the mayor Pierre Mauroy, down to
an army of volun-
teers, is whole-
heartedly in favor
of playing host to
the world’s ath-
letes. This 1s the
spirit which unites
the IDETA region
and its neighbors:
open-hearted and outward-looking,
with the will, the means and the en-
ergy to welcome newcomers into
their heart.
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For more information, please contact:

Henri DEHARENG and Jacqueline MARTINETZ
IDETA Inter-community Agency for
Economic Development

11, Rue Saint Jacques

7500 Tournai—Belgium

Tel: +32 69 23 47 01 Fax: +32 69 2347 00
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Internet:
The European
Connection

Letter from the Editor

urope is well connected to the Internet and the World
Wide Web. This is especially true in the Scandinavian
countries, where the use of the Internet ranks right be-
hind that of the United States.

While many people might think the World Wide Web is only
in English, this is definitely not the case as our on-line corre-
spondent, Christina Barron, points out in her article, “Around
the EU On-Line,” that Web sites can be found in every language
across the European Union.

Web surfers can learn the Italian national anthem on the Ital-
ian embassy Web site; discover French schools in
the United States on the French embassy site; and
hear about the plans for the Dutch presidency of
the EU in Dutch or English on various Dutch Weh
sites. The opportunities are endless for finding out
almost everything you want to know from language
to culture to politics about any EU country on the
Internet.

In an exclusive interview with EUROPE, Jacques
Santer, the president of the European Commission,
speaks out on the euro, the new European single
currency. Mr. Santer also discusses the European
Union’s relations with the United States, EU-Rus-
sian relations, Bosnia, NATO expansion, and EU
enlargement to include the Central and Eastern European coun-
tries in the near future.

Dick Leonard, writing from Brussels, states that “as 1997 be-
gins, the Belgian people are facing the biggest crisis of confi-
dence since World War II and, arguably, since they won their
independence in 1830.” He details a long list of scandals that are
shaking the nation and says Belgium faces “a radical overhaul
of the whole system” before confidence can be restored.

EUROPE profiles the key car manufacturers across Europe.
Peter Gwin, our managing editor, has just returned from Ger-
many and tours of BMW and Mercedes plants and informs our
readers about the present state of the European auto industry.
He also looks at Porsche’s hot new model, the Boxster. Closer
to home, the governor of Alabama discusses the advantages for
his state that will come from having the new Mercedes plant lo-
cated outside of Mobile. Larry Reynolds, a native of Alabama,
discusses how Mercedes management will work in Alabama. It
is quite a revolutionary change for this very traditional German
luxury car maker.

Finally, we present a travel guide along the coast of Belgium
and look at everything from eating oysters to sand yachting.
David Lennon, our London correspondent, is an avid skier who
takes us on a ski trip across the French Alps and tells us the
best places to go downhill in a fun way!

Robert J. Guttman
Editor-in-Chief
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Profiling
Personalities and
Developments

. Within the

oreign employers
and governments
who send people to
work in Brussels

H often complain that

i they “go native.” An extreme
i example would appear to be

i Bernard Rudolf Bot, the per-

i manent representative to the
i European Union of the

i Netherlands, which took over
i the presidency of the EU

i Council of Ministers for six

i months on January 1.

Bot, 59, has already spent
i more than 14 years in the

i Belgian capital in three differ-
i ent postings and recently told
i areporter that he would like

i nothing better

. thantospend all - ““Yhen the chance came for me to come back
to Brussels | grabbed it with both hands,” he
said, “my heart is here in the EU work.”

i the remaining

i six years before
i his retirement in
i his present post.
i “When the

i chance came for me to come
i back to Brussels, I grabbed it
i with both hands,” he said,

i “my heart is here in the EU

! work.”

i Botwas born in 1937, half
i aworld away from Brussels,

i in Jakarta, in the former

i Dutch East Indies, where his
i father, Theo, was a colonial

i civil servant. He spent the
war years in a Japanese

i prison camp, while his father
was sent for forced labor on

i the railway line that the

i Japanese were building in

¢ Burma. Reunited with his

i family in 1945, Bot, the eldest
i of seven children, was edu-
cated at a Catholic school in

i the Hague, before studying

i law at Leyden University and
¢ Harvard Law School.

i His first posting was to the
‘t Dutch EC mission in Brus-

i sels, where he stayed for six

i years, working mainly on Eu-

4 EUROPE

i ratom affairs and on the asso-
i ciation councils with Turkey,
i Greece, the Maghreb coun-

i tries, and Israel. He was then
i sent to the Dutch embassy in
i Buenos Aires, where he wit-

i nessed the final days of the

i presidencies of Juan Peron

i and his second wife, Isabelita,
i and the subsequent military

i takeover. This he described
as “a terrible time,” and he

i was not especially put out

i when one Friday afternoon a
i telegram arrived saying he

i had been appointed chargé

i daffaires in East Berlin and
to take up his post the follow-
i ing Tuesday. He arrived on a

i bleak wintry day in 1973, the
¢ first Western diplomat to ap-

pear in East Germany, follow-
ing its recognition by the
Western powers.

He left Berlin after three

years, to serve in the Hague
¢ for six years, and then an-

other four in Brussels as

i deputy ambassador to NATO.
i In 1986 he became ambas-

i sador to Turkey, a posting he
i thoroughly enjoyed, partly

i because of the great warmth

i of the Turkish people, but
also because he was able to

i follow his hobby as an ama-

i teur archeologist. He would

i set out in shorts, carrying a

i rucksack and hammer and

i visit remote places hardly
changed since biblical times.
i Indeed he was offered in east-
i ern Turkey some delicious
wild honey, which he was
warned was dangerously poi-
i sonous except when taken in

¢ small doses, and identified it
i as the very same which

¢ Xenophon had described as

i decimating a Greek army op-
i erating in the area 2,400
years ago. His prize archaeo-
i logical find is a piece of

i frozen redwood, with its rings
i clearly visible and complete
¢ with bark, which is mounted
i on his desk. Bot returned to
i the Hague in 1989, as head of i
i the diplomatic service, but

! had no hesitation in relin-

i quishing this position when
the opportunity came to take
i up his present post in 1992.

i Despite his heavy responsibil-
i ities, he still somehow finds

i time to follow his leisure pur-
i suits as a cyclist (60 miles
i each weekend), art collector

(with some 50 pictures,

i mostly modern), skier, and

i wine enthusiast. He is also a
i voracious reader, recently

completing Roy Jenkins’ biog-
i raphy of Gladstone, Man-
i dela’s biography, and Primary
i Colors, the fictionalized ac-
: count of the first Clinton pres-
i idential campaign. :

It is doubtful if he will

i have much time for leisure

i reading before the end of

¢ June. The Dutch program for
their presidency is an exhaus- :
i tive one, which, according to i
i Bot, will have three main

i thrusts. First, the routine ac-
i tivities of the Union: “keeping
i things moving” on such
dossiers as transport, the en-
¢ vironment, telecoms, and the
i internal market. This, he esti-
i mates, will comprise some 70

i percent of the workload, but
i will be largely invisible.

Much more in the lime-

i light will be the second ele-
i ment, the completion of the
i work of the intergovernmen-
i tal conference, with the objec-

tive of finishing in time for

i the Amsterdam summit in
i mid-June. Three phases are
¢ planned. In January and

February the hard issues left

i on one side by the Irish presi-

i dency will be tackled—insti-
i tutional questions (including
i the size of the Commission
¢ and voting in the Council of

Ministers), the projected

¢ “flexibility” clause, the third

pillar (Justice and In-
ternal Security Af-
fairs), and the legal
personality of the
euro.

In March and April
legal texts will be

i tabled, and in May and early
i June the final frantic horse- i
i trading before the summit be- :
i gins. Bot agrees that the tim-

ing of the British election
(expected in early May) will
not make things easier, but :
he eloquently sets out the dis-
advantages of any further :
delay.

The third priority area for
the Dutch presidency is inter-
national relations, in particu-

i lar a new effort to improve
transatlantic relations, and to

create an improved structure

for dialogue with the candi-

date countries of Central and
Eastern Europe.
It will be a tall order for

the Dutch to achieve all the

objectives of their presidency.

i But, in Brussels at least, they
i can rely on a “safe pair of

i hands” with the vastly experi-
i enced Ambassador Bot.

—Dick Leonard



SPECTRUM INTERNATIONAL FUND

EFFEGTIVE DIVERSIFIGATION

ABROAD IN ONE EASY STEP

Spectrum puts more of the world’s investment opportunities within easy reach.
nts into a single

Our new Spectrum International Fund integrates a broad range of overseas investme

fund for maximum convenience and diversification. The fund
invests in a diversified group of up to 10 T. Rowe Price funds that
invest primarily in international securities to give you a diverse
array of foreign investments, including the stocks of established,
“brand name” companies, small- and mid-size-company stocks,
regional and emerging market stocks, plus foreign bonds.

Watching the world for you. Rather than having to closely
follow international developments yourself, our investment profes-
sionals monitor long-term economic, political, and general market
conditions for you, gradually adjusting the mix of funds to offer the
potential for more consistent long-term returns with reduced risk.

From the largest international no-load manager.
T. Rowe Price and its affiliates manage over $27 billion in interna-

EMERGING
MARKET
STOCKS

REGIONAL
STOCKS

MONEY
MARKET
SECURITIES

COMPANY
STOCKS

SMALL-/MID-

SIZE-COMPANY [

STOCKS

Fund

tional stock and bond assets, and have more than 100 analysts in 17 countries to help you invest with

confidence the world over.

Of course, investing overseas involves special risks, including the volatility of currency exchange

rates and, in some cases, limited geographic focus, political and economic instability, and relatively

illiquid markets.

Like all our funds, Spectrum International is 100% no load. $2,500 minimum investment ($1,000

for IRAs).
Gall 24 hours for a free information kit
* L]
including a prospectus
T ) 1-800-401-5249
|\ Thwov® =\
) http://www.troweprice.com

\\ A

Invest With Confidence®

T.RowePrice

IStrategic Insight Simfund. The performance of the Spectrum International Fund will depend on the performance of the T. Rowe Price funds in which it invests. There is no guarantee the fund will

achieve its objectives. Read the prospectus carefully before investing. T. Rowe Price Investment Services, Inc., Distributor.

SPF034729




t’s not surprising that the Internet has had the
feel of an American export. It grew out of a US military
project and later the desire of a small group of American universities
to share research. The English language dominated. But all that is changing. Internet
service and content providers have popped up all over Europe, and nearly 9 million
plugged-in Europeans are finding their own languages and content—their own iden-

tity—on the Net.

Back in the early 1960s the US military commis-
sioned a think tank to come up with a means of commu-
nication in the aftermath of a nuclear holocaust. The
solution researchers came up with was a decentral-

dH1

ized computer network that would not break down
if one portion of the network did. A group of four US
universities picked up the then-abandoned project
in the late 1960s as a means of sharing academic re-
search. Their efforts turned into what became know
as the Internet and included 10,000 hosts by 1987.
The technology that brought the Internet into
millions of homes and offices has a European con-
nection. While working in Switzerland, British re-
searcher Tim Berners-Lee created a way to connect

text, pictures, and sound in a single format. His Hyper-
text Markup Language, or HTML, was the basis for the

World Wide Web. And with it has come virtual reams of

Web pages on current events, art, science, and
rock star fan clubs.

The United States still has
the highest number of
Net users, at 29.4 mil-
lion last year, accord-
ing to International
Data Corp., a Mas-
sachusetts-based in-
formation technology

research firm. But the 8.9 million Europeans connected
to the Internet in 1996 is expected to double in 1997 and
hit 35 million by 2000, according to IDC’s London office.

Kathy Burrows, IDC’s London-based program man-
ager for European telecoms, says the telecommunica-
tions infrastructure and high telephone costs to access
the Net are among the reasons fewer Europeans than
Americans log on.

“Another reason was the English language. What's
happening now is you're getting much more local con-
tent,” Burrows said, adding that this will become more

widespread. In December, two French orga-
nizations forced the issue by filing a law-
suit against an American university’s
program in France that did not
offer its Web site in French. At
press time, the case was
pending in the French
courts.
For those Euro-
peans who are
on-line, two-
thirds are con-
nected at
work. Kathey
Hale, a principal
analyst for the re-
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search firm Dataquest of San Jose, California, cites living
space as one reason fewer Europeans are hooking up to
the Internet from home.

“In Japan and in Europe, homes are smaller and [peo-
ple are] less inclined to devote a room for the office,” she
said.

But Hale says on-line services such as CompuServe
and America Online, which provide their own content in
addition to an Internet connection, are aggressively mar-
keting their products for home-computing use.

Some name companies involvement in the Internet
has led to the boom in countries such as Germany, ac-
cording to Burrows. Deutsche Telekom’s decision to add

the Internet to its longstanding on-line service caused a
marked increase in Germany connections, which com-
prised 29.6 percent of European Internet use in 1996, she
said. In France, where users accounted for only 5.7 per-
cent of European Internet connections, many more peo-
ple are expected to surf the Net in the next few years be-
cause of last year’s introduction of France Telecom’s
Internet service.

The bustling on-line industry, which spawned some
2,000 Internet service providers vying for European cus-
tomers last year, is likely to consolidate, according to
Burrows, but consumer demand will make Europe a hot
market into the 21st century.

GUIDE TO

EUROPEAN

WEB SITES

&

A search for information on the Internet these days can
mean culling through hundreds of search engine listings, many of which
have little to do with the topic at hand. Those interested in Europe—he it for current
events or an upcoming trip—might try some of the sites detailed helow hefore diving into Mag-
ellan or Infoseek searches. The listings are hroad in scope but are springhoards to many other
country-specific sites. When availahle, the Web site of a country’s embassy in the United
States is included as is a site in the country’s native language.

AUSTRIA. Austria may be small, but its Web site pres-
ence belies its size. The Austrian embassy Web site, more
useful than colorful, is a solid jumping off point for general
information on the country. The site (www.austria.org/)
outlines the history, government, and statistics of Austria
without much visual interest. But a link to Austria Culture
Net (www.austriaculture.net:80/index.html) at the Cul-
tural Institute in New York holds a wealth of data on news,
science, Austria-related events in the United States, and a
virtual art gallery. The Austrian National Tourist Office
(www.austria-info.com/) fills in the details, both in English

and German, on happenings in Austria and focuses on the
history and events of the nation’s six regions.

BELGIUM. From the moment you pull up the Web site
for Belgium’s embassy in the United States

(205.177.10.11/usa/) you realize it's going to be substan-

tial. That’s not good news for Web surfers low on memory,

but the wait is worth it. The home page offers a photo col-
lage for aesthetics and then outlines business and educa-
tional issues in addition to typical tourist information. Stu-

dents can find links to universities and language courses.

BY CHRISTINA BARRON

CONNECTION
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Entrepreneurs might benefit from a
page on starting a business in Belgium.
And expatriates can connect with a
page that tracks other Belgians living
abroad. For a lively look at arts, enter-
tainment, and accommodation, try
Plug-In Magazine’s site (www.plug-in.
be/plugin/). The creators take visitors
on a tour of the country, region by re-
gion, and offer a search function for ho-
tels. Dutch speakers can call up MSR
Belgian News (www.elis.rug.ac.be:

bunch of articles on its Virtual Finland
site (www.vn.fi/vn/um). A visitor
might expect the recent political year in
review for 1996, but perhaps to lighten
things up the site’s creators threw in a
piece on Christmas traditions in Fin-
land. The site, which is in English, with
some Finnish, has background on gov-
ernment institutions that would be
helpful for researchers. WebTravel’s
site (www.webtravel.fi/), by contrast,
caters to the country’s tourists. Al-
though it has few photos, travelers may
be interested in lists of hotels broken
down by region, transportation options,
and suggested attractions, such as the
Finnish National Opera or the Valkea
and Musta Ratsu Puppethouse.

FRANCE. If you are hoping to send
your child to a French school in the
United States or would like to practice
speaking the language at a nearby Al-
liance Francaise, the French embassy
site (www.info-france-usa.org/) is the
place to look. The site also offers a stan-
dard profile of the French government

site (www.yahoo.fr) last fall as a catalog
of some 7,000 Web sites primarily in
French, in categories such as sports
and leisure, science, geography, and
entertainment. Some of the sites are in
English as well as French.

GERMANY. Sports enthusiasts can
find 1,200 German sites on soccer, bas-
ketball, and even windsurfing with the
Yahoo Germany (www.yahoo.de)
search engine. In addition to several
thousand German sites on a wide array
of topics. Yahoo has included Reuters
wire service general news, sports, and
business stories translated into Ger-
man. The “What's New” and “What’s
Cool” features of Yahoo are also on the
site and focus solely on sites in Ger-
many. Germany’s embassy in the
United States is also a solid resource for
basic tourist and business information.
The site (www.germany-info.org/) also
provides calendars for events going on
in Germany and related US happenings.

GREECE. The Greek embassy
(www.greekembassy.org/) has cur-
rent events in both Greek and En-

80/ELISgroups/speech/msr/) for
the nation’s latest headlines.

DENMARK. Those hoping to ex-
plore Denmark can find a Web site
by the same name to help them navi-
gate the southernmost Scandinavian
nation. Explore Denmark (www.
geocities.com/The Tropics/4597/)
is a photo-intensive site created by
Lars Sondergaard, a Danish student
studying at Georgetown University.
There are pages on Denmark’s his-
tory, its culture, government, and ev-
eryday life. It also features vast links
to other Danish sites. The Royal

Danish Embassy in Washington

?l‘rm and America . profile of France
g News & ﬁ Culture, La
E‘; Statements Suudies & Tri
TR 1 1y Y oo
oo Tapis Rouge
Did you know ?
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‘ith High Tech nows from Faarce.

glish, cultural, and tourist informa-
tion, history, and many links to
Greek ministries and US-Greek orga-
nizations. But the Hellenic Resources
Network tops that with a personal-
ized newspaper on its site (www.hri.
org/). Registered users can pick top-
ics of interest and have the informa-
tion on the site packaged to center on
those topics. The links to other
Greek-related sites—on businesses,
science, religion, sports, and several
other areas—are impressive.

IRELAND. Two non-government

sites are among the best places to

(www.globescan.com/denmark/),
although less graphically pleasing, has
some interesting background on the
Vikings, an extensive profile on Queen
Margrethe II and hints for tracing Dan-
ish ancestry. It also provides weather
reports and links to sites about the capi-
tal, Copenhagen. Those hoping for a
site in Danish can find transcripts of
radio broadcasts on the site of the Dan-
ish Broadcasting Corp. (www.dr.dk/
dronline/htm). The site promises to
have real audio in the near future.

FINLAND. The Finnish foreign af-
fairs ministry amasses an eclectic
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and culture, and it allows visitors to se-
lect a region of France on a map and
narrow their searches to information
specific to Provence or Normandy. Col-
lege students planning to study at a
French university should call up
AdmiNet (www.adminet.com/world/
fr/). In addition to providing school lo-
cations, the site details the kinds of pro-
grams the schools offer. AdmiNet also
is a good source for data on the French
government and politics. One of the
best places to find Web sites in France
is the California-based Yahoo search
engine. Yahoo introduced its French

look for information on the Irish Re-
public. All Things Irish (www.ireland.
com/) has hundreds of links to politics,
cultural happenings, lodging, and en-
tertainment. The Irish dance group
Riverdance, singer Enya, and rock-and-
roll musicians U2 are among the enter-
tainment links. All the major political
parties have sites as do individuals and
groups promoting peace between the
Republic and Northern Ireland. Eire
(www.wdc.net/~smd/eire.htm) has
some overlapping links but also in-
cludes several genealogical, historical,
scientific, and cultural sites, including
one on Irish jokes.



ITALY

Welcome to Italy

Smtusey oLy 1 std B
1601 Vo Ssrot ¥ V.- Weshangion, DO 20008

Tel +1 (203 3285500
P Qo 423605
s o e R R T DI N v e
Thank you for visiting sur Page

g 9

ITALY. Learn the Italian national an-
them on the Italian embassy’s Web site
(www.italyemb.nw.dc.us/italy/). The
words, sheet music, and even sound of
“Fratelli d’'Italia” are among the high-
lights of the English and Italian site,
which also chronicles the long list of
Italy’s prime ministers since World War
II and includes a “Virtual Newsstand”
section connecting to radio stations,
newspapers, and news services on the
Web. Windows on Italy (www.mi.
cenr.it/WOI) delves deeper into Italian
history with details on the Roman em-
pire, the country’s 19th century unifica-
tion, and the post-World War II republic.
The site also includes pages on some
100 Italian cities and towns, many of
which are off the beaten tourist path.

LUXEMBOURG. The tiny nation of
Luxembourg doesn’t miss the opportu-
nity to gain a little ground on its larger
neighbors by promoting itself on the In-
ternet. A Survey of Luxembourg (www.
restena.lu/luxembourg/) outlines the
history of the grand duchy as well as its
geography, culture, language, and cui-
sine. Unfortunately, most of the links
are brief explanations, and the site
could use better graphics. Forum Lux-
embourg (www.forumlux.lu/) adds
news and cultural information and is
available in either French or English.

NETHERLANDS. Creators of the
Netherlands Board of Tourism site
(www.NBT.nl/) have a sense of humor
while touting the country’s natural
beauty and cultural attractions. The
capital, Amsterdam, is dubbed a
“cuckoo in the Dutch nest” but likened
in vitality to New York. Visitors will find
a listing of upcoming events and help
on transportation options, such as tour-
ing the country by bicycle. The nation’s

castles—including the 14th century
Muiderslot—and some 400 botanical
gardens also feature prominently. Hol-
land City Guide offers details on several
hundred Dutch cities. The site (www.
xxlink.nl/cities/), which includes some
pages in Dutch as well as English, fea-
tures lodging, events, attractions, and
related links.

For information about the six-month
Dutch presidency of the European
Union (January through June), check
out the official Dutch presidency home
page (http://Hermes.BZ.MINBUZA.
NL.europe97).

PORTUGAL. A virtual trip to the UK
will reveal one of the best English sites
on Portugal: Portugal Traveler's Note-
book. The site (www.demon.co.uk/
peth) incorporates feed-

all the major media in Sweden that
have Web sites and can plug into the
Swedish site of the day. The embassy
site (www.sweden.nw.dc.us/sweden)
allows visitors to examine maps of the
country, connect to Swedish publica-
tions, and search for tours, lodging, and
events in Swedish cities or regions. The
site’s creators also linked the home
page with another Web page helping
travelers learn foreign languages, in-
cluding Swedish. A recent visit, how-
ever, found the link pulling up a page
teaching the basics of Hungarian.

UNITED KINGDOM. The top sto-
ries of the British press are among the
highlights of the British Information
Service’s Web site (britain.nyc.ny.us/).
The site also has information about

back from visitors in its
postit notes and travel-
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a Canadian honeymoon-

ing in the country. One drawback of the
site was a search function for accommo-
dation, which on a recent visit included
only youth hostels. Portuguese speakers
should investigate Portugalnet (www.
portugalnet.pt/), a general-interest site
on some of the country’s current issues
and events, but none of it is available in
other languages.

SPAIN. Canada claims the only North
American official Spanish government
Web site (www.DocuWeb.ca/SiSpain/).
The site, available in English, German,
French, or Spanish, suggests itineraries
for visiting certain parts of the country.
If Spanish soccer teams or flamenco
dancing are of interest, visitors to this
site will not be let down. For Web sites
in Spain, check out Spain Internet Re-
sources (www.uji.es/spain_www.html),
but only if se habla espanol.

SWEDEN. Those curious about last
year’s Nobel Prize winners can consult
the Swedish Page (www.it-kompetens.
se/swedish.html) for a list and explana-
tion. The site, in both Swedish and En-
glish, covers much more territory than
the coveted award. Visitors can jump to

study opportunities in the UK and ge-
nealogical research. The British
Tourist Authority (www.bta.org.uk/)
points the tourist to hotels, trains, and
even famous film and television loca-
tions throughout England, Scotland,
Wales, and Northern Ireland. Once
again, Yahoo has a regional site that
aids in finding sites based in the UK.
Yahoo! UK & Ireland (www.yahoo.
co.uk) also provides the latest news out
of the UK courtesy of Reuters.

ODDS AND ENDS. For some Eu-
ropewide sites try the European Union
(at either www.eurunion.org or www.
europa.eu.int/en/index.html) for politi-
cal, economic, and general information
on the European Union itself and its 15
member states. If searching for data on
Europe’s big cities, two sites can be
useful: Citynet and TimeOut. Citynet
(www.city.net/) offers some Euro-
pean cities, while TimeOut (www.
timeout.co.uk) focuses on what is
happening in 11 European cities dur-
ing a two-week time period. @

Christina Barron regularly writes
EUROPE’s EU On-line column.
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Collective euphoria about the Internet has moderated a hit as the
free flow of information and access has created its own share of problems:
The spread of pornography, credit card fraud, theft of intellectual property, and
violations of privacy. Governments around the world are scramhling to under-
stand the new technology and reassess old laws in light of crimes in cyberspace.

Three issues are at the fore of the debate on how to regulate
this evolving medium. One is protecting freedom of expression
while keeping users safe. Two, defining the responsible party or
parties is also a problem. And third, nations or coalitions must de-
termine how to enforce legislation in a medium without bound-
aries. Some countries are moving cautiously to resolve these is-
sues and others, most notably the United States, are plunging
headlong into a fury of legislation and legal battles that may con-
tinue for years.

Free Speech in Question. A few countries, such as China and
Singapore, have attempted complete control over on-line commu-
nication as a means of quashing freedom of expression. But most
nations hope to find a balance between that freedom and other
societal rights and freedoms.

The most hotly debated area of the Internet involving free
speech is adult material and children’s access to it. No one ques-
tions that there is information available through the Internet that
is not acceptable for children. Senator James Exon told his Sen-
ate colleagues in June 1995, “It is not an exaggeration to say that
the worst, most vile, most perverse pornography is only a few
‘click, click, clicks’ away from any child on the Internet.” To limit
the spread of pornography, Exon sponsored the Communica-
tions Decency Act, a portion of a telecommunications bill that
made it a crime to engage in “indecent” or “patently offensive”
speech on the Internet if that speech could be viewed by a minor.

Thousands of Internet users, or Netizens, protested by turn-
ing Web pages black when President Clinton signed the bill into
law in February 1996. The American Civil Liberties Union, the
Citizens Internet Empowerment Coalition, several on-line ser-
vices and free-speech groups challenged the law, which they said
was vague and violated the First Amendment.

“It would be the most sweeping censorship of any medium in
US history.... It keeps adults from speaking to each other and
communicating in ways they have always been able to,” said Alan
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Davidson, staff counsel for the Center for Democracy and Tech-
nology, a Washington, DC-based non-profit civil liberties group
and coalition member.

Lower courts agreed with that view, and next month the US
Supreme Court is scheduled to hear arguments in the case,
which many say will have global reverberations.

Discussion and some legislative action have been brewing in
Europe as well. France amended its telecommunications law last
summer to allow the government to regulate the kinds of content
Internet access providers could accept. Weeks later the Constitu-
tional Council rejected the provision by saying it was too restric-
tive of free speech.

The European Commission, in a communication issued last
October, noted US and French legal problems and cautioned its
member states that “any regulatory action intended to protect mi-
nors should not take the form of an unconditional prohibition of
using the Internet to distribute certain content that is available
freely in other media.” The Commission did, however, say that
cultural differences were allowable among member states in for-
bidding certain kinds of “harmful” Internet material.

Who's to Blame? Exactly who is responsible for either illegal or
harmful content on the Internet is not as clearly defined as it is in
other media. A person who posts a page featuring child pornogra-
phy on the World Wide Web is an obvious target for law enforce-
ment officials. Governments are debating whether they can tar-
get companies that agree to post or provide access to such pages
generally without much information on the content.

Stanton McCandlish of the San Francisco-based Electronic
Frontiers Foundation says holding the intermediary responsible
creates undo burdens on providers and additional restrictions on
free expression. “When you impose a liability on service providers,
it gives them an incentive to spy on information,” he said.

The German cabinet approved a multimedia bill in December
that would hold content providers liable for illegal or harmful ma-
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terial that is accessible through their products once the providers
are made aware of the material. Jiirgen Ruettgers, science and
technology minister, said, “With this law, Germany leads the way
worldwide in the future development of the multimedia industry.”
The bill is expected to be debated in both houses of Parliament
by this summer.

A Medium Without Borders. Regulating the Internet is further
complicated by its decentralized nature. In its present incarna-
tion, no single nation or legal system can control content.
“There’s a problem in that there’s not really any way to effectively
legislate in the global environment,” McCandlish said. “This cen-
sorship mania going on is sort of pointless. Posting or reading
from a foreign host is easy.”

Germany has proved to be a good example of how legal sys-
tems can clash with those of neighboring nations. Last year the
government ordered German Internet service providers (ISPs) to
block a Dutch provider because it hosted a home page that al-
legedly included neo-Nazi propaganda. The material was illegal in
Germany but not in the Netherlands. The German ISPs blocked
the Dutch provider, removing subscribers’ access to the site in
question along with the thousands of harmless Dutch sites. The
government also ordered US-based CompuServe to block about
100 Usenet groups, or bulletin boards, because they violated Ger-
man pornography laws. CompuServe temporarily cutoff the sites
to all its clients while it developed the technology to block only
German users.

McCandlish and others say they are skeptical international co-
operation could resolve the disparity among legal systems.
“Countries today cannot even agree on the definition of murder.
That’s where it all kind of breaks down. Every country has its
own standards. There’s no way to satisfy everyone,” he said.

Even barriers used in the two German cases make it difficult
to ensure that the information cannot find another means of get-
ting to the same end users. Very little cost and time are involved
in setting up sites in other countries or re-channeling the informa-
tion. Enforcement, by all accounts, is troublesome.

Regulatory differences among countries also could cause In-
ternet service providers to relocate if the costs are too high. The
European Commission’s communication warned that such differ-
ences could lead to “re-fragmentation of the Internal Market” and
that the Commission might have to intervene to help remedy
such a situation.

European Union-level policy making might be welcomed
by some in the industry, according to Russ Kennedy, man-
ager of government and industry relations for CompuServe.
“We would like to see the issue...addressed at the pan-Euro-
pean level at the EU rather than on a country-by-country
issue—not a patchwork of differing or perhaps conflicting
laws.”

Technical Solutions. Several companies in the on-ine indus-
try say current laws against illegal activities in other media
are sufficient to deal with similar crimes on the Internet. They
say the solution to keeping adult material away from children
also exists: parental controls. “We believe that what makes
sense is providing users with user control technology to
block information offensive to them,” Kennedy said.

Software such as Net Nanny and Cyber Patrol promise to
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block access to inappropriate Web sites, Usenet bulletin
boards, chat rooms, and e-mail. On-line services such as America
Online and CompuServe offer similar features as part of their
standard service. A system that rates Web sites, called Platform
Internet Content Selection, or PICS, also has been developed and
is being used by Web browsers such as Microsoft’s Internet Ex-
plorer.

Kennedy says the devices are not a cure-all to harmful
content. “Nothing can replace an informed and actively involved
parent.”

CompuServe, America Online, Microsoft, and Prodigy also
have joined with the Interactive Services Association and the Na-
tional Consumers League to increase public awareness of on-line
dangers and solutions. On-line Public Education Network, or Proj-
ect OPEN, includes information about parental controls, privacy,
intellectual property, and fraud. A brochure is available through
the Interactive Services Association’s Web site (www. isa. net/
project-open) or by calling the association at 301-4954955.

So far it is unclear whether private or public-sector solutions will
prevail in protecting users rights. Civil liberties proponents say
they are confident of victory at the Supreme Court but that it may
be one round in a long fight. A recent development for those favor-
ing government involvement and international cooperation was an
Internet copyright treaty signed in December in Geneva. Some 160
nations agreed to a set of rules governing the reproduction of art,
literature, and computer software via the Internet. The true test of
global solidarity, however, will be in the enforcement. @
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After his meeting with President Clinton last
December 16 in Washington, DC, Jacques
Santer, president of the European Commis-
sion, spoke to EUROPE Editor-in-Chief
Robert J. Guttman.

How would you describe EU-US relations today?

American-European relations are on a good track at this
moment. Since the New Transatlantic Agenda was signed
one year ago, we have done a good deal of work together.
We work together at different levels, at the senior level
group and also through the Transatlantic Business Dia-
logue. We have reached many mutual agreements, includ-
ing the customs cooperation agreement. We have worked
together in different areas in the world, such as Bosnia and
the Middle East. We will commemorate the fiftieth an-
niversary of the Marshall Plan this year.

Our relations are improving because the European
Union and the United States of America are partners and
allies in many organizations. Therefore it’s very important
and, as I've said, we are working together. Sometimes we
have had some difficulties, of course. As the European
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Union, we sometimes have
some difficulties with our
own members. But, never-
theless, it's very important in
what spirit we solve these dif-
ficulties. Difficulties cannot
overshadow the overall good
relationship that we have
with the United States.

INTERVIEW;
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How would you explain Europe’s new single currency, the euro,
to an American audience? Is it on track? Is it going to happen?

The best idea for explaining the euro to Americans is
perhaps to make reference to their own single currency,
the dollar. At the beginning as a federation, there were also
many currencies available in the United States. It lasted, I
must say, 70 years before the United States had a single
currency, the dollar. In Europe, we have created a very big
single market with 370 million inhabitants but with 14 dif-
ferent currencies. These markets cannot function in such a

EURCOEE

way that companies are able to exploit all the potentialities
of the single market if there is not a single currency. And
that is the aim of the euro, to unite in the monetary field
this single currency, united on the economic level. That’s
our target, of course. That could create many problems
ahead, but since the issue of the European Council of
Dublin, I can say that all the preparative work has been
done so that the euro can enter into force on the first of
January 1999. From now on it is on track, and the best sig-
nal for this confidence is that the markets are also reacting
positively in this respect.




Irish Prime Minister John Bruton, President Clinton, and European Commission President Jacques Santer met in Washington,
DC in December as part of the twice yearly Transatlantic Dialogue agreement.

What about for American businesspeople? Should they be get-
ting ready for the euro? Is it going to rival the dollar?

It's not a rival, but it is in the interests of businessmen to
deal with strong currencies. That’s good for the competi-
tiveness of international business, and therefore, I think a
single European currency can also benefit American busi-
nessmen. But on the other hand, of course, a strong Euro-
pean single currency has to play a major role in the interna-
tional exchange rate mechanism between the yen and the
dollar.

Is there a political aspect to having a single currency?

Of course, there’s a political aspect in that Europe is
united not only through the market but also through the
monetary policy, and that is also a boost to the political in-
tegration of Europe.

Do you see enlargement of the European Union happening be-
fore the turn of the century?

We decided that we would start with enlargement
procedures for the 11 candidate countries after the conclu-
sion of the intergovernmental conference, which is
expected to finish its work by the middle of this year. The
negotiations with the countries have to start six months
after the conclusions, let’s say at the beginning of 1998.

At this moment, the European Commission is examin-

ing all the different countries that are applying to the Euro-
pean Union on their economic and political performances
during their transition period to the market economy. We
will put forward to the European Council—to the Council
of Ministers—our opinions about the merits of each of the
member states as candidates. It's up to the Council to de-
cide with which candidates we would start the negotiations
for enlargement. I could not speculate about the end of the
negotiation, but at the beginning of the next century, there
could be several new members in the European Union,
without stating any date.

Doesn’t the Union have to reorganize now? Isn’t that what the
intergovernmental conference is trying to achieve?

Yes, that’s important. We cannot add 11 new countries
with the institutions we have now, which were conceived
for a European Community of six member states at the be-
ginning. We still have these same institutions. But we have
to safeguard the efficiency of those institutions, and there-
fore we have to make a fundamental reform of our institu-
tions.... Also, the size of the Commission must be ad-
dressed. The European Commission cannot function in an
efficient way if we further enlarge the Commission to a
huge governmental body. That’s not possible if we are to
be efficient.

Back to the euro: How are you trying to convince the European
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We are now launching a very large information campaign to make
clear that the single currency, the euro, is not only in the interest of
the financial community, for bankers or for businessmen, but it is
also in the interest of the average citizen in their daily life.

people that the euro is go-
ing to be a strong, hard
currency?
That’s very difficult be-
cause the normal reflex of
any citizen is to want to
stay with what he or she
has at the present, of
course. And it is very diffi-
cult to convince him or her
to change. Therefore, we
are now launching a very
large information cam-
paign to make clear that
the single currency, the
euro, is not only in the in-
terest of the financial community, for bankers or for busi-
nessmen, but it is also in the interest of the average citizen
in his or her daily life. For instance, when Europeans are
traveling around Europe and changing their money back
and forth into different currencies, they are losing about 50
percent of their money. They have to be aware that with a
single currency they will not experience these losses.

You're going to be coming back
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to the US in June for the G7
economic summit in Denver.
What do you think are going to
be the main issues that you'll
be focusing on at that summit?

It's up to the American
presidency now, of course as
host country, to establish the
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agenda for the G7. One of the
items will be international development policy for the less
developed countries in relation to international organiza-
tions, like the Bretton Woods institutions, World Bank,
IMF, and WTO. We will also deal with crime, international
organized crime, as we decided in Lyon, and with the em-
ployment situation.

What is the employment situation? Is it getting any better in
Europe?

I must say that unemployment is one of our nightmares.
In many countries, unemployment is higher than 10 per-
cent, and that is simply unacceptable for the development
of our countries. Therefore, at the European Council in
Dublin in December of last year, we put forward a compre-
hensive action plan for employment to mobilize all the ac-
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tors, economic and also so-
cial partners, to see how
we can in our modern in-
formation society create
new jobs. We do need to
restructure some eco-
nomic sectors, liberalize
telecommunications and
energy, and strengthen
competitiveness through
the functioning of the big-
ger market, and increase
the competitiveness of our
companies. We also espe-
cially need to urge the so-
cial partners, employers,
and unions to negotiate the flexibility of the labor market.
It’s in this direction we are moving.

How would you describe Russia today? Is Russia an ally or an
adversary?

The European Union has finalized an agreement of part-
nership and cooperation with Russia. We think that we
have an important interest in stabilizing the situation in
Russia, from an economic and a political point of view, be-
cause we have to be aware that our own stability in the Eu-
ropean Union depends on the stability and security in Rus-
sia. Therefore, we have to make certain not to isolate
Russia, but on the contrary, we have to establish very close
relations with Russia and to assist her in developing her
economy and stabilizing her currency, the ruble. It’s in our
own interest that we have to have new links, a new quality
of relations with Russia.

There’s been talk that France and Germany are not getting
along. Do you see a unified French-German relationship now?

The Franco-German pillar is stable and is working well
and remains important. It is important because I cannot
imagine a strong European Union without very close coop-
eration between France and Germany. We have to be
aware that the starting point of European unification was a
reconciliation between France and Germany, and therefore
we always have to strengthen this relationship and to make
this pillar solid and stable.

Are you enjoying being president of the European Commission?
Is it what you thought it would be like?

It is a fascinating job. It is a very difficult one but never-
theless fascinating. @
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Designs for the new
euro bills created by
Robert Kalina, artist of
the Austria National
Bank, were presented in
Vienna in December.
Kalina won a
competition of the
European Monetary
Institute. When
Europeans reach into

theirwallets for the new

euro bills in the future,
what they will retrieve
most probably will be
designed by Kalina. The

bills all carry a stylized

map of the European
continent on one side
and renderings of
famous European
architectural designs on
the other side.

February 1997

15




(BELGIUM|
As 1997 begins, the Belgian people are facing the biggest crisis of

confidence since World War Il and, arguably, since they won their independence in 1830. The
immediate cause was the Marc Dutroux affair, involving the kidnapping and murder of at least four
young girls, and a hideous saga of judicial shortcomings and suspected political complicity allowed him
to escape apprehension long after much incriminating evidence had been built up against him.

Yet the Dutroux affair, however horrible, was only one of a long series of scandals, most of them
with political connections, which have shaken Belgian complacency to the core in the recent past.
The following is by no means an exhaustive list:

The Brabant killings. A series of apparently random attacks on
supermarkets in the greater Brussels area left more than 20 people
(most of them customers) dead. A dozen years after the events no-
body has been brought to trial, though the suspicion is widespread
that the murderers were former, or even serving, gendarmes be-
longing to an extreme right-wing terrorist group. Lawyers represent-
ing the victims have recently publicly named the alleged Kkillers in
the hope of precipitating legal action.

The murder of André Cools. The former vice-premier and
leader of the Socialist Party was shot dead in a car park in Liege in
1991. The police received a tip-off within a few weeks implicating an-
other former Socialist minister, Alain van der Biest, and several of
his associates, but no attempt was made to interrogate them. It was
only in September 1996, in the wake of the public outcry over the
Dutroux case, that they were arrested and charged with plotting the
murder, while two alleged hired hit men were arrested in Tunis and
confessed to the crime.

The Agusta and Dessault affairs. These involve allegations
that the Italian company, Agusta, and the French firm, Dassault, of-
fered bribes to obtain contracts for military and aviation supplies in
1988-90. Five ministers or former ministers, all Socialists, have re-
signed over the affair, and three of them, including former NATO
secretary-general Willy Claes, are facing trial on corruption charges.

The Inusop affair. Inusop is a public opinion research insti-
tute, affiliated with Brussels University, which carried out a series of
surveys on behalf of government departments at the behest of the
ministers concerned. Inusop’s director and deputy director were ar-
rested in 1989, but only came to trial in 1996, when it was estab-
lished that the institute had overcharged the departments for the
surveys, some of which were wholly fictitious, and had then passed
on the proceeds to the Socialist Party’s election fund. Among those
convicted was the former Socialist vice-premier Guy Coéme, who re-
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ceived a suspended sentence and was forced to resign his parliamentary seat.

Underage sex. In November 1996 it was alleged that two serving ministers had
had underage sex with male prostitutes. Vice-Premier Elio Di Rupo was cleared of
the charges, but the Supreme Court asked for the indictment of Education Minister
Jean-Pierre Grafé, who promptly resigned.

What all these scandals, apart from the last, have in common is that they remain
unsolved or have taken an enormously long time to come to trial, they have led to
widespread suspicions of a cover up, and in most cases, senior politicians have
been involved. Given the many examples of corruption at local government level,
involving all political parties, the reputation of politicians as a species could hardly
be lower.

This has been reflected in a catastrophic fall in support for the left-center coali-
tion government of Jean-Luc Dehaene, triumphantly re-elected in May 1995, but
by December 1996 receiving the support of only 19 percent of the voters, accord-
ing to a respected opinion poll. The same poll revealed a deep disillusionment,

Last fall in
Brussels, nearly 3
percent of the
Belgian population
turned out for the
“White March,” held
in commemoration
of four young
murder victims.
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reflecting a basic lack of confidence in
the political, judicial, and administra-
tive institutions of the country.

Only 15 percent thought that these
institutions were working well, com-
pared to 83 percent who said that they
were working badly. Some 77 percent
said that they had no confidence in the
ability “of the political world to make an
adequate response to the various mal-
functionings observed in the judicial
system and other levels of administra-
tion,” while 64 percent asserted that
“democracy is in danger in Belgium.”

The depth of public concern was al-
ready evident in October when an enor-
mous crowd—estimated at 3 percent of
the national population—assembled in
Brussels for the “white march” com-
memorating the paedophile victims
and to express anger at the institutions
and politicians who had failed them.
The effect of this massive demonstra-
tion was to galvanize Belgium’s previ-
ously acquiescent leaders into action.
King Albert spent long hours meeting
the parents of the victims in private ses-
sions, listening carefully to their com-
plaints, and conveying to the govern-
ment his view that root-and-branch
reforms were necessary.

Prime Minister Jean-Luc Dehaene
also met the parents and made four
specific pledges—that the parliamen-
tary investigation into the conduct of
the Dutroux inquiries would go “all the
way;” that all adults identified in the
pornographic videos found in
Dutroux’s house will be prosecuted;
that new laws would be introduced to
improve the rights of victims in crimi-
nal investigations; that the government
would propose a constitutional amend-
ment ending political appointments to
the legal system; and that Belgium
would set up an independent center for
missing children based on a similar in-
stitution in Washington, DC.

However, many Belgians say that
these measures, even if implemented to
the fullest, are insufficient to cure the
sickness in the Belgian state. They have
called for a radical overhaul of the whole
system and a fundamental change of the
attitudes and conduct of government of-
ficials and politicians before public con-
fidence can be restored. Such an under-
taking would not be easy. @

Dick Leonard is EUROPE’s Brussels
correspondent.
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B[lﬁlUM Hot Favorite for EMU

While Belgium’s political and judicial systems have been falling into
disrepute, its economic performance has greatly improved in recent years. So much so
that it is now a hot favorite to be included in the first group of countries to join Eco-
nomic and Monetary Union (EMU), leading to a single currency, in 1999.

J.P. Morgan Bank, which publishes a weekly calculator estimating the chances of
countries joining EMU on the first day, puts Belgium up at 100 percent, the same level
as Germany and France. By comparison Italy’s current rating is 64 percent, Sweden and
Spain are 62 percent, Denmark at 52 percent, and the UK at 40 percent.

It has been a hard struggle for Belgium to reach this point. Gross overspending by
successive governments in the 1960s and 1970s left the country with an appalling
level of debt, and it has taken more
than a decade of belt-tightening to
bring Belgium back to its present rela-
tively healthy but still precarious posi-
tion. The belt-tightening will have to
continue well into the next millennium
before the greater part of this debt
can be paid off.

It is still the case that more than 9
percent of the annual budget is ab-
sorbed by debt repayments and inter-
est, which means that a primary sur-
plus of 10 percent has to be earned
before the budget is in overall sur-
plus. In recent years, the primary sur-
plus has climbed to 5.5 percent—the
largest in the EU—but Belgium has
still had great difficulty in getting its
overall budget deficit down to the
Maastricht Treaty target figure, at or below 3 percent of GDP.

Even in 1996, despite Herculean efforts, the deficit turned out at 3.3 percent, but
the current forecast for 1997 is 2.9 percent, just within the target. The government has
been granted emergency powers to adjust taxes and public spending without prior par-
liamentary approval in case unexpected difficulties should threaten to drive it off
course.

On two of the other Maastricht criteria—Ilow inflation and a steady exchange rate—
Belgium has been among the best performers in the EU. The lingering doubt about its
ability to qualify for EMU was caused by the size of its gross public debt, which, accord-
ing to Maastricht, should be no more than 60 percent of GDP or “must be sufficiently di-
minishing and approaching the reference value at a satisfactory pace.”

The gross debt of Belgium in 1993 stood at 137 percent of GDP, much the largest of
any EU country. In 1997 this should be down to 127 percent, and Finance Minister
Phillipe Maystadt (whose careful stewardship has been largely responsible for the re-
cent improvement) says it will not fall below 120 percent before 2000, and may not
reach the 60 percent target until 2020.

Nevertheless, Belgium seems to have persuaded the Commission and the European
Monetary Institute that its recent progress can be sustained, and the government is
confident that it will get an approving nod early next year when the decision is made
about which nations will qualify.

The fact that it is overperforming on the other criteria will greatly strengthen its case,
and there is one other trump card that Belgium has to play: its 70-year old currency
union with Luxembourg. Nobody doubts that Luxembourg will be a founder member of
EMU, and it would be extraordinarily difficult to separate its currency from that of Bel-
gium. Commission President Jacques Santer, himself a Luxembourger, is well aware of
this, and observers speculate that he will exert his influence to ensure that the Belgian
franc is included in the single currency. —Dick Leonard

Prime Minister Jean-Luc Dehaene is
preparing Belgium to be among the first
countries to join EMU.
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Anne Asencio, a Renault designer in
Paris, ponders the shape of the
company’s new model, the Scienic.

s B Y F & I E R G W I N o

ince Gottlieb Daimler built the first small, powerful combustion engine in
1883 and Karl Benz patented the first “motor carriage” in 1886, Europe’s
car industry has undergone continuous changes. Two world wars de-
stroyed factories and slowed development, and companies have been built, re-
built, merged, nationalized, diversified, spun-off, privatized, streamlined, and re-
organized. The most recent major change came in 1993, when Europe’s car
makers suffered the worst decline in sales since World War Il. Sales have since
recovered but not before forcing the companies to reexamine their operations
from top to bottom and adopting strategies to carry them into the 21st century.

February 1997 19




[AUTO INDUSTRY

Any conversation with a European car executive regarding strategies will likely
include several mentions of the industry’s current mantra: improve competitive-
ness. It has become the catch-all phrase to describe the process of cutting costs,
increasing productivity, improving quality, and becoming more adaptable to the
consumer’s desires. European car makers have relied for too long on their home
markets for growth, as shown on their balance sheets after the 1993 recession.
Many of the companies have responded by streamlining their operations and ag-
gressively seeking new markets.

Even more pressing is the fact that Europe’s car makers will likely face in-
creased competition on their own turf. The year 2000 has been set as the target
date when the EU is scheduled to open fully to Japanese car makers. The current
arrangement allows the Japanese to bring in a mutually agreed number of cars in
addition to those they produce in European factories.

Car makers have fully acknowledged that theirs has become a global market
(another favorite phrase), and analysts predict the most rapid car market growth
will occur in the developing economies of Latin America and Asia. Most of Eu-
rope’s auto makers are either building or already have plants up and running in
both regions.

This globalization poses the question: What now constitutes a European car
maker, or for that matter, an American or a Japanese car maker? Honda builds
cars in Britain for the European market, using European suppliers and European
labor. BMW and Mercedes both have US plants. And of course the US has a big
presence in Europe. Last year, General Motors ranked as Europe’s second largest
car maker with 12.5 percent of the market, selling its brands Opel/Vauxhall and
Saab Automobile (of which it is a 50-50 partner with the Swedish owned firm Saab
Scania). Ford Europe ranked fourth, controlling 11.6 percent of the European mar-
ket on sales that included its British-produced Jaguar line.

The following describes the origins and current direction of the companies that

now make up the heart of the European-owned car industry.

Bayerische Motoren Werke (BMW)

Headquarters: Munich, Germany
Chairman of the Board of Management:
Bernd Pischetsrieder

MW, the Bavarian
Bmaker of nimble

sport sedans and
now roadsters, may
wish to be known for its
precision engineering,
but perhaps the com-
pany’s greatest accom-
plishment is the way it has captured
young car buyers’ imaginations. While
luxury makers like Mercedes focused
their marketing on older more affluent
car buyers, BMW positioned itself at the
fore of the yuppie market with the goal of
building brand loyalty and gradually
moving customers up to bigger more ex-
pensive models.

BMW’s logo, a spinning propeller in
blue and white (the colors of Bavaria),
reflects its heritage as an aircraft engine
maker. In 1913, Karl Rapp began design-
ing and building aircraft engines near
Munich, but after World War I, the Allies
prevented German aircraft production.

of choice
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BMW'’s Z3, James Bond’s ride

In the 1920s, BMW began making mo-
torcycles and in 1928 bought a small
company building cars from British de-
signs. In the 1930s, the
company introduced its
own series of cars and
established a reputation
for making affordable
sports cars. The Nazis,
however, forced BMW
to convert its production
to military purposes.
When company head
Josef Popp protested, he
was forced to resign.
The war destroyed

car,” called the Iseta, which appealed to
postwar Europe’s need for cheap
transportation.

In 1959, Herbert Quandt bought the
company and focused BMW on building
sport sedans. Seven years later the com-
pany acquired auto maker Hans Glas, fur-
ther strengthening BMW’s position. By
the 1970s, the car maker had established
a US distribution network, and exports
grew. The introduction of the larger 5 Se-
ries firmly established BMW as a major
luxury car maker and a direct competitor
to Mercedes-Benz. The 1980s brought
more export sales and the new 7 Series
became BMW’s largest model.

By 1992, the company’s US sales had
declined significantly from their peak in
the mid-1980s as Japanese car makers
had made strong inroads into the luxury
market. That year the company an-
nounced plans to build a plant in Spartan-
burg, South Carolina. In 1994, the com-
pany doubled its European market share
with the takeover of Britain’s Rover
Group, whose line includes the popular
sport utility Range Rover. In 1995, the
company’s new roadster the Z3 debuted
to rave reviews and was featured as
James Bond’s ride of choice in the movie
Goldeneye.

Daimler-Benz
Headquarters: Stuttgart, Germany
Chairman of the Board: Jiirgen E. Schrempp

uch of the history of Daimler-
M Benz coincides with the history of
the invention of the automobile.
Gottlieb Daimler and Karl Benz were two
rival automotive pioneers. In the 1880s,
Daimler and engineer Wilhelm Maybach
built the world’s first motorcycle and
began making engines for French car
makers. In 1900, a wealthy Austro-Hun-
garian named Emil

the company’s facto-
ries, and immediately
afterward, the Allied
occupiers prohibited
car production. To sur-
vive, BMW built
kitchen and garden
equipment until 1948.
But cheap transporta-
tion was hard to come
by, and BMW returned to vehicle pro-
duction with a one-cylinder engine mo-
torcycle. In the 1950s, the company
produced a tiny two-seater “bubble

Mercedes new E Class, also
called “Round Eyes”

Jellinek ordered 36 rac-
ing cars from Daimler
with the stipulation that
they would be named
after Jellinek’s daughter
Mercedes. The cars
were a success, and
Daimler trademarked
the name Mercedes in
1902.

Karl Benz meanwhile had estab-
lished Benz and Companies in Manheim
during the 1880s and had patented a
three-wheel car. By the turn of the cen-



tury, he was the leading car maker in
Europe.

The aftermath of World War I and the
rise of the mass-produced Ford Model T
prompted Daimler and Benz to merge in
1926, forming a larger, more competitive
company. The construction of the first
autobahns increased the ease of car
travel and spurred car buying during the
1930s. When World War II erupted,
Daimler-Benz switched to military pro-
duction, and at the war’s
end, its factories lay in
ruins. During the first
year of occupation, the
company manufactured
a pick-up truck before
returning to car produc-
tion in 1947.

By the 1950s, West
Germany’s economic sta-
tus had improved dramatically, and Daim-
ler-Benz was busily trying to meet the coun-
try’s need for transportation. During that
decade, the company acquired other com-
panies, such as Auto Union (Audi) in 1958,
to further bolster its position in the car,
truck, and engine markets.

Twenty years later, Daimler-Benz was
selling cars worldwide, and the Mer-
cedes name became synonymous with
precision engineering and luxury. As the
1980s began, the company diversified,
buying consumer and industrial electri-
cal companies. In 1992, Daimler formed
DASA, an aerospace company. In 1993,
Daimler-Benz listed on the New York
Stock Exchange, and soon afterward an-
nounced plans to build a factory in
Alabama.

Currently, the company is undergoing
a reorganization. Daimler chairman Jiir-
gen Schrempp, pushing to streamline the
corporate structure, proposed moving
the company’s most profitable unit, Mer-
cedes, under direct control of the parent
company’s board. The head of the Mer-
cedes unit, Helmut Werner, resigned
after opposing the plan. The move came
as something of a surprise. Business
Week had selected Werner as one of the
top 25 senior managers of 1996. He had
succeeded in expanding Mercedes’ prod-
uct line to attract younger customers and
in building the unit, which accounts for
about 70 percent of Daimler-Benz sales,
into Europe’s most profitable car com-
pany. Financial analysts, however, say
that, although losing Werner hurts Mer-
cedes, the overall Schrempp plan bodes
well for Daimler-Benz stockholders.

Fiat’s new Bravo

Fiat
Headquarters: Turin, Italy
Chairman: Cesare Romiti

here is a certain fitting irony that
Italy’s largest auto maker was built

by a man who established his repu-
tation on the back of a horse. In 1899,
Giovanni Agnelli, a former cavalry offi-
cer, was part of a group that formed Fab-
brica Italiana di Automobili Torino, best
known by its acronym,
Fiat. Agnelli soon
emerged as the com-
pany’s leader and ex-
panded its product lines
to include trucks, rail
cars, airplanes, and farm
equipment. Early on the
company imported many
of its parts, which kept
costs high, but high import duties on for-
eign cars protected Fiat’s position at the
top of the Italian market. After World
War I, the company reduced its depen-
dence on foreign suppliers and began
manufacturing more of its own parts.

Just as the German car makers suf-
fered heavy damage during World War II,
Allied bombing also ravaged Fiat’s plants.
After the war, US support helped keep the
company afloat as it rebuilt its business
through exporting inexpensive cars and
building plants abroad. During the 1950s,
the company further diversified, produc-
ing steel and construction equipment.

During the 1960s, the Common Mar-
ket forced a reduction in Italian tariffs,
opening the way for foreign makers to
compete on Fiat's home territory. Fiat
again pursued exports to shore up the
company’s flagging market share at
home. In 1966, Giovanni Agnelli II, the
founder’s grandson, took the company’s
reigns. He further diversified Fiat, buy-
ing into a wide array of industries, includ-
ing biotechnology and telecommunica-
tions, and took over Italian car makers,
Ferrari and Lancia.

During the 1970s, Fiat was plagued by
the oil crisis, attacks on its executives by
the Red Brigade terrorist organization, and
a severe cash shortage that forced the car
maker to sell a 10 percent interest to Libya
in 1979 (which Libya eventually sold).

In 1980 Cesare Romiti was named
managing partner and set to work trim-
ming 23,000 jobs. A month-long strike en-
sued, but a large number of workers re-
turned to the job, substantially reducing
union influence at the company.

During the 1980s, Fiat modernized its
operation. It's compact car, the Uno, be-
came a bestseller in 1983. But designing
innovative and attractive new models was
never a problem, rather Fiat models were
plagued by poor quality, which in large
part led to the company’s retreat from the
US market. Merger talks with Ford in
1985 yielded only a joining of the compa-*
nies’ European truck businesses. Fiat then
acquired Alfa Romeo and later made a
deal with Chrysler to sell Alfas in the US.

During the 1990s, Fiat has continued to
grow and expand its worldwide network of
businesses, which accounted for more
than $47 billion in sales in 1995, roughly 3
percent of Italy’s GNP. The car business,
which includes the Lancia, Alfa Romeo, In-
nocenti, Ferrari, and Maserati makes, re-
mains the industrial giant's crown jewel,
and it is positioning itself to become Eu-
rope’s low-cost producer and the preemi-
nent car maker in the developing world. In
April, Fiat unveiled its new “world car,” the
Palio in Brazil. Palio’s marketing campaign
describes the car, with an $8,000 starting
price, as the first car designed specifically
for the Asian, African, and Latin American
car markets, which analysts predict will ex-
perience the highest growth rate in the
next eight years.

Last year, Romiti finally succeeded
Agnelli, 75, as Fiat's chairman. The Ag-
nelli family, however, controls more than
30 percent of the company’s stock, and
Giovanni Alberto Agnelli, Gianni’s
nephew and head of the family’s Piaggio
motor scooter group, is widely tipped to
eventually lead Fiat.

PSA Peugeot Citroen

Headquarters: Paris, France
Chairman and CEO: Jacques Calvet

Peugeot’s takeover of Citroen to create a

French auto maker that would be large
enough to compete globally. The deal
joined two companies that trace their ori-
gins to the earliest days of car production.

In 1885, Armand Peugeot led his fam-
ily’s company into producing bicycles.
Soon his interest turned to automobiles,
and in 1894, a Peugeot car won what was
billed as the world’s first auto race, the
Paris Rouen Trials.

The company built various factories in
France, including the one at Sochaux that
remains Peugeot’s main factory today.
During the early days of car making Peu-

In 1976 the French government fostered

February 1997 21



AUTO INDUSTRY

geot introduced several new innovations,
including the first diesel powered car.
World War II inflicted heavy damage on
Peugeot’s operation, but after the war the
company moved quickly to expand.

Andre Citroen did not begin building
cars until 20 years after the Peugeots, but
by 1919 Citroen had become the first to
mass produce cars in Europe. However,
financial problems brought on by the De-
pression forced the company to give a
large portion of equity to Michelin as pay-
ment for tires.

The Citroen takeover in 1976 along
with the purchase in 1978 of Chrysler’s
aging European
units, including
the Rootes and
Simca name-
plates, made Peu-
geot the biggest
European auto
maker. However,
the strategy to become the “GM of Eu-
rope” failed, and the company lost $1.2
billion from 1979 to 1984.

At the end of this slide, Jacques Calvet
became CEO and immediately began a
modernization program that cut 30,000
jobs and moved Peugeot back into the
black in 1985. The company formed part-
nerships with Renault and Fiat and also
agreed to market Suzukis, Austin Rovers,
and Mazdas.

The beginning of the 1990s saw the
company pull out of the US market after
34 years. In 1993, citing the European
economic slump, Peugeot reported that it
would lose $239 million, its first loss
since 1984. Since then, Calvet has tena-
ciously cut costs and pushed Peugeot to
challenge Fiat for the title of Europe’s
lowest-cost car maker. Last year the com-
pany posted a respectable 1.5 percent
profit margin.

Like Fiat, Peugeot sees its future
growth in building low-cost cars in the
developing world. The company plans to
open a new plant in India, which follows
new facilities in Maylasia, Argentina,
Brazil, and China.

A global strategy and new factories
notwithstanding, the automotive rumor
mill continues to generate merger specu-
lation. Fiat is considered a possible
suitor, if only for its current venture with
Peugeot to build minivans. Merger or not
a Peugeot return to the US market per-
sists as a frequent industry rumor. Calvet
has discussed the idea, but with only a
year left before his expected retirement,

Peugeot’s 406 Coupe
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it probably will be his successor’s deci-
sion. Jean-Martin Folz, described as a
pragmatic manager, is rumored to be the
chairman in waiting.

Regie Nationale des Usines Renault
Headquarters: Boulogne-Billancourt, France
Chairman and CEO: Louis Schweitzer

announced that it would post its

first year-end loss in a decade,
bringing to an end the “Renault miracle,”
at least for now. After nearly collapsing in
the 1980s, the company im-
proved quality, cut costs, and
became one of Europe’s suc-
cess stories in the 1990s. But
last year’s loss highlights the
company’s dependence on the
European market, which ac-
counts for around 80 percent
of its car sales, and analysts see more
troubles ahead as deregulation of the Eu-
ropean car market approaches in 2000,
101 years after Renault was
founded.

The company began in
1899 in the Paris suburb of Bil-
lancourt, where the three Re-
nault brothers’ had a work-
shop. The brothers, Marcel,
Fernand, and Louis named
their company Renault Freres,
but Marcel’s tragic death in a
racing accident in 1903 and Fernand’s de-
parture in 1908 left Louis the lone Renault
to build the company. He quickly estab-
lished a niche as a taxi builder, and dur-
ing World War I a fleet of Renault taxis
shuttled French troops to fight at the Bat-
tle of the Marne. But the war effort did
more than immortalize the company’s
taxis. Renault also built tanks and airplane
engines for the war effort. Between the
World Wars, Renault continued to grow,
manufacturing cars, trucks, farm equip-
ment, and airplane engines.

In 1944 after the liberation of France,
Louis Renault was accused of collaborat-
ing with the Nazis during the occupation.
He died the same year while awaiting
trial in prison. After the war, the De
Gaulle government nationalized Renault,
and it rebounded as a high-volume, low-
cost manufacturer. Its 4 CV model was a
top seller in the 1940s and 1950s. It con-
tinued its success with the Renault 4 in
the 1960s and 1970s and the Renault 5 in
the 1970s and 1980s.

This fall French car maker Renault

Renault’s Spider, a concept
design unveiled last fall

The beginning of the 1980s saw the
company trying to gain US market share.
It bought 46 percent of American Motor
Corporation (AMC), but the move back-
fired as AMC withered. Furthermore,
Japanese car makers were winning mar-
ket share, and sales slumped for Re-
nault’s aging product line. In 1984, the
company reported losses of $1.5 billion.

In 1985, new chairman Georges Besse
cut 20,000 jobs and began revamping the
state-owned firm’s management strategy.
A year later, he was assassinated by ter-
rorists. His successor, Raymond Levy,
picked up where Besse had left off. He
cut a further 30,000 jobs and sold AMC to
Chrysler. By the late 1980s, Renault had
returned to profitability, boosted by a re-
juvenated car market and high import du-
ties on Japanese cars in the company’s
three prime markets, France, Italy, and
Spain.

The 1990s began with Renault joining
Volvo in a series of joint international
truck and auto operations. The two com-
panies appeared headed for merger until
Volvo stockhold-
ers, nervous about
the French govern-
ment’s 46 percent
stake in the com-
pany, quashed the
plan.

In November,
Renault and Peu-
geot entered talks
with the government to discuss cutting
40,000 jobs. A joint press release from the
two companies described the cuts as “a
matter of survival.”

Volkswagen

Headquarters: Wolfsburg, Germany
Chairman of the Board of Management:
Ferdinand Piech

of building a car for the common
man—efficient, reliable, and most of
all affordable. In 1937, the Nazi govern-
ment backed Porsche’s idea and founded
the Gesellschaft zur Vorbereitung des
Volkswagens (or the company for the de-
velopment of people’s cars) in Wolfshurg.
The company made no “people’s cars”
during World War II. Instead, it pro-
duced military vehicles.
After the war, the British occupiers
allowed the reconstruction of the shat-
tered Wolfsburg factory and oversaw pro-

Ferdinand Porsche had long dreamed



duction of the company’s first people’s
car. In 1948, the British selected Heinz
Nordhoff to run the venture, and the fol-
lowing year turned it over to the German
government.

By the end of the 1950s, the unassum-
ing styling of the VW Beetle and Microbus,
propelled by a wave of innovative advertis-
ing, had caught the US imagination.

In 1966, VW increased its product line
with the pur-
chase of Auto
Union (Audi)
from Daimler-
Benz, and in
1968, boosted
by its popularity
among young
car buyers, the
Beetle became
the world’s best-selling automobile.

The early 1970s proved less euphoric
as VW discontinued the Beetle every-
where except Mexico. During this time
the company’s Brazilian operation was the
only profitable sector. By the end of the
decade, however, VW’s new models had
caught on, and the company opened the
first foreign-owned car factory in the US.

VW made several international deals
during the 1980s, most notably buying
the Spanish car maker Sociedad Es-
panola de Automoviles de Turismo
(SEAT). The company also allied its
Brazilian unit with Ford’s Argentinian op-
eration to form Autolatina. The two com-
panies also made a deal to produce mini-
vans in Portugal. VW ended the decade
announcing plans to build China’s largest
automobile factory and acquiring Czech
car maker Skoda.

In 1993, Volkswagen’s board brought
the company’s history full circle when its
choice for the new CEO was none other
than Ferdinand Piech—grandson of VW
founder Ferdinand Porsche. Certainly
there was no one more steeped in the
lore of Europe’s auto industry than Piech,
whose grandfather and uncle went on to
form sports car maker Porsche after
World War II. Piech began his career as
an engineer at Porsche, where he built a
reputation as an intense and extremely
determined manager. From there he
moved to VW subsidiary Audi, where he
enhanced his reputation as a demanding
taskmaster.

From his first days as VW’s CEQO,
Piech promised to shake up the mori-
bund auto maker. Three years later the
company had gone from a more than $1.3

A VW concept mini convertible

billion loss to a respectable $320 million
profit.

One move that backfired, however,
was Piech’s hiring of purchasing execu-
tive Jose Ignacio Lopez away from Gen-
eral Motors. GM filed suit charging that
when Lopez left he stole vital trade se-
crets. Lopez resigned from VW last
November, and the company agreed to
pay GM a $100 million cash settlement
and promised to buy $1 billion
worth of GM parts over the next
seven years.

With the Lopez affair behind
him, Piech still faces a huge chal-
lenge in trying to keep Europe’s
biggest auto maker on track. The
company has suffered from espe-
cially difficult union relations that
have prevented the type of major
restructuring that many other European
car makers have instituted.

Volvo
Headquarters: Goteborg, Sweden
Chairman: Bert Olof Svanholm

olvo, the Swedish company with
Vthe Latin name (which means “I

roll”) began in 1915 as a subsidiary
of a ball bearing company. By 1932 the
company was assembling cars, trucks,
and buses, and three years later, Volvo
became an independent company headed
by the team of Gustaf Larson and Assar
Gabrielsson. From the firm’s beginning
the severe driving conditions during Swe-
den’s long winters forced the company to
pay especially close attention to engi-
neering and safety details.

During World War II, the company
benefited from Sweden’s neutrality and
the lack of imports and
expanded into tractor
production. After the
war, Volvo continued to
grow, further expand-
ing its farm machinery
business and producing
diesel engines. How-
ever, by the end of the 1950s the com-
pany centered on car production and ex-
ported roughly half of its cars to Europe
and North America.

In 1971, a young and dynamic new
CEQO, Pehr Gyllenhammar, took control
of Volvo and moved to diversify and en-
large the company in order to give it the
weight to compete globally. By the 1980s,
Volvo had invested in energy production,

1996 EUROPEAN CAR SALES

S : E Manufacts based
on new car ludes Audi, SEAT, and
Skoda. GM includes Opel/Vauxhall and Saab. Ford includes
Jaguar. Fiat includes Lancia, Alfa Romeo. BMW includes Rover.

Volvo’s 1998 C70 Convertible

industrial products, food production,
drugs and biotechnology development,
and financial services. Sales peaked, how-
ever, in 1987 and decreased steadily for
the next five years.

As global competition increased, Volvo,
like many other big conglomerates, found
it difficult to compete with smaller more fo-
cused companies. In 1994, the company re-
structured, concentrating on car, bus,
truck, and aircraft production and spent
more than $2 billion to modernize its man-
ufacturing operations and introduce the
new 800 series of family sedans. Volvo also
joined the Japanese firm Mitsubishi Mo-
tors and the Dutch government in a part-
nership to manufacture cars in the Nether-
lands. However, a proposed merger with
state-owned French car maker Renault
proved extremely unpopular with Volvo’s
stockholders and led to Gyllenhammar’s
resignation in 1994. The company contin-
ued to divest from its non-core businesses
and to improve its finan-
cial position.

Overall, Volvo re-
mains a relatively small
player when compared
to its larger competitors.
Its size and production
volume leave it with less
room for error, since design costs are
spread over fewer units than larger mak-
ers. But the Swedish car maker appears
ready for the challenge and is rolling the
dice in a bid to spruce up its boxy image
with the sleek new C70 coupe, which goes
on sale this spring. A C70 convertible
(gasp) is set for delivery in 1998. @

Peter Gwin is EUROPE’s managing editor.
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BOXSIER

PETER GWIN

“No other car sounds like a Porsche,”
says Alex Bachner, a German engineering stu-
dent and sports car lover. “It sounds like a big, angry dog.” If
such is the case, residents of Scottsdale, Arizona, were subjected
to much growling this past September as sports car aficionados
gathered to test drive Porsche’s newest model, the Boxster.

The first all-new Porsche design to roll off the company’s Zuf-
fenhausen assembly lines in 20 years, the Boxster and the fanfare
surrounding its arrival should not be confused with the typical au-
tomotive hype for the new flavor of the year. The Boxster repre-
sents what Porsche officials hope will be a new era for the com-
pany whose name first appeared on a car 96 years ago.

The first Porsche design debuted at the 1900 Paris Exposi-
tion. Ferdinand Porsche, a 25 year old Austrian, designed the
motors for the Lohner-Porsche, an electric car. In 1906, the
Daimler Motor Co. hired him to be its technical director. Over
the next 20 years he designed cars that expanded the limits of
automotive engineering. One of his most famous cars was the
Mercedes-Benz S series, which were coveted by wealthy car en-
thusiasts the world over.

Porsche, however, became interested in building cars for
more than just the rich and famous. He proposed that Daimler
mass produce cars that the common man could afford. The
company’s board thought the idea too radical. Porsche left to
start his own design business, which produced a number of fa-
mous cars including the Volkswagen.

World War II soon overtook the company. At the end of the
war, questions arose over Porsche’s wartime activities, al-
though he was later cleared by an Allied commission of any
wrongdoing. The French, however, accused him of misconduct
and held him in prison for almost two years before his family
paid the French government for his release. He then joined his
son Ferry, who had begun building sports cars.

They started with the principle that their cars would be the
best examples of automotive engineering on the road—any road.
The company remained true to that principle after Porsche’s
death in 1951 and over the course of the next 20 years built sports
cars that enchanted racing drivers and enthusiasts alike. Its suc-
cess and popularity notwithstanding, Porsche’s management did
not exhibit the same imagination in running its business as it did
in crafting its sports cars. Although Porsches remained dominant
on racetracks worldwide, the company’s directors made several
miscues during the 1970s and 80s, and Porsche relied heavily on
its 911 model, first introduced in 1965, to make money.

In 1992, Wendelin Wiedeking became Porsche’s new CEO.
The company faced grave financial problems, and Wiedeking
quickly determined he had to address two major issues. First,
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The two-seat convertible marks a
return to Porsche’s roots.

the manufacturing process had to become more efficient.
Porsches were increasingly expensive to produce because, by
modern standards, the assembly lines were inefficient. As the
cars came off the lines, dozens of mechanics were required to
go over each one fixing production glitches. Second, the com-
pany had to broaden its product line without sacrificing its repu-
tation for excellence. With a 911 starting at around $60,000, only
a small segment of the sports car market could afford to buy a
new Porsche. “We wanted an entry level Porsche which would
complement the incomparable and legendary Porsche 911,”
says Fred Schwab, president of Porsche Cars North America.

Meanwhile, Porsche’s chief designer Harm Lagaay had al-
ready begun looking for the design that would take the company
back to its roots. He found it in a sketch by Grant Ward, a young
American designer working at the company’s Zuffenhausen head-
quarters. Ward had drawn a Porsche that harkened back to the
1950s era racer, the Porsche 550 Spyder. The design was dubbed
the “Boxster,” a name that alludes to the car’s “boxer” six-cylin-
der engine and its roadster (open, two-seater) body. “We knew
this was the car we needed,” says Lagaay.

To help the company become more efficient, Wiedeking
brought in Shin-Gijutsu, a renowned Japanese consulting firm.
The number one message the Japanese brought was: In the
modern car market, a company couldn’t remain profitable by
just building great cars. A successful company had to build
great cars in a cost-effective manner.

With the Boxster, the company considered the manufactur-
ing process from the earliest stages of the car’s development to
ensure that it could be built efficiently.

Even with Porsche’s new eye for cost efficient production, the
new model won't come cheap. It has a projected starting price
slightly less than $40,000. Porsche officials, however, are quick
to point out that the price is competitive with BMW’s new Z3
roadster and is $5,000 cheaper than a Nissan 300 ZX convertible.

Its price notwithstanding, in 1997 a Boxster will be hard to
come by. The company plans to produce 15,000 this year, and
most of the 7,500 earmarked for the North American market
have been pre-sold. The interest to be among the first to test
drive the car was so great that Porsche charged around $1,200
per person to attend the sneak preview in Scottsdale. One en-
thusiast put it in perspective, “The thing you've got to under-
stand about Porsche is that they’re not just selling cars; they’re
selling a mystical experience.”

Perhaps, but it is a mystical experience that sounds like a
big, angry dog. @
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FROM DUBLIN TO
AMSTERDAM

The European Union is playing for the highest stakes
in its 40 year existence as it prepares to sign a new treaty
at the Amsterdam summit in June.

The EU is walking a tightrope as it struggles to bal-
ance the conflicting interests of its 15 member states and
produce a new rule book that will ease its enlargement
to include Central and Eastern European countries at the
turn of the century.

The tension was palpable at the EU’s Dublin summit
last December when a simmering row between its two
power brokers, Germany and France, came close to
scuttling plans for a single currency.

A tense 18 hour negotiating marathon in Dublin Cas-
tle forged a compromise that partly met Bonn’s call for
cast iron rules and fines to punish excessive budget
deficits in the monetary union and Paris’s insistence on a
measure of political oversight.

The highly technical agreement, in effect, amounted
to a German climbdown that could yet boomerang in
Bonn as Chancellor Helmut Kohl seeks to win over the
60 percent of Germans who are against trading in their
cherished D-mark for the untested single currency, the
euro, in 1999,

The messy Dublin compromise is also likely to exac-
erbate tensions between Bonn and Paris throughout
1997, the benchmark year for deciding which countries
will qualify for the euro.

It is still touch and go which countries will make the
grade with the biggest question mark hanging over the
ability of the key players, not least Germany, to meet the
toughest target of all: a budget deficit below 3 percent of
gross domestic product.

While monetary union is all over bar the shouting,
the fate of the EU’s attempt to rewrite the political chap-
ters of its landmark 1991 Maastricht Treaty is still hang-
ing in the balance.

The Dublin summit was so preoccupied with resolv-
ing the Franco-German monetary spat that very little
time was devoted to the equally pressing problems of re-
forming the EU’s constitution and overhauling its deci-

sion-making machinery.

The EU is publicly committed to completing negotia-
tions on these issues, in the so-called intergovernmental
conference (IGC), by the Amsterdam summit. But no one
is minimizing the task facing the diplomats and some of-
ficials are now saying the final deal won't be cut until the
following summit, in Luxembourg, in December.

The current Dutch presidency of the EU has the un-
enviable task of trying to fashion a compromise on is-
sues that inflame passions in most member states from
the ardent federalists like the Belgians and Germans to
the skeptical Britons and Danes.

The most controversial issue is the extension of ma-
jority voting into new areas and the dilution of national
veto rights. The IGC must also address the vexed ques-
tion of rebalancing power between the larger and smaller
countries. Germany with a population of 80 million has
12 votes in the decision-making Council of Ministers
while minnow Luxembourg with a population of less
than 400,000 has one vote. Greater powers for the Euro-
pean Parliament and slimming the European Commis-
sion, the EU’s executive wing, are also on the crowded
agenda.

The senior diplomats who meet regularly in Brussels
urgently need a “steer” from their political masters in the
EU’s national capitals to unblock the IGC. “Over the next
six months we are going to need the sort of inspiration
of those who framed the (US) Declaration of Indepen-
dence—a large sense of vision,” said John Bruton, the
Irish prime minister and host of the successful Dublin
summit.

All EU leaders concede there must be a radical
change in the way the bloc conducts its business to
avoid policy gridlock when the membership swells from
20 to 25 countries by, say, 2010. And the Central and
East European countries want a deal as soon as possi-
ble—preferably in Amsterdam—as the EU has publicly
pledged to start accession negotiations with them six
months after it has inked “Maastricht Two.”

In a bid to break the deadlock, France and Germany
have proposed a “flexibility clause” in the new treaty
that would allow some countries to press ahead with
deeper integration even if their partners do not want to
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participate. This “two speed” Europe is at odds with the phi-
losophy of the EU’s founding fathers, but it may be the only
way to ensure its survival after enlargement.

The IGC negotiations have slowed to a snail’s pace be-
cause British Prime Minister John Major is blocking almost
every proposal to bolster his anti-EU credentials in the run
up to the general election, which must be held at the latest
by May 1—just six weeks before the Amsterdam summit.

The UK’s partners, acknowledging they will make little
headway while Mr. Major is in power, are looking to his
odds-on successor, opposition leader Tony Blair, to break
the logjam after the election. But Mr. Blair too has been
trimming his European sails and is unlikely to countenance
a substantial shift of power from London to Brussels. He
has already ruled out the Franco-German flexibility pro-
posal. “The important thing is that Europe moves ahead
together.”

Unless the UK backs down the IGC faces stalemate. And
signing a new treaty isn’t the end of the affair because it must
face the hurdle of a problematic Danish referendum.

It's a worrying prospect for the East Europeans queuing
outside the EU’s door. But if the past is any guide, the EU will
pull off a deal at the last moment. It always does.

—Bruce Barnard

KrLiMA NAMED NEW AUSTRIAN
CHANCELLOR

Austria’s finance minister, Viktor Klima, became the new
chancellor of Austria following the resignation of Franz Vran-
itzky, who served more than 10 years as chancellor. Vran-
itzky, who led Austria into the European Union, was Europe’s
longest serving leader of government after German Chancel-
lor Helmut Kohl. Vranitzky said 10 and a half years in power
was “a sufficient spell.”

Klima, 49, had previously served as Austria’s minister for
public economy and transport from 1992 until early last year,
before becoming finance minister. Before that, he had
worked for the Austrian state-owned oil company OMV,
where he had served as head of finance on the management
board. He is credited with pushing through the privatization
of Creditanstalt, the country’s best-known bank and helping
to pass a strict budget last year to make certain that Austria
will meet the criteria for joining the first round of EMU. He is
considered popular with the business community and is
known as someone who gets things done.

In one of his first acts as chancellor-designate, Klima
named Vienna city finance councilor Rudolf Edlinger as his
government’s finance minister.

CoLD WEATHER DISRUPTS
EUROPE

European television screens showed once in a generation
scenes at the turn of the year as the continent was hit by the
coldest weather in more than 30 years.

The Venice lagoon was frozen as were some parts of the
river Thames in London for the first time since World War II.
French President Jacques Chirac’s presidential guard couldn’t
play the Manrseillaise as he delivered a speech in Paris be-
cause their instruments were frozen. Even the Mediterranean

islands of Corsica, Sardinia, and Sicily were covered with
snow, and shipping ground to a halt on some of Europe’s
biggest rivers, including the Elbe and the Danube.

The Netherlands rediscovered its national identity on Jan-
uary 4 when for the first time since 1986 the ice was thick
enough for the staging of the 15th Elfsetdentocht, a grueling
120 mile skating race over the canals that crisscross the coun-
try. More than a million of the nation’s 15 million population
lined the route.

The darker side of the Siberian blast was that homeless
people made up a large proportion of the more than 200
deaths mostly by freezing.

NTA OFF TO GOOD START

European Commission Vice President Sir Leon Brittan ex-
plained that the New Transatlantic Agenda is “off to a crack-
ing start” after meeting with Secretary of State Madeleine Al-
bright on January 28 in Washington.

Brittan and Hans van Mierlo, deputy prime minister and
foreign minister of the Netherlands, which currently holds the
EU presidency, met with Albright to discuss EU-US relations,
the New Transatlantic Agenda, China, Bosnia, the Middle
East, and Cuba.

The meeting was the first of the regular twice-yearly EU-
US ministerial meetings. It was followed by a press confer-
ence at the European Commission Delegation, where Foreign
Minister van Mierlo stated that the New Transatlantic Agenda
has “intensified cooperation with the US producing new,
concrete results.”

EP ELECTS LEADERS

The European Parliament recently elected its new lead-
ers. The following is a list of the European Parliament’s new
leaders.
President: Jose Maria Gil Robles Gil Delgado

(Spanish, EPP)
Nicole Fontaine (French, EPP)
Nicole Pery (French, PES)
David Martin (British, PES)
Giorgios Anastassopoulos (Greek, EPP)
Antoni Gutierrez Diaz (Spanish, GUE)
Ursula Schleicher (German, EPP)
Renzo Imbeni (Italian, PES)
Magadelene Hoff (German, PES)
Josep Verde 1. Aldea (Spanish, PES)
Paraskevas Averginos (Greek, PES)
Luis Marinho (Portuguese, ELDR)
Antonio Capucho (Portuguese, ELDR)
Bertel Haarder (Danish, ELDR)
Guido Podesta (Italian, UPE/EPP)

Vice President:

UPCOMING EVENT

May 28-29—President Clinton will make an official visit to
the Netherlands where he will meet with Dutch and EU lead-
ers to discuss various issues, including European security,
and to attend ceremonies commemorating the fiftieth an-
niversary of the Marshall Plan.



BUSINESS BRIEFS

Airbus, the European aircraft manu-
facturer, vowed to proceed with a plan
to build a “super jumbo” after Boeing
scrapped a rival project for a 550 seat jet.
Airbus says it is still talking with 19 air-
lines about the planned jet.

Meanwhile, Airbus plans to change
its status to a free-standing company in
1999 in a long-delayed move spurred by
the recent $13 billion merger of arch ri-
vals Boeing and McDonnell Douglas.

At present, Airbus the world’s sec-
ond-largest aircraft manufacturer after
Boeing, is an “economic interest
group,” which shares its profits and
losses and subcontracts work to its four
partners—British Aerospace, Daimler-
Benz Aerospace of Germany, Aerospa-
tiale of France, and CASA of Spain.

Establishing a corporation will be
the first step to a share offering that
would help raise capital for new proj-
ects, notably the super jumbo.

Airbus, based in Toulouse, France,
booked 309 orders in 1996, nearly
three times 1995’s total of 106 and its
biggest intake since 1990 when it
clinched 404 orders.
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Meanwhile Fokker the bankrupt
Dutch aircraft manufacturer is likely to
be broken up and sold after its last po-
tential suitor, Samsung Aerospace of
South Korea, abandoned its plans for a
takeover.

Samsung walked away after it failed
to get financial support from other Ko-
rean aerospace companies who balked
at the $850 million investment needed
to revive Fokker.

The last remaining hope for Fokker,
which has been kept alive with a skele-
ton staff since it was declared bankrupt
last March, is Yakovlev, the Russian
aerospace company.

INSIDE EUROPE
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Bruce Barnard

Reuters contributed to news reports
in this issue of Inside Europe.

Inside Europe is published by the Dele-
gation of the European Commission,
2300 M Street, N.W., Washington, DC
20037.

The contents of this newsletter do not
necessarily reflect the views of the Euro-
pean Union institutions or the member
states.

It hopes to capture 25 percent of the
Russian market by 2000, but industry
analysts question its ability to finance a
rescue.
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European governments will raise
$53 billion from sales of state-owned
companies in 1997 overtaking last
year’s record receipts of $43 billion and
taking total privatization proceeds to
$230 billion, according to J.P. Morgan.

Italy will top the privatization rank-
ings with $20 billion of sales planned,
followed by France with $11 billion,
Spain $8.6 billion, and Germany with
$5 billion.

Most sales will be concentrated in
telecommunications and utilities,
which are expected to account for
around 56 percent of proceeds.
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BASF, the German chemicals group,
plans to invest around $635 million in
India over the next four years in the lat-
est stage of its program of increasing
sales in Asia, which currently accounts
for only 10 percent of its global revenues.

BASF’s announcement confirms the
accelerating move by German compa-
nies abroad, prompted partly by the
need to break into emerging markets,
and partly by the need to escape high
domestic costs.

Even as Germany’s jobless rate
scales a postwar high of more than 4
million, German companies are ex-
pected to create at least 300,000 jobs
abroad, most of them in low-cost sites
in Central and Eastern Europe.

But Volkswagen, the car manufac-
turer, helped to lift the gloom by con-
firming it will build two new models, the
Lupo and the Lupino, to be launched
later this year, at its German plants.
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Dutch companies increased their
commitment to the US financial ser-
vices market with two takeover deals
worth more than $5.5 billion.

Aegon, the insurance group, is ac-
quiring the insurance activities of Pro-
vidian, a Kentucky-based financial ser-
vices firm, in a $3.5 billion deal that
will make it the biggest insurer in the
Netherlands and the eleventh-biggest
in the US and lift it from seventeenth to
twelfth in the world rankings.

Meanwhile, ABN-Amro became the
biggest foreign bank in the US after its
$1.95 billion takeover of Detroit-based
Standard Federal Bancorp.

The deal will add 182 branches and
$15.5 billion in assets to ABN Amro’s
existing US network of 231 branches
and $112 billion in assets. It follows 11
other acquisitions valued at $22.2 bil-
lion since 1990 that have made the
bank a major player in the Midwest
market, which it entered in the 1970s
with the purchase of Chicago-based La
Salle National.

LN

The British film industry is on a roll
with a string of domestic hits and a fa-
vorable exchange rate encouraging
Hollywood to shoot several block-
busters at local studios.

British producers invested in 114 fea-
ture length movies in 1996, the highest
number for 15 years, and foreign pro-
ductions also rose, led by the current box
office hits 701 Dalmatians and Evita.

The country’s top two studios,
Shepperton and Pinewood, are ex-
panding their facilities and George
Town Holdings, a Malaysian group, is
transforming into a new studio an air-
port where Goldeneye , the last James
Bond movie was filmed.

Gaumont, the French film produc-
tion company, also recently announced
plans to make movies in the UK.

—Bruce Barnard

WHAT THEY SAID

“It is a central lesson of this century
that America must remain a European
power. European stability depends in
large measure on continued American
engagement and leadership. And, as
history attests, European stability is
also vital to our national interests.”
—Madeleine Albright, secretary of
state, at her confirmation hearings
before the Senate Foreign Relations
Committee

“1 hope that the agreement is a good
omen for 1997 and will carry with it
further settlements on the issues in
Israeli-Palestinian relations that are

still open.”
—Klaus Kinkel, German foreign
minister, commenting on the
Hebron Agreement

“There’s no question of Britain leaving
the European Union. We wish to play
a constructive part in the European
Union.”

—Jobn Major, British prime
- minister




« MIPIM really helps in reducing
our telephone bill... »

Claude Heurteux,

Chairman of Groupe Auguste Thouard, France

For Claude Heurteux, « MIPIM’96, enabled us to meet decision-makers who are impossible to contact otherwise ».
For its 8th edition, MIPIM'97 will gather over 6,500 participants from 50 countries representing more than 2200
companies. An unpreceded opportunity to meet, as Claude Heurteux confirms, the key professionals of the real
estate international scene under one roof. Four days of intensive, high-level meetings and negotiations at the

world’s largest real estate professional event of its kind.

[GEMRENE Photo: Axel D. Tilche.




Ask just about any American auto maker operating in
Europe what they think will be the next hot car craze
among EU consumers and the most likely answer will be
either minivans or the off-road sport utility vehicles,
which have been setting new sales records in the States
over the past several years.

“Demand for minivans and four-wheel drives hasn’t yet
skyrocketed like in the US, but sales are growing and many
people feel the numbers will start taking off soon,” predicts
Chris Mattingly, a spokesperson for General Motors Europe.

In response, GM has been trying to meet the immediate
sport utility demand by shipping Chevy Blazers from Detroit
to sell in Europe while developing a new European designed
and produced series of vans and four-wheel drives.

Specifically, Opel—the name under which GM operates in
Europe—has created the Sintra, a new minivan created by a
joint European-US design and engineering team. GM will
also soon be selling its new Chevrolet Venture van series
under the Opel name in Europe.

Station wagons are another strong selling car for GM in
Europe.

“The European and American markets are more similar
than different when it comes to station wagons,” says
Mattingly. Indeed, Opel station wagon sales have been
steadily growing for 10 years—and look to keep growing in
the near future, observes GM Europe spokesperson Stefan
Weinmann.

Opel’s best-selling wagon is the mid-size Astra, popular
among couples with young children. “This is a bread-and-but-
ter product for us since it constantly ranks among our top
selling cars,” says Weinmann.

While minivans, four-wheel drives, and station wagons are
extremely popular in both Europe and the United States, the
prototype American pick-up truck does not seem to have
caught the imagination of European car buyers. “There is
just no demand for American style pick-up trucks in Europe,”
agrees Weinmann.

Confirming the coming four-wheel drive craze, the off-
road Explorer is Ford’s second best-selling vehicle in
Europe. “And I think the numbers are poised to jump signifi-
cantly over the next couple of years,” says Steve Woolming-
ton, coordinator of product strategy for Ford Europe.

“A major factor in our confidence is we have just intro-
duced a right-hand drive Explorer into the United Kingdom,
which is one of the strongest markets for off-road vehicles in
Europe,” notes Woolmington.

Ford’s other top selling imports are the Probe, a sports
coupe, and the multi-purpose Winstar minivan.

Chrysler, the smallest of Detroit’s Big Three, also feels
much of its future European success depends on the demand
for minivans and four-wheel drive vehicles—two categories
where it excels.

“Following our experience in the US, the Voyager minivan
series is also Chrysler’s best-selling product in Europe,”
notes Han Tjan, Chrysler Europe’s Brussels-based vice presi-
dent for public relations.

Some reasons for Voyager’s popularity are “our unique
styling plus a slightly roomier cabin and longer wheelbase
than our European competitors,” Tjan claims.
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BY LARRY REYNOLDS

Like other auto makers, Chrysler forecasts a coming bull
market for off-road sport utility vehicles and minivans.

“I predict steady growth in the minivan, or multi-purpose
vehicle sector. As to the four-by-four market, sales have been
steady. And we forecast there is going to be a significant
jump in demand—particularly in the upper luxury end of the
sport utility market,” notes Tjan.

Like Ford, Chrysler has rushed to introduce a right-hand
drive version of its popular four-wheel drive Jeep Grand
Cherokee into England.

We’re very happy about this move. We feel the Jeep name
will give us a huge edge in brand name recognition and cus-
tomer loyalty,” says one Chrysler official.

Many observers agree that most American cars either im-
ported for sale or built in Europe by the subsidiaries of De-
troit’s auto makers no longer carry the mystique of the so-
calied American “muscle car” of the past that combined a
high performance engine with a rebellious attitude—like the
1957 Chevy convertible, the Dodge Charger, or the Ford
Mustang.

Tjan claims Chrysler, however, is keeping the candle of
this tradition lit in Europe. “I consider our souped-up, top-
of-the-line 5.2 liter V-8 Jeep Cherokee to be the muscle car
of the sports utility market,” he argues. “In fact, rumor has
it that Mercedes recently commissioned Porsche to design
a special four-by-four capable of competing with it.”

Not overlooking the rest of the car market, Chrysler
also just introduced the Neon, a small two liter car manu-
factured in Europe.

“Within two weeks we sold what our marketing depart-
ment had projected would be a year’s worth of Neons,”
notes Tjan. “Since this is the size car the typical European
auto buyer prefers, it could just turn out to be one of our
best European success stories.” @
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n April 1993, Mercedes-Benz AG executives

gave then 38 year old Andreas Renschler, a

fast-rising company executive with a taste for

argyle socks and rock-and-roll music, a figura-

tive hlank sheet of paper and a $300 million
hudget and told him to go to America. There he would
recruit a management team to conceive, design, and
build from scratch a world-class manufacturing facility
to construct and globally market Mercedes’ new entry
into the growing and lucrative four-wheel drive sport
utility vehicle category.

Within a month, the project was formally incorpo-
rated into a new company, Mercedes Benz United States
International, Inc. (MBUSI), with a mandate to be
ready to produce and deliver 60,000 to 70,000 of these
new all-activity vehicles for sale, annually, by fall 1997.

BY LARRY REYNOLDS
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After an extensive search for the
right site, in September 1993 the Mer-
cedes team decided the future home
for this new venture would be Vance,
Alabama, a tiny hamlet tucked into the
red clay hills running through the
northern part of the state 12 miles east
of Tuscaloosa and 32 miles west of
Birmingham, the state’s largest city.

Just about everything about this ac-
tivity is new—the management corpo-
rate culture, location, manufacturing
facility, and production workers—mak-
ing it not only a potentially risky opera-
tion but a bold experiment other corpo-
rate CEOs across the world are closely

watching for ideas to copy in their own
companies.

But this is a risk Mercedes feels it
must take to stay on the cutting edge and
to stay competitive in today’s world econ-
omy. Corporate-wide, MBUSI is another
part of the company’s “active search for
new techniques and processes which
can be adapted for use throughout the
worldwide Mercedes-Benz organiza-
tion,” notes Linda Paulmeno, MBUSI’s
director of communications.

Additionally, this move “is a key part
of our global strategy to get closer to
our customer base. The fact we're
building our first passenger vehicle

manufacturing plant outside Germany
in America underscores our desire to
get even closer to the markets we
serve,” stresses Paulmeno.

MBUSI is the result of several years
of intensive discussion and doodling on
the blank sheet of paper Mercedes gave
Renschler and his hand-picked manage-
ment and engineering team recruited
from every US and Japanese auto maker
with facilities in the States, as well as
Mercedes’ own German experts.

“We were given a free hand to create
our own vision, organizational charts,
culture, and methods for how we think
things should be done,” says Andreas

Southern hospitality and a generous package of state-funded
inducements helped Alabamans convince Mercedes-Benz to
build the company’s new factory in their state.
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Renschler, MBUSI’s president and
CEO.

“We are a multicultural team of Ger-
mans, Americans, and Canadians.
From the start, our attitude has been
there is no one optimum way of operat-
ing,” Renschler recalls. “Rather, there
are different optimums. “By culling the
experience and expertise we have gath-
ered here we hope to define the best of
all the different bests then design this
knowledge into how Mercedes-Benz
US International does business.”

One sign that there is something dif-
ferent about this venture is “in the past
you would have expected Mercedes to
pick a well-known technical, slide rule
type to lead this project without giving
that much thought to their so-called
touchy-feely management skills,” notes
David Cole, director of the University
of Michigan’s office of Automotive
Transportation. However, “the Ger-
mans instead chose someone based on
their human skills first and their tech-
nical expertise second,” says Cole.

“I wouldn’t go as far as calling this a
revolution. I'd say it’s more of an evolu-
tion,” notes Reischler. While the
Vance, Alabama team is looking for
new ways to build cars and manage

ideas: People are more important to
success than machinery; and simple is
better than complicated.

“If you want to build the best-of-the-
best manufacturing plant, you first get

The entire plant is designed to encourage
everyone to constantly talk with and interact

with one another to find new ways to make a

better vehicle.

people, “the foundation for all this ac-
tivity is still the Mercedes-Benz tradi-
tion of producing a superior, quality
product,” Renschler emphasizes.

The basic concept behind the man-
agement and manufacturing philoso-
phy the MBUSI team has created for it-
self seems to boil down to two basic

FOB JAMES

GOVERNOR OF ALABAMA

Alabama Governor Fob James spoke to EUROPE

about the impact of the Mercedes plant for the state and the grow-
ing importance of international business in local economic devel-
opment. He was interviewed by contributing editor, Larry Reynolds.

There was intense com- |
petition among several |
different states to get |
Mercedes to locate this |
new plant in their juris-

. rubber, textiles are
just some of the major
industries which have
had significant facilities
here for some time. An-

diction. Frankly, more
than a few experts were surprised when
the company decided to huild in
Alabama.

While the general public might not re-
alize it, historically, Alabama has had
a long and excellent reputation as a
place to operate a manufacturing busi-
ness. Steel, chemicals, agribusiness,
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other advantage we
have is a well-developed infrastructure
of both interstate highway and rail
systems plus the port of Mobile from
which you can export or import
goods.

These things are important, but many
other states have similar assets to
offer.

the best people and set the goals you
want to achieve then let them loose in
what I call an empowerment zone that
encourages free discussion, debate,
disagreement, and consensus building
while staying firmly fixed on how to
achieve your agreed goals,” says An-
dreas Renschler.

One distinct advantage we had was a
long history of German involvement in
the state going back to professor
Werner von Braun and the scientists
he recruited to work for the National
Aeronautics and Space Administration
(NASA) in Huntsville, home of the
Saturn and other major missile pro-
jects. Plus there is Degussa Chemi-
cals, another large German company,
which has operated a highly success-
ful plant down in Mobile for nearly 25
years.



As part of its participative manage-
ment philosophy, traditional executive
perks like designated management
parking areas, executive dining rooms,
and private offices don’t exist at
MBUST’s Vance facility. Instead of suits
and ties, managers—Ilike all other em-
ployees—wear the same Mercedes
teamwork uniform.

“Our production methods are not
only new to Mercedes, but no one else
is doing anything like them,” claims
Renschler.

The Vance plant, for instance, em-
ploys a next generation modular con-
struction technique that relies on a lim-
ited number of suppliers to deliver
entire sections of the vehicle already as-
sembled just in time and sequence to
match the plant’s production schedule.
In turn, this technique reduces the need
for a larger, costlier plant while control-
ling inventory and warehousing costs.

The facility’s unique physical de-
sign, which places the assembly line,
administration offices, plus body and

With a history and attributes like
this I guess it was a smart move hy
Mercedes to locate here.

I think it was absolutely brilliant. I
have never worked with a better
bunch of people.

Still, some critics say the reported
$250 million in financial assis-
tance and tax hreaks the state gave
Mercedes were too expensive—and
could end up costing the state more
than it is worth to lure the company
here.

We don’t see it that way. We feel
whatever incentives we gave Mer-
cedes are already more than paying
for themselves by moving Alabama to
the top of the list of many other com-
panies looking to locate a new
facility.

Then there’s the ripple effect of
1,500 potential new jobs and pay-
checks at the Vance plant, alone, plus
the other new businesses and jobs
created by local suppliers and firms
that serve Mercedes, its workers,
and contractors. Add it all up and we
expect the net positive economic im-
pact in the state over the near future
is going to be both tangible and deep.

paint shops all under the same roof
rather than separate buildings also
reflects the company’s management
philosophy.

In fact, the administrative section
where managers and company execu-
tives have their open plan offices is
located in the middle of the manufac-
turing area, encouraging constant com-
munication and easy access between
production team members and all
levels of management.

“We want managers to turn off their
computers, leave their office, and go
out to the factory floor to talk and see
firsthand how things are going as
much as possible. In turn, the entire
plant is designed to encourage every-
one to constantly talk with and interact
with one another to find new ways to
make this a better vehicle,” empha-
sizes Renscher. @

Larry Reynolds’ article “US Firms
Create Jobs in Europe” appeared in the
September issue.

Just how important has attracting
foreign companies to locate in their
backyard bhecome to local politi-
cians and economic development
agencies?

Foreign investment has become a
very important and integral part of
the local economic development
strategy. We're hiring more develop-
ment specialists with international
backgrounds and recruiting overseas
companies on a daily basis just like
we do domestic firms.

What does this say about the role
being played hy international trade
in local commerce?

It underscores and reflects the grow-
ing importance of international com-
merce in just about every aspect of
business life.

Just like we want to attract over-
seas companies to improve our
local economy, foreign firms—par-
ticularly those with mature mar-
kets—know they must find new out-
lets for their goods and services in
places like the United States if they
are to continue to grow and stay
competitive both back home and
globally.

THE PRODUCT

While prototype details are still being
finalized, key features of this $35,000-
and-up sports utility vehicle include: an
unusual three valve-per-cylinder V6
engine with a 5-speed automatic trans-
mission (look for a V-8 version in 1998),
rack-and-pinion steering, electronically
controlled full-time four-wheel drive,
plus dual front and side air bags.

Size-wise, Mercedes says it’s AAV’s
wheelbase is no longer than the Jeep
Grand Cherokee’s and wider than Ford’s
Explorer.

THECOMPANY

Mercedes Benz United States International

Location. Vance, Alabama.

Site Size. 966 acres,

Plant Size. 200 acres.

Building Size. 1 million square feet.

Initial Investment. More than $300 million.

Local Content from North American Suppliers.
Approximately 65 percent.

Value Added. Approximately 20 percent.

Employees. Up to 1,500 within three years.

Annual Production. 60,000-70,000 all-activity
vehicles, half of which are destined for US market.

Production Begins. 1997
Official US Vehicle Sales Launch. Fall 1997.

THEECONOMIC IMPACT

According to an economic analysis done
by Troy State University and Fluor Daniel
Siting & Consulting Services, the
Mercedes plant will produce:

$500 million in new investment and
10,000 new directand indirect jobs in
Alabama over the next five years.

$154-$162 million annually in new
direct payroll and related employee
henefits.

$140 million annually in new indirect
payroll and henefits by firms servicing
the Mercedes facility.

$50 million in new annual retail sales to
Mercedes, its employees, and suppliers.
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skiing is as much a social as a sporting activity. “Ameri-
cans ski vertical, while Europeans ski between bars,”
quipped one skier trying to explain the difference hetween
skiing in Europe and North America.

Europe is hard to beat for wonderful scenery, high altitude slopes with guaranteed
snow and great apres-ski. You can choose between sophisticated ski resorts, where
royalty, the rich, and the famous rub furs, or rustic alpine villages where the smell of
burning wood perfumes the air.

Reports of the demise of European skiing are exaggerated. Heavy investment in
high speed lifts and snow machines have shortened queues and enhanced the consis-
tency of snow conditions. But spiraling costs have had an impact. Some have stayed
away; some have opted for lower cost destinations; and some have headed for the US.

Europeans generally have longer vacations than Americans, so they don’t just go
skiing for the thrill of the downhill and the
tranquillity of the cross-country. They are
also there to eat, socialize, and party. Re-
sorts have to offer good shops, restaurants,
and lively apres-ski.

In European resorts people will stop in
mid-morning for a hot chocolate or hot
wine, enjoy sitting in the sun, and just relax-
ing. Lunch can be prolonged, and a visit to
the bar at the end of the day is the rule.

But it’s not all party time. “Europe has
the greatest ski resorts in the world and
France in particular,” explains one holiday
operator. “The terrain is larger and more
varied and the skiing more challenging
than anywhere else in the world.”

To substantiate this claim, the operator
points out that a premier American resort
like Vail has 26 lifts. The big French resorts
such as Les Trois Vallées, the linked three

Skier's Notehook

Bien Ski in Meribel Les Allues (tel. 011
3347908 53 52)

Club Mediterranee in Avoriaz, Chamonix
and elsewhere (tel. 01144 171 581 1161)
Crystal in Les Trois Vallées and else-
where (tel. 011 44 181 399 5144)
French Impressions in Avoriaz (tel. 011
44181 342 4042)

Mark Warner in Les Trois Vallées, Val
d'lsere and Tignes (tel. 011 44 171 393
3131)

Simply Ski in Courchevel (tel. 011 44 181
742 2541)

Ski Thomson is one of the largest opera-
tors and is virtually everywhere (tel. 011
44191 252 3677).

Opposite: Testing the powder on Les Grands Montets near Chamonix.
Above: Aprés-ski at a lodge near Courchevel
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valleys of Meribel, Courchevel, and Val

snow-sure, which makes it definitely a skiers’ des-

Thorens, as well as the Val d’Isére-Tignes com- Queen Of Them tination. There are 39 hotels and lots of deluxe
plex all number more than 100 lifts each and all iS Gstaad chalets operated by Simply Ski among others.
offer hundreds of miles of groomed skiing. Lo Neighboring Tignes, the architecturally bru-
Having skied extensively in Europe and the ~ WHEre Sklmg IS talistic, 1960s-built resort has fabulous, year-
US, I can confirm that the Les Trois Vallées 0n|y 3 round skiing. If you can ignore the lack of
claim to be “the most extensive skiing area in : charm, then this is the place to ski, ski, ski. Big-
the world” is justified. Meribel, which is my fa- decorative name operators in Val d’Isére and Tignes include

vorite destination, offers 9 black runs, 21 red, 32
blue, and 11 green—plus 2 Olympic runs, a
slalom stadium, and 2 snowboard areas.

accessory. The
real business of

Ski Thomson and Mark Warner.
With the explosion in the popularity of snow
boarding, it was inevitable that some resorts

Allied to this sort of choice, European resorts G staad is would develop a strong attraction for boarders. In
also allow you the complete freedom to explore . . France it is Avoriaz, which is the unofficial Euro-
the whole mountain, both on and off piste, with- hos“ng beaunfu' pean snowboarding capital. Because it’s a ski-in,
out any fear of lawsuits or other legal retribution. pe()p|e, ski-out resort, it is also well suited to families with

Another surprise awaiting Americans skiing in

. AN, .
»

small children. Club Mediterranean operates
here, as does French
Impression, which of-
fers the Pierre et Va-
cances apartments.
Switzerland is re-
garded as a play-
ground for the rich.
You can almost see
the furs, catch a glint
of diamonds just
when you mention
names like St. Moritz,
Davos, and Klosters.
Queen of them all
is Gstaad where ski-
ing is only a decora-
tive accessory. The
real business of
Gstaad is hosting
beautiful people. No

hsadn )|

Europe is the lack of organization at lift lines. The operator of
the Meribel lift company says that the European lack of disci-
pline makes it impossible to achieve the American level of
order. In reality pushing in the lines gives everyone the oppor-
tunity to good naturedly express their national prejudices
about the appalling behavior of the Germans, the French, or
even the Brits.

I go regularly to Meribel for both downhill and cross-
country. I always stay at the chalets of Bien Ski in Les Allues,
a traditional French alpine village just below the main town.
It combines true mountain village charm with easy access to
the center. Bien Ski provides memorable hospitality and ter-
rific food at modest prices.

Meribel is linked to the Courchevel valley on one side
and Val Thorens on the other. Courchevel’s elegance at-
tracts the posh set, while Val Thorens, with its rather stark
functionality but guaranteed snow, is a Mecca for those who
want to be really tested. Crystal operates hotels and chalets
in all three valleys.

Only a few miles away is Val d’Isére, which has probably
the best night life in France. Oddly enough this is despite
uninspired architecture and disappointing shopping. It is
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Les Trois Vallées comprises the Meribel, Courchevel, and Val Thorens valleys, which are linked together
by an extensive network of lifts and offer skiers hundreds of miles of groomed runs.

village of comparable

size could boast so
many designer dress
shops, jewelers, and beauty salons. Residents include Roger
Moore and Elizabeth Taylor. Julie Andrews pays for the Christ-
mas lights. The Palace and Park hotels are the places to be.

But not all of Switzerland is the haunt of movie stars. Cha-
monix in the shadow of the wonderful Mont Blanc is the un-
crowned king of European ski towns. It’s the sort of place
that ski operators and their staffs go at the close of the sea-
son to have some fun skiing. The town has vibrant night life
and a good selection of restaurants. Club Mediterranée and
all the big operators have a presence.

There is so much variety in Europe that I have no space
to mention Italy with its combination of good skiing, wonder-
ful food, and reasonable prices, I hope to report on it another
time. Picturesque Austria has its many devotees, as EU-
ROPE reported last season.

At the other end of the scale you have the fringe destina-
tions where people go less for style than for ski bargains. An-
dorra in the French Pyrenees, provides low-cost skiing and a
vibrant night life. Eastern Europe is also building up its resorts.

In Europe, the choice for skiers is endless. @

David Lennon is EUROPE’s London correspondent.



AI’B YOU a rGIUCtant SkIeI"J Does the idea of strapping one or two hoards to your feet and

hurtling down a snowy slope terrorize instead of thrill you? Have you let yourself he brow-beaten by family and friends
into sweating through ski lessons, just because you do not want to he left behind while everyone else is off enjoying them-
selves in the snow?

| have good news. You no longer have to be a martyr in the mountains. There is no need anymore to put on a brave face
and spend agonizing hours with an instructor who would far rather be showing off his technique to Picabo Street than
watching you inch down the baby slope in a knock-kneed snowplow.

Ski resorts have stopped catering just to skiers. They have finally understood that for every winter with superb snow
cover there are several with unappe-
tizing slush, and that for every fa-
natic out on the slopes from dawn to
dusk there are several miserahle
souls counting the hours until the
lifts close.

B Y E S T E R L A U S H W A Y More and more of Europe’s ski resorts

are offering vacationers non-skiing
F activities, like snow polo.
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