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Letter from the Editor

When many people focus on development banks they naturally
tend to mention the World Bank or the International Monetary
Fund. However, Europe is the home of two major development
banks, the European Investment Bank (EIB) and the newer Euro-
pean Bank for Reconstruction and Development (EBRD).

As Sir Brian Unwin, the President of the EIB, points out in an exclu-
sive interview with EUROPE, “As a borrower and lender we are the
largest of the international financing institutions, larger than the World
Bank, for instance.” The EIB President goes on to say that he sees
“our fundamental role now as cementing the single market.”
| The new President of the EBRD Jacques de Larosiere,

in another exclusive EUROPE interview, states that the
EBRD is a “rather unique institution because we can lend
to public institutions and to private institutions, but we can
also take equity shares in public entities and in private enti-
ties.” The EBRD President discusses the various projects
in Central and Eastern Europe that the bank is involved in
today and looks ahead at the EBRD’s role in the future.

The European Monetary Institute (EMI) is the “new
kid on the financial block.” Bruce Barnard looks at the
growing pains of the EMI and its goals in helping to es-
tablish a common currency managed by a European cen-
tral bank by 1997 at the earliest.

John Wyles, formerly with the Financial Times, analyzes the
EIB and the EBRD and also profiles commercial banks across Eu-
rope including American investment banks who are helping in the
many privatization projects taking place across Europe.

Jim Spellman presents a survey of Europe’s most successful
mutual funds and explains why these funds are popular for many
American investors.

European leaders will be attending the Jobs Summit this month
in Detroit hosted by President Clinton. Amy Kaslow looks at the
Delors white paper on unemployment and discusses the EU’s ap-
proach to creating new jobs in Europe, which is still suffering from
severe unemployment and a lengthy recession. Gina Gianzero pre-
sents the Clinton administration’s views on why they are holding
the Jobs Summit and what they hope to accomplish in presenting
new alternatives to job creation in Europe and the United States.

Belgium, the focus of our member country report, is in the midst
of a political scandal, and our Belgian correspondent, Dick Leonard,
sketches an outline of what is being called the “Three Guys Affair.”

Belgian born Adolphe Sax invented the saxophone 100 years
ago, and EUROPE celebrates its birthday by looking at “A Century
of Sax.” Bruges, with its medieval architecture, is a favorite tourist
destination in Belgium, and Janet Bennett offers Bruges’ vital
statistics for potential travelers to Belgium.
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to answer our readers’ survey which we published in

last April's EUROPE magazine.

More than 1,500 readers responded to the survey, and
72 percent said they would like to see more coverage of
Russia and the other former Soviet republics. Hopefully,
last month’s issue showed that we are

Iwould like to thank all of our readers who took the time

rant and hotel recommendations, advice on museums and
sightseeing, helpful travel telephone numbers and ad-
dresses, as well as plane, train, and rental car information.
Close to 60 percent of the respondents stated they want
more information on the European Union, and more than
50 percent would like more articles on EU-US relations.
Our coverage on these two topics will

responding to our readers’ interests.

The next highest response, 68 per-
cent, said they wanted more stories on
non-EU countries in Europe. We will
continue to profile other non-EU coun-
tries and will shortly be adding new
cities to our Capitals section, including
Prague, Budapest, Vienna, Helsinki,
Oslo, Warsaw, and Stockholm.

The next highest response, 65 per-

EUROPEs

Reader Survey
Results

continue to expand.

More men read EUROPE than
women; the magazine is read over-
whelmingly at home; many of our
readers are involved in business and
most of you have traveled to Europe at
least once in the past year. Over half of
our readers have a graduate degree.
The average family income is above
$82,000.

cent, stated they would like to see more
articles on European cities, and more than 50 percent said
that they’d like to see more on travel. We started our new
“Cityscape” series last issue with our profile of Lyon and
continue in this issue with Bruges. Each of these city pro-
files will present useful travel information such as restau-

And 94 percent of our readers are
satisfied or very satisfied with our coverage.

Thank you again for your responses. Please continue to
write us with your suggestions. EUROPE is listening.

—Robert J. Guttman

Subseribe to EUROPE, the only magazine that covers timely and important

business, economic, and political events not only in the European Union but

throughout Europe. From Paris to Moscow, from politics to travel,
EUROPE gives you the information you need to stay on top of the news.
No one covers the New Europe like EUROPE.

Return this coupon to EUROPE, P.O. Box 2115, Knoxville, IA 50197-2115

[:I $19.95 for one year (10 issues).
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he European Commis-
sion has slipped down
the news ratings with
much of the world’s

. media turning its back
i on Brussels after six years of
i non-stop blanket coverage.

i The EU executive’s low pro-

i file does not mean it has been
i marginalized or driven off the
i agenda in European capitals.

i Quite the reverse: the Com-

i mission has become so en-

i twined in the affairs of the 12
i nation European Union that it
i is taken for granted, its day to
day actions rarely attracting

i attention. The Commission
can still make the front pages
i and lead the television news,

i as it did in mid-February

i when it slapped a $117 million
fine on 16 steel-makers for

i running a price fixing cartel.

i But the news flow now is

i largely restricted to decisions
i that impact on individual com-
i panies, regions, and industrial
i sectors.

: Ironically, the Commis-

i sion is bigger news outside

¢ the EU than within the bor-
ders of the 12 member states
i of the European Union. The

! marathon negotiations to set
i entry terms for Austria, Fin-

i land, Sweden, and Norway to
i join the EU next January

i dominated the media in the

i applicant countries. Japan

i and China also closely track

i developments in Brussels to

i judge the potential impact on
i trade and investment. The

i very fact that four of the

i wealthiest countries in the
world, boasting extremely so-
i phisticated cradle-to-grave
welfare systems and high ed-
i ucation and environmental
standards, are clamoring to

i join the Twelve, testifies to

i the EU’s elevated status as

i the “in” place. And the Com-
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mission, much maligned in
the Anglo-Saxon media as a
bureaucratic monster, has
played a key role in raising
the EU profile.

Brussels is still an ex-
tremely convenient whipping
boy for vote-seeking politi-
cians and even, at times, EU
leaders, although none can
match the emotional Com-
mission-bashing tirades of
former British Prime Minis-
ter Margaret Thatcher. The
Commission has become a
victim of its own success, its
key role in the EU’s push to-
ward a single market and its
drive for economic and mone-
tary union no longer consid-
ered sufficiently novel to war-
rant banner news headlines.

Under its forceful Presi-
dent Jacques Delors, the
Commission has become a
permanent fixture on the
world stage, underlined by
his presence at the summits
of the Group of Seven and at
the twice yearly meetings
with the President of the
United States and his cabinet.
This is in sharp contrast to
the mid-1980s when the Com-
mission was rarely heard of
and Brussels was a diplo-
matic backwater, better
known as the home of NATO
rather than the executive
agency of the European Com-
munity. Today, the city is on
an equal footing with Wash-
ington, Moscow, and Tokyo,
the place where ministers
from the 12 member states
thrash out policy on matters
ranging from trade to Bosnia.
The fact that Mr. Delors is
mulling whether to enter the
French presidential race un-
derlines the elevated status of
the Commission. In the past,
the Commission was re-
garded by some as a resting

place for second-rate politi-
cians who couldn’t make it
back home. No longer.
Things may be relatively
quiet in Brussels now, but
there is no way it will retreat
to the obscurity of earlier
days. A slowdown was in-
evitable after a traumatic five
years that saw massive politi-
cal changes sweep across the
continent of Europe. Many
things that are taken for
granted today would have
been dismissed as pure fan-
tasy just a few years ago.
Take the Brussels-
Moscow relationship. In the
late 1980s Moscow refused to
grant diplomatic status to the
Commission and reviled the
(then) European Community
as the economic arm of
NATO. All attempts at dé-
tente were snared by Mos-
cow’s anger over the “Berlin
Clause” under which the
western half of the divided
city was treated as part of the
EC. Moscow warned its East
European satellites not to get
too close to the EC, but to
concentrate their efforts on
boosting the Soviet-domi-
nated Comecon, the commu-
nist rival to the Community.
Today, Brussels is swarming
with Russian officials negoti-
ating trade deals or global
cuts in aluminum, organizing
Commission-financed bank-
ing and marketing seminars,
and swapping information on
nuclear safety. The Commis-
sion has also struck free
trade deals with Poland, Hun-
gary, the Czech Republic, Slo-
vakia, Bulgaria, and Romania
and officially recognized their
right to join the EU when
their economies can with-
stand the competition. The
EU, represented by the Com-
mission, has also played the

key role in coordinating aid
to the former communist na-
tions through the so-called
G24.

While it was forced to
react to these momentous ex-
ternal changes, the Commis-
sion also had to juggle the
conflicting interests of the EU
member states, particularly
during seven years of tortu-
ous negotiations that led to
the successful conclusion of
the Uruguay Round world
trade deal last December.
The Commission has also
skillfully piloted groundbreak-
ing agreements to liberalize
trucking, air transport,
telecommunications, and
postal services and to disman-
tle Europe’s giant utility mo-
nopolies. But the Commis-
sion’s biggest success is the
single market, an ambitious
bid to challenge the industrial :
might of Japan and the United
States that is sure to pay divi-
dends in the long term. The
single market appears some-
what flawed at present and
has been written off by many
cynical observers. But its
launch on January 1, 1993, co-
incided with the start of Eu-
rope’s deepest recession
since the early 1970s, blunt-
ing the impact of the free flow
of goods, services, and capital
across the EU.

The scaling down of ambi-
tions is good for the Commis-
sion, enabling it to concen-
trate on the most pressing
tasks: to keep the single mar-
ket ticking until Europe
moves out of recession, to
keep deregulation on target,
to break up cartels and dis-
mantle monopolies, and to
cut off the subsidy drip feed
to sunset industries.

—Bruce Barnard
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Economic recession is mevntably.,
§Ieaving |ts mark on many of Europe’s

leading banks at a time when the sector as a

“whole i fbégillhililgzto adjust to steadily sharp-:

enmg eompetltlon m the new single market. A

companies published in the Financial

By John Wyles
Times’ “FT500” in mid-January.
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Market capitalization provides only one measure of a
bank’s size; however, Tier 1 capital (defined as paid-up share
capital/common stock and disclosed reserves/retained earn-
ings) is generally of more interest to sector regulators. On
this basis, France leads the way. In The Banker’s Europe Top
500, published last autumn, Crédit Agricole headed the list
with $15.6 billion. It was followed by Switzerland’s UBS
($12.8 billion), the UK’s HSBC ($11.8 billion), and Germany’s
Deutsche Bank ($11.3 billion).

Italian banks do not feature in either ranking. Only three
made the FT 500, with investment bank Mediobanca at 168
and retail banks Banca Commerciale Italiana (BCI) at 219
and Credito Italiano at 256. The first Italian entry in the Euro
Top 500 is Banca di Roma, whose $6.85 billion Tier 1 capital
earns sixteenth place.

Both French and Italian banks are being given much
media attention because of their respective governments’
privatization programs. France kicked off last October with
the sale of Banque Nationale de Paris, and Italy followed in
December with Credito Italiano. Sales to the private sector
still to come in Italy include Banca Commerciale Italiana and
Istituto Mobiliare Italiano.

With the national economy now enjoying a modest recov-
ery, UK banks seem to be moving into better times. Having
provisioned for non-performing country debt in the second
half of the 1980s, UK banks are recovering from the damage
that the early 1990s domestic recession wreaked in the areas
of consumer credit, property loans, and corporate finance.
The search for higher profitability continues through re-
trenchment, as banks concentrate on core businesses, activi-
ties offering higher returns, and greater efficiency through
network rationalization. Both Barclays and National West-
minster started this year by announcing further large staff
cuts. (Yet at year-end some merchant bankers and City staff
enjoyed record bonuses.)

While UK banks benefit from an improving domestic
economy, French and German banks continue to grapple
with the effects of recession. Last year was not good for
French banks, and the London rating agency, IBCA, expects

While UK banks benefit from an improving domestic economy, French and German banks grapple with the effects of recession.

that 1994 will also be difficult.

Provisions against losses on loans to small and medium
sized businesses have had to be increased sharply in France
where real estate lending is also a major problem. IBCA
notes that there is no evidence that the property market
overall is recovering.

The rating agency points as well to equity investments in
recession-hit industrial companies in which the “Big Three”
French banks were increasing their portfolios significantly
in the period just before the recession.

Suffering at home, French banks were a center of resis-
tance to a rescue package for Germany’s stricken Metallge-
sellschaft metals, mining, and industrial group in mid-January.
The French banks considered that Germany’s Deutsche Bank
and Dresdner Bank, which are major shareholders as well as
creditors, should play a larger part in the restructuring.

The Metallgesellschaft affair has cast something of a
cloud over Germany’s universal bank model. It also illus-
trates how German banks are being affected by a recession
that is the worst in the country’s post-war experience. Never-
theless, IBCA describes German banks as being in good
shape and continuing to enjoy top ratings.

Like their UK counterparts, US banks enjoyed good re-
sults last year, with profits and performance bonuses sharply
higher. US investment banks continue to have a very strong
performance in London where they have become major play-
ers in European equity and bond markets. They also have a
rising profile in the privatization process now underway in
Italy, France, and Germany.

In Italy, whose privatization program will be one of the
largest in the years to come, Goldman Sachs, Lehman
Brothers, and Morgan Stanley have been involved in the
round of bank sell-offs by IRI, the public sector holding
group. Wasserstein Perella was advisor to IRI on the dis-
posal of the SME food and retaining group, and JP Morgan
is valuing IRI’s telecommunications subsidiaries. @

John Wyles, a former Financial Times correspondent, is based
in Brussels.
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European

Monetary

Institute

he European Monetary Institute
(EMI) is the new kid on the financial
block, joining old-timers like the In-
ternational Monetary Fund (IMF) in
Washington and the Bank for Interna-
tional Settlements (BIS) in Basel and a more re-
cent arrival, the London-based European Bank
for Reconstruction and Development (EBRD).
The EMI was officially launched on January 1
as part of the European Union’s “second phase”
toward economic and monetary union.
Envisioned as an embryonic European central
bank, the EMI had a difficult birth, its location—
Frankfurt—being decided only at the end of last Oc-

The EMTI's job description, outlined in the
Maastricht Treaty, is to prepare for a common
currency managed by a European central bank
by 1997 at the earliest, or 1999 at the latest. Some
countries want it to play a more active role to
force the pace of monetary union while others
want to restrict it to an advisory function.

Mr. Lamfalussy has refused to get sucked into
the controversy surrounding the role of the EMI,
conceding only that it is “freely interpretable” in
some ways. It will have a “difficult mandate,” he
says.

The EMI's “identity crisis” stems from the cur-
rency turmoil that forced the Italian lira and the
pound sterling out of the European Exchange Rate
Mechanism (ERM) in September 1992. The crisis

Alexandre Lamfalussy, former
head of the Bank for titernational
Settlements;’has been named the
EMI's first President.

climaxed last August with the effective suspension
of the ERM when its currency fluctuation bands
were widened to 15 percent from 2.25 percent.

“New Kid on
the Financial
Block”

By Bruce Barnard

tober, five years after the EMI was first conceived.

And the EMI has a much more modest mis-
sion statement than EU governments originally
intended when they were laying plans for a single
currency back in the boom days of 1988-89.

The EMI is still looking for a permanent
home—the inaugural meeting of its ruling coun-
cil (consisting of the governors of the EU’s 12
central banks) was held in Frankfurt’s medieval
Romer town hall—and has yet to recruit a staff
that eventually will number around 250 people.

But the EMTI’s first President, Alexandre Lam-
falussy, a 64 year old Hungarian-born Belgian
banker, isn’t fazed by the difficult launch.

The EMI will be based temporarily at the
Basel, Switzerland, headquarters of the BIS
where Mr. Lamfalussy was General Manager be-
fore his EMI appointment. The EMI has begun
house hunting and hopes to have a permanent
Frankfurt base by September and a 150-strong
payroll by the end of the year.

But what is the role of the fledgling institution?

The suspension of the ERM—long regarded
as a bridge to a single currency—sowed doubts
about economic convergence and the ability of
the EU member states to coordinate their mone-
tary policies. And the EMI, as a key player in the
drive to monetary union, suffered from the
backlash.

But the EMI has valuable work to do. It has to
work on a number of technical details, notably
the harmonization of monetary statistics and
money market instruments that are an essential
precondition for monetary union.

The EMI will also be a forum for bankers to
swap ideas on monetary policy.

It can also act as an “honest broker” in policy
differences helping to avoid the misunderstand-
ings and mismanagement which led to the mar-
ket tensions that resulted in the meltdown of the
ERM.

While the EMI gets on with its work, the EU
member states are squaring up for a fight over
the institute’s role. France, Belgium, Italy, and
Spain want it to help manage currency reserves
and police an EU-wide money supply aggregate
that would replace national monetary measures.

European Commission President Jacques De-
lors has put his weight behind calls for a tougher
EMIL. “If we want to get on course, we must beef
up phase two [of EMU],” he said.

But the German Bundesbank fiercely opposes
moves to give greater powers to the EMI, which
it sees as a threat to its autonomy and a dilution of
control over monetary policy.

While the finance ministers and bankers de-
bate, the infant EMI will continue to remind them
of their commitment to a single currency. @

Bruce Barnard is the Brussels correspondent for the
Journal of Commerce.
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Banks

turope’s

The invention of the international development
bank is one of the world’s most important post-
1945 achievements in bringing some hope and
promise of economic growth to relatively disadvantaged

areas of the world. The formula is a simple one based on

the creation of a non-profit making institution with a strong

capital base whose borrowing powers in world markets are guaranteed

by the fact that the bank’s shareholders are sovereign governments. Funds

raised by such banks secure the best available terms and are lent on at

equally favorable rates to borrowers who would otherwise have to pay much

more for investment capital, if they could obtain it at all.

While the World Bank in Washing-
ton may be the best known example,
Europe now has two such develop-
ment banks dedicated to providing
“cheap” funds for investment to stimu-
late growth and employment, the Eu-
ropean Investment Bank (EIB) and
the European Bank for Reconstruction
and Development (EBRD). The two
must not be confused for they were
born at different times in different po-
litical circumstances to serve quite dif-
ferent sets of clients.

The EIB is the elder and more es-
tablished of the two. It is a child of the
1957 Treaty of Rome, which created

10 EUROPE

the European Economic Community
and which (in article 130) gave to the
EIB the task of contributing to the “bal-
anced and steady development of the
Community” through granting loans
and giving guarantees. In practice, the
EIB has become the largest provider of
Community (now European Union)
loan finance for projects which advance
certain EU goals. In 1993, the bank’s
lending totaled 19.6 billion ecus ($21.7
billion), taking its total loans outstand-
ing to 98 billion ecus (8109 billion).
The enormous range of the bank’s
financing activities can be understood
from just a sample of the projects

B Development Banks

Building Europe

which were partially funded last year—
at an average 30 percent of total cost.
These included a harmonized air traffic
control system for Europe; telecommu-
nications in Denmark; a new vehicle as-
sembly plant in Thuringia, Germany;
motorways in Greece; a new passenger
terminal for Palma de Mallorca airport;
a sewage treatment plant in Belfort,
France; urban renewal for the center of
Dublin; and a bridge linking mainland
Scotland with the Isle of Skye.

The EIB’s lending criteria, laid down
by treaty, require it to favor projects
which help the development of the EU’s
less prosperous regions; support the
modernization and improved competi-
tiveness of EU industry; and are of com-
mon interest to several member states
or to the EU as a whole.

Over the years, governments have
asked the EIB to embrace other objec-
tives. In December 1992, the Twelve de-
cided to create the European Invest-
ment Fund through which the EIB and
the European Commission are to make
additional funds available for trans-Eu-
ropean networks (transport, energy,
telematics) and for investment by small
and medium sized enterprises (SMEs).

Around 25 percent of the EIB’s total
lending goes to SMEs in the form of
global loans to intermediary banks and
lending institutions which, acting on the
bank’s behalf, appraise project applica-
tions and make loans where appropri-
ate. Last year, 74 percent of the EIB’s
funding was for projects in the less fa-




vored regions. In Portugal, Spain,
Greece, and Ireland, the four countries
with the lowest per capita incomes in
the Union, EIB loans are a very signifi-
cant part of total investment, amounting
to 22 percent of gross fixed capital for-
mation in Portugal, 15 percent in
Greece, and 14 percent in Spain and
Ireland.

The collapse of communism in the
former Soviet Union and its satellite
countries in Eastern Europe has also
prompted the European Union to make
EIB loans available to members of the
former East Bloc. Last year, 882 million
ecus (8976 million) of the 1.9 billion
ecus ($2.1 billion) that were lent out-
side the European Union went to Cen-
tral and Eastern Europe.

Clearly, however, the main task of

contributing to the East’s economic de-
velopment belongs to the EBRD.
Created in May 1990 and now with 54
member countries, the EBRD’s early
years have been clouded by criticism
and controversy. Under its first Presi-
dent, Jacques Attali, the bank quickly
ran into what might be called “phy-
siological” problems derived from the
fact that its main client countries were
in varied stages of transition from
command and control to market
economies.

Lack of a proper legislative frame-
work and sluggish administrative pro-
cedures complicated the EBRD’s pri-
mary task of aiding the creation and
growth of a private sector in the 25
countries to which it lends. In its first
two years of operation, it was criticized

for slow disbursement of funds and for
inconsistency in lending decisions. In-
evitably, the bulk of its lending went to
the Czech Republic, Hungary, and
Poland which were much more ad-
vanced than the other former commu-
nist countries in stabilizing their cur-
rencies and in introducing privatization,
banking, and bankruptcy laws.

But even in these countries, it proved
easier for the bank to join other interna-
tional institutions in co-financing deals
than to find and lend to fledgling en-
trepreneurs with no track record. Criti-
cism of the bank’s somewhat lavish ex-
penditure of $66 million on fitting out its
London headquarters eventually led to
Mr. Attali’s resignation last July.

His successor, Mr. Jacques de
Larosiere, former Managing Director
of the International Mone-
tary Fund and Governor of
the Bank of France, moved
swiftly after his arrival last
October to streamline
EBRD’s reorganization.

Acknowledging that the
EBRD was seen as “bureau-
cratic, leading to conflicting
approaches, procedural de-
lays, and lacking focus in
terms of operations and coun-
try needs,” the new President
merged the hitherto separate
merchant banking and devel-
opment banking operations
into two geographically ori-
ented departments covering
northern and southern based
countries. He hoped that this
would strengthen the bank’s
focus on individual countries,
while still deploying special-
ized teams on specific sec-
tors, such as privatization,
transport, power, and energy.

Even before the reorgani-
zation, however, the EBRD’s
pace of activity has quick-

pravy

ened significantly. In its first
full year, 1992, it approved 54
projects for a total of 1.2
billion ecus ($1.3 billion). By
the end of December 1993,
this had risen to 156 projects
worth 3.76 billion ecus (84.2
billion) of bank financing
contributing to a total cost
of 11 billion ecus (8§12.2
billion). @
—John Wyles
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Sir Brian Unwin, President of the European Investment Bank, was
interviewed in Luxembourg by FUROPE Publisher Peter Doyle earlier this
year. Mr. Unwin discusses the role of the EIB, developing trans-uropean

networks, the single market, and the European Currency Unit (ecu).

Sir Brian Unwin

PRESIDENT OF THE EUROPEAN INVESTMENT BANK

Why does the European Investment Bank
(EIB) exist and what are its objectives?

The European Investment Bank is
the long-term financing institution of
the European Union. It was established
in 1957 under the Treaty of Rome and
operates autonomously as a bank under
its own statute. We support European
Union objectives and most of our lend-
ing is concentrated in the member
states. Last year some 10 percent went
to countries outside the Union.

Our principal objective is to promote
more balanced development within the
European Union. Over the years, we
have pursued that objective by concen-
trating our lending on infrastructure
projects and productive investment in
the economically weaker areas. Re-
gional development has gained increas-
ing importance as new member coun-
tries have joined the Union adding to
the areas eligible under this heading. In
the early years, in the Community of six
member states, Italy, with the Mezzo-
giorno region, was a major recipient of
EIB loans. As the Union has expanded,
the relative importance of Italy in the
overall take up of EIB loans has dimin-
ished. Indeed, last year the largest re-
cipient of our lending was Spain.

Looking at this another way, in 1993
our loans contributed to investment
amounting to over 5 percent of gross
capital formation across the Union. But
they represented a considerably larger
share in those countries with the lowest
per capita income, such as 22 percent in
Portugal, 15 percent in Greece, and 14
percent in Spain and Ireland.

In the last two or three years, a new
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angle has given a slightly different thrust
to our earliest priorities. Our greatest
concentration now is on making the Eu-
ropean single market work through de-
velopment of the trans-European net-
works. We have supported an increasing
range of investment in all kinds of com-
munications—in road, rail, telecommuni-
cations, and the transport of energy. Re-
cent deliberations of the European
Council and the European Commission’s
white paper on action to encourage eco-
nomic growth, competition, and employ-
ment re-emphasize this trend. Our lend-
ing rate has expanded by over 10 percent
each year, a remarkable growth rate.
This was given a further shot in the arm
by the Edinburgh European Council at
the end of 1992 and the Copenhagen
Council last June. Both invited the EIB to
step up financing for trans-European net-
works through an additional lending fa-
cility. This basically allows us to increase
our lending for these networks and lend
more per project. As a result, our total
volume of new financing has increased
even further and contributed to the 15
percent increase in our activity in 1993.

I see our fundamental role now as ce-
menting the single market. The barriers
are down, but it’s no use knocking barriers
down unless people and trade have the
means of crossing them. The construction
of efficient transport and telecommunica-
tion links within the European Union is
therefore vital, as is their extension to
neighboring countries, such as the EFTA
states, of whom Austria, Finland, Norway,
and Sweden are negotiating entry into the
Union. These countries have already
joined with the Union members to set up
the European Economic Area, as an exten-
sion of the single market. Links have also
to be strengthened or developed with
other neighboring countries in Central
and Eastern Europe, who in the longer-
term are also likely to join the Union.

We recently approved a large loan for
the improvement of the Warsaw to
Berlin railway. In Romania, Hungary,
and Bulgaria, we have financed modern-
ization of air traffic control. This is all
part of a process to integrate these
economies in terms of efficient commu-
nications within a wider Europe.

Where does all the money come from?
Last year, we lent 19.6 billion ecus

(821.7 billion) inside and outside the
Union. We raise our financial resources

through borrowing on capital markets
worldwide. As a borrower and lender
we are the largest of the international fi-
nancing institutions, larger than the
World Bank for instance. We are now
the largest international bond issuer
and, with the best AAA/Aaa credit rat-
ings of Standard and Poor’s and
Moody’s, hold an extremely strong po-
sition on international markets.

Our owners are the 12 member
states, who each subscribe a deter-
mined amount to our capital. Under the
bank’s statute we are allowed outstand-
ing loans of up to 250 percent of our
subscribed capital—a ceiling of 144 bil-
lion ecus (8159 billion). By the end of
1993, our total outstanding loans came
to some 98 billion ecus (8108 billion).
So there is still plenty of headroom for
further lending over the next couple of
years before we need to approach our
owners for an increase to the capital. In
the Maastricht Treaty on European
Union and at recent European Coun-
cils, the governments have stated their
readiness to consider favorably, when
necessary, an EIB capital increase to
allow us to continue promoting the in-
terests of the Union.

What currencies do you work with?

Our policy is to make funds available
in the currency requested by project
sponsors, so we borrow those currencies
that are needed. Currently, we operate in
about 17—that is all the currencies of the
European Union, together with non-
Union currencies, in particular the US
dollar, the yen, and the Swiss franc.

For four years running, our cur-
rency used the most was the ecu itself,
but for a variety of obvious reasons, like
the currency upheaval in 1992, the ecu
market has been relatively dormant, al-
though trading in the secondary mar-
ket is very active.

What is the EIB’s relationship with com-
mercial banks? Does it have an advantage
in having sovereign shareholders?

I would see our role as largely com-
plementary. We always co-finance pro-
jects with other banks or sources of
funds, rarely lending more than 50 per-
cent of a project’s cost. The average is
nearer 30 percent. The exception is the
Edinburgh/Copenhagen lending facil-
ity under which the governors have

agreed we can lend up to 75 percent.
Project proposals also very often come
to us through banks. There are few
banks who give long-term loans in the
volumes that we provide, which is a fun-
damental feature of the EIB. Our lend-
ing is up to 15 to 20 years. We do not
exclude banks but have our own spe-
cific role in the packages arranged for
financing projects.

Without being immodest, we have a
very high reputation in carrying out ap-
praisals into the viability of investment.
In some countries this can be another
important reason why the banking and
official sectors welcome the participation
of the EIB. I recently had talks in Italy
with the Prime Minister and the Minister
of Finance in which they told me they
wanted the EIB to continue its support
for investment in the country because of
the assurance it gave them on the value
of the projects financed. The EIB has a
reputation for funding sound projects
and our involvement can give such in-
vestment a bill of health as being finan-
cially and economically viable.

The EIB differs from commercial banks in
that it does not have a profit motive.

Yes, we work on a non-profit making
basis. We lend at cost of borrowing,
plus a set margin of 15 basis points to
cover our own expenses. In other
words, project promoters can expect to
borrow from us at close to AAA rates.
We generate a surplus from our own
funds, made up of paid in capital and re-
serves. This annual surplus goes to
building up our reserves.

What are the EIB’s lending criteria?

Although we are an institution of the
European Union and our whole raison
d’étre is to support Union policies, it is
absolutely fundamental that we have
complete operational independence
and autonomy. Thus, having ascer-
tained that an investment is in line with
Union objectives, our financing deci-
sions are based entirely on the outcome
of our own project appraisals. We de-
cide what projects we finance. This is
our choice and the criteria we use are
entirely professional ones. Projects
must be economically, technically, and
financially viable, and they must meet a
range of other criteria, including envi-
ronmental ones.
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| presume that the bulk of your lending
goes to European companies or organiza-
tions—can American companies benefit
as well?

We take each project as it comes.
The nationality or ownership of the pro-
ject is not a criterion. Obviously, the
majority of our lending tends to go to
European companies, but we also lend
for investment by companies where the
ownership is not confined to the Union.
In addition, we encourage the use of in-
ternational tendering as the most effec-
tive way of choosing an efficient eco-
nomic and cost effective solution for a
project. Goods and services from out-
side the Union such as the USA, can be
financed if best for an investment.

What about Airbus? Have you supported
this project?

We have lent to some of the compa-
nies that are owners of Airbus for capi-
tal investment in factories that produce
components and parts for the project.
We have also recently made a loan to
Airbus itself following its financial re-
structuring. In addition, we lend to air
companies operating in the Union for
the purchase of aircraft, not just from
Airbus, but also from Boeing and Mc-
Donnell Douglas.

A somewhat wider question—we spoke
about the initiatives to stimulate economic
growth that were taken at the Edinburgh
and Copenhagen Summits. In December,
the European Commission published its
white paper on growth, competitiveness,
and employment, and there are proposals
for the creation of major European infras-
tructure projects as part of the solution. Is
there a role for the EIB here?

Certainly. Prior to the Brussels Sum-
mit in December, I told the finance min-
isters, who are also my governors, that
if as a result of considering the white
paper they want the EIB to step up
lending for trans-European networks,
we would be ready to do so. But, in my
view, it is absolutely essential first to do
a thorough appraisal of what these pro-
jects are. There is a limit to the number
of schemes that are ready to be imple-
mented in the foreseeable future. The
heads of government remitted the issue
to the finance ministers and have also
set up their own working party under
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the leadership of Commissioner Hen-
ning Christophersen to study the needs
and priorities of the trans-European
networks. We are taking part in this fol-
low-up work.

On the question of European economic
and monetary union, do you think that the
goals are realistic? What will be the rela-
tionship between the EIB and the new Eu-
ropean Monetary Institute (EMI) which
has just been established?

To take the second part of your
question first, our relationship with
the EMI, the future European central
bank, will in principle be no different
from relations we have with individual
central banks at the moment. Qur
roles are quite different. The EIB has
no responsibilities in the field of mone-
tary policy.

Personally, I am an advocate for
taking the road to monetary union. As
and when it happens—and that deci-
sion is a political one—the climate in
which the bank operates will become
easier. We participate in the process
indirectly through our modest, but not
insignificant, contribution to eco-
nomic convergence, supporting in-
vestment bringing the economies of
the 12 member states closer together.
More directly, we are the largest inter-
national user of the ecu. We have
helped develop the ecu market in a
number of countries and use the cur-
rency as our unit of account. Our prac-
tical contribution to the ecu’s develop-
ment is thus a contribution to
monetary union.

You mention the upheaval in the currency
markets in September 1992. There are some
people who think that this has put paid to
EMU (European Monetary Union). There are
others who feel this is all the more reason to
move ahead faster. Do you favor a “big
bang” or a more incremental approach?

I think reasonably rapid increments,
not a “big bang,” is the correct ap-
proach. It is early days, but I believe
that the EMI has a very important role
to play. Mr. Alexandre Lamfalussy (the
newly appointed President of the EMI)
will decide what the scope for action is
and how proactive he wants to be. I
suspect that people underestimate the
importance of the role the EMI will

play.

Moving outside Europe, what sort of role
does the EIB play in regions like Africa
and Latin America?

To place things in perspective, 90 per-
cent of our lending is within the Euro-
pean Union. Our overwhelming core
business is and will continue to be in the
Union. Outside the Union we may oper-
ate in about 120 countries around the
world within the framework of the
Union’s cooperation policy. Under this,
our activities are carried out in support of
various protocols, bilateral agreements,
and cooperation arrangements between
the Union and other countries or groups
of states. In most of these countries,
such as in Latin America and Asia, we
are a small operator, far less significant
than the World Bank. In other areas, we
are an important performer, in particular
in the Mediterranean states, including
Northern Africa. We are also becoming
increasingly active in Central and East-
ern Europe. The Council of Ministers
invited us to lend 3 billion ecus ($3.3 bil-
lion) over the next three years in 10
countries in this region.

The EIB is a shareholder in the European
Bank for Reconstruction and Development
(EBRD). What is the relationship between
the EIB and the EBRD and how do you see
this developing?

EBRD President Jacques de
Larosiéere and I both agree that we must
look at the whole range of cooperation
between us and work at ways of rational-
izing resources, cooperating on the
ground, and sharing information. In a re-
cent meeting, we went over all these is-
sues and reached complete agreement
on a number of new procedures and
other arrangements for making even
more effective the close cooperation that
already exists between our two banks.

The EBRD has been set up to ad-
dress primarily private sector needs and
to assist the process of privatization. I
see our role in Central and Eastern Eu-
rope as concentrating on those projects
that will help the region integrate with
the economies of Western Europe. So
we are much more involved in large,
mostly public sector, infrastructure pro-
jects. The EBRD is mainly involved in
smaller private sector ventures. In some
cases, we do jointly finance investment.
So while being complementary, our
roles may also overlap.




EUROPE Publisher Peter Doyle interviewed Jacques de Larosiére, the President of the
European Bank for Reconstruction and Development (EBRD), at the bank’s headquarters

in London. Mr. De Larosiere speaks about the many changes that have taken place at

the EBRD since he replaced Jacques Attali, such as the ongoing projects in Russia and

Central and Eastern Europe, and how the EBRD differs from other development banks.

Jacques de Larosiere

PRESIDENT OF THE EUROPEAN BANK FOR RECONSTRUCTION AND DEVELOPMENT

Many Americans including quite a few
members of Congress are skeptical of the
EBRD because of the negative publicity
under your predecessor, Jacques Attali.
How are you countering this negative pub-
licity and putting the EBRD in a more posi-
tive light?

Indeed there has been quite a lot of
negative publicity, and a lot of that pub-
licity has been misdirected. One of the
criticisms was that we were spending
more on our internal costs than we
were disbursing. Now that, of course,
has no real significance. At the begin-
ning of an institution your costs are
bound to increase more than your
spending because you are very young;
you haven’t yet engaged in many opera-
tions; and you have to build your struc-
ture. So the sort of equation between
the overhead costs and what you dis-
burse is without significance.

But there were some valid criti-
cisms, there is no doubt about the orga-
nization, the duplication, the overlaps,
some excessive bureaucratic tenden-
cies. Since I took hold of the manage-
ment, we have been reorganizing our
structure on a geographic basis, creat-
ing a leaner more efficient organization,
focusing on our clients, that is on the
countries of operations. We have also
put together a task force on our strate-
gic priorities which has just finished its
report and which we are going to dis-
cuss in our board. We are constraining
our overhead costs in the framework of
a strict budget for 1994. Now it is im-
portant to get on with our business.
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You have said that you have moved over to
a country-based approach. Do you still
have the same division between public and
private sector? How does the country-
based approach work?

We no longer have that division be-
tween private and public sectors be-
cause it was to a large degree an artifi-
cial division. Those countries have
very heavy public sectors, but they are
moving toward privatization or private
sector economies. The important thing
for the EBRD is to help them on their
transition to get out of this publicly
centralized economic system. The best
way to do it is to look at countries as
entities with which we work and not to
consider that there is a slot where you
do private operations and a slot where
you do public operations.

Now we have people who are re-
sponsible for countries. This was not
the case in the previous structure,
which created quite a lot of confusion
vis-a-vis the clients who did not always
know where to address their requests.
Now it is very clear. They know who is
in charge of EBRD operations in their
country. Of course we have maintained
industrial and functional teams for natu-
ral resources, energy, and telecommu-
nications, matters where you need a
specific expertise, and those teams are
at the disposal of the regional divisions.
In doing that we have freed quite a lot
of human resources that were previ-
ously engaged in overlapping opera-
tions. We have also reduced the num-
ber of people who were working on
macroeconomic general papers and
shifted them toward operations, and by
doing so we have increased the labor
force without any further hiring, from
42 [people] engaged in country opera-
tions to 124, which should lead to a
large increase in our productivity.

Responsibility and accountability
are vested at the operational team lev-
els and the number of management
levels is kept to a minimum. It is a very
flat, decentralized system and it is
going to increase our flexibility and our
ability to carry out our private sector
mandate which is the essential man-
date of the EBRD.

The EBRD is the newest of the interna-
tional banks. How does it differ from the
IMF, the World Bank, and the European
Investment Bank?
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The IMF is essentially concerned
with maintaining appropriate macroe-
conomic conditions and focuses on
macrostabilization issues, and thus has
rather limited overlap with the EBRD.
The World Bank is very much related
to public sector financing. We do both
public and private sector financing for
our countries of operations, and we
blend, if I may say so, the classical ac-
tions of the World Bank, which are pub-
lic sector oriented, and also the actions
of the IFC (its private sector financing
arm) in terms of private investment. We
take equity shares in the private invest-
ments, and we are in that respect a
rather unique institution because we
can lend to public institutions and to
private institutions, but we can also
take equity shares in public and in pri-
vate entities.

So you see we have a vast panoply of
actions which makes us a unique insti-
tution vis-a-vis the other ones. The Eu-
ropean Investment Bank (EIB) pro-
vides public sector financing in
Western Europe, which, of course, is
not our domain of interest. It is also
true that the EIB covers those coun-
tries that have asked to join the Euro-
pean Union. We are very happy to coop-
erate closely with these institutions.

Would you cite one or two major successes
that the EBRD has had in Central and East-
ern Europe and the former Soviet Union?

First of all, our latest figures show
that by November 30 our board had ap-
proved 139 projects for an amount of
3.4 billion ecus ($3.6 billion). The dis-
bursements amount to 500 million ecus
($553.5 million). The disbursement fig-
ure was the focus of a lot of public at-
tention at the very beginning because it
was extremely small. We are now gain-
ing momentum. I think that these fig-
ures are the manifestation of the activ-
ity and efficiency of the institution over
the past two and a half years. In addi-
tion to actual financing, institution-
building is something we have been
working very hard on, in particular
helping to create good banks, good
banking systems in recipient countries.
I also think our action in assisting small
and medium sized enterprises is some-
thing that is quite remarkable although
it is difficult to achieve because it takes
a lot of time and care. I also believe that
our action in terms of helping countries

privatize public systems, such as
telecommunications, has been ex-
tremely important. I have in mind, for
instance, the recent Hungarian tele-
communications project, and I could
cite many others.

You have said that the private sector is
your main focus although you do public
sector projects as well. Have you had a lot
of difficulty identifying projects in the pri-
vate sector given that, as you say, there
has been a big emphasis in the past in
these countries on the public sector?

We have done a lot of private sector
projects, but they are smaller on aver-
age than the public sector projects. We
have approved 109 private sector pro-
jects, compared with 30 state sector
projects. The state sector projects are
valued at 1.4 billion ecus ($1.55 billion)
while the private sector is 1.9 billion
($2.03 billion). In terms of the amounts,
you have 41 percent which are state
sector projects and 58 percent which
are private sector projects. So we are
pretty close to our 40/60 mandate. If
you look at the projects that are com-
pletely disbursed, I would say three
quarters of those that have been dis-
bursed are private. So when you say it
is difficult, my answer is yes it is diffi-
cult, but we do it.

This is a criticism that | haven’t heard for
some time, but certainly at the beginning,
at the foundation of the EBRD, there was a
lot of disquiet in America that they did not
have enough say in the EBRD. Do you feel
that the United States has as much say as
it ought to have?

The United States is one of our
largest shareholders, and it has its rep-
resentation on the board of the EBRD,
the board of directors, and they vote on
all management and operational deci-
sions according to the charter. I can
tell you the United States has a very
important say in the EBRD. Now they
don’t have a veto, actually no individual
country has a veto, which is a strength
of the bank, but I can tell you that the
United States’ position is made very
clear and is part of the decision-making
of this bank. I don’t feel any tension in
presiding over the board at meetings. I
feel a lot of collaboration with the
United States and the greatest mutual
respect.




In the white paper that the European Com-
mission has put forward on the jobs crisis,
there is a great deal of emphasis on im-
proving infrastructure and having commu-
nications networks. Do you see a role for
the EBRD there? Do you think these net-
works could be extended into Eastern Eu-
rope and the former Soviet Union?

Yes, definitely. Opening up the com-
munications systems of those countries
is a way of modernizing their economies.
We have been approving quite a number
of projects in the field of telecommunica-
tions for example. We have approved to
date 17 financial projects in telecommu-
nications and 19 technical cooperation
projects in the same field. The emphasis
is shifting toward private sector loan and
equity financing.

How do you feel in general that the former
Iron Curtain countries are developing to-
ward market economies?

I am very much a case by case,
country by country type of man, and
when I was confronted with the debt
problem during the 1980s (as Presi-
dent of the International Monetary
Fund), I refrained from general charac-
terizations of the problem. I developed
a case by case strategy, which is also
what I have in mind for the treatment
of the problems now at hand.

We well know that in the former So-
viet Union there are countries that are
suffering more than others from unrest
and political problems and that of
course makes their transition toward a
market economy all the more difficult.
But all these countries have a potential
for development and for moving to-
ward a private sector economy. As you
know, some are very well endowed
with natural resources and I am sure
that there is a way of maximizing the
potential of and the differences be-
tween these countries in order to help
them move together toward a more
modern system of economic manage-
ment. So I happen to be reasonably op-
timistic about their chances. Of course,
the sooner the civilian unrest in some
of those countries can be reduced or
eliminated the more the changes in
their development will flourish.

We can make a very significant dif-
ference in helping those countries
avoid some mistakes and build the in-
stitutions which are needed for a devel-

oped market economy. We can facili-
tate some private investments from
abroad which would not have come
had we not been there to accompany
them, to provide them some reassur-
ance, some comfort. So we have a role
that is very important.

Could | ask you to look into your crystal
ball for a moment. Can you foresee a time
when this aid will no longer be necessary?
Will the EBRD need to remain in business
for a long time?

It is difficult to say. The problems
are huge. We all know that this transi-
tion is going to take a long time. I would
refrain from giving a time horizon. One
thing we must not underestimate in the
West is the magnitude of the need in
Central and Eastern Europe and the
length of the modernization processes
that are at work. The European Union
has indeed invested large amounts of
money in the various countries, but the
process of reform is very slow and
there are many, many obstacles on the
path toward the free market.

It is not simply a matter of amounts of
money invested, it is a question of how
best to create the right environment for
a market economy to grow. This in-
cludes large and small scale privatiza-
tion, banking reform, and liberalization
of foreign trade. All these things take
time, and progress is inconsistent across
the region. While the EBRD cannot
solve all these problems, it is an institu-
tion with a very important role to play
throughout the process of change... .

I think the volume of commitment
which I gave you a moment ago is not
the only criteria by which to judge our
effectiveness. The quality of the projects
and their impact on the transition are
equally important. The EBRD’s empha-
sis will probably change and adjust as
time passes, but while there is a need
for the kinds of financing instruments
that it has at its disposal, particularly as
the private sector hopefully strength-
ens, the EBRD will continue to play a
major role in the region’s development
for a long, long time. And if one day one
didn’t need any agent to help the financ-
ing of development and the market
economy, well that would be the biggest
success the EBRD could imagine.

How do you get more private companies
investing in these countries?

It is clear that foreign direct invest-
ment is certainly flourishing more in
Asia and in Latin America than it is in
Eastern Europe. And probably capital
flight from those countries, particu-
larly Russia, exceeds the foreign direct
investment flows. This points to one
major factor and that is that capital
flight is driven by political uncertainty
and distorting trade and capital con-
trols. So the key to attracting private
investment, both domestic and for-
eign, is political stability, monetary,
and fiscal stability. Private investment
only really goes to places where you
can have some perspective of doing
business, an environment that is sta-
ble, where you know the rules of the
game and where you can be sure that
the money earned through your invest-
ment is going to be repatriable. Assur-
ance of security of property rights and
the ability to repatriate profits and cap-
ital are very major factors behind the
present reluctance in some cases for
direct investment.

This stability is certainly difficult to
achieve in conditions of democratic
transition, but part of the challenge is
to create investment-friendly regimes.
Of course, we don’t have in the EBRD
such powers, but we can advise govern-
ments and, through the example of
success in our private projects, demon-
strate that there are indeed profits to
be made by foreign investors.

American firms are beginning to awaken
to the possibilities of doing business in the
Eastern part of Europe and in the former
Soviet Union. How can they get involved,
particularly get involved with the EBRD?

We have a very open system. Each
time we have a project, we advertise it
so that private companies who know
that we are going to finance such and
such a type of project in those coun-
tries know that they can apply. We
have a very open and competitive pro-
curement system. We have more and
more American companies, be they
consultants, when a project is in the
feasibility stages, or industrial compa-
nies or banks participating in our pro-
jects. Our US office is actively market-
ing the EBRD to US companies, and
these people can be contacted by the
private companies in the United States
to present their applications for our
projects.
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US-based investors plowed more than $1.3 bil-
lion last year into mutual funds that invest solely in
European stocks and bonds, garnering returns of as
much as 40 percent, nearly triple the average per-
formance of America’s stock markets.

Just as they did in the US three years earlier, in-
vestors piled into stocks in a European rally fueled
by real and anticipated cuts in interest rates as cen-
tral bankers tried to jump-start economies mired in
recession. The surge of Americans’ money into Eu-
rope helped the rally gain more breadth and mo-
mentum. Germany’s interest rate fell several per-
centage points within 12 months, sending the
Frankfurt DAX to a record high of 2,268 in 1993, a
45.9 percent increase in local currency terms. That
was the best performance among European Union
(EU) bourses. The United Kingdom finished last
among the Twelve with a return just shy of 20 per-
cent. Records were set throughout the EU, with
nearly all the exchanges posting gains of at least 20
percent, matching the performance of the world
stock market index calculated by Morgan Stanley
Capital International. That compares to a 13.7 per-
cent increase for the Dow Jones Industrial Average
and a 14.3 percent rise in the NASDAQ Stock Mar-
ket’s composite.

Today, there are 28 Europe region funds; in 1985,
there was one, according to Amy Arnott, an analyst
with Chicago-based research group Morningstar. This
mirrors a general explosion in the number of mutual
funds offered to US investors. In 1990, there were 3,100
funds. By 1994, this soared to 4,500. International funds
climbed from 182 to 468 during the same period. New
products were created as investments nearly doubled
to $2 trillion in three years, according to the Investment
Company Institute, a Washington, DC association. Col-
lectively, mutual funds in the US now manage as much
money as the nation’s banks.

USbased funds have also been offering investment
products to Europeans. Advertisements in leading finan-
cial publications from Fidelity Investments, for example,
tout money market accounts in different currencies and
other offerings. As part of the “1992” directives to harmo-
nize its 12 member countries’ laws and form a single mar-
ket free of trade barriers, the European Community (now
European Union) approved in 1985 a measure (Undertak-
ing for Collective Investments in Transferable Securities,
UCITYS) to allow cross-border marketing of mutual funds.
But these efforts have grown slowly. Europeans tend to
prefer to bank and invest with an institution that is based
in their home market. Another reason: Europeans have
yet to undergo the popularization of investing in stocks
and other equities, which began occurring in the US
within the last five years, driven by the sharp fall in inter-
est rates. Europeans’ savings are largely held in money
market and passbook-like accounts.
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Europe region funds have not always been stellar per-
formers, as Arnott points out. “Even after this year’s [1993]
run-up,” she wrote in Morningstar’s December report last
year, “this category has still been one of the worst perform-
ing investment objectives over the trailing five year period,
and volatility has been 40 percent higher than the equity
fund average.” The average annual return for Europe region
funds was 5.42 percent for the last five years through
November 1993, nearly two-thirds less than the average per-
formance of 14.25 percent for US diversified equity funds.

The strongest performers during the last five years have
been those funds that invest in growth, financial, and technol-
ogy companies in the US, according to various fund rating
services.

Europe funds did not get the lion’s share of the $10 billion
that US investors poured into international funds last year.
The largest amounts went to Pacific Rim/Asia and “emerg-
ing markets” funds.

If the top holdings of Europe region funds are any guide to
an investment strategy, money managers are stressing con-
sumer goods, telecommunications, and insurance. According
to Morningstar, the four top holdings by the funds are
Nestlé, British Telecom, Assicurazioni Generali (the Italian
insurance company), and SIP (the Italian phone company).

What lies ahead? Interest rate sensitive sectors have been
the best performing stocks in Europe, according to Dave
Bennett of Prudential Securities. Just as in 1991 in the US—
when the stocks of banks, insurance companies, builders,
mass merchandisers, and auto manufacturers led the mar-
ket rally—so too will these stocks have the strongest price
appreciations in Europe, he maintains. Financials are up 41.9
percent since January 1993 while cyclical stocks climbed 30
percent. Consumer stocks lagged with a 3.5 percent gain.

Some analysts think Europe’s stocks, like those in the
US, now look pricey, citing the ratio of price to earnings (the
number of times that earnings must be paid before equaling
the share’s price) as their reason for caution. Stocks in Ger-
many, for example, trade at 20 times their current earnings
and 17 times their likely earnings in 1994. The 10 year aver-
age of the P/E is 15. According to Morgan Stanley, Europe’s
Gross Domestic Product weighted P/E ratio is 21.9—48 per-
cent above its 10 year average.

“European interest rates will continue to trend down-
ward, but these high expectations mean that stock prices
can no longer be considered cheap,” said Arnott. “If interest
rates decline more slowly than expected, or if corporate

Annual Total Return Averages, 1986

earnings fail to improve, prices would tumble. A strengthen-
ing dollar could also put pressure on returns for funds that
fail to hedge against currency risks. This is not to say that in-
vestors should avoid Europe stock funds. They should, how-
ever, invest in them with their eyes open.”

James D. Spellman is EUROPE’s Luxembourg correspondent.

Europe Mutual Funds - To

Performance Toll-Free

12/31/92 Number
Fund Name to 12/31/93 (1-800)
Dean Witter Euro Growth 38.26% 869-3863
Alliance New Europe A 34.51% 227-4618
Alliance New Europe B 33.66% 227-4618
Paine Webber Europe Growth A 32.61% 647-1568
Merrill Lynch Eurofund A 31.92% 637-7455
Paine Webber Europe Growth B 31.65% 647-1568
Paine Webber Europe Growth D 31.61% 647-1568
Putnam Europe Growth 31.06% 2251581
Source: Lipper Analytical Securities Corporation, January 1994

Five Year Performance, through Nov

Performance Toll-Free

11/30/88 Number
Fund Name to 11/30/93 (1-800)
Merrill Lynch EuroFund A 10.29 637-7455
Merrill Lynch EuroFund B 9.17 637-7455
Fidelity Europe 8.96 544-8888
Invesco European 1.87 525-8085
Capstone European 1.23 2626631
G.T. Europe Growth A 6.18 824-1580
Smith Barney Shearson European B 5.47 4512010
DFA Continental Small Company 4.85 310/395-8005
Source: Morningstar Performance Report, December 1993

1986 1987 1988 1989 1990 1991 1992 1993
Europe Stock 17.17 10.12 7.20 22.62 -6.67 6.54 -8.02 20.83
Pacific Stock 72.00 32.58 22.70 27.70 -20.02 13.67 -4.39 na
International World Stock  32.99 5.01 14.15 21.65 -10.83 18.40 -0.82 na
S&P 500 18.68 5.26 16.61 31.8 -3.12 30.48 1.62 11.04
Source: Morningstar Mutual Fund Performance Report, November 1993, December 10, 1993
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INTERNATIONAL PERFORMANGE
FROM INTERNATIONAL EXPERTS

T. Rowe Price International Equity Funds.

If your portfolio is limited to U.S. investments, you
are missing out on the higher returns international
investments can offer. Comparing returns for recent
10-year holding periods shows that you would have
earned more in foreign markets than in the U.S.

International diversification for high returns,
with reduced risk. As these performance numbers
clearly demonstrate, our family of international
equity funds allow you to take advantage of the
higher, long-term returns which foreign markets can
provide. In addition, because foreign economies do
not follow the same cycle as the U.S. economy,
diversifying interna-tionally can help reduce your
portfolio’s overall risk.

Keep in mind that the impressive long-term
performance of international investments has been
interrupted at times by significant declines.
Nevertheless, investors who have held their foreign
investments over the long term have been rewarded.

The experience to help you invest wisely.

In 1979, T. Rowe Price joined forces with Robert
Fleming Holdings, Ltd., one of the world’s oldest and
most successful international advisers, to form Rowe
Price-Fleming. Today, our fund managers have access
to a worldwide network of on-site investment
analysts, giving us a distinct advantage in finding
opportunities that can provide you with strong long-
term return potential.

All T. Rowe Price mutual funds are 100% no load.
$2,500 minimum investment, $1,000 for IRAs.

Invest With Confidence

U.S. vs. Foreign Stocks"

700% # US. Stocks

600 B Foreign Stocks
500
400
300
200
100

12/88 12/89 12/90 12/91 12/92 12/93
Cumulative performance for each 10-year periud

Stock Pund Ve

Averaga Anmlal 'I'otal Iletums
(through 12/31 /93 '

International 40.1% 12.1% 174%

Stock Fund  lyear  Syears  10years

European  272%  06.0%

since inception
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JapanFund  20.6%  2.2% ,
. - lvear since inception
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Gall 24 hours for your free report

1-800-541-6640
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T.RowePice

*Foreign returns are expressed in U.S. dollars. Sources: Foreign stocks—Morgan Stanley Capital International EAFE Index (Europe, Australia, Far East); U.S. stocks—Standard & Poor’s 500 Stock
Index. This chart is for illustrative purposes only and does not represent an investment in any T. Rowe Price fund.**Figures include changes in principal value, reinvested dividends, and capital
gain distributions. Total returns represent past performance and cannot guarantee future results. Investment return and principal value will vary, and shares may be worth more or less at
redemption than at original purchase. Past and present expense limitations have increased the Funds’ total return. There is no guarantee that the Funds will achieve their objectives. International
investing has special risks, including currency fluctuations, the volatility of emerging markets, and limited geographic focus. Request a prospectus with more complete information, including
management fees and other charges and expenses. Read it carefully before you invest or send money. T. Rowe Price Investment Services, Inc., Distributor.




Europe’s
Most
Pressing
Goal:

Generating

New Jobs

By Amy Kaslow
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THE 12 NATION EUROPEAN UNION
is remarkably unified when it comes to
identifying its most pressing problem:
generating job opportunities for a soci-
ety fast approaching economic despair.

Registering 20 million plus unem-
ployed and a past decade of only
marginal job growth, European leaders
expect that President Clinton’s mid-
March international jobs conference
will be a time for them to show their de-
termination to reverse their decline.

They will share their experiences,
ranging from the highly successful Ger-
man apprenticeship program to the em-
ployers’ now overwhelming burden of
bearing social welfare costs. But they
will also come seeking advice in a host
of areas US public and private sector
leaders are already engaged in, such as
youth and urban unemployment, job
training initiatives, flexibility in hiring
and firing, hours and payscales for
workers, and beefing up small and mid-
sized firms.

“Our diagnosis of our problems is
largely complete, we are now looking
for prescriptions,” says Pascal Lamy,
Chief of the Cabinet of European Com-
mission President Jacques Delors. Mr.
Lamy was a principal architect of Mr.
Delors’ white paper on employment,
which calls for “changes in economic
and social policies” to combat deteriora-
tion in Europe’s competitive position in
employment, share of export markets,
research and development, and estab-
lishing new products.

After the problems with ratification
of the Maastricht Treaty and the depar-
ture of member states from the Euro-
pean Monetary System, the white paper
filled an immediate need for a demon-
stration from Brussels that it can still

assume a leadership role in practical
economic matters.

“We had to replug European integra-
tion on a concrete basis, and not leave
people with the impression that Brus-
sels is doing work only on ‘far away’
matters,” Lamy says. “There are com-
mon features, of course, but national
differences are profound,” Lamy says of
the comparison between the employ-
ment realities and outlooks for the
Twelve.

By all accounts, Europe’s chief chal-
lenge is to reduce welfare costs that
strangle job creation. Its economies
today are tangled in safety nets that
were originally designed to ensure “so-
cial fairness” by providing a govern-
ment-guaranteed network of health
care, unemployment, and social secu-
rity benefits. But governments buck-
ling under huge budget deficits and
employers who pay high “social costs”
on top of wages no longer have the fi-
nancial strength to afford these costs.

Zygmunt Tyszkiewicz, Secretary
General of UNICE, a confederation of
Europe’s largest employer unions, is
worried about the “delocalization of in-
dustry.” Runaway “social costs and min-
imum wage requirements,” he says, are
causing a migration of [investment]
capital from Europe to countries like
China, “where labor costs are one two
hundredth of the costs in Germany.”

But Mr. Tyszkiewicz is also irked by
other government policies that impinge
on job creation in the long-run. “Subsi-
dies for ailing or uncompetitive indus-
tries should be removed and channeled
into something new that regenerates
economies. Money going to prop up
coal or wine growers could be used to
encourage firms of the future, by fund-



ing education and research and devel-
opment. Money should focus on the
entry of firms rather than delay their
exit.”

France, where the unemployment
rate is 12 percent (as in other European
countries, unofficial figures put the job-
less rate much higher), is riddled with
European-style problems that impinge
on job creation.

In Paris, government officials groan
about the high social charges, worker
training programs that fail to bridge the
education system’s “distance from ac-
tual demands of business,” protection-
ist policies resulting in inefficient com-
panies that cannot compete globally,
and insufficient help for the small and
medium sized firms.

“Twelve percent presents two big im-
mediate difficulties,” says André Nutte,
a senior official at the French Labor
Ministry. “One is the enormous prob-
lem of youth unemployment, which is
upward of 22 percent. The other prob-
lem is the people who have been
searching for jobs for a long time.”

Mr. Nutte notes disturbing new
trends such as the “brutal turnaround”
for a growing number of white collar
workers who were intensely recruited
just three years ago but are now laid off
and have poor prospects of re-entering
the work force. With the increase in un-
deremployment or part-time work, Eu-
rope must also now grapple with the
emergence of the working poor.

All of these developments are famil-
iar to Americans, but they are magni-
fied in Europe, where the troubles will
likely deepen before they ease and the
prescriptions for combating them are
embryonic. Lamy says he hopes to gain
insights from US policy makers who

are “much more developed” in their
strategies.

In the meantime, European Com-
mission officials have fanned out to all
12 of the member states in an effort to
sell the Delors framework for rejuve-
nating Europe’s labor market.

“The point for us is to get govern-
ments to adopt collective responsibility,
and so we are approaching this in a hor-
izontal way,” says Hywel Jones, Acting
Director General of the European Com-
mission’s DG V. “It has to be a collec-
tive, coordinated effort,” he says.

The European Commission’s great
challenge, of course, is to penetrate the
national debate in all of the belea-
guered economies.

On joblessness, “We don’t know
where the bottom is. We think we've
reached it,” says Francois Ecalle, Direc-
tor of Forecasting at the French Min-
istry of Economy. France is still buck-
ing EU advice on cutting subsidies for
its national carrier, Air France, for ex-
ample, and other costly measures to
maintain the status quo. “Policy makers
are proceeding cautiously, lest they
jeopardize economic growth,” Ecalle
says.

As national governments such as
France struggle with policy formation,
they encounter plenty of friction with
business and labor. Patronat, the
French employers’ federation, for ex-
ample, has been agitating for interest
rate reductions and pressing the newly
independent French Central Bank to
take more dramatic action. Gradualism,
chastises Patronat Vice Chairman
Ernest-Antoine Selliére, is not a viable
option. “Economic activity has never re-
vived without relatively low short-term
interest rates,” says Mr. Selliére.

While industry seeks more afford-
able borrowing to maintain, if not ex-
pand, their current payroll, French em-
ployers balk at Prime Minister Edouard
Balladur’s suggestion that refunds to
businesses of value added taxes be
predicated on job creation.

Keith Richardson, Director General
of the European Round Table of Indus-
trialists, a group of large multinational
firms, says his members demand a
more constructive and proactive ap-
proach than governments have mus-
tered so far. He says wage levels, which
must be negotiated between employees
and employers, are already close to or
may have even surpassed the limit of
what European economies can manage.
But government can effectively cut
back on the non-wage costs—such as
employer taxes and social security
costs that exacerbate unemployment.
“In effect, Europe has imposed a tax on
jobs,” he says.

“Can Europe afford to employ work-
ers with current benefits and expect
higher productivity?” Mr. Richardson
asks. Big firms, he says, will grow by
stepping up productivity which means
first and foremost halting the increases
in wages that are pricing European
labor out of global competition.

As in the US, the large and often atro-
phying corporations dominate the indus-
trial sector. But the service sector—
where growth far outstrips industry—is
the spawning ground for the smaller
firms. Entrepreneurs call for government
support—through tax relief and other in-
centives—in order to develop their busi-
nesses and hire new workers.

Amy Kaslow is a reporter for the Chris-
tian Science Monitor.
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THE GLOBAL

“This gathering of global economic
leaders shows both the seriousness
with which we view the need to create
jobs, and the cooperative nature of the
approach our leaders are taking,” de-
clares US Treasury Secretary Lloyd
Bentsen, who is scheduled to preside
over a conference session on the global
economy, trade, and jobs. Secretary
Bentsen will be joined at the March
conference by cabinet members Laura
Tyson, Chairperson of the Council of
Economic Advisors, who will speak on
the world unemployment problem;
Labor Secretary Robert Reich, whose
formal remarks will focus on labor mar-
ket programs and policies; and Com-
merce Secretary Ronald Brown, who
will address issues of technology inno-
vation and the role of the private sector.
President Clinton is scheduled to open
the conference.

According to White House confer-
ence coordinators, the conference’s
multi-faceted agenda reflects the multi-
dimensional and international nature of
the jobs problem. The guest list, which
includes G7 ministers, EU commission-
ers, and senior officials representing
labor, finance, trade and industry, and
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social and home affairs, was assembled
to “pull all of the pieces together” such
that no one set of reforms would be pur-
sued exclusive of the others. Through a
series of informal, “hands-on” discus-
sions, participants with knowledge of
specific policy areas will share their ex-
periences and observations concerning
what has and has not worked in their
countries. “This is part of a larger vision
about economic security and about
prosperity,” explains one White House
official.

As recently as July, during the
Tokyo G7 Summit, when President
Clinton first announced his intention to
convene a jobs conference, the US em-
ployment situation was considerably
more distressed than it is today. In par-
ticular, the unprecedented phe-
nomenon of jobless economic recovery
was alarming to administration officials.
Recent improvements in aggregate un-
employment figures reflect a cyclical
swing in economic activity and conceal
the more severe structural unemploy-
ment problem reflected in the uneven
employment prospects within the
American work force. Gary Burtless, a
senior fellow and labor economist at

JOBS CONFERENCE

By Gina Gianzero THE US ECONOMIC INDICATORS are finally telling a more upbeat tale of
recovery. Economic growth and new job creation are now nearly in sync. It is against the backdrop of
such ostensibly positive developments that the Clinton administration has chosen to host a two day
G7 Jobs Conference in Detroit “to confront the challenge of job creation and unemployment.” Clearly,
there is more to the US economic aggregates than meets the eye. Economists and administration
officials warn that behind the recent drop in cyclical unemployment lurks a stubborn structural

employment problem demanding a coordinated, global response.

the Brookings Institution, insists that
the structural problem is steadily wors-
ening for workers without advanced
skills, fueling “a very serious social
problem in the United States.” Burtless
explains that in addition to a steady in-
crease in the length of time these work-
ers remain unemployed, the structural
employment problem in the US has
manifested itself in diminished wages,
deteriorating fringe benefits, increasing
intermittent unemployment, and a rise
in involuntary part-time employment
among such workers.

Burtless adds that although Eu-
rope’s low skill workers are not experi-
encing the same erosion in wages and
benefits as their US counterparts, they
often face even more severe long-term
joblessness. “We [in the US] don’t pro-
vide an expensive package of social
welfare protection for jobless workers.
That’s probably one of the reasons that,
rather than face long spells of jobless-
ness in the United States, workers ac-
cept employment but, unfortunately,
employment that pays less well than
equivalent jobs did 20 years ago. . . .
Our jobless problem is small in relation
to Western Europe, but our low earn-
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SECRETARY STEPHEN OXMAN

Following are excerpts from Assistant Secretary of
State for European and Canadian Affairs Stephen
Oxman’s remarks at EUROPE magazine’s January press
breakfast.

At President Clinton’s meeting with President Delors
and Prime Minister Papandreou, we reviewed the eco-
nomic accomplishments of the last year, and agreed
upon our mutual economic agenda for the next year. As
you know, the President’s promise to revitalize Amer-
ica’s economy has been an important focus of our for-
eign policy, as well as of our domestic policy. Likewise,
the leaders of the EU countries are just as concerned
with reviving their own economies. We have focused on
stimulating our economies by increasing trade, and we
have made impressive progress in opening markets and
lowering trade barriers. And let me just review as we did
with the EU leaders. We reached agreement among the
G7 on a package improving market access. Then, work-
ing together with the EU, we achieved a successful and
far-reaching conclusion to the Uruguay Round, a very
signal achievement. We also secured congressional rati-
fication of the North American Free Trade Agreement,
and together these accomplishments will open markets
of billions dollars of exports, and they will create mil-
lions of jobs in the United States. Our trading partners in
Europe and elsewhere will benefit equally. These are
historic accomplishments.

Looking forward, our first agenda item for the next
year...will be to continue to pursue our goal of lowering
barriers to trade, and improving access to markets
throughout the world. We will tie up the loose ends of
ratifying and implementing the GATT agreement. We
will try to resolve our remaining differences in important
areas, such as audiovisual and financial services. We will
also look for improved market access offers from Japan
and other countries to ensure that our products have a
fair opportunity to compete. Next in Brussels, we, with
the EU leaders, agreed to put job creation at the head of

our economic priority list. The EU faces persistent high
unemployment and sluggish growth. President Delors’
white paper was a very, very important effort to address
this problem. The US is now rebounding economi-
cally...but as President Clinton noted the other night in
his speech, we must generate still more new jobs to
keep our economy growing. Together, therefore, we
and the countries of Europe must find ways to provide
good, high-wage jobs for all our workers. The Jobs Con-
ference, which the administration is hosting [in Marchl,
will allow us to assess each other’s efforts, exchange
ideas, and develop mutually reinforcing strategies for
creating jobs throughout the world.

Third, with the EU leaders, we discussed the need to
begin to address the next generation of trade issues.
Many believe that the Uruguay Round will prove to be
the last big multilateral negotiation to focus on lowering
tariffs and other barriers. Our attention will now turn to
issues such as harmonizing environmental regulation
with international trade, trade and competition policy,
including anti-trust laws and subsidies, and trade and
labor standards. The NAFTA’s landmark provisions pro-
tecting the environment are a good example of the type
of agreement we will seek in the future.

Our economic accomplishments and agenda demon-
strate in a concrete way why the United States so
strongly supports the integration of Europe. And that is
the benefit of dealing with the European Union on is-
sues such as these. The unity represented by the Euro-
pean Union is not a myth. I can tell you from my own
experience, and the Brussels meeting reinforced, how
valuable our partnership with the European Union is for
the United States. The success of our economic agenda
will require constant close cooperation between the US
and the EU of the type we have enjoyed for the last year
and longer. And in thinking about European integration
and seeing how strong the forces of integration run, I'm
reminded of a comment Winston Churchill made about
Anglo-American relations at the end of the second World
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War; I think it applies equally. He said, “Anglo-American re-
lations, the process of their strengthening, is like the Missis-
sippi; it just keeps rolling along.” And I have that feeling
about European integration. Sure, there are setbacks along
the way, as there were over the last 12 or 18 months, but
when you work in the business many of us are in, you see
how strong these forces are, how strong and deep the forces
of integration run. And Churchill went on to say he thought
it was an awfully good thing, he said, “let it roll, let it roll on
full flood to broader lands and better days.” And that's ex-
actly the way we feel about European integration.

One of the principal tasks we face today and one that was
a principal focus of the President’s trip is to extend Europe’s
integration to the east. Both in the meeting with EU leaders
and at the President’s meeting in Prague, we moved toward
replacing the divisions of cold war Europe with integration
based on shared democracy and market economies. Both we
and the EU are already providing substantial assistance to
help the countries of Central and Eastern Europe with their
difficult transition to democratic free market societies. Over
the next year, the United States will be looking for new ways
to foster regional cooperation among the newly emerging
democracies. We will also concentrate on supporting the
growth of democracy. For example, President Clinton an-
nounced that we are establishing a democracy network,
which will bring new resources to independent, grassroots
organizations in Central and Eastern Europe. But more than
aid, these countries need trade, trade that will generate jobs
and prosperity, and that will cement the integration of a for-
merly divided Europe. We and the EU must work together
more to open our markets to goods from the East. We must
remember that the benefits of open markets will not only ac-
crue to the newly-emerging democracies. Prosperity and sta-
bility in the East will help assure the security of all of Europe.
And the countries of Central and Eastern Europe are not only
potential exporters, but potential importers. They can pro-
vide new markets, and are providing new markets, for West-
ern goods and services.

In the weeks and months prior to the President’s trip,
some pundits criticized the administration’s policy toward
Europe. They asserted that the administration did not suffi-
ciently recognize the importance of Europe, and that we had

E.U. NEWS

SWEDEN ToO JoiNn EU

“We are very happy,” Sweden’s Chief Negotiator Ulf
Dinkelspiel told reporters earlier this month after his country
overcame last-minute concerns and accepted an offer to join
the European Union.

“In the final analysis we have a very good agreement that
constitutes a very good basis for the referendum to follow,”

abdicated American leadership in the world. In the wake of
the President’s trip, you don't hear those criticisms as often,
and with very good reason. They were wrong when they
were made, and they are wrong now. In his speech at the
Hotel de Ville in Brussels, President Clinton reaffirmed the
importance of our close ties with Europe. He said, and I
quote, “Europe remains central to the interests of the United
States, and we will help to work with our partners in seizing
the opportunities before us all.” And in his State of the Union
Address...he again reminded us of the importance to the
United States of stability and security in Europe. Europe has
not, as some feared, fallen off our screens. On the contrary,
the accomplishments of this administration’s first year
demonstrate a record of vigorous American engagement and
leadership in Europe. The President’s commitment to free
trade, and our close consultations with the EU, were instru-
mental in securing agreement on the Uruguay Round, the
major achievements of the NATO Summit, the Partnership for
Peace, NATO support for a European defense capability, the
combined joint task forces, the steps on nonproliferation, all
resulted from American initiatives, in close consultations with
our allies. Indeed, the Summit itself was proposed by Presi-
dent Clinton. And, we helped broker the trilateral statement
on Ukrainian nuclear weapons. The United States will con-
tinue to remain engaged with Europe. In addition to the Jobs
Conference, President Clinton will be visiting Europe twice
this summer, once in June for the commemoration of the
Normandy invasion, and again in July for the G7 Summit in
Naples. Later this year, we will also host a Conference on
Trade and Investment in Central and Eastern Europe, as the
President announced in Prague. And we will continue to
work with the EU in providing increased market access for
goods from the East.

The bonds that tie the United States and Europe are
unique, bonds of history, family, commerce, security, and
most of all, deep and passionate commitment to the ideal of
individual freedom. These bonds form the basis for our en-
during partnership. Throughout the next year, and well into
the future, we will continue to work closely with the Euro-
pean Union and our friends and allies in Europe, as we have
in the past, to confront together the challenges that we face
together.

he said, referring to a Swedish ballot that must now take
place if it is to join the Union on 1 January 1995.

Sweden'’s Dinkelspiel said the agreement with the EU was
good for both sides.

“Obviously Sweden stands to gain from joining the
Union,” he said. “[But] Sweden can also contribute. What
matters most is we all stand to gain from an enlarged
Community.”



SENATOR BIlLl. BRADILEY

Following are excerpts from Senator Bradley’s remarks
at EUROPE magazine’s December press breakfast.

While for 45 years our leadership in the world derived
primarily from our ability to protect other nations from an
obvious military threat that was coming from the Soviet
Union, that threat has now essentially evaporated, and the
question is then raised—what’s the nature of US leader-
ship? And I would argue that our leadership, more than
ever before, has got to be a leadership of example. And I
think that that example, for lack of a better phrase, should
be of a pluralistic democracy with a growing economy that
takes everybody to the higher ground. And I think also
that the need to understand that leadership comes by ex-
ample has implications for our policy toward Russia and
the former Republics.

I think that that relationship should be guided by three
principles. That we should think for the long term, in other
words, make decisions and formulate policies that keep
central before us the long term. Second, that it should rec-
ognize the extent to which interdependence is a reality, a
reality that doesn’t give us much margin for error to ignore
events that are sweeping that land mass. And, I think third,
the principle should be that our policy should affect
human beings for the better. And if you keep those princi-
ples in mind, one of the things that I think is most impor-
tant for us is to have a massive exchange of peoples be-
tween the United States, Russia, and the former Soviet
republics.... It’s with that in mind that I introduced and
two years ago we passed the Freedom Exchange Act. Now,
I first got this idea back in 1989 when I was out in Almadi
[Kazakhstan], then called Alma-Ata, and I was visiting a
high school. And the high school had about 15 students
who had just come back from spending a year in the
United States in Phoenix, Arizona. And I asked them a few
questions, and they asked me a few questions, and I then
said to them, “What’s your most vivid memory of your stay
in the United States?” And one little girl raised her hand
and said, “well, my most vivid memory was the departure.”
And I said, “what do you mean by that?” And she said,
“when we were at the airport, and the girl I was staying
with came up to me and thrust a key in my hand and said,
‘here, this is the key to our home. In case you're ever in
Phoenix, and you don’t have a place to stay, just go in and
make yourself comfortable; you know where the refrigera-
tords.’

The point is that a bond had been established by that
young person’s six-month stay in the United States, a bond
that would have a lifelong impact on her attitude. I look at
what happened in Europe after the War. The German-
French exchanges, thousands and thousands of young
people living in the homes of the other nation’s families. I
look at the US-Japan exchange programs. And I believe
that if we are truly investing for the long term, that these
have to take the highest priority. I know we’re all con-
cerned with today and tomorrow and the news that's

breaking and the cables that have to be written and the re-
leases that have to be finalized. But if we're serious about
transformation, and that’s really what the issue is, then this
kind of investment is absolutely essential.

Can you give us a sense of how your colleagues in the
Senate and your constituents in New Jersey are cur-
rently viewing Western Europeans? It has been said
that whereas in the Bush era, the word “European”
summed up a sort of ally, these days it summons up a
vision of trade competitors.

I'd say it's a long way from New Jersey to Asia. It's a
shorter distance from New Jersey to Europe. The reality is
that Europe and the United States will always have the cul-
tural bond that is essential, and will always have the his-
tory of the last 50 years. I believe that Europe is absolutely
central to the United States’ future, to our self-interest as
well as to the possibility of achieving greater democracy
and prosperity in the world. We tend to have our disputes,
as any friends do have from time to time, but as disputes
go, they're rather minor. They are disputes that flow from
mutual self-respect. And I believe that Europe is in a kind
of identity crisis itself in terms of trying to define its own
way. The United States can and should be a helpful friend
and should be standing with Europe in a number of areas.

The United States’ outlook has shifted to other places in
addition to Europe. What Secretary of State Christopher
said is very true. There is more and more of a look to Asia.
That is the burgeoning dynamic engine of economic
growth, and will continue to be. The second fastest grow-
ing part of the world, of course, is immediately to our
south. NAFTA could very well be the first step in trying to
develop even closer ties with that region. Europe is not
only not going to be forgotten, it can’t be forgotten. It is
absolutely essential to our own well-being.

WHAT THEY SAID....

“NATO has teeth.”
—General Sir Michael Rose, Commander of UN
peacekeeping troops, commenting on the shooting
down of four Serb warplanes by NATO jets.

“Just having a couple of weeks to enjoy peaceful
surroundings in the company of the world’s best
athletes is a victory in itself....Even if it is
something of an illusion.”

—Izet Baracic, Bosnian bobsledder, reflecting on bis
experience at the 1994 Winter Olympics in
Lillehammer, Norway.



BUSINESS BRIEFS

Airbus Industrie is to establish a
subsidiary in Beijing to tap the world’s
fastest growing aviation market. “We
have decided China is a region by it-
self,” said Jean Pierson, Managing Direc-
tor of the four nation European aero-
space consortium. ‘We will keep
increasing our presence there. We will
put whatever is necessary there.” China
will spend $90 billion on more than
1,200 rival aircraft between now and
2010, according to Chase Manhattan
Bank. Airbus, stung by the recent loss
of a $6 billion order from Saudi Arabia
to arch rivals Boeing and McDonnell
Douglas, is determined to take a sub-
stantial share of these contracts.

LR R ]

British Airways retained its title as
the world’s most profitable airline, re-
porting a pre-tax profit of $96 million for
the third quarter of 1993, more than
tripling the year earlier result during one
of the most savage recessions in the
world air transport industry. This took
BA’s profit in the first nine months of
1993 to $443, up 22 percent on the 1992
period. BA is the only major airline in
the world to make profits every year for
the past decade. It notched up profits of
$1 billion in 1990-93, while US carriers
lost a combined $10 billion and other
European airlines dropped $7.5 billion.

LN J

Philips, the Dutch electronics giant,
plans to spend nearly $150 million to
take control of Grundig AG, the unprof-
itable consolidation of Europe’s con-
sumer electronics industry. Philips will
spend $143 million to buy share certifi-
cates from a group of German and Swiss
banks and transfer them into stock to in-
crease its stake in Grundig to 50.5 per-
cent. Philips bought a 24.5 percent stake
in Grundig in 1979 and boosted it to the
present 31.6 percent in 1984. Despite its
minority holding, Philips controls
Grundig’s management and finances.

coe

ABB signed a memorandum of un-
derstanding “to upgrade several metal-
lurgical and petrochemical plants in
Ukraine,” underlining the Swiss-Swedish
engineering firm’s pioneering invest-
ment role in the former Soviet Union
and Eastern Europe. ABB Chief Execu-

tive Percy Barnevik said financing for
the deal worth “several hundred million
dollars” is nearly complete. No other
Western firm can match ABB’s commit-
ment to the former communist nations
of Europe, where the company already
employs 20,000 workers and is set to
hire as many in the former Soviet re-
publics by the end of the decade. Mr.
Barnevik, in Kiev at the invitation of
Ukrainian President Leonid Kravchuk,
chided Western firms for failing to invest
in the country. “We must have Western
aid in this part of the world.”
LR X ]

Mercedes-Benz plans to assemble
its successful compact “Baby-Benz” car
in Mexico by the end of the year to meet
growing demand in the United States. At
present, Mercedes only makes the
“Baby Benz” in Germany, but it is shift-
ing production abroad to avoid high
local labor and social security costs and
to position itself closer to overseas cus-
tomers. Mercedes Mexican subsidiary
began building larger executive models
last year.

LN J

Glaxo, Europe’s biggest pharmaceu-
tical company, made first half pre-tax
profits of $1.5 billion for the first time,
thanks to surging sales in the United
States, which contributed to a 22 per-
cent leap in earnings from $1.2 billion in
the year earlier period.

The British firm’s ulcer drug, Zantac,
consolidated its status as the world’s
best-selling prescription medicine with
sales increasing 5 percent to $1.8 billion
despite cuts in European government
health spending. Glaxo intends to ce-
ment one or more alliances in the US by
the end of the year, according to Chief
Executive Sir Richard Sykes.

LR N ]

Bayer, the German chemicals giant,
is paying $310 million for a 28.3 percent
stake in Schein Pharmaceuticals, a
privately-owned generic drugs company
based in Florham Park, New Jersey. The
purchase follows the $546 million acqui-
sition of Copley Pharmaceutical, Inc.
by Hoechast, Bayer's German arch
rival, last year.

LR R}

Ahold, the Dutch supermarket

group, consolidated its position in the
top 10 food retailers in the US by buying
Red Food Stores from Promodes, the
French retailer. Red Food Stores,
which has annual sales of $585 million
from 55 outlets in Tennessee and Geor-
gia, is Ahold’s sixth acquisition in the US
since it moved across the Atlantic in
1977. The latest buy will boost Ahold’s
US sales by 9 percent to $3.75 billion,
just over half of its sales.
LR N J

Finmeccanica, the Italian state-
owned engineering group, is consider-
ing buying a stake of up to 20 percent in
McDonnell Douglas, the US aerospace
firm. Finmeccanica, confirmed talks are
underway with McDonnell Douglas, but
declined to comment on reports that it
intends to buy into the US group’s Dou-
glas Aircraft subsidiary. Finmeccanica, a
member of the ATR consortium which
makes medium sized commuter jets, re-
cently agreed to acquire eight aerospace
and defense firms controlled by Efim, a
state holding company which collapsed
in 1992.

coe

Statoil, Norway’s state oil company,
has gained a toehold in the US gas mar-
ket with the purchase of a 38.1 percent
stake in Eastern Group, a $140 million-
a-year US gas producer, trader, and dis-
tributor.

Statoil has long sought to export gas
from the Norwegian sector of the North
Sea but has failed to obtain prices that
would cover transport costs across the
Atlantic. The two companies are setting
up a gas marketing venture through
which Statoil will supply Eastern Group
with a minimum of 5.6 billion cubic me-
ters of natural gas over five years for
sale in the US.

—Bruce Barnard

INSIDE EUROPE
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Bruce Barnard
Reuters contributed to news reports in this
issue of Inside Europe.
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ton, DC 20037
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the member states.




Detroit is the site of the March Jobs Conference, which will be attended by economic policy makers from around the world.

ings problem is severe in comparison.”
While many of Western Europe’s inflex-
ible employment protection rules and
rigid wage structures have ensured that
wages remain high for a relatively small
pool of skilled workers, they have also
deterred the creation of new jobs for
many of the continent’s younger, lower
skilled workers.

Most economists agree that al-
though the jobs problem may mani-
fest itself differently throughout the
G7 countries, many of the problem’s
roots are basically the same every-
where. Labor-saving technological
change, industrial downsizing, chang-
ing patterns of world trade, and other
aspects of greater global integration
comprise the most commonly cited
group of culprits. According to
Richard Barnet, co-author of the re-
cently released Global Dreams: Impe-
rial Corporations and the New World
Order, “the nature of competition has
changed.... The fact that production
and services can be moved around so
easily makes chasing low wages more
important.” The resulting growth in
insecurity in the work place, explains
Barnet, “extends from assembly line
workers right up to managers.”

The litany of proposed solutions to the
jobs problem has ranged from calls for

greater restrictions on trade, something
the Clinton administration hopes to dis-
courage forcefully at the jobs conference,
to re-equipping the work force for the
new technological demands of the infor-
mation age. The jobs crisis has also
prompted a rigorous examination of labor
market institutions and policies through-
out the industrialized world, including in
Japan, where, although official unemploy-
ment remains low, it has nonetheless
threatened the country’s time-honored
system of lifetime employment.

For Labor Secretary Reich, job train-
ing figures prominently among the so-
lutions. He intends to overhaul the US
government’s training programs in an
effort to prepare dislocated and disad-
vantaged US workers more effectively
for the high-skill work that he claims
new technologies are spawning world-
wide. Although few experts dispute the
value of training workers to become
more adaptable and versatile, many do
not concur with Reich’s optimistic fore-
casts about the proliferation of new
high-skill jobs. Hence his critics repeat-
edly question, “Training for what?”
White House sources contend that jobs
conference discussions will focus on
the industrialized world’s need to cre-
ate both the value-added jobs and the
skilled work force essential for improv-

ing living standards.

Economists like Burtless and Barnet
generally applaud the animus driving
the upcoming jobs conference. “We re-
ally do have a lot to talk about,” says
Burtless, adding that such a conference
may serve to mobilize the research com-
munity and attract additional resources
to the problem. Barnet’s assessment is
more guarded, “It at least says that the
President of the United States under-
stands that there is a global jobs prob-
lem.” However, he emphasizes the
global nature of the problem and the
danger of failing to consider adequately
the role of developing countries’ policies
in the mix. “If this is it then it doesn’t fit
the bill.” The White House views the
conference as reflective of a gathering
crescendo in the focus on growth and
employment issues, beginning with the
recently released EU white paper on Eu-
ropean employment problems and con-
tinuing post-conference with further dia-
logue at the OECD ministerial level and
the G7 Summit later this year. Given
that few issues stir more powerful senti-
ments than the question of protecting
local jobs, the crescendo is likely to sus-
tain its intensity for some time.

Gina Gianzero writes about economics
and politics from Washington, DC.
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MEMBER COUNTRY REPORT B E L G 1 U M

ast year was a difficult one for Belgium, but
nevertheless one of substantial achievement.
Final approval was given by the Belgian Par-
liament to a series of constitutional amend-
ments which will complete the country’s transition
from an over-centralized unitary state to a federal
structure in which Dutch-speaking Flemings and
French-speaking Walloons are largely responsible for
their own affairs.
The Belgian presidency of the EU’s Council of
Ministers, in the second half of the year, saw the com-
ing into force of the Maastricht Treaty in November

BY DICK LEONARD

and was generally accounted a success. The sudden
death of King Baudouin, on July 31, was a heavy blow,
but the succession of his brother Albert went ex-
tremely smoothly amid much evidence of popular en-
thusiasm. The economic situation remained ex-
tremely tight, yet the left-center coalition government
of Jean-Luc Dehaene was able to take tough decisions
to reduce the budget deficit without breaking up in
the process as many had predicted.

Yet 1994 may prove altogether a more somber
year. The country is mired in a corruption scandal,
which some fear may reach huge dimensions similar
to Italy’s battles of corruption and submerge the
whole political class. It is not yet anything like as bad
as Italy’s corruption crisis, but the wheels of Belgian
justice grind exceeding slow. Even if, which many
doubt, total light is eventually shed on the affair, it will
be a long time before the clouds of suspicion now en-
veloping many, probably innocent, people are lifted.

Already the scandal has drawn blood. Three promi-
nent French-speaking Socialist ministers were forced
to resign in January, and it was only with difficulty that
the left-center government coalition was able to sur-
vive. The three who resigned, after there were re-
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quests for their parliamentary im-
munity to be lifted, were Vice-Pre-
mier Guy Coéme, Walloon Pre-
mier and former party leader Guy
Spitaels, and Interior Minister for
Wallonia Guy Mathot. The Three
Guys, as they are inevitably
known, all strongly deny any
wrongdoing.

The labyrinthine plot allegedly
started in 1988, when the Italian
arms company Agusta was
awarded a $330 million contract to
sell 46 helicopters to the Belgian
army. Agusta had won out after
fierce competition from France’s
Aérospatiale and Germany’s
Messerschmidt-Bolkow-Blohm.
Coéme was Defense Minister at
the time.

Although the deal looked sus-
picious, no evidence of foul play
emerged until last year when the
Agusta company figured promi-
nently in corruption scandals in
Italy, particularly those involving
the Italian Socialist Party and for-
mer Prime Minister Bettino
Craxi. Documentary evidence
was produced suggesting that
Agusta had paid large sums to
the Belgian Socialist Party to se-
cure the helicopter contract and
that payment had been made
through a “front organization”

controlled by Guy Mathot, who was then a leading figure in
the Liege branch of the party. The local party boss in Liége,
André Cools, another former party leader, was mysteriously
murdered in July 1991.

The inquiry into his murder had been assigned to magis-
trate Véronique Ancia. She traveled to Italy to interview
Agusta officials as well as Craxi himself, and she subsequently
asked the Belgian Parliament to lift the immunity of Coéme,
Spitaels, and Mathot so that she could pursue her inquiries
further. She submitted a 16 page confidential memorandum
setting out the grounds for suspicion against the three men.

This document was leaked and was published in several Bel-
gian papers, causing a sensation, as it revealed that Philippe
Moureaux, a former Vice-Premier and close associate of Spi-
taels, was now his principal accuser. The allegations, which all
three men deny, are that Spitaels, as party leader, instructed
Coéme to ensure that Agusta got the contract, that Coéme (or a
member of his personal staff) doctored a technical report as-
sessing the three rival bids to make it more favorable to the
Agusta proposal, and that Mathot received substantial funds
from the Agusta firm destined for the election fund of the So-
cialist Party.

According to Moureaux, the party never received the
funds, while a former mistress of Mathot claims he used the
money to build a $375,000 house at Saint-Raphael on the
French Riviera. The precise role of André Cools, who was
subsequently accused of running an extortion racket to fi-
nance the party in Liége, remains unclear, though the convic-
tion is growing that his murder was connected with the affair.

The Belgian Parliament has thrown out the allegation
that Coéme doctored any reports, accepting his explana-
tion that these were merely successive drafts going
through a normal procession of revision before they were
submitted. Yet it did rule that there was a case for him to
answer concerning possible corruption, and he will be ar-
raigned, at his own request, before the Court of Cassation,
Belgium’s supreme court. Whether Spitaels and Mathot
will also be charged will depend on the results of Judge
Ancia’s further inquiries.

Amid so much uncertainty, it is already clear that it will be
several months before the case comes to trial and that in the
meantime the atmosphere will remain poisoned by rumor
and innuendo. There is some relief that, unlike in Italy, the
accusations, so far at least, focus on only one party, but that
party is a senior partner in the government and is the domi-
nant force in the French-speaking part of the country.

The scandal seems likely to have an indirect effect on the
EU. Guy Spitaels, the strong man of Belgian Socialism over
the past decade, was a favorite to become the Belgian mem-
ber of the new commission which will replace Jacques De-
lors’ team next January. Even if Spitaels is totally cleared of
implication in the Agusta affair (and the published evidence
against him is extremely thin), it will probably be too late for
his appointment to go ahead.

Meanwhile, Belgians are steeling themselves to go through
a bleak period in their national life. The only benefits which
they can see emerging will be a tightening up of procedures to
award government contracts and a determined effort to make
the finances of political parties more transparent.

Dick Leonard is EUROPE’s Brussels correspondent.
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Adolphe Sax

By Marie-Catherine Parmly
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EUROPE

“Saxophone-smash” concert in Washington,
saxophone exhibit at the Smithsonian Museum of
American History, saxophone competition in Belgium—
could it be that President Clinton’s inaugural stint on the saxophone
triggered a “sax-mania” of such magnitude that it went beyond the borders
of the United States and got Europe attuned to Clinton’s publicized hobby?

Well, not to undermine President Clinton’s personal charisma or the intrinsic
power of the saxophone as a communication tool in foreign policy, one should note
that it was not just by chance that President Clinton was offered a saxophone in Bel
gium during his recent European tour. Indeed, Belgium is the cradle of the saxo-
phone, and 1994 marks the one hundredth anniversary of the death of Adolphe Sax,
the Belgian father of the instrument.

The history of the saxophone started in Dinant, a picturesque Belgian town nes-
tled on the banks of the Meuse River, famous for its hammered plate yellow copper
called dinanderie. Adolphe Sax was born there, and today Dinant is preparing to
honor its hometown boy on a grand scale. Sax’s former house has been converted to
a museum, and the program set up for the “Sax Year” is dazzling for such a relatively
small town. It includes an international jazz festival (July 21-24), an exhibit on the
theme “The Saxophone in the History of Painting 1840-1994,” and, most importantly,
the “Adolphe Sax International Competition for the Saxophone” (October 30-Novem-
ber 5), which will draw participants from Europe, the United States, Japan, and
Canada. The closing concert will involve 1,000 saxophonists and will coincide with
the dedication of a monument to Adolphe Sax, a creation of the Belgian sculptor Felix
Roulin. Dinant’s secret dream is that President Clinton will drop in while officially vis-
iting the US military cemeteries of World War II and the nearby site of Bastogne.



In the United States, the adoptive country of the saxophone,
the one hundredth anniversary of the death of Adolphe Sax is
equally remembered. Washington hosted a “saxophone
smash” concert co-sponsored by the Smithsonian’s Division of
Musical History and the Embassy of Belgium. This musical
tribute to the saxophone was held on February 4 and featured
three diverse styles of saxophone played by prestigious Ameri-
can artists performing short solo sets and presenting their
comments about the instrument. Washingtonians heard David
“Fathead” Newman, former Musical Director of the Ray
Charles Orchestra and internationally known as a tenor saxo-
phonist; James Houlik, dubbed by The Washington Post as “the
Andres Segovia of the tenor saxophone” and a real “mission-
ary” in the promotion of the instrument; and the star of the
evening, Kenny G, the saxophonist whose recent compact disc
Breathless is a multi-million seller and rates high in Billboard's
top rhythm and blues albums.

This venue launched the opening of an exhibit dedicated to
the saxophone at the Museum of American History in which
hundreds of Americans could take a closer look at President
Clinton’s very own saxophone, on loan from the White House.
But in all this 1994 saxophone euphoria, who still remembers
Adolphe Sax and the somewhat difficult beginnings of his in-
strument?

Adolphe Sax, the son of a manufacturer of brass and wood-
wind musical instruments, was introduced to music early on.
At age 15, he had already sent two noteworthy instruments to
the Brussels Industrial Exhibition, and at age 20, he invented
the bass clarinet. After settling in Paris, he reached a turning
point in his career when he obtained a patent for his new in-
strument, the saxophone, on June 28, 1846. In fact Sax had in-
vented the saxophone several years earlier, but only French

From left: Lester
Young, Dexter
Gordon, John
Coltrane, Johnny
Hodges, Kenny G.,
President Clinton.

composer Hector Berlioz seems to have recognized the possi-
bilities of the new instrument, which he reviewed in an article
published in 1842.

The generic term “saxophone” covers a family of seven in-
struments ranging from contrabass to sopranino. Unlike most
brass instruments, saxophones have a reed (mouthpiece simi-
lar to that of a clarinet) allowing the performer to increase or
decrease the intensity of the sound.

Despite Adolphe Sax’s best efforts at promoting his saxo-
phone, it was never fully accepted by the classical establish-
ment, and very few pieces exist in the classical repertoire
where the saxophone is the solo instrument of a symphonic
orchestra. Sax fans are known to complain relentlessly about
this “sax discrimination” in the classical repertoire.

It is only when the saxophone reached America that it fi-
nally acquired new respectability. American jazz redeemed
the saxophone and nurtured its contemporary evolution and
popularity. Yet the saxophone was a late addition to jazz. It fig-
ured little in the New Orleans small bands. Only with the rise
of large bands did the saxophone become a central instru-
ment and later developed as a solo instrument acclaimed in
the performances of Sydney Bechet, Charlie Parker, Lester
Young, and John Coltrane.

Beyond jazz, the saxophone has acquired a positive image
and a style of its own in the late 1980s and early 1990s.

André Rysman, director of a European advertising firm, is
quoted as saying that “the saxophone is to the 1980s what
the guitar was to the 1960s.” President Clinton’s endorse-
ment of this instrument only reinforces the image of the sax-
ophone as a symbol of modernity. (€]

Marie-Catherine Parmly is a writer based in Washington, DC.
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THE TWO THINGS I LIKE MOST about Bruges are:
first, it’s not going to change. Each time I go back
those wonderful stone and carved brick houses, the
arched bridges, the ancient tree-lined canals will all
still be there looking much the same as they did 700
years ago. This is because the city fathers keep an
eye on how all the old buildings are maintained and
underwrite restorations. Large signs and billboards
are verboten: no golden arches advertising and no
McDonald’s. The second thing I like is that Bruges’
human sized proportions means that visitors walk
or bike everywhere because cars are not allowed in
the center of town.

Beginnings. The history of Bruges begins and ends with an
outlet to the North Sea called the Zwin, which was formed by
a storm in the early 12th century. Such direct access to the
sea led to the development of Bruges as one of the most im-
portant commercial centers in Western Europe. During the
late Middle Ages, ships brought the riches of both East and
West to its docks, including furs from Russia, fabrics from
Italy, and fruit and spices from Spain and Egypt. Italian cities
like Genoa, Florence, and Lucca built trade houses there.
The Counts of Flanders and then the Dukes of Burgundy
brought artists and craftsmen from all over Europe to deco-
rate their palaces, churches, and guild halls. They commis-
sioned the great Flemish artists to do their family portraits.

However, as prosperity continued so did the amount of
sand and silt in the Zwin, which eventually made the estuary
unnavigable. The good news is that Bruges remained un-
touched by “modern progress” and to this day retains its
medieval atmosphere.
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Medieval Appearances
Notwithstanding,
Bruges Looks Ahead
to the 21st Century



Business and Industry. The most important industry within
Bruges itself is tourism (the city welcomes more than 2.8
million visitors a year). In the last 20 years or so the immedi-
ate vicinity of Bruges has taken on its own importance, at-
tracting several large international companies including
Siemens, Fiat New Holland (builders of agricultural machin-
ery), and Bombardier Eurorail, with its central location, ex-
cellent transportation infrastructure, and motivated work
force. Notably, the electronics giant Philips has moved its
television production headquarters from Spain to Bruges.
Moreover, during the past 15 years, the Belgian govern-

ment has spent more than $2 billion to make Zeebrugge
(eight miles away, but administratively part of Bruges and
connected to it by a man-made canal) one of the best
equipped and fastest growing ports in Europe.

Sights and Sounds. The most beautiful view of the city can be
had by climbing the winding, narrow 366 step staircase to the
top of the 13th century belfry located at one end of the Grote
Markt (Main Square). Thankfully, there are stops on the way
to the top of this perfectly proportioned tower, most notably
the world-famous carillon on the second floor. On a clear day,
you can see Zeebrugge, Os-
tend, other coastal towns,
and Bruges’ extensive
canals. (Another way to get
oriented is to take a guided
boat tour along those canals;
tours are available March
through November.)

Statues in the center of
the Grote Markt pay tribute
to 14th century guild arti-
sans who instigated an upris-
ing against the wealthy mer-
chants who had dominated
them. These same craftsmen
later went on to defeat the
knights of France at the Bat-
tle of the Golden Spurs in
nearby Courtrai.

A one block walk down
Breidelstraat takes you to
the square called the Burg,
the center of the city’s reli-
gious and judicial activities
for more than 1,000 years.

The Gothic Town Hall of
Bruges, located on the Burg,
is one of the oldest and most
beautiful in the country, its fa-
cade adorned with pointed
spires and elaborate statuary.
Inside the scarlet-colored
Gothic Room is a sumptuously
ornamented chamber with
murals depicting the main his-
torical events of the city.

Next-door, the Basilica of
the Blood is most famous for
its contents—a cloth al-
legedly soaked with the
blood of Christ brought back
to Bruges in 1150 by a Count
of Flanders returning from
the Second Crusade. The
cloth is now kept in a reli-
quary in the basilica, itself a
fascinating building. The
lower chapel is pure Ro-
manesque with rounded
arches and massive columns,
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while the upper chapel with its gilt pan-
els and paintings looks more like a
Venetian palace. Every year on Ascen-
sion Day, the relic is carried through
the streets of the city in an extremely
colorful and festive religious pageant.
Citizens of Bruges in authentic cos-
tume act out biblical events as they
pass before thousands of spectators.

The loveliest and most tranquil
place in all of Bruges is the 13th cen-
tury Beguinage, where widows and sin-
gle women of the time went to live in
tiny houses on a large grassy square
walled off from the rest of the city.
Today Benedictine nuns, who wear the
pointed white headdress of their prede-
cessors, occupy these homes and man-
icured gardens. To reach the peace and
beauty of the Beguinage, visitors cross
a bridge over the Minnewater or Lake
of Love with its graceful swans.

Pleasures of the Table. Belgian food is
among Europe’s best, and the fare in
Bruges is as good as in Brussels, even
though there are no Michelin three
stars. The cuisine is based on tradi-
tional Flemish dishes and top quality
local seafood, butter, and cream.

For a simple, but satisfying lunch or
dinner, it's hard to beat the classic
combination of mussels and french
fries—moules frites, the mussels
cooked in a broth of celery, white wine,
onions, and parsley and piled high in
enormous pots accompanied by perfect
fries served in stainless steel bowls.
And, of course, this being Belgium, a
local beer is de rigueur. Breydel-De
Coninck is one of the places in town
that specializes in this signature dish.
As the name implies De Visscherie spe-
cializes in fish and seafood and serves
another Belgian classic, waterzooi, a
soup-stew made with fish, seafood, or
chicken with leeks and other vegeta-
bles cooked in white wine.

At the high end of the scale, the Duc
de Bourgogne restaurant (in the hotel
of the same name) offers stunning canal
views (illuminated at night) from its lux-
urious candlelit dining room complete
with brocaded curtains, velvet-covered
chairs, and glowing fireplaces. Good
choices are the local fish and the aspara-
gus, when available. The romantic mu-
rals in the salon and antique gold panel-
ing in the dining room set the stage for
dinner at De Snippe, which begins with
an amuse-bouche (a palate tickler) like
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LOCATION:

The capital of the province of West
Flanders, on the North Sea coast; 61
miles from Brussels; 60 miles from
Antwerp; 170 miles from London. Popula-
tion: 120,000.

Rail: Direct train service between
Brussels and Bruges is frequent; trip
takes approximately one hour from Brus-
sels’ Central or North stations. Passen-
ger information, tel. (32) 50 38 23 82.

Ferry: Ferries (passenger/vehicles)
and jet foils (passengers only) operate
frequently between the UK (Ramsgate)
and Ostend (about 20 minutes from
Bruges). Passenger information: Sally
Ferries, tel. (32) 59 55 99 55.

Car: The E40 to Brussels; near the
E17 which goes Hamburg-Antwerp-Ghent-
Paris. Note: Parking is prohibited in the
center of Bruges; there are underground
garages on the outskirts of town.

CONTACTS:

For business: Bruges Chamber of
Commerce, tel. (32) 50 33 36 96; fax:
(32) 50 34 22 97. Also Flanders Invest-
ment Council in Boston, tel. (617) 239
8225; fax: (617) 239 8296. For plea-
sure: Bruges Tourist Office, tel. (32) 50
44 86 86, fax: (32) 50 44 86 00. The of-
fice will reserve hotel rooms on request.

HOTELS:

Hotel de Orangerie (16th century
building turned into an 18 room intimate
inn with stained glass windows and stone
floors; many rooms have fireplaces), tel.
(32) 50 34 16 49.

De Snippe (quiet and elegant 18th
century residence with superb restau-
rant), tel. (32) 560 33 70 70.

VITAL STATISTICS

Duc de Bourgogne (nine small rooms
and one of the best restaurants in town
with great canal views), tel. (32) 50 33
20 38.

Oud Huis Amsterdam (converted
townhouse with 22 rooms, many over-
looking a canal; excellent bar), tel. (32)
5034 18 10.

RESTAURANTS:

Breydel-De Coninck (ideal place to
sample classically Belgian moules-frites),
tel. (32) 50 33 97 46.

De Visscherie (seafood is supreme,
but do try specialty of the region, water-
z00i), tel. (32) 50 33 02 12.

Duc de Bourgogne (both ambiance
and food rate rave reviews), tel. (32) 50
33 20 38.

De Snippe (the best Bruges has to
offer for elegant and fine dining), tel. (32)
50 33 70 70.

MUSEUMS:

Groeninge Museum (houses master-
pieces of Flemish 15th century art, includ-
ing works by Jan van Eyck, Hans Memling,
Rogier van der Weyden, and Hieronymous
Bosch), tel. (32) 50 33 99 11.

Memling Museum (a converted 13th
century ward of the Hospital of St. John
displays six great works by Hans Mem-
ling, including the Ursula Shrine, a small
gilded box shaped like a Gothic cathedral
with exquisitely detailed illustrations of
medieval life depicted on both sides and
ends), tel. (32) 50 33 25 62.

Palace of Gruuthuse (former home of
powerful Flemish aristocrat filled with
household and decorative items reflect-
ing lives of the privileged in the 15th and
16th centuries), tel. (32) 50 33 99 11.

small bits of lobster and caviar mousse,
continues to a main course such as
sweet scallops and truffles, and ends
with a dessert like tarte tatin.

Future Plans. Medieval appearances
notwithstanding, Bruges has not lost
its commercial instinct, and its mind-
set is firmly planted in the 21st century.

The city has plans to make itself
even more accessible by establishing a
link with the nearest TGV station (in
Lille, France). To encourage busi-
nesses to hold their meetings here,
Bruges actively promotes the city’s
unique aspects as a meeting place and

assists organizers in booking meeting
rooms and hotels and finding the requi-
site technical equipment.

Finally, 1994 marks the five hun-
dredth anniversary of Hans Memling’s
death. To celebrate the renowned
Flemish artist, the city museums have
organized an exhibition that will in-
clude the masterpieces of Memling as
well as those of his contemporaries
that have been brought together from
European and American museums and
collections.

Janet Bennett is a writer based in Wash-
ington, DC.
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La Calobra Mallorca

More Than

Just Islands

in the Sun

Mallorca, Menorca, & Ibiza

ong considered Europe’s preferred playground, the Balearic Islands are far more than an exclusive
destination for international jet-setters and royal family members. Mallorca, Menorca, and Ibiza, lo-
cated in the western Mediterranean due south of Barcelona, attract more visitors, especially Ger-
man, British, and Dutch, than any other region in Spain. Little doubt exists as to the reason why.

Like siblings, the islands have as many similarities as they do differences. So while it is true
that anyone seeking sun, surf, and sports could enjoy any of the three islands, their characters
are such that each spot merits a visit.

Mallorca, believed to have been inhabited as early as 4,000 BC, is the largest with 1,400 square

By Anne Salmeron miles. The blend is a patchwork of beaches, rural villages surrounded by fragrant lemon trees,
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verdant mountains and valleys, rocky
coastlines, and a major Spanish port,
Palma de Mallorca, which serves as both
the capital of the island as well as the re-
gion. “Culture, sports, and the infrastruc-
ture of sun and beaches” explains Mal-
lorca’s appeal, says Palma’s Mayor, Joan
Fageda Aubert. Indeed, the local airport
is known as Spain’s busiest, and tourism
has replaced agriculture and maritime
activities as the largest employer.

Just as the smaller towns, in particular
Andraitx, Puerto de Soller, and Vallde-
mossa, and out of the way breathtaking
views, including the Mirador de Ses Ani-
mes and Cabo Formentor, deserve ex-
ploring, Palma does too. The city, first
built by the Romans and later ruled by
Arab kings, offers wonderful views of
water. The Gothic-style cathedral, built
during the 13th and 14th centuries, espe-
cially stands out among the old mansions
and maze of curved streets.

While Mallorca maintains a mix of
bustle side by side with peace and quiet,
Ibiza never stops. A blend of hippies and
jet-setters makes for a colorful commu-
nity. Indeed, a truly free for all style pre-
dominates. Thus, people-watching and
night life are the island’s main sports.

Smaller than Mallorca with fewer
mountains and a drier climate, Ibiza is
ideal for traveling by motorscooter.
Those seeking a sense of the island’s
history should visit the city of Ibiza, set
on the hillside. The Carthaginians used
Ibiza for trading purposes as far back as
645 BC. The city’s 13th century cathe-
dral offers a sense of the island’s past,
as does the neighborhood of Dalt Vila.

Whereas Ibiza is alive at all hours,
Menorca could not be more peaceful.
This is often explained by the British
presence dating back to 1713, when the
Treaty of Utrecht gave England both
Menorca and Gibraltar. Apart from the
local mood, the island’s architecture also
reveals English influence. Whereas sec-
tions of Mallorca and Ibiza have been
victims of modern hotels and apart-
ments, Menorca, with strict building
laws, has maintained a historical flavor.

Especially interesting on Menorca is
the vast array of prehistoric stone
structures. These are mostly found in
the southern portion of the island. The
island also has 140 man-made caves
from the 19th century BC. (E)

Anne Salmeron is a journalist based in
Madrid.
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VITAL STATISTICS

Weather: average 18°C, high 26°C
(August), low 10°C (January)

Population: Mallorca 613,813,
Menorca 68,347, |biza/Formentera
85,740

GETTING THERE

Flights: From Madrid, flights are one
hour. From Barcelona 45 minutes.

Boat service: To the islands from the
peninsula and within the island chain
contact: Transmediterranea, tel. (971) 72
67 40, fax (971) 72 54 56; Naviera Mal-
lorquina, tel. (971) 71 09 53.

Car rentals: Daily rates on the island
start at $25, weekend at $45, and
weekly at $185.

HOTELS

Mallorca’s mix of hotels is as eclectic
as the island itself. For those who insist
on staying in Palma, the Borne, a recently
renovated palace with 29 rooms, is an ex-
cellent choice, tel. (971) 71 29 42,
Rooms range from $35 to $85. In Deia,
La Residencia, a superb value for a
deluxe hotel, is unlikely to disappoint.
Apart from its gorgeous setting, the hotel
has 377 stunning facilities, tel. (971) 63
90 11. Prices are $105 and up. The
Costa d’Or, also in Deia, is better suited
to shoestring budgets. With rooms from
$30, the hotel is known for its personality
and attracts artists and writers, tel. (971)
63 90 25. Finally, in Soller, El Guia is
ideal for those seeking easy access to
morning hikes in the country. A simple
spot where rooms run about $40, tel.
(971) 63 02 27.

Ibiza’s best hotels are tiny. In the
heart of the city, El Corsario, with 14
rooms and breakfast on the terrace, is a
good bet at $60 a room, tel. (971) 30 12
48. Also in the city is Montesol. Rooms
with terraces and a bar that’s known as a
meeting point make this 1930s hotel a
good option. Rooms tend to run about
$45, tel. (971) 31 01 61. Two gems out-
side of town include Les Terrasses, con-
sidered a perfect retreat, with perhaps
the best cooking on the island, has
rooms from $75, tel. (971) 33 26 43. La
Colina de lbiza, an antique country
house, couldn’t be more comfortable.
Rooms start at $55, tel. (971) 33 27 67.

Menorca’s capital city, Mahon, has
Almirante, an 18th century mansion, con-

sidered the preferred spot in town.
Rooms start at $40, tel. (971) 36 27 00.
Outside the city, Biniali is more like a pri-
vate home than a hotel and has a pool.
Rooms start at $75, tel. (971) 15 17 24.
A more moderately priced spot (rooms
from $25), S’Engolidor is a tiny pension,
tel. (971) 37 01 93. A historic villa with
just 17 rooms, Ciudadela/Ciutadella is
35 miles from Mahon. Rooms start at
$25, tel. (971) 38 34 62,

RESTAURANTS

Balearic cuisine, unsurprisingly, relies
heavily on fish. Palma’s best bets for tra-
ditional Mediterranean food include Club
Nautico Cala Gamba ($30 and up), tel.
(971) 26 10 45, on Paseo de Cala
Gamba, and Rififi on Avenida de Joan
Mird ($20-$30), tel. (971) 40 20 35.
Celler Can’Amer at Calle de la Paz, 39 in
Inca (18 miles from Palma) is known for
traditional dishes that are tough to find
($20 and up).

On Ibiza simple cuisine is best found
at Sa Gavina, and leave room for the
Tatin, a local dessert speciality. Avenida
de Pedro Matutes Noguera, 20, tel. (971)
30 51 64, $25. Ca Na Joana, with a
pleasant terrace and local recipes, is 10
miles from the city ($30), tel. (971) 80
01 58.

In Menorca’s capital, Jagaro, tel.
(971) 36 23 90 and Pilar, tel. (971) 36
68 17 are two of the better restaurants.
While the setting surely contributes to Ja-
garo’s appeal, the food, which tends to
be an especially good value, should ex-
plain why this is considered one of the
best spots in town. Pilar places a special
emphasis on island dishes. Don’t miss
the desserts. Both restaurants run about
$25. Rocamar, slightly more expensive,
serves international and island dishes.
Many believe the Rocamar is the best on
Menorca, tel. (971) 36 56 01.

GOLF COURSES

Mallorca: Canyamel Golf Club, tel.
(971) 56 44 57; Club de Golf Rocaviva,
tel. (971) 56 58 75; Golf Ponent, tel.
(971) 13 01 48.

Menorca: Son Parc Golf, tel. (971) 37
98 34.

Ibiza: Club de Golf Roca.lLlisa, tel.
(971) 31 37 18; Club de Golf Ibiza, tel.
(971) 31 50 03.




CAPITALS

Imost three years
ago, the tiny country
of Slovenia inherited
what many might de-
scribe as a legacy of
i economic privilege and ad-
i vantage. Relatively well devel-
i oped and remarkably West-
ern oriented, Slovenia
emerged from the rubble of
communism with a “head
start” of sorts over its Eastern
European and former Yugo-
slav counterparts on the jour-
ney toward a Western-style
market economy. The coun-
try’s relatively good fortune
and considerable reform
i progress have been bolstered
by its modernizing capital
city, Ljubljana.

With a per capita GDP
that exceeds those of Greece,
Portugal, and Eastern Euro-
pean countries, Slovenia is
touted as the wealthiest coun-
try to emerge from
the communist world.
Several factors have
converged to con-
tribute to the coun-
try’s advantageous
poll position in the
race to successful
economic transition;
its diversified produc-
tion structure; a dy-
namic, primarily ex-
port oriented,
manufacturing base
(accounting for 26
percent of GDP in
1992); and a relatively
modern infrastructure
(although still short
of Western stan-
dards). Slovenia’s
debt service burdens
are negligible com-
pared to those of
many of its Central

Letter from Ljubljana

Ljubljana i

i and Eastern European neigh-
i bors. Furthermore, its al-

i ready substantial ties with

i Western Europe grow
stronger every day—over half
i its exports were to EU coun-

i tries in 1992. Slovenia is also

¢ firmly entrenched in the
global community, boasting

i membership in the IMF,
World Bank, European Bank
¢ for Reconstruction and Devel-
i opment, United Nations, and
i Conference on Security and
Cooperation in Europe. Its as-
i pirations for EU membership
i by the year 2000 remain

i unabated.

Titoist variations on So-

viet-style communism af-
: forded Slovenia and other re-
i publics in the Yugoslav

federation considerable his-
toric exposure to the opera-
tions of a market economy.

i Tito’s reforms included the

opening of Yugoslav borders
and the development of the
distinctly Yugoslav self-man-
agement system, which re-
placed central planning with
individual enterprise control
over wages, pricing, and in-
vestment decisions. This sys-
tem of social ownership pro-
duced many highly
professional and skilled man-
agers. Slovenia’s particularly
small internal market and its
proximity to Western mar-
kets further contributed to its
export oriented, Westward
looking development. Accord-
ingly, Slovenian managers

cﬁtpeting to be recognized as Europe’s 1995 Cultural Capital.
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regularly served as intermedi-
aries between Eastern and H
Western markets and devel-
oped an affinity for Western
business culture. Some
Slovenes insist that their
young country, the engine of
former Yugoslavia’s econ-
omy, was never truly a com-
munist state.

Despite its somewhat fa-
vorable inheritance from
communism, Slovenia is not
without its challenges. At the
World Bank and IMF annual
meetings last fall, Slovenian
Finance Minister Mitja Gas-
pari described his country as
undergoing a “triple transi-
tion,” encompassing its newly
gained independence, the es-
tablishment of a market econ-
omy, and a reorientation of its
economic ties. Slovenia has
not, in fact, purchased inde-
pendence cheaply.

In an interview
with EUROPE, Gas-
pari equated the loss
of export markets and
access to inexpensive
raw materials in the
former Yugoslavia to
“an earthquake for
Slovenian enter-
prises.” Exports to the
former Yugoslavia fell
from 70 percent in the
1980s to 26 percent in
1992. Industrial pro-
duction plummeted 16
percent between 1991
and 1992; per capita
GDP dropped by
more than $2,000
since 1990; and as of
last fall unemploy-
ment hovered near 14
percent. “Because we
are constantly losing
our Yugoslav mar-
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i kets, we are reorienting our

i trade to Western countries

i like Germany, Austria, Italy,
and others,” explains Gaspari.
¢ So far his country has been

i quite successful in this re-

i gard, having transformed a

i trade deficitin 1991 into a

i surplus in 1992. Slovenian

i leaders remain hopeful that

i the country’s intense orienta-
i tion toward developed coun-

i try markets will improve its
prospects for greater integra-
i tion with Western Europe.
Certainly one of Slovenia’s
i most attractive features is its
i centrally located capital city,

i Ljubljana. Nestled in the cra-
dle of routes linking east with
i west and north with south,

i Ljubljana embodies the merg-
i ing of European cultures, art
i forms, ideologies, and aspira-
i tions and is engaged in
earnest competition for the

i chance to be recognized as

i the Cultural Capital of Europe
i in 1995. A city where rem-

i nants of the Roman Wall en-

i circle skyscrapers, Baroque

i mingles with Art Nouveau,

i cathedrals compete with
commercial centers, business
i conversations mix with idle

i coffeehouse chatter, and wil-

i low-shaded riverside benches
i offer refuge from boisterous

i outdoor markets; Ljubljana’s
every feature belies its po-

i tential to become a great
European city—an entrepot

i at the heart of European

i integration.

: Home to successive gen-

i erations of Illyrians, Celts,

¢ Romans, and Slavs and ruled
i by Austro-Hungarians, Ital-

i ians, and Yugoslavs, Ljubljana
possesses nooks and cran-

i nies replete with the vestiges
i of myriad cultures. Opera

i houses, theaters, and muse-

i ums beckon the culturally in-
¢ clined. The ways of antiquity
i dot the old quarter, peppered
i with churches and crossed by
i cobbled streets.

H Ljubljana is, however, very
i much a city in transition

i whose inhabitants have

i quickly renamed Revolution
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i Square, “Republic Square.”
Poorly maintained, pollution-
i stained buildings are plas-

i tered with newfangled plac-

i ards, and many streets have
been recently christened with
i new names; Tito’s Road has
suddenly become Vienna

i Road. :
¢ Once sandwiched between !
¢ the ideological worlds of com-
{ munist East and capitalist

i West, Ljubljana has always

i had its face pressed up

i against the Iron Curtain. The
Curtain’s final fall has ush-

i ered in a period of frenetic

! entrepreneurship and has in-
i spired the birth of such capi-

i talist endeavors as the Ljubl-

i jana Stock Exchange in 1990.
i The city is teeming with en-

i trepreneurial hopefuls. Ljubl-
i janais the proud owner of

i one of the major commercial
fair centers in Central Europe
i and plays host to interna-

i tional and domestic trade

i shows year round.

Further evidence of this

¢ transition can be found in the
i city’s post-secondary educa-

i tional system. The University
i of Ljubljana, the country’s

i largest institution of higher
education, has of late opened
i its doors to American profes-
sors of finance and business

i administration who are re-
vamping its business curricu-
i lum to provide a new genera-
tion of Slovenian managers

i with the marketing and finan-
cial skills they were denied

i under communism. “Depend-
! ing on what happens to the

¢ south...I think [Ljubljana] is
{ in a position to provide a lot

i of services and also to serve
as a focal point for the coun-

i tries to the south,” observes

{ William Sartoris, an Indiana

i University professor of fi-
nance who spent several

¢ months redesigning business
programs at the University in
i Ljubljana. Many observers

i are confident that an end to

i the war in the Balkans will
eventually restore Ljubljana

i to its position as a desirable

i site from which to serve the

markets of the rest of former
i Yugoslavia.

Perhaps the finest mo-

of the Holy Alliance. Ever
since that time, Ljubljana has

i evolved naturally as a hub of
i European economic activity.
i Within a few hours’ flight of

i major Eastern and Western

i European capitals, it stands

¢ firmly at a crossroads of Eu-
ropean commerce. Simultane-
i ously embracing its rich past
i and pursuing modern com-

i mercial prosperity, Ljubljana
embodies Slovenia’s aspira-

i tions to become once again a
celebrated meeting place of

i leaders from all corners. In
many respects, Slovenia and
i its capital are very close to
possessing the market econ-
i omy and attaining the inte-
gration with, and recognition
i from, Western Europe that

i Slovenes so fervently desire.

—Gina Gianzero

pponents of censorship
cheered when a 22 year

old gag on the state radio and
television service, RTE, from
i broadcasting interviews with

i alegal political party, Sinn

i Fein, was dropped earlier this
year. It was not a black and

i white issue of liberals versus
conservatives, however, but a
i complex issue which got

i caught up in the fate of the :
i “peace process” aimed at end-
i ing the IRA’s campaign of vio-
i lence in Northern Ireland and
i the United Kingdom.

Sinn Fein is the political

i arm of the IRA and has al-

i ways supported its “armed

i struggle” to end the British

i presence in the North. Back

i in the 1970s when the level of
i violence was much higher

i and included such actions as

i the assassination of the

i British Ambassador in

: i Dublin, the then government
i ment in Ljubljana’s history oc-
i curred in 1821, when the city
i served as the meeting place

i of the Austrian Emperor, the
i Russian Czar, and the Nea-

i politan King at the Congress

used its powers under Sec-

i tion 31 of the Broadcasting

i Act to ban from the airwaves
i Sinn Fein and the IRA which
i unlike Sinn Fein was an ille-
i gal organization. Outlawed

{ paramilitary organizations in
i the North were also banned
i from RTE, which until re-

i cently had a monopoly

i position.

Newspapers were not af-

i fected by the ban and carried
i interviews with Sinn Fein and
i anonymous IRA members.

i But as the years went by and
i Sinn Fein became more in-

¢ volved in normal political ac-
i tivity such as contesting elec-
i tions, campaigning on local
issues, and so on, demands :
i increased for the party to face
tough questioning on radio :
i and television over its sup-
i port for the IRA.

A rather ludicrous situa-

tion had also been reached
i whereby RTE applied the ban
! in such a way that a Sinn Fein
i member who happened to be
i atrade union official could

_ LIFTING THE BAN

not be interviewed about a

i strike which had nothing to

i do with politics. Neither

i could the Sinn Fein leader,

i Gerry Adams, be interviewed
i in his capacity as a writer of

¢ childhood memories of grow-
i ing up in Belfast.

The National Union of

i Journalists, to which most

i broadcasters belong, and

i RTE itself took their case to

i have the ban lifted to the Eu-
i ropean Court of Human

¢ Rights but lost. However, last
¢ year the United Nations

Human Rights Committee

i found that the Section 31 ban
i was a breach of the Interna-

i tional Convention on Civil

¢ and Political Rights.

By this time the minister

in charge of broadcasting was
i astrong opponent of the

i ban—Michael D. Higgins, a
i writer and poet on the left

i wing of the Labor Party. A

¢ highly successful conference



i organized in Dublin against

i censorship in all forms at

¢ which Salman Rushdie and

i Carl Bernstein spoke also

i contributed to the growing

i feeling that the ban on Sinn

i Fein was counterproductive

i and that support for the IRA’s
¢ violent campaign would de-

i crease if its defenders could

i be seen and heard.

i Butas the expiration date

i for the ban approached, Sinn
i Fein and the IRA were having
i intense internal debates on

i whether to respond positively
i to the joint Peace Declaration
i by the Irish and British Prime
¢ Ministers offering Sinn Fein a
i place at the negotiating table

i if the IRA would definitively

i end its campaign.

i Some critics argued that it
i would be a mistake to lift the

¢ ban until the IRA and Sinn
Fein renounced violence. Oth-
i ers argued that such an action
i would encourage them to re-

i join normal political life. The
government with some mis-

i givings did not renew the ban,
but only after RTE gave assur-
i ances that extra precautions

i would be taken not to allow

i the airwaves to be used to

i promote violent methods or

i preach incitement to hatred.

i —Joe Carroll

AMSTERDAM

. WORLD CUP COACH

ohan Cruyff will not be in

i wthe United States this sum-
i mer. At least not as the coach
i of the Netherlands national

i team in the World Cup cham-
i pionship to be held in the US.
After months of dragging ne-

i gotiations, the national soccer

i association (KNVB) decided
i to forget about Cruyff and

i chose Dick Advocaat as the

i coach for the World Cup

i instead.

: It was something of a na-
tional disappointment, as

i Cruyff has been one of the

i most talented—and at least

i until recently one of the most
i popular—Dutch soccer play-
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i ers ever. Cruyff had stated

i several times he wished to be
i the coach of the national team
this summer in order to re-

i turn some of the goodwill he

i owed to Dutch soccer. But his
i financial demands made it im-
possible to come to an agree-

i ment with the KNVB. Exclu-

i sively for the world

i championship, Cruyff de-

i manded an enormous fee, in-

i cluding the right to wear his
own sponsored sports clothes,
i and another 10 percent of all

i revenues of the KNVB.

Johan Cruyff, 46, started

playing major league soccer

i in the Netherlands when he

i was only 17 years old, in his

i hometown club Ajax Amster-
i dam. His first match on the

i national team was in 1966. He
i was the key player in the

i glory years of Dutch soccer,

i both with his club Ajax and

i with the national team. With

i Cruyff, the Dutch made the fi- :
i nals of the world champi-

i onships in 1974 and 1978.

i Though they lost both times
i (against Germany and Ar-

i gentina), their style was

i widely admired. Because of

i the color of the team jersey
and its versatile technique,

i the national team was known

as the “Clockwork Orange.”

In 1973, Cruyff made a

i spectacular and lucrative
i transfer from Ajax to

Barcelona FC. He was the
: European soccer player of
the year in 1971, 1973, and

1974. At the end of 1978 he

moved to the US to play with
i the Los Angeles Aztecs and

i the Washington Senators in

i the newly founded American
¢ soccer league. It was not a

i big success. He returned to

i Europe, played another year
in Spain, returned to Ajax,

i and ended his career in 1984
i with Feyenoord, Ajax’s rival

¢ club from Rotterdam. He be-
i came the coach of his old

i club Ajax in 1985. Two years
i later he moved to Barcelona
i as the coach of Barcelona FC,
i where he continued his repu-
i tation with more champi-
onships and European titles.

Over the years, Cruyff has

extended his influence over

i Dutch soccer. His disdain for
the bosses of the clubs and

¢ the soccer association was

never hidden. Within the

i Dutch soccer world, Cruyff

i came to be a source of irrita-
¢ tion for some and was ad-
mired by others. The result-

¢ ing division certainly has not
done any good for Dutch soc-
i cer. Despite a number of ex-

i cellent players, the Dutch

i national team has not partici-

Disgruntled Dutch coach, Johan Cruyff, won’t be the Dutch
Nationals Coach in this summer’s World Cup.

pated in recent world champi-
onships.

Last year, under the guid-
ance of Dick Advocaat, a

i quiet and unpretentious
coach, the national team nar-
i rowly qualified for the final

i rounds of the 1994 World

i Cup. Beforehand, it had been
i agreed that Advocaat would

i step down after the qualifica-
i tion rounds but then the

i KNVB and Cruyff fell out :
after bitter quarrels. Probably
i for the first time, public opin-
i ion chose the side of the offi-
i cials. Cruyff was depicted as
greedy and money driven,

i and to his surprise, nobody
came to his rescue when he

i was dumped by the KNVB.

i So it will be Dick Advocaat

i this summer in the United
States for the World Cup at

i the helm of the Dutch na-

{ tional team.

—Roel Janssen

_ THE SECOND REPUBLIC

he transition from one po-
litical system to another is :

i usually turbulent, if not down-
i right violent. What is happen- i
i ing in Italy, on the other

! hand, is almost unreal.

The advent of what is gen-

erally called the Second Re-

i public, which the upcoming
special elections (March 27)

i will bring to life, is inevitably
causing furious disputes. And
i the echoes of the death of the

First Republic will reverber- :
ate for a long time to come, in i

i part because of the many ju-
i dicial aftermaths and corrup-

tion trials that have involved
the old leaders of Italian poli-

i tics. But, on the whole, this is
i all taking place—at least for

{ now—in a manner respectful
i of democratic principles.

Having said this, however,

! let no one delude himself that
i the change won't take place. i
¢ To begin with, the true “revo-
i lution” will begin with new

i faces. Right now there are
945 representatives and sena-
i tors in Parliament. According
to predictions, a good two-

i thirds of them will have to go
¢ home. This is something
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i completely new in post-war

i Italy, which is used to contin-
i uously changing ministers

i and governments, but which
i always revolved around the

i same politicians.

i The most recent elections,
i held in April 1992, were the

i first harbinger of change.

i The turnover bordered on 50
i percent with the appearance

i of the Northern League, the

i first political movement

i which, from a conservative

i and even separatist position,

i broke the equilibrium of the

i parties which had shared

i power for 40 years. This is

i nothing compared to the cata-
i clysm which observers pre-

i dict will follow the imminent
elections. Unless something

¢ happens at the last moment,

i very few of the old parties

: won't be decimated. Experts
say that perhaps the only par-
i ties that will be able to save
their members of Parliament
¢ will be the Northern League,
i which despite being a new

i formation has managed to in-
i volve itself recently in cases

i of corruption, and the PDS,

i the ex-<communists.

H It is always risky to hazard
predictions in politics, but ac-
i cording to the majority of ex-
i perts a few things seem cer-

¢ tain. Like the impending
catastrophe facing the Social-
i ist Party of ex-Prime Minister
i Bettino Craxi, who is the

i most involved old guard

i politician in the huge anti-cor-
i ruption investigation known

i as “Clean Hands.” Already at
i the last administrative elec-

i tions the Socialists had fallen
i from 14 percent, their record
i high, to barely 4 percent.

i Other parties condemned to

i die out, or almost, are the

i small centrist parties, which

i in recent years had been able
i to insert themselves and sur-
i vive between the traditional

i governing party, the Chris-
tian Democrats, and the tradi-
¢ tional opposition party, the

i Communists.

H The biggest question

i mark, however, concerns the
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i Christian Democrats. Their

i name has been changed. In

i this, they imitate practically

i all the other parties. The up-

i coming elections will for the

i first time contain acronyms

i and emblems that are com-

i pletely new. But, even though
i they have recycled them-

i selves as the PPI or the Ital-

i ian Popular Party, they still

i haven't been able to save

i themselves from the scorn of
i public opinion. With their old
i notables in disgrace, begin-

i ning with their most repre-

i sentative member, ex-Prime

i Minister and many times For-
i eign Minister Giulio An-

i dreotti, they don’t seem to

i have been able to produce

i any valid substitutes. And

i they even ended up losing

i the ensign upon whom they

i rested all their hopes. Mario
i Segni, the son of a former

i head of state during the

i 1960s, has created his own

¢ political movement, and the

i old DC (now PPI) has no

i other option than to pursue

i and court him.
In the middle of all this up-
i heaval, the most reassuring

i aspect is that even if the
politicians are upset, the

i economists seem relatively

i tranquil. The balance of ex-

i ternal payments, thanks in

i part to the devaluation of the
i lira, has never been so good.
And other economic figures

i on the whole (despite worries
i over unemployment that all

i Western countries share)

i aren’t that bad. And, for the

i first time, the Parliament (as
i its last act before dissolving

i itself) has passed one of the

i most long-awaited laws that

i will render contracting bids
on major public works trans-
parent and corruption-proof.

—Niccolo d’Aquino

he arts scene in London
has rarely been livelier

! than during the chilly winter

¢ months. It hasn’t been the ex-
hibitions, concerts, and plays
i which have kept Londoners

i buzzing with excitement, but
i two massive rows involving

i the arts administrators and

i critics.

First came the “super or-

i chestra” scandals involving

i the state-funded Arts Council.

¢ London has too many orches-

tras, argued the council. Gov-

i ernment funds are being cut,

i they added, and concluded

i that the best way to spend the
reduced money available was

i to starve one of the orchestras.

This was supposed to

force an amalgamation be-
tween existing ensembles,
i and presto, the “Super

i Orchestra.”

Unfortunately, not every-

one agreed with that idea, not
i the musicians, naturally, but

i there were also many who

i disapproved of the council’s

i selection of which orchestra

i was to get the big subsidies

i and which should go to the

¢ wall.

Uproar ensued, the coun-
cil began to waver and finally

i cracked under the pressure.
i Abandoning the idea of the
super orchestra, the council
i members ran for hiding,

i hotly pursued by their critics
i who demanded resignations
en masse after the ignominy
i of the U-turn.

Former Prime Minister

Edward Heath, who is a lover
i of classical music and a pro-

i lific conductor, commenting

i that “the Arts Council's repu-
i tation is at its lowest level in

i nearly 50 years of existence,”
i welcomed the replacement of
i its director. Undoubtedly, in

i the fullness of time other

i artistic heads will roll.

Elsewhere in London’s art

world, one lofty head that did
i not roll, despite the demands

_ ANGRY OVER ART

i of 35 of the leading members
¢ of the arts establishment, was
i that of the acerbic arts critic

¢ of London’s Evening Stan-

i dard. Outraged by critic Brian
¢ Sewell’s bitingly witty and dis-
¢ tinctly prejudiced views of

much of modern art, the :
i members of the arts establish-
i ment hit back in a letter to the

editor of the capital’s only af-

i ternoon newspaper.

They denounced Sewell
for his “dire mix of sexual

i and class hypocrisy, intellec-
i tual posturing, and artistic
¢ prejudice,” among other

things. The editor, instead of

i agreeing to their request that
i he be dismissed, published

i the letter and ignited a blaz-

i ing row that warmed the
hearts of the strap-hanging

i commuters who Sewell

i claims as his audience.

His readers cheered when

i he labeled much of what is

i lauded by the art establish-

i ment—such as the infamous

i Tate Gallery exhibit of fire-

i bricks—as “claptrap.” But it

i seems Sewell stepped over

i the line when he described a
i recent art exhibition as “femi-
i nist claptrap.”

Television, radio, and the

i national dailies all jumped

i into the fray, with the result

i that art has had more expo-

i sure in the media than ever

i before. Suddenly, art is news.

Not since the mid-1980s

i when the Prince of Wales

i lambasted modern architects
for having done more damage
i to the appearance of London
i than Germany’s World War II
i Luftwaffe, have people had so
¢ much fun at the expense of

i the art establishment.

Since the Princely salvo,

! the general level of interest
¢ and debate about architecture
i hasrisen to the point where
the elite can no longer ignore
¢ public reaction to their

i work—for good and for bad.

i The Sewell affair looks set to
i do the same for the art world.

As a friend just returned to

i London from a long trip

i abroad commented, “Isn’t it
i wonderful to live in a city

i where people can get so ex-
i cited and angry over art?” It
i certainly is.

—David Lennon



LISBON

LISBOA 94

isbon is one of Western
: Europe’s most provin-

i cial capitals, enjoying al-

: most cult-like status be-

i cause of its white

i appearance and romantic

i location on the Tagus

i River. But currently this

i city on the Western fringe
i of the continent is proudly
i taking its turn in the lime-
i light as European Capital of
Culture. Its ambition dur-

i ing this 12 month reign is

i nothing short of trying to

i reinvent itself. The effort

i might not be nearly as big
i as when the city was re-

i designed after being devas-
i tated by an earthquake in

i 1755. But considerable

i building, renovating, and
reconstruction, including

i crucial roadworks, has

i been completed in time for
i Lisboa 94. One project has
i involved face lifting all the
i colorful facades on the so-
i called “Seventh Hill,”

i which houses an amazing
variety of bars, restaurants,
i and discotheques.

Events, which began at

i the end of February, include
i awide range of exhibitions,
i cinema and video perfor-
mances, theater and dance

i productions, classical and
popular concerts, as well as
i seminars on literature and

i philosophy. Former Finance
i Minister Vitor Constancio,

i who is managing Lisboa 94
i with a budget of some $45

i million, says a vital element
i of the celebrations is to
bring events, performances,
i and exhibitions to Portugal
i that would otherwise be too
i expensive to attract. But

i there are also a number of

i highly interesting Por-
tuguese productions. The

i archeological exhibition

i “Subterranean Lisbon” is

i providing a fascinating in-

i sight into the history of the
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capital, from its prehistoric

i roots until the present day,

i including Roman, Phoeni-

i cian, Celtic, and Arab influ-
¢ ences. Lisboa 94 coincides
with the twentieth anniver-

i sary of the fall of the ex-

{ treme right-wing dictator-

¢ ship on April 25, 1974, and

i the exhibition “The Color of
i the Revolution” will provide
i awelcome review of posters
i and reproductions of murals
i from the period. Portuguese
i artis also on display and in
the moving pictures depart-
i ment, three Portuguese di-
rectors have been commis-

i sioned to make films about

i Lisbon. Portugal is well

i known for its melancholic,

i yearning music, the fado,

i and this year sees the publi-
i cation of the first scientific

i research project into this
musical style, accompanied
i by a book and a double com-
i pact disc. The scope of

i events has been widened to
i include the former Por-

i tuguese colonies and one ex-
i hibition features Angolan

i sculptures.

i Inacountry with a rela-

i tively weak economy and

i therefore limited buying

i power, culture is not neces-
i sarily the first commodity

i the Portuguese spend

i money on. That is why, says
¢ Vitor Constancio, prices are
being kept lower than usual,
i in an effort to democratize

i culture.

i Tourist information is

i available from the Portu-

i guese National Tourist Of-

i fice, 590 Fifth Avenue, 4th

i Floor, New York, NY 10036-
{4704, tel: (212) 354 4403; or
i the Portuguese Trade and

i Tourist Office, 1900 L Street,
i Suite 310, Washington, DC

i 20036, tel: (202) 331 8222.

i Travel agents offering pack-
age tours taking in Lisboa 94
i include Portuguese operator
i Abreu at 317 East 34th

i Street, New York, NY 10016,
i tel: (212) 661 0555, fax:

i (212) 286 0977.

i —Peter Miles

. FLEXIBLE WORKING
- CONDITIONS

ccording to the Federal
Statistics Office and the

Economics Ministry, Ger-

{ many’s worst recession

i since the end of World War
i I has bottomed out. The

i gross domestic product

(GDP) declined in 1993 by

1.3 percent, down from a

i growth rate of 2.1 percent in
i 1992. While the Minister of
Economics, Giinter Rexrodt,
i discerns “a slight recovery

i in the second half of 1993,
i the President of the Federal
i Statistics Office, Hans Giin-
¢ ther Merk, speaks of a
“standstill of recessive

i trends.” In each of the sec-

i ond and third quarters of

i 1993, western Germany’s

i GDP grew by 0.5 percent

i after a 3.4 percent drop in

i the first quarter. But in the

i final three months of last

i year, the GDP showed no

i growth and was 0.7 percent
i lower than in the compara-

i ble part of 1992.

A silver lining on the

i horizon is the economic re-
i covery in former East Ger-

i many. In 1993 the GDP, up

i 10.1 percent, grew not only

i in volume, but also in qual-

i ity. “The increased growth

i was accomplished by a

i smaller work force than in

i 1992, and this means that

i productivity has also in-

i creased,” says Merk. He ex-
i pects considerable growth

i potential and free capacities
i in eastern Germany.

But the real blemish on

economic performance is un-
i employment, revealing a

i deep structural problem.

i Rexrodt recently said Ger-
many could look forward to

i growth in 1994 of between
0.5 percent and 1 percent.

¢ This will not suffice to re-
verse companies’ programs

i of labor shedding. There are
¢ 2.5 million registered unem-

ployed in western Germany.

i In eastern Germany, the

i number is 1.2 million, ex-

i cluding workers in jobs sub-
i sidized by public funds. Un-
i employment is thus likely to
i rise further in Western Ger-
i many while in Eastern Ger-
i many unemployment seems
i to be stabilizing.

Many leading German en-

terprises had to cut staffin
i order to reduce costs and im-
i prove productivity, but other
i unconventional models of
cost-saving labor deals have :
i been implemented. The most
i spectacular is that of Volk-
i swagen. Starting in January,
i Volkswagen, Europe’s big-

i gest volume car maker, in-
troduced a four day working
i week of 28.8 hours in its six
German plants, thus cutting
i its wages bill by around 20

i percent. Under the influence
i of the worst recession and

i the shadow of threats of

¢ mass redundancies, the pow-
i erful trade union, IG Metall, i
i has accepted the deal for two
i years, thus saving 30,000 :
i jobs.

Another example of Ger-

{ man trade unions becoming
i increasingly amenable to

¢ flexible working practices is
i Robert Bosch’s new semi-

i conductor facility at Reutlin-
i gen. The German unions :
i overcame their ingrained op-
i position to weekend working
i in order to secure 300 jobs. i
i The new plant is run round-
i the-clock, seven days a

i week—an unheard of prac-
¢ tice in German industry.

At the BMW plant in Re-

gensburg, Bavaria, some :
i 5,000 people work according
! to a new sophisticated sys- !
i tem of 36 hours a week. In-
i stead of the conventional

i eight hour shift, workers

¢ put in nine hours and have

i one or two days off per

i week. Every three weeks

i the BMW workers can take
i five days off. But they

i must—also in every third

i week—work on Saturday. {
{ When the new model was in-
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i troduced, trade unions and

i some employees opposed it
i vehemently. “If we wanted

i to abolish the new regula-

i tion now, we would risk a

i revolution in the plant,” says
i Manager Dieter Handel.

i While the machines are run-
ning 99 hours a week, in-

i stead of the conventional 80
hours, increasing productiv-
i ity and cutting costs, the

i workers have discovered

i the benefits of time off on

i weekdays.

By threatening to build a
i new factory outside Ger-

i many for its projected A
Class mini car, Mercedes

i wrung concessions on oper-
i ating economies from

i unions which Chief Execu-

i tive Helmut Werner esti-

i mates at $115.8 million. The
i A Class will be built at Ras-

! tatt and safeguard 3,000

i jobs.
Last January, western

i German chemical workers
accepted real wage cuts in

i return for more job security.
i With 3.7 million jobless and
i afurther 700,000 jobs in

i jeopardy, pay cuts may be a

GAPITRLS

i necessary weapon to combat
i mass unemployment.

—Wanda Menke-Gliickert

i recording stars as Frank Sina-
i tra, Guns ‘N’ Roses, and Glo-
¢ ria Estefan on the Spanish hit

MADRID

_ CHANTS TOP CHARTS

group of Benedictine
monks has bested such

i nal number in Spain, earning
i the brothers one gold and
i two platinum discs.

Titled The Best of Grego-

i rian Chants, the double com-
¢ pact disc boasts 38 of the reli-
gious numbers, some of

i which date back as far as the !
i 7th century and were first col- :
lected under Pope Gregory :

(590-604 AD), from which

the songs take their name.

According to news re-

i ports, research by EMI, the
i company which released the
i recording, indicates that

i around 60 percent of those

i buying the chants are young
i people between 16 and 25

i years old.

And although sales of reli-

gious recordings always grow
i around Christmas, this is the

first time that anyone in the

i Spanish recording industry
i can remember such a release

i “having legs” well beyond the

parade with a compact disc of
ancient Gregorian chants that
has gone to number one.

The recording sold some
260,000 copies in the four
weeks following its release in
mid-December, a phenome-

i holidays and garnering so
i much interest from such a
i young audience.

“We can't keep it in stock,”

says the manager of the clas-
sical record department of :
i one Madrid department store.

- NEWSMAKERS

There is nothing new
about celebrities who
enjoy their wine, but
these days more and
more of them are busy
filling bottles instead of
emptying them. A sur-
prising number of fa-
mous names have be-
come wine growers, posing
for photographs with their
nose buried in a glass of their
latest vintage.

Prominent among them is
the French screen giant,
Gérard Depardieu, an acknowl-
edged lover of the grape.
Other, less likely vintners in-
clude Danish Queen Mar-
garethe and Prince Hendrik,
former French soccer star
Jean Tigana, and film director
i Francis Ford Coppola.

i When the German food and
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Francis Ford Coppola

i wine magazine Der Fein-

schmecker set up a blind tasting
of some of these “celebrity
wines,” the reviews were not
encouraging. Depardieu’s 1992
vintage was said to taste like
rotten apples. German fashion

czar Rudolph Mognammer’s 1990 :

premier cru was “salty, musty,
and dirty.” Italian singers Al
Bano and Romina Powers pro-
duced a 1992 wine that was
“acidic, empty, and absolutely

disharmonious.”

Not only are wine
connoisseurs highly
critical of newcomers;
they are also blatantly
chauvinistic. The
voluptuous Italian ac-
tress Ornella Muti, who
is said to care as
much about her vine-
yard as her film ca-
reer, has been warned not to
put her name on the label if
she wants her wine to be
taken seriously.

[ N )

Prime Minister Edouard
Balladur is popular enough to
have been declared the run-
ner-up, but the most beloved
man in France in 1993 was an
81 year old abbot. Abbé Pierre,
who has dedicated the past
40 years to helping the hun-
gry, homeless, and poor, is
regularly elected “Man of the

i Year” by the French public. :
¢ Known as The Abbé¢, Pierreis !

a feisty warrior who fought in

i the Resistance and spent six
i years in politics after the war.
i In 1949 he founded the Em-

maus charity group—a net-
work of communes providing
work and food for the needy
that is now one of the world’s
largest organizations of its
kind, present in 35 countries.
His real fame came during
the bitter winter of 1954, when
homeless people were freez-
ing to death and the govern-
ment did little. The Abbé
launched an impassioned mid-

i night appeal on the radio
¢ which roused the public to an

“insurrection of goodwill.”
People donated thousands of
blankets and hundreds of
tents and stoves. Just days
later the French Parliament al- :
located housing credits 10




i “The compact discs just walk
i out by themselves.”

In just four weeks, the

i record had sales of over $2

i million and that was just in

i Spain.
i The monks of Santo

i Domingo de Silos made the

i recording live in a monastery
i located about 120 miles north
i of Madrid. Although they are
reportedly happy about the

i sales of their disc (they stand
! to make as much as 10 per-

i cent in royalties), they are

i proving decidedly reluctant

i to bask in the limelight and

i fame which success has

i brought them.

i Journalists trying to inter-
¢ view the monks are politely,
but firmly, turned away and

i one of the brothers fielding

i telephone queries asks re-

i porters to leave them be.

i Butit seems their prob-

i lems with the press may be

i just beginning. EMI is plan-

i ning to market The Best of
Gregorian Chants internation-
i ally and the release of a Best
of Gregorian Chants I is al-

i ready being talked about.

i —Benjamin Jones
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_ CREATING JOBS

he impressive service sec-
tor growth in the United

i States is the envy of all mem-
i ber states of the European

i Union. The Danish govern-

i ment hopes to emulate this

i success by creating 8,000

i new jobs by subsidizing do-
mestic services in private

i homes. About $150 million
has been earmarked for this
i purpose, and the subsidy is

i about $10 per hour, which is
i virtually the same as the min-
i imum contractual wage for

i unskilled labor.

The government candidly

i admits that the objective is to
i whitewash black market jobs
i by making new, tax-paying
entrepreneurs price competi-
i tive. Critics doubt that this

i will be possible, and even if it
i is, no new jobs will be cre-

i ated, as losses of black mar-

i ket jobs will match any suc-

i cess for the new low cost

i entrepreneurs, whom the

i government is counting on to

make the scheme work. Es-

i tablished professional clean-
i ing services have overheads
i too large to compete, and

i they are demanding a much
i larger subsidy if they are to

i enter this market.

This is an election year

and the Danish government

i has promised not only to

i break the upward trend in the
i unemployment curve, but to

i engineer a drop of 20,000 in
the unemployment figure,

i leaving a still hefty 340,000

i people unemployed, some-

i what more than 11 percent of
i the work force. Though the

i Danish economic growth rate
i is expected to be above the

i European average this year,
no one believes it will create

i the necessary jobs, so the

i government has every politi-
i cal incentive to take action.
The results will be crucial for
i the timing of the election,

i which is constitutionally
called for by December.

Apart from domestic ser-

i vices, the government is pin-
ning its hopes on job rotation,
i stressing the wider distribu-
i tion of existing work, rather

i than the creation of new jobs.
Danes in jobs are to be moti-
i vated to take leave to look
after children, to seek voca-

i tional training, to take a sab-

i batical, i.e. tour the world, or
i simply to do nothing for a

i year. Those who seek train- |
i ing will receive full unemploy-
i ment benefits (about $1,600a
i month), while those who look
i after their children, or do :
nothing, can draw 80 percent
of this amount.

The government hopes

i that between 20,000-25,000
jobs will be created by this ini-
! tiative. Parental leave hasto !
be granted by the employer,
i but the person on leave does
not have to be replaced.

i Leaves for job training and :
the sabbatical require consen-
i sus among employer and em-
i ployee, and hiring a replace-

i ment is mandatory. Parental

i leave was an instant success,
i but in times of high unem-

i ployment people are wary

i about leaving their jobs fora !
i year, and employers complain
i thatitis costly to provide tem-
i porary personnel with the :
i often specialized skills re-

i times larger than the ones re-
jected the month before.
: In spite of his age and
i poor health Abbé Pierre is
still fighting on today. His lat-
est crusade is an international
drive to help excluded young
people find a place in society.
The new association he has
created, “Appeal for the
Struggle of Abbé Pierre,”
plans to recruit hundreds of
volunteer social workers, doc-
tors, teachers, and psycholo-
gists to break what he calls
“the vicious circle of exclu-
sion-delinquency-violence” in
the ghettos and slums of
France, Eastern Europe, the
i United States, and South
America.
o000

One of mankind’s fondest
dreams, the possibility of
traveling through time, was
i severely dented two years

ago when Stephen Hawking,
the UK’s top physicist, pub-
lished his bestseller A Brief
History of Time. Hawking ar-
gued that human beings or
spaceships, which are posi-
tive matter, could never travel
back in time through a black
hole because it only allows
negative energy to travel
through it.

But now some eminent
scientists are questioning
Hawking’s conclusions. Dr.
Amos Ori in Israel has resur-

i rected the theory that black

holes could indeed be used
as gateways through time. He
says he has exposed flaws in
Hawking’s argument by cal-
culating a theoretical time
travel model that appears to
work. Other physicists, in-
cluding Dr. David Deutsch
from Oxford, are impressed

i by Ori’s theory and believe

that time travel will be shown
to be possible—in theory—
over the next few years. “But
will we ever be able to build a
time machine?” wonders
Deutsch. “That is an enor-
mous next step.”
o0

When Italy’s most power-
ful media magnate Silvio
Berlusconi announced that he
was entering politics, the
news was not greeted with
unconfined joy. His holding
company, Fininvest, the coun-
try’s third-largest industrial
group with hefty interests in
broadcasting and publishing,
packs a considerable punch.
There is concern in journalis-
tic circles that Berlusconi
may try to manipulate the po-
litical tone of his newspapers
to help him win the Italian
premiership.

One man who has decided

not to play along with Berlus-
coni’s political plans is Indro
Montanelli, 84, one of the
most respected editors in
Italy. He has resigned from
the Berlusconi-owned Il Gior-

i nale newspaper, which he

i founded in 1974, in order to

! launch a rival independent

i daily, La Voce, which hits the
i newsstands this month.

Throughout his distin-

i guished career, which has in-
i cluded stints as a crime re-
porter and international war

i correspondent, Montanelli

has always fought fiercely for
editorial independence. La
Voce, he says, will give him

: “the opportunity to break
i away from newspapers

owned by big industrialists :
and to head a daily which rep-
resents the voice of the peo- i
ple and small businesses.”
—Ester Laushway
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i quired. Business productivity
i and competitiveness may suf-
i fer as a result, they say.
Opinion polls still predict a
i change of government, and

i the opposition Liberal Party,

i led by former Foreign Minis-
i ter Uffe Ellemann-Jensen,

i may become the largest party
i at the June elections for the

i European Parliament. Per-
haps a portent of things to

i come. But if the government
led by Social Democratic

i Prime Minister Poul Nyrup
Rasmussen can deliver the

i promised jobs, however cre-

i ated, it will be an open race.

: —Leif Beck Fallesen

_ RAIDERS OF THE
 LOST SUBWAY

For the next few months, a
room in a first-class hotel
i overlooking Syntagma
Square in Athens will offer a

i bird’s-eye view of a unique ar-
i chaeological attraction.

i Not only is the $2.1 billion
i Athens subway extension one
i of the biggest transportation
projects underway in Europe
i at present, it also includes the
largest archaeological excava-
i tion ever undertaken in the
city that set the cultural pace
i in classical Greece.

i Olympic Metro, the

¢ French and German-led con-
i sortium building two new

i subway lines through the city
i center, decided that the best

i way of reducing delays

i caused by ancient remains

i was to make archaeological
excavation an integral part of
i the project.

i The consortium agreed

i with the Culture Ministry on

i giving the state archaeologi-

i cal service full access to sites
i unearthed along the 18 kilo-

i meter length of the exten-
sion. The archaeologists also
i get financial backing and lo-
gistical support for their digs.
The result has been a level
i of cooperation rarely found be-
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i tween contractors and archae-
i ologists. The Culture Ministry
i team came up with predictive
models of what lay along the

i new subway routes based on i
{ finds from a century of digging
i around Athens and the writ- i
: ings of ancient authors.

Cemeteries, shrines, gar-

i dens, and schools dating :
i from classical to Roman times i
i were located close to station
i sites. By the time the excava-
i tions are over, about 60,000

i square meters will have been
i combed for finds.

Five station sites were

identified as archaeological

i “high-risk” zones where exca-
vators were given every facil-

¢ ity to explore. In Syntagma

i Square, they unearthed both a
i Roman bath and traces of

i what was probably the build-

i ing where Aristotle taught phi-
i losophy in the 4th century BC.

Not surprisingly, the dis-

i coveries have already put the
i project—due for completion

i in late 1997—about six

¢ months behind schedule. A

i wealth of finds at the site of

i the Keramikos station, next-
¢ door to a cemetery for well

i heeled ancient Athenians,

i prompted the contractors to

i change their plans.

Instead of starting tunnel-

i ing operations there, a giant
tunnel-boring machine was

i assembled at the other end of
the route, giving the excava-
i tors an extra six months to

i finish digging.

Tunneling is carried out at

i an average depth of 60 feet,

i well below the archaeological
i levels. Seven of the 21 sta-

i tions are being constructed
underground to avoid dis-

i turbing ruins close to the

i surface.

Once completed, the exca-

i vations will not be covered up
i and forgotten. The Athens
subway is intended to become
i amuseum in its own right.

i Many of the finds will go on

i display in “mini-museums” to
i be located inside the stations,
i while the showpiece station

! beneath Syntagma Square,

i where the two new subway

i lines will cross, is to be de-

i signed around the architec-
tural remains recovered there.

¢ in the 1950s in the United

i States will find a permanent
i home at the Chateau Clervaux
i in Luxembourg when the

i building reopens in May fol-
lowing extensive renovations.

i Man,” the collection of about
i 500 black and white pho-

i tographs from 68 countries

i was selected in 1955 by Ed-

i ward Steichen (1879-1973), a
i celebrated photographer

i from Luxembourg and a

i friend of photographer Alfred
i Steiglitz and writer Virginia

i Woolf. During his tenure as
curator of the photography

i department at the Modern

i Museum of Art in New York,
i Steichen mounted the ex-

i hibit, which he hoped would
i show a broad range of life’s

i experiences during the

i golden age of photography

i and photo magazines.

Family of Man” collection.

—Kerin Hope

world famous exhibit of
photographs first staged

Titled “The Family of

Contributions from leg-

endary photographers such

Chateaux Clervaux is the new home of Edward Steichen’s “The

: as Henri Cartier-Bresson, Al-
i fred Eisenstaedt, and Ansel

i Adams were displayed

i among those of amateurs.

i More than 9 million visitors

¢ in New York and in major

- FAMILY PHOTOS OF MAN

being content and sad. The
i catalog sold more than 3 mil-
lion copies.

cities in 37 different countries
were drawn to the photos of
joy, the family, comedy, grow- :
ing old, enjoying leisure, and

“The Family of Man’ is, I
believe, the most ambitious

i challenge that photography

i has ever mounted,” Steichen
i said then. “Photographic art

i is able to give form to ideas

i and explain Man to Man. The
i exhibit has been conceived

i like a mirror of universal ele-
i ments and daily emotions, a

i mirror of identities essential

i to understanding human

i character. We have searched
i and selected photographs

i taken in all parts of the world
i and covered all moments of

i existing, from birth to death.”

Steichen had been a pho-

tographer for Life magazine

i during World War II and

i wanted to mount an exhibit

i that would show other sides

i of man besides wartime de-

i struction. His selections were
winnowed from more than 3

i million submissions.

The photographs are rich



i with surprises and unique-
ness, which ensures their

i memorability. An aging tenor
prepares in his underwear in
i his stage room for a perfor-

i mance. A pregnant woman

i naps with a ponderous cat

i perched before her stomach.
¢ Dressed in bamboo coats and
i wide-brim hats, workers

i gather tea leaves. Four Mus-
i lim women stand or sit on the
i crest of an outlook before an
expanse of mountains. A man
i balances a block of bricks on
i aboard on his shoulders.

i After the exhibit finished

i its tour in the early 1960s, it

i was donated to the Grand

i Duchy. The exhibit was re-

i cently restored with the help
i of the granddaughter of the

i French master photographer,
i Henri Cartier-Bresson.

i The city of Toulouse in

i France exhibited the collec-

i tion during the first three

i months of 1993. The exhibit

i set records in attracting more
than 11,000 visitors. This was
i the last tour before the collec-
tion will be permanently lo-

i cated at the Chateau Clervaux.
i —James D. Spellman

. RETURN TO THE
_ COUNTRY

he weather may still be

H ‘dismal, but this is the

i month in which Mother Na-
i ture starts sending out sig-

i nals that not even this winter
i will last forever. But for hun-

i dreds of small French villages

! this could be a sadly silent

i spring. Their schools and

i shops are closing one by one,
i as ever more people join the
i steady migration from the
country to the city. It is a re-

i lentless exodus which in the
past 50 years has shrunk

i France’s rural population

i from 10 million down to 2

i million.

i To counter what has been
i labeled with prophetic gloom
i as the désertification of the
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i countryside, a growing num-

ber of small communes have

i resorted to advertising for

i new residents in the regional
i newspapers. Families, prefer-
ably large ones, are invited to
i leave the stress of urban life

i behind them and settle down
i in the picturesque tranquillity
i of a country village. The re-

i sponse to such ads has re-

i vealed a surprising number of
i French city dwellers yearning
i to get back to nature.

One such idyllic spot is

i Beuil, a hilltop hamlet to the

i north of Nice. Its last baker, a
i Belgian whom the locals de-

i scribed as a little “bizarre,”

i packed up and left seven years
i ago. Since then everyone’s

i daily baguettes had to be

¢ brought in from a neighboring
i village, and the civic-minded

i volunteer who imported them
i fed any unsold loaves to his !
i chickens. Last spring the long-

i and then place an ad offering it
rent-free for three years to the

i baker who would rescue Beuil
i from its breadless state. Of the
¢ more than 150 candidates who
i applied, the post went to a fe-

i male baker from Marseille.

i She fired up the brand new

¢ oven for the first time in Octo-

i ber, and Beuil residents can

i now go proudly forth again

with their breakfast still warm

clamped under their arm.

The 14th century village of

i St. Julien-du-Gua, in the
Ardéche mountains south of
i Lyon, has also been revived
thanks to a newspaper ad.

i With its population dwindling

over the past 50 years from

i 800 to just 200, the village
desperately needed more

i children to help keep its
school open. Last summer

i Mayor André Coste decided
i to advertise for a family to

come and settle in St. Julien.

i children has already moved
i in and three others, with 14
i children between them, also
have firm plans to make the
i village their new home.

Similar success stories can

i be told about other small vil-
i lages tucked away in the

{ French countryside. Their

i schools and churches, bak-

i eries and butcher shops are

i surviving with the help of
refugees from the cities,

i eager to return to their grass
i roots.

True, these village vignet-

! tes are exceptions to the rule
i and are no real solution to the
very serious problem of the

i decline of rural France. But
they are green shoots, and

i optimists can see them as a

i sign that the French at heart
i are all sons of the soil who

i will not let the countryside

i they love turn into a deserted
i wilderness.

suffering villagers finally con-
i vinced their town council to
i buy and renovate the bakery
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ART

: Egon Schiele

i National Gallery of Art
through May 8, 1994

i Indianapolis Museum of Art

i June 11 to August 7, 1994
San Diego Museum of Art

: August 27 to October 30, 1994

he National Gallery of Art

is the opening
venue for Egon Schiele,
i the first comprehen-
sive Schiele exhibit in
the US since 1965.
¢ Many of the more than
i 70 drawings, paintings,
and watercolors have
never before been seen
in this country, where
i Schiele, although gain-
ing in stature, is not as
well known as some of
¢ his Austrian contempo-
i raries in other fields,
such as Sigmund
Freud, Gustav Mahler,
and Ludwig Wittgen-
stein. The retrospec-
i tive covers every pe-
riod and subject of the
artist’s career, present-
ing a balanced view of
Schiele’s artistic
achievement, which is
all too often overshad-
owed by the dramatic
aspects of his brief life.

Familiarity with
Schiele’s life is essen-
tial for understanding

i school at the age of 16 due to
i poor performance, he gained
i entry to Vienna’s renowned
Academy of Fine Arts, only to
i clash with a professor and

i withdraw from the Academy
i under threats of expulsion.

i This conflict, however, did

i not hinder his artistic career.
i He caught the eye of Gustav
¢ Klimt, exhibited at the Vien-

i garnered increasing attention
i from various patrons and de-

veloped his own personal

¢ brand of Expressionism, dis-

i tinguished by a unique

i palette and a rejection of

i Klimtian influence.

By 1910, though, despite

his success (or perhaps be-
cause of it), he became dis-
i satisfied with Vienna. He

his art. From his early Egon Schiele’s Portrait of Hans Massmann, 1909.

years as the child of a
fit-prone, untreated syphilitic
until his death of influenza at
age 28, he never quite
heeded the societal strictures
of the time. Asked to leave

: nese avant-garde Kunstschau,
i and formed the Neukunst-

i gruppe (New Art Group). Fol-
lowing the group’s first ex-

i hibit in late 1909, Schiele

¢ spent the summer of 1910 in

{ Krumau (now Cesky

i Krumlov in the Czech Repub-
lic), his mother’s birthplace

i and the site of a suicide at-

i tempt by his father six years

i earlier. This town, which he

i called “the dead city,” was his
i favorite landscape subject
and was his home for part of

1911 until his unorthodox be-

¢ havior (openly conducting an
i affair, having nude models

i pose in the garden, dressing
i in caftans, not attending

i church) offended the conser-

vative townspeople,
and he and his lover,
model Valerie “Wally”
Neuzil, were forced to
relocate. They moved
to Neulengbach, an-
other small town with
a stringent moral
code.

Following an inci-
dent in which a local
child model of his ran
away from home and
sought refuge in his
house, Schiele was
jailed for 24 days on
counts of kidnapping,
statutory rape, and
public immorality. Al-
though the first two
charges were eventu-
ally dropped, the third
stuck on the premise
that minors had seen
“indecent” works in
his studio.

Upon his release in
May 1912, Schiele and
Neuzil returned to Vi-
enna, where despite
his financial troubles
Schiele’s work gained ~ :
greater recognition. By i
1913, however, his original pa-

i trons were no longer reliable,
i and his paintings did not sell
i well until 1914 when Schiele

i acquired a new patron.
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: It was during this period

i that his favorite sister and

i sometime model, Gerti, got

i married, and his thoughts

i turned to marriage. Having

i broken off his relationship

i with Wally Neuzil in order to
i court Vienna bourgeoisie

i Edith Harms, Schiele married
¢ in June 1915, three days be-

i fore being drafted and sent to
Czech Bohemia. For the rest
of World War I, Schiele re-
mained in the military, al-
though he was assigned jobs
i that allowed him to visit Vi-

i enna regularly and pursue his
art.

: By 1918, the year of

i Klimt’s death, Schiele was
back in Vienna and was gen-

i erally considered Austria’s

i leading artist. He had a sell-

i out exhibit at the Vienna Se-

i cession in March and painted
i prolifically, finally tasting fi-

i nancial success. This success
i led him to rent a larger stu-

i dio, which was difficult to

i heat during Vienna’s autumn
i fuel shortage; Edith, six

i months pregnant, fell victim

i to the Spanish flu and died on
i October 28; Schiele lasted

i three days longer.

H Schiele’s turbulent exis-
tence provided him with his
major themes: the duality of
life and death, isolation, fear,
and passion. The exhibit con-
i sists of six chronological and
thematic divisions which fa-
cilitate comparison between
the artist’s handling of similar
subjects at different times in
his career: Schiele and his

i Models, 1909-11; Portraits,

i 1909-14; Landscape and Still
i Life, 1909-18; Self and the

i Search for Meaning, 1911-15;
Relationships with Women,
1910-18; and Portraits, 1915-
18.

When discussing Schiele,
it is easy to focus entirely on
the drama of his life and the
emotion in his art, losing
sight of his talent as a drafts-
i man. Schiele was a master of
i line often compared with the
late medieval German artists
i Holbein and Diirer. He exe-
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cuted contours that were
¢ flowing or jagged, spare or

i curlicued, with equal skill.

i The importance of line ac-

i counts for the primacy of his
i watercolors and drawings

i over his oils; Schiele pro-

i duced drawings as works in
themselves, not as studies for
i paintings, and executed at

i least 10 times as many works
i on paper as on canvas. The

i drawings, with their perfec-

¢ tion and spontaneity of line,
are also more accessible to

i the general public than are
the ponderous allegorical

i oils, many of which have

i been lost, damaged, or de-

i stroyed. This exhibit reflects
i Schiele’s own

i image may be
i somewhat un-
i deserved; after

i all, what '
i teenager

IRTS@LEISURE

never clashes
with a profes-
sor? What

free-spirited 21 year old never
offends more conservative :

i older people? He may have

been a great artist, but
Schiele was still very young.

—Lauren Ptito

- BOOKS

The Downing Street Years
By Margaret Thatcher; Harper
i Collins; 862 pages; $30.

t is customary, even ac-

cepted, that most mortals,
but especially politicians, will
try to show themselves in the
best possible light when they
come to write their autobi-
ographies. But, as in every-
thing she did during her de-
termined career, Mrs.

i Margaret Thatcher carries

this convention to its
extreme.
Not to put too fine a point
on it, she was never wrong, at
least if you be-

i preferences, lieve her ver-

i consisting pri- sion of events
i marily of during her

i works on UL ncar-record 11
SR VSBNNRI 111 DOWNING STREET YEARS - (SN

i ated by paint- Prime Minis-

i ings. ter of the

i Egon United King-

i Schiele’s rebel dom. Except,

perhaps, when
she was over-
trusting of
fickle and con-
niving cabinet
colleagues
who were al-
ways disap-
pointing her when not betray-

i ing her.

She has hardly a good

word to say about any of them,
i ¢ and where she makes an ex-

: Indeed, one could say that be- i
i fore he died he became quite
i conservative, rejecting his
lover in favor of a well-bred

i wife, supporting a household,
and preparing to be a father.  :
i Although openly defiant of so- :
i cial mores and convinced of

i his artistic immunity, he re-
mained middle-class at heart.
i The Egon Schiele exhibit is a

i balanced selection of the

i artist’s work, allowing the vis-
i itor to see beyond his mythol-
i ogized life and appreciate his
i art.

ception she goes right over

i the top. Take the case of her

i beloved Cecil Parkinson, for
example. She promoted him

i as Secretary for Trade and In-
¢ dustry at a time when she

knew he was about to become

i afather by his mistress, an

! event that was shortly to lead
to his resignation. Admirable
i loyalty, perhaps, but surely a
i case of faulty judgment.

Mrs. Thatcher did not re-

i serve her contempt only for

i British politicians. World lead-
i ers whom she met—a lot,

i most of whom she outlasted—

i got the same withering treat-
i ment. A notable exception was

i President Reagan, yet here :
i again she allowed her enthusi-
i asm to cloud her judgment. ~ :
i There is no evidence of the {
i Iron Lady, an image she found :
i not only pleasing, but justified, :
i when Reagan not only invaded
¢ Grenada, a part of the British
i Commonwealth, but didn’t

i even bother to consult her,

i pleading spurious grounds of
i secrecy.

Mrs. Thatcher’s account

i of her own military adven-

i ture, the Falklands War

i against Argentina, is ac-
corded the same one-sided
i treatment as most other is-

i sues with which she deals.

i She is particularly disingenu-
ous about the withdrawal of
i unanimous support by her

i European allies within the

i then European Community,
i which was primarily trig-

i gered by the sinking of the
i Argentinian ship, the Bel-

i grano, in dubious circum-

i stances.

This was not the only oc-

i casion on which she underes-
i timated her European col- :
i leagues, although she is loath :
i to admit it. In fact, the chap-
ters dealing with her rela-

i tions with Europe are a

i chronicle of apparently

i strong Thatcher positions

i being steadily whittled away
i by perfidious foreigners :
i across the Channel. Although
i she succeeded for years in :
i delaying and disrupting the

i work of the twice yearly Eu-
ropean Council meetings of

i heads of government, as well
i as sending her ministers to

i European meetings with

i largely obstructive instruc-
i tions, she could not hold back
the inexorable tide of Euro-
i pean integration.

Apart from the intrinsic

i merits of the European unifi-

i cation ideal, the reasons for

¢ her failure were twofold: dwin-
i dling support within her own

¢ Tory party and a shift in the

{ mood of the country as a

i whole, which she failed to de-
i tect. It is not without signifi-

i cance, that with the exception




of by-elections, the only elec-
i tion she lost was the Euro-

i pean Parliament election of

i 1989, an occurrence which
she glosses over in a couple

i of lines. The reason she lost
was that the Labor Party had
i reversed its anti-European
position while the Tories

i were perceived to be anti-

i European.

i Yet, it cannot be denied

i that she managed to win

i three general elections and

i almost surpassed the prime

i ministerial longevity record

i established by Lord Liver-

i pool a century before her.

i This can be ascribed in part

i to the quality of the opposi-

i tion during her tenure, but

i that does not fully explain the
i phenomenon of Thatcherism.
i She came to power at a

i time when the United King-

i dom was in apparently termi-
nal economic decline. It was
i aperiod of political drift and
i pervasive national malaise.

i What the country needed

i was a politician of conviction
i with a clear agenda and, with
the women'’s liberation move-
¢ ment in high gear, a woman
in 10 Downing Street was all
i to the good.

i Inthe early years, Mrs.

i Thatcher delivered on her
promise and promises. She

i virtually smashed the trade

i unions, which had been a

i major contributing factor—
though not the only one—in
i the decline of British indus-

i try, and she introduced de-

i regulation and privatization
to unleash the competitive

i forces within the British

i economy. She enabled

i British industry to slim down
so that it is now in compara-
i tively good shape to trade

i successfully.

Internationally, she was

i the first Western leader to

i detect what was happening in
i the Communist Bloc and to

i embrace Gorbachev.

i But the other side of her

i legacy could tip the balance

i in the history books—the de-
i terioration of the much ad-

! her down. She
i reserves her

i most caustic

i criticism for

i Michael Hes-

i eltine, who

i challenged

i her for the

i leadership,

i and for Geof-

i frey Howe,

i whose resig-

i nation speech
to the House of Commons

i added several nails to her

i coffin, “a final act of bile and
i treachery,” according to his
i Ditter victim.
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i mired national health and

i third-level education systems;
the emasculation of local gov-
ernment; the estrangement

i from Europe; and the eco-

i nomic neglect both of large

i geographical and social

i classes of the United King-
dom has historical parallels

i with the “Two Nations” de-

i nounced by Disraeli.

In the end, like most polit-

i ical leaders, especially those
i of an autocratic bent who

i have clung on to power too

i long, Mrs. Thatcher lost

i touch with her people and, in
i turn, with her party. Yet,

i even at this remove, she can

This final chapter is the

i liveliest in the book. For the

i rest, it is deadened by a lap-

i idary prose style and an over-
i attention to the minutiae
rather than the swirl and sig-
i nificance of major events.

i While the word “Thatcher-

i ism” may endure, this book

i provides no evidence that it

i was backed by a political de-
sign any grander than getting
i one’s own way at the expense
i of those who were not “one

i ofus.”

—Peter Doyle

i The Cold War
¢ By Martin Walker; Henry Holt

i & Co.; 404 pages; $25.

he American publication
of Martin Walker’s fasci-

i nating book—it appeared be-
¢ fore Christmas in the UK—is
fortuitously timely, coming

i out as it does on the heels of
! President Clinton’s recent

i visit to Moscow and other

i stop-offs in the former Com-

{ munist Bloc. This is a book

i which should be read by all

i those who, like the President
i and his advisors, are trying

i to come to terms with the

¢ new world order.

i convince herself that it was As they contemplate the

i the party, es- confusion in
i pecially her Central and

i own cabinet MARTIN WALKER BEtceaots

i and not the rope and the
i people who let former Soviet

LOLD

Union (FSU);
the economic
chaos, the
resurgence of
ethnic and
racial rivalry,
the irreden-
tism, political
B and military

| strategists on
both sides
must be
tempted from

i time to time to reflect long-

¢ ingly on the comforting cer-
i tainties of the cold war. This
¢ book will help to fuel their

! nostalgia.

Indeed, for all the tension

i that was generated and sus-
i tained through almost half a
century of confrontation be-
i tween East and West, the

! book provides an almost en-

i dearing picture of the two su-

i perpowers, condemned to

i play out their roles in symbi-
i otic isolation from the rest of
i the world. One almost feels
sorry for them.

The cost for both in eco-

nomic terms was colossal, as
i it was also in human terms

i for the FSU. What Professor
i Paul Kennedy calls “imperial
i overstretch” was evident in

i the US as early as the

Kennedy era. There was a se- |
rious leakage of gold and the
balance of payments tripled
in a decade. Yet, despite
Khrushchev’s “we will bury

you” it was the FSU which

blinked first and ultimately
caved in.

In retrospect, the result of
the cold war may seem to
have been inevitable, but at
the time it was far from pre-
dictable, even to the most pre-
scient, at least in the West.

This was partly the fault of

politicians like Kennedy and
Eisenhower who knew there
was no missile gap, but who
nevertheless allowed a mas-
sive military build-up, espe-
cially when they could capital-
ize on the fears of the general
public following the launching
of Sputnik. The eyeball to eye-
ball standoffs over Berlin and
Cuba also provided a domes-
tic constituency in the West in
support of bolstering its
arsenal. :
How close the world came
to nuclear war over these two
tinderboxes we will probably
never know. Even as distin-
guished a cold war strategist
as the arms negotiator Paul
Nitze wrote in The Washing-
ton Post recently that we will
never be certain what has de-
terred the use of nuclear
weapons since 1945. Yet Mr.

Walker’s book gives us some

intriguing glimpses into the
nature of the delicate negoti-
ations that kept the world
from war and the personali-  :
ties involved in decisions that :
could have meant the end of
the human race.

At the height of the
Cuban crisis, when the Joint
Chiefs of Staff were still urg-
ing an invasion, Kennedy
wondered aloud to his Press
Secretary Pierre Salinger if
they realized that a mistake
could mean 200 million casu-
alties. Over in Moscow,
Khrushchev was wondering
much the same thing in front
of his gung-ho generals.
“They looked at me as
though I was out of my mind
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i or, what was worse, a

i traitor,” he recalled in his

{ memoirs.

i Another exchange be-
tween American military top
i brass has an eerie ring of Dr.
i Strangelove about it. Mr.

i Walker depicts the Chief of

i the Strategic Air Command,

i General Tommy Powers,
laughing off the possible con-
i tribution of nuclear radiation
to genetic mutations with the
i remark: “Nobody has yet

i proved to me that two heads
i are not better than one.”
And, reminiscent of George

i C. Scott, he dismissed any
suggestions of prudent re-

i straint vis-a-vis Russian civil-
i ian targets by shouting:

i “Why are you so concerned

i about saving their lives. The
i whole idea is to kill the bas-

i tards. At the end of the war,

i if there are two Americans

i and one Russian, we win.”

i According to Mr. Walker,
i Mao Tse Tung’s blithe readi-
i ness to accept the risks of nu-
i clear war stunned even his

i collaborators in the interna-

i tional communist movement.
i When, at a Moscow summit,
i the Italian Communist Party
i leader Togliatti, expressed

i concern for the fate of his

i own country in such an
event, Mao replied “But who
i told you Italy must survive?

i Three hundred million Chi-

¢ nese will be left and that will
i be enough for the human

i race to continue.”

i Although China finally or-
i ganized its own bomb, it
never became a major player
i on the nuclear stage. The
defining roles were reserved
¢ for the US and the FSU as

i the rest of the world watched
i anxiously from the wings.
The curtain came down on

i the drama with little warning
and without any consultation
¢ with the audience. America’s
i European allies were

i shocked by the Reykjavik
agreement between Reagan

¢ and Gorbachev in 1986 for a
nuclear-free world. Reagan’s
i staunchest ally, Mrs.
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i Thatcher, as well as more

i particularly Chancellor Kohl,
were aghast at the prospect

i of the exposure of Western
Europe to conventional force
i attack.

In the final analysis, the

! alacrity with which Gor-
bachev went along with these
i proposals was explained by

i the subsequent economic col-
i lapse of the FSU. Its ability
and will to mount even a con-
i ventional attack can now be

i legitimately questioned, al-

i though it cannot be dismissed
i altogether as long as eco-

i nomic and political uncer-

i tainty persist to the East.

The challenge for the

i West now

i must be to re-
i duce the

i temptation to
i recidivism in
i the Kremlin

i and else-

i where. There
i are still large
i nuclear and

i conventional
i arsenals in

i existence

i which must

i be neutral-

i ized for all

i time. Com-

i pared with
the expense of the cold war,

i the costs of copper-fastening
i democracy and restoring an

i acceptable level of individual
i prosperity in the FSU and the
i rest of the former Commu-

i nist Bloc is a price which is

i both affordable and worth

i paying.

Mr. Walker, Washington

i Bureau Chief of the UK’s

i Guardian newspaper, doesn’t
go into the post-cold war sce-
i nario in this book. But, as a
former Moscow Bureau

i Chief for his newspaper he is
i well-qualified to do so in his

! next volume.

—Peter Doyle

i Lenin’s Tomb: The Last Days of
i the Soviet Empire

By David Remnick; Random

i House; 530 pages; $25.

D avid Remnick, who cov-

ered events in Moscow

! during the final days of the
i Soviet Union for The Wash-  :
ington Post, has written an ex- i
i citing, fascinating, and fast :
i moving chronicle of “the last
i days of one of the cruelest
regimes in human history.”

Unlike Strobe Talbott and

i Michael Beschloss’ book At

i the Highest Levels: The Inside
Story of the End of the Cold :
Wayr, which chronicled events
i at the highest levels of offi- :

cialdom in
the Soviet
Union and
the United
States, Rem-
nick literally
g0es across
the vast So-
viet Union to
interview “av-
erage” citi-
zens.

Thereisa
sadness that
pervades the
book as we
hear various
dissidents
and average citizens talk

: about their grim lives, their

i suffering, and their families’

i suffering at the hands of
Stalin, and the overall absur-

i dities, distortions, and out-

i right lies they have had to en-
i dure for the last 70 years.

Lenin’s Tomb actually

i reads like a series of short

i stories, with interviews rang-
i ing from Stalin’s grandson,

i Yevgeny Djugashvili, to dissi-
i dents in the Memorial move-
i ment to striking coalminers

i and angry fishermen.

Remnick says that “the re-

turn of history to personal, in-
i tellectual, and political life

i was the start of the great re-
form of the 20th century, and
i whether Gorbachev liked it
or not, the collapse of the last
i empire on earth.” His main

thesis is that when the state
no longer dominated the
“truth” with its official lies,
the state could no longer
exist. As he put it, “When his-
tory was no longer an instru-
ment of the Party, the Party
was doomed to failure.”

The author’s brief
glimpses of Yeltsin and Gor-
bachev’s early years,
Sakharov’s heroic struggles,
and Gorbachev’s days as the
last General Secretary of the
Communist Party, as well as
the most illuminating portrait
of the August coup I have
read, all have this reviewer
agreeing with the many publi-
cations who hailed Lenin’s :
Tomb as one of the finest and
best written books of 1993.

—Robert . Guttman
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