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Daring to be the best! 

Either the East Brandenburg region, to the east of media, and using its high-quality research as a means to 
Berlin, is on its way to becoming a world leader in micro- a practical end: supporting high-tech where it exists, 
electronics, or its main golf course is going to be very re-igniting it where it once was, and kick-starting it 
crowded! where it is not. 

So certain are local authorities that the region 's cap- In joint R&D projects with over 30 companies, IHP 
ital, Frankfurt on the Oder river, is simply THE best loca- sends its experts to work on-location with customers 
tion in the world for a microelectronics investment, that for extended periods. Recently, IHP staff volunteered to 
they are making a unique offer: prove them wrong, and run a graveyard shift to retrain unemployed engineers 
you win a luxury golfing weekend, including a free in the latest technology. The institute is also experi
training session with one of Germany's top golf pros. menting with start-ups and joint ventures in which 

The bold challenge is characteristic of the confident, employees can take personal shares. In response to the 
creative marketing style the region's two-year old increasing interest its work is generating in Germany and 
Investor Center is using to attract foreign firms. Inter- abroad, IHP is extending its facilities. Construction has 
ested investors are picked up from Berlin-Tegel airport begun on a state-of-the-art clean room and a new 
by helicopter to give them a bird's-eye view of an area institute building. 
determined to be a high flyer in high technology. Martin Wilke, head of the Investor Center of East 

The red carpet treatment alone is very inviting, but 
there are other, solid business reasons that make East 
Brandenburg extremely attractive. Before the re-unifi
cation of Germany, the area 

Brandenburg, considers IHP one of the key attractions of 
the region: "The new $200 million IHP facility under 
construction in the Technology Park is a sign that 

employed 8,000 people in the 
research and production of 
semiconductor elements and 
integrated circuits. Many mem
bers of the local administration, 
including the mayor of Frank
furt himself, have worked in the 
field and know first-hand the 
special needs of the microelec
tronics industry. 

A team of 180 R&D profes
sionals, headed by the Ameri
can physicist Abbas Ourmazd, 
have combined their expertise 
to lead the Frankfurt-based IHP 
(Innovations for High Perfor
mance microelectronics) - and 
the East Brandenburg region 
with it - to world prominence. 
A publicly funded institute with 
a long-standing reputation for 
research excellence, IHP has a 
hands-on, innovative approach, 
focusing on wireless communi
cation, networking and multi-

"People, powe1~ water: that is 
what you need in the silicon 
business, and Frankfurt 
(Oder) offers them all. 
Supremely motivated skilled 
people, eager to succeed, 
highly cost-competitive, 
reliable power, and rivers 'of 
water. Plus world-class infra
structure and R&D support. 
Come, and you will get a 
warm, personal welcome. I 
know; I have experienced it 
myself." 

American physicist, 
Professor Abbas Ounnazd, 
Director of IHP ( Innovations 
f(u High Perfommnce micro
electronics) in East Brandenburg. 

Brandenburg is serious about 
re-establishing high-tech here." 

Other factors in the region's 
favor include its proximity to 
Berlin, the generous financial 
incentives offered, and the prece
dent set in Dresden (chosen by 
Siemens for its new wafer fabri
cation plant) , which has put 
Eastern Germany on the map as 
a prime development site for the 
rapidly expanding microelec
tronics industry. 

And then there is the person
al touch, in which East Branden
burg excels. Its inventive adver
tising campaign has already won 
a response from over 150 
interested companies. Martin 
Wilke and his team are ready to 
give each of them a warm wel
come, individual advice and assis
tance along every step of the 
investment process. One thing 
they are not planning to do is 
play a lot of golf! 
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Letter from the Editor 

There's no doubt that Europe's high-tech market is on the 
verge of explosive growth. The information technology and 
telecoms market alone will grow by 8.3 percent this year to 

$460 billion and by 7.9 percent to $497 billion in 1999. This is 
the first time in ten years that it is growing faster than the world 
average," writes contributing editor Bruce Barnard in his article 
"High-Tech Europe." 

Not only is Europe becoming a major player in the world 
high-tech market, but its companies are producing their own 
versions of Bill Gates as proof that they have arrived. Hasso 

Plattner, co-founder and co-chairman of German soft
ware giant SAP is one of Europe's richest men (his 20 
percent stake in SAP is valued at nearly $7 billion). 
Plattner's company offers a shining example of Eu
rope's new high-tech titans. EUROPE profiles SAP, 
newly listed on the New York Stock Exchange, and 
discusses how it and other European high-tech firms, 
such as Nokia, Ericsson, and Vodaphone, are grow
ing rapidly and competing globally. 

European regions are attempting to create their 
own Silicon Valleys. From eastern Germany to Sophia 
Antipolis in the south of France to Silicon Glen in 
Scotland, our correspondents report on high-tech re
gions expanding throughout Europe. 

SAP Co-Chairman The Schroder era has begun in Germany, but as both of our 
and CEO Hasso German contributors point out the man holding the real power 
Plattner in the new government may not be the chancellor. Carola Kaps, 

correspondent for the Frankfurter Allgemaine Zeitung, looks at 
the new "brash and self-assured Finance Minister Oskar La
fontaine" and his performance in office. 

In addition to profiling the power of Lafontaine in the new 
German government, EUROPE presents a detailed look at the 
new foreign minister, Joschka Fischer, and a history of the 
Green Party and its extraordinary rise to power as partners with 
the SPD in the new coalition government. 

Alisa Roth, a visiting fellow in Berlin, writes about the grow
ing Jewish population in Berlin and how it is transforming the 
new capital city of Germany. 

Miguel Moratinos, the EU special envoy to the Middle East 
peace process, spoke with EUROPE during the Wye River 
peace talks. He outlines the European Union's growing role in 
the Middle East. 

Ester La.ushway, our Paris correspondent, grew up in Berlin 
and describes how the nearby town of Potsdam has grown into 
a vital tourist area today. 

lionel Barber, news editor of the Financial Times in London 
and a leading expert on the euro, begins a new column called 
"Countdown to the Euro" where he will explain the ins and outs 
of Europe's new single currency. 

The EUROPE staff wishes all of our readers a Happy New 
Year. 

Robert J. Guttman 
Editor-in-Chief 
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M ichael Emerson, a fifty
eight-year-old British 

economist, is a familiar figure 
on the Brussels scene. For 
many years, he worked for 
the European Commission, at 
one time in the private office 
of Roy Jenkins, when he was 

the European Commission. 
Commissioner Erkki Liika
nen, who oversees budget is
sues, described it as "a very 
inspiring book. A major intel
lectual achievement." 

In short, its theme is that 
it is time for the European 

president of the 
Commission, and 
subsequentlyinthe 
directorate-general 
for economic af
fairs. Here he was 
the author of two 

Redra'ft'ing I 
Mapo Euro 

highly influential re
ports-one paving 
the way for the sin-
gle market, the 
other for the single 
currency. 

In 1991, he was 
sent to Moscow as 
the first ambas
sador of the Euro
pean Union to the 
Soviet Union-and 
subsequently to 
Russia. He re
turned in 1996, 
when he left the 
Commission to 
take up a senior 
academic post at 
the Center for Eco-
nomic Performance 
at the London School of Eco
nomics. This year he re
turned to Brussels as a senior 
research fellow at the Center 
for Economic Policy Studies. 

In October, he published a 
highly impressive book, 
which within a few days of its 
appearance had an electrify
ing effect on Brussels opin
ion. Released in London by 
the Macmillan Press and in 
New York by the St. Martin's 
Press, Redrawing the Map of 
Europe was immediately 
sought out by members of 
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Union to think big. Its lead
ers need to see the entire Eu
ropean continent and its con
tiguous regions as a 
pan-European whole, rather 
than as a series of concentric 
circles having less and less in 
common with the core, the 
existing membership of the 
European Union. Otherwise, 
the serious risk exists that 
the EU's "cosmos" (or center 
of stability) will be sur
rounded by a disintegrating 
area of "chaos" to its east and 
south. 

This area of potential 
chaos comprises three over
lapping regions-the north 
(Russia, Ukraine, Belarus), 
the southeast (the Balkans 
and Turkey), and the 
Mediterranean countries on 
its eastern and southern 

shores (currently 
part of the 
Barcelona partner-
ship process). 
Emerson believes 
that their situa
tion-and the 
EU's-could be 
greatly improved 
if, as a first step, 
they were all to be 
offered the 
prospect of mem
bership of a much 
wider free trade 
area, with a firm 
timetable for trade 
barriers to be re
moved as each in
dividual partner 
was ready for it. 
This all-European 
free trade area, 
which would ab
sorb the rump of 
EFfA, would even
tually graduate 
into an all-Euro-

pean economic area (a single 
market). 

Alongside this, the Euro
pean Union should take a 
much greater responsibility 
for strategic initiatives within 
this wider area and should 
extend monetary cooperation 
and investment initiatives
for example, the Trans-Euro
pean Networks-beyond the 
existing boundaries of the 
Union and its candidate 
members. 

It is difficult to overesti
mate the importance of his 

book. It is based on a deep 
understanding of the histori
cal, geographical, economic, 
cultural, and religious roots 
of modem Europe and the 
sources both of conflict and 
integration. He believes 
that the present configura
tion of both interlocking and 
rival organizations to which 
European nations and their 
neighbors belong-he lists 
eighteen different combina
tions-should be greatly 
simplified. He also argues 
that the EU should take 
the lead role in proposing 
a more straightforward, 
coherent, and comprehen
sive pattern for the new 
millennium. 

The next two years 
should provide an ideal op
portunity for redrawing the 
map, he argues. In 1999, a 
new European Parliament 
will be elected, and it will also 
be the fiftieth anniversary of 
the Council of Europe, which 
has the most comprehensive 
membership and which, 
Emerson believes, is under
valued. The Helsinki EU sum
mit in December 1999 will be 
an excellent occasion for pro
ducing a fresh agenda for a 
wider European order, thus 
giving a firm mandate to the 
new European Commission 
that takes over in January 
2000. 

Emerson's farsighted but 
practical ideas are further 
developed on a Web site 
(www.nirvanet.com/ en 
and select Europe from the 
"Understand" menu) from 
which a fascinating series of 
twenty-four colored maps 
illustrating his thesis may 
be downloaded. 

-Dick Leonard 



RHINE-RUHR PORT 

continental transport chains. 

Situated in the heart of 

Europe's largest industry and 

consumer market with 15 mill. 

customers in a 50 km radius 

and close to other European 

key markets. Full-service solu

tions also for high sophisticated 

goods distribution. Handling 

of high quality steel products 

to brand-consumer articles -

the port offers a comprehensive range of facilities for 

nearly all specifications. 

DistriPort Duisburg -always the right decision. 

INFORMATION: p.a.d Port Agency Duisburg Rhein-Ruhr GmbH · lm Freihafen 4 · D-47138 Duisburg 
Phone: ++49 (0) 2 03-8 00 98-0 · Fax: ++49 (0) 2 03-8 00 98 30 · e-mail: pad@mail.duisburg-ports.de 



TOY STORY 

S aturday morning televi
sion used to be an adver

tising nirvana for toy makers. 
Children entranced by their 
favorite cartoons were inun
dated with ads for the latest 
doll or action figure. Thanks 
to cable, cartoons are on 
at all hours, and today's 
kids might spend their 
Saturdays surfing the 
Internet instead. Toy 
manufacturers have 
also moved to the 
Web so they can 
help ensure their 
newest product 
makes Christmas 
wish lists around the 
globe. 

Several of Europe's 
largest toy makers have 
come up with colorful 
sites that aim to inform 
and entertain. The 
Swedish toy company 
Brio features its popular 
wooden train sets on its Web 
site (www.brio.se). Visitors 
to the site can find pictures of 
the interchangeable engines, 
tracks, bridges, and tunnels 
that have become a staple of 
preschool-age childhood over 
the past forty years. Brio also 
takes Web visitors on a tour 
of its Lekoseum, or toy mu
seum, in Osby, Sweden. The 
fifteen-year-old museum fea
tures displays of classic toys, 
a re-creation of Santa's work
shop, and an area for hands
on play with plenty of train 
sets. 

Playmobil (www.play 
mobil. com), a twenty-year
old German company that 
specializes in figures and 
theme play sets, has a fairly 
straightforward Web site 
highlighting its simple one
two-three sets for toddlers as 
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well as its elaborate doll
houses, farmhouses, or pirate 
ships for older children. On 
the practical side, parents can 
find out where the toys are 
sold and where to write if 
parts get lost. The site also 
aims to attract kids with a few 
games and puzzles to print 

out. 

UK-based 
Tomy goes a step further in 
gearing its Web site 
(www.tomy.co.uk) to chil
dren. Animated sound and 
pictures feature Thomas the 
Tank and other To my charac
ters moving across a portion 
of the screen. The site's menu 
is a musical keyboard that 
kids can use to play a few one
octave tunes. And there are 
desktop patterns to download 
as well as coloring pages to 
print. Unfortunately part of 
the "fun" section of the site is 
a contest only open to British 
residents. 

Kids would undoubtedly 
give highest marks to the 
Web site for Lego, the most 
well-known of the European 
toy makers. Not only does 
the site (www.lego.com) de
scribe Lego building prod
ucts-from the simple Duplo 
to more sophisticated Futur
istic World and Technic 

World-but it also includes 
several games, screen savers, 
coloring sheets, and other ac
tivities. Kids can join a Web 
club that features a personal
ized home page and e-mails 
about new toys and events. 
Lego fanatics can take virtual 
tours of three I.e go land 
theme parks, one of which is 
slated to open in California 
this spring. 

None of these companies 
delves into the retail end of 
the business on its Web site. 
For those who want to buy on 
line, one of the best sources 
for comparison shopping is 
Toyzone (www.toyzone.co. 
uk). This British site provides 
a list of on-line toy stores, 
many of which are based in 
the United States. It also 
breaks down toys into a dozen 
categories and provides links 
to any related Web sites. A toy 
of the week feature and gift 
ideas for children age one to 
ten round out the site. Toy
zone's design is a bit jumbled, 
and its type is too small. But 
those deficiencies make credi
ble Toyzone's claim that it 
lists any toy-related link for 
free, even if the company 
won't pay to advertise. 

SITE OF THE MONTH: 
VIRTUAL CARD SHOP 

That mid-December rush 
to the post office to pur

chase holiday stamps and en
sure timely delivery of hand
written seasonal greetings 
soon may be a thing of the 
past. Greeting cards have 
moved into cyberspace with 
dozens of companies offering 
virtual cards for any occasion. 

Those with friends over
seas and foreign-language 
speakers will enjoy the Virtual 

Card Shop (www.bizshoppe. 
com/ cardshop.html). Visi
tors choose from twenty lan
guages and are given direc
tions in that language on how 
to create a card. The first step 
is to select a picture. Half a 
dozen examples of art work 
are on the page, but the Card 
Shop has links to hundreds of 
other images for Christmas, 
Hanukkah, New Year's, birth
days, and other occasions. 
Visitors also can upload an 
image from their own comput
ers. After typing in the name 
and e-mail address of the re
cipient, users are asked to 

write a message and then 
choose a header for the card, 
background and text colors, 
and musical accompaniment. 
After a preview of the final 
product, any feature of the 
card can be changed before 
sending it. 

Recipients do not receive 
the virtual card, but they get 
a message that includes a 
Web address and code 
needed to access the card. It 
stays on the Card Shop's 
server for two weeks, after 
which it will disappear. The 
virtual holiday card may be 
unthinkable to those who 
painstakingly write messages 
each year to friends and rela
tives, but those who think it a 
chore can save a bit of time 
and postage. 

-Christina Barron 
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Bringing the Wlrld to Europe 
lobal market forces are uniting the world. 
Due to the ever-increasing globalization 
of trade and commerce, market struc
tures and dimensions are changing. In 
Europe, growing economic and political 

unification, accompanied by the introduction of a stan
dard currency, are creating the world's largest produc
tion and trade market. 

To tap the potential of this vast market and also gain 
access to internal European markets from one efficient 
location, it is becoming vitally important for non-Euro
pean companies to be present in Europe. 

This is where the Port of Duisburg plays a central 
role . Located where the Ruhr river flows into the Rhine 
- Europe 's most important waterway- the Port of 
Duisburg is the geographical and logistical focal 
point of Europe's largest industrial region, with more 
than 15 million consumers in a 32-mile radius. As the 
world's largest inland port, which is also a seaport and 
a freeport , Duisburg is uniquely placed to link the 
markets of the world. 

Whereas famous seaports such as Rotterdam, 
Antwerp, Bremen or Hamburg are increasingly depen
dant on large distribution centers in the hinterland to 
help them handle the growing number of containers 
they receive, Duisburg is a universal port, at the junc
tion of major water, rail and road transport modes. In 
addition, it offers a comprehensive range of services for 
the storage, processing and distribution of all types of 
goods, making it the ideal location for accessing and 
developing European markets. 

Rhine-Ruhr Port Duisburg is, in effect, several ports, 
rolled into one: 
• BulkPort Duisburg - for bulk goods, the extensive 

range of services includes large-volume terminals for 
shipping coal and ore, tank fields for liquid goods 
such as chemicals and mineral oil products, spe
cialized storage and treatment facilities for alloys. 

• CombiPort Duisburg - water, rail and road transport 
modes can be selected and combined in the most 
favorable form, thanks to three high-performance 
container terminals, including a station for com
bined cargo transport, with daily connections to all 
major European economic centers. 

• SeaPort Duisburg - because it is that rarity, an 
inland seaport- some 2,000 sea/river ships call at 

Duisburg every year and link it directly to approxi
mately 100 other ports in Europe and NorthernMrica. 

• DistriPort Duisburg - seven specialized halls pro
jecting out over the water for the handling of mois
ture-sensitive goods, regardless of the weather, plus 
sophisticated distribution facilities ensure that prod
ucts of all kinds are stored, processed, packaged and 
dispatched with maximum efficiency to customers 
throughout Europe. 

• FreePort Duisburg - for importing high-value goods, 
the advantages of a tax-free zone located at the heart 
of the Rhine-Ruhr district are obvious, and are com
plemented by a range of services that includes ware
housing, consigning and value-added processing. 

Its versatility and unrivalled location make the Port 
of Duisburg an excellent site for international investors 
wishing to establish their company at the center of the 
European marketplace. Large tracts of land in prime posi
tions are available and can be tailored to the wishes and 
needs of incoming investors. 

The Port Agency of Duisburg is on hand to assist 
companies, free of charge, with establishing themselves 
on the European marketplace. It operates as a neutral 
agency, which places its expert market knowledge at the 
disposal of all interested investors and puts them in 
touch with the right contacts so that their plans can be 
put into action as swiftly as possible . 

THE PORT OF DUISBURG WELCOMES THE WORLD; 
IT IS READY TO WELCOME YOU 

For further information, please contact: 
Port Agency Duisburg Rhein-Ruhr Gmbh 

Im Freihafen 4 
D- 47138 Duisburg Germany 

Tel: +49 203 800 980 Fax: +49 203 800 9830 
e-mail: HYPERLINK mailto:pad@mail.duisburg-ports.de 



The first of a series of columns 
that will report on the imple
mentation of the euro. 

0 n January 1, 1999, eleven 
members of the Euro

pean Union irreversibly fix 
their exchange rates, signal
ing the launch of economic 
and monetary union. It is a 
giant step into the unknown. 

The introduction of the 
single currency, the euro, 
will have two powerful and 
immediate consequences: a 
shift to a new Europe-wide 
monetary policy and the cre
ation of a single, integrated 
capital market. 

Once euro notes and coins 
become the norm-officially 
in 2002 but possibly sooner
a third consequence will 
come about: the completion 
of the European single mar
ket, with dramatic effects on 
business and finance. 

In political terms, EMU 
marks a decisive step toward 
greater pooling of national 
sovereignty, notably in 
macroeconomic decision
making. The creation of the 
European Central Bank in 
Frankfurt puts monetary pol
icy in the hands of a new 
supranational institution, end
ing the de facto hegemony of 
the Bundesbank in Germany. 

The ECB-under the 
guidance of its Dutch presi
dent, Wim Duisenberg-has 
already aggressively asserted 
the independence that is 
guaranteed under the 1992 
Maastricht Treaty, insisting 
on its rights to direct euro ex
change rate policy vis-a-vis 
the dollar and yen. 

In the new, post-EMU 
world, many observers ex
pect euro zone governments 
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to reassert a degree of politi
cal control over macroeco
nomic policy rather than al
lowing all power to remain 
in the hands of the indepen
dent professionals. This 
trend toward creating a po
litical counterweight to the 
ECB is likely to be even 
stronger now that left-wing 
governments are in control 
in France, Germany, and 
Italy. 

Achieving a sensible bal
ance of power between the 
ECB and euro zone govern
ments will be crucial to the 
stability and credibility of 
the euro, which is often 
tipped as a long-term chal
lenge to the role of the 
dollar as the world's re
serve currency. 

An immediate 
question is 
whether the 
post-EMU 
order will undo 
some of the 
uneasy com
promises 
reached at 
Maastricht. By 
far, the most 
important is the 
deal whereby 
monetary policy 
was handed over to 
the ECB, but fiscal pol-
icy remained under national 
control. 

Fiscal policy is subject to 
the rules of the German
inspired stability and growth 
pact, which provides for sanc
tions against fiscal indisci
pline. However, pressure for a 
more generous interpretation 
of the rules is already building 
up in reaction to the threat of 
global deflation. Meanwhile, 
some observers predict that a 

degree of tax harmonization 
may be necessary to counter 
excessive tax competition in 
the eu.ro zone-a theme reit
erated at the October EU 
summit in Vienna. 

In financial terms, the 
ECB's common monetary 
policy will contribute to the 
creation of a single, closely 
integrated capital market. A 
common currency will create 
a common pool of capital. 
The resulting greater liquid
ity ought to make it easier for 
private borrowers to issue 
debt and gain access to cross
border capital. 

Similar changes will take 
place in European equity 
markets. Many predict the 
emergence of a "super
league" of blue-chip Euro
pean companies. Their share 
prices will be denominated in 
euros; their tax treatment will 
be more common. 

For financial institutions, 

the new blast of competition 
is likely to herald a new wave 
of cross-border mergers. Na
tional stock markets, cur
rently numbering more than 
twenty in the EU, will consoli
date, most likely around a 
new axis dominated by the 
City of London and Frankfurt. 

In terms of the ordinary 
consumer, the introduction of 
the euro will lead to greater 
price transparency. Because 
euro notes and coins are not 
due to enter circulation until 
early 2002, retailers seem un
likely to shift their prices 
until the last moment. How
ever, once the shift does take 
place, consumers will have a 
huge incentive to hunt for 

lower costs. 
The absence of cur

rency barriers will also 
encourage con

sumers to move 
across borders, 
spurred by techno
logical innovation, 
such as purchas
ing via the Inter
net. Companies 
that fail to seize 

the opportunities 
proffered by the new 

injection of competi
tion into the single Eu

ropean market will fall by 
the wayside. 

In the last resort, EMU is 
a tremendous catalyst for 
change. It will also increase 
tensions between companies, 
between governments, and 
between organized interest 
groups. These could grow if, 
as some fear, the initial im
pact of the euro could be an 
increase rather than a decline 
in Europe's chronic levels of 
unemployment. 

-Lionel Barber 
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he September 27 election vic
tory by Gerhard Schroder and 
his coalition of Social 
Democrats (SPD) and envi
ronmental Greens marks Ger
many's first red-green govern
ment at the national level and 
the first to be composed en

tirely of left-of-center parties. The new 
government now controls a strong ma
jority of twenty-one seats in the Bun
destag, the lower chamber of parlia
ment, to go with the SPD's existing 
control of the Bundesrat (the upper 
chamber). 

Before the elections, the Kohl gov
ernment had failed to pass an extensive 
package of reforms because of SPD's 
control of the Bundesrat. Since 
Schroder's government faces no such 
legislative obstacles, it is expected to 
pass its own reform program that will 
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first target Germany's record 10 per
cent unemployment. 

Schroder's cabinet consists of fif
teen ministerial posts (one less than 
Kohl's) of which three are held by the 
Greens (foreign ministry, environ
ment, and health). Schroder promised 
in his election campaign that he would 
not change everything inherited from 
Helmut Kohl's center-right govern
ment. Rather, he promised that he 
would "do it better" and that there 
would be more social justice. However, 
the fifty-page, red-green coalition pro
gram suggests that the changes may 
prove to be less effective than ex
pected. In particular, the proposed tax 
plans have upset the corporate sector. 
Small and medium-sized business own
ers are especially upset and claim that 
the plans, if implemented, would kill 
jobs and frighten investors. 

Political analysts say the tax plans 
bear the stamp of Oskar Lafontaine, the 
SPD's party leader and Schroder's fi
nance minister. Indeed, many see La
fontaine as the government's behind
the-scenes powerbroker. His stocky 
stature and authoritarian approach to 
running his small home state of Saar
land earned him the nickname the 
"Napoleon of the Saar." 

Lafontaine has been a popular and 
controversial figure throughout the 
decade. He has survived an assassina
tion attempt, a devastating election de
feat to Kohl in 1990 (in which the SPD 
secured its lowest share of the vote 
since 1957), a scandal over his pension, 
and media attacks on his "champagne 
socialism" lifestyle. In 1995, his bril
liant oratory led a large majority of del
egates at the SPD party congress in 
Mannheim to dump their weak leader, 



Rudolf Scharping, and elect their own. However, after the election, 
him party leader. In doing so, he suddenly backed out, complaining 
Lafontaine outmaneuvered that "the modernizers" in the SPD, 
the ambitious Gerhard such as Schroder and his adviser Bodo 
Schroder, then prime minister Rombach, "were not strong enough" to 
of Lower Saxony, who made prevent key responsibilities of the eco
no secret of his desire to re- nomics ministry from being transferred 
place Scharping. Since then, to a strengthened finance ministry 
he has been a major voice of headed by Lafontaine. Stollmann, an 
opposition to the Kohl govern- outspoken free market advocate, said 
ment's economic reforms, that a ministry deprived of these re
preaching instead Keynesian sponsibilities could not succeed in re
policies and workers' rights. clueing Germany's 4 million jobless. He 

However, Lafontaine's in- also said he could not identify with es
terventionist style appears to sential parts of the tax reform that he 
have cost Schroder at least believed were anti-employment and 
one important ally. Jost Stoll- anti-investment. 
mann, a computer en- "Atthemoment,itisLafontainewho 
trepreneur without political af- determines the policy of the new gov
filiation, was recruited by emment; he also dominates many per
Schroder last June to become sonnel decisions," Stollman said in an 
minister of economics. For interview with Die Welt. He said he 
many electors, Stollmann was hoped for a strong future chancellor 
the symbol of Schroder's "new who would be able to change the pre
center," and many en- sent course and that he was "full ofwor
trepreneurs voted for the SPD ries" about the present development. 
for the first time because they Schroder defended Lafontaine's 
considered Stollmann one of plans for a more powerful ministry, say-
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ing he had long believed it should have 
similar powers to those held by the 
United Kingdom's treasury and 
France's finance ministry. When Stall
mann bowed out, Schroder appointed 
Werner Muller, initially slated to be the 
energy adviser, to head the economics 
ministry. Muller says he is qualified for 
the new task, but he would have pre
ferred to "remain the gray eminence in 
the background." 

The ambitious Lafontaine achieved 
at least part of his plan to shape the 
post-Kohl political landscape when he 
forced Rudolf Scharping, his predeces
sor as SPD party leader, to quit the 
powerful position as head of the SPD's 
parliamentary group to become de
fense minister. However, Lafontaine 
failed to secure the job of Bundestag 
floor leader for Franz Muntefering, 
who was the SPD's secretary-general. 
Schroder ruled that Muntefering 
would serve as transportation and 
housing minister and Peter Struck 
would succeed Scharping. Lafontaine 
also tried and failed to appropriate the 
European portfolio from the foreign 
ministry. The Green Party's Joschka 
Fischer, the vice-chancellor and for
eign minister, was assured by the SPD 
that he would have full responsibilities 
as foreign minister. 

European portfolio or not, many po
litical observers say Lafontaine will play 
the essential role in shaping Germany's 
European policy. The French press 
agrees. Le Monde wrote "there is no 
doubt" that the SPD leader will play a 
prominent role in Schroder's govern
ment and in the European Union. Le Fi
garo commented that "it is Lafontaine" 
who will conduct the new Germany's 
European policy at a time when Ger
many will preside over the introduction 
of the euro. Lafontaine has already 
called for lower interest rates to spur 
growth and relieve unemployment, a 
rare stance in a country where the pub
lic shares the central bank's fear of in
flation and pride in a strong currency. 

The future stability of the govern
ment will very much depend on the ex
tent to which Schroder and Lafontaine 
will be able to bury their differences as 
well as they did during the election 
campaign. Now, however, both deny 
any such differences exist. @ 

Wanda Menke-Gliickert is EUROPE's 
Berlin correspondent. 

December 1 January 1998-99 11 



Lafontaine Emerges 
as Power Broker 

By Carola Kaps 

W hatever one might think about 
the new German government 
of Chancellor Gerhard 
Schroder, one thing seems 

certain: Boring it is not! 
Never before has a newly elected 

government been bombarded with as 
much criticism right from the start. The 
first 100 days are not yet completed, but 
there is hardly a group that has not 
raised its voice in anger over disappoint
ing tax proposals or the lack of mean
ingful structural reforms. Even the 
unions are not fully satisfied the way 
things are going. Business confidence 
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is down, and the "five wise men" -the 
Council of Economic Advisors-have 
just published in their latest assessment 
of the state of the German economy a 
rather devastating analysis of the gov
ernments' policies or the lack thereof. 

Thanks mainly to the brash and self
assured finance minister, Oskar La
fontaine, the world was treated to a 
rather astonishing opening perfor
mance. Within days after the election 
and even before his official confirma
tion, the former governor of the Saar
land and head of the Social Democratic 
Party (SPD) had taken on such revered 

institutions as the Bundesbank and the 
European Central Bank (ECB), by 
openly criticizing their prime focus on 
price stability in view of the unaccept
able high unemployment rates in most 
of the European member states. It is 
imperative, he said, that the Bundes
bank should lower interest rates imme
diately and that the ECB should con
sider such a move right after the start 
of the European monetary union early 
next year. Lafontaine did not hesitate to 
remind the two monetary institutions 
that their highly treasured political in
dependence was by no means sacro-



sanct and that even independent Cen
tral Banks could not and should not 
move in a political vacuum. 

He did not stop there. In another 
startling move, he called for the intro
duction of exchange rate target zones 
for dollar, yen, and euro, as well as capi
tal controls to end the "casino character" 
of the international financial system. At 
the same time, he promised more fiscal 
spending to spur internal and global 
growth, seemingly oblivious to the fiscal 
stability pact that his predecessor had 
painstakingly negotiated to secure fiscal 
discipline in "Euroland." The new fi
nance minister even openly challenged 
the stability pact by urging the other EU 
member states to join forces with Ger
many in the creation of a public spend
ing program for the sake of creating jobs 
and cutting unemployment. 

However, instead of earning the ap
plause of an increasingly social demo
cratic Europe, as Lafontaine might have 
hoped for, he was flooded with criti
cism. Not only did the Bundesbank, the 
ECB, and the German public react in 
anger and anxiety, concern was raised 
as well in Brussels, Paris, London, and 
Rome. Despite all the talk about "new 
center" politics coming out of London 
with an eye on the social democratic 

condition for exchange rate stability. 
Any intention to fix target zones without 
reasonable convergence of the real 
economies would be comparable to 
building "castles in the air," explained 
Lafontaine to a rather astonished press 
corps. Similarly, he said, he had never 
doubted the Bundesbank and its con
duct of interest rate policy nor had he 
questioned its independence. Naturally, 
the press had misquoted and misunder
stood him and had misrepresented his 
reasoning, he explained. He claimed, 
the same applied to his position toward 
the ECB. There had never been any 
doubt, that he applauded the interest 
rate convergence taking place on the 
European level and sees it going in to 
the right direction. He had only sug
gested European finance ministers had 
the right to question the interest rate 
policy of the ECB should they think a 
lower rate was called for and to discuss 
with them the right policy mix for pro
moting robust growth and employment. 

Again, Lafontaine did not stop there. 
In a sudden change of heart, he even 
stated that the pressure on public sector 
finances in Europe has increasingly re
duced the possibility of using fiscal pol
icy to combat unemployment. More
over, after having called for hefty 

tacks were counterproductive and have 
hurt his goals instead of furthering 
them. By retreating for now, toning 
down his rhetoric, and making pro
nouncements that sound mainstream, 
he can improve the working relation
ship with his fellow finance ministers 
within Euroland and the G7, all the 
while waiting for the chance to push his 
true agenda of target zones and de
mand-driven policies. His recent en
counter with his Italian counterpart 
Carlo Ciampi, where both politicians re
sumed their call for more fiscal flexibil
ity within the euro zone, seems to prove 
the point. 

This tack is rather unfortunate be
cause Mr. Lafontaine is by far the most 
powerful figure in the cabinet of Chan
cellor Schroder. Some even say he is 
the true chancellor, and Mr. Schroder, 
despite all the harsh criticism directed 
at Lafontaine, did not exercise his 
power to put down strong economic 
policy guideposts in his inaugural ad
dress. Instead, as a commentator in the 
Frankfurter Allgemeine Zeitung wrote, 
his economic policy is neither red nor 
green, nor right nor left, rather it is an 
accumulation of gimmicks, of contra
dictions, a shopping bag of interven
tions for the sake of income distribu-

Mr. Lafontaine is by far the most powerful figure in the cabinet of Chancellor Schroder. 
soul mates in Washington and Bonn, 
the UK prime minister wasted no time 
to shoot down Germany's call for con
certed fiscal expansion by emphasizing 
that he was all for it as long as it did not 
endanger British competitiveness. Even 
in official Washington, which quite 
often finds the Bundesbank too ortho
dox in its single-minded concentration 
on price stability, eyebrows were raised 
and questions asked. ''We do not have 
any concerns with Joschka Fischer, the 
minister of foreign affairs from the 
Green Party, but Oskar Lafontaine trou
bles us," said one high ranking govern
ment official not long ago. 

The rain of criticism from every
where has certainly caught Lafontaine 
by surprise. However, being highly in
telligent and a quick study, the trained 
physicist has changed course with sur
prising speed. After only one month in 
office, he already sings a different tune. 
He emerged from the recent Franco
German summit in Bonn emphasizing 
the need for more convergence as pre-

increases of the purchasing power and 
supporting huge pay demands by the 
unions, Lafontaine now is warning 
against wage increases that would ex
ceed productivity improvements. He 
stepped back as well from his attacks on 
the stability pact, which he now pledges 
not to question when the European 
monetary union begins in January. 

Is this astonishing Saul-to-Paul 
transformation for real? Or is it just a 
tactical retreat, cleverly orchestrated by 
a clever politician who only a week ago 
seemed to be one of the few Schroder 
cabinet members with deep convic
tions? It is difficult to believe that the 
man who together with his economist 
wife authored the book Do Not Fear 
Globalization, in which he clearly ex
pressed all these beliefs, should have 
changed his views so dramatically in 
such a short time. Rather, it seems he 
has met reality and, like every good 
politician, has reacted in a flexible way 
without giving up on his core convic
tions. He has recognized that his at-

tion, in short, a policy that will not lead 
to more dynamism and meaningful em
ployment, but will make Germany less, 
not more, attractive for investment. 

Consequently, Mr. Lafontaine has all 
the room he needs to run with the eco
nomic policy, as his highly controversial 
tax reform package underlines. Never
theless, some observers believe, a fight 
between Mr. Schroder and his finance 
minister is inevitable, even more so be
cause the Greens are much more pro
gressive in their economic thinking than 
Mr. Lafontaine and will eventually de
mand changes toward a more pro
nounced supply policy. One is tempted, 
therefore, to interpret the rather curious 
news out of Bonn that Mr. Lafontaine 
might be considered as candidate for 
the presidency of the European Com
mission as a cautious first try to promote 
him elegantly out of the government. @ 

Carola Kaps is the Washington corre
spondent for the Frankfurter Allgemeine 
Zeitung. 
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GERMANY 

!though the Green Party 
scored only 6. 7 percent of 
the vote or forty-seven 
seats in the Bundestag 
(two seats less than in 
1994), they hailed the out

come as an "historic turning point." In
deed, when Gerhard Schroder, the 
SPD's victorious candidate for chancel
lor, declared that "the logical conse
quence of the national election results 
is a red-green coalition," it marked an 
important achievement for the party 
that began as a radical1970s grassroots 
movement. 
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Moreover, it is the first 'red-green' 
coalition (referring to the coalition part
ners' symbolic colors) to govern Ger
many at the national level and the first 
time a "green" party has gained signifi
cant representation in any of the major 
Western governments. 

To get to this point, Germany's 
Green Party has shed much of its radi
cal image and has even shared power 
with the SPD in state (Hesse, Lower 
Saxony, Hamburg, North-Rhine-West
phalia) and municipal governments. 
However, mainstream political leaders 
worry that the Greens would introduce 

.. 

· Joschka Fischer at the Green PartY_ 

Congress in October. 

a factor of uncertainty. The Green par
liamentary group is dominated by the 
party's pragmatic faction, known as the 
realos (as in realists) , led by J oschka 
Fischer, the vice-chancellor and foreign 
minister in the Schroder government. 
The Green rank and file, who have a big 
say in party decisions, however, is domi
nated by the fundis (as in fundamental
ists) and are more left wing. Any coali
tion agreement would have to be passed 
by a national Green Party conference. 

Perhaps the most important question 
surrounding the party is just who are 
the Greens? In fact, the Green Party has 



siphoned supporters and members 
from all parties but especially the SPD. 
They have appealed to the young gener
ation and first-time voters, making their 
mark with unconventional dress, maver
ick political behavior (such as their 
rather impractical and since-abandoned 
system of exchanging their Bundestag 
deputies at mid-term), and a spate of un
orthodox-at times outlandish-pro
grams, policies, and theories. 

Such is the legacy of the political 
party that began as a movement against 
German politics in the 1970s. When the 
Green movement became the Green 
Party in January 1980, it was the anti
party, a ragbag of feminists, pacifists, 
communists, neutralists, and national
ists who had strong notions of what Ger
many should not be-not tied to the At
lantic Alliance, not defended by nuclear 
missiles, not driven by capitalist greed, 
not dependent on nuclear energy. 

In the early radical days, no one was 
better suited to lead such a loose band 
of apostates than Petra Kelly-a blond, 
frail-looking, and immensely charis-

Petra Kelly brought the Green movement to 
international prominence In the late 1970s. 

matic young woman who was educated 
in the United States. As a student in the 
US during the late 1960s, Kelly had wit
nessed the race riots, anti-Vietnam 
protests, and political assassinations 
that defined politics for a generation in 
the US and proved decisive in her dis
enchantment with America. She occu
pied buildings at American University 
in Washington, DC, marched for civil 
rights, and generally became aware, as 
she put it, of America's "ugly realities." 
"I didn't get my ideas here in Ger
many," she said, "I got them there and 
brought them back with me." Similarly, 

by importing the phrase "grass roots 
democracy," she showed a young gen
eration of Germans how to clamor for 
greater distance from the US without 
using taboo expressions like "German 
nationalism." 

During this period, many West Ger
mans changed their minds about Amer
ican influences, and Petra Kelly with 
her photogenic good looks and fluent 
English became their enigmatic star. 
When NATO decided in 1979 to mod
ernize its nuclear arsenal in Europe, 
Petra Kelly was largely responsible for 
shifting the Greens' focus beyond ecol
ogy to unilateral disarmament, neutral
ism, and anti-nuclear energy. The 
Greens under Kelly turned the Euro
pean peace movement into a genuine 
political force. 

There were, however, other voices 
within the Greens. Where Petra Kelly 
and other fundamentalist Greens, or 
fundis, favored an unwavering ap
proach to attaining the party's goals, a 
wing of moderates, or realos, favored a 
more pragmatic approach. This group 
included Joschka Fischer. 

In 1982, Fischer, then thirty-four, 
joined the Green Party. With his special 
knack for articulating the party's zeit
geist, he quickly rose through the 
ranks to become the Greens' leader 
and a strong opponent of Petra Kelly. 
To get to that point, Fischer had under
gone a remarkable metamorphosis. 
The son of a butcher, he had not fin
ished high school. By the early 1970s, 
he was living in a commune in Frank
furt, voraciously reading German 
philosophers, and working with mem
bers of a militant libertarian revolution
ary group. He took part in demonstra
tions and street battles. While working 
at the Opel car factory, he tried to fo
ment a revolt among his fellow workers 
and was abruptly dismissed. He be
came a taxi driver. Eventually his pas
sion for books led him to work in 
Frankfurt's Karl Marx bookstore. 

According to Christian Schmidt, au
thor of a recent biography about Fis
cher and his Frankfurt gang, "Fischer 
represents a whole generation of Ger
mans who were students with revolu
tionary thoughts who have become 
dentists and lawyers. At root, he is a 
highly gifted opportunist who has come 
to believe in the virtues of reliability." 
The experience of power-he was 
elected to the Bundestag in 1983 and 

was the first Green environment minis
ter in the state of Hesse between 1985 
and 1987 -completed his conversion to 
the merits of compromise. In his book 
Reconstructing the Industrial Society, 
Fischer concedes that "environment 
policy alone is no longer sufficient. The 
industrial society in its good and bad 
sense is our fate." 

When he first entered the Bun
destag fifteen years ago, Fischer wore 
jeans and sneakers and called his fellow 
deputies alcoholics. He is now more 
commonly seen wearing traditional 
suits and loafers. Furthermore, he has 
swung the Greens behind the Euro
pean single currency to be launched in 
January 1999 and sending peacekeep
ing troops to Bosnia. 

However, the Green Party still suf
fers from factionalism and sometimes 
supports radical policies-some more 
popular than others. Shortly before the 
general election, the Greens produced a 
series of gaffes that cost them support 
among the voters. A party congress in 
March proposed tripling the price of 
gasoline to more than $10 per gallon 
and withdrawing Germany from NATO. 
The Greens also shocked a travel-crazy 
nation by suggesting that Germans 
should fly only once every five years 
and that speed limits should be set on 
the autobahn. Jiirgen Trittin, then the 
party's spokesman and now Schroder's 
environment minister, provoked further 
outrage by comparing Germany's con
script army with Hitler's Wehrmacht. 
Fischer and his pragmatic allies among 
the realos were caught off guard, but 
they succeeded in forcing the unpopu
lar manifesto to be withdrawn. 

The Greens' history is plagued with 
such missteps. In 1983, despite gaining 
parliamentary seats in the Bundestag, 
the party suffered from crippling divi
sions between the moderates and radi
cals. In 1990, they lost all their seats 
when they were the only party to op
pose the country's reunification. How
ever, perhaps the biggest turning point 
for the party occurred in 1992, when 
Petra Kelly was tragically killed. The 
fun dis lost their powerful voice, and the 
realos, who wanted power and were 
eager to take part in actual policymak
ing, gained the upper hand. Neverthe
less, Kelly's creed, "a world free from 
masculine, patriarchal, and nuclear 
ideas," still defines the ideology that 
holds the Greens together.@ 
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GERMANY 

By Lionel Barber Legacy 
The long reign of Helmut Kohl is over. His crushing 
defeat in September's general election ushers in a 
new generation of leaders in Germany and removes 
the dominant statesman in Europe. 
Known as "Bismarck in a cardigan," the 
straight-talking Mr. Kohl will be re
membered as the man who unified his 
country and who worked tirelessly to 
build a more integrated Europe in 
which Germans would feel prosperous 
and secure. 

He was a towering figure-a big 
man with a big appetite for food and 
power. He could intimidate opponents, 
but he was also a man of peace. Few 
will forget the image of the chancellor 
walking hand-in-hand with former 
French President Fran9ois Mitterrand 
on the battlefield of Verdun where sev
eral hundred thousand soldiers died in 
World War I. 

Mr. Kohl had a fine grasp of grand 
strategy and an acute sense of timing. 
Sometimes patience bordered on pre
varication. He dawdled instead of tack
ling the high-cost, gild mentality in the 
German economy; but his visionary 
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qualities came to the fore in the field of 
foreign policy. His triumph was Ger
man unification. 

Mr. Kohl had never hidden his belief 
that, one day, Germany would be re
united between capitalist West and 
communist East. However, like his fel
low countrymen, he doubted if this 
could take place during his lifetime. His 
historic achievement was to bring 
about unification on peaceful terms, 
thanks in large part to the trust that he 
built up with the two leaders who mat
tered most: President George Bush and 
Soviet Premier Mikhail Gorbachev. 

On the first count, Mr. Kohl was 
able to draw on the credit he gained 
from a risky political decision he made 
shortly after coming to power in 1982. 
He faced down the pacifists in Germany 
and deployed Cruise and Pershing nu
clear missiles to counter the SS-20 mis
siles that the Soviet Union had moved 

into Eastern Europe. Mr. Kohl under
stood that deployment was vital to pre
serve the credibility of deterrence in
side the NATO alliance and to force the 
Soviets back to the arms negotiating 
table. 

The strategy worked. By the end of 
the 1980s, the Soviets were clearly 
overextended in Eastern Europe and a 
reform-minded Mr. Gorbachev was 
ready to strike a deal. In return for a 
loosening of Soviet control over its 
satellites, the Soviet leader hoped to se
cure massive Western aid to buy time 
to modernize and preserve the commu
nist system at home. 

Apart from one uncustomary lapse, 
when he likened Mr. Gorbachev's pre
sentational skills to Joseph Goebbels, the 
master Nazi propagandist, Mr. Kohl 
grasped that the West held the upper 
hand and that, under the right circum
stances, German unification was within 



reach. In late 1989, after the fall of the 
Berlin Wall, he moved with remarkable 
speed and decisiveness. With US help, he 
overcame the opposition of the French 
and British. He finally sealed the deal 
after a lightning trip to the Caucasus, 
where he sat by a river to talk about "God 
and the world" with Mr. Gorbachev. 

Mr. Kohl was happy to pay a price
almost any price-for the unification of 
Germany. First came his pledge to ex
change near worthless East German 
marks for rock-solid D-marks at a one
for-one rate for wages, pensions, and 
rents. The decision, which forced most 
of East German industry into 
bankruptcy, was accepted reluctantly 
by the Bundesbank but pushed 
through as a political imperative. 

The second move was to accelerate 
momentum toward greater political and 
economic integration in Western Eu
rope, notably through the creation of a 
single European currency and the sur
render of the D-mark, the symbol of 
postwar German stability and prosper
ity. For France, economic and mone
tary union (EMU) was the implicit 
price for accepting a more powerful and 
united Germany. Mr. Kohl-magnani
mous in victory-agreed. 

EMU became Mr. Kohl's monument 
for the twenty-first century. He was un
interested in the economic pitfalls, such 
as Europe's inflexible labor markets or 

the lack of economic 
convergence be
tween northern and 
southern Europe. 
He viewed monetary 
union almost exclu
sively in political 
terms: a once-in-a
generation opportu
nity to bind Ger
many into an 
irreversible process 
of European integra
tion. 

Mr. Kohl's focus 
on Europe and the 
euro paid off. On 
January 1, 1999, 
eleven members of 
the European Union 
will launch EMU on 
schedule-a gen
uinely historic event. 
Yet, the irony is that 
both his greatest tri
umphs-EMU and 
German unifica-

tion-contributed to his downfall in last 
September's election. 

First, Gerhard Schroder, the new 
Social Democrat chancellor, skillfully 
exploited Mr. Kohl's lack of interest in 
economics and his disregard for detail 
to portray a man out of touch and inca
pable of delivering change. 

Second, the crucial battleground 
turned out to be in former East Ger
many. Eight years ago, Mr. Kohl's 
Christian Democrats won 40 percent of 
the vote on the back of promises to de
liver "blooming landscapes;" but sup
port collapsed in 1998 as disillusioned 
voters turned to the SPD and the PDS, 
the former communists. 

Like so many powerful leaders, 
Mr. Kohl may have clung to power for 
too long. Nevertheless, his legacy is 
assured. Europe will miss Helmut 
Kohl.@ 

Lionel Barber, based in London, is a 
EUROPE contributing editor and the 
news editor of the Financial Times. 
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RETURN TO 

Jewish PopulatioA Growing Again in 
Georgi Fogel chose a momentous day 
to move to Berlin. On November 9, 
1989-the day the Berlin Wall fell-the 
Russian Jew decided not to go back to 
his Moscow home. 

"I had wanted to go away for a long 
time," he says, sitting in a stylish cafe in 
former West Berlin. "It wasn't economic, 
though. My salary was good. I just didn't 
feel at home in the Soviet Union." 

'There was always anti-Semitism [in 
Russia]," he explained. "In communist 
times, it was almost official." 

Thousands of Russian Jews have fol
lowed suit since then, almost doubling 
Berlin's Jewish population to about 
12,000 people. Their interest in Ju
daism, both cultural and religious, has 
resulted in a vibrant Jewish community 
the likes of which has not been seen in 
Berlin since the 1920s. 

The J iidische Gemeinde Berlin [the 
Berlin Jewish Community] now sup
ports six synagogues, two full-time rab
bis, a school for kindergarten through 
twelfth grade, an old-age home, an ac
tive adult education program, and a 
large youth group. 

There are several kosher grocery 
stores, a Jewish bookstore, a number 
of Jewish and Israeli-style restau
rants, and a variety of Jewish discus
sion and support groups. The recent 
first performance of a newly formed 
Russian-] ewish orchestra drew large 
crowds. 

Berlin Jews are quick to point out 
that this community does not compare 
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to the nearly 200,000 Jews who lived in 
Berlin before Hitler came to power in 
1933. Nonetheless, it is the first time 
since World War II that there has been 
a significant Jewish presence in the city. 

The new generation of Jews has a 
different attitude toward its identity, 
one that doesn't depend on acceptance 
by mainstream society, says Rudiger 
Mahlo, a member and former head of 
the Berlin Jewish Youth Group. 

'The young don't want to hide their 
Jewishness anymore," he said. "If you 
have a problem with the Jews, then it's 
your problem, not my problem." 

Second and third generation Holo
caust survivors are returning to the reli
gion renounced by their parents, said 
Rabbi Ehrlenberg of the Orthodox 
Joachimstalerstrasse synagogue in for
mer West Berlin, adding that he regu
larly sees more than 150 people at his 
Friday night services. 

Even as German Jews criticize the 
Russians for being "less Jewish," the 
Russian influence is omnipresent in the 
community. At Saturday morning ser
vices, the prayers are chanted in He
brew and the sermons delivered in Ger
man, but the conversations afterwards 
are all in Russian. The bulletin boards 
at the Jewish community offices are 
filled with announcements in Russian; 
the community's slick monthly maga
zine is written in German and in Rus
sian. The canteen in the Centrum Ju
daicum, the rebuilt main synagogue 
and home to an archive and the offices 

of the Jewish Community of Germany, 
serves Georgian food to the mostly 
Russian office workers. 

While some German and longer
established Russian Jews complain 
about the Russian presence, others feel 
that it is just another stage in the com
munity's evolution. 

"Throughout the centuries, the 
[Berlin] Jewish community has lived 
from two sources," said Jewish Com
munity president Andreas N achama. 
"It's always been a combination of 
those who were [already] here and 
those who joined." 

Besides the obvious irony of Jews 
seeking asylum-and thriving-in Ger
many, there are other, more subtle 
ironies as well. Despite its tremendous 
growth, outward signs of the commu
nity are few. It is rare to see skullcaps 
or other signs of the faith in public. 
Mezuzas are placed inside doorframes, 
not outside. After services, prayer 
books and prayer shawls are carefully 
stowed in purses and bags for the walk 
home. Even the synagogues are hard 
to find-it is usually only the green
uniformed police officer uninterestedly 
standing guard, who identifies the un
marked buildings as houses of worship. 

Georgi Fogel says that although Ger
many is much better than Russia, he 
still doesn't feel like he belongs here. 

"I feel like a Russian Jew living in 
Germany who wants to move to the 
States," he says with a sad smile. 

In the meantime, Jewish issues have 



Germany's Capital 
come to hold a high profile in German 
politics. Arguments over a proposed 
Holocaust memorial for Berlin have 
raged unresolved for several years and 
were even part of the debate in this 
year's federal elections. Federal, state, 
and city politicians were in obvious at
tendance at a Jewish New Year's party 
thrown by the German Jewish Commu
nity in September. Moreover, film
maker Steven Spielberg was recently 
awarded the Bundesverdienstkreuz 
[the German medal of honor] for his 
movie Schindler's List. 

"Sometimes I wonder why I should 
speak, if it's not even a Jewish event," 
said N achama, who says that he and 
German Community president Ignatz 
Bubis are asked to speak at almost 
every major public event. 

However, it's not just the politicians 
who are occupied with Judaism. The 
cover article of a recent edition of the 
Berlin city magazine Zitty talked about 
''Trendy Judaicum," the perceived hip
ness of things Jewish. It questioned the 
appropriateness of Jewish studies 
being offered to almost uniformly gen
tile German university students, of Ger
mans eating "Jewish food" in popular 
Berlin restaurants, and non-Jews play
ing klezmer music-for mostly non

Jewish audiences. 
According to N a chama, 

Germany is also the biggest 
market for Jewish books 

outside of Israel and 
the United States. 

"I guess part of the population is in
terested in what their grandparents 
tried to destroy," he said. "[They want 
to know] why it survived and what sur
vived and what there was before." 

The reestablishment of an official 
Jewish community after 1945 was a way 
to prove that genocide didn't work, said 
Nachama. Today's community is fur
ther proof. 
Increasing signs of Jewish culture are emerging 

throughout Berlin: (at top, three photos from left) 

several Jewish bakeries have reintroduced 

bagels to Berliners; (top, second from right) the 

Neue Synagogue was inaugurated in 1866, 

destroyed during the Kristallnacht, and 

renovated in the late 1980s; (top 

right) the grave of phillosc,ph4En: 

remaining signs of 

Berlin's oldest 

Jewish cenletEII'Yt't/ 

(bottom) the t''~~~~~~" 
Judische 

Galerie 

hosts a 

By Alisa Roth 
"If you had said it in 1946, 1956, even 

1986, nobody would have believed 
you," said Hermann Simon, director of 
the Centrum Judaicum. "But now there 
are Jews in Germany." @ 

Alisa Roth is a journalist based in 
California. She recently spent two months 

in Berlin on an Arthur F. Burns 
journalism Fellowship. 





Is Europe doomed to be an also-ran in 
the high-tech race on the information 
highway? 

For years, Europe has lagged be
hind the United States and, to a lesser 
extent, Japan and the Asian Tigers in 
the new sunrise industries. The rules of 
the game generally held that America 
creates the software; Asia makes the 
hardware; and Europe is nowhere. 

Europe is a hostile territory for high
tech companies, according to critics 
who cite a deep-rooted aversion to risk, 
high taxes, red tape, shortsighted 
banks, a low level of entrepreneurship, 
and a plain lack of vision. 

Europe has closed the gap with the 
US in other important sectors, such as 
automobiles, aerospace, energy, and fi
nancial services. A series of transat
lantic deals, including Daimler Benz's 
purchase of Chrysler and BP's of 
Amoco, is evidence of a more muscular 
corporate Europe. 

However, Europe seems incapable 
of repeating the winning formula in the 

sunrise high-tech industries. Mounting 
problems at Philips, the Dutch elec
tronics giant, which launched the au
diocassette and the videocassette 
recorder in the 1970s and 1980s, high
light the company's loss of direction. 
The company has just pulled out of a 
costly telecom joint venture with Lu
cent Technologies of the US after only 
a year and is planning to close about a 
third of its 244 plants around the world 
over the next four years in a bid to re
vive profits. 

Now Europe is fighting back, with 
firms that were virtually unknown or 
that didn't even exist during Philips' 
heyday leading the charge. The US got 
a wake-up call itself in October when 
Nokia, the Finnish telecoms group, 
ousted Motorola as the world's top sup
plier of mobile telephones. Nokia has 
sold more than 21 million handsets and 
in September smashed through the 1 

En ope 

million monthly sales barrier for the 
first time. Nokia now regards Sweden's 
Ericsson group, not Motorola, as its 
most dangerous rival. Bill Gates, Mi
crosoft chairman, singled out Psion, the 
British palmtop computer maker, as 
one of the greatest threats to his com
pany's future. 

Meanwhile, Nokia has just unveiled 
new technology for mobile phones that 
will boost capacity between base sta
tions tenfold and make possible base 
stations so small they can be put on bill
boards or bus stops. 

European firms sprung a surprise on 
their US rivals when they took second, 
third, and fourth place in Business-

time in ten years it is growing faster 
than the world average, according to 
the European Information Technology 
Observatory. The US market is "only 
marginally better" than Europe, it says. 
Even more spectacular, European 
sales over the Internet could rise by 
more than tenfold to $1.9 trillion by 
2001, according to KPMG, the manage
ment consultancy. 

But will US firms grab most of the 
spoils? 

European firms like Nokia and SAP 
have proved the US is not invincible. If 
a company located in the northeast ex
tremity of Europe and a firm based in 
the overregulated risk averse German 
market can do it, there is no reason 
why others can't beat the Americans at 
their own game. 

German software maker SAP is doing 
the unthinkable, beating Microsoft in 
the corporate market. In addition, the 
company experienced revenue growth 
of about 40 percent and a 30-35 percent 
leap in pre-tax earnings in 1998. 'We are 

Philips' 

Cor Boonstra 

Nokia's· 

Jorma Ollila 

Siemens' SAP-'s 

Heinrich von Pierer Hasso Plattner 

Week's list of the world's 100 best-per
forming information technology compa
nies published in November. The top 
European was the United Kingdom's 
Vodaphone Group, a cellular phone 
company, followed by SAP, a German 
business software group, with Nokia in 
third place. 

Does the position of these firms 
ahead of such US legends as Microsoft, 
Oracle, and Yahoo signal a trend or just 
a freak performance? The next best 
placed European firm was the UK's 
Cable & Wireless at number twenty 
and only six other Europeans made the 
list. 

There's no doubt that Europe's 
high-tech market is on the verge of ex
plosive growth. The information tech
nology and telecommunication mar
kets alone will grow by 8.3 percent this 
year to $460 billion and by 7.9 percent 
to $497 billion in 1999. This is the first 

not seeing a slowdown in demand," said 
co-chief executive Henning Kagermann. 

SAP has outperformed all comers in 
the market for business software, 
which is set to reach $25 billion in 2000 
against $9.5 billion in 1997, according 
to the investment bank BT Alex Brown. 

Europe is also getting hip to the new 
electronic age, though it still lags the 
US in most indicators, notably the own
ership of personal computers. How
ever, the business world is setting the 
pace, with 92 percent of large firms 
with $1 billion plus revenues using 
e-mail, according to a survey by the 
consultant group PwC. Around 72 per
cent have Web sites, and 58 percent 
have "intranets" -computer systems 
linking users within the business. Euro
pean banks are also getting wired: 
Amro Bank of the Netherlands, Bar
clays of the UK, and Deutsche Bank 
and Hypothekan & Vereinsbank of Ger-
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many have joined four US banks in a 
$10 million joint venture to offer an In
ternet identification service. 

Meanwhile, British Telecom 
reached a significant milestone in the 
fall when data overtook voice conversa
tions as the biggest user of its domestic 
network. ''Telephone calls are being re-

competitiveness. Telecom costs in Eu
rope are on average five times higher 
than in the United States. 

There's no shortage of entre
preneurs in Europe despite the 
formidable hurdles, which range from 
a lack of financing to overregulation. 
The German telecom industry is like a 

-,_, -- - .s 

battlefield with 
huge utilities 
fighting the for
mer Deutsche 
Telekom mono
poly with their in-11'5 -.. 

~ ... house networks 
and more than 

SAP's software (above) and Nokia's cell phones (bottom) are changing 

100 small start-up 
companies scrap
ping for niche 
markets. The UK, 
which pioneered 
telecom deregula
tion in the 1980s, 
still acts as a labo
ratory for the con
tinent as small 

the way people do business. 

placed by e-mail transactions," accord
ing to Bill Cockburn, BT's UK manag
ing director. The UK is fast closing the 
gap with the US, where data overtook 
voice calls in early 1997. 

Europe's hopes of catching the 
United States rest on the gelling of its 
single market, the creation 
of cross-border companies, 
and crucially, the pace of lib
eralization. The EU telecom 
market was completely 
opened to competition only 
last January, but already 
there are 500 local "loop" op
erators feeding off national 
networks and more than 100 
mobile phone operators. Er
icsson and Nokia owe their 
unexpected success in mo
bile phones to the early 
deregulation of the Nordic 
telecommunication markets. 

On its own, Europe's per
formance is impressive. Com
pared to the US it isn't. Craig 
Barrett, chief executive of US 
company Intel, the world's 
biggest semiconductor manu
facturer, says Europe must 
slash its telecommunications 
costs and avoid curbs on the 
use of encryption technolo
gies to maintain international 
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firms continue to 
challenge the industry giants. Peter 
Dawe, a businessman who made a for
tune from the Internet, is planning to 
challenge British Telecom and other 
large European groups by laying a 
fiber optic cable network under the 
North Sea. Yet despite his track record 

in creating the UK's first Internet ser
vice provider, he couldn't raise invest
ment capital in Europe and had to tum 
to the US for funds. 

Raising capital could become even 
more difficult after some of Europe's 
highfliers hit the rocks. Ionica, a UK 
firm that launched wireless-based 
communications, failed, and Baan, a 
Dutch computer software and ser
vices group, is laying off 20 percent of 
its staff after its profits and shares 
tumbled. 

Yet, the Americans are spreading 
across Europe before the locals can 
strike back. MCI-WorldCom budgeted 
$800 million in 1998 to double its Euro
pean "backbone" to around 4,400 
miles. And even Europe's top perform
ers like Nokia and Ericsson face 
tougher times as US giants Motorola 
and Hewlett Packard move into wire
less technology to transmit data, rang
ing from e-m ails to stock prices. Nokia 
is responding by ruthlessly discarding 
its non-core operations, and Ericsson is 
prowling for small acquisitions like the 
recent $285 million purchase of ACC, a 
California-based Internet products 
company. C3 

Bruce Barnard is a EUROPE contribut
ing editor and a Brussels correspondent 
for the J oumal of Commerce. 



ver the last twenty years, the Silicon Valley has 
grabbed world headlines by producing legendary 
high-tech companies like Apple Computer, Sun Mi
crosystems, and Silicon Graphics. Many regions 
around the world have tried to duplicate the North
ern Californian recipe for silicon success by attract

ing high-tech companies with generous packages of tax 
breaks, local recruiting assistance, and site development. 
Here follow profiles of three such regions in Germany, 
France, and the United Kingdom. 

HIGH· TECH TEUTONICS 

A high-tech oasis has emerged in the 
bleak industrial desert of eastern 

Germany, and local officials hope it will 
transform the former communist terri
tory into a European Silicon Valley. An 
increasing number of high-tech firms in 
eastern Germany are competing suc
cessfully in international markets, ac
cording to Commerzbank the leading 
German bank. 

At the center of the high-tech renais
sance is Europe's largest microelec
tronics project, a $1 billion joint venture 
between Siemens and Motorola in a 
state-of-the-art semiconductor plant 
near Dresden that will make a new type 
of computer chip. AMD, a California
based chip manufacturer, has also 
moved into the region, creating a criti
cal mass in high technology that has at
tracted nearly 400 start-up companies. 
The Siemens plant is operating in a 
harsh climate-prices for DRAM (dy
namic random access memory) chips 
have crashed by more than 90 percent 
since 1995, as supply, mainly in Asia, 
overwhelmed demand. 

However, the global chip glut is eas
ing, and demand from the major sectors, 
such as personal computers, telecom
munications, and automotive electron
ics, is rising, especially in Europe. The 
plant still faces a challenging future, 
however, as Siemens plans to spinoff its 

semiconductor business as part of a 
massive restructuring, involving opera
tions with annual revenues of more than 
$10 billion and 60,000 employees. 

Siemens' Dresden plant is at the cut
ting edge of a business where Europe 
lacks capacity. Siemens, Motorola, and 
Wacker Siltronic, a producer of silicon 
chips, are using new technology that 
will allow the processing of larger 
wafers with a 300-millimeter diameter 
compared with the present 200-millime
ter. The bigger wafer will increase the 
size of production runs by 250 percent 
and slash costs by a third. The show
case plant is switching from production 
of sixteen-megabit chips to the latest 
generation of sixty-four-megabit chips 
and will concentrate on logic chips, the 
fastest growing market. 

Commerzbank reckons Dresden's 
"Silicon Valley" could be generating be
tween 5 percent and 10 percent of the 
state of Saxony's gross domestic prod
uct within five years. But it faces stiff 
competition from scores of rival high
tech regions, from Finland's Oulu Tech
nopolis, just below the Arctic Circle, to 
France's Sophia Antipolis technology 
park overlooking the French Riviera. 

Meanwhile, success is creating suc
cess. Compaq Computer, the world's 
leading computer maker, has teamed 
up with Schaeffer-IT-Logistics, a Dres
den-based PC assembler, to make com-

puters locally from chips acquired on 
the spot market. This venture marks a 
radical departure for Compaq, which 
has so far spumed local assembly de
spite the loss of market share to lower 
priced local PCs. If the German venture 
is successful, it will be extended to 
other countries, including the United 
Kingdom, France, and Spain. 

Success in the former East Germany 
has sprung from unlikely sources, such 
as the former military experts who in 
1994 founded Deutsche PhoneSat, a 
satellite information systems provider. 
The company, which generates about 
80 percent of its business abroad, plans 
to list its shares on New York's NAS
DAQ exchange. 

INTERNET BOOSTS RIVIERA 

The internet has provided a major 
boost for Sophia Antipolis, one of 

Europe's leading technology parks, 
near Nice, which went through a lean 
period in the mid-1990s. The park is 
booming again with US Internet compa
nies heading the new arrivals, which 
have filled the park to capacity with 
some 1,100 companies. "Internet firms 
have given the park new life," declares 
the Sophia Antipolis spokeswoman 
Jacqueline Mirtelli. 

The earlier downturn at Sophia An
tipolis, linked to a recession, meant that 
many skilled, multilingual information 
technology (IT) engineers became 
available. Today's incoming US firms, 
drawn by Internet-related business, 
have snapped them up. 

Pierre Bricaud, head of the new 
Sophia Antipolis branch of Mentor 
Graphics, a $500 million-a-year Oregon 
electronic design automation company, 
said, "Companies from Silicon Valley or 
Boston moving to Europe don't want to 
go to Paris, London, Munich, or an
other big city. Their engineers and 
their families are looking for sun, a very 
international environment, and space. 
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They want to go to the beach and on 
hikes when they're not working. That's 
possible here." 

A host of American companies, 
drawn by Internet development in Eu
rope and the fact that engineers come 
more cheaply than in California, have 
arrived in recent months. There are 
now some fifty US high-tech companies 
at Sophia Antipolis, which spreads over 
more than 6,000 acres of pine-studded 
parkland and is surrounded by some of 
Europe's most expensive real estate. A 
dozen of these companies are recent ar
rivals. Many early arrivals have since 
expanded their operations. 

The latest American arrival is Packet 
Engines, a networking solutions 
provider, which has established a new 
European headquarters at Sophia Antipo
lis. 'We set up because of the huge inter
est from companies in Europe," said 
Bernard Daines, president and CEO. 

US companies now employ 2,500 
people of the 18,000 people working at 
Sophia Antipolis. Aside from sales and 
servicing across Europe, they are in
creasingly engaged in the development 
of systems. 

"We now have twenty engineers 
working here on software for chip de
sign," comments Jacques-Olivier Pied
nair, local engineering director of Ca
dence Design Systems, the $1 
billion-a-year California computer chip 
design company. "It is becoming increas
ingly difficult to hire and retain people in 
Silicon Valley. There's salary inflation in 
California, but here a top man costs 60 
percent of his Californian equivalent and 
that includes high French social security 
and other charges." In addition, he says, 
"Our big European customers, such as 
Philips, Siemens, Matra, British 
Aerospace, and SGS Thomson, want sup
port engineers close to them. We can fly 
from here quickly to just about anywhere 
in Europe." 

Over the years, the French authori
ties have spent heavily on the park's in
frastructure, which includes a fiber 
optic network. A large English-lan
guage school has opened. Wide roads 
now link the park with nearby Nice's in
ternational airport and the adjacent Riv
iera villages where employees live. 

Sophia Antipolis started as a science 
and arts park in 1972. Pablo Picasso, who 
lived nearby, participated in its ground
breaking. At first, French state firms, 
such as France Telecom and Thomson, 
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located major labs there. In the 1990s, it 
became a major European high-tech cen
ter, similar to those in Cambridge, Eng
land and Munich, Germany. 

The average size of the operations in 
Sophia Antipolis now ranges from 
50-100 employees, where before it at
tracted much larger operations. Still 
Bay Networks, recently acquired by 
N ortel, has boosted its staff serving In
ternet-related businesses to 160. Offi
cials say plans are in the works to dou
ble the park's size in the next few years. 

SILICON GLEN CONTINUES TO GROW 

On the eve of the twenty-first century, 
Scotland continues to grow its Sili

con Glen and has slowly begun to add 
the critical elements that could, in fact, 
help it develop into a high-tech sector 
worthy of comparisons to its California 
namesake. 

The seventy-mile-long corridor, 
stretching from Dundee in the northeast 
to Ayr in the southwest and encompass
ing Glasgow and Edinburgh, includes 
operations from the world's top technol
ogy companies. The area is also home to 
thirteen universities and several colleges 
and vocational schools, which inject a 
constant stream of skilled workers and 
research into the region. 

The seeds for the Silicon Glen were 
planted after World War II. A small 
core of electronics companies, includ
ing IBM, built factories in Scotland dur
ing the 1950s. As heavy industries, 
such as shipbuilding, coal mining, and 
steel making, declined, Scottish offi
cials sought to replace them with com
panies focused on new technologies. 
By 1981, the government had created 
Locate in Scotland (LIS), an agency de
signed to recruit high-tech firms to the 
region. LIS offered a range of incen
tives and tax breaks to attract prospec
tive firms and assisted in everything 
from finding a site for the operations to 
recruiting employees to lining up local 
suppliers. In the intervening seventeen 
years, the Silicon Glen has attracted 
firms like Sun Microsystems, Compaq, 
Digital Equipment, National Semicon
ductor, and Motorola. In fact, five of the 
world's top eight computer makers now 
have operations in Scotland, and the re
gion contains more than 500 software 
companies. 

Although it has been successful in 
attracting manufacturing operations 

and the well-paying jobs that they 
bring, the Silicon Glen, its critics point 
out, has not really lived up to the 
promise suggested by its name. LIS has 
concentrated mainly on job-creation 
(the electronics sector currently ac
counts for some 70,000 jobs) and less 
on research and development. The lat
ter, critics argue, would be more likely 
to produce the kinds of technological 
advancements that have made Califor
nia's Silicon Valley into a mecca for 
highly profitable computer and soft
ware companies of all shapes and sizes. 

Scottish officials respond that the 
Silicon Glen has been producing a high 
level of research but that it has been ap
plied or "commercialized" outside of 
Scotland. In fact, they say, R&D is now 
increasing and efforts are being made 
to stimulate ventures that translate the 
success in the lab to success in the mar
ketplace. 

Perhaps the best example of these 
efforts is the Alba Center for semicon
ductor design. Last spring, Cadence 
Design Systems and Scottish Enter
prise broke ground on what will be a 
ninety-six acre campus near Edin
burgh. The site, scheduled to open next 
fall , will be devoted to developing the 
next generations of semiconductors. 
An important part of the Alba Center 
will be the world's first exchange for 
trading intellectual property, which is 
essential in the development of the 
high-tech products. Four local universi
ties will offer further support for the 
center by developing the first Masters 
level course devoted to chip design. 

The University of Edinburgh and 
the Scottish government announced 
plans for the Scottish Microlectronics 
Center, which will serve as an incuba
tor for Scottish start-up companies. 

Whether a state-of-the-art chip de
sign center or a business incubator can 
spark a technology gold rush in Scot
land remains to be seen. But naysayers 
should beware. Few would have ex
pected Nokia, a Finnish company, to 
top the cell phone market or SAP, a 
German software firm, to dominate the 
highly profitable enterprise resource 
planning software market. Perhaps a 
major Scottish high-tech success story 
does not seem quite so unlikely.@ 

Reported by Bruce Barnard in Brussels, 
Alan Tillier in Paris, and Peter Gwin in 
Scotland. 
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EU NE"W"S 

EU FINDS ITS ECONOMIC VOICE 

When it comes to addressing global economic issues 
internationally, the European Union has found its voice. 
On December 1, following two years of debate and dif
ficult negotiations, the eleven EU finance ministers 
whose countries are participating in the euro reached a 
milestone agreement. That voice, the agreement says, 
shall be a trio-the European Central Bank, the Council 
of Ministers, and the European Commission. 

"This was the final, difficult step completing our plans 
for introducing the euro January 1," a Commission offi
cial said. 

Clinton administration officials have criticized the plan 
as unwieldy and may try to reduce the EU's proposed 
representation in the regular, informal meetings of the G7 
finance ministers and central bankers, known as the G7 
Group. It includes the United States, Japan, Germany, 
France, the United Kingdom, Italy, and Canada. 

The eleven euro-zone finance ministers said the plan, 
while it would be discussed with allies, will go forward, 
and that EU representatives to the G7, the IMP, and other 
bodies will take up their new functions shortly. "The 
Community must speak with one voice," the ministers 
said in a joint statement issued in Brussels. 

The major obstacle among EU member governments 
had been the role of the Commission. However, a com
promise was agreed upon in late November, which Yves 
Thibault de Silguy, commissioner for economic and 
monetary affairs, termed "a good success, a satisfying re
sult." A senior diplomatic official of France-which ini
tially opposed a strong role for the Commission during 
the euro's launch-stated, "we now have a workable, 
equitable accord." 

What in EU parlance is known as "the external repre
sentation of the Community" will consist of the following: 

The European Central Bank. This has never been a 
major problem, given the startup of the bank and intro
duction of the euro. ECB President Wim Duisenberg al
ready has a seat among the fourteen finance ministers 
and central bankers who regularly attend the G 7 Group 
meetings. He also already has observer status on the ex
ecutive board of the International Monetary Fund. 

VOLUME VII/NUMBER 1 

EU Finance Ministers. Determined to ensure a 
strong government presence internationally, ministers 
agreed to propose to the non-European G7 members 
that they be represented by their president, a post 
known as Ecofin president, which rotates every six 
months among the fifteen EU members. However, if he 
or she is from a non-euro-zone member state-the 
United Kingdom, Sweden, Denmark, or Greece-the 
next euro member in line for the presidency will become 
the EU ministerial delegate. 

A "transitional" feature of the EU plan provides for the 
situation when the president is from one of the euro
zone countries but outside the G7 group. In such in
stances, those euro-zone members inside the G7-Ger
many, France, or Italy-will provide what ministers 
described as "support for the president of the Ecofin/ 
Euro Eleven on a rotating basis for a term of one year. " 
The idea is to provide "greater continuity." Thus, in the 
second half of 1999, when Finland will be in the chair, 
Germany, which presides in the first half, will work 
closely with Helsinki in helping lead the EU delegation. 

The European Commission. Its role will be "as a 
member of the Community delegation in the capacity of 
providing assistance to the president of Ecofin/Euro 
Eleven," the ministers said. Moreover, the Commission 
will be involved in other aspects of EU economic diplo
macy, notably in bilateral relations with Russia and Asia, 
for example, to the extent required to enable it to per
form the role assigned to it by the Treaty of Rome and 
other founding legislation. 

The Commission also was assigned a role in preparing 
the G 7 and other international gatherings where EU mon
etary and economic issues are being deliberated. Minis
ters agreed to "urgently" establish what they described as 
"a modern network of communications tools" so that 
preparations can be coordinated among the fifteen EU fi
nance ministers , the Commission, the ECB, and the Sec
retariat of the Economic and Financial Committee. 

France's finance minister, Dominique Strauss-Kahn, 
until several months ago argued that the EU should be 
represented at governmental level by euro-members of 
the G7 only. French Foreign Ministry officials believed it 
was not a good time to bring the Commission into the 
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proposed trio of voices. The Netherlands, Italy, and to a 
lesser degree, Germany shared the French misgivings about a 
Commission role so soon and urged a delay. 

However, Santer and de Silguy argued fervently that ex
cluding tl1e Commission was not only inconsistent with its 
role in guiding EU economic and fiscal policy, but would vio
late the spirit, if not the letter, of the EU's founding legislation. 
Outside support came from former Commission President 
Jacques Delors, who publicly stated that sidelining the Com
mission would amount to a "destabilization" of tl1e balance 
between EU bodies provided for in the founding treaties. 

Commission officials also argued that their president al
ready routinely attends the G 7 summit meetings of heads of 
state and government and that what mattered for the future 
was coordinating the various EU roles before international 
meetings to avoid what de Silguy described as "a system of 
multiple voices, potentially dissonant. " 

This is precisely what US officials fear most in the EU plan. 
Clinton administration sources indicated there were no plans to 
react officially for the time being. But these sources made it clear 
that the Clinton administration and specifically the State and 
Treasury departments do not like the December 1 agreement, 
preferring fewer, rather than more, Europeans at the closed
door meetings of the G7, the IMF, and bilateral gatherings when 
economic and financial issues are being discussed. "We support 
the EU move toward economic union and a common currency, 
and it's up to them to work this out," commented a US official, 
"but as a rule, in informal groups like the G7 finance ministers 
and central bankers, we add numbers reluctantly." 

Will the United States ask the Europeans to reduce their 
numbers? That option is being explored in Washington, but it 
was not immediately clear what the other non-European G7 
members, particularly Japan, wanted. One option was to ac
cept the EU plan, but on what one official described as "a 
transitional basis only." This would mean negotiations would 

WHAT THEY SAID 

''I am pleased to announce that the Union intends to 
commit some 400 million ecus (approximately $450 

million) from the Community budget over the next 
five years." 

-Wolfgang Schussel, Austrian vice chancellor and 
foreign ministe~ addressing the Ministerial Donors 
Conference on Middle East Peace and Development 

in Washington 

"The old ways are changing between London and Dublin. 
And this can spur the change and healing In 

Northern Ireland." 

-Tony Blair at the end of Novembe~ he becqme the 
first British prime minister to address the Irish 

parliament. 

"The competitive Interaction of the euro and dollar will 
help both the United States and Europe." 

-Alan Greenspan, Federal Reserve chairmcm 

take place in coming weeks, for as the EU ministers said in 
their December 1 statement, "Third countries and institutions 
will need to be persuaded to accept the solutions proposed 
by the European Union. " 

-Axel Krause 

GERMANY PREPARES FoR EU 
PRESIDENCY 

The new SPD-led government in Germany will take over 
the rotating presidency of the European Union from Austria 
on January 1, 1999. Echoing their winning campaign slogan, 
"We are prepared," the Schroder government announced it 
will seek to drive forward the European integration process, 
take on direct responsibility for the introduction of the com
mon European currency, and tackle unemployment as a Eu
ropean issue. 

"Our goal is a European jobs pact, with clear and binding 
goals to reduce youth and long-term unemployment," the 
new German chancellor stated in his inaugural speech to par
liament in November. 

In December, Chancellor Schroder and French Prime Min
ister Lionel Jospin agreed to put EU reform before enlarge
ment. Schroder said Germany would call a special summit in 
March to work toward the goal of completing the EU's 
Agenda 2000 agriculture reform program by next summer. 
The German chancellor reaffirmed his aim to continue work
ing on plans for EU enlargement. 

TABD MEETS IN CHARLOTI'E 

CEOs from both European and US businesses met in No
vember in Charlotte, North Carolina, for the fourth Transat
lantic Business Dialogue (TABD). Launched in 1995, the 
TABD serves as a forum for US and European businesses to 
recommend initiatives for furthering transatlantic relations to 
their respective governments. Senior officials from both the 
Clinton administration and tl1e European Commission joined 
delegates from the private sector. European Commission Vice 
President Sir Leon Brittan and Commissioner Martin Bange
mann represented the European Union. On the US side, Vice 
President Al Gore addressed a number of high-level partici
pants, and Secretary of Commerce William Daley, Trade Rep
resentative Charlene Barshefsky, and Treasury Undersecre
tary Lawrence Summers also attended. 

The TABD pledged its support for the Transatlantic Eco
nomic Partnership (TEP), a recently launched initiative de
signed to enhance transatlantic trade initiatives, both bilater
ally and multilaterally. The TABD recognized the TEP as "a 
constructive signal that botl1 Europe and the US are commit
ted to a transatlantic marketplace without barriers to trade 
and investment and wish to strengthen trade and economic 
links. " 

Next year, d1e TABD will be chaired by the Xerox Corpo
ration on the US side and Lyonnaise des Eaux on the Euro
pean side. The next CEO conference will be held in Novem
ber 1999 in Europe. 

Full details on the Charlotte conference can be found at 
the TABD's website at www.tabd.com. Details of the TEP can 
be found at www.eurunion.org. 

-Claire Bose 



NOTEBOOK: THE EU AND THE PEACE PROCESS 

The European Unio n has chosen a difficult role in the Is
raeli-Palestinian peace process. It is a tough but loyal friend 
of Israel, an advocate of a fair peace fo r both sides, a com
mitted donor to the Palestinian , and the long-term consol
idator of peace in the region. While the EU does not have a 
seat at tl1e table, it is maintaining the conditions fo r the peace 
process to move foJwarcl by conducting a massive program 
of aid to d1e Palestinians, giving Israel access to the entire EU 
market and to re~ea rch and develo pment programs, and 
building a regional mechanism for politica l dialogue and free 
trade through the Euro-Mediterranean Partnership. 

The EU and Israel. It is difficult to disentangle politics from 
d1e EU's bilateral relations wid1 Israel. Neverd1eless, d1e rela
tionship is deep and strong. According to Ambassador Jean
Paul Jesse, head of ilie Delegation of ilie European Conunission 
to Israel, the European Union and Israel were both born in the 
aftern1ad1 of World War II and from d1e same causes, namely 
untold suffering and bloodshed, d1e defeat of Germany, and 
ilie collapse of ilie colonial system. "It means,., he says, '"iliar d1e 
historic roots of Israel and Europe are interlinked." 

Following the Oslo peace accords, the importance of the 
bilateral relationship was enshrined at the 1994 European 
Council in Essen, which emphasized a "privileged partnership 
wid1 Israel. " What this means is d1at in some very imponant 
areas, Israel is treated as if it is part of the European Union. In 
1995, d1e EU-Israel Interim Trade Agreement was signed , 
which almost completely opened the EU market to Israel. The 
second area of partnership is the extension of access to ilie 
EU's public procurement marker. Israel is just beginning to 
take note of the vast oppottunities to be tapped. One sector 
in which d1ey have made inroads is public procurement of 
telecom networks, which alone is a market of $48 billion. 

The third area in which Israel is treated as a partner is re
search and development. In 1996 it signed a science and 
technology agreement wid1 the European Unio n. Further
mo re , it is the o nly non-European industria lized counny to 
parti cipate in the Founh Framewo rk Program, the EU's five
yea r R&D initiative, which ended in 1998. Despite initial in
te rnal opposition over budgetary priorities (the enny fee was 
$40 million), Israel has formally requested to participate in 
ilie Fifth Framework Program, and approval procedures are 
underway. Dr. Silvana Gregoli , first counselor for scie ntific 
affa irs at the Delegation of d1e Euro pean Commission to Is
rael, reports that Israel is involved in 350 multinational pro
jects. Given that the average composition of a typical consor
tium is four to fi ve pa1tners, Israeli participants have made 
more d1an 1,500 strong links with European partners. 

On ilie political side, the EU's suppon of Palestinian self-de
termination does not make it popular with many nationalist and 
religious segments in Israeli society, which are represented in 
the Netanyahu government coalition. Depending on d1e degree 
of extremism and religious fe1vor of these groups, they view 
me Palestinians as a threat to the security of Israel ancl/or an im
pediment to ilie rea liza tion of their Biblical land rights. 

Notwithstanding the common past shared by Israel and 
the EU, the future is even more connected by virtue of the 
common cha llenges they face in the Mediterranean regio n. 
The countries on Europe's soud1ern border, with the excep
tion of Israel, face low economic growth , high unemploy
ment, and po litica l instability. The demographics are explo
sive. High birth rates have resulted in an average po pulation 

age of sixteen years (the EU average is thirty-s ix years) and 
will lead to a doubling of the population in one generation. 
Ambassado r Jesse contends that, while Israel sees itself asso
ciated with the US, in the future, it will become closer and 
closer to Europe because of cultural proximity, shared re
gional cha llenges, and economic integration. 

The ED-Palestinian Relationship. There are three prin
cipal e lements to the European Union's relationship with the 
Palestinians. The first is politica l support. "Europe has chosen 
the role of an advocate of a fai r and comprehensive peace," 
asserts Thieny Becher, representative of the European Union 
to the Palestinian Authori ty. "We think the current situation is 
profoundly untenable and have made a political decision to 
take a strong stand on Palestinian political rights and self de
termination." This political support gives the Palestinians re
assurance that they are not alone . "Psychologica lly, it is im
po rtant for them to feel that things are not unbalanced," he 
comments. This also helps the Palestinian leadership win 
public support. "If Yasir Arafat can show that Europe sup
ports compromises, it makes it easier for him," he explains. 

The second element is providing economic assistance, 
which has played an important role in keeping the peace 
process alive. For Joseph Saba, resident representative of the 
World Bank to the West Bank and Gaza , d1e impact has been 
even more profound. '·European money has provided substan
tial if not d1e single most impottant basis for building a viable 
Palestinian economy. In doing this, Europe has provided a psy
chological counterpatt to the economic setbacks and economic 
deterioration mat has occurred here in me past seven years." 

The EU is d1e single largest contributor to me Palestinians. 
From 1994-1998, me EU conaibution (in d1e fonn of grants from 
d1e EU, member states, and European Investinent Bank) comes 
to $1.7 billion. A futther $580 million comes from EU and mem
ber state grants to d1e United Nations Relief and Works Agency 
(UN\X!RA). According to World Bank figures, me EU provides 
more d1an 50 percent of all donor money to me Palestinians. 
There are 150 projects currently under implementation in five 
impoltant sectors: social infrastructure, private sector develop
ment, institution building, civil society, and education. Aiel will 
be fotthcoming in d1e post-Wye period, says Becher. Soon after 
the Wye memorandum was signed on October 23, the United 
States called for a donors meeting, which was held recently in 
Washington. A World Bank meeting will fo llow in early 1999. 

The third element in the relationship is creating a viable 
Palestinian economy, which has thus far proved elusive 
partly because Israel maintains control over Palestinian bor
ders, and imposes some restrictions o n the movement of peo
ple and goods in reactio n to fund amentalist terrorism. The in
strument through which the EU presently seeks to realize d1is 
third goa l is the EU-Palestinian Interim Association Agree
ment on Trade and Cooperation. Signed in 1997, the agree
ment gives the Palestinian Authority open access to the EU 
marke t. Thus far, the benefits have been limited . '·The Pales
tinians have had success with some exports, for example, cut 
fl owers. but their success would be greater if they had free 
and unhindered access to the rest: of d1e wo rld," says Gavin 
Eva ns, counselor at the EU Representati ve Office to the West 
Bank and Gaza . The EU is presently engaged in resolving 
rwo trade disputes with Israel over exports from the West 
Bank and Gaza . The first involves the removal of obstacles to 
the faci litation of the EU-Palestinian Interim Association 
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Agreement. The second concerns exports from settlements, 
East Jerusalem, and the Golan Heights. 

The EU as Peace Consolidator. "There is no peace 
process ... and there is no long-term solution without Europe," 
states Ambassador ]esse quite matter-of-factly. There are two 
types of peacemaking and two types of negotiation, one to de
liver agreements and one to consolidate them. He believes that 
Europe is contributing in each of these realms. 

The US has taken the lead in reaching the treaties. However, 
according to Ambassador ]esse, "the glue to consolidating peace 
is economic cooperation. Without Europe, there can be no eco
nomic cooperation." Negotiations in the peace process have 
taken bilateral and multilateral forms. Ambassador Jesse points 
out that bilateral efforts were designed to solve past problems. 
Multilateral efforts, as illustrated in the 1991 Madrid conference, 
were designed to prepare the ground for a collective future by 
encouraging normalization of relations and cooperation between 
Israel and its Arab neighbors. To this end, following Madrid, mul
tilateral working groups were set up. Europe assumed chairman
ship of the one for regional development (REDWG) and initiated 
an ambitious program of actions. Despite a promising beginning, 
in which a number of projects were launched, the deterioration 

BUSINESS BRIEFS 

The $75 billion mega-merger between Exxon and Mobil 
shook the European oil industry and pitched the European Com
mission into its biggest and most sensitive antitrust investigation. 

Europe provided a smaller, but strategically significant, 
merger on the day the US giants confirmed their alliance, with 
Total of France unveiling an $11 billion agreed bid for Belgium's 
Petrofina to create the world's fourth-largest oil company. 

The two mergers triggered fevered speculation over copy
cat deals as both US and European companies are forced to 
rethink their strategies to cope with historically low oil prices. 

The Exxon/Mobil group is by far the world's largest oil 
company, towering over number two Royal Dutch Shell 
British Petroleum will move into third place after it com
pletes its $48 billion takeover of Amoco of the United States. 

Elf Aquitaine of France topped analysts ' polls of the com
pany most likely to launch an acquisition or merger. It was the 
frontrunner for Petrofina but balked at the asking price. Italy's 
37 percent state-owned Eni group, Europe 's fourth-largest oil 
company, is also expected to start looking around for a strate
gic partner. 

But most speculation centered on Royal Dutch Shell, with 
analysts interpreting its decision to end talks with Tex aco 
over merging their European downstream assets as a sign it 
wants to cut a bigger deal to catch up with Exxon. Chevron, 
Texaco, and Atlantic Richfield are seen as the most suitable 
partners for European oil firms . 

Meanwhile, the European Commission is preparing to in
vestigate the Exxon/Mobil deal as both companies have ex
tensive interests in Europe, especially Exxon, which is a major 
player in the North Sea oil and gas industry. 

••• 
Europe was seized by merger mania with deals spanning 

sectors as diverse as aluminum and insurance to chemicals 
and auto parts, as leading companies jockeyed for position in 
the final weeks before the launch of the single currency, the 
euro, on January 1. 

The near $10 billion takeover by Deutsche Bank, Ger-

of the peace process has put things on hold. There is, however, 
one initiative that continues to encourage normalization and con
tact on a modest scale, namely the Euro-Med Partnership. 

The Euro-Mediterranean Partnership. The European 
Union considers it's support of Palestinian self determination to 
be part of a larger vision in which Israel can flourish under con
ditions of peace and can be an engine of growth in the region. 
This long-term strategy for coexistence, economic develop
ment, and peace in the region is the guiding force behind the 
Euro-Mediterranean Partnership. Launched in Barcelona in 
1995, this is a comprehensive blueprint to establish a free trade 
area and then create mechanisms for political, economic, social, 
and cultural cooperation between the fifteen EU member states 
and the twelve Mediterranean partners (Algeria, Cyprus, Egypt, 
Israel, Jordan, Lebanon, Malta, Morocco, Palestinian Authority, 
Syria, Tunisia, and Turkey). Does the concept sound familiar? It 
should. "The Euro-Med Partnership was inspired by the EU ex
perience," acknowledges Ambassador ]esse. Considering the 
strides to integration and regional peace made by Europe in a 
mere fifty years, the Euro-Med Partnership may be ambitious 
but not impossible. 

-Shaazka Beyerle 

many's largest bank, of Bankers' Trust, the eighth-largest US 
bank holding company, dominated the headlines. However, 
other deals gave a better picture of Europe's corporate re
structuring powered by the need to compete with powerful 
US rivals in the global market. 

The chemicals and pharmaceuticals sectors set the pace as 
companies continued a consolidation process that still has a 
long way to go. The merger of the Swiss Ciba Specialty 
Chemicals and Clariant creates the world's biggest specialty 
chemicals group with a market of capitalization of $14.4 bil
lion, annual sales of $12.9 billion, and 55,000 employees in 
120 countries. 

Germany's Hoechst group and France's Rhone-Poulenc 
decided to merge their drugs and petrochemicals divisions. 
Two French rivals, Sanofi and Synthelabo, are piecing to
gether a $9.6 billion alliance. 

Meanwhile, Viag, the German energy-to-telecoms con
glomerate, was eyeing a $7.5 billion acquisition of Alusuisse, 
a Swiss aluminum group. Generali, the Italian insurance giant, 
and Commerzbank, Germany's fourth-largest bank, unveiled 
a $1.4 billion cross shareholding. Rauma and Valmet, the 
Finnish engineering groups, created one of the world's biggest 
makers of forestry equipment and paper making machinery. 

The French government also was active, transferring its 46 
percent stake in Dassault Aviation to state-owned Aerospa
tiale in preparation for a possible merger with British Aero
space and DaimlerChrysler Aerospace. 

-Bruce Barnard 
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Tech 
Firn1s 
Tackle 

By Larry Reynolds 

rowth in the European 
personal computer in
dustry outperformed 
all other world mar
kets in the third quar
ter of 1998, according 
to a November study 

by Dataquest, a Silicon Valley-based 
high-tech market research firm. During 
this period, the worldwide PC market 
grew just 13.7 percent. European sales, 
meanwhile, skyrocketed 49 percent. 

"Demand for personal computers in 
Europe is definitely on the upside of the 
growth curve," points out Chris Jones, 
program manager for Dataquest's PC 
Statistics Europe program. 

Four of the top five PC sales slots in 
Europe are held by US firms-Com
paq, IBM, Dell, and Hewlett-Packard. 
With 16.1 percent of the European mar
ket-and an overall 33.4 percent 
growth rate-Compaq is Europe's top 
selling personal business computer. 
Compaq is the number one sales leader 
in thirteen of the sixteen Western Euro
pean countries, enjoying growth rates 

Europe 

of nearly 50 percent in Belgium and an 
incredible 96.9 percent growth in Den
mark, over the past year. 

"I am optimistic that the computer 
industry in Europe will continue to 
grow at double-digit rates over the next 
year," says Kasper Rorsted, vice presi
dent, Compaq Europe. "I also believe 
that Compaq will be a major beneficiary 
of this growth." 

IBM ranks second thanks to strong 
sales of its popular notebook and Ap
tiva computers. Says Fred McNeese, 
director of international public rela
tions for IBM, "Our European opera
tions were up 16 percent during the 
third quarter 1998. There's no doubt 
Europe is a strong performer for us, 
and we expect it to continue to be a 
strong performer." 

Still relatively new to the European 
scene, Dell captured third place in the 
PC market with an explosive 86 percent 
jump in receipts compared to last year. 
Such dramatic growth "makes Europe 
a key factor in our long-term strategy," 
notes a Dell spokesperson. 

No doubt hoping that Europe 

maintains its appetite for US 

computers and software, Bill 

Gates recently donated $20 million 

to build a new computer laboratory 

at Cambridge University. 

As Europe's appetite for PCs grows, 
so does the demand for software, which 
is expected to push Microsoft's share of 
operating systems to 95 percent by next 
year. 

Interest in the Internet is also on the 
upswing in Europe with the number of 
Internet-connected computers pro
jected to jump from 13.3 million in 1997 
to 69 million connections by 2002, ac
cording to Dataquest. 

''We see the potential for very big 
business in Europe, particularly in the 
small and medium-sized business mar
kets for Internet and local area net
works," says Michael Hakkert, a 
spokesperson for Silicon Valley's Cisco 
Systems, the world's leading maker of 
Internet routers. ''We're especially ex
cited about a joint project we're doing 
with England's BP to provide Internet 
access and managed network services 
to a wide variety of smaller and growing 
companies." @ 

Larry Reynolds is a journalist based in 
Washington, DC. 

December 1 January 1998- 99 25 



f you want to visit the world's 
fourth-largest software firm, you 
will need your passport. What, you 
say, those arrogant computer 
nerds in Silicon Valley have de
clared their independence from 
the United States? 

Actually, SAP AG is a German 
company. With 1997 sales of $3.4 bil
lion, it owns 32 percent of the $10.9 bil
lion-per-year enterprise resource plan
ning software market, more than 
double that of its closest competitor, 
Oracle. In November, BusinessWeek 
pronounced SAP the third-best com
pany overall on its inaugural list of 
high-tech superstars and declared that 
Microsoft is "playing second fiddle" to 
the German software maker. 

So, when did Germany start produc
ing software powerhouses, you might 
ask? Perhaps the answer to that ques
tion can best be traced to when Hasso 
Plattner resigned from IBM. 

In 1972, Plattner, then a twenty
eight-year-old engineer, had been 
working at IBM in Mannheim, Ger
many for four years. During that era of 
business computing, software (then 
unimaginatively referred to as "com
puter programs") ran on very expen
sive, room-sized computers. Each pro-
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gram addressed a specific business pro
cess, such as financials. A company 
would have a separate program for, say, 
manufacturing. To take information 
from financials and use it in the manu
facturing program could be a compli
cated and time-consuming procedure. 
At IBM, Plattner and four colleagues 
began developing a type of computer 
program that joined a company's finan
cial and manufacturing systems, so in
formation could easily transfer back 
and forth between the two. Big Blue, 
however, passed on the idea, and the 
five left to form their own company. 

In the intervening two and a half 
decades, the basic idea that business 
applications need to be integrated has 
propelled that company-dubbed Sys
tems Analysis and Program develop
ment (SAP)-from tiny German start
up to global software giant, with 17,000 
employees and products sold in more 
than eighty countries. 

SAP's fortunes now turn on its flag
ship R/3 System, which is a type of soft
ware known as enterprise resource 
planning (ERP), but it all goes back to 
Plattner and his colleagues' original 
idea of "integration." 

"SAP reflects in software the business 
processes inside a company," explains 

Steven Smith, an SAP product marketing 
manager. 'The R/3 System integrates 
the software for the processes because 
the business processes themselves 
aren't disjointed. Accounts payable af
fects what happens in manufacturing. 
What happens in manufacturing affects 
what happens in the financial areas. At 
the same time, what happens in the fi
nancial areas affects what happens in 
sales and distribution" and so on. 

What SAP offers in R/3 is essentially 
a family of computer programs, called 
modules, that address a wide range of 
business operations and can all be eas
ily integrated or made to "talk" to one 
another. For example, using R/3, a 
CEO could get up-to-the-minute infor
mation on his company's supply of raw 
materials, compare the efficiency of as
sembly lines, analyze sales trends, and 
hundreds of other similar types of infor
mation-all from his desktop. The sys
tem can also be made to automate 
tasks, such as ordering parts from sup
pliers when stocks run low or signaling 
manufacturing that the sales depart
ment has just placed a new order. 

A company not ready for a com
pletely new system can choose to im
plement some of the R/3 modules, 
which might address only purchasing 



and manufacturing, for example. The 
same company could later choose to 
add modules if its needs change. 

As wonderful as R/3 might sound to 
a CEO looking for increased productiv
ity, the implementation can be a mas
sive and expensive process. Although 
the system is based on an off-the-shelf 
package, it contains thousands of op
tions that must be customized for each 
company. Moreover, a firm's data must 
be carefully transferred to the new sys
tem, and employees must undergo ex
tensive training to use it. Furthermore, 
R/3 doesn't come cheap, costing from a 
few hundred thousand dollars for a 
small company to potentially hundreds 
of millions for a Fortune 500 firm. 

Nevertheless, SAP has attracted cus
tomers from a broad spectrum of indus
tries, including more than half the 
world's top 500 companies. They include 
oil giants Amoco and Chevron, the phar
maceutical firm Bristol-Myers Squibb, 
the chocolate maker Hershey, the com
puter manufacturer Hewlett-Packard, 
the investment firm Janus Funds, the 
athletic footwear company Reebok, the 
automaker Volkswagen, and the photo
graphic products firm Eastman Kodak. 

Pharmaceuticals giant Eli Lilly is in 
the midst of implementing R/3 globally. 
''What we expect to achieve out of this is 
fairly simple," says David Green, the 
company's vice president for global busi
ness integration, "to reduce complexity 
and cost, better data for decision-mak
ing, increased flexibility, and ability to 
manage change." For example, he 
points out that when the system is fully 
implemented in 2002, it will eliminate 
the complications of updating databases 
that are spread all over the world. 'The 
data is entered once, and it's available 
globally," he explains. "It may be the 
only software package that would allow 
us to do what we're trying to do, that has 
the scope and scalability." 

SAP counts fellow software firm Mi
crosoft as both a customer and a part
ner. Microsoft runs its internal produc
tion systems and its financial systems 
on SAP. In tum, the German company's 
system is compatible with Windows NT 
and several Microsoft Office products, 
such as Word and Excel. 

In fact, SAP shares several similari
ties with Microsoft. Both companies 
began in the 1970s just ahead of the 
wave of innovations that have revolu
tionized computing. Both have devel-
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oped market-dominating products that 
anticipated some of the ways comput
ers would change the business environ
ment. Both are led by highly competi
tive billionaires (Plattner's net worth is 
estimated at nearly $7 billion) who have 
been hailed and reviled by their indus
try colleagues and competitors. 

Like Gates, Plattner has become the 
celebrated face of his company, turning 
up at users' conferences and speaking 
engagements all over the world. Now 
fifty-four, SAP's co-chairman and CEO is 
said to indulge a passion for exotic sports 
cars and ocean racing yachts. He is also 
known for his enormous enthusiasm and 
energy, jetting between the company's 
headquarters in Waldorf, Germany and 
its R&D operations in Palo Alto, Califor
nia as well as other SAP sites. 

While Plattner is often hailed as SAP's 
technical visionary, he has benefited 
from a talented supporting cast, includ
ing Dietmar Hopp, one of the founders 
and chairman of the supervisory board, 
and Henning Kagermann, a former 
physics professor who joined SAP in 
1982 and is now Plattner's co-chairman. 

Certainly, two major events have 
played to SAP's strengths. First, Eu
rope's move toward a single currency 
will have a tremendous effect on compa
nies that want to be among the first wave 
of European businesses to switch their 
accounting to euro-based systems. Sec
ondly, by replacing old software with an 
R/3 package, a company can solve its in
ternal year 2000 problem (which will 
occur when computer programs using 
only two-digits to identify the year will 
be unable to discern between the year 
2000 and the year 1900). Analysts say 
that companies eager to address both 
events helped drive much of SAP's 62 
percent sales increase last year. 

That growth continued into 1998. For 
the first nine months, SAP reported pre
tax profits of $703 million, representing a 
45 percent increase over last year. Sales 
increased to $3.4 billion, up 54 percent 
from last year. In August amid great fan
fare, SAP listed its shares on the New 
York Stock Exchange (its shares are also 
traded on the Frankfurt Stock Ex
change). However, by October, its share 

price had sunk more than 40 percent. 
Randal Chin, who tracks SAP for BT 

Alex Brown, a Boston-based investment 
firm, attributes the stock's decline to sev
eral factors, including the timing of its 
NYSE debut. 'The stock got listed within 
a month of the peak of the US market," 
he notes. "I think everyone is looking for 
SAP to see slower growth over the next 
several quarters." Chin sees the com
pany suffering from its own success. "As 
they get bigger," he says, "it's harder to 
grow at the rate they're used to." 

The company also faces a looming 
legal battle. In Delaware, bankruptcy 
lawyers for FoxMeyer, a US pharma
ceuticals wholesaler, filed a $500 mil
lion lawsuit against SAP, claiming that 
the R/3 system performed poorly, 
which helped push the company into 
bankruptcy. SAP officials say the suit is 
without merit and the company will vig
orously defend itself in court. 

Its legal concerns notwithstanding, 
SAP faces some difficult challenges in 
the business arena. Analysts point out 
that smaller competitors have developed 
products for market niches left uncon
tested by SAP, and competitors say that 
Plattner has fallen behind in the race to 
exploit the Internet. Chin, however, is 
not concerned. "Much like Microsoft, 
they don't necessarily want to be the 
market leader, but just when the technol
ogy reaches the curve of mainstream 
adoption, they're all over the market," he 
says. "SAP has the bulk, the resources, 
and the intelligence to catch up." 

SAP isn't sitting still. In 1998, the 
company reportedly has invested $500 
million in R&D and added some 5,000 
workers. Plattner has declared that the 
company is working to give R/3 "a 
friendlier face" that will make the soft
ware easier to install and use and re
quire less training-measures aimed at 
reducing customers' costs. Further
more, SAP has taken a page from Mi
crosoft's strategy book by making parts 
of the R/3 source code available to soft
ware developers. The company hopes 
that developers will produce a broad 
array of software applications based on 
its code, entrenching R/3 as the indus
try standard for ERP in much the same 
way Windows has become the standard 
platform for PC software. 

Perhaps Microsoft and the Silicon 
Valley have some competition after all. @ 

Peter Gwin is EUROPE's managing editor. 
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T 
here was more than symbolism or plain courtesy 
behind the triumphant visit that Palestine Au
thority leader Yasir Arafat paid to the summit of 
European Union leaders in Austria, as he flew 

back from the peace agreement hammered out with Israel's 
Benjamin N etanyahu at the Wye plantation. 

"Shukra, shukra, shukra"-thank you, 
thank you, thank you-Arafat told the 
fifteen EU heads of government at their 
lakeside summit in Portschach, Aus
tria, as he paid particular trib
ute to the role of the EU's am
bassador to the Middle East 
peace process, Miguel Morati
nos. "It is no coincidence that I 
came here immediately, to 
speak with European leaders 
who are also great friends. The 
first fruit of our agreement at 
Wye will be the opening of our 
first Palestinian airport at 
Gaza, which was built with EU 
assistance." 

Yasir Arafat told the EU 
summit that he would discuss 
with Norway the proposal for 
the EU to assume the chair
manship of the next interna
tional donors' conference for 
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Palestine, which next meets at ministe
rial level in Vienna in December. The 
EU provided $1.7 billion of the $2.8 bil
lion committed so far in international 

support funds for the Palestine Author
ity (PA), compared to $280 million from 
the US. Having been the main aid 
donor so far, the EU is proposing that 
the new round of support for Palestine 
should focus on boosting trade and in
vestment, within the broader context of 
the Euro-Mediterranean partnership, 
which is committed to building a 
Mediterranean free trade area. 

The original 1993 Donors' Confer
ence in Washington pledged nearly $3 
billion for the new Palestinian Author
ity. This aid from donors was all the 



more important because successive Is
raeli security measures, closing the 
border and cutting trade and prevent
ing Palestinian workers from traveling 
to their jobs in Israel, had serious ef
fects upon the Palestinian economy in 
the period 1994-98. In that time, unem
ployment doubled from 20.3 percent to 
42.7 percent, and the Palestinian Au
thority's GDP declined steeply year 
after year, by 4.6 percent in 1994, by 5.7 
percent in 1995, and by 7.4 percent in 
1996. 

be reassigned to finance essential 
emergency costs, including police and 
firefighters' salaries. A conference on 
future aid strategies organized in Octo
ber by the European Parliament 
stressed that a priority of the post-Wye 
situation must be to shift EU resources 
to the original development goals of 
building schools, hospitals, roads, and 
water and sewage treatment plants. 

and as Arafat told the EU summit, ''We 
will then have the right to declare our 
Palestinian state independent. We hope 
it will happen according to the agree
ments, and we believe in this partner
ship with Israel, because Palestine is 
the holy land for three religions-J u
daism, Christianity, and Islam-which 
for generations lived there together. 
This peace of the brave should enable 
us to do the same again." @ 

These grim economic conditions 
meant that some of the EU aid had to 

The hope is that next year the re
sults of the Wye talks will ease the se
curity conditions and allow Palestine to 
develop normally. The original Oslo 
agreement expires on May 4 next year, 

Martin Walker is a EUROPE contribut
ing editor and the Brussels bureau chief 
of the British newspaper the Guardian. 

Flexes Its Economic Muscle in Middle East 

P 
resident Clinton orga
nized, chaired, and se
cured the diplomatic 
success of the Wye 
meeting, which revital

ized the foundering peace 
process launched with such 
hopes at Oslo. However, the 
key to the economic viability 
of the new Palestine has 
rested overwhelmingly on 
European financial support 
and on the occasional nudge 
from European diplomacy. 

The European Commis
sion in 1 anuary threatened to 
withhold economic aid un
less Israel stopped blockad
ing the Palestinian economy. 
As the supplier of 54 percent 
of all aid funds to Palestine 
since the 1993 Washington 
donors conference, the EU's 
decision to brandish its eco
nomic weapon was a major 
challenge to Israel, which 
provoked Israeli claims that 
the EU was partial to the 
Arab side. 

Dismayed at the lack of 
progress, the EU also pro
posed that it take a full place 
alongside the US at the ne
gotiating table in an attempt 
to revitalize the stalled Mid
dle East peace process. EU 
Commissioner for Mediter
ranean Affairs Manuel 
Marin said that Europe 
wanted "both at ministerial 
level and through its special 
envoy, to participate along
side the US in all fora set up 
to assist bilateral negotia
tions between the parties." 

The EU also demanded a 
new role as chief of the inter
national economic effort in 
support of the peace process 
because it had "more experi
ence, wider links, and a con
siderable political capital
the basic shareholder must 
be the key coordinator." 

This represented the 
most ambitious EU initiative 
on the international scene 
since its unhappy attempt to 

resolve the Balkan crisis in 
1991, under the claim that 
"the hour of Europe is at 
hand." But Mr. Marin 
stressed that the failure of 
the Israeli-Palestinian talks 
was "contaminating" the 
EU's other objectives in the 
region, undermining its EU
Mediterranean agreements 
and its policy dialogue with 
North African countries. 

Moreover, Mr. Marin 
claimed that its efforts to de
velop the Palestine economy 
had been so frustrated by 
the failures to reach a politi
cal settlement and by Israeli 
security measures that "all 
Palestinian economic indica
tors point to a clear deterio
ration of living standards, 
with per capita GDP down 
by more than one-third." 
The result was "widespread 
international donor fatigue," 
and as by far the biggest aid 
donor, the Commission pro
posed a series of conditions 

to be met before the EU 
agreed to continue its aid 
program, which expired at 
the end of 1998. 

That deadline was an im
portant impetus for the Wye 
talks, which closely followed 
the EU agenda. The most 
controversial EU condition 
was for an end to the secu
rity measures imposed by Is
rael to seal off Palestinian 
territories from the outside 
world, along with a demand 
that "the Palestinians must 
have open trade access to 
the outside world, including 
Israel." 

"Contrary to claims that 
Israel's security demands 
stiff restrictions on the 
Palestinian economy, Pales
tinian economic develop
ment will be Israel's best se
curity guarantee, both in the 
long and short-term," said 
Mr. Marin. 

-Martin Walker 
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Miguel Angel Moratinos, the EU special envoy to 
the Middle East peace process, spoke with EUROPE 
Editor-in-Chief Robert]. Guttman while in Washing
ton, DC attending the Wye River peace talks on the 
Middle East. The special envoy discusses the large 
role that the EU is playing in the Middle East. 

What exactly is the European 
Union role and your role specifi
cally in the Middle East? 
Since my appointment, the American 
administration has understood and has 
acknowledged that Europe has to be 
much more integrated and much more 
involved in the Middle East peace pro
cess. We started this new concept of 
'complimentarity' between the Euro
pean Union and the US in order that to
gether we could push forward the 
peace process. We have to recognize 
that American public opinion, in gen
eral, and American academicians and 
think tanks consider Europe to be a 
second or third actor on the peace pro
cess, but it is not true. The Clinton ad
ministration has acknowledged that Eu
rope not only has political interests, but 
also has certain instruments that make 
European participation as necessary as 
ever. There has been constant progress 
in the attitude of the United States to-
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ward a much more substantial role for 
the European Union. 

Why is the EU involved in the Mid
dle East peace talks? 
Europeans are the ones who organized, 
financed, formed, and gave the final 
blessing of the Palestinians' first demo
cratic election in the whole history of 
the Palestinian people. And that has 
been considered a certain economic 
contribution of the Union. 

Without the $1.7 billion in EU, 
member state, and EIB grants and a 
further $580 million to the UN Relief 
and Works Agency, it would be impos
sible to consider that the peace pro
cess could be still alive. We Euro
peans are succeeding in maintaining 
the daily life of the Palestinians. We 
have been delivering to the Pales
tinian Authority and Palestinian peo
ple 70 percent of the total amount of 
international aid they receive over the 

last five years. Now this economic as
sistance has to be renewed this year. 
We are now at the end of five years' 
commitment and disbursement of the 
European Union assistance. From 
1994 to 1998 was our five-year pledge. 

And in those five years, the EU has 
given more than $2 billion? 
Yes. We already have told the Palestini
ans that there will be the same amount 
of financial resources in the future. We, 
of course, have now told the Palestini
ans we need much more efficiency in 
the disbursement and in the use of 
these funds. That goes not only in try
ing to get much more transparency, 
much more accountability, but also to 
get-from the Israeli point of view-a 
better development of the Palestinian 
economy. We want the Palestinian 
economy to have autonomy. A real 
Palestinian economy should have the 
right to export and import without any 
kind of obstacles. That is the way to at
tract investment from the private sector. 

Is the EU the largest provider of 
economic assistance to the 
Palestinians? 
We are the largest, and for that reason, 
we are claiming that we have to play a 
much more important role in the 
mechanism of the international coordi
nation of this aid. We are in contact 
with the Americans in order to set up 
better mechanisms in order to make 
much more efficient the international 
assistance to the Palestinians. 

Would you consider the Europeans 
to be the bankers to the Middle 
East? 
We are not the bankers, but as Uean 
Claude Juncker] the prime minister of 
Luxembourg [said] during Luxem
bourg's EU presidency,"Europeans 
want not to be the payers, we want to be 
the players." And that is what we are try
ing to convince the parties. We're trying 
to convince the Americans that Europe 
is not going to be asked to pay the check 
and then going to forget about the con
sequences of where the money is going. 
So, in order that the money is very well 
used, we ask for much more involve
ment in the political negotiations. 

Who is administering the aid to the 
Palestinians? 
The European Commission has very 



strict rules and mechanisms to monitor 
all the projects and all the different pro
grams that have been established be
tween the Palestinians and the Euro
pean Union. We have hospitals and 
schools; there are some financial re
sources that go for the payment of 
salaries of teachers, doctors, and police. 

Without the EU financial support 
would the Palestinians be in bad 
shape? 
They would collapse. That's true. We 
are the "ministry of social security af
fairs" of the Palestinians. So, that's what 
we are saying, that we don't want to 
continue to just witness a situation that 
doesn't take off. We want the Pales
tinian economy to take off. The time 
has come for real development and a 
political dimension, the economic di
mension of the Palestinian people. The 
international community and the Euro
pean Union cannot continue forever in 
this situation because even as we have 
disbursed more than $2 billion, the 
Palestinian income per capita has de
creased 30 percent since 1993. So, we 
can imagine that, if there is not this as
sistance, it would be a real disaster. 

We are using certain mechanisms 
with the Israelis. We have established 
what we call a joint dialogue with Israel 
to overcome difficulties with the Pales
tinian economy in order to facilitate the 
export-import of Palestinian products 
and the flow of people and products from 
West Bank in Gaza to Israel and to the 
outside world. We hope that this joint di
alogue between the European Union and 
Israel will produce better results. 

Many people in the US think that 
the European Union is pro-Arab. 
How do you counter that? 
That's the old slogan. What I found in 
certain circles in the United States is 
that it's a paradox. There is a society 
that is looking toward the future with 
fantastic new technology and new ca
pacity to adapt to the new challenges of 
the twenty-first century. But certain 
people are still living in the beginning 
of the century or the 1960s or 1970s 
and do not consider any changing in 
Europe and nothing changing in the 
world. Europe now is starting to estab
lish a common foreign and security pol
icy. They have a special envoy. And it's 
neither pro-Arab nor pro-Israeli. I will 
quote British Prime Minister Blair, dur-

ing his visit to the region, saying that 
the European Union is not pro-Arab, 
not pro-Israeli, not pro-Palestinian, it's 
pro-peace. And we want to have this ca
pacity and this right to say to the people 
what we consider is fair, what we con
sider is balanced, and what can really 
give the parties a better living in the fu
ture. The point is that sometimes our 
positions aren't as legally correct as 
they are morally and ethically cor
rect ... but it doesn't mean that we are 
pro-Arab or pro-Israeli when we have to 
say something that we don't consider is 
in the benefit of the peace process. 

How are your relations with Dennis 
Ross and the other United States 
Middle East negotiators? 
They are very, very good. We are on 
the phone every week, and we meet 
every time when we are both in the re
gion. When I come here, we have in
tense talks, and we coordinate quite 
well. The point is that sometimes we 
consider as Europeans that we could 
even play a much more active role and 
that we could even be more useful for 
the action. We could be much more in
tegrated in the political talks. 

What needs to be done after the 
Wye accord? 
A possibility is a political event-a 
kind of gathering that would put all the 
parties clearly involved, as they were 
involved in Madrid or in Oslo, for the 
spirit of going together as partners for 
the future of the Middle East. Some
thing of this category is needed. It's 
not only a ceremony with certain pro
tocolarian signatry, but we need some
thing much more involving the parties, 
the regional parties, the European 
Union, the United States, in order that 
altogether you recuperate the new 
spirit and the old spirit of Madrid and 
Oslo. 

Please explain the Barcelona 
process. 
The Barcelona process is the real asset 
of the European Union. It is the only 
asset where we have together all the 
Arab countries sitting together with Is
rael and trying to look toward the fu
ture-a future on the economic field 
that could build a free trade area from 
the year 2010, a future of dialogue be
tween culture and stabilization that 
would work. 

What kind of relationship do you 
have with Israel? 
When we support the peace process, 
we are supporting not only the inter
ests of the Arab side, but also the inter
ests of Israel. And in this interest of Is
rael, we Europeans will be the first to 
recognize the security interests of Is
rael are paramount for European for
eign policy. 

With this purpose, we have created 
security comity with the Palestinians in 
order to fight terror, and that is also of 
benefit to Israel. Thanks to the Euro
pean Union, Israel has been establish
ing new relationships with Arab coun
tries. I personally participated in 
establishing diplomatic relations with 
Mauritania, Morocco, and Tunisia. So, 
Europe has a tremendous role, a real 
decisive role for Israel, and for the fu
ture of Israel. There are problems be
cause there are misperceptions be
tween the two sides. But the time has 
come for a frank and clear dialogue be
tween Israelis and Europeans. And 
both have a common future and this 
common future comes through this 
Euro-Mediterranean partnership, 
where Europeans and Middle East, 
North African people have to share the 
future together. And that is the real 
goal for Europeans and Israelis. 

What about Iran? 
We are quite satisfied that the new lead
ership of Iran is trying to establish 
mechanisms of cooperation and dia
logue with the Western world. That's 
what has been said about Europe for 
many years, and we are happy now that 
there are certain voices in the United 
States that also understand now that it 
is better to have a dialogue than to have 
sanctions. That is the way the Euro
pean Union has tried to establish a rela
tionship with Iran. Iran plays a role in 
the peace process. 

Whafs the main problem in the 
Middle East? 
The main problem is the lack of trust 
and the lack of confidence between the 
parties. That's why the European Union 
plays a key role, because we have a 
good relationship with both sides. 
When I say "both sides," I mean the 
Arab world and Israel. The confidence 
of the parties is fundamental, now to 
create a different atmosphere between 
the parties. @ 
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Bridge, which linked Berlin and Pots
dam, changed into a steel border that 
barred the way for nearly thirty years. 
The red-and-white barriers at either 
end of the bridge were raised only a few 
times, when the East and West ex
changed secret agents. In 1962, the So
viet Union's top spy Rudolf Abel and 
American U2 pilot Gary Powers walked 
past each other on the bridge. 

After many years away and many 
other bridges crossed, I visited the 
Berlin region again for the first time 
four years ago. It felt strangely unreal 
to be standing on the Glienicke Bridge, 
with its marvelous views of the Havel 
on either side, like a scene remem
bered from a dream. That feeling per
sisted driving through the streets of 
Potsdam. The occupying forces had 
just left, and the town's beautiful villas 
had a deserted look. 

That has now changed. Potsdam has 
come back to life, with renovations and 
new building going on everywhere. 
The many mansions are being discov
ered as ideal premises for embassies 
and consulates. Along the water's edge, 
a villa complex of exclusive condomini
ums is under construction. In the town 
center, the identical rows of houses 
with their finely structured facades and 
clean, uncluttered lines, built 250 years 
ago, are attracting trendy little cafes 
and restaurants and stylish shops. For 
example, the gabled houses in the 
Dutch quarter, the largest such settle
ment in Europe outside the Nether
lands, specialize in art objects and mod
em design. 

Visual appeal, at the high end of the 
market, is what Potsdam has always 
had to offer, ever since Frederick 
William, the "Great Elector" of Branden
burg, chose the marshy site in 1660 as 
his second residence after Berlin. He 
had the swampland drained and began 
building. The various Hohenzollern 
kings who followed, all seemed to share 
their ancestor's flair for town planning, 
and in just more than two centuries 
turned Potsdam into a showpiece exam
ple of how to marry architecture and 
landscape design. So harmonious and 
extraordinary is the union that in 1991 
UNESCO added Potsdam to its list of 
World Cultural Heritage sites. 

The main attraction for visitors still 
remains Frederick the Great's rococo 
summer residence, Sanssouci. The cor
nerstone of the "carefree" palace, quite 
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modest by the Prussian court's stan
dards, was laid in 17 45, and two years 
later the single-story building was fin
ished. It is a gem in a perfect setting: 
From the park below, you can look 
across the great central fountain up 
past the six vineyard terraces on which 
the palace was built and beyond it to a 
windmill and a carefully planned back
drop of artificial Roman ruins. 

The 730-acre park which surrounds 
Sanssouci contains several other 
palaces, such as the New Chambers, 
used as a royal guest house, and the 
monumental red brick New Palace, in
tended as living quarters for the royal 
family. The vast park also hides some 
delightful surprises, like the fantasti
cally ornate Chinese teahouse with its 
gilded Chinese figures, a N ep-

dimmed the lights at Babelsberg, and 
although production did not grind to a 
complete standstill, it took until 1992, 
when the French company Generale 
des Eaux (CGE) bought the old studio 
lots, for the cameras to start rolling in 
earnest again. 

Today, Babelsberg Studios are part 
of a rapidly growing Media City, which 
has attracted more than 100 different 
media companies so far, including 
Columbia TriStar, multimedia firms, 
dubbing studios, casting, advertising 
and photo agencies, animation, stunt 
and special effects companies. It now 
features the largest soundstage in Eu
rope, the largest, high-tech sound stu
dio, and a treasure trove of props and 
costumes mentioned in the Guinness 

Book of World Records. Stars like 
tune grotto, and a set of "an
tique" Roman baths built in 
the nineteenth century. 
The Orangerie, an Ital

Potsdam 
Juliette Binoche, Catherine 

Zeta-Jones, Willem Dafoe, 

h •redanew 
cha]ter now, where 

the racus is no IOIQier 
on the past, 

ian Renaissance style 
guest house for YIP's, a 
formal Sicilian Garden, 
French, Dutch, and En
glish elements were all in
corporated into the land
scape with seamless ease and 

and John Hurt are speak
ing their lines where Di
etrich once crooned 
"Falling in Love Again." 

The public has not 
been forgotten, either. 

but Ute The Babelsberg Studio 
Tour, with a crowd-pleas

ing look at how movie magic 
is created, has become one of the 

most popular tourist attractions in 
Potsdam. 

future. 
are worth taking a day to discover. 

In the smaller, more recent New 
Garden stands the last Hohenzollem 
residence, the Cecilienhof Palace. Built 
between 1913 and 1917, it is an ivy
covered, half-timbered manor house 
set in an English garden. British Prime 
Minister Winston Churchill probably 
felt very much at home there when he 
met with President Harry S. Truman 
and Soviet Premier Josef Stalin in the 
summer of 1945 for the historic Pots
dam Conference, which set the condi
tions for the postwar occupation of Ger
many and Austria. 

Potsdam has seen a lot of history, 
but its story has entered a new chapter 
now, where the focus is no longer on 
the past, but on the future. A striking 
example of that new outlook is the re
vival of one of Europe's oldest and 
biggest film studios in the Potsdam 
suburb of Babelsberg. In 1912, produc
tion began there in an ingenious glass 
studio designed for shooting with natu
ral light. Babelsberg is where Fritz 
Lang filmed Metropolis, where Marlene 
Dietrich showed off her legs in The 
Blue Angel, where Ernst Lubitsch and 
Billy Wilder worked. World War II 

Media City Babelsberg has plans to 
keep growing until the year 2005. In 
2001, another major project will reach 
full bloom in Potsdam. It will host the 
National Horticultural Show, (known as 
the Bundesgartenschau, or BUGA, if 
you are German). Bornstedter Field, a 
former military site, will be trans
formed into the main exhibition 
grounds, with a glass-domed central ex
hibition hall, around which a new resi
dential district of about 4,000 homes 
are being built. All over town, the 
show's theme of "Landscape Gardening 
-Past, Present and Future" will be 
demonstrated in new parks, squares, 
gardens, and agricultural plots. 

Potsdam is already a green and lovely 
place, but it has no intention of resting 
on its laurels. It sees the run-up to the 
garden show as an opportunity to dove
tail urban development with landscape 
design-in other words, to keep on 
doing what it has always done best. @ 

Ester Laushway is EUROPE's Paris 
correspondent. 
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VIENNA 

CHRISTMAS MAGIC 
ENVELOPS THE CllY 

An evening stroll past Vienna's city 
hall, the Rathaus, during the 

Christmas season is like stepping into 
a children's fairy tale. The spires of the 
Rathaus tower over ornately decorated 
Christmas trees and festoons of white 
lights give the scene an ethereal 
appearance. 

Since its founding 700 years ago, a 
trip to the Christmas market in the 
square and park in front of the 
Rathaus has become a holiday tradi
tion for both residents and visitors of 
the Austrian capital. Small wooden 
booths stand side by side, brimming 
with handmade Christmas decora
tions, tasty confections, and the latest 
in gift ideas. 

The Magic of Advent and Viennese 
Christkindlmarkt is open between 9 am 
and 9 pm from November 14 to Decem
ber 24, and overflows with visitors each 
evening as Christmas nears. 

In Austria, like many parts of Europe, 
the emphasis is on Christmas Eve, when 
families decorate their Christmas trees 
with candles, ornaments and tinsel, and 
the Christkind (Christ Child) makes his 
annual visit, bearing presents for the 
family. 

Food and drink play an important 
role in the Christmas market celebra
tions, as visitors warm up with a cup of 
Gliihwein (spiced mulled wine) or Pun
sch (spiced rum and orange juice). 
Decorated gingerbread hearts on satin 
ribbons dangle from many booths, and 
the aromas of roasting chestnuts, bak
ing potatoes, and spicy sausages fill 
the air. 

Youngsters aren't forgotten in the 
festivities. A tiny train chugs around the 
Rathausplatz, and a nostalgic merry-go
round twirls in the park fronting city 
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hall. Inside the neo-Gothic building, chil
dren can make gifts or bake cookies as 
they wait for their parents to finish their 
shopping. 

Across the street at Cafe Landtmann, 
the fa<;:ade is decorated like a giant Ad
vent calendar, and a new scene is re
vealed each day during the countdown to 
Christmas. 

Other famous Viennese Christmas 
markets can be found in the Spittelberg 
section of the city, and at Schonbrunn, 
the summer palace of the Hapsburg fam
ily, which ruled the Austrian Empire for 
centuries. 

Spittelberg, an area of narrow lanes 
and charming Baroque houses, has be
come something of an artist quarter, and 
from November 19 till December 23, the 
artisans open up their shops at night for 
holiday shoppers. Meanwhile, scores of 
others set up booths outside, selling 
handicrafts, food, and drink. 

The courtyard outside Schloss Schon
brunn also turns into one big Christmas 
market, with stands selling gifts and 
food. Advent concerts are regularly held 
on the grounds, and an exhibition of na
tivity scenes is held within the palace. 

-Susan Ladika 



MADRID 

SPANIARDS TEST EURO COINS 

A neighborhood in the southern Span
ish city of Malaga got a brief peek 

into the financial future of Europe re
cently when the central government 
trucked in $1.8 million in euros and al
lowed the 12,000 residents to spend the 
coins in an unprecedented experiment 
lasting four days. 

''We are trying to determine what 
kind of problems may develop" when the 
euro officially arrives 

in 2002, said Fi
nance Minister Ro
drigo Rato, as he bough 
euro coins at a bank and then went off to 
spend them in shops and bars in the 
Churriana neighborhood where Ernest 
Hemingway once owned a home. 

For the experiment, residents were 
allowed to purchase as much as 4,600 pe
setas ($32 dollars or 27.38 euros) worth 
of the specially minted coins in packages 
of 1,600 and 3,000 pesetas and almost 
200 stores, bars, and restaurants agreed 
to accept payment in the coins. 

Authorities said they decided to use 
euro coins instead of bills for security 
reasons. 

Shop windows displayed prices in 
euros and pesetas, and many of the lo
cals said they were excited at being able 
to take part in the historic test of the 
new, single European currency. The 
euro is to be launched this January 1, but 
coins and bills will not be issued publicly 
until January 2002. 

Officials in charge of the test said that 
while similar experiments have been 
held in other countries that have signed 
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on for the euro, this time it was more ex
tensive because many more business es
tablishments were taking part. 

They also distributed coins in such a 
manner that coin collectors could not 
swoop into town and buy up all the euros 
as curiosities, as happened in earlier ex
periments in France and Italy. 

After initial misgivings and a few 
headaches and glitches, most Churri
anna residents seemed ready to embrace 
the euro-future. 

'This is a mess, but it's what we have 
to do," one elderly woman commented 
to reporters as she pecked away at a cal
culator to figure out the price in euros of 
250 grams of clams. 

Unlike residents of some of the 
eleven European Union nations that will 
adopt the euro, most Spaniards are 
eager for the single currency to succeed 
and predict it will mean increased in
vestment, stable financial markets, a 
boost in trade, and more prosperity all 
around. 

- Benjamin jones 

PARIS 

THE EURO BUS ROLLS INTO TOWN 

0 n October 2, a large, shrouded object 
on the banks of the Rhone River 

where it flows around the broken bridge 
of Avignon gathered a sizeable group of 
curious onlookers. What could be under 
the blue cloth decorated with yellow 
stars? A particularly shy elephant? No cir
cus was in town, but there was a cluster 
of dignified men and women in dark suits, 
each of them holding a pair of scissors. 

A few speeches later, the mystery was 
unveiled. The blue and yellow ribbon bar
ring access to the bulky lump was 
snipped into little pieces by the local dig
nitaries-some sticking them jauntily into 
their buttonholes- and the blue shroud 
slipped away to reveal a London double
decker bus, repainted in the trademark 
blue and yellow of the European Union. 

This is the Euro Info Bus, the first 
and only one of its kind-a rolling am
bassador taking the message of the euro 

A CONSERVATIVE 
APPROACH TO STOCK INVESTING 
T. Rowe Price Equity Income 
Fund, one of our most conser
vative stock funds, has outper
formed its Lipper Category 
Average. To seek substantial 
income and long-term capital 
growth with reduced risk, the 
fund invests in dividend-paying 
stocks of established companies. 

Past performance cannot 
guarantee future results. No 
sales charges. 

ASK 

ABOUT 

OUR 

Call 24 hours for your 
free investment k1t 
including a prospectus 

~~TH 1·800•541•8312 
www. troweprice. com 

How $10,000 Invested 9/30/88 
Would Have Grown vs. Competitors 

• Equity Income Fund 
Ill Lipper Equity Income Funds 

Average 

2.38%, 16.99%, and 14.23% are the fund's average annual total returns for the 1-, 5-, and 10-year periods ended 9/30/98, 
respectively. Figures include changes in principal value, reinvested dividends, and capital gain distributions. Investment return and 
principal value will vary, and shares may be worth more or less at redemption than at original purchase. (Source for Lipper data: 
Lipper Analytical Services, Inc.) 
Read the prospectus carefully before investing. T. Rowe Price Investment Services, Inc., Distributor. EIF044712 

December I January 1998-99 37 



to the people of southern France. Until 
the European Parliament elections on 
June 13, the bus will visit more than sixty 
towns and villages located along the 
lower reaches of the Rhone River. Avi
gnon was the starting point of what will 
be a 180-day road show, during which 
1,000 visitors a day are expected to 
board the bus-perhaps a touch opti
mistic estimate, since the entire popula
tion of the smaller stopover points, like 
the village of Buis-les-Barronies, for ex
ample, famous for its goat cheeses, has 
just twice that number. 

On the inaugural day, however, atten
dance figures lived up to expectations. 
Local officials and bystanders jostled 
each other through the door and 
jammed the lower level, which is a com
bination documentation center and cy
berspace port, with two screens linked to 
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one of the earliest and best established 
banks in the region, contributed a size
able portion of the $185,000 needed to 
refurbish the bus, a 1965 collector's item 
from British Leyland. 

That the vehicle chosen to spread the 
word on the euro in southern France 
should be a bus made in the United 
Kingdom, an EU country that has opted 
out of the first wave of EU members 
adopting the single currency, is an irony 
not lost on Cyrille Perez. He says that 
the London bus was chosen deliberately. 
"For us it was a bit of a clin d'adl-a sym
bolic wink-precisely because the UK is 
not part of the first group of countries to 
accept the euro. Practically speaking, the 
advantage is that the double-decker has 
double the space of any French bus. It's 
an eye-catcher as well, particularly with 
its blue and yellow paint job, which at-

The Euro Info Bus acts as a rolling ambassador for the new currency. 

the official euro and European Parlia
ment Internet sites. On the upper level, 
so many visitors tested the twenty-six
seat conference center that the bus 
swayed alarmingly under the onrush. 

The Euro Info Bus is the husky baby 
of Europhile Cyrille Perez, president and 
co-founder of the Maison de l'Europe 
d'Avignon et de Vaucluse, the agency of
ficially representing the European Com
mission in the Avignon region. His idea 
of taking the euro on the road was at 
once supported by the European Parlia
ment, which realized that it would also 
be an excellent opportunity to inform 
people about the Parliament's role and 
the upcoming June 1999 elections. Re
gional and local authorities also under
wrote the project, and the Banque Chaix, 
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tracts attention wherever it goes. Once 
people come to have a look at it, we can 
then inform them about the euro and the 
European Parliament." 

The French public, when questioned 
in biannual government opinion polls, 
shows an average awareness of what the 
euro is (roughly converted, one euro 
equals 6.5 francs or $1.17) and what it 
will mean to Europe, and 65 percent are 
currently in favor of the single currency. 
That still leaves a healthy number wait
ing to be convinced to hop on board the 
Euro Info Bus. After southern France, 
there is the whole rest of the country, 
and in the UK, British Prime Minister 
Tony Blair has now spoken out in favor 
of the euro. This bus could run and run! 

-Ester Laushway 

LISBON 

SUMMIT EMPHASIZES LATIN 
AMERICAN CONNECTION 

Nineteen ninety-eight has been Portu
gal's annus mirabilis-year of 

wonders. 
First, there was the new bridge, the 

longest in Europe, over the river Tagus 
in Lisbon. Then came Expo '98, a five
month festival that attracted 9 million vis
itors and was the spur for the regenera
tion of a swathe of Lisbon's scruffy 
eastern end. Moreover, in October, Por
tugal's second city, Oporto, hosted the 
!hero-American summit, attended by 
leaders from Brazil, Spain, and twenty 
other Spanish-speaking nations. On the 
face of it, this gathering was more media 
spectacle than working conference. Hun
dreds of journalists spent much of their 
time swarming around Cuba's aging 
president, Fidel Castro. 

As host of next year's summit, Castro 
was last to speak, seizing the chance to 
list the failings of global capitalism. How
ever, this was not just a platform to re
hearse well-known views. 

Spain and Portugal, the only Euro
pean Union members attending, are 
seeking to boost their influence within 
the EU and see continuing links with 
their former colonies as a trump card. 
They can act as transmission belts for an 
exchange of views between Latin Amer
ica and the EU, outside formal talks on 
boosting trade between the two regions, 
such as the summit scheduled for next 
June in Rio de Janeiro. 

Until the economic slump in Asia, 
which has had knock-on effects in Brazil, 
Latin Americans mainly relied on Spain 
and Portugal to help smooth trade talks. 
But amid a wider sense of crisis, the EU 
states came away from the Oporto sum
mit bearing-more or less willingly-the 
responsibility of representing Latin 
American interests in other bodies such 
as the International Monetary Fund. 

In an unscheduled address, Por
tuguese Prime Minister Antonio Guter
res envisaged "a new system of collective 
responsibility in reforming world institu
tions." He argued that "there's no point in 
imposing a program of structural adjust
ments that causes a country to collapse." 

From 1999, the Latin Americans will 
have formal means to check that Spain 
and Portugal are keeping to their 
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pledges. The decision to create a secre
tariat was the summit's most important 
move, though the most irritating for the 
US was the unanimous condemnation of 
its trade embargo against Cuba. 

-Alison Roberts 

DUBLIN 

BRITISH AMBASSADOR'S 
HOME FOR SALE 

P erhaps it is Prime Minister Tony 
Blair's illustration of money-saving 

"downsizing" or part of the inevitable 
British Foreign Office cutbacks result
ing from the Good Friday Peace Agree
ment in Northern Ireland. Perhaps it's 
the prospect of security problems linked 
to a new motorway that will shortly knife 
through the rolling 
grounds. Perhaps it's 
the creeping growth 
of new homes 
rapidly invading the 
privacy of the once 
green outer Dublin 
suburbs. 

In any event, the ' 
decision to sell the 
sprawling Victorian 
residence (which has 
been home to thir
teen British ambas
sadors to Ireland 
since Queen Eliza
beth II became 
monarch) ends an 
era in British-Irish 
diplomatic relations. 

Glencairn, which 

"It's 
mv first time 

inside the 
house, but 
I've been 

outside 'lhe 
gates many 
times-on 

protest 
piclmts r' 

has been the British ambassadorial home 
since 1953, dates back to 1840-then a 
modest house set in a large country es
tate. When the owner died in 1881, it was 
sold to a colorful and controversial Irish 
judge. When he died in 1901, his family 
decided to sell it to an equally colorful 
American politician, Richard "Boss" Cro
ker, of New York's infamous Tammany 
Hall-the city's Democratic organization. 

He took up residence on July 28, 1904 
and promptly added an adjacent forty
stall stable to the property. (There is no 
record of how much "Boss" Croker paid, 
but a very small portion of the estate was 
sold that same year to the neighboring 
Leopardstown Racecourse for only about 
$15,000.) 
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The "Boss" immediately set about 
transforming the house and grounds, 
lavishing some $150,000 on the property. 
Landscape architect William Shepherd
who had laid out St. Stephen's Green, 
still one of Dublin's loveliest parks-did 
a similar job on the formal gardens. 

The "Boss" had a passionate love of 
horses and horseracing. Derby winner 
Orby-the only three-year-old in racing 
history to win three Derbies (the 1907 
Epsom, Irish, and Baldoyle events)-and 
his dam, Rhoda B. Marble, are buried in 
an equine cemetery in the grounds with 
suitably inscribed headstones commem
orating their feats. 

When "Boss" Croker died on April29, 
1922, his American wife stayed on until 
1928, then returned to the United States. 
She allowed her brother to live there, un
fortunately without the means to main
tain the property. It became sadly ne
glected and, with its then 375 acres, was 
sold to pay the accumulated debts. 

In 1939, the final link with the flam
boyant "Boss" Croker was broken when 
his remains were removed from a mau
soleum near the house and reburied in 
nearby Kilgobbin churchyard. The mau
soleum was demolished, and a bar owner 
bought the estate for roughly $12,000 
and sold the stables and horses to a 
horseracing trainer for the same price. 

The new owners gave some of 
Dublin's most lavish parties before the 
publican's young wife died in tragic cir
cumstances. Her grief-stricken husband 
became a recluse, and in 1953, the house 
was auctioned. 

The then British ambassador, after 
inspecting seventy houses, decided to 
purchase the house and its thirty-nine 
acres for about $44,000. (The house and 
grounds are now valued at around $51 
million.) 

The high walls and large grounds 
made it a reasonably secure home, al
though a high security fence had to be 
erected around the house and gardens 
in 1976 after the then British ambas
sador, Christopher Ewart Biggs, was 
killed by an IRA terrorist's bomb as he 
was driven from the residence to his 
downtown embassy. 

Veronica Sutherland, who has played 
host to thousands of Glencairn visitors 
since arriving in 1995 (including "house 
guests" Prince Charles and Northern Ire
land Secretary Mo Mowlam), is the last 
British ambassador to reside there. Mrs. 
Sutherland is due to leave shortly to be-

come deputy secretary-general of the 
Commonwealth. 

The next ambassador, Ivor Roberts, is 
expected to take up residence in a more 
modest home in central Dublin. 

The sale of Glencairn will see an end 
to more than a little bit of British-Irish 
history, including one of the highlights 
of Dublin's social calendar-Queen 
Elizabeth's official birthday party held 
each June in the house and surrounding 
gardens. 

At the height of British-Irish "political 
difficulties," some Republican-leaning 
Irish politicians snubbed that garden 
party and other events. However, in the 
wake of the Northern Ireland peace set
tlement, many of those same protester
politicians have accepted invitations. 

One such gentleman, abandoning his 
former principles and viewing the splen
dor of the interior grandeur as he sam
pled the queen's hospitality, told me, 
"It's my first time inside the house, but 
I've been outside the gates many times
on protest pickets!" 

-Mike Burns 

BRUSSELS 

EUROPALIA IS RELAUNCHED 

0 ne of Europe's finest cultural festi
vals-the Europalia-has risen 

from the dead. Starting in 1969, Brussels 
had, every other year, acted as host to a 
major series of events lasting three or 
four months. For the last five years, the 
festival has been dormant. 

Now it has been relaunched with a 
stunning program of Czech theater, film, 
opera, dance, pictorial art, and orchestral 
and chamber music. Opened in late Octo
ber by a leading Czech playwright
Czech Republic President Vaclav Ravel
the festival continues until January 17. 

The original idea of the Europalia was 
to act as a showcase for the cultural 
achievements of each of the European 
Union member states. Starting with Italy, 
it had worked through all the existing 
members by the late 1980s, except for 
Ireland and Denmark, neither of which 
showed an interest in mounting a festival. 

It was then decided to open it to other 
nations-starting with Japan, which at
tracted an attendance of more than 1.5 
million people to a staggering array of 
events in 1989. Four years later, Mexico 
put on an equally impressive show, but 
then the problems began. The Soviet 



Union had been next in line, but its col
lapse and Russia's hesitation to take over 
the commitment led to a gap that the 
Turkish government offered to fill. 

When it was not ready in time for 1995, 
the festival was put off for a year and was 
then canceled with much mutual ill feeling 
after Belgian politicians had criticized 
Turkey's human rights record and the 
treatment of its Kurdish minority. This left 
the organizers to carry heavy financial 
losses, and it looked as though Europalia 
had reached the end of the road. 

Yet dedicated work by the organizing 
committee, and ruthless cost-cutting
the budget for the Czech festival is less 
than one-third of the $28.7 million de
voted to the Japanese event-has en
abled the event to be resurrected. The 
Czech Republic, as a candidate member 
of the EU, was anxious to advertise its 
wares, and two other candidates-Hun
gary and Poland-have already booked 
themselves for 1999 and 2001. 

Large numbers of foreign visitors are 
flocking to Brussels and other Belgian 
cities to enjoy the current program of 
events. There is still time to book for the 
later performances and exhibitions. De
tails are available on the Internet at 
www.europalia.com. 

-Dick Leonard 

STOCKHOLM 

ELECTIONS YIELD 
UNSTEADY COALITION 

While it may appear to be politics as 
usual in Sweden, with the Social 

Democrats continuing to run a minority 
government, the national election results 
have shaken the party to its core. 

For the first time, the Social 
Democrats were forced to form a formal 
alliance with the Left, and have taken the 
Greens into the inner circle as well. 

The Social Democrats won just 36.5 
percent of the vote on September 20, a 
showing even Prime Minister Goran Pers
son acknowledged was "a catastrophe." 

However, Persson chose not to resign 
and to retain a minority government. Al
though legal under the Swedish constitu
tion, the political opposition blasted the 
decision, saying that the government 
clearly did not have a mandate. 

However, while there may still be 
only Social Democrats in the govern
ment, Persson needed an alliance to get 
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bills through the Riksdagen, Sweden's 
parliament. He formed it with the Greens 
and the Left, which saw the elections 
double its support to 12 percent. The al
liance is more formal than in any previ
ous Social Democratic government and 
officially is supposed to last for the full 
four-year political term. 

However, there are already signs that 
when it comes to the Left, the alliance is 
far from stable. On the day the govern
ment delivered its 1999 budget to parlia
ment, Left Party leader Gudrun Schyman 
blasted the Social Democrats in an op-ed 
article in the daily newspaper Dagens Ny
heter for not negotiating in good faith. 

Ms. Schyman charged that the Social 
Democrats are planning to ignore the 
Left's social welfare program, based on 
comments by the new industry minister 
and his deputy. Moreover, she threat
ened to pull out of the alliance. 

The alliance's strength could be tried 
still further in the spring, when the gov
ernment presents its supplementary bud
get proposal. That will be a strong indica-

tion of how closely the government re
ally intends to work with its partners and 
how effectively they can convince their 
more skeptical members to vote for So
cial Democratic ideas. 

While there's a good chance the al
liance won't last the full four-year term, 
Swedish business and industry still view 
the arrangement glumly. 

'The government is now in a dialogue 
with two parties that are not very fo
cused on business and growth," says Per 
Olofsson, director of the Federation of 
Swedish Industries. "So we are very con
cerned that there will be a set of policies 
that are not very good for business." 

Olofsson and other business leaders 
expect that cuts in taxes paid by employ
ers on wages and in the wealth tax, 
which they had counted on the Social 
Democrats to make, will be put on hold 
under the new regime. 

Even more worrisome to business is 
the fact that both the Left and the 
Greens oppose Sweden's participation in 
European monetary union (EMU) and, 
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essentially, in the European Union in 
general. 

The day after the election, Schyman 
was already issuing a call for a referen
dum on EMU. Persson has worked hard 
to avoid a referendum, as Swedish dissat
isfaction with the EU generally has 
grown. However, Schyman believes the 
government will now capitulate, al
though not as early as her party would 
like. The Left had hoped for a referen
dum in June 1999, in conjunction with 
EU parliamentary elections. 

Schyman says a decision about the 
common currency is a decision about 
democracy rather than practical finance. 
''What it comes down to is whether we 
want our monetary policy to be set in 
Brussels, for decisions to be made that 
far away," she maintains. 

Moreover, she believes that if Swedes 
vote against monetary union, that should 
be the first step in Sweden's withdrawal 
from the European Union. Says Schy
man, "If we say no to EMU, I do not 
think it's possible in the long run to be 
[an EU] member." 

-Ariane Sains 

LUXEMBOURG 

NOT FANATICAL ABOUT FOOTBALL 

It rained torrentially throughout the 
game; ninety people were arrested for 

drunkenness; and Luxembourg lost the 
match to England by three goals to nil. It 
was close to being a triumph. 

The occasion was the European 
Championship football (soccer) qualify
ing match held in the J osy Barthel sta
dium in Luxembourg on October 14. The 
English team is not among the world's 
soccer elites these days, but it undoubt
edly ranks as one of the European heavy
weights. And Luxembourg? Let its 
record speak for it. 

Over the past ten years, the Luxem
bourg team has played sixty-three inter
nationals, winning just three of them. 
You have to go back to 1946 to find any 
kind of winning streak-the national side 
won two games back-to-back that year. 
Unhappily that was followed by thirty
two consecutive defeats, and it was 
twenty-two years before the next victory. 

However, the surprising thing here is 
surely not that Luxembourg loses 
matches with such disheartening consis
tency but that it manages to put up a team 
at all. The country's population of 400,000 
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is barely one-hundredth the size of Eng
land's. It finds other uses for its money 
than pouring it into competitive sport, and 
it conspicuously lacks the craving for na
tional success on the football field familiar 
throughout the rest of Europe. 

This trait was vividly illustrated in 
1995 when the national team pulled off 
its greatest ever achievement by beating 
the Czech Republic against all the odds 
with a last-minute goal. How did the lo
cals react? 'They didn't celebrate. They 
didn't know how to. They went home to 
bed," says a Luxembourg journalist. 

The team that faced England in Octo
ber contained just two professional play
ers. Seven of the eleven worked in 
banks, another was a wage clerk, an
other a stage manager. The Luxembourg 
Football Association had to pay to secure 
the men's release from work to appear in 
the match. Prolonged training and fit
ness courses were out of the question. 

Not surprising then that Paul Philipp, 
the Luxembourg coach, expressed him
self as "really pleased" that his side had 
held England to three goals. For England, 
who had beaten Luxembourg by nine 
goals to none in 1977 and whose newspa
pers had been predicting "the slaughter 
of the part-timers," the result was a clear 
disappointment that even cast doubts 
over the future of its own manager. 

Nevertheless, what happened inside 
the J osy Barthel stadium that night was 
less important than what happened out
side it-or rather what did not happen. 
English football fans have an interna
tional reputation for violence. The Lux
embourgers had experienced it and were 
fearful. When the English side visited 
Luxembourg in 1983, its supporters went 
on a rampage after the game, assaulting 
people in the streets, smashing shop 
windows, looting, and setting fire to cars. 
It was one of the most shameful episodes 
in international football. 

The spectacle of English fans drinking 
throughout the afternoon preceding the 
match in October was an unnerving one, 
and when some fifty of them arrived at the 
stadium without tickets and tried to force 
their way in, it seemed that another night 
of violence was in the making. However, 
the Luxembourg authorities were well 
prepared. A force of about a thousand po
licemen, soldiers, and security men was 
deployed throughout the city and at the 
main entry points. There were arrests for 
drunkenness and disorderly conduct, but 
there were no injuries or damage. 

"Most people breathed a huge sigh 
of relief," said Dune Roberts, editor of 
the English language Luxembourg 
News. "A few drunken fans made trou
ble but it was nothing like fifteen years 
ago, and it was no worse than any foot
ball match where you get drunken peo
ple." The Luxembourger Wort, the lead
ing newspaper, even praised the 
behavior of the English fans inside the 
stadium. 

Few were more pleased at the out
come than William Ehrman, who arrived 
in Luxembourg just two weeks earlier as 
the new British ambassador. 

-Alan Osborn 

LONDON 

PET'S PASSPORT TO REPLACE 
QUARANTINE 

S ometimes it seems that the British 
love their domestic pets even more 

than each other. However, there has 
been one glaring anomaly in this regard, 
the law of quarantine, introduced almost 
a hundred years ago to ensure that no 
dog entering the country could be carry
ing the killer rabies. 

Anyone importing a dog or cat to the 
UK has to leave it in quarantine kennels 
for six months, the time that rabies can 
take to manifest itself. This separation 
produced fierce but unavailing protests 
from people who cannot bear to be 
parted from their beloved pet. 

For decades, pet owners have 
protested what they called "this mon
strous and cruel law." In particular those 
returning home after having lived 
abroad or those posted to the UK for 
their work. One of the most recent vic
tims was Chris Patten, the last governor 
of Hong Kong. Even this high ranking 
mandarin had to suffer the pangs of 
quarantine separation. 

Finally, ninety-seven years after the 
law was put in force, a government
backed report has recommended that 
the quarantine law be scrapped. In future 
pets should be able to come into the UK 
from most countries, provided they have 
a certificate of good health, a sort of pet's 
passport. 

This "passport" will in fact be a tiny 
microchip implanted in the animal's skin, 
which can be scanned so that a record 
can be kept of its state of health. Owners 
will be charged about $340 for the pass-



port, instead of the $2,600 it can cost to 
quarantine an animal. 

About 9,000 animals, mostly dogs and 
cats, are quarantined each year. The 
Royal Society for the Prevention of Cru
elty to Animals (RSPCA) estimates that 
another 1,000 pets are smuggled into the 
UK each year, and that only about 100 of 
them are caught by the authorities. 

The RSPCA is worried that the gov
ernment's statement that it may take up 
to three years before quarantine controls 
are abolished will lead to an increase in 
smuggling. People will feel justified in 
sidestepping the regulations given that 
quarantine's abolition has been recom
mended by a special committee. 

The committee headed by Professor 
Ian Kennedy of University College Lon
don accepted that scientific and technical 
advances have overtaken the quarantine 
measure introduced at the turn of the 
century. It recommended that pets from 
the European Union and other rabies
free countries should be allowed into the 
UK after being vaccinated against the 
disease and electronically tagged. 

Once the law is changed tourists, ex
patriates, diplomats, and service families 
will be able to bring their animals in and 
out of the country at will. 

Abolition of the quarantine will be es
pecially welcomed by blind people who, 
under the current legislation, are unable 
to take their guide dogs abroad without 
subjecting them to six-month's isolation 
on their return. 

One group of people distressed by 
the report is the owners of the UK's 
eighty quarantine kennels. "If the 
Kennedy Report is implemented, about 
fifty-five kennels will have to close," says 
Michael Wykeham, the kennel owner 
who is leading the campaign. He is 
threatening to take their case for com
pensation to the European Court. 

Given that there have been no cases 
of rabies in dogs or cats brought into the 
UK in the last twenty-eight years, the 
kennel owners will be lone voices howl
ing against the wind of change. 

-David Lennon 

HELSINKI 

WELCOME TO SANTA LAND INC. 

When asked to list the categories in 
which Finland has established it

self as a world leader, a non-Finn might 
correctly guess cellular telephone manu-

C A P T A L S 

facturing or number of Olympic medals 
per capita. However, Finland also distin
guishes itself by being the home country 
of perhaps the most famous man in the 
world-Santa Claus. Finns claim that 
Santa's lodgings are located at the polar 
circle close to the town of Rovaniemi, 
the capital of Lapland, and hundreds of 
thousands of children from all over the 
world agree. 

Hundreds of international television 
crews have visited Santa's Finnish home, 
and this year, approximately one million 
children from more than 120 countries 
will write him letters, which, for a small 
commission, he will answer. Finland's 
national postal office has established a 
special service for this purpose only. 

Other countries have laid their own 
claims to the rotund red fellow. The Nor
wegians have made some unconvincing 
pretensions on him. The Danes say he 
lives in Greenland, but the "Greenland 
Santa" gets less than 100,000 letters a 
year. The Swedes prefer to believe he 
lives in the town of Mora in central-Swe-

FBEEiiUIDE 

den, but not even their own children 
seem to accept that statement. When 
asked about these competing claims, 
Finns react with little more than a shrug. 

A few years ago, a local group came 
up with the idea of creating a "Land of 
Santa Claus" amid Lapland's frozen 
scenery. However, the small Santa vil
lage, which was built at a considerable 
cost, initially failed to attract huge num
bers of visitors. Finally, a group of busi
nessmen took over the project and began 
marketing Santa like a brand. Playing 
upon the Santa Claus myth, they created 
a secret hiding place, a workshop, and 
even a Mrs. Claus. Their efforts have 
made their Santa an international 
celebrity who travels all over the world. 
Furthermore, some 10,000-15,000 people 
travel to Rovaniemi during the Christmas 
season to meet the 'real Santa'. Some visi
tors even come on a special one-day char
ter tour, flown in by the supersonic Con
cord directly from London. 

In Rovaniemi, after undertaking a se
cret ceremony, children and their parents 
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become citizens of Santa Land and can 
have their pictures taken with Santa, who 
will most likely speak their language. 
Then, it is off to ride in a sled drawn by 
reindeer from Santa's own reindeer farm, 
which is also open to visitors. 

In addition to the exhibits and shops 
at Santa Land, visitors may choose to 
take a Lapland day-safari and gather 
around a roaring bonfire. The truly ad
venturesome might choose to spend a 
night camping in a real Lappish tent or 
kota. The stars, and occasionally the 
northern lights, illuminate the black 
night sky, causing every stone and tree 
to sparkle under its icy coating. 

However, for visitors worried about 
the Polar Circle's cold winter weather, 
never fear because Santa Land is open 
year-round. Summertime visitors can ex
perience Santa's hometown during the 
season of never-ending daylight. Until 
their next visit, fans of Santa can write 
him a letter at Santa Claus, FIN-96930 
Polar Circle, Finland. 

-Thomas Romantschuk 

COPENHAGEN 

COMPETING FOR 
MODERN ART LOVERS 

Danish art enthusiasts-and foreign 
visitors-are now being wooed by 

ambitious museums in the greater 
Copenhagen area. The State Museum of 
Art has just reopened after almost two 
years of renovation with enlarged exhibi
tion facilities in the city center and a mar
keting profile that is unusual in Den
mark's public sector. 

North of downtown is the privately 
operated Louisiana Museum of Modern 
Art, situated on the coast of the sound 
with a superb view of Sweden, which lies 
just across that waterway. The Louisiana 
Museum has just celebrated its fortieth 
anniversary, an event marked by a spe
cial exhibition of its permanent collection 
of works by some of this century's best 
artists, including Giacometti, Kiefer, Pi
casso, and Warhol. 

Founded by the reclusive publisher 
Knud W. Jensen, now eighty-two, the 
Louisiana Museum of Art has faced a 
decline in the number of visitors in recent 
years. Though the artistic focus of the re
opened State Museum of Art is much 
wider, competition for the time and inter
est of art lovers will now be more intense. 
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In 1996, the last full year it was open to 
the public, the State Museum of Art wel
comed more than 400,000 visitors. Its col
lection comprising some 8,000 paintings 
and sculptures dwarfs the Louisiana col
lection, which was originally housed in a 
villa that has since been expanded eight 
times and now includes underground gal
leries. Moreover, unlike the publicly
owned State museum, the Louisiana re
lies on its special exhibitions to attract 
large numbers of paying visitors. 

The Louisiana has hung an impressive 
string of successful exhibitions, featuring 
Monet (with almost 450,000 visitors), Pi
casso, Chagal (twice), Dali, Gauguin. In 
1998, under the new leadership of Stein
grim Laursen, the museum hosted the 
very popular Francis Bacon exhibition. 
Laursen's current special exhibition is 
Miro, which is also drawing large 
crowds. However, the financial challenge 
of such projects remains daunting, as are 
the logistics of borrowing the works of 
art. Private foundations and corporate 
sponsors shoulder major portions of the 
costs but do not remove all the risk. 

Louisiana is not just a museum, it is 
also a meeting place for cultural personali
ties and prominent speakers, including 
Vaclav Havel, Salman Rushdie, Gunter 
Grass, and Susan Sontag. This has long 
been part of Jensen's founding vision that 
the politicians of the welfare state alone 
must not define the cultural agenda in 
Denmark. This is not just a highbrow vi
sion, for the museum makes a special ef
fort to cater to the tastes of children, with 
a special children's house. 

There is no doubt that running a pri
vate museum will become more difficult 
in Denmark. A new public museum of 
modern art, called the Ark, is slowly tak
ing shape south of Copenhagen, and the 
State Museum of Art is also determined 
to carve out a strong position in the same 
market. However, while museum direc
tors battle for patrons, art lovers will 
have no reason to complain. 

-Lei/ Beck Fallesen 

ROME 

JUBILEE PREPARATIONS TEST 
ROMAN RESOLVE 

Y ou always thought that Roman traf
fic was a mess, right? Think bigger. 

These days the Eternal City's road
ways are a massive mess. Thirty-six 

major construction sites all over down
town have choked off many travel routes. 
Some tunnels have been temporarily 
closed while they are widened or rein
forced, and many two-way avenues have 
suddenly been changed to one-way to 
allow for repairs. Moreover, pedestrians 
fare no better as scaffoldings overwhelm 
the sidewalks while the city's beautiful 
Palazzi undergo renovation and refur
bishment. Such a monumental mess can 
only mean one thing: Rome is getting it
self ready for the Holy Year 2000. 

A year from now, on Christmas 1999, 
the Pope will open the Holy Door and give 
the Jubilee's official start. It will be a year 
celebrating grace and remission of all sins, 
but it will also be an enduring schedule of 
masses, religious celebrations, and cul
tural events that will last until January 6 of 
the year 2001, the day of the Epiphany. 

Scholars believe the word jubilee 
probably derives from the Hebrew jobel, 
meaning "a ram's horn," which is an in
strument used in proclaiming a celebra
tion. The Greeks appropriated the word 
as iobelaios, and later, it somehow be
came confused with the Latinjubilo, 
which means "to shout." Aside from any 
religious implication, shouting in despair 
is what Roman drivers and visitors would 
like to do, while trapped in the city's in
terminable traffic jams. 

Even when the construction is com
plete, the traffic problems will continue as 
millions of pilgrims from all over the 
world pour into the city. Should they ar
rive only a few weeks before schedule, it 
will be impossible to accommodate them. 

The Vatican-which is working closely 
with City Hall and Mayor Francesco 
Rutelli, a young, aggressive leftist politi
cian from the Green Party-is making 
room in its many convents and monaster
ies spread all over town. Hotels and small 
pensioni claim to be already fully booked. 
Even the notorious skid-row establish
ments around Termini Central Station are 
being cleaned up to host pilgrims. 

In the end, the Jubilee events are ex
pected to shed light on a vexing Roman 
identity question. Is the city the capital of 
Italy, which in its present political form 
has existed for little more than a century, 
or is it primarily the Papal capital of 
Christianity, which is twenty centuries 
old? Regardless of the answer, Romans, 
of course, would feel more than satisfied 
to simply be citizens of a modern and 
easy to live in city. 

-Niccolo d' Aquino 



THE HAGUE 

VICTORY BOOGIE WOOGIE 

Publicly debating the merits of a work 
of art is a relatively common occur

rence in the Netherlands. It is unusual, 
however, for the president of the central 
bank, the prime minister, and the minis
ter of finance to become involved in a 
row about the acquisition of a painting. 
Such was the case this summer and 
early fall as controversy swirled around 
Victory Boogie Woogie, the last painting 
by Piet Mondrian (spelled "Mondriaan" 
in the Netherlands), one of the foremost 
Dutch artists of this century. The paint
ing, which employs the artist's famous 
brightly colored rectangles and squares, 
remains unfinished, as Mondrian died in 
New York in 1944 before he completed 
it. Its name refers to the emergence of a 
vein of jazz music and the optimism 
building over the imminent Allied victory 
in the Second World War. 

Victory Boogie Woogie is considered 
by some art critics to be the most impor
tant Mondrian. However, when the 
Hague's municipal museum, the 
Gemeentemuseum, which owns a large 
collection of the artist's works, organized 
its Mondrian exhibition a couple of years 
ago, Victory Boogie Woogie was conspicu
ously absent. That exhibit marked the 
start of the museum's efforts to acquire 
the painting and the beginning of a se
ries of contacts with its owner, a New 
York collector. However, disputes about 
the price and the museum's lack of funds 
stood in the way. 

Early in 1998, the most prominent di
rectors of Dutch museums agreed that 
Victory Boogie Woogie was to be consid
ered an essential part of the national cul
tural heritage and that all efforts should 
be made to acquire the painting. The 
problem was where to find the money. 
Certainly not from the government, as 
the budgets for museum collections are 
dismal. Art and museum insiders were 
convinced that politicians would never 
be willing to allocate a large amount of 
money for one single painting. Obvi
ously, a lengthy public debate about the 
acquisition of the painting would only 
raise its price. 

By coincidence, and for completely 
different reasons, the Dutch central bank 
was considering making a public gesture 
in the field of the arts. De Nederland-
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sche Bank wanted to commemorate the 
historic arrival of the euro, the European 
currency, and mark the end of the exis
tence of the guilder. The board of the 
central bank concluded that it would be 
an excellent idea to donate a substantial 
amount of money from the bank's re
serves to a fund for the cultural heritage. 
Finding the money in its vaults was no 
problem as the Dutch central bank Oike 
all others in the euro zone) would be 
awash with reserves that it did not need 
any more as monetary policy would be 
transferred to the European Central 
Bank in Frankfurt. 

N out W ellink, the president of the 
central bank, privately discussed the 
issue with Gerrit Zalm, the finance minis
ter, who in turn informed Wim Kok, the 
prime minister. Both thought it was a 
great idea. As long as the gift was 
legal, they had no objections. Par
liament was to be kept ignorant 
of the plans. 

By early summer, every
thing came together. 
The New York owner 
was willing to sell 
the Victory Boo
gie Woogie for 
$40 million 
to the 

Controversy 

ensued when 

Dutch politicians 

appropriated some 

$40 million for Piet 

Mondrian's last work 

Victory Boogie Woogie. 

Gemeentemuseum in the Hague. 
Through an intermediary, contacts 
were established with the central bank 
to donate its gift to an art foundation that 
would buy the painting. Hastily, the cen
tral bank announced in August that it 
would give almost $60 million to this pre
viously unknown foundation. The money, 
it was stated, was part of the central 
bank's expected profit accrued over the 
current year 1998. The regular remit
tance of the central bank's profit to the 
national treasury would not be jeopar-

dized. However, the part of the profits 
that the central bank annually added to 
its reserves would, for once, be skipped 
and donated to the art foundation. 

The offer, generally applauded, was 
unprecedented. Never had a central 
bank been so generous with its reserves 
for a non-monetary purpose. 

There was also immediate criticism, 
particularly from parliamentarians who 
considered that their budget oversight 
authority had been circumvented. They 
argued that, if such an amount of public 
money was to be dedicated to the preser
vation of the cultural heritage, the 
elected Parliament should decide, not 
the central bankers. 

Days later, the acquisition of the Victory 
Boogie Woogie made with the bulk of the 
central bank's funds was announced, and 

everyone in the Netherlands seemed to 
have an opinion about the deal. The 

price paid was outrageous, accord
ing to some. Who was Mon

drian anyway? Moreover, 
how did the central bank 

dare to circumvent the 
Parliament, even 

with the consent 
of the finance 

minister 
and the 

• 

• 

prime minister? 
The national accounting office 

started an inquiry into the formal aspects 
of the case and concluded that it had not 
been conducted legally. A parliamentary 
debate ensued in which Prime Minister 
Kok and Finance Minister Zalm had to de
fend their decision. It ended with the Par
liament expressing its displeasure over 
the broken rules and Kok promising that 
he would never again approve of a similar 
gift by the central bank. Wellink, the cen
tral banker who is now nicknamed "Boo-
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gie W oogie," remained outside the debate 
but deeply regretted all the public fuss. 

The story, however, has a happy con
clusion. Late October, the renovated Ge
meentemuseum opened its doors for the 
public with its latest, and biggest, attrac
tion. Victory Boogie Woogie finally at home. 

-Roel Janssen 

ATHENS 

ALBANIAN ISSUES 

W hen Panteli Majka, Albania's new 
prime minister, made his first visit 

to Greece in November, he made a pub
lic apology for the behavior of some Al
banian immigrants to Greece. 

More than 500,000 Albanians-about 
12 percent of the country's population
have fled turmoil at home to make a new 
life in Greece. The collapse last year of a 
series of fraudulent pyramid investment 
savings schemes wiped out the savings 
of tens of thousands of Albanian families 
and triggered a fresh wave of migration. 

The Albanians form the biggest group 
in Greece's growing community of immi-
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grants from Eastern Europe and the for
mer Soviet Union. They include most 
members of an ethnic Greek minority that 
used to live in southern Albania. Since the 
collapse of communism, they have moved 
across the border to find jobs. 

Things are more difficult for Albani
ans who have no Greek connections. 
They enter Greece illegally, slipping 
across the mountainous border and hid
ing out in deserted villages before mak
ing their way south. Most are unskilled 
workers who find jobs on farms or con
struction sites. Greek officials estimate 
that remittances to Albania, in cash and 
bank transfers, last year amounted to 
more than $523 million. 

Most Greeks are tolerant of the East
ern European immigrants, partly be
cause of Greece's own tradition of eco
nomic migration to the US, Canada, and 
Australia. But the Albanians are increas
ingly blamed for a rise in crime levels in 
Athens and other cities. Albanians have 
been arrested for carrying out armed 
robberies and running protection rack
ets. At inner-city schools, the children of 
Albanian immigrants who speak little 

Greek are held re
sponsible for poor 
grades achieved 
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Majka's apology 
underlined warm-
ing relations be
tween the Social
ist governments in 
Albania and 
Greece. The re
mittances help 
prop up Albania's 
foreign exchange 
reserves, fuel in
vestment in con
struction, and pro
vide capital for 
thousands of 
small trading and 
service busi-
nesses. 

Greece is dis
bursing a $69 mil
lion loan to help 
Albania improve 
transport links 
with its southern 
neighbor and re
construct busi
nesses that suf-

fered damages during the violent after
math of the pyramid schemes' collapse. 
Greek businesspeople have gradually 
started to return to Albania, although 
most companies' investment plans re
main on hold. In the southeastern town 
of Korce, half-an-hour's drive from the 
Greek border, managers at clothing and 
food processing plants make a daily com
muter trip across the frontier. 

Despite the pervading lawlessness, 
Greek banks manage to flourish in Alba
nia, taking deposits and making short
term loans to traders. The National Bank 
of Greece, which has seen deposits flood 
in since opening last year in the capital 
Tirana, last month opened a second 
branch in the port of Durres. It plans to 
open a third in Korce early next year. 

For many immigrants, working in 
Greece is a way of recouping savings lost 
in the pyramid schemes' collapse. "Most 
people plan to go home after a few years, 
when they have enough money to build a 
house and start a business," says Arben, 
a house-painter who wants to set up a 
contracting business in Albania. 

In the meantime, the Greek govern
ment is offering work and residence per
mits to Albanians under a scheme for 
registering immigrant workers. More 
than 150,000 Albanians have applied to 
register. They will have to pay Greek so
cial security contributions, but as legiti
mate members of the work force they 
will be eligible for better-paid jobs. 

-Kerin Hope 
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BOOKS 

Seasons of Her Life: A 
Biography of Madeleine 
Korbel Albright 
By Ann Blackman; Scribner; 
312 pages; $27 

Albright's greatest appeal 
is that she is just like us, 

only wealthier. She has had 
bad hair days and skirts with 
spots, runs in her stockings, 
a dog that was skunked. At 
some point, she probably 
even embarrassed her chil
dren. Americans see her as 
vulnerable, a wife rejected, a 
single mother who went back 
to work, prevailed, and raised 
good kids. She radiates a 
sense that if she can succeed 
at whatever happens to be the 
challenge of the moment, 
even in times of adversity, so 
can we," comments Ann 
Blackman, deputy bureau 
chief for Time in Washington, 
DC and author of Albright's 
biography. 

This is definitely not the 
type of biography of a secre
tary of state that would have 
been written about Dean 
Acheson, Dean Rusk, John 
Foster Dulles, or for that 
matter on James Baker or 
Warren Christopher. Black
man's book does not really 
go into much detail on Al
bright's foreign policy views 
or any great global strategies 
she might have or how she 
will respond to the next for
eign affairs crisis. 

Having said all this, the 
author has provided an excel
lent overview of our current 
secretary of state before she 
became a celebrity, the title 
of her last chapter in the 

book. In fact, the book pro
vides a wonderful look at Eu
rope in the years Ms. Al
bright was growing up. From 
escaping the Nazis to escap
ing the communists in her na
tive country of Czechoslo
vakia the reader is presented 
with a fine history of Europe 
in general and Czechoslo
vakia in particular at mid cen
tury. One of the best 

parts of S E AS 0 
the book 
is the pro- HER 
file of Al
bright's 
diplomat 
father Josef 
Korbel as 
the politics 
of Europe 
forced him 
into new 
diplomatic 
postings. 

Blackman 
has not only 
written a biog
raphy of the current secretary 
of state but she has outlined 
the women's movement in 
the United States from Al
bright's years at Wellesley to 
her political stints with 
Michael Dukakis and Ed 
Muskie to her days as US am
bassador to the United Na
tions. We see Albright and 
her other political friends, 
such as Geraldine Ferraro 
and Barbara Mikulski, rising 
through the ranks of power in 
Washington and beyond as 
they "formed what could be 
called the Old Girls' Net
work." 

The most interesting chap
ter, titled "Bombshell," is 
about Albright finding out 
only recently that her grand
parents had been born Jewish 

and "that three of Albright's 
grandparents had died in the 
Holocaust." It strains the 
imagination to think that an 
intelligent, worldly, and curi
ous person such as 
Madeleine Albright did not 
know about her roots in 
Czechoslovakia, but Black
man does present a convinc
ing case that she actually did 

not. 
Blackman tells 

the source of Al
bright's wealth
her divorce settle-

newspaper heir 
Joe Albright "left 
Madeleine, the 
onetime refugee 
child, a wealthy 
woman, many 
times a million
aire." She also 
explains how Al
bright and then 
Governor Clin-

ton met for the first time dur
ing the Dukakis presidential 
campaign and how President 
Clinton finally chose her to 
become the first female sec
retary of state in the history 
of the United States. In the 
final analysis, we are told, 
"the real story was that Clin
ton liked Albright." 

-Robert J Guttman 

FILM 

European Union Film 
Showcase '98 

Washington DC last 
month played host to 

the American Film Institute's 
1998 European Union Film 
Showcase. The AFI's 
Kennedy Center theater at
tracted many filmgoers all in-

tent on catching the cream of 
Europe's new films. Given the 
current boom in filmmaking 
in Europe (some 669 full
length feature films were pro
duced in Europe in 1996), it is 
not surprising that there were 
offerings from all fifteen of 
the European Union member 
states. Many films arrived 
straight from successful 
showings at renowned inter
national festivals, such as 
Cannes, Berlin, and Venice. 
Indeed, the film chosen to 
open the festival, The Celebra
tion, from Denmark, was joint 
winner of the 1998 Cannes 
Jury Prize. Other popular 
films included Belgium's The 
Quarry, which won Best Film 
at the Montreal Film Festival, 
Italy's Aprile, a follow-up to 
Nanni Moretti's 1996 Dear 
Diary, and the Austrian 
screen adaptation of Josef 
Haslinger's suspense novel 
Opera Ball. 

In the true spirit of Euro
pean unity, a Belgian
German-British team pro
duced The Commissioner, a 
tightly knit thriller, shot on 
location across Europe. No 
sooner has an European 
Commissioner arrived in 
Brussels to take up his new 
position, he finds himself at 
the center of a mysterious 
plot involving a merger be
tween two chemical compa
nies and the illegal produc
tion of chemical weapons. 
Lies, spies, bribes, and 
bombs almost turn John 
Hurt, who plays the title role, 
into a Euro James Bond. Sit 
back and enjoy the suspense 
and be thankful that this isn't 
how the Commission really 
works! 

-Claire Bose 
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From symbol of national consciousness to symbol of German unity, the Brandenburger Tor (Brandenburg Gate) 

remains Berlin's best-known landmark. Designed by the German neoclassic architect Carl Gotthard Langhans in 

1770, the gate was built between 1788 and 1791 by the Prussian King Friedrich Wilhelm II as a sign of peace. 

Because of its location, however, the gate has been a rallying point for ceremonies, parades, and demonstrations, 

as well as for battles. 

48 EUROPE 

In 1888, the Brandenburg Gate (top) shows no signs of the civil unrest that focused around the site twenty years 

before. On March 18, 1848, Berlin's workers, craftsmen, accountants, and students demonstrated for more civil 

rights and liberties. They marched through the Brandenburg Gate toward the Stadtschloss (City Palace), and 258 

were killed manning barricades against the king. 

In the 1990s, the Brandenburg Gate (bottom) belles little of Its recent history. In 1981, the construction of the 

Berlin Wall left the site situated in the "no-man's land" between East and West Berlin. Public access was restored 

when the wall came down in 1989. In 1991, the gate and the statue on top, the Quadriga, underwent an extensive 

refurbishment. 
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