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EUROPE

LETTER FROM THE EDITOR

ith this issue, we are excited to present excerpts from our new
book published in January 2001 entitled Europe in the New
Century: Visions of an Emerging Superpower. This is the first
book ever published by EUROPE in our nearly fifty years of
existence.

What makes our new book different from many other current volumes
on Europe is that we focus on the future. We look at what Europe and the
European Union might look like in the first twenty years of the new century.

Leading journalists in Europe, most of whom write for EUROPE, con-
tribute chapters highlighting a range of foreign policy and business issues.
We also interview the key government and business decision-makers
across Europe and present their views and opinions on the new century.
The prime minister of Luxembourg, Jean-Claude Juncker; the foreign min-
ister of the United Kingdom, Robin Cook; the employment minister of
France, Elisabeth Guigou; the managing director of Goldman Sachs Inter-
national, Peter Sutherland; the head of the Milan Stock Exchange, Mas-
simo Capuano; along with other business and government leaders speak
out on what they see happening during the new century in a more inte-
grated and entrepreneurial Europe.

The heart of the book consists of the visions of fifteen young Euro-
peans—one from each of the fifteen EU countries—expressing
their thoughts on how the new Europe will look and what it means
to be a European at the beginning of the twenty-first century. Li-
onel Barber, news editor of the Financial Times in London, creates
an amusing but quite probable scenario of what Europe will look
like in 2020. As the editor of the book, I present an introduction ex-
plaining how the term “superpower” will have a new and different
meaning in the twenty-first century.

This month our Point/Counterpoint series focuses on globaliza-
tion. We look at what this widely used term actually means today
and then present a pro and a con look from Europe. John Andrews,
writing from Paris, explains why some Europeans are speaking out
against globalization, including an unlikely French goat farmer,

J ose Bové, who has written a new bestseller, The World Is Not for Sale. On
the other side, Lionel Barber presents the case for globalization, noting
that “the backlash against globalization is not always rational.”

Sweden takes over the European Union presidency from January 1 to
June 30, 2001 and Ariane Sains, reporting from Stockholm, presents Swe-
den’s agenda “which will be dominated by enlargement.” The Northern Di-
mension, the EU’s initiative to engage Russia in issues of common concern
in the Baltic region, and the environment will also be emphasized during
their busy presidency.

Sains also analyzes Sweden’s embrace of the Internet culture. She
writes that “per capita, Sweden boasts one of the world’s highest Internet
user rates” and details how the new technology is changing the way
Swedes live, from on-line banking to mailing letters to shopping. She pro-
files some successful and some not so successful high-tech venture capital-
ists in Sweden.

The staff of EUROPE wishes all our readers a Happy New Year. We look
forward to hearing from you next year.

Robert J. Guttman
Editor-in-Chief
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EYE ON THEEU

A BUSY FIRST YEAR
FORMR. CFSP

t is now a year since Javier

: M Solana took over as ‘Mr.

CFSP’, the EU’s high repre-
sentative for its common for-
i eign and security policy. On a
i number of recent occasions,
i notably at a seminar in Stock-
holm on October 27, he has
reflected on his experience
after his first twelve months
in office.

That it has been a gruel-
ing stint, there can be no
doubt. “At the risk of sound-
ing simplistic,” he told his
Stockholm audience, “I can
quantify my own contribution
i in figures. Over the last
i twelve months I have traveled
to forty countries—not in-
cluding the Balkans, which I
have visited practically every
month—clocking up more
than 450,000 kilometers
(274,500 miles) in the air. I
have taken part in seventeen
summit and political dialogue
meetings, as well as over
twenty other meetings at
head of government and min-
isterial level. One of my prior-
ities is to maintain a substan-
tive dialogue with a wide
range of third countries.
Equally, I put a considerable
amount of effort into ensuring
that the European Union is
sufficiently present and active
in international organizations,
particularly the United Na-
tions and the OSCE. By way
of example, I was invited to
address the UN Security
i Council on behalf of the Eu-
ropean Union to outline our
joint position on the situation
in the Balkans. It was the first
time that the European Union

i had been able to express it-
i self with one voice before this
i important body.”

In the same week as the

¢ Stockholm seminar, Solana

i had been in Beijing for the

i annual EU-China summit and
i in Tokyo for important talks

i with Foreign Minister Yohei
i Kono, designed to launch a

i new decade of relations,

widening cooperation from

i the largely economic to in-
i clude an enhanced political
¢ dialogue.

Solana would be the first to
admit that traveling is not an
end in itself. Yet he will, he
says, continue to accumulate
air miles so long as he be-

i lieves he can contribute to
promoting the interests of the
i EU throughout the world.

! “We should be present,” he
says, “and actively involved

i whenever and wherever is-
sues of international order and

security are on the agenda.”
Despite all this traveling,

: Solana has also found the

time to effect important struc-
tural changes in the Council
of Ministers’ secretariat, of
which he is also secretary-
general, so as to be able to

i better manage the CFSP. In

particular, a policy unit has
been created, staffed by some
twenty diplomats, mostly sec-
onded from the member
states, which is able to pro-
vide assessments of foreign
and security policy issues and

i put forward recommenda-
i tions on policy options.

Benefiting from his previ-

i ous experience as secretary-

general of NATO, Solana has

i also been able to move very

i quickly in setting up the core
i of an EU military staff that

i will be responsible for plan-

Profiling personalities
and developments
within the European

Union

ning and directing future
peacekeeping and peacemak-
ing operations. This followed
the decision by the Helsinki

i summit, one year ago, that

the EU would develop a rapid
reaction force of 60,000
troops, which would be ready
for deployment by 2003, and

¢ the parallel decision taken

last March to be ready to de-
ploy 5,000 civilian police by

i the same date. Solana and his
i colleagues have also worked
hard to establish appropriate
i liaison structures with NATO.

During the past year the
main regional focus of the
CFSP has been the Balkans,
where—in addition to playing
a major role in helping, and

i paying for, reconstruction in
¢ both Bosnia and Kosovo, the

EU was active in providing
practical support for the
democratic opposition in Yu-

i goslavia. It was quick off the

i mark, too, in lifting sanctions
i within a day or two of Presi-

i dent Vojislav Kostunica’s as-
sumption of power, and less

i than ten days later he was

i welcomed to the EU summit
¢ in Biarritz. Solana himself

i then attended a meeting in

¢ Skopje, with all the leaders of

i departure of President Clin-

{ ton from the scene, it is al-

i most inevitable that—as
the Arab states have de-

the region, including Kostu-
nica, to discuss further areas

i for regional cooperation in
i which the EU could offer its

support.

The EU, which has long
been a major provider of fi- :
nancial aid to the Middle East
region, is now also emerging
as a more active participantin !
the peace process. Together
with Kofi Annan, Solana at-
tended the Sharm el Sheikh
summit, and with the coming

manded—the EU should be
more directly involved as a
mediator. If this happens, it
will be Solana who will bear
the principal burden.

Not all the top appoint-
ments made by the EU in the
past have turned out to be un-
qualified successes. How- H
ever, there is rare agreement
that Solana is the right man
in the right job at the right
time. It is very much to be
hoped that he will not wear
himself out prematurely by
the enormous demands that
his mission imposes on him.

—Dick Leonard
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. BANKER RAISES

ENLARGEMENT
QUESTIONS

E urope’s leaders are under
mounting pressure to
spell out how they intend to

enlarge membership of the

i EU to the reform democracies

of Central and Eastern
: Europe.

The entry of poorer, farm-
intensive economies with
large pools of cheap labor is
unsettling politicians from
Barcelona to Berlin who fear
waves of immigration and a
corresponding backlash in
public opinion.

Now, European central
bankers have given a fresh
twist to the enlargement de-
bate. They are raising ques-
tions over whether Central
and Eastern European candi-
date countries should face
new tests if they apply to join
the single currency after be-
coming members of the EU.

Ernst Welteke, president
of the Bundesbank, told a re-
cent conference in Berlin or-
ganized by the Financial
Times and the Herbert
Quandt Foundation that appli-
cant countries such as Poland
had registered strong growth

i but were running inflation

rates much higher than the
average in the euro zone.

He questioned whether
these countries would be able
to tame inflation in a sustain-
able fashion. In this case, it
may not be appropriate to op-
erate a single “one-size-fits-all”
monetary policy in an en-
larged euro zone—not least
because the twelve new mem-
bers (ten Central Europeans
as well as Cyprus and Malta)

¢ would only contribute around

7 percent of the future gross

4 EUROPE

NOT

¢ national product of an en-
larged EU and just more than
i 25 percent of the population.

i Behind these remarks lie

i lingering doubts about the

i wisdom of including as found-
i ing EMU members the “Club
i Med” countries such as Italy,
¢ Portugal, and Spain, all of
whom have had traditionally

i higher inflation rates than the
i “hard core” low-inflation coun-
i tries built around France,

i Germany, and the Benelux

i countries.

i This is déja vu all over

i again. In the run-up to the
launch of the euro, German

i politicians and central

i bankers raised awkward ques-
 tions about taking in Italy with :

 its high debt and traditionally
¢ high inflation.

i More recently, policymak-

i ers in Frankfurt have watched
i Ireland run a high-growth

i economy with a higher-than-
average inflation rate inside

i the euro zone. One senior cen-
i tral banker says that the Irish

i authorities ought to have tight-
ened fiscal policy to slow down
i the economy but have failed to
i do so because it would be po-

i litically unpopular.

i The central banker night-

i mare is that Europe’s politi-

i cians will press ahead with

i EU membership for the new
applicants, who will then pur-

i sue the same “Irish option” at
: the expense of low inflation

i euro-zone members, who will
! then have to tolerate higher

i than necessary interest rates.
This is why Welteke raised
i the controversial notion of

i new tests for candidates join-

i ing EMU. He claims countries

¢ Poland will probably fulfill the
Maastricht criteria for joining
i EMU without too much diffi-

i culty. (These criteria cover

Reporting news,
notes, and numbers
from Europe’s
financial centers

¢ budget deficits, debt, ex-
change rate stability, and

i an inflation rate no more than
1.5 percent higher than the

i average of the three best-
performing EMU members.)

In reality, it will be hugely

i difficult to impose new tests

i for the applicant countries re-
garding EMU membership.

i There are already consider-

i able tensions over sugges-

aid because it would
be too costly.

EMU

teen members enjoy
as members of the EU
club. It is hardly con-
ceivable that the European

i Central Bank’s governing
i council, which includes the

national central bank gover-
nors of all EU member states,
can simply expand its mem-

i bership. Without some

i streamlining, along the lines
of the planned reduction of

i the twenty European commis-

sioners, the council risks be-

i coming completely unwieldy.

It also seems clear that

i those countries with large

i populations and significant
i such as Estonia, Hungary, and
France and Germany must

i have a guaranteed leadership
role in the euro zone, rather

i than operating on a one-man,

GDP per capita such as

impose new
On the other hand, PSS ml' mﬂ

i Welteke’s comments

i are likely to concen-

i trate leaders’ minds

i on the practical diffi-

i culties involved in ex-
i tending to the former
communist countries
i the same privileges

i that the current fif-

applicant
countries
reganding

membership.

: one-vote principle. In this

i sense, the reforms agreed at

i the Nice summit offer a per-
spective, even if they will need
i to be taken further at another
i EU constitutional conference
 in, say, 2004.

On the other hand, the ap-

i plicant countries can argue :
: with some justification that the i
Germans are exaggerating the
¢ difficulties of operating a sin-

tions that new mem- TR gle monetary policy
i bers such as Hungary I“ Fﬂamv. “ in an enlarged Union. :
i and Poland cannot ex- . As Spanish and Por-
pect to receive the full wm hﬂ h“!]ﬂlv tuguese economists

i benefits of the Com- s have argued for the

i mon Agricultural Pol- ﬂlﬂlﬂll" ll] past five years: How

i icy and EU regional were the Iberian

economies expected
to converge with the
Franco-German core
without high growth,
even if the price is
higher-than-average
inflation?

This goes to the
heart of the old ques-
tion of whether a
monetary union can
function without
some form of political
union. Once the hot
topic during the

i Maastricht Treaty negotiations
i in 1991, the issue has receded

i as politicians have taken fright
i of talk of a federal super state.

i Instead, they have focused on

i the need for efficient macro-

i economic management.

Welteke has faced criti-

cism for prematurely raising
i the EMU membership issue,

not least because the toughest
bargaining over the terms of

i EU membership has yet to

take place. But in three to four
years, many may well remem-
ber that he was asking the
right questions about EMU
enlargement sooner rather

i than later.

—Lionel Barber
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: firm that tracks the high-tech
i sector, forecasts demand for
¢ handheld computers will grow :
i from 8.2 million units in 1998
i to four times that number by
i 2003, representing a $7.2 bil-
i lion market.

MOBILE PHONES

- VERSUS HANDHELD
- COMPUTERS

F irst, it was that irritating
guy in front of you at the

: grocery store blabbering into

his mobile phone; now he’s

i likely to be sending an e-mail

on a handheld computer. In
2001, the gotta-have gadget is
the handheld computer, also

i knownasa personal digital as-
i sistant or PDA, which com-

bines the functions of a calen-
dar, address book, notepad,

i computer games, and—in

i newer models—Internet ac-
i cess. And it all comes in a
package about the size of a
i Hershey bar.

Sure business-types have

i been using them for a few

years—corralling their sched-
ules, calendars, and contacts

i into one neat electronic pack-

age, but now, handhelds are
much more than glorified filo-

features ranging from music
players and cameras to com-

puter games and access to the
Web. And the wave is catching
i percent of a world market ex-
i pected to top 1 billion users in
store patrons whip them out to 2002. Conversely, US busi-

i nesses rule nearly every seg-
i ment of the PC sector, with

i companies like software
subway riders read e-books on
i builders Compagq, IBM, and
that the trend has even perme- Hewlett Packard, and PDA

makers Palm and Handspring.

on with the masses. It is al-
ready common to see grocery

consult electronic shopping
lists, students use them to
chart class schedules, and

them. My wife informs me

ated her women’s poker club.
When it comes time to pick a
date for their next gathering,
the members reach for their
PDAs like gunslingers going
for their .45s.

the Internet, the new frontier
appears to be mobile comput-
ing. Dataquest, a research

Sageﬁl's

: i smart phone
faxes. The latest versions offer :

i nate the mobile phone sector,
i with four handset makers—

“The Internet is driving in-

terest in mobile data,” says
¢ Eric Cariou, a consultant at

the London-based ARC Group,

i “but the wireless communica-
i tions industry will drive the In- :
i ternet’s expansion into new

markets.”
The common goal, there-

i fore, appears to be a mobile
i device that works like both a

phone and a computer. The
race for these “smart phones”
appears set to become a
transatlantic com-
petition, pitting
the European-led
mobile phone in-
dustry versus the
US-dominated
personal com-
puter industry.
European firms
currently domi-

Nokia, Ericsson, Alcatel, and
Siemens—accounting for 48.8

maker Microsoft, hardware

Both Nokia and Ericsson

i have already produced mobile :
phone/computer combos. Er-
i icsson has begun selling its

i R380 world phone (which in-
In these Wild West days of } cludes an organizer and e-

i mail/Web access) in Europe

i and will introduce it to the US
i this month. Nokia plans an

i early 2001 release for the sec-
¢ ond generation of its Commu-

nicator series, which includes

a color display and supports
i modified versions of Microsoft :
Word, Excel, and PowerPoint.

Handspring, a two-year-old

California company that
i makes PDAs based on the
i Palm operating system, intro-

duced its new Visor model,

handheld computer functions,

i allows users to buy extra com-
i ponents that plug into the de-
vice. These components trans- :
i form the PDA into a mobile
i phone, a digital camera, or a

digital music player.
Motorola plans to intro-
duce a new smart phone that

¢ will allow users to download

i programs, such as games and
i address books. It is not nearly
as flashy as its rivals’ models,
i but at less than $200, it is by

i far the cheapest.

Other firms are opting for

strategic partnerships. Mi-

¢ crosoft and French mobile
phone maker Sagem have

¢ joined forces to produce the

i PocketPC/cell phone, which
i offers voice calls as well as e-
i mail and Web access along

i with address book and calen-
i dar features. It's expected to
i go on sale in parts of Europe
i and Asia before the end of
2000.

The stakes are significant

as 72 percent of EU con-

. GLOBAL WIRELESS INTERNET GROWTH

Tracking the news
and trends shaping
Europe’s technology

sector

i sumers are expected to be

i using mobile data services

i within the next three years—
more than tripling the current

figure. The US, however, is ex- i

pected to lag behind with only
i 44 percent of American con-

i sumers using mobile data in

i three years.

Meanwhile, the Japanese

are proving the axiom that a
which, along with the standard :

smart phone is only as good as

i the network on which it runs.
i Telecom giant NTT/DoCoMo
i launched its i-mode service

less than two years ago and al-
ready has 17 million users and

i 20,000 contributing content
i sites offering i-mode users

a variety of sophisticated
services and content, such as
e-commerce and cartoons.

i One-fourth of these sites have
i revenue-sharing deals with

¢ DoCoMo, and the company

i reportedly made $3.6 billion

i during the six months preced-

ing October.

The Japanese are expected
to make another giant leap for-
ward when they roll out a so-

i called ‘third-generation’ net-

work next spring, well ahead

i of both the US and Europe.

i Some expect such 3G net-

i works to lead eventually to

i consumers being able to

i watch television on their

i phones. Imagine how annoy-
! ing that will be in the line at
i grocery store.

—Peter Gwin

i TOP SERVICES 2000 2001 2002 2003
i BYDEMAND USERS IN MILLIONS

| Messaging 100 2300 399 611
i E-commerce/Retail 12 36 107 195
{ Financial Services 50 1230 225 37
Internet Browsing 4 20 85 183
: Entertainment games/ 61 143 246 272
i music/video

i Navigation 47 146 239 345

Source: ARC Group
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SWEDEN

lakes the £U Helm

Presitency to be dominated by enlargement

By Ariane Sains

hen Sweden takes
over the European
Union presidency
January 1, 2001, it
will do so with an
ambitious program
that will be tough to
accomplish in just six months. More-
over, what’s not on the agenda, points
out Foreign Minister Anna Lindh, may
be as important as what is. “Politically,
we feel very well prepared, but then,
you never know what’s going to hap-
pen,” Lindh says.

One of the big unknowns is what will
happen in Yugoslavia following Presi-
dent Vojislav Kostunica’s election in
October. There may also be other secu-
rity issues in the Balkans, and even
what happens in the Middle East could
touch on Sweden’s presidency.

Sweden’s set agenda will be domi-
nated by EU enlargement. Twelve
countries are in line to begin negotia-
tions in earnest this spring to become
union members, with extensive review
needed to determine where each
stands when it comes to meeting EU
criteria for membership. Expanding the
EU means taking in about 100 million
more people, who will need to become
part of the union’s labor market and be
able to move freely among EU
countries.

Enlargement raises not only employ-
ment issues but also those related to se-
curity. Swedish Defense Minister Bjérn
von Sydow believes that the EU should
look more closely at how cooperation
can be strengthened between the
Union and NATO and what role exists
for non-military peacekeeping forces.
“The experiences from Kosovo and

6 EUROPE

even Bosnia show the need for a civil
component,” he says.

He wants Sweden to help define the
role of the military in Europe for civil
preparedness. “The Portuguese and
the French presidencies haven’t made
it such a high priority,” von Sydow
says.

The Swedes will also empha-
size the environment. That’s a
significant issue both for cur-
rent EU member states as well
as the candidate countries.

Trade Minister Leif Pagrot-
sky, who also has the countries
rimming the Baltic Sea in his
portfolio, says that while coun-
tries such as Poland have made
great strides in cleaning up the
environment, much is left to be
done. “Compared to the situa-
tion they had under commu-
nism, theyre on a path to im-
provement,” he says of Poland.
“They are moving, but some of us
would like to see that progress going
faster.”

Whether candidate countries meet
EU environmental standards is an es-
sential question for union membership.
“It has been and will be a point of dis-
cussion about whether they should
come in before they've come up to our
standards,” Pagrotsky says.

Another issue is human rights in
candidate countries. Pagrotsky an-
swers with a blunt “no,” when asked if
the EU hopefuls have done enough in
that area.

Russia is also a question. When the
Baltic country of Lithuania joins the EU,
sometime in the next few years, the EU
will be in the curious situation of having

the Kaliningrad section of Russia as an
enclave surrounded by the EU. Goods
transported from other parts of Russia
to Kaliningrad will have to go through
the EU, creating the need for more effi-
cient border crossings.

Beyond Kaliningrad, Sweden will try

A with her Russian
i counterpart, Igor lvanov

to continue the work of the Northern
Dimension begun during Finland’s EU
presidency. The aim is for the EU, led
in this case by the Nordic countries in-
cluding non-EU member Norway, to
work with northwestern Russia on im-
proving the environment, health, and
trade.

The EU has approved an agenda for
the Northern Dimension and Swedish
officials will report on progress in im-
plementing it during the meeting of the
European Council in the western
coastal city of Goteborg in June, where
Sweden will sum up its presidency.

Pagrotsky would also like to see the
union become more consumer friendly.
“Producers are often judged to be more
important than consumers,” he says. As



Swedish Prime
Minister Goran
Persson

a prime example, Pagrotsky cites European clothing
prices, which he says are far too high “to protect the in-
terests of a few producers.”

He believes there should be lower duties on goods
traded between the United States and the EU and that
“it’s realistic” to aim for abolishing US-EU duty on cars,
steel, and clothes within ten years.

Sweden takes over the presidency at a time when
polls show that Swedish opposition is growing to mem-
bership in the European Monetary Union. However,
government officials deny that being outside the EMU
puts Sweden in an awkward position during its
presidency.

Instead, the government hopes to use the presi-
dency to create a more positive EU climate in Sweden.
EU ministers and other officials will hold seventy-five
meetings around the country during Sweden’s presi-
dency. Swedish leaders hope that by organizing meet-
ings in towns as far north as Kiruna and as far south as
Ystad and not confining them to big cities their country-
men will buy the idea that Sweden’s presidency is for
everyone, not just the bureaucrats.

One domestically sensitive area of Sweden’s presi-
dency is the issue of sponsorship. The idea of spon-
sorship in the public sector has always been somewhat
suspect in Sweden, and in the case of the EU presi-
dency, the government is choosing to call its program
‘cooperative agreements with partners’ instead of
sponsoring.

Although the government needs financial backing to
help offset costs associated with holding the EU top
spot, as Lindh admits, “We don’t have a tradition of gov-
ernment and business working together this way.” @

Ariane Sains is EUROPE’s Stockholm correspondent.
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SWEDEN

Swede

Per capita, it boasts
one of the world's
highest Internet user
rates, but some
owedes are being
left behind

he small shareholder at hold-
ing company Investor’s an-
nual meeting was angry about
her local bank branch being
shut, and she wanted an ex-
planation from the top.

“What am I supposed to do,” she de-
manded of Jacob Wallenberg, chairman
of bank-insurance company SEB, con-
trolled by Investor, “buy a new com-
puter just so I can do my banking? Or
drive 120 kilometers to the office that
will be nearest?”

With 60 percent access to computers
and the Internet and 70 percent use of
mobile phones, Sweden is often por-
trayed as one of the most wired places
on earth. But the technology craze cre-
ates the risk that the country will be-
come a society of information technol-
ogy haves and have-nots.

Increasingly, Swedes without a com-
puter or mobile Internet service can’t
do their banking, do routine business
with government agencies, get informa-
tion about goods and services, or file
their tax returns. The most up-to-date
list of funds open for investment under
Sweden’s new pension system is only
available on-line. Union leaders also
worry that blue-collar workers who
don’t have Internet access on the job or
at home are being shut out of on-line
training programs and can’t participate
as more communities move toward on-
line democracy.
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One of the biggest problem areas is
banking. To cut costs, institutions such
as SEB are closing branch offices, espe-
cially in rural areas. As a replacement,
they’re touting Internet services, which
also have higher profit margins than
branch office services. But Internet
banking isn’t an option for everyone,
says Leif Karlsson, executive secretary
of the Pensionaires’ National Organiza-
tion (PRO).

“We're not against technology. But
what we are saying is that there have to
be alternatives for people who don’t
have Internet and older people who will
never have Internet,” Karlsson says.

Computer use in Sweden drops dra-
matically with age. Just 23 percent of
those between ages fifty-five and sixty-
four say they have access to a com-
puter, according to government statis-
tics. That falls to 8 percent for those
between sixty-five and seventy-four.
And when they do, it is often at a library
or other public place, making it difficult
to use services that require encrypted
software, such as Internet banking or e-
shopping.

When the state-owned postal service
bill payment system was sold to a group
of commercial banks, part of the plan
was to close post offices and phase out
physical service for the system. At the
same time, an agreement for the postal
service to act as an agent for Nord-
banken’s banking services is set to ex-
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By Ariane Sains

-

pire in 2001 and won’t be renewed, leav-
ing many in rural areas without physi-
cal banking service. Neither phaseout
sat well with PRO. In a sharply worded
letter, the organization’s board re-
minded the government that for many
of its members, Internet banking wasn’t
possible.

PRO’s protest got the bankers and
the government to promise service will
continue. But they haven’t said how
they will make sure that happens or
what it will cost customers.

And bankers such as Foreningsspar-
banken’s CEO Birgitta Johansson-
Hedberg freely admit that the IT push
is going to shut some people out.
“Those who refuse to move with the
times will have to compromise on their
quality of life,” she says.

To try to bridge the IT gap, PRO,
armed with a $120,000 state grant, re-
cently began offering members free
courses to learn how to use computers
and the Internet.

Sweden’s unions are also trying to
help combat the problem. In 1997, the
Swedish Trade Union Confederation
started a program for members to buy
computers through the organization
and offered low-cost financing to help
them do it. Since it started, 57,000 of
the confederation’s 2 million members
have bought computers through the
program, which includes training and
support. The idea was to make it easier



Jacob Wallenberg's SE|
a bank/insurance
company, provides on-
line banking and other
Internet services.

Swedes are getting on

the Internet in record-
breaking numbers, but
some are being left

d in the high-tech
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and cheaper for workers to get used to
the technology and for those with chil-
dren to give them computers at home
for schoolwork.

Confederation officials also worry
that without home computers their
members will lose out on vocational
training programs offered through the
Internet and access to important public
information affecting them. Unlike of-
fice workers, the unionists often don’t

“We saw that there were big differ-
ences between white-collar workers
and blue-collar workers when it came
to computer access,” says Roger
Svensson, director of the program.
“So we wanted to help close that
gap.”

The government is also trying to
help move people into the IT main-
stream. Work has begun on a nation-
wide broadband network to provide

Rosengren, Sweden’s minister for in-
dustry, employment, and communica-
tions, puts it. The costs, however, for
the service will vary dramatically be-
tween heavily populated big cities and
rural areas. Moreover, just because the
broadband network is there won’t mean
that people can afford computers to use
it. Ultimately, in Sweden, being willing
to move with the times may not be a
question of technical ability but one of

have computers on the job.
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By Bruce Barnard

Sweden Invades the UK

From Ericsson phones and Volvo cars to Ikea furniture and even the new English
national soccer coach, Swedish imports are the rage in the United Kingdom

Sven-Goran Eriksson
became the first non-Brit
to coach the English
national soccer team.

ven-Goran Eriksson has
Sblown the lid on the

stealthy Swedish invasion
of the United Kingdom. The
Swede’s appointment as the
first foreign coach of the En-
glish soccer team in October
triggered an outpouring of
nationalism, xenophobia, dis-
gust, and despair in the
tabloid press. Would Eriks-
son, who is being paid
around $3 million a year,
sing God Save the Queen
along with his team before
the start of international
matches, they asked.

Sentiment will change
overnight, however, if Eriks-
son takes England to the
2002 World Cup tournament
in Japan and South Korea—a
0-1 defeat by Germany that
led to the resignation of for-
mer coach Kevin Keegan fol-
lowed by a 0-0 draw with
lowly Finland have seriously
damaged its qualification
prospects. But for now there
is great unease that England,
which invented the game, is
the first big soccer power to
be led by a foreigner.

Swedes are making a
habit of taking over British
institutions and rapidly inte-
grating themselves into the
mainstream. Another British
institution came under as-
sault in the fall after Stock-
holm-hased OM Group, a
provider of technology to
stock exchanges around the
world, launched a $1.3 billion
hostile bid for the venerable
London Stock Exchange
(LSE).

The LSE saw off the chal-
lenge in mid-November, but
the takeover battle served to
highlight the huge cultural
gap between the predator
and the prey. The LSE has
only recently transformed it-
self from a clubby partner-
ship of brokerages and
banks into a publicly traded
company. OM Group got
started in 1985, launching a
computerized options mar-
ket to compete with the
Stockholm Stock Exchange,
which it acquired thirteen
years later. While the LSE
has struggled to introduce
new technology, the OM

Group teamed up with US in-
vestment bank Morgan Stan-
ley Dean Witter to launch
Jiway, an electronic ex-
change providing access to
more than 6,000 shares.

Swedes have also played
a key role in the UK’s
fledgling Internet-based
economy, with scores of en-
trepreneurs crossing the
North Sea to take advantage
of a large pool of startup cap-
ital and a 56 million-strong
consumer market. Boo.com,
an online sportswear retailer,
co-founded by Ernst Malm-
stein and Kajsa Leander, be-
came Europe’s first major In-
ternet casualty in May. The
firm burned through mil-
lions of dollars it raised from
a raft of heavyweight in-
vestors, including Goldman
Sachs, French luxury goods
magnate Bernard Arnault,
and Italy’s Benetton fashion
empire.

Boxman, a British-based
CD e-tailer launched in Swe-
den in 1997, was also start-
ing to have an impact on the
music market before it too
ran out of cash.

Another Swedish com-
pany that is rapidly becom-
ing part of the British land-
scape is Ikea, the giant
furniture retailer, which re-
cently unveiled plans to build
twenty additional stores
across the country to cope
with the huge British de-
mand for its products. Ikea
trades on its national her-
itage—the blue and yellow of
the Swedish flag adorn its
stores and Swedish meat-
balls are a daily dish at its
restaurants. It also owns a
quintessentially British
store, Habitat, whose simple
Scandinavian-style fine furni-
turc was a hit with British
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newlyweds setting up their
households in the 1970s.
Hennes & Mauritz, which is
opening its first store in the
US, is already highly popular
with British shoppers, but
few know it is a Swedish
import.

Britons are surrounded
by products and services
with a Swedish connec-
tion—from the Ericsson mo-
bile phones pressed to their
ears to the free newspaper
they read on the London Un-
derground that was a copy-
cat of a giveaway subway
paper pioneered by a
Swedish publisher to the
West End musical Mama
Mia, which is based on the
songs of the Swedish super
group ABBA.

To be sure the big
Swedish multinationals like
ABB, Volvo, Scania, Erics-
son, Electrolux, and Atlas
Copco are big players in the
British market, while SAS
owns 20 percent of British
Midland, the country’s sec-
ond-largest airline. More-
over, the Anglo-Swedish
AstraZeneca is acknowl-
edged as one of the most
successful mergers in the
pharmaceuticals industry.
Swedish companies are still
trying to buy into Britain.
Most recently, Custos AB,
an investment group, offered
some $770 million for Chris-
tian Salvesen PLC, a logistics
and distribution company,
but it was rebuffed.

But none of them has
done more to put Sweden on
the map than Sven-Goran
Eriksson...at least for the
English. @

Bruce Barnard, based in Lon-
don, is a EUROPE contribut-
ing editor.
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As a bustling port and
a major banking
center, Hong Kong is
one of the gateway
cities for global
business.

EUROPE




Jelg
SU Ol

few weeks after

protestors wrecked the

World Trade Organiza-

tion meeting in Seattle a
year ago, the head of the WTO,
Mike Moore, put a tired hand to
his expansive forehead and whis-
pered that he wished he had
never heard the word “globaliza-
tion.” The New Zealander’s frus-
tration was understandable given
his thankless task of having to
defend free trade and free capital
from a ferocious, well-orches-
trated assault on the streets of
Seattle.

Attacked equally from the left
by Ralph Nader and from the
right by Pat Buchanan, global-
ization is alleged to have
stripped Americans of jobs and
sovereignty. While Ross Perot
didn’t use the term in his 1992
presidential campaign, globaliza-
tion in the guise of NAFTA was
clearly the source of Perot’s
“giant sucking sound” of US jobs
headed south to Mexico. Ironi-
cally, the far left in what used to
be the “third world” identifies
globalization as a practice that
enriches Americans, West Euro-
peans, and Japanese at the ex-
pense of poor countries. Or, as a
French leftist observes, global-

December/January 2000—-2001

ization is made in America, “the
fad of the nineties.”

As the accompanying articles
defending and criticizing global-
ization make clear, the concept
is fiercely controversial and trig-
gers strong emotions. But what
exactly are we talking about?
What is globalization?

Reduced to simplest form, as
the Economist magazine does so
well, globalization is “interna-
tional economic integration.” Or
as journalist Tom Friedman
writes in The Lexus and the Olive
Tree, “it is the inexorable inte-
gration of markets, nation-states,
and technologies to a degree
never witnessed before—in a
way that is enabling individuals,
corporations and nation-states to
reach around the world farther,
faster, deeper, and cheaper than
ever before.”

Surprisingly, the term global-
ization was first used by sociolo-
gists rather than by economists.
The British sociologist, Anthony
Giddens, the current director of
the London School of Eco-
nomics, claims to have put the
term into general circulation.
That was in the late 1980s and
early 1990s. Another academic,
Roland Robertson of the Univer-
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sity of Aberdeen, in 1992 published a
book entitled Globalization: Social The-
ory and Global Culture. Professor
Robertson, also a sociologist, was ana-
lyzing how state and religious tensions
were spreading across the globe.

As an economic concept, globaliza-
tion was popularized by Klaus Schwab
and his World Economic Forum. As
early as 1993, Schwab’s annual meeting
in Davos, Switzerland, focused on glob-
alization—its promises and dangers. In
1996—three years before Seattle—
Schwab warned that the rapid pace of
change and dislocation associated with
globalization was producing a popular
backlash.

As Lionel Barber writes in the pages
ahead, ours is a world of “instant com-
munication and footloose capital.” In-
deed the marriage of telecommunica-
tions and computers greatly accelerates
the process of global economic integra-
tion. Without the Internet, manufactur-
ing cycles could not have become so
rapidly globalized with, for example,
clothing design done in Milan, produc-
tion in India or China, all in a greatly

14
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compressed timeframe—perhaps only a
few weeks—for final sale in the United
States.

To critics globalization embodies cap-
italism’s triumph over communism. For
Kevin Danaher, the San Francisco ac-
tivist who helped organize the Seattle
protests, it is impossible to talk about
globalization without discussing corpo-
rate power. Danaher identifies a nexus
of power proceeding from multinational
corporations to global agencies like the
International Monetary Fund and the
WTO, which he views as mere servants
of the capitalist order. With corporate
power unchecked, Danaher sees height-
ened personal vulnerability and alien-
ation. Will we see an updated Marxist
critique in the years ahead?

Marshall McLuhan, where are you
when we need you? The Global Village
you wrote about in 1965 has arrived.
And we don’t yet fully comprehend what
it is and what it means. @

Barry D. Wood is a frequent EUROPE con-
tributor and the economics correspondent of
Voice of America in Washington, DC.

Instant communications
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n the decade after the fall of the

Berlin Wall, the phenomenon

known as globalization has pene-

trated everyday life to an extent

that few could have predicted.

Today we live in a world where na-
tional boundaries are breaking down
as a result of instant communications,
footloose capital, and the relatively
free movement of skilled labor.




The violent demonstrations
at last year’s world trade sum-
mit in Seattle and this year’s
IMF/World Bank meetings in
Prague suggest that some
groups in society find these
trends profoundly unsettling.
They hanker for a simpler,
more spiritual world.

What the protestors against
globalization share is a mistrust
of science, technology, and the
market economy. That is the
message delivered by the anar-
chists, consumer activists, and
“altruists” who have all raised
their banners against the ex-
ploitation of the poor, cheap im-
ports and inhumane fur traps.

However, it would be short-
sighted in the extreme to over-
look the benefits that globaliza-
tion has brought and will
continue to bring to our popula-
tions. Among the countries that
have embraced trade liberaliza-
tion are China, India, virtually
all of the former communist
countries of Central and East-
ern Europe and the former So-
viet Union, Argentina, Brazil,
and Mexico.

Trade liberalization has been
the catalyst for the dismantling
of the command economy that
left many of these countries
with armies of underemployed
workers engaged in unproduc-
tive, unprofitable pursuits. Ar-
guably, freer trade has achieved
a good deal more than the many
millions of foreign aid poured
into these countries either by
patron states or international in-
stitutions such as the Interna-
tional Monetary Fund, the UN,
or the World Bank.

None doubts that, in its
rawest form, globalization can
be a disruptive, volatile force. In
the advanced industrialized
countries, whole communities

and footloose capital are shrnking the distance between markets

can be stripped bare when com-
panies shift labor and plants at §
the first whiff of a fall in quar- *

terly earnings. In the United
Kingdom, for example, tradi-
tional manufacturing such as
the automobile, mining, and
steel industries have been deci-
mated over the past twenty
years. But in their place a new,
vibrant service sector has
grown up in computer, creative
media, and other professional
services that has filled the jobs
vacuum.

In the same fashion, poorer
countries are increasingly the
location of preference for the
same manufacturing companies
moving out of the advanced

West. Look at how the car in-
dustry has sought out not only -

Brazil but Morocco in North
Africa. Or how airlines are farm-

ing out telephone booking ser-

vices to India. These develop-
ments underline the old trade
maxim that a rising tide lifts all
boats.

Critics of globalization like to
argue that it is a one-way street,
with all the benefits flowing to
the advanced industrialized
countries. It is true that a fur-
ther liberalization of rules on in-
vestment and services would be
a serious gain for the US and
European Union. But if, as ex-
pected, the West Europeans are
forced to deliver further re-
forms in agriculture in the next
round of global trade talks, this
would bring tangible benefits
for hard-pressed commodity
producers in Africa and Asia.

One of the most powerful de-
fenses of globalization rests on
the fact that its critics have will-
fully distorted the position sup-
ported by its many advocates.
Thus, critics argue that global-
ization implies a “race to the

By Lionel Barber
i

(Above) Ron Tiggs, the German head of the US discount giant
Wal-Mart, welcomes shoppers at the opening of the first Wal-Mart
store in Dortmund, Germany. (Below) Business for global carriers
like DHL has sky-rocketed in the last decade.

15

December/January 2000—2001



GLOBALIZATION

bottom” in which the cheapest location
and fattest profit margin is the only cal-
culation made by the faceless multina-
tionals supposedly running the world
economy.

First, policymakers in the US and
the EU should respond forthrightly by
pointing out that there are—and al-
ways will be—rules in the jungle of the
free market. Thus, there are already
serious efforts underway—such as the
Tokyo and Rio environmental sum-
mits—to tackle the threat of global
warming. The World Trade Organiza-
tion, one of the most significant inno-
vations in the past decade, has for the
first time enacted an effective disputes
procedure between countries.

Second, the best response to pres-
sure on labor markets in high-income
countries is not to impose unfair bur-
dens on the newly industrialized na-
tions (with the exception for penalties
for blatant abuse such as child labor).
Rather it is to improve domestic stan-
dards on education, training, and so-
cial welfare in order to improve the
stock of human capital in advanced
economies.

Third, it is vital to encourage more
public support for the international in-
stitutions that exercise a degree of
control over the world economy.
These include the World Trade Orga-
nization, the International Monetary
Fund, and the World Bank. Whatever
their failings in individual instances
(see Michaela Wrong’s brilliant analy-
sis of what went wrong with Zaire, In
the Footsteps of Mr. Kurtz, published by
Fourth Estate, July 2000), these insti-
tutions have done a great deal to en-
courage the movement toward market
economies around the world. They are
not the reason why the world has not
moved as fast as it might have done to
raise environmental standards.

The backlash against globalization
is not always rational. That is why gov-
ernments have found it harder to
tackle than they might have thought
initially. But political leaders ignore it
at their peril. If it succeeds, it risks
souring the prospects for self-improve-
ment not only in a prosperous West
but also in those countries where mil-
lions of people are most in need. @

Lionel Barber, based in London, is the
news editor of the Financial Times and
a EUROPE contributing editor.
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"WE WON'T SELL OUR SC

Why many Europeans are unimpressec

ho is France’s most recog-

nizable face? To the out-

side world, the answer is

probably President

Jacques Chirac or maybe a
film star like Gerard Depardieu or
Catherine Deneuve or—at least in the
soccer-playing world—a sports star like
Zineddine Zidane. Inside France, how-
ever, there is a good chance the answer
is José Bové, a mustachioed, pipe-smok-
ing, part-time goat farmer from the
country’s idyllic southwest.

That, of course, is a rather limited de-
scription. Bové’s real importance is his
full-time job as a leader of the Con-
fédération Paysanne, the union that
most vocally represents France’s small
farmers. In that role, he uproots geneti-
cally-modified crops, urges physical
damage on McDonald’s restaurants
(representative of malbouffe, or junk
food), and preaches the deceptively sim-
ple message that globalization is bad for
you. That message resounds so well in
France (which as the world’s fourth-
biggest trader has surely benefited from
globalization) that when he was put on
trial this summer for vandalizing a Mc-
Donald’s site last year, a crowd of more
than 30,000 turned up to cheer him on.
No wonder no sensible politician, not
even Prime Minister Lionel Jospin, dare
criticize him.

Nor, for that matter, do most other
European politicians. Like Jospin, they
know that Bové has touched a chord
with their voters. A book co-authored
by Bové has been a bestseller this year
in France, under the pithy title The
World is not for Sale. Indeed so, the pop-

ular logic is that globalization equals
Americanization, which, in turn, equals
the loss of Europe’s own national identi-
ties. “We will not,” goes the Bové line,
“sell our souls, our cultures, our histo-
ries, our identities for the sake of free
markets.”

The logic is clearly simplistic, but
free traders should pause before they
dismiss the argument out of hand. Pon-
der a little deeper and perhaps Bové and
his friends have a point. The evidence is
not in trade flows: The balance of trade
between the European Union and the
United States is consistently more or
less even. True, there are frequent trade
disputes. One example is the long-run-
ning row over bananas and beef (the Eu-
ropeans, to the annoyance of America’s
fruit-growing multinationals, want to
favor their former colonies when im-
porting bananas and do not want to im-
port America’s hormone-enhanced
beef); another is the dispute over the
subsidies given, directly or indirectly, to
Airbus and Boeing. However, the over-
all picture is healthy enough: Europe
and America’s companies happily share
each other’s markets and, indeed, each
other. (Some 40 percent of the shares of
France’s quoted companies are owned
by foreign investors.)

Rather, the evidence lies in what
tends to be called “cultural imperial-
ism.” Go to the cinemas in any Euro-
pean city, and the chances are they will
be showing movies from Hollywood, not
from Europe. Go to the discotheques,
and the music will be if not American
then probably British—but in either
case the songs will be in English.
Browse in the bookstores, and there will
be best-selling translations of Stephen
King novels. Stroll down the main shop-
ping streets, and the familiar icons of
American retailing pop up: the Gap, for
example, or Esprit or Toys R Us or Star-
bucks. Surf the Internet and English,
most of it with an American cyber-
twang, was last year the language of
78.3 percent of the web pages surveyed
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by the OECD; by contrast, Spanish was
on 1.7 percent of the pages and French
on a mere 1.2 percent.

The question is what to do about this
American-led invasion. Some of Eu-
rope’s nations believe the answer is to
surrender. The British, of course, have
no qualms. They have always been in-
stinctive free traders—as an island na-
tion they felt they had no alternative—
and, in any case, they share a common
language with the United States. But it
is not just the British. Most of northern
Europe, from Scandinavia to Belgium
and the Netherlands, feels globalization
is surely more of a blessing than a
curse. One reason the Dutch are so
comfortable in English is that they
watch British and American television
programs in their original English, with
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By John Andrews

subtitles running underneath; by con-
trast, when the same programs are
shown in France, Italy, or Spain they are
invariably dubbed into the national
languages.

That, essentially, is the European di-
vide: the north smiles at globalization,
and the south frowns. It is a divide that
predates the Gap and Calvin Klein by
several centuries. It was, after all, Jean-
Baptiste Colbert, France’s finance minis-
ter under Louis XIV three centuries ago,
who set the pattern for a dirigiste econ-
omy in which free markets were to be
tamed and imports were to be accepted
only after careful selection. With the
spread of French political and military
power under Napoleon, it is hardly sur-
prising that the economic pattern
should also spread.

During the
IMF/World Bank

meetings held in
Prague in
September,
protesters
clashed with

Czech riot police.
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Perhaps it is thanks to that history
that France sees itself at the forefront of
the struggle to maintain a national iden-
tity against the blurring forces of Ameri-
can power and international trade. From
the days of De Gaulle onwards, every
modern French leader has presented
France as being somehow involved not
in collaboration with America but in
competition with it. The European
Union, for example, is viewed as a politi-
cal counterweight to the US; the euro is
advocated as a means with which to con-
front the almighty dollar; and Airbus is
the symbol of Europe’s technological
equality with America. Even the
Académie Francaise, founded in 1634,
has a role in the transatlantic struggle.
Its main task these days, it seems, is to
stop English words from infiltrating the
language of Moliére.

Should foreigners, Americans in par-
ticular, be amused, baffled, or annoyed?
The best reaction is surely a measure of
understanding. It is easy to deride José
Bové as a narrow-minded protection-
ist—but actually his arguments are bal-
anced and subtle. Just like the Ameri-
cans, he is against subsidies. (He
believes EU agricultural
policy has distorted the
market and put many
small farmers out of busi-
ness.) What he wants is to
protect the small farmer,
with his handmade
cheeses and organically
raised crops. In the same
vein, what France’s suc-
cessive culture ministers
have wanted is not to stop
Hollywood but to ensure
that the French cinema
survives where the Italian
movie industry has more
or less died. In other
words, what Europe wants
is diversity. The fear is that
globalization will mean not
a greater choice but a
greater, bland uniformity.
For a continent with
thousands of cheeses and
dozens of languages, that
is a prospect worth
fighting. @

John Andrews is the Paris
bureau chief for the
Economist and a contribut-
ing editor for EUROPE.
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t seven a.m. on
the Saturday after
Thanksgiving, Dr.
Joseph Mathey
was awakened by
an urgent call at
his New York
home. The caller told him an American
employee of Corning Inc. had suffered a
fall in Tokyo and had been taken to a
hospital with a brain hemorrhage. As
Corning’s medical director, Mathey
oversees the health care of the com-
pany’s some 40,000 employees spread
throughout more than twenty countries.
The call from Tokyo represents a night-
mare scenario that raises difficult ques-
tions for companies building global busi-
nesses: How do you provide aid to an
employee on the other side of the world
in a place where the medical system is
very different from the one at home?

Mathey found his answer with Inter-
national SOS, a company that special-
izes in global emergency assistance.
ISOS had a team on the ground in
Tokyo who spoke Japanese, knew the
intricacies of the Japanese health care
system, guaranteed payment for the
Corning employee’s care, arranged for
him to see a top neurosurgeon, and co-
ordinated his transport back to the
States.

In this age of globalization, compa-
nies increasingly are sending employ-
ees abroad to compete for business in
every corner of the world. At the same
time, record numbers of tourists are
embarking on foreign itineraries. Over
the last fifteen years, Arnaud Vaissié
and his partner Dr. Pascal Rey-Herme,
both forty-six, have built a company on
the principle that people living or travel-
ing abroad can get quality health care
and emergency assistance, in their
words, “every hour of every day.”
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Now based at the company’s head-
quarters in London, the soft-spoken
Mr. Vaissié does not appear to be a per-
son who idly makes such declarations.
International SOS’s message has evi-
dently struck a chord with multina-
tional companies as ISOS counts more
than 350 of the Fortune 500 among its
corporate clients and is generally rec-
ognized as the preeminent worldwide
medical assistance company.

The company traces its relatively
short history back to 1985 when the
two Frenchmen joined forces to build
an emergency medical assistance net-

work in Southeast Asia, where Rey-
Herme had just completed his military
service as the medical attaché at the
French embassy in Indonesia. He per-
suaded his lifelong friend Vaissié, who
was then managing the US subsidiary
of a German leasing company, to help
him launch the idea in Singapore.
Their company, called AEA Interna-
tional, expanded throughout Asia, and
in 1998, they bought the US-based In-
ternational SOS, a firm that offered
similar services in the US and Europe.
Vaissié and Rey-Herme took that name
for their newly expanded entity. They
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sick or injured?

now boast a staff of 2,500, which in-
cludes doctors, dentists, pharmacists,
paramedics, nurses, and aero-medical
specialists, spread across five conti-
nents. Last year, they handled approxi-
mately 150,000 medical cases and
more than 11,000 medical evacuations
and repatriations.

The ISOS system is based on its
twenty-five alarm centers, which are
spread across the globe and operate
around the clock. When a client gets
sick or needs emergency assistance,
he or she calls the closest alarm cen-
ter. ISOS’s staff assesses the situation

r s
%

Last year, ISOS handled
approximately 150,000
medical cases and more
than 11,000 medical
evacuations and
repatriations.

and prepares a course of action that

could range from giving medical advice
over the phone to getting a prescrip-
tion filled to scheduling a doctor ap-
pointment to arranging for a medical
evacuation.

Corning’s Mathey estimates that as
much as 10 percent of his company’s
work force travels internationally. “If
you have bronchitis and you’re in Bei-
jing, the best thing to do is call ISOS,”
he advises. “They’ll make the appoint-
ment, grease the skids, and guarantee
payment because a [local doctor] won’t
accept US insurance cards.”




ISOS can also help a company iden-
tify health issues and address them be-
fore employees get sick. Dr. Wayne
Lednar, Eastman Kodak’s medical di-
rector, says ISOS’s health profiling
services have proved especially useful
in his company’s decisions about
where to locate operations in the de-
veloping world. “They help us answer
questions about a specific country or
region, like what are the local dis-
eases? What kind of medical care is
available? Are doctors trained in a
Western style? Is there access to blood
in the event of a car accident?”

Its US corporate clients notwith-
standing, Vaissié says that few Ameri-
can travelers consider the implications
of having a medical emergency abroad.
“Although the US is the largest insur-
ance market in the world per capita,” he
notes, “travel insurance is completely
undeveloped in the US by comparison
with Japan or Western Europe.”

Kirk Levedahl, a Washington, DC
travel agent specializing in Africa,
agrees. He books around 100 safaris a
year and says fewer than 30 percent of
his clients buy travel insurance. “When
they do buy it,” he says, “their main

By Peter Gwin

concern is trip disruption, in case they
miss a flight and lose a few days of an
expensive trip.”

Vaissié believes this is because most
Americans think the US government
will support them in times of crisis. “But
when you are injured or sick abroad, it’s
a very bad time to discover the Coast
Guard is not going to come to save you.”

Indeed, the State Department’s web
site advises travelers that, although US
consulates can help Americans locate
medical services and inform family
members of emergencies, all costs are
the responsibility of the traveler.

When eighteen-year-old Stephen
Holbrook was about to embark on a
year of study aboard a ship sailing
around the world, his mother Serena
bought him an ISOS membership. Her
decision proved invaluable when
Stephen, who has Crohn’s disease,
began suffering life-threatening intesti-
nal bleeding in the middle of the South
Atlantic. The ship’s crew alerted an
ISOS alarm center and headed for the
closest hospital, which was on the is-
land of St. Helena, a British colony
some 1,000 miles off the coast of Africa.
When they arrived, an ambulance was
waiting at the dock to rush him to the
island’s hospital.

“You can imagine me at home not
being able to do anything,” says Serena
Holbrook from her home in Calgary,
Canada. “It would have taken some-
thing like a week for me to get there be-
cause, first of all, there is no airstrip on
the island. The only service is from a
mail ship that travels from Cape Town,
South Africa.”

After Stephen’s condition improved,
ISOS arranged for him to be trans-
ported by ship 800 miles north to As-
cension Island, which has an airstrip.
From there, they coordinated his flight
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on a British military plane and sent a
nurse to accompany him to London,
where he was examined by a doctor be-
fore flying back to Calgary.

Without ISOS, Serena Holbrook
wonders what she would have done and
what the cost would have been. “I didn’t
even know where these islands were,”
she says.

Although ISOS is perhaps best
known for its medical service, logistics
form the company’s backbone. Without
the ability to rapidly move people, says
Vaissié, ISOS’s medical capabilities are
useless. To this end, an entire unit of
the company is devoted to making
agreements with governments, local
authorities, institutions, and an array of
assistance providers.

“The deals with governments are
key,” says Vaissié. “For example, in our
job we need to be able to get a plane up
in the air very quickly. Wherever you
go in Asia, air space is tightly con-
trolled, especially in China. We have an
agreement with the Chinese air force to
have access to all their air space as well
as some of their restricted airstrips.”

Last year, ISOS, which is privately
held by the two founders (with invest-
ments from JP Morgan and the French
banks Suez and Paribas), generated
$250 million in revenue and has seen its
revenue grow 20-25 percent since the
company’s inception, according to data
provided by ISOS.

Although large multinational corpora-
tions comprise the bulk of ISOS’s busi-
ness, Vaissié sees a wave of potential
clients in companies that are just now
moving into international markets.
“Many of these are European compa-
nies,” he notes, “which are moving be-
yond the EU now that the EU has be-
come more or less a domestic market.”
He says some are large companies with
small international operations, others are
small companies with growing interna-
tional businesses. “But they all need
someone to advise them on international
health issues, standard setting, medical
evacuations, because they don’t have the
internal resources to do it themselves.”

Corning’s Mathey believes his com-
pany could replicate much of what
ISOS does for them “if we threw
enough money at it and enough time
and resources.” But, he adds, “I don’t
think we’d do it as well.” @

Peter Gwin is EUROPE’s managing
editor.
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Exclusive excerpts from EUROPE’s new book

Europe in the New Gentury

By Robert J. Guttman




urope in the New Cen-
tury: Visions of an
Emerging Superpower,
published this month
by Lynne Rienner, fo-
cuses on the future
and what the new Eu-
rope might look like in
the first two decades
of the twenty-first cen-
e tUT'Y. Many books
about Europe dwell exclusively on its
past. While not discounting the impor-
tance of history, Europe in the New Cen-
tury seeks to offer “visions” of the new
Europe. We begin with the idea that
the word ‘superpower’ will have a dif-
ferent meaning in the new century. In-
stead of being only a military term, it
will take on an economic meaning, re-
ferring to geopolitical entities consist-
ing of diverse, liquid markets with
thriving global economies and multi-
ethnic, highly educated populations. To
describe how Europe fares in this evo-
lution, we turned to leading journalists
working in Europe today as well as Eu-
ropean heads of state, foreign minis-
ters, entrepreneurs, businesspeople,
and other key figures. Leaders such as
Mary Robinson, the United Nations
commissioner for human rights and
former president of Ireland, Luxem-
bourg Prime Minister Jean-Claude
Juncker, BP Amoco Chairman Peter
Sutherland, and Employment Minister
of France Elisabeth Guigou discuss Eu-
rope’s strengths and weaknesses, its
critical issues and potential problems in
the new century.

Europe in the New Cen-
tury attempts to provide an
intelligent forecast of the
EU’s agenda in the next cen-
tury—from foreign relations
and humanitarian assistance
to job creation and new businesses to
EU-US trade and political dialogue.
Christopher Patten, the EU’s external
affairs commissioner, presents an
overview of European foreign policy at
the start of the new century. Lionel Bar-
ber, news editor of the Financial Times,
gives an in-depth profile of Europe’s
single currency as well as provides a
lively and surprising scenario of what
Europe might look like through the
eyes of Tony Blair in the year 2020.
Martin Walker, former European editor
of the Guardian and the author of sev-
eral books, details the European
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Visions of an
Emerging Superpower

edited by

Union’s enlargement pro-
cess and its implications as
it prepares to add poten-
tially more than a dozen
new member nations in the
next decade.

On the business front, Bruce Barnard,
a former European correspondent for the
Journal of Commerce, outlines the major
European players in the new technology
sectors, including Nokia, SAP, and Erics-
son and looks at new startup Internet ven-
tures across Europe.

In addition to the opinions of today’s
leaders, Europe in the New Century
also offers the views of the next genera-
tion. Fifteen young people, one from
each of the fifteen European Union na-
tions, discuss what it means to be a
European in the twenty-first century.
Hailing from a variety of back-
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Robert J. Guttman

grounds—from an Athens computer
consultant and a Dublin professor to a
London lawyer and a Brussels photog-
rapher—they present a glimpse of the
attitudes and experiences that will de-
fine Europe in the coming decades.

Reginald Dale of the International
Herald Tribune discusses the multitude
of beliefs and philosophies that make
up Europe today and considers how
they will shape the new century.

Overall, we hope Europe in the New
Century presents an engaging and infor-
mative read not only for students and
scholars but for anyone hoping to gain
insight into one of the world’s most dy-
namic and creative regions in the
twenty-first century. @

Robert . Guttman is EUROPE’s editor-
in-chief.
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A glimpse of Europe in the far future

The following s excerpted from Europe in New Century: Visions of an Emerging Superpower, which is being published this

month by Lynne Rienner; 250 pages; $17.

In the autumn of 2

)20, the heads of government of thirty European countries gathered in

Jerlin to sign the treaty founding the Confederation of the United States of Europe. The cere-

mony in the Reichstag opened to a swirling rendition of Beethoven’s Ode fo Joy and continued

with a keynote address by Tony Blair, elder statesman. As delegates raised their glasses of pink

champagne, Blair posed an uncomfortable question: Would the new confederacy be capable of

wielding the political power commensurate with its economic weight?

This same question had plagued Eu-
rope ever since Jean Monnet, Robert
Schuman, Paul-Henri Spaak, and the
other founding fathers had launched
the process of European unification
after the end of World War II—a politi-
cal experiment without precedent that
sought once and for all to end the na-
tionalist rivalries that had plagued the
continent for centuries.

In many respects, “Europe” had
been a spectacular success—reconcilia-
tion between France and Germany, the
launch of the single European market,
and the introduction of the euro in
1999. Together, these achievements

had helped to build a new European
polity that rivaled China, Japan, and the
United States in terms of economic
power.

Yet national pride, a labo-
rious decision-making pro-
cess in Brussels, and a
painful inferiority complex
in the face of US military
and technological prowess
had combined to prevent the European
Union from living up to its name and re-
alizing its true potential on the interna-
tional stage.

The EU had also been hampered by
the separate challenge of absorbing

EUROPE

new members from the former Soviet
bloc. This historic process had been
gradual, starting with the Czech Re-
public, Poland, and Hun-
gary in 2005. Slovenia,
Malta, and the divided is-
land of Cyprus followed in
2008. The Baltic states, Slo-
vakia, and Switzerland fol-
lowed in 2010. In 2015, Bul-
garia and Romania entered the EU.
Three years later, the admission of
Croatia brought the total membership
of the EU to thirty countries.

The entry of Croatia was a defining
moment. Not only had the EU doubled
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its size in twenty years but it had also
extended its geopolitical reach into the
Balkans, a regional powder keg that
had exploded with the breakup of Yu-
goslavia in 1991. (The traditionalists
argued that Slovenian entry was
hardly a precedent since Slovenia was
little more than an annex of Austria.)
The admission of Croatia (as well as
Bulgaria, once an outpost of the Ot
toman Empire) raised a host of diffi-
cult questions.

First, there was the issue of where
Europe’s boundaries really lay. Was it
conceivable that the European Union
should seek to admit other members of
the former Yugoslav federation, includ-
ing former war-torn Bosnia-Herzegov-
ina and newly democratic Serbia?
Was Albania, a bandit
‘statelet’ still recovering
from the excesses of
fifty years of Stalin-
ist rule, a credible
future member of
the Union? And
what about the
perennial ques-
tion of Turkey’s
relationship with
the Union, a matter
even more pressing
since its formal alliance
with the Turkic-speaking
Central Asian states?

Second, the governance of the
Union had become even more compli-
cated with enlargement, despite regu-
lar efforts by the member states to ad-
dress these matters through piecemeal
reforms agreed at so-called intergov-
ernmental conferences (IGCs). These
issues included the size of the Euro-
pean Commission, the right of member
states to their own individual commis-
sioner, the balance of power between
small and large states in the decision-
making Council of Ministers, and the
size and precise role of the European
Parliament.

Third, there was a broader political
dilemma at the heart of the European
Union. Governments had ceded wide-
ranging powers to EU institutions with-
out ever trusting them to use these
powers. The traditional European
method had been to promote economic
integration in order to obtain political
objectives that had remained deliber-
ately obscure. The elites orchestrating
this process argued that the method
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was justified because no one had an in-
terest in frightening electorates; but the
critics countered that the approach was
an affront to the principles of account-
ability, democracy, and popular
legitimacy.

Economic and monetary union—
EMU—was the last hurrah for the
Monnet method for building Europe by
stealth. Surrendering control over the
money supply and interest rate policy
was a breathtaking concession for the
nation-states of Western Europe. From
January 1, 1999, decisions in this area
lay in the preserve of the European
Central Bank (ECB) in Frankfurt. De-
spite several hiccups—notably the dol-
lar-euro crisis of 2005, which led to a re-

configuration of the international
f1nanc1a1 system, and the

duced a peaceful and prosperous feder-
ation of England, Wales, Northern Ire-
land, and a Scotland, which was inde-
pendent in everything but name.

Blair offered his own contribution to
the debate in the Euro “Federalist Pa-
pers” circulating at the time, through
an essay entitled: “EU-rope: My Way
Forward.” His blueprint borrowed
heavily from Franco-German thinking
in the early 1990s. In crude terms, Blair
declared that the challenge was how to
reconcile the EU’s commitment to a
“wider Europe” through expansion to
the East with a “deeper Europe,” which
would inevitably result from the launch
of the single currency.

This tension between the “wider Eu-
rope” and the “deeper Europe” had be-
_come obvious in the early years of the

“Blair was determined to lay this
as part of a wider
between the UK and Euope and

br1ef suspension
of Italian member-
ship of the euro
zone in 2010—
EMU had been a
#  success measured in

terms of economic
growth in the euro zone
and the use of the euro as a re-
serve currency.

By 2015, however, the need to define
the EU’s goals and establish clearer
boundaries between the supranational
institutions (European Commission,
European Court, and ECB) had be-
come more acute than ever. At this
point, Tony Blair, acting in concert with
the leaders of France, Germany,
Poland, and Spain, called for a new con-
stitutional settlement in Europe. It was
time, he declared, for a constitutional
convention along the lines of the his-
toric gathering in Philadelphia that pro-
duced the Constitution of the United
States of America.

Blair was better placed than most of
his fellow European leaders to put the
case. He was Europe’s longest-serving
prime minister, a man of ceaseless en-
ergy who had worked with single-
minded determination to end his coun-
try’s age-old ambivalence toward the
Continent. At home, he could also point
to his own constitutional settlement in
the United Kingdom, which had pro-

twenty first century After the entry of
the UK, Denmark, and Sweden in
2002-2003, the euro zone comprised all
fifteen members of the Union. The ad-
vantage was that divisions between the
original eleven-strong euro club built
around France and Germany and the
four outsiders no longer existed; but
the disadvantage was that EMU raised
the prospect of a new “Velvet Curtain”
dividing prosperous western and
poorer eastern members.

The gulf between east and west had
become apparent in the wake of the
agreement in 2005 on the terms of the
first EU enlargement to the east, en-
compassing the Czech Republic, Hun-
gary, and Poland. Thanks to strong
pressure from the Mediterranean coun-
tries, led by France, Spain, and Portu-
gal, the fifteen heads of government
had insisted on lengthy transition peri-
ods to institute the Common Agricul-
tural Policy (CAP) and allow for free
circulation of farm products. This delay
was designed partly to protect higher-
cost producers in the West; but it would
also spread out the exorbitant cost of
extending the generous CAP price sup-
ports to Poland, where one-quarter of
the working population derived their in-
come from the land.

Other lengthy transition periods
specified in this agreement covered en-
vironment policy—where the Eastern
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WHAT THEY SAID: PETER SUTHERLAND

Peter Sutherland is co-chair-
man of BP Amoco Plc and
chairman and managing di-
rector of Goldman Sachs Inter-
national. The former attorney
general of Ireland and former
European commissioner was
interviewed by Mike Burns in
Dublin. The following are ex-
cerpts from the book Europe in
the New Century: Visions of
an Emerging Superpower

© Lynne Rienner Publishers
2001.

What does globalization
mean for Europe?

I believe that with globaliza-
tion the regional identity of
Europe is going to become
more and more important.
This does not mean in any
sense that one loses one’s
sense of national identity. I
would always be an Irishman
first and a European second,
rather than the other way
around. But I happen to be-
lieve that an integrated Eu-
rope, which will require us to
share more sovereignty and
to be more involved as a re-
gion, is both inevitable and
desirable.

With globalization, we have
to be in a position to positively
influence the development of
the world, and you cannot sim-
ply opt out. If Europe were to
remain a fractured series of in-
dividual nation-states, none of
them—even the most power-
ful—would be able to influ-
ence positively the develop-
ment of the world, and as an
entity we will be able to do so.
We are already doing it
through trade policy, where

the European Union speaks
with one voice. Economically,
Europe will be quite success-
ful, galvanized by the integra-
tion that is taking place, that is
forcing us to become competi-
tive and to restructure our in-
dustries on a regional basis
rather than on a national basis.

I do not have a negative vi-
sion about the future of Eu-
rope. Many people look at the
United States, with a far lower
unemployment figure. I think
that this is a reflection of a
greater economic dy-
namism—for the time
being—in the United States,
but it should also be borne in
mind that between 1985 and
1992 the European Union had
a greater growth rate than the
United States and, secondly,
the European Union today
has a favorable balance of
trade with the rest of the
world whereas the United
States has a massive deficit.
So, looking at Europe eco-
nomically as being a failed en-
tity, or a failing entity, a sort
of tourist resort for visiting
oriental businessmen, is re-
ally quite ridiculous.

There is an inherent dy-
namism that the euro, in par-
ticular, is going to help to de-
velop in Europe. With regard
to the political face of Europe
in the year 2001, we will be
going through our constant
debate about the extent of
which this integration process
should proceed, complicated
by the need to enlarge the Eu-
ropean Union, ultimately per-
haps to a membership ap-
proaching thirty.

This will require leader-
ship and foresight at a Euro-
pean level that is not very evi-
dent today, but we have
muddled through—and more
than muddled through. We
have been rather successful in
developing the European
Union over some decades,
and I cannot believe that we
are going to permit ourselves
to lose what has been
achieved.

So I hope, and basically
believe, that we will continue
in our faltering progress to-
ward greater integration. For
example, in the area of for-
eign policy and defense, as
well as the economic areas,
we will begin to do more to-
gether, because we have to.

Do you believe Europe will
be a global player in the
new century?

I do feel Europe will be a
global player in the new cen-
tury. It is already a global
player. Having been inti-
mately concerned with the
conclusion of the Uruguay
Round and setting up the
World Trade Organization, I
can say without hesitation
that if Europe had not negoti-
ated the Uruguay Round with
one voice, there would not
have been a Europe, there
would not have been a World
Trade Organization, and the
whole process of globalization
would not be taking place as
it is taking place.

We need a balance in the
global economy and govern-
ment structures. We cannot
simply have one player—the

United States—that is so dom-
inant in debate, whether it be
political, economic, foreign
policy, or defense areas, that
there is only one decision-
maker. That is not good either
for the United States or for Eu-
rope, and it would ultimately
lead to tensions and pres-
sures, even greater than those
that already exist between the
major economic players in the
world, the United States, Eu-
rope, and Japan.

This is something that
prominent thinkers on both
sides of the Atlantic are say-
ing—that we need a balance
in global governments and
the only way that you can ac-
quire that is by Europe speak-
ing with one voice and play-
ing a constructive role in
developing relationships, par-
ticularly transatlantic relation-
ships but global relationships,
as a single player.

What do you see as the
other major threats or
problems for Europe in
the new century?

There are a series of major
threats to Europe in the new
century. The first one is to re-
tain our economic model,
which requires a certain de-
gree of social support—a so-
cial welfare system, if you
like—at the same time as
competing in a global econ-
omy where competition could
be argued to create a race to
the bottom in terms of tax or
social policies, labor policies,
and so on. It’s possible to
marry both. In other words, it
is possible to increase com-
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petitiveness and productivity while re-
taining a sense of balance in regard to
social responsibility within the European
Union as a whole and the member states
individually in particular.

The real crises that we will face in the
new century are going to be global
crises. There is, therefore, clearly a need
to coordinate responses to environmen-
tal threats globally, and Europe has to
play a significant role in that. Equally, we
cannot pretend or profess indifference to
major political events that are taking
place in other parts of the world, includ-
ing in our own continent.

We cannot, therefore, ignore the fact
that there will be political and human
crises around the world where we have
to play a part, and I see this ultimately as
the constant battle, in political terms, be-
tween nationalism and a sense of recog-
nition that we live in an interdependent
world and that interdependence de-
mands that we act together.

It’s not irrelevant to Europe, for
an example, that the emissions coming
from coal-fired power stations in Asia
have a major effect on global warming
nor that the forests in Brazil and
their destruction has environmental

“A uniquely valuable resource.”
—INis CLAUDE, JR.
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effects everywhere else.

The real threat to the future is the
threat that we cannot globally combine in
advancing policies that are of importance
to the survival of the planet and the peo-
ple on it.

Where do you see the boundaries of
Europe in the twenty-first century?
The question of the physical boundaries
to an integrated Europe is largely a ques-
tion of pragmatic analysis. Can we re-
structure the European Union institu-
tionally to actually effectively deal with
the larger size of this extended Europe?
Can we do this without alienating the in-
dividual peoples of Europe because of
the size of the structure that they are
part of and the fact that they feel that
they have a diminishing involvement in
decision-making? And secondly, are the
countries like Russia who might join, ul-
timately—and that is a very long way
away—are they able to play a full part in
the system and abide by the disciplines
and have the same commitments that
exist with the European Union?

Or is the membership of country X
just too big a bite to take, as a result of
which the entire edifice will become un-
workable? I don’t think, therefore, there
is any predefined point beyond which
you cannot go. It all depends on what
can effectively be achieved.

My own view is that we have to tread
very cautiously in extending and grow-
ing the European Union because there
isn’t much point to anybody joining an
entity that, as a result of their joining, is
going to collapse under the weight of its
size and inadequate structures.

On the other hand, we have a moral
obligation to not be an exclusive club
that denies access to those who have the
commitment to the type of society that
fundamentally we believe is appropri-
ate—a democratic society, a society that
protects human rights, a society that
economically has developed to a level
that it can accept and respond to the dis-
ciplines within the EU that are required
to make it function as a single place.

So it’s a pragmatic question. Jean
Monnet and the other founding fathers
of the European Union never saw it as
being an exclusive club. They saw it as
part of a process that ultimately—and
maybe this is Utopia—would lead to a
greater global governing structure.

So I don’t put a boundary, I don’t say
that Russia could never join the Euro-
pean Union, but star-gazing as to when
and how that will actually happen may
not be appropriate because at the
moment it’s clear that we are a very,
very long way away from that being
conceivable.




REPORTER'S NOTEBOOK: TABD LEADERS MEET IN GINCINNATI

usiness leaders from the
BUnited States and the

European Union met in
Cincinnati November 17-18
to tout the benefits of open
trade and press their govern-
ments to do more—an annual
ritual carried out over the
past five years under the aus-
pices of the hopefully named
Transatlantic Business Dia-
logue (TABD).

Having a “dialogue” over
trade has never been easy. But
this year it has been particu-
larly difficult, with high-octane
disputes between the United
States and the EU raging over
everything from corporate tax
breaks and aircraft “hush kits”
to beef and bananas.

Yet the 100 or so business
executives who attended this
year’s TABD conference were
quick to restate the impor-
tance of their work, which,
while little-noticed by the
public at large, continues to
have a positive impact on the
corporate bottom line—and
on government efforts to im-
prove US-EU commercial ties.

The TABD—a loose asso-
ciation of CEOs and other in-
dustry leaders from both
sides of the Atlantic—has run
up an impressive record of ac-
complishments since it was
created in 1995. It has
worked, for instance, to estab-
lish an “early warning” mech-
anism to head off potentially
damaging trade disputes be-
tween the US and the EU. It
has also provided essential

business input into negotia-
tions that eventually led to
several US-EU “mutual recog-
nition agreements,” which
aim to cut costs associated
with product testing and certi-
fication—and therefore spur
trade. And the group played a
major role in bringing to
fruition the multilateral infor-
mation technology agree-
ment, which, since its enact-
ment in 1997, has boosted
transatlantic and world trade
in high-value, high-technol-
ogy products like computers
and telecommunications
equipment. Officials repre-
senting the CEOs and US and
EU governments say that
roughly half of the TABD’s
129 recommendations over
the past five years, in fact,
have already been put into
effect.

Deputy Treasury Secre-
tary Stuart E. Eizenstat said
recently that the TABD has
become “deeply enmeshed
and embedded into the US
government decision-making
process on a whole range of
regulatory, trade, and com-
mercial issues,” while Euro-
pean Trade Commissioner
Pascal Lamy has called the
TABD a “precious jewel.”

This year, however, the
TABD jewel was tarnished by
several developments that
were clearly beyond the con-
trol of CEOs, such as the fail-
ure of the American people
by the time of the Cincinnati
gathering to convincingly

elect a new president—which
prompted some delegates to
wonder to whom, in fact,
they were directing their
recommendations.

Eizenstat, a long-time sup-
porter of the TABD process,
sought to reassure the dele-
gates by insisting that any US
administration, whatever its
political makeup, would be
foolish to ignore the advice
being offered to governments
by business through the
TABD.

“I don’t know of any other
private-sector initiative that’s
had as much impact on gov-
ernmental decision-making as
the TABD,” he said.

Business leaders were also
distracted in Cincinnati by
labor and environmental ac-
tivists who decided to make
their voices known not unlike
they did during the World
Trade Organization meeting
in Seattle last year—albeit
less destructively—with hun-
dreds of protestors taking to
the streets to oppose to what
they called the corporate
world’s cynical involvement in
government efforts to bring
down barriers to trade around
the globe.

“What TABD corporations
think of as ‘barriers’,” said
Lori Wallach, director of
Ralph Nader’s Public Citizen
Global Trade Watch, “we
cherish as our key worker
protection, consumer safety,
and environmental laws
guarding the public health,

protecting us from unsafe
products, and keeping our air
and water clean.”

George David, chairman
and CEO of United Technolo-
gies Corp., who co-chaired
the TABD conference this
year, along with Bertrand Col-
lomb, chairman and CEO of
Lafarge, said that the busi-
ness community would be ill-
advised to turn their backs on
the protesters and others who
share their views.

The EU’s Lamy, speaking
at the TABD meeting, also
said it would be wise for gov-
ernments to take the views of
the protestors into account,
citing the need for solid pub-
lic support in launching new
trade liberalization initiatives.
“We can’t ignore the demon-
strators outside,” he said.

But Lamy along with all
the other speakers at TABD
event, which reportedly cost
$750,000 to put on, were
quick to reaffirm their com-
mitment to open trade—what-
ever the demonstrators may
say.

Most CEOs, however, in-
cluding David of United Tech-
nologies, said that the protest-
ers were clearly honing in on
the “wrong target” when they
targeted trade as the source
of all ills.

“We have to take the bad
with the good,” David said.
“But overall trade is a giant
plus for the US economy and
US workers.”

—Gary Yerkey

EU NEWS

Lamy Pledges Action on
AIDS Medicines

[ uropean Trade Commis-
— sioner Pascal Lamy
___marked World AIDS
day (December 1) by con-
firming his commitment to
action to make safe, afford-
able medication available to
all who need it. “We are com-
mitted to doing whatever is
necessary to shape the right
conditions so that the poor-
est of the poor have access to

the medicines they deserve.
Increasing access to af-
fordable key pharmaceuticals
is a must in the fight against
the three main communica-
ble diseases, that is, malaria,
tuberculosis, and of course
HIV/AIDS, which is in the
spotlight today,” he said.
Lamy was joined by two
other European commission-
ers, Poul Nielson (develop-
ment and humanitarian aid)
and Philippe Busquin (re-

search), in expressing sup-
port for efforts to combat
HIV/AIDS with all means at
their disposal.

EU-US Summit
he EU-US Summit will
| be held in Washington
on December 18. The
summits, which are twice-
yearly events, have been tak-
ing place since 1990. On the

agenda will be a wide range
of issues facing the transat-

lantic partners—including
trade, economic and political
issues. The European Union
will be represented by
French President Jacques
Chirac, European Commis-
sion President Romano
Prodi, and European Trade
Commissioner Pascal Lamy,
among others. President Bill
Clinton will represent the
US for the last time before
he steps down in January
2001.




BUSINESS BRIEFS

[ urope’s merger and ac-
— quisition boom has gone
|___flat with the value of an-
nounced deals reaching
$888.3 billion by mid-Novem-
ber, way short of the $1.2 tril-
lion for the whole of 1999.

The slowdown, reported
by Thomson Financial Se-
curities Data, is the result of
a slide in share prices, the
continuing weakness of the
euro, a tougher regulatory cli-
mate, and a steep decline in
M&A activity in the telecoms
industry.

While the value of
mergers and takeovers of
European targets to mid-
November was slightly ahead
of the $849 billion of deals
booked by the same time in
1999, the steady decline in
business in the second half of
2000 made it unlikely that
M&A activity will match last
year’s record.

Europe’s telecommunica-
tions companies have put ac-
quisitions on hold because
they have spent more than
$100 billion acquiring so-
called third generation mo-
bile phone license and will
have to spend a further $100
billion building the networks
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to deliver high-speed Inter-
net, music, and videos
through mobile telephones.
Telecom companies spent
$146 billion on mergers in the
first ten months of 2000, less
than half the $359 billion of
deals in the whole of 1999.
o000

Bertelsmann, the pri-
vately-owned German media
giant, and the United King-
dom’s EMI were moving
close to a merger of their
music businesses to create
the market leader in the
world’s $40 billion record in-
dustry. Bertelsmann pro-
posed transferring its music
unit BMG, which owns the
Elvis Presley catalogue, into
EMI, which has the Beatles
on its books, in return for a
50.1 percent stake in the en-
larged company, which would
keep its listing on the Lon-
don Stock Exchange.

The move, which came
after European regulators
killed off a planned $20 billion
merger between Time
Warner’s Warner Music
Group and EMI, marks an-
other step in the transforma-
tion of Bertelsmann into a
partially public company.

RTL, the pan-European televi-
sion group in which it has a
35 percent stake, was floated
on the stock market earlier in
the year.

Large swathes of Bertels-
mann remain private, includ-
ing Random House, the
New York publisher, Gruner
+ Jahr, its newspaper and
magazine business, and its
fast growing e-commerce
operation.

L N J

Philips Electronics, the
Dutch consumer electronics
giant, paid $1.7 billion for
Healthcare Solutions Group
of the US, taking its total
spending on health equipment
manufacturers to more than $4
billion in two years.

The acquisition of Health-
care Solutions, which has an-
nual revenues of $1.5 billion,
made Philips the world’s
third-largest maker of medical
equipment with yearly sales of
$3.5 billion, behind General
Electric’s GE Medical Sys-
tems and Siemens Medical
Systems, a unit of Germany’s
Siemens group.

Philips’ spending spree
has concentrated on the US,
where it paid $426 million for
ADAC Laboratories, a radio-
therapy equipment maker,
$1.2 billion for MedQuist, a
medical-transcription com-
pany, and $S800 million for
ATL Ultrassound.

L N J

The Dutch government
agreed to privatize Amster-
dam’s Schiphol airport,
paving the way for a stock
market flotation by mid-2001
that is likely to value Europe’s
fourth-largest hub after Lon-
don Heathrow, Paris Charles
de Gaulle, and Frankfurt, at
more than $2 billion.

The government’s deci-
sion to sell the state’s 75.8
percent shareholding in
stages ends a tortuous three-
year debate, but Schiphol,
which is regularly voted Eu-
rope’s top airport in passen-
ger surveys, is still mired in a
dispute over noise levels that
could curb its growth.

Gerlach Cerfontaine,
Schiphol’s chief executive,
said an initial public offering
would give the airport com-

pany room to “spread its
wings internationally” and in-
crease investment. Schiphol
is handling the modernization
of New York’s Kennedy air-
port, but says it has been ex-
cluded from projects abroad
because it is perceived as a
state company.

Meantime, Schiphol and
Frankfurt airport will launch a
joint venture in January called
Pentares, which will manage
retail outlets at airports
around the world and develop
logistics operations at key
hubs, such as Hong Kong.

LR N ]

Eastern and Central Eu-
rope and the former Soviet
Union are set to grow their
economies by almost 5 per-
cent this year, the best perfor-
mance since the collapse of
the Berlin Wall in 1989, but
foreign investors are still giv-
ing the region a wide berth.

The former communist
economies will expand by 4.8
percent this year compared
with 2.5 percent in 1999 and
1.1 percent in 1998 when Rus-
sia’s financial crisis slowed
growth across the region, ac-
cording to the European
Bank for Reconstruction
and Development, which
forecasts growth of 4 percent
in 2001.

“Perhaps the most striking
aspect of the current recovery
is that for the first time since
the start of transition (from
communism to capitalism) it
is broadly based across the
region,” the London-based
bank said in its annual transi-
tion report. For the first time
since 1989, Russia will grow
more strongly, at 6.5 percent,
than Poland, the second-
largest economy.

—Bruce Barnard
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Europeans were still struggling to clean
up the pollution of the communist
era—and the free movement of labor.
Here those countries bordering the for-
mer Soviet bloc—notably Austria and
Germany—had shown themselves to
be ultra-orthodox. They insisted that
controls should remain for ten years in
order to guard against the influx of
cheap labor, especially in the profes-
sional sector. Their arguments were in-
finitely strengthened by the provisions
of the Schengen Treaty, which allowed
free circulation of people among signa-
tory countries but created a uniformly
strict control on entrants from outside
this new zone of “freedom, security,
and justice.”

Blair had always been a fervent ad-
vocate of eastern enlargement, but he

)articular ghost to rest
>onstitutional settlement
vithin Europe itself.”

was well aware that British motives in
this area were invariably suspect. Mem-
ories of Margaret Thatcher were still
strong, and many thought that Blair, a
self-confessed admirer of the Iron Lady,
was still intent on using enlargement to
dilute broader political integration and
turn Europe into little more than a free
trade zone. Blair was determined to lay
this particular ghost to rest as part of a
wider constitutional settlement be-
tween the UK and Europe and within
Europe itself.

His first premise was that a “core”
Europe existed between members of
the euro zone: that is, the fifteen mem-
ber states of the EU plus Switzerland
and Norway. For more than fifteen
years, the bulk of these countries had
developed a fairly sophisticated
macroeconomic policy, in which the in-
dependent professionals running the
European Central Bank cooperated
with the elected politicians meeting in
the Council of Economic and Financial
Ministers (ECOFIN) forum of finance
ministers. The biggest institutional step
came when member states agreed to
allow one political representative to sit
alongside the president of the ECB and
speak for the euro zone in a new G5
forum that included the US, Japan,
China, and Russia. For the UK, France,
Germany, and Italy, participants in the
old G7 arrangement, this concession

signaled the birth of a genuine “mone-
tary Europe.”

Blair’s second premise was that the
new wider Europe had to become more
flexible. This would require the imposi-
tion of minimum obligations on mem-
bers in key areas to preserve the co-
herence of the Union, such as
competition policy, external trade, the
single market, and the signatory of
treaties with other countries. But it
would also require a continuation of
the policy of “subsidiarity”—the devo-
lution of decision-making to the lowest
appropriate level—which had con-
tained irredentist tendencies in north-
ern Italy, Catalonia, Corsica, and Scot-
land. In Blair’s view, indefinite
subsidiarity would require signatories
to the constitutional convention to enu-
merate the powers that the states
would delegate to the Union, but-
tressed by a Bill of Rights.

His third premise was that the
Union had to turn the much-vaunted
common foreign and security policy
into a credible instrument of power pro-
jection. For years, the Europeans had
ducked this challenge by pursuing
their own narrow interests and relying
on the US military presence as an insur-
ance policy in times of crisis. But after
the bloody intervention in the former
Serbian province of Kosovo by the
North Atlantic Treaty Organization
(NATO) and a less than impressive Eu-
ropean response to the Iraqi-inspired
collapse of the Saudi Arabian kingdom
in 2005, the US Congress insisted on a
substantial reduction in US troops in
Europe and a more active European
role in shouldering the security bur-
den. The advance of electronic and
satellite warfare made it even easier to
argue in favor of a sharp reduction in
US troop levels, which had fallen to
25,000 by 2010.

These views found widespread sup-
port among European leaders. Jean-
Marie Colbert, the French president,
was a firm advocate of a European “de-
fense identity” that would harness Eu-
ropean technological prowess to a
grander goal of a “political Europe”
thus helping France defend its tradi-
tional interests in stabilizing its south-
ern flank against an inflow of immi-
grants from North Africa while
containing the power of a united Ger-
many and its economic surrogates in
the East.

December/January 2000—-2001

Edmund Stoiber, the aging German
chancellor, was a reluctant convert to
the vision of a “political Europe.” Long
a béte noir among Europe’s political
elite because of his aggressive de-
fense of his native Bavaria against the
intrusive power of Brussels, Stoiber
had mellowed in his later years, espe-
cially after his upset election victory
in 2006. But he was unwilling to be
constrained by an exclusive Franco-
German alliance and keen to develop
closer relations with the UK, whose
economic success he envied. In the
end, his own fear of repeating the mis-
takes of the twentieth century—when
a revanchist Germany found itself
caught between France and Russia—
proved too strong to resist, and he
went along with Blair.

For Italy and Spain, the appeal of
“political Europe” was as strong as
ever. Fifty years before, successive
Christian Democrat governments in
Italy had used the then European Com-
munity to provide political cover for the
economic reforms necessary to break
the gridlock caused by the standoff be-
tween the communists and the right.
Spain, too, had invoked the perspective
of European Union membership to as-
sist in the transition to democracy after
the Franco regime. So it was hardly sur-
prising that these two medium-sized
powers were ready to join in a British
initiative aimed at producing a lasting
constitutional settlement.

The decisive argument, however,
was that the individual member states
needed to cooperate more closely in
order to exercise influence in a world
dominated by regional groupings.
These included: the US and its North
American Free Trade Area, which en-
compassed most of Latin America; the
awesome power of China; a resurgent
Japan supported by its links with the
Southeast Asian prosperity zone; a
shrunken but still powerful Russia; and
greater Turkey, which included the
bulk of the Central Asian states that
were formerly members of the Soviet
Union.

The question was how do leaders
reconcile this inchoate desire for a “po-
litical Europe” with the public’s linger-
ing attachment to the nation-state?
Stoiber argued that people had to think
in terms of a multiple identity for the or-
dinary citizen, which would encompass
regional, national, and European char-
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acteristics. Thus, a Bavarian attending the
World Cup would wear his short leather
trousers and feather cap but would cheer for
the German football team inside the stadium,
and of course, he would pay for his match
ticket in euros.

From Blair’s vantage point, Europe would
divide into concentric circles. The first circle
would embrace the members of the euro zone,
with their high degree of macroeconomic pol-
icy coordination. The second circle would in-
clude the members of the Union waiting to join
EMU but already part of the core in terms of
their adherence to the single market and to
the acquis communautaire (the rules and obli-
gations of membership). And the third circle
would embrace those countries willing but un-
able to join the Union.

The next step was to reorganize the Coun-
cil of Ministers so that the Union was not
held hostage by the national veto, especially
by so-called micro-states, such as Malta, or fil-
ibustering states, such as Greece. In essence,
this involved trading the national veto for a
generous voting allowance in the Council of
Ministers, which would maintain the delicate
balance of power between small and large
countries, and offering the small states a rea-
sonable chance of having proper representa-
tion in the European Commission (now re-
duced to fifteen commissioners).

By far the most difficult task was to reach
agreement on a new European constitution.
Many predicted it would be an impossible task
to reconcile the interests of countries with dif-
ferent languages, cultures, and traditions. In-
deed, it took two years of debate among the
finest minds on the continent to agree on an
acceptable definition of “federalism.” The Eu-
ropean Bill of Rights was no less contentious,
though Blair’s argument that delegates should
draw inspiration from the United States’ Decla-
ration of Independence struck a powerful
chord.

The final document was mercifully short
and readable. Instead of the impenetrable
Maastricht and Amsterdam treaties, the public
was offered a document that approximated
plain English (as well as French, German, Ital-
ian). It gave some hope to those in favor of a
more centralized approach to decision-
making, but it came down broadly in favor of
“nation-states rights.”

The new Confederation of the United States
of Europe was the successor to the European
Union. There were, however, many who said it
resembled the Holy Roman Empire, and they
comforted themselves in the knowledge that,
though far from perfect, this arrangement
lasted longer than most. @
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For a chapter entitled “Personal Vi-
sions” in Europe in the New Cen-
tury (published this month by Lynne
Rienner; 250 pages; $17), our jour-
nalists interviewed European leaders
from an array of fields and back-
grounds to find out how they see Eu-
rope changing over the
course of the new cen-
tury. During the inter-
views, the leaders were
asked to discuss what it
means to be European in
the twentyfirst century
and to predict how Europe will
change economically, politically, so-
cially, and environmentally. Here
Jollow excerpts of those interviews:

Robin Cook

Foreign Secretary of the United
Kingdom

What does it mean to be European in
the twenty-first century?

It means being part of a common
European home in which diversity
is celebrated, national cultures are
thriving, and pan-European cooper-
ation comes naturally. It means ac-
cepting each other for how we are,
rather than trying to create a ho-
mogenous single whole. It means
being as at home in Warsaw and
Budapest as in Paris or Edinburgh.
And it means traveling, working,
living, and learning freely and hap-
pily across the continent.

\/ISIONS

European leaders forecast the future

Do you think Europe will be a global
player in the new century?

By speaking and acting with one
voice, Europe should become an
increasingly influential global
player. The appointment of Javier
Solana as the high representative
for Europe’s Common
Foreign and Security
Policy is an important
step. I am personally
delighted that Mr.
Solana [is] the first oc-
cupant of this new
post. He will bring to it the right
mix of authority, experience, and
global perspective. The ongoing
debate, launched by Britain, on
European security and defense,
should give Europe the capability
to act effectively. What we need to
learn now is the habit of talking
and acting together—not so we
can dilute our countries’ individ-
ual sovereignty but the reverse. If
we work together, we all have
more influence than if we worked
individually.

What do you see as the major threats
to Europe in the twenty-first century?
Globalization is bringing us many
benefits, but it also brings with it
new threats and new dangers.
The drug trade is now second
only to the oil trade in value. In-
ternational criminals lead the way
in working effectively across bor-
ders. Weapons proliferators are



Jean-Claude Juncker

learning how easy it
can be to ship danger-
ous weapons around.
And the global envi-
ronment is in serious
danger.

We will have to con-
tinue to be resolute in
standing up for our val-
ues, and defending our
security. If we are, then
despite all the threats we face, then Eu-
rope will pull through.

Anna Lindh

Foreign Minister of Sweden

What will Europe look like in 20207

We will see in the next century that we
are more integrated in Europe. En-
largement will continue to lead to a
more integrated Europe. I hope that in
the year 2020, enlargement will have
gone through. We will also see the
Balkan countries as members of the
European Union.

At the same time, we will have big
regional differences, and that is impor-
tant as well—not to take the cultural
differences away in Europe, but we will
have joined together in our efforts both
for security and for jobs, for the envi-
ronment, and all those questions which
we can most easily solve together.
When I'm talking about Europe in
2020, I'm talking about the European
Union. It will be the dominant institu-
tion, absolutely.

Anna Lindh

As a former environment minister, do you
think Europe’s going to continue to be a
leader in environment field in the next
twenty years?

I hope so because so far Europe has re-
ally been dominating the international
scene concerning the environment, and
Europe should continue in order to get
other parts of the world to go along,
and to prove that it’'s possible to have
economic growth at the same time as
you have sustainable development.

Why is it that Europe seems to be ahead of
the other countries on environmental
issues?

We started to deal with the environ-
mental problems before most other
countries did. Then another important
factor is that you have also a very
strong belief among the European citi-
zens and a very strong concern about
the environment, and so it’s also very
important for politicians to really deal
with the environment. The third rea-
son—and it is the same for European
and US enterprises—([is] that all busi-
nesses realize that the environment is

Mary Robinson

important for having a longer-term per-
spective on business. Therefore, the
business society, at least in some Euro-
pean countries, cares quite a lot about
the environment and getting sustain-
able development and about produc-
tion, for example.

Jean-Claude Juncker

Prime Minister of Luxembourg

What does it mean to be a European at the
beginning of the twenty-first century?
Probably more than it meant fifty years
ago. One has to consider that the Euro-
pean integration process was born out of
the ashes of the old European order, a
nationalist order that was at the core of
the two world wars that were fought on
this continent. Ever since the 1950s, the
political will to create a European sphere
of security, solidarity, and prosperity has
taken shape and has brought us to the
creation of the European Union.
Concepts like European citizenship
lead to a higher degree of conscious-
ness that being a European means as
much as being English, French, Ger-
man, or Luxembourger. All these na-
tionalities share centuries of common
history that, in its diversity, has created
a unique European identity—that is
well worth preserving. I believe the Eu-
ropean integration process as well as
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the European social model, for in-
stance, [set] examples for any part of
the world to move toward more cooper-
ation and less confrontation.

What will the position of Europe be in the
world in the twenty-first century, economi-
cally, politically, and culturally? Will Eu-
rope be a global force in these areas?
Europe, or the European Union at least,
is already the biggest global player as far
as its economic strengths and impact
are concerned. The Amsterdam Treaty
and the recent decisions taken at the
Cologne summit [June 1999] will give
the European Union an improved visibil-
ity in international and security politics.
It should, however, be clear that the Eu-
ropean Union has no ambitions whatso-
ever to become a competitor to anybody.
What we want is to be a reliable partner,
ready to assume responsibilities and act
according to them.

Mary Robinson

United Nations high commissioner for
human rights and former president of
Ireland

You have been at the forefront of the cam-
paign, a champion of women’s rights. How
do you see women in key roles in politics
and governments in the twenty-first
century?

Certainly, I believe it has been very im-
portant that, in the last twenty years,
women have been participating in gov-
ernment, in administration, in business,
in the trade union movement and in
community life. Two points occur: one,
it has helped to balance the priorities,
because women bring a whole range of
concerns that haven’t been addressed
sufficiently at the political level; sec-
ondly, and equally important, women
bring an organizational skill and way of
doing things. It’s reflected, for example,
in the network approach. It's nonhierar-
chical, and it tends to be practical and
ready to adapt to the realities of a situa-
tion instead of being hedged in by insti-
tutional, hierarchical structures. It’s
partly that women didn’t exercise
power in the traditional sense and are
therefore more likely to want to resolve
problems and to adapt the structure to
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