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I t was, you might say, a difficult Monday. The Dow dropped 508 points, 
and tensions in the Persian Gulf rose a degree or two when U.S. warships 
retaliated against an Iranian missile launching site. A crisis of confidence 

had suddenly rocked an otherwise peaceful world; in the midst of steady eco­
nomic growth, a wave of financial panic spread around the globe, and its 
aftershocks are still being felt. 

It was a bad day, but good lessons are coming out of it. For it dramatically 
underscored how closely tied the world's economies have become, and how 
critically important international cooperation and coordination really is. An 
unfortunate difference of views between the United States and Germany over 
interest rates seemed to pull the rug out from under the Louvre accord, and 
the resulting threat of unstable exchange rates fed the panic on Wall Street. 
Since then, they have reaffirmed their commitment to the all-important Lou­
vre accord. 

Moreover, the Administration has moved to address the problem of the 
budget deficit -considered by most economists to be a key cause of the trade 
deficit and a threat to future economic growth-and may also have found new 
reason to veto any protectionist legislation that comes out of Congress this 
fall. 

In the Gulf, meanwhile, the last two months have seen a steady growth in 
European support for the United States. European minesweepers have joined 
American forces in keeping the tanker routes open and, as john Peterson 
writes in this issue, a new European willingness to exert its military influence 
seems to be in evidence. Whatever the future holds for the Gulf conflict, the 
United States is clearly not standing alone in the protection of Western inter­
ests, and this is a good thing. 

Black Monday brought home the fact that the threats we face, whether 
military or economic, we face together. The global economy has become a re­
ality; neither the United States nor Europe can really go it alone. Policy made 
in European capitals depends on policy made in Washington-and vice versa. 
And key to our continued economic growth and stability is the lifeline of free 
trade. 

If the shadow of Smoot-Hawley (the protectionist legislation enacted after 
the 1929 crash that brought on a world depression) was felt in Washington 
before, it has become especially dark now. Free trade matters; it matters de­
cisively. As the trade bill goes through Congress, let us hope that the new re­
ality of global economic interdependence-so recently and dramatically 
proven-will not be ignored. Instability on Wall Street is unsettling. The clos­
ing down of world trade would be disastrous. The lessons of Smoot-Hawley 
should not be forgotten. 
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Constant dredging of silt and sludge is required to keep Rotterdam, the world's largest port, from accumulating the silt deposits that flow 
down the Rhine River. 

AMSTERDAM 
Saving the 
Environment 

G rowing environmental 
consciousness in the 

Netherlands has sparked ac­
tion from various quarters. 
Dutch Minister for Housing 
and Environment, Ed Nijpels, 
recently announced that the 
government plans to spend 7.2 
billion guilders ($3.6 billion) on 
environment investment, and a 
further $296 million in 1988 on 
cleaning contaminated soil. 
Virtually simultaneously, the 
Federation of Dutch Trade 
Unions (FNV) issued a report 
calling for an investment pro­
gram for environment infra­
structure totalling $5.75 billion 
over the next five years. "It 
will improve the living climate 
and offer employment to 
32,000 unemployed," the FNV 

said, pointing out at the same 
time that private Dutch firms 
also had a vital role to play in 
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the environmental effort. The 
report estimated that private 
enterprise should spend $9.31 
billion on environmental mea­
sures. "This will amount to a 
total investment program of 
some $15 billion," an amount 
with which "damage done can 
be repaired and future damage 
prevented. Government and 
private firms must share the 
costs." 

The Netherlands, because of 
its geographical situation, is 
more prone to industrial pollu­
tion than many other countries 
and has to contend with much 
of the pollution of the Rhine 
River. In addition to this, the 
rivers that flow through the 
country serve not only as 
transport routes for ships and 
cargo, but also carry along 
large quantities of silt. The 
current slows down at the 
Rhine estuary and with each 
incoming movement of the 
tide, the North Sea leaves de­
posits on the bed of harbors 
and rivers, on which silt depos­
its heap up. Left to nature, the 

Netherlands's harbors would 
silt up in no time and especially 
Rotterdam, strategically lo­
cated on the North Sea, would 
no longer be the world's larg­
est port if the Dutch did not 
keep one step ahead of nature, 
by constantly dredging the 
sludge, an activity that falls un­
der the responsibilities of the 
Ministry of Transport and Pub­
lic Works. In the case of Rot­
terdam, the quantities of 
dredged silt are so vast that, 
according to the port authority, 
70 giant tankers could be filled 
with sludge every year. 

Formerly, disposed silt was 
used to raise the level of pol­
ders. But the increasing pollut­
ants in the water and silt de­
posits, which are discharged 
into the Rhine by the cities and 
industries along its basin, are 
now known to pose a threat to 
the densely populated Rotter­
dam area. Recently, therefore, 
a huge storage site for dredged 
sludge-an area of about 260 
hectares-was inaugurated by 
Dutch Minister for Transport 

port and Public Works, Neelie 
Smit Kroes. 

A definitive solution can only 
be found if the discharge of 
pollutants is controlled at the 
source, Jan Goeijenbier of the 
Rotterdam municipal council 
said, noting that there are 14 
chemical and other indus­
tries-Dutch, German, French 
and Swiss-that discharge 
hazardous pollutants into the 
Rhine, including heavy metals 
such as cadmium, chrome, zinc 
and mercury, to name a few. 

Rotterdam is therefore 
seeking a close dialogue with 
the other countries along the 
Rhine to see whether and how 
these polluting discharges into 
Europe's main artery can be 
reduced or avoided. Four of 
these industries, Goeijenbier 
said, had already shown their 
willingnes to discuss the issue. 

A first step toward positive 
action was a meeting in Octo­
ber in Strasbourg, France, at 
which ministers of the Govern­
ments of France, the Federal 
Republic of Germany, the 



Netherlands and Switzerland, 
as well as observers of the Eu­
ropean Community and Bel­
gium, met to discuss further 
measures to reduce pollution 
and to avoid incidents like the 
November 1986 fire at the 
Sandoz chemical warehouse 
near Basel, Switzerland, which 
caused the most serious and 
devastating serious pollution of 
the Rhine in many years. At 
the meeting, the Dutch Gov­
ernment presented to the In­
ternational Rhine Commission 
an "action plan for the Rhine" 
based on findings by the 
McKinsey bureau in the Neth­
erlands. 

The main elements of the 
plan include the following: 
• That, between 1987 and 
1995, pollution of the Rhine by 
harmful substances must be 
tackled by applying the best 
technical resources. To obtain 
a 50-percent reduction over 
this period, heavy metal sub­
stances would have to be iden­
tified and included in the Rhine 
action plan. 
• That safety measures in firms 
and factories along the Rhine 
and other rivers would have to 
be stepped up and determined 
before the end of 1988. 
• That plans for tackling vari­
ous sources of pollution should 
be discussed and put into ac­
tion, while it is vital that the 
Rhine hydrological and mor­
phological situation should also 
be assessed. Over the next 
five-year period there would 
have to be regular checks to 
see that the set objectives are 
achieved. 

The Dutch Government fur­
ther urged that the small sec­
retariat of the Commission be 
enlarged to cope with the 
growing number of activities, 
and that activities be super­
vised by national top ex­
perts.-N EL Sus 

BONN 
The Wild West 
In Germany 

A love affair the Germans 
have had with the Amer­

ican West, based on the novels 

of Karl May, who never visited 
it, continues as passionate as 
ever, and is embodied in May's 
two main characters-Old 
Shatterhand, the white hunter 
and scout, and Winnetou, the 
Apache chief-who shared 
many adventures in trying to 
keep peace between the two 
groups. 

Today, "Western" clubs ex­
ist all over Germany-both in 
the West and in the East-and 
this year, both states com­
memorated the author and his 
work, which in his day headed 
the best -seller list for years 
and whose books still are re­
printed regularly. In the Ger­
man Democratic Republic, it 
was remembered that most of 
May's books originally were 
published in Dresden, - where 
he also lived, while in the Fed­
eral Republic, the post office 
did its part by issuing a special 
edition of 30 million stamps 
showing Apache Winnetou on 
the hunt. 

Western clubs in the 
German Democratic Re­
public have gone through 
an identity crisis for years, 
because the Communist­
ruled East had a difficult 
time trying to decide just 
how to handle them-as a 
group of American journal­
ists found out about 20 or 
so years ago when they 
visited the annual Baltic 
Week in the East German 
port of Rostock and dis­
covered a "Wild West 
Show'' being offered twice 
daily at an outdoor theater 
on the edge of town. 

The show had been orga­
nized by a couple of Western 
clubs, whose members were 
living in teepees behind the 
stage. Official permission for 
the show had been granted 
only after the Western club 
members came up with the 
idea of demonstrating just how 
oppressed American Indians 
were. An announcer explained, 
for instance, that Indian men 
stood their women against a 
round shield and threw knives 
and tomahawks at them be­
cause they had no other way of 
earning money to buy food. M­
ter the intermission, the first 
half was pretty much repeated, 
except that this time everyone 
dressed as cowboys. The an­
nouncer said cowboys learned 
knife and other tricks from the 
Indians because it was the only 
·way they could earn eating 
money during the long winter 
months when there was no 
other employment. 

There are no such restric­
tions in the Federal Republic, 
where Karl May associations 
have been free to give outdoor 
performances of his stories for 
decades. While many towns 
have their own festivals, there 
are two, Bad Segeberg in the 
northern region of Holstein, 
where the performances have 
been held since 1952, and 
Elspe in the Sauerland, that are 
the most well known for their 
annual Karl May events. 

Bad Segeberg boasts the 
ideal natural surroundings for 
the event, which is held in a 
spot where glaciers created a 
natural amphitheater overlook­
ing a gully twisting around a 
series of high-rising crags. 
Residents of the town play all 
of the roles and the show in­
cludes wild horseback chases 
and explosions. Elspe' s attrac­
tion, meanwhile, is Pierre 
Brice, the French actor who 
first portrayed Winnetou in a 

Karl f¥1ay inspired generations of German readers with 
his stories about the Wild West, which he himself had 
never visited. 
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movie version (in which Stew­
art Granger played Old Shat­
terhand) and who continues to 
slip into his Indian role every 
year. 

Now it seems as though 
there may be a new twist to the 
old stories of Winnetou and Old 
Shatterhand. This came a few 
years ago, when GUnther 
Beckmann, a management con­
sultant who emigrated to Ne­
braska from northern Ger­
many in 1956, returned with 
wife and son to see the Bad 
Segeberg performance. He 
says he was bothered by the 
fact that no real Indians were 
involved in the event: "All of 
the Indians were white guys 
with painted faces, and I de­
cided that what Bad Segeberg 
needed was some real Indians. 
Not real Indians who would be 
slaughtered in the play by 
white guys. Instead, I wanted 
to introduce real Indian cul­
ture." 

He realized his dream for 
the first time in 1986, when he 
brought several leading Indian 
dancers to Bad Segeberg. 
They performed for about 20 
minutes before the main pro­
gram, and at other times in Bad 
Segeberg's Indian Village. 
This was repeated in 1987 
with a different group of Indian 
dancers. 

To kick things off last year, 
Beckmann arranged a visit to 
the Bad Segeberg festival by' 
Reuben Snake, chief of the 
Winnebago tribe, and Hilda 
Neihardt Petri, daughter of 
Nebraska's late poet laureate, 
John G. Neihardt. Beckmann 
then arranged for the con­
struction in the town's Indian 
Village of a two-story Ne­
braska-style house, a frame 
building in the frontier style. 
Opened this spring, it already 
contains a library of N eihardt' s 
books, a display about black 
elk, the Oglala Sioux Holy 
Man, who was one of 
Neihardt's favorite subjects, 
and exhibitions of American In­
dian art. Of his efforts, 
Beckmann says: "Our aim is 
that Germans who come to Bad 
Segeberg won't just make a 
touristic trip, but will partici­
pate in a true cultural ex­
change." Eventually, he wants 
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the Nebraska house library to 
grow until it is a proper re­
search center for German stu­
dents of Indian culture and his­
tory.--WELLINGTON LONG 

COPENHAGEN 

Election 
Results 

16 that tried, made that hurdle 
during the election this fall. As 
a result, many political observ­
ers now expect early elections, 
and politicians of all parties 
have been heard to say--off 
the record although only half in 
jest--that what Denmark 
needs now is not new elections, 
but a new electorate, for al­
most all the traditional Danish 
parties and especially the Con­
servatives, lost heavily. 

Poul SchlUter, top left, remains Prime Minster following the Danish 
elections; Svend Auken, below left, has replaced Anker Joergensen, 
top right, as leader of the Social Democrats; Mogens Glistrup, below 
right, achieved a political comeback. 

I n a way, nothing has 
changed. The Danish coali­

tion Government, led by Poul 
Schltiter, survived the Septem­
ber election as expected, but 
with losses that surprised the 
opinion polls to such a degree 
that it was the pollsters who 
were declared the real election 
losers. 

Weak governments are 
nothing new in a parliamentary 
system with proportional re­
presentation: Any party able to 
muster 2 percent of the vote 
will win at least four seats in 
the Danish Parliament, the Fol­
keting. Nine parties, out of the 

There were, nevertheless, 
many winners both to the right 
and to the left of center. To the 
right, the anti-tax party of 
Mogens Glistrup staged a po­
litical comeback, advancing to 
nine seats and contributing a 
woman leader, Pia Kjaers­
gaard, to the inner circles of 
Danish politics. Glistrup, a tax 
expert and formerly famous 
tax lawyer, was returned to 
Parliament after being ex­
pelled while serving a sentence 
for tax fraud. His success was 
partly due to the fact that, 
while the strength of the Con­
servative-Liberal coalition of 

the past five years had been 
the exception to the rule, taxes 
continued to rise under its 
leadership, causing disgruntled 
non-Socialist voters to protest 
by voting for the anti-tax party. 

The left -wing Socialist Peo­
ple's Party became Denmark's 
third largest party after the 
Social Democrats and the Con­
servatives, basing its success 
on very strong grass roots in 
the expanding public sector. 
The real surprise, however, 
was that the very colorful and 
vocal president of the Sea­
mens' Union, Pre ben Moeller 
Hansen and his new party, 
Common Course, won four 
seats. 

The Social Democratic lead­
er, Anker Joergensen, has re­
signed and been replaced by 
Svend Auken. Originally op­
posed to Danish E.C. member­
ship, Auken is now expected to 
take the party toward the cen­
ter of Danish politics. In terms 
of Denmark's policies in the 
E. C. and North Atlantic Treaty 
Organization (NATO), the net ef­
fect of this election will be neg­
ligible. Auk en's instrumental 
participation has changed the 
strongly anti-American bias of 
Social Democratic criticism of 
NATO policies into a more prag­
matic stance and, if anything, 
Denmark will become friend­
lier toward the E.C. and NATO 
due to the fact that only the 
Common Course Party advo­
cates unilateral withdrawal 
from both institutions. Den­
mark now should be able to 
complete its E.C. presidency 
this winter without any static 
noise from Danish politics.-­
LEIF BECK F ALLESEN 

LISBON 

Investing 
In Science 

A particular effort in re­
search and development 

is being made in Portugal, ac­
cording to plans recently pre­
sented by the Portuguese Gov­
ernment. The basic aim of this 
move is to double both the 
number of researchers and the 
volume of public expenditure in 



this sector, to reach at least 1 
percent of gross domestic 
product (GDP) by 1990. 

"Portugal cannot afford to 
waste the contribution of some 
of its best intellectual values," 
the Prime Minister, Anibal 
Cavaco Silva, said recently, re­
ferring to the Portuguese 
"brain drain" that has gone 
mainly to Western Europe and 
to the United States. Address­
ing what was the most impor­
tant gathering of the Portu­
guese scientific community in 
recent years, Cavaco Silva 
clearly related R&D invest­
ment to E.C. integration and 
admitted that his Administra­
tion must play a crucial role in 
advancing developments in this 
area. 

What is most needed to 
achieve practical results and to 
induce and stimulate real inno­
vation in industry and the ser­
vices is public funding. One of 
the participants of the scien­
tific conference put this need 
into a nutshell: "No money, no 
research.'' 

In 1980, Portugal invested 
0.34 percent of its GDP in re­
search and development; by 
1984, this figure had risen to 
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0.4 percent and is now esti­
mated to stand at around 0.4 7 
percent of GDP. The E.C. aver­
age, on the other hand, is 
somewhere around 2 per­
cent-or four times higher 
than Portuguese investment in 
this field. Furthermore, Portu­
gal has traditionally faced a 
lack of basic guidelines and pol­
icy targets in this area, which 
has strongly contributed to a 
lack of coordination and a 
waste of resources in R&D 
programs. 

A real step forward, how­
ever, has been taken in setting 
priorities and goals for what 
has been called the "Mobiliza­
tion Program for Science and 
Technology," the aim of which 
is to concentrate on four spe­
cific areas that have been se­
lected for their strategic im­
pact on the economy. They 
include information technol­
ogy, biotechnology, marine sci­
ence and materials technology, 
and each area is being coordi­
nated by an expert who is also 
responsible for the activities in 
that particular sector. In addi­
tion to these, less wide-ranging 
programs are also to be estab­
lished in more specialized 
fields, such as optics. 

It is too early yet to judge 
the real scope of the programs 
and their contents. One of the 
major problems common to all 
areas is the scarcity of skilled 
human resources, for Portugal 
has no more than 8 research­
ers per 10,000 working peo­
ple, an average four times be­
low that of other developed 
economies. This is aggravated 
by an old-fashioned educational 
system that is unable to adapt 
quickly to the needs of this new 
challenge. It is for this reason 

that one of the basic points of 
the program is the encourage­
ment of scientific training 
abroad-although with ade­
quate stimuli to bring the stu­
dents back home to carry out 
future research! 

According to some research­
ers, the new dynamism im­
posed by the new official policy 
for this sector is already visible 
in the return to Portugal by 
some of the "intellectual emi­
grants," and particularly in ar­
eas such as immunology. 

The really good news for the 
future is, however, that the fu­
ture financing of programs and 
institutions will depend on an 
annual evaluation of their 
effectivenes, impact and per­
formance. If this is successful, 
the scientific effort now under­
way may be much more than 
just stating good intentions or 
improving expenditure statis­
tics-as sometimes happens 
when big flows of public funds 
are used without a definite pol­
icy behind them.-Jos:E 
AMARAL 

PARIS 

The ''~frib'' 
Is 100 

A rt Buchwald says that by 
the time you've said its 

name, you've missed your 
plane. But the name of the In­
ternational Herald Tribune is 
less imposing than the institu­
tion: In the 100 years of its 
existence, it has gone from the 
gossipy European edition of 
the New York Herald to the 
paper every expatriate Ameri­
can picks up on the way 
through the airport. It has to-

impeccable credentials of sur­
viving years of mess-hall food 
and university cafeterias. He 
eventually moved on to stories 
about nightlife and the beauti­
ful people he dined with, and 
then covered jet -set events. He 
developed his unpredictable, 
irreverant syndicated column 
that took him beyond the Trib 
to become a household word 
across the United States. But 
when he came back to Paris to 
share a nostalgic moment re­
calling his 14 years there, he 
publicly admitted that it was 
with a tear in his eye rather 
than his trademark grin. 

He was among almost 2,000 
guests for a gala dinner at the 
Trocadero Palace across the 
Seine River from the Eiffel 
Tower. The glitter of the 
"Who's-Who" of the journalis­
tic world was rivaled only by 
the burst of fireworks that ex­
ploded exactly 100 years after 
the first edition came off the 
presses. The celebrations nev­
ertheless also highlighted the 
future of the IHT: It has a paid 
circulation of 180,000 in 164 
countries; its pages are 
beamed by satellite for printing 
in eight cities in Europe, Asia 
and North America; and it has 
pulled away from its image as 
the paper Americans pick up 
along with the postcard of Eu­
ropean monuments, reflected 
in the fact that now a majority 
of the readership is non-Ameri­
can. 

As the champagne flowed at 
the centenary gala, so did the 
stories of the old days. They 
went back to the regime of 
James Gordon Bennett II, the 
eccentric American who foun­
ded the paper as an offshot of 
his New York Herald with the 

day evolved into the news- tralb~et .b 
packed "global newspaper" of PubBwHhhTh."'wV....T;o-·ondn...,.,t!Poot un 
the 1980s, printed and sold ~~fiiiji~~- '~· "~"· ·~· .. ~·- "~· "~' ~~~ 
around the world. But its home Dow 
is still Paris. As U 

Gap 
Buchwald can be forgiven Near 

for jibes at the latest incarna­
tion of the IHT, or the Trib, as it 
is affectionately known. He has 
been a contributor to it for the 
last 38 years, starting in 1949 
when he cmmed a manager 
into hiring rum to write food 
and wine reviews: He claims 
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slogan, "names, names, 
names. News, news, news." 
On three successive days in 
1904, the Herald came out in 
red, blue and green ink. The 
explanation? Orders from Ben­
nett. He also is said to have 
been behind a ''Letter to the 
Editor" that first appeared in 
1899, signed "Old Philadelphia 
Lady." The letter, asking about 
converting Fahrenheit to Cen­
tigrade temperatures, ran ev­
ery day until after Bennett's 
death in 1918. No one knew 
exactly why. 

Characters populated the 
paper through its various own­
ers and name changes. It was 
first sold in 1918. In 1924, it 
was bought by the owner of 
The New York Tribune-al­
though it remained the Herald 
until 1935-and kept the same 
owner until 1959, when John 
Hay Whitney bought it. Finally, 
in 1967, the Washington .Post 
and The New York Times be­
came joint owners and rechris­
tened the paper The Interna­
tional Herald Tribune-still 
the Trib to veterans, and the 
IHT to newcomers. 

Other fond memories of the 
old days evoked stories about 
William "Sparrow" Robertson, 
renowned for his rumor-ridden 
sports stories stuffed with con­
voluted language. When the 
American Embassy urgently 
advised all remaining citizens 
to evacuate Paris before the 
arrival of the Germans in 1940, 
Sparrow wrote: "Owing to 
somewhat unsettled condi­
tions, we may not be meeting a 
number of our good old sport­
ing friends this summer." 

Those "unsettled events" 
forced the Trib to close down 
for four years. But since 1944, 
it has been churning out the 
copy regularly. It was the first 
paper to deliver by car and 
later the first to send newspa­
pers via air freight, and also 
the first to use intercontinental 
satellite print facilities. But, al­
though its technology may 
have changed, and its head­
quarters have moved from the 
original site near the Paris Op­
era to a Paris suburb, the heart 
of the International Herald 
Tribune remains in Paris.­
BRIGID JANSSEN 
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The region of Catalonia is one of the most adamant in its call for more autonomy. Pictured here: the city 
of Lerida. 

MADRID 
Autonomy 
Efforts 

T he boldest experiment of 
Spanish democracy-the 

setting up of 17 self-governing 
regions covering the country 
and the Balearic and Canary 
Islands-has run into some dif­
ficulties. 

Led by the Basques and the 
Catalans, regional govern­
ments were established from 
1980 onward, including one for 
Madrid itself, although that 
city has been a staunch bastion 
of centralism ever since it be­
came Spain's capital in the mid-
16th century. Resportsibilities 
and powers, particularly in the 
fields of education, health, wel­
fare and local administration, 
were gradually transferred to 
the regions by the central gov­
ernment, although economic 
policy remained firmly laid 
down at the national level. 

In the spirit of its 1978 dem­
ocratic Constitution, Spain be­
gan to call itself "the state of 
the autonomous regions." In 
those early days of democracy 
everything looked plain sailing 
and, although not quite the fed­
eral set-up of the United States 
or of the Federal Republic of 
Germany, the regionalization 

was seen as a compromise an­
swer to Spain's awkward his­
torical problem of fierce local 
loyalties deriving ultimately 
from the country's complex ge­
ography and marked climatic 
differences. 

But this autumn, a chorus of 
complaints has gone up from 
most of the 17 regions, and 
there are now over 250 cases 
before the Spanish Constitu­
tional Court awaiting settle­
ment involving disputes be­
tween the regional govern­
ments and the central 
government over competence. 
Jordi Pujol, the chief minister 
of Catalonia's regional govern­
ment who governs six million 
people (the Catalans like to see 
themselves as Western Eu­
rope's largest nation without a 
state), is leading the chorus. 
"The statute of autonomy they 
sold us has proved to be like a 
shirt shrinking every time it 
goes to the laundry," was how 
this usually cautious politician 
put it, "the laundry" being the 
Socialist Government, which 
has been accused of maintain­
ing a tight hold on the money 
bags and of personally never 
having believed in decentraliz­
ing the government of Spain. 

Under this year's budget, 
Spain was to spend 8.1 trillion 
pesetas, about $67.6 billion) in 
total national expenditure. 

This compares with 1.08 tril­
lion pesetas, or $9.15 billion, 
either allocated to the self-gov­
erning regions by Madrid, or 
collected in local taxes. 

The increased discontent is 
not by chance. It follows a sub­
stantial political realignment in 
the June regional elections, in 
which Spain's Socialist Party 
fared badly. From controlling 
12 of the 17 governments after 
the 1983 regional elections, it 
lost power last summer to 
right-wing parties in four re­
gions and only held on to power 
with minority administrations 
in two more. As a result, the 
less developed of the regions, 
such as Castile-Leon and Ara­
gon, with new conservative ad­
ministrations, eagerly led the 
age-old battle against the bu­
reaucracy in Madrid and their 
richer neighbors, fighting with 
the former over more money 
and accusing the latter, the 
more industrialized regions 
such as Catalonia, of lacking 
"solidarity." 

The central government has 
its hands full. In the far-flung 
Canary Islands, the victorious 
Center Democrats of former 
Prime Minister Adolfo Suarez 
want not only to revise the 
islands' special status with the 
European Community but also, 
as a first gesture of defiance to 
Madrid, to set up their own 



UNTIL now, there was only one way to find out what 
Europe thought about the great issues of the day 

and that was by reading the European Press at first­
hand. Unfortunately, there are more than one hundred 
major newspapers in Europe, published in some thirteen 
different languages. So not surprisingly, not many 
people, even in Europe, have much idea of what Europe 
as a whole is talking about. 

Happily, the European viewpoint is now to be made 
clear in a new weekly magazine, Europe Intelligence. 
Every day, its team of experienced editors, based in every 
capital in Europe, will monitor the opinion columns of the 
most influential newspapers, from Madrid to Moscow, 
from London to Lisbon, from Athens to 
Amsterdam. Every week, the most 
significant of these views will be 
republished by the magazine, in 
English. No one has ever done 
that before, in any language. 
And while you would pay over 
$100,000 a year for copies of all 
the most important newspapers 
in Europe, an annual subscription 
to Europe Intelligence is just $560, 
including the cost of getting it to you 
fast every seven days. So if you need to 

If you want to know what Europe 
is talking about, you need 

to read 700 newspapers a week, 
in 13 different languages. 

Alternati,v-ely, you could now 
read Eu.rope Intelligence. 

know what Europe is talking about, call us now. It 
is certainly easier than working it out all by yourself. 

FOR SUBSCRIPTION DETAILS: 

Call: (3120) 382-181, 
Fax: (3120) 229-649, 

Telex: 12405 EUROP 
Or write to: 

Europe Intelligence 
Herengracht 560, 

1017 CH Amsterdam, Netherlands. 

The Weekly Digest Of European Press Opinion 



stock exchange. (This comes at 
a time when Spain's existing 
four exchanges have decided 
they must come closer.) On top 
of that, most Spaniards suspect 
that the 2. 7 million inhabitants 
of the Basque region really de­
sire complete independence 
even if they disapprove of the 
increasingly violent methods of 
ETA, the Basque armed sepa­
ratists, to bring this about. 

All this restiveness has led 
Catalonia's Socialist Party to 
advocate a move toward a fully 
federal state, which brought 
Spain's Socialist Party down 
like a ton of bricks on the Cata­
lan sister party. Despite this 
reaction from Madrid, the So­
cialist chief minister of Andalu­
sia, the Premier's home re­
gion, indicated that he, too, 
feels the time may have come 
for a federal Spain.-RICHARD 
WIGG 

BRUSSELS 

In The 
Navy! 

W hen the Belgian Navy 
sent three of its vessels 

to the Gulf, they made sure to 
send them off with all the 
proper equipment, which was 
du1y being loaded on the quay­
side in Ostende-countless 
kegs of beer and bags of pota­
toes to make !rites, or French 
fries. To read the Belgian 
newspapers, one wou1d think 
that the 270 sailors on the 
three vessels were off for an 
extended picnic at sea. It does 
no disservice to the two mine­
sweepers and one supply ves­
sel of the Belgian fleet on their 
way to the Gulf to suggest that 
the enterprise has fired the 
public imagination as an adven-
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ture-"it's daring and glamor­
ous!" said a naval spokesman, 
adding that "for the first time 
since the war, Belgian navy 
men might encounter real hos­
tility." In Brussels, there are 
daily reports on the radio on 
the progress of the fleet in its 
five-week journey to the war 
area. 

The Belgian minesweeper 
force is not to be regarded 
lightly, for the Belgians are the 
experts within the North At­
lantic Treaty Organization 
(NATO) in minesweeper tech­
niques. Within NATO, the Bel­
gian navy may not be very 
large, but it accepts the awe­
some responsibility of clearing 
the English Channel and the 
Borth Sea of mines. And al­
though the navy admits that 
conditions in the Gulf are dif­
ferent, a navy spokesman said, 
''If we cannot clear the Gulf of 
mines, no one can. We have the 
ships for it, we have the equip­
ment, we know the techniques 
and we have the experience." 

The Belgian minesweepers 
arriving in the Gulf are the 
most sophisticated in the field. 
Built jointly with the Nether­
lands and France, the ships em­
ploy American-built hunting 
sonars with accoustic, mechan­
ical and magnetic sweeping ca­
pability. "No sweepers have 
better information than ours,H 
says a spokesman, adding that 
"we have far more experience 
in the analysis and treatment of 
such information.'' 

Until now, the Belgian 
sweepers have been employed 
on NATO exercises in European 
waters, and these are not al­
ways academic. Even this year 
Belgian ships have been finding 
and neutralizing old mines left 
over from World War II. "Al­
though they are normally 
harmless to shipping since the 
detonation devices have been 
corroded by 30 years in the 
water, in many cases the explo­
sive remains intact," was the 
explanation of one spokesman. 

For many Belgian sailors life 
in recent years has meant a 
constant search of the sea with 
the occasional rusted hulk of a 
mine to remind them of their 
duties. Following the Belgian 
Government's decision to send 

a force to the Gulf, spirits have 
now soared. A sailor quoted in 
a local newspaper said, "I have 
spent seven years at sea and 
never fired at anything except 
plastic targets. I look forward 
to going to the Gulf. The Bel­
gian navy can show what it's 
worth." 

This approach is much fa­
vored by the Belgian public, 
judging by the recent opinion 
polls. It seems that most Bel­
gians approve of their coun­
try's participation in the Gulf 
protection exercise. They are 
also engrossed in the day-to­
day procedures of the Belgian 
fleet. That has become a na­
tional obsession.-ALAN Os­
BORN 

ATHENS 

Rising 
Stocks 

0 ver the past nine months, 
the Athens stock ex­

change has been transformed 
from a sleepy commercial 
backwater into a frantic center 
of activity, where most stock­
brokers find themselves work­
ing an 18-hour day. Although 
there are only 28 registered 
brokers in the Greek market 
and fewer than 150 companies 
listed now, this new pace 
makes for fundamental change 
from last year, when not even 
half of those firms had their 
shares traded every day and 
younger brokers were com­
plaining that the two-hour daily 
trading period shou1d be cut 
because of lack of activity on 
the floor. 

Now there are lines of peo­
ple waiting every morning out­
side the brokers' cubby-hole 

offices around the ornate neo­
classical stock exchange build­
ing in central Athens. Repre­
sentatives of foreign invest­
ment houses, who are mainly 
responsible for triggering the 
current boom, wander the cor­
ridors of the exchange, looking 
for publications in English. A 
crowd gathers daily when the 
share index bulletin is pinned 
up at the entrace, in a scene 
reminiscent of a 1930s film. 

Foreign investment in the 
Athens stock market was 
stirred when the Greek Gov­
ernment issued a decree last 
year bringing Greece into line 
with its European Community 
partners by permitting invest­
ment capital to be freely re­
exported along with untried 
profits. Bargain-hunting inves­
tors discovered that Greek 
companies had the lowest 
price-earning ratios in bank 
and textile shares, which have 
long been rated the strongest 
and most sophisticated sectors 
of the Greek economy. Fin~lly, 
confidence in the Greek mar­
ket was bolstered by the Greek 
Government's economic sta­
bilization program, which cut 
inflation by 30 percent last 
year and reduced the current­
account deficit by half. A two­
year wage freeze has contrib­
uted to boosting profits, which 
in turn resu1ted in exceptional 
dividends for stockbrokers last 
year. 

Nobody knows exactly how 
much money the foreign in­
vestment houses-mainly 
British, Dutch, West German 
and Danish-have channeled 
into the Athens exchange, but 
brokers agree that more than 
$20 million poured in from 
abroad during the ftrst nine 
months of 1987. The index 
shot up by more than 400 per­
cent, while share volume 
soared to 1 billion drachmas 
($7 .14 million) daily in Octo­
ber, up from an average 11 
million drachmas ($78,600) 
at the same time last year. 

In the wake of the foreign­
ers, Greek investors have re­
turned to the stock market for 
the first time in more than a 
decade. A 197 4 crash wiped 
out small traders, discouraged 
institutional investors and 



damaged brokers' reputations. 
Now, however, confidence that 
the boom will continue is 
strong, and both Greek and 
foreign analysts agree that at 
least one-third of listed issues 
are still undervalued, while the 
price-earning ratios are still 
less than half the European av­
erage. 

The Athens exchange will be 
fully computerized next year 
and there is lively debate over 
whether foreign brokerage 
houses should be allowed to 
start trading. But the longer­
term problem lies in persuad­
ing more Greek firms to go 
public and in encouraging listed 
companies to expand their 
share issues. Traditionally, 
Greek firms have preferred to 
raise capital through readily 
available bank loans. Many are 
still family-owned and despite 
the soaring stock prices, less 
than 10 percent of listed 
shares are actually traded on 
the market. Significantly, more 
than half of Greece's biggest 
companies are not listed on the 
exchange, while new issues 
amount to only three or four 
annually and are heavily over­
subscribed. 

The government is studying 
ways of broadening the stock 
market to encourage small­
and medium-sized businesses 
to expand and also to give small 
investors a chance to trade. A 
draft law prepared in coopera­
tion with the exchange re­
search department foresees a 
semi-official market that would 
serve as a Greek equivalent of 
an over-the-counter market 
and a plan is also being drawn 
up to create a second stock 
exchange in the northern city 
of Salonica.-KERIN HOPE 

LUXEMBOURG 

Bigger In 
Banking 

T he Japanese and the Brit­
ish are arriving-and it is 

the best news the Luxembourg 
banking community has had for 
years. For so long associated 
with the obscure art of Euro-

lending, Luxembourg is about 
to break into the private-ac­
count business in a spectacular 
way. When I asked an Ameri­
can banker if Luxembourg 
could become another Switzer­
land, where individuals could 
salt away money without na­
tional authorities breathing 
over their necks, his reply was: 
"We do not want to get into 
that business where secrecy is 
of utmost importance," and 
added: ''But Luxembourg rec­
ognizes the importance of dis­
cretion." Indeed, most people 
seemed certain of this when 
Luxembourg recently took the 
lead in the Organization for 
Economic Cooperation and 
Development in opposing a 
recommendation for getting 
rid of "unduly restrictive bank 
secrecy.'' 

The way is now open for 
individuals to place their 
money in Luxembourg and get 
not only discretion but some 
favorable tax breaks and other 
advantages, too. There is im­
mense banking talent in Lux­
embourg-some of it a carry­
over from the Euro-loan years, 
some of it more recently ar­
rived. I wondered how well 
Luxembourg \\'as equipped 
with "whiz-kids" of the London 
variety-research analysts 
employed by stockbrokers to 
spot rising markets. The an­
swer from a bank spokesman 

was simple: "We import them 
from London." 

It will take a year or two to 
determine how well they have 
done by their clients. But many 
important banks are prepared 
to take them on trust. This 
year, three new Tokyo banks 
will open in Luxembourg, mak­
ing Japan the fourth largest in 
terms of physical locations in 
the Grand Duchy. The Japa­
nese are drawn not specifically 
by the new private banking 
opportunities but rather by the 
whole compass of financial op­
erations in Europe that these 
betoken. 

More important in terms of 
prestige, if not in deposits, is 
the decision by the Trustee 
Savings Bank (TSB) of Britain to 
set up a private banking opera­
tion in Luxembourg aimed spe­
cifically at British expatriates 
and other foreigners. The bank 
will woo private customers 
with upward of $500,000 to 
deposit and there is a surpris­
ingly large number of them 
scattered throughout Europe. 

The TSB is aiming at "a new 
breed of affluent, sophisticated 
investor," says its spokesman. 
Almost certainly many of them 
will be found among the ranks 
of British citizens in Europe: 
employees of multinationals, 
civil servants of the European 
Community and the North At­
lantic Treaty Organization, and 

Luxembourg promises to become a new center for private-account 
banking. Below: the International Bank. 

businessmen and property de­
velopers. They make big 
money on the Continent and 
enjoy tax breaks that could 
quickly evaporate once they 
return to Britain. 

What the influx of the British 
and the Japanese seems to im­
ply is that Luxembourg has 
managed the difficult trick of 
switching from one specialized 
form of banking to another 
without apparent loss of mo­
mentum. Luxembourg was ac­
claimed throughout the 197 Os 
for its grasp of Euro-lending­
a practice that few people un­
derstood but that most knew 
was a temporary phenomenon. 
The new vogue term in Lux­
embourg is "retail banking," 
which calls for expertise in 
share-buying, portfolio man­
agement, insurance writing, 
mutual fund operations and the 
like. 

There was some skepticism 
that Luxembourg could suc­
ceed in these exotic new fields 
in which London has tradition­
ally led the way. The proof of 
its success has yet to arrive, 
but the rapidly growing line of 
banks wanting to set up in the 
Grand Duchy seems good 
enough evidence that the inter­
national financial community 
trusts the Luxembourgers to 
repeat the small miracle they 
achieved with Euro-lending 
some 20 years ago.-ALAN Os­
BORN 

LONDON 

Less Spending 
On Space 

B ack in the 1950s, Dan 
Dare, a devilishly hand­

some and terribly "English" 
spaceman, brought pride to the 
hearts of every young child 
who read about his ad.ventures 
in the comics or listened to the 
weekly radio space soap that 
detailed how he defended the 
free world against the terrible 
plots of the dastardly and 
wicked Mekon, a slime-green 
creature riding a mini flying 
saucer. 

Those were the days when 
Britain still regarded itself as a 
major world power, and when it 
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was perfectly logical to assume 
that when, sometime in the 
then far distant future, space 
travel became a reality, Eng­
land would lead the way. Natu­
rally, men like Dan Dare would 
be accompanied by their faith­
ful sidekicks, such as Dare's 
man Digby, an unsophisticated 
countryman as English as 
Yorkshire pudding. 

Alas, Prime Minister Marga­
ret Thatcher has recently pro­
nounced that Dan Dare is dead. 
Well, let me amend that. Dan 
Dare is dead if he or Digby 
think that the British Govern­
ment will provide any addi­
tional funds for the space pro­
gram. If Dan wants a new 
booster rocket, then he should 
ask private industry to provide 
the funds-in return, no doubt, 
for a share of any spoils that 
may fall into the hands of the 
intrepid space traveler. 

Dan Dare may be a comic­
strip character from a more 
innocent age, but the real-life 
fathers of Britain's tiny space 
program are deeply concerned 
that the recent Prime Ministe­
rial pronouncement may well 
spell the death knell for any 
hopes of future generations be­
ing able to derive national 
pride from man's adventures in 
space. In fact, the head of the 
British National Space Centre, 
Roy Gibson, was so outraged 
by the Government's parsi­
mony that he quit in a blaze of 
publicity, saying there was no 
point in trying to develop Brit­
ain' s embryo space agency un­
der such circumstances. 

Gibson was the first director 
of the European Space Agency 
(ESA) from 197 5t81, and had 
come out of retirement in 1985 
to head up Britain's space pro­
gram. The goal was to plan a 
strategy to give the United 
Kingdom greater access to key 
technologies by welding sepa­
rate space departments of vari­
ous government ministries into 
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a homogenous unit, and thus to 
gain better access to the lucra­
tive benefits of ESA. 

The history of Britain in 
space has been a sad and de­
clining tale. From the mid-
1950s until 1971, Britain had 
been working on a rocket that 
promised to give Europe an 
ability to launch satellites on a 
routine basis. British engineers 
worked with leading American 

the century is now ruled out. 
It is ironic that this October, 

for the first time in 30 years, 
the International Aeronautical 
Federation held its annual con­
ference in Brighton, in the 
south of England. Instead of 
this being an affirmation of 
Britain's intent to participate in 

and landing launcher, 
is one of the more 

promising efforts of 
Britain's space 

program. 

space exploration, it only 
served to underline to· the 
1,200 delegates from around 
the world that this vital fron­
tier will be probed with little 
help from Britain.-DAVID 
LENNON E 

rocket designers to develop , ___________ __._ ___________ __J 

the "Blue Steak" long-range 
ballistic missile as a nuclear 
deterrent. This, however, was 
cancelled in 1960 as being too 
vulnerable to surprise attack. 
A plan was then implemented 
to adapt Blue Streak and marry 
it to a French second-stage and 
a German third-stage rocket, 
thereby creating a multi-stage 
European satellite launcher 
called "Europa," aimed at 
breaking the American monop­
oly on launching satellites. But 
in 1971, Britain decided to pull 
out of the project on the 
grounds that it no longer could 
afford the costs. 

Britain joined ESA when it 
was founded in 1975, but as a 
junior partner to the bigger­
spending French and Germans. 
It contributes only $185 mil­
lion a year-little more than 
the costs of a new jumbo jet. 
While ESA's other 12 members 
have agreed to double their 
spending between 1986 and 
1991, Britain will not increase 
its outlay, and so its role in the 
European space program will 
diminish still further. 

ESA is holding an important 
meeting this month at which it 
is due to decide on an expanded 
10-year program including im­
provements to Western Eu­
rope's Ariane rocket and con­
tributions to a U.S. space 
station planned for the 1990s. 
But the recent British decision 
against increased spending 
means that any bigger British 
role in space before the tum of 
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Announcing 
1987 Gold & Silver ECU Coins 

Finally . .. Coins From ALL Europe 
Official Legal 'lender: Kingdom of Belgium 
Denomination: European Currency Units 

The year 1987 marks the 30th 
anniversary of the Treaty of Rome which 
finalized the establishment of the 
European Economic Community. On 
this occasion, Belgium has issued 
historic new coinage denominated 
in ECU's. 

A NEW GOLD BULLION 
INVESTMENT 

T he uncirculated Gold 50 ECU coin is 
the world's newest gold bullion coin. 
Because this is the first ECU bullion 
coin, they will be competitive with other 
1/ 2 ounce gold bullion coins such as 
Canada's Maple Leaf, America's Eagle, 
and China's Panda coins. 

A LIMITED PROOF EDITION 

T he significance of the uncirculated 
coin called for the striking of a Collec­
tor's Proof Set. The Proof set is destined 
to be a very desirable collectible item 
because these beautiful coins are being 
issued in a maximum of 15,000 sets. 
The set contains one Proof Gold 50 ECU 
and one Proof Silver 5 ECU coin. 

WHY ARE ECU'S 
A DESIRABLE COLLECTIBLE? 

E cu coins deserve a prominent place 
in the collections of astute coin 
hobbyists and knowledgeable investors 
for these significant numismatic firsts: 
• the first issue of coins denominated in 

ECU's- the official currency of the 
European Common Market; 

• The first Belgian gold coin issued 
since 1914; 

• The first year of a major country's 
issue. The Proofs are planned to be 
issued in 1988 and 1989 as well; 

• The first time a Belgium legal tender 
coin has a denomination other 
than francs. 

EUROPEAN SPIRIT 
IS SIGNIFIED 

B y assigning the coins legal tender 
status while giving the ECU denomin­
ation, Belgium has advanced the spirit 
of a united Europe another step. Each 
nation in the Common Market is 
honored by means of 12 stars on the 
reverse of the coins. 

BEAUTIFULLY DESIGNED COIN 

W hen assessing a potential numismatic 
acquisition, the beauty and importance 

of the design must be considered. An 
important subject and an eloquent 
design brings as much potential to a 
coin as does its scarcity and intrinsic 
value. The ECU coin's design personifies 
so much past and present European 
history that even non-collectors 
appreciate it and in all likelihood will 
seek to acquire the coins. In the case of 
the limited availability of the Proof 
sets-a sell OU;t is almost assured. 

To honor past European history the 
obverse side bears the fitting effigy of 
Charles the Fifth as it appeared on Silver 
Carolus Guilders, minted from 1540 to 
1548. 

These majestic coins are finely struck 
at the Royal Belgian Mint. A mint that 
has its origins in the 15th century. The 
proof strikings have a mirror like 
background and highly frosted designs. 
Each proof set comes attractively housed 
in a leatherette Collector's Portfolio with 
a Certificate of Authenticity. 

PERFECT HOLIDAY GIFT 

H oliday gift givers, collectors, investors 
and "Euro-philes" are invited to acquire 
the historically significant Proof Set by 
calling Manfra, Thrdella & Brookes, 
Inc. or by returning the order form 
below. MTB is the exclusive distributor 
of the Belgian ECU gold and silver coins 
outside Europe. 

The price of the Uncirculated ECU 
coins are based on the gold price at the 
time you call. Investors may conveniently 
order by phone. ---------------------------------------------------

The Kingdom of Belgium 1987 ECU Pro(t»fSets 
CALL: MTB Private Accounts Group 

1-800-535-7481 1-800-327-1077 
1-212-621-9502 1-305-374-1007 
(MTB New York) (MTB Miami) 

OR: 
Please accept my order for---· (QTY) 198 7 Belgium ECU Proof 
Sets at $395 per set. I understand I will receive two encapsulated, proof 
coins and a Certificate of Authenticity in a leat herette Collector's Portfolio. 

Order total $ _______ ___ _ 

Add $7.50 per set/insured shipping$----------­

I prefer to pay as follows: 0 Check or money order enclosed. 
0 MasterCard 0 Visa 0 AMEX 0 Optima 0 Discover 

Signature 

Name _________________________________________ ___ 

Address~------,---,---,-------=--:-::--:-:---:----:--'-----"--~-

Phone 
New York residents add appropriate sales tax $ !necessary fo r order verification! 

"'".fi GJD-; Manfra, Tordella & B;~;.;;;,i;;:"""'";"'""'b;]lty 
-... - . 30 Rockefeller Plaza, New York. NY 10112 · 

MTB is known throughout the world as America's leading market maker in rare coins, precious metals and foreign currency. Established in 1953. EU 348 



U.S.·E.C. RELATIONS/OVERVIEW 

CLOSE U.S.-E.C. LINKS 
SOMETIMES RESULT IN 
TRADE STRAINS 
A REVIEW OF LONG-STANDING TIES AND 
RECENT DISPUTES. 

T rade relations between the Euro­
pean Community and the United 
States have recently been 

strained by protectionist pressures in the 
United States caused by a record budget 
deficit ($220 billion in 1986), a consider­
able trade deficit ($170 billion in 1986) 
and the crisis in fanning. Moreover, the 
United States and the E.C. are in the odd 
position of being bound by close links, but 
at the same time competing in trade-a 
situation that regularly leads to friction 
between the two. 

Background 
Although there is no formal agreement 
setting out a general framework for rela­
tions between the E.C. and the United 
States, contact between the two sides is 
frequent. Consultations among officials, 
frequent exchanges of visits by ministers 
and members of the E. C. Commission and 
close relations through the Commission's 
delegation to the United States in Wash­
ington, D.C. and the U.S. mission to the 
E.C. in Brussels have taken place since 
the founding of the Community. In 1981, 
it was decided to step up the dialogue at 
the political level, and, since then, a large 
U.S. Cabinet-level delegation led by the 
U.S. Secretary of State has met each year 
with a Commission delegation headed by 
the President of the Commission. 

The ground-rules applied to the bilat­
eral relationship between the E.C. and 
the United States are those of multina­
tional organizations such as the General 
Agreement on Tariffs and Trade (GATT) 

and the Organization for Economic Co­
operation and Development (OECD). In 
trade, the general GATT rules apply, nota­
bly the most-favored-nation clause. 
Thanks to these rules, the GATT contract­
ing parties have been able to set up a 
relatively transparent non-preferential 
structure for trade tariffs and, through 
the GATT rules and codes, the parties 
accept binding arrangements for most 
other nations concerning trade. In terms 
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of quantitative restriction, trade has been 
almost totally liberalized. 

However, while there is no overall 
agreement between the E.C. and the 
United States, a number of specific 
agreements have been concluded. 

Euratom 
This was the first agreement signed on 
behalf of the European Atomic Energy 
Community less than five years after the 
entry into force of the Euratom treaty in 
1958. This agreement, supplemented by 
another agreement in November of the 
same year, establishes a framework for 
cooperation on peaceful uses of nuclear 
energy, including the supply of nuclear 
fuel to the E.C. by the United States. At 
the end of the 1970s, the United States 
proposed updating parts of the agree­
ment relating to safeguards. Talks be­
tween the two parties are under way, and, 
on july 7, 1986, the E.C. and the United 
States signed a joint declaration of intent 
on research into radiation protection. A 
scientific and technical cooperation 
agreement on thermonuclear fusion was 
signed at the end of 1986. 

Environment 
In 1974, the Commission and the U.S. 
Administration agreed to hold regular 
consultations between officials and, 
where necessary, to take joint action on 
environmental issues. In 1979, it was 
decided to hold a meeting of experts to 
examine various aspects of health and 
safety at work. 

Fisheries 
An agreement on access by E.C. fisher­
man to United States fishing zones was 
signed in February 1977. The agreement 
has been renewed for the period 1984-
89. 

Economic and Trade Links 
There are close economic links between 
the E.C. and the United States. The two 

are leaders in the world economic and 
trading system. Alone, they account for 
over 30 percent of world trade and, thus, 
have a major responsibility for the man­
agement of the system. 

Between them, the E.C. and the 
United States account for over 40 per­
cent of world gross domestic product. 
They also are linked by the size of their 
combined industrial output: some 35 per­
cent of world steel production, 55 per­
cent of world car production and 70 per­
cent of world aircraft production. 

The E.C. and the United States are 
major markets for each other, with trade 
between them totaling over $129 billion 
in 1986. The 1986 figures show that the 
E. C. was by far the United States' leading 
export market, worth $53.2 billion (about 
24 percent), compared with Canada 
$45.3 billion, 21 percent) and japan 
($26.9 billion). Total U.S. trade (exports 
plus imports) with the E.C. of Twelve 
stood at $132.7 billion against $114 bil­
lion with Canada and $112.3 billion with 
japan. In recent years, except 1986, 
there has been a remarkable increase in 
bilateral trade between the E.C. and the 
United States. E.C. imports have more 
than doubled from 1977 to 1986, stand­
ing at $55.7 billion. In the corresponding 
period, exports to the United States more 
than tripled to $73.9 billion. 

Over the years, the E.C. has regularly 
run up a trade deficit with the United 
States. At times, this deficit has reached 
high levels, as in 1980, when it stood at 
$25 billion. However, because of the 
strength of the U.S. dollar, the trend has 
been reversed recently: In 1986, the E.C. 
had a surplus of $18.2 billion. 

Specific Recent Problems 
The E.C. and the United States have 
managed to settle a number of problems 
that were straining relations between 
them. 

Steel. Since early 1985, steel has be­
come a major bone of contention between 
the E.C. and the United States. Following 
a number of rounds of negotiations, the 
last of which ended in September, virtu­
ally all the E.C.'s steel exports to the 
United States (about 6 million tons a 
year) are now covered by arrangements 
that will expire in September 1989. 

This solution was reached in 
successive stages. The E.C. and the 
United States first negotiated a carbon­
steel arrangement in 1982. Under this 
arrangement, exports of 10 steel prod­
ucts accounting for 80 percent of all E.C. 
exports of steel to the United States were 
restricted to a given proportion of U.S. 



steel consumption. The arrangement also 
covered 17 products that were not re­
stricted; 16 of them became subject to 
restraint following a round of negotia­
tions that ended in August 1985. Only 
semi-finished products remained outside 
quotas. However, they too became sub­
ject to restraint in September 1986 after 
a tit-for-tat sequence of measures and 
countermeasures. 

An arrangement covering tubes and 
pipes was concluded in January 1985. It 
restricted E. C. exports of these products 
to 7.6 percent of presumed U.S. con­
sumption except in cases where U.S. in­
dustry was not able to meet domestic 
demand. The initial arrangement covered 

1985 and 1986 and also has been ex­
tended until1989. 

Some special steels (stainless steel) 
used to be subject to unilateral U.S. mea­
sures, to which the E.C. responded by 
taking retaliatory action. The measures 
on both side have now been abolished, 
and the products in question have been 
included in the steel agreements expiring 
in 1989. 

Mediterranean Preferences. In Au­
gust 1986 the E.C. and the United States 
managed to put an end to a long-running 
dispute going back 15 years concerning 
U.S. objections to the tariff preferences 
accorded by the E.C. to citrus fruit from 
the Mediterranean countries with which 
the E.C. had concluded preferential 
agreements. The dispute took a turn for 
the worse in june 1985 when the United 
States imposed very high customs duties 
on E. C. pasta products from the E. C. as a 

retaliatory measure. 
The E.C. countered in july with mea­

sures to increase sharply the duties of 
walnuts and lemons. These measures 
came into force on November 1, 1985. 
Mter difficult negotiations, agreement 
was reached in August last year: 
• The United States recognized the E. C.'s 
Mediterranean agreements and under­
took not to make any further complaints 
about the preferences for Mediterranean 
citrus fruit. 
• The two parties agreed on a nurn ber of 
concessions in the form of tariff reduc­
tions or quota increases, the E.C. on 
citrus fruit and almonds, the United 
States on products affecting the Mediter-

ranean member states, notably olives and 
olive oil. 

Thanks to this arrangement, both sides 
have lifted the retaliatory measures they 
had imposed on each other. 

E. C. Enlargement. 
In March 1986, the United States raised 
objections about the implementation by 
Spain and Portugal of the provisions on 
agriculture in the accession treaty enlarg­
ing the E.C. to include those two coun­
tries. The United States claimed that 
these provisions were adversely affecting 
its maize, sorghum and soya exports to 
Spain and Portugal. The United States 
asked the E.C. for immediate compensa­
tion to cover the loss of earnings from the 
agricultural trade, which it put at a billion 
dollars. The E.C. considered the U.S. 
objections to be unjustified and argued 
that the effects of enlargement had to ·be 
evaluated as a whole without singling out 

the agricultural sector in particular. The 
significant reduction in customs duties on 
industrial products entering the two new 
E.C. member states should benefit non­
member countries. 

Nevertheless, on May 15, 1986, the 
United States imposed non-restrictive 
quotas on a number of E.C. agricultural 
products. The E. C. retaliated on june 16 
by introducing ''ex-post'' surveillance on 
a number of U.S. products. 

At the same time, the U.S. Administra­
tion announced it was going to bring in 
measures to suspend its tariff bindings on 
other agricultural products so that it 
would be in a position to increase the 
tariffs after july 1 that year if a solution 
had not been found by this date. The E. C. 
prepared a retaliatory package that would 
hit com gluten feed, soya cakes, rice and 
almonds in particular. 

These retaliatory measures did not 
come into force since on july 1, the two 
sides reached agreements on an interim 
solution lasting until December 31, 1986. 
A further four-year interim agreement 
followed in January this year. The agree­
ment provides for the opening of an all­
comers quota of 2 million tons of maize 
and 300,000 tons of sorghum at a re­
duced levy and for a slight reduction in 
customs duties on a range of industrial 
and processed agricultural goods. In addi­
tion, the agreement does away with the 
reservation of 15 percent of the Portu­
guese cereals market for E.C. exporters. 

Pasta Products 
In August 1987, the E.C. and the United 
States managed to find a satisfactory so­
lution to a conflict on pasta products that 
had existed for several years. The United 
States disputed the legality of export re­
funds for E.C. pasta products, believing 
that pasta constituted a processed prod­
uct and that therefore the refunds were 
contrary to international trade rules even 
though no condemnation of the refunds 
had been obtained from GATT. 

This conflict had reappeared at the 
time of the dispute on citrus fruit, at the 
end of which the two sides agreed to seek 
a mutually acceptable settlement of their 
dispute on pasta products. This they did 
in August 1987 with a solution that does 
not challenge the principles of the E.C. 
refunds. The E. C. is introducing a balance 
between E.C. exports on which export 
refunds are given and those falling under 
the heading of inward . processing traffic. 
This system involves importing the raw 
material, durum wheat, without payment 
of a levy and exporting an equivalent 
amount in pasta products without receipt 
of a refund. The system entered into 
force on October 1, 1987, the date on 

Continued on page 46. 
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T he E.C. Commission recently 
proposed a two-stage plan for re­
forming world agriculture trade 

by progressively reducing government 
support that distorts world markets. The 
Commission said its proposals were de­
signed to address the "root problem af­
flicting trade in this sector: the imbalance 
between supply and demand." 

The plan calls for short -term, interna­
tionally coordinated actions to stabilize 
those markets suffering from the most 
serious imbalances. These would be fol­
lowed by longer-term measures to stabi­
lize markets on a lasting basis. If ap­
proved by the E.C. Council of Ministers, 
the package will represent the E.C.'s 
opening negotiating position on agricul­
ture in the Uruguay Round of trade talks 
under the General Agreement on Tariffs 
and Trade (GATT). 

Willy De Clercq, the E.C. Commis­
sioner responsible for external relations 
and trade policy, emphasized that the 
agriculture negotiations cannot be iso­
lated from negotiations in other sectors. 
"The concept of globality is essential to 
the success of the new round," he said. 
The Council approved the Commission's 
agriculture proposal-which is aimed in 
the same direction as the U.S. proposal 
announced in july-during an October 
19-20 meeting in Luxembourg. Details of 
the plan follow. 
First Stage 
The major farm exporters would take 
coordinated emergency measures to ease 
the strain on the worst -affected world 
markets-grain, sugar and milk. They 
would involve: 
• introducing some discipline into world 

~ ........ -" .. 
1 prices and other aspects of the grain 

market, while regulating trade in grain 
substitutes; 
• reducing the amount of sugar put on the 
world market and, at the very least, main­
taining the present access to traditional 
import markets; and 
• ensuring compliance with the GATT In­
ternational Dairy Agreement, even by 
nonmembers. (The agreement sets mini­
mum export prices with the overall aim of 
expanding trade and stabilizing markets 
for dairy products.) 
The actions would be valid for a single 
marketing year, renewable by common 
agreement. 

The parties would also take other 
short-term internal measures to reduce 
government support in sectors with big 
surpluses, including grain, rice, sugar, 
oilseeds, dairy products, beef and veal. 
The measures would have to be equiva­
lent in scope. However, the parties would 



take into account action already taken to 
control production, beginning with the 
1984-85 marketing year. The E.C. al­
ready has implemented a variety of such 
measures, including production quotas, 
reduced price support and stricter re­
quirements for government purchases of 
farm goods. 
Second Stage 
The parties would cooperate to make 
significant cuts in government support 
that encourages overproduction and con­
tributes to imbalances on world markets. 
At the same time, they would adjust ex­
ternal protection, such as tariffs or quo­
tas, that also distort agricultural markets. 
Farmers could receive income support, 
as long as it did not encourage over­
production. 
GATT Rules 
Implementation of the above plan would 
allow the GATT rules covering agriculture 
to be applied more effectively. They 
would need to be supplemented, how­
ever, with more detailed rules on: 
• subsidies, including those for farm prod­
ucts that are incorporated in processed 
products; 
• measures to increase demand for agri­
culture products; 
• state agencies and marketing boards 
and their impact on competition; and 
• surveillance of the measures to reduce 
market imbalances that the parties agree 
to take. 
Animal and Plant Health 
Regulations 
Rules should be drafted to reduce the 
negative effects of such regulations on 
agriculture trade. They would set out 
basic principles, criteria for harmonizing 
regulations internationally and proce­
dures for dealing with questions on pro­
duction methods and processes. 
Measuring Aid 
To implement the above plan, the parties 
would have to agree on how to measure 
the various forms of aid to agriculture. 
The measurement devised by the Organi­
zation for Economic Cooperation and 
Development-the producer subsidy 
equivalent -could be used, with certain 
adjustments. These would involve (a) 
covering only measures that significantly 
affect trade, (b) including a method of 
quantifying production restraints and (c) 
accommodating problems related to 
world price and currency fluctuations. 
Developing Countries 
GATT members should be involved in ef­
forts to reform world agriculture trade 
according to their level of development. 
Developing countries, therefore, should 
be granted "special and differential treat­
ment."E 

E.C. CONTRIBUTIONS TO URUGUAY 
ROtJND OF TRADE TALKS 
THE COMMISSION fRESENTS ACHIEVEMENTS TO THE COUNCIL 
OF MINISTERS. 

--~ -
GATT director general Arthur Dunkel! (left) and GATT ministerial conference chairmm 
Enrique- Iglesias after representatives !from 74 countries reached agreement in September 
1986 to launch the new round of tradE~ negotiations. 

T he negotiatin .. g plans ·a.· dopt:ed by 
the Negotiation Committee of 
the General Agreement on Tar­

iffs and Trade (GATT) in January this year 
provide for; the initi1l phase to be com­
pleted l>Y tll"e. end of: t}:le year. Progress in 
the first niqe months of !his initial phase 
indicates that alter a somewhat h~:sitant 
st~ the pa~e h~s ~icke~ up {lnd '"is nqw 
faster than at the equivalent stage in the 
Tokyo wRound. Numerous suggestions 
have been tabled and there .is no lac}{ of 
participants shoWing a real ,interest in 
making a c~nstructiv~ contributioQ. 

The E.C. has played , a part inthe 
general adtancEi, and, ~th the notable 
exception of agriculture, there are now 
few subjects on . which it has not made a 
written or oral contribution, with some of 
its suggestions riatuiany lieing more fully 
developed than others. Some rof thE! eon­
trifiutions will need to be rounded out 
further, an<f the"' E. C. wlll also ltave to 
respond to some pf the ideas put forward 
by other participants in ,various spheres. 
In any case,,,with the exception of tropical 
products-whlch was recognized as hav­
ing priority-the initial phase was in­
tended to cater for a preliminary exami­
nation of topics and the presentation of 
proposals by participants in broad outline, 
but not for detailed negotiating requests. 
These are reserved for tfie next phase. 

The PU!R£1Se qf the following
0 
communi­

cation from the Commission to the Coun-

cil of Ministers is to take stock of the part 
played so far by the E.C. at the momeqt 
when its contribution on agriculture is 

wabout to be pres~ntep. It. is intended tp 
·emphasize once again the importance at ... 
wtached by the E. C. to treating all aspects 
4 0f the negotiations as parts of a single 
Undertaking, as specified m the0Punta <Iel 

",Ests' Declai1tion7© 

0 

,, 

·'Tuiffs 
Like a number of other participants, ~ 
E.C: has presented a contributlonon an 
approach to the general tariff negotia-

"tions. This approach brings together two 
overridifig requirements, namely the de .. 
sirability* of Jurt}:ler tariff* liberalization, 
not!ibly* through a lowering of toe 
"peaks" or highe~t rates of duty, and the 
need to establish a better balance be­
tween contracting parties, tbe target 
group here being tq,e Newly Industri­
alized Countries or certain developed 
countries with a small number of bound 
duties. 

Non-tariff Measures 
The E.C. is endeavoring to persuade its 
partner~ of the need0 to study the real 
importqnce of the measures still outside 
the Tokyo Round codes, with a view to 
working out approQriate negotiating 
methods. It considers that this is vital if 
pro:g~r negotiations ate to, get under way. 
It ¥ttends to present l! contribution the 
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group before the end of the year, setting alternative proposals, to the many re- relevant GATT articles with reference to a 
out these guidelines more fully. quests put forward with regard to anti- number of investment measures that 

dumping measures. would seem to have a more direct link 
Natural Resources with trade. 
The E. C. has presented a two-part paper, Subsidies 
covering distortions in international trade The E.C. set out its initial approach in a Functioning of GATT 
in raw materials and also the fisheries paper presented at the group's second In the discussions so far, the E.C. has 
sector. On fisheries, it urges the impor- meeting. It urged the need, if the negotia- pointed out the importance among the 
tance of linking this topic with access to tions are to be successful, to reach agree- objectives identified in the Punta del Este 
resources and, regarding some commod- ment on the vital matters of how to define Declaration of greater coordination in the 
ity sectors, draws participants' attention and calculate the subsidy for the purpose working out of economic policies world-
to the unfair practices falsifying the world of applying countervailing duties, before wide. The E.C. has advocated closer ties 
trade picture. going on to examine the strengthening on between GATT, the IMF and the World 

subsidies and countervailing duties. On Bank, via the permanent secretariats of 
Textiles the matter of agricultural subsidies, the the three institutions. It is also ready to 
In view of the objectives laid down for this E. C. stressed from the outset that on this consider the strengthening of the surveil-
sector in the E.C.'s overall approach, it is issue the agriculture group takes prece- lance carried out by the GATT for the 
not thought appropriate against the back- dence. purpose of regular monitoring of trade 
ground of the 1986 Multifiber Arrange- policies. 
ment to put forward any suggestions at Disputes Settlement 
this stage. Like its main partners, the E.C. has pre- Services 

sented its views to the group on the The E.C. is convinced that it is vital to 
Tropical Products operation of the disputes settlement pro- establish a basis of negotiation that will 
The negotiating directive proposed by cedure and has suggested improvements. attract the support of as many partici-
the Commission in June was adopted by Its approach is based on the GATT practice pants as possible in these negotiations, 
the Council early in October, and the of consensus, but with modifications re- and is examining the possibility of sug-
Commission was able to present its offer garding recourse to conciliation or media- gesting to the Group of Negotiations on 
to the negotiating group when it met in tion, the arbitration procedure and the Services (GNS) some working hypotheses 
Geneva on October 14. panel system. for the next phase, in the form of an 

outline memo. The memo takes as its 
Agriculture Safeguard Measures starting point the concept of balance of 
See page 16. In accordance with the guidelines laid interests underlying the Punta del Este 

down in its overall approach, the E. C. has Declaration and takes note of the work 
GATT Articles proposed that factors such as the "tempo- achieved in the GNS, without neglecting 
In accordance with its overall approach, rary nature" and "degressive character" the safeguarding of specific E.C. inter-
the E.C. has proposed that the following of a safeguard measure should be dealt ests. 
be examined: Articles XXV:5 (waivers); the with first. Discussion in the group invari-
Protocol of Provisional Application, on ably stumbles over the concept of selec- Standstill 
which a number of major derogations tivity, or at least the removal of the "grey The E.C. has given notification of anum-
from the agreement are still based; and area" measures. ber of measures that it regarded as in-
Article XXIV:12 concerning the application fringements of the standstill undertaking. 
of the General Agreement to local and Intellectual Property Having warned that the threat of new 
regional governments. The E. C. joined its industrialized partners protectionist measures could endanger 

A written contribution on Article XXV:5 in compiling a list of trade problems en- the success of the negotiations, the Com-
has been circulated in the group. The countered with regard to intellectual munity has put into practice its constant 
E.C. has also stated that it may support property. The E.C.'s basic approach in concern to see the standstill undertaking 
some requests made by other contracting the negotiations is geared primarily to respected. For its part, it has refrained 
parties (Articles XII and XVIII, restrictions the application and observance of intellec- since Punta del Este from taking mea-
and balance of payments; Article XVII, tual property rights already agreed inter- sures inconsistent with the General 
state monopolies) and that it may make nationally. Its first aim is to promote the Agreement; it expects other participants 
counterproposals in response to other adoption of an agreement in the GATT not to distort the premise of the negotia-
requests, notably on Articles XXIV (cus- concerning the implementation of intel- tions through the introduction of a new 
toms union) and XXVIII (tariff renegotia- lectual property rights without, however, trade measure. In doing this, it has at the 
tions). closing the door at this stage to wider same time issued a warning to the United 

options. The Commission departments States whose protectionist measures 
Tokyo Round Agreements and Ar- are at present working on an outline adopted at the end of 1986 could be 
rangements scheme for presentation in the group at extended by measures in the draft trade 
The E.C. has so far made suggestions on an early date. bill currently under discussion in Con-
the standards code concerning the estab- gress. 
lishment of a code of conduct for private Trade-related Investment Measures 
standards institutions and the extension The E. C. set out its preliminary views in a Rollback 
of the code's main obligations to local memo presented to the group in June as In accordance with its wish to contribute 
bodies. It is also planned to put forward part of the process of identifying the to rolling back protectionist measures, 
proposals on the licensing code (import measures concerned and examining them the Commission should present a pro-
licenses). The E.C. is also preparing to on the lines laid down for the initial phase. posal in this connection before the end of 
respond, by means of commentaries or The memo analyzes the scope of the the year. E 
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International Bank for Reconstruction 
and Development 

ECU 150,000,000 

7112% Bonds of1987 due 1994 

MoRGAN GuARANTY LTD 

BANQUE PARIBAS CAPITAL MARKETS LIMITED CREDIT SuissE FIRST BosToN LIMITED 

ALGEMENE BANK NEDERLAND N. V. BANQUE BRUXELLES LAMBERT S.A. 

BAN QUE INTERNATIONAL£ A LUXEMBOURG S. A. BNP CAPITAL MARKETS LIMITED 

CREDIT COMMERCIAL DE FRANCE DEUTSCHE BANK CAPITAL MARKETS LIMITED 

GIROZENTRALE UNO BANK DER OSTERREICHISCHEN SPARKASSEN ISTITUTO BANCARIO SAN PAOLO DI TORINO 
AKTIENGESELLSCHAIT 

KREDIETBANK INTERNATIONAL GROUP MERRILL LYNCH CAPITAL MARKETS 

NIPPON EuROPEAN BANK S.A. NoMURA INTERNATIONAL LIMITED 

SALOMON BROTHERS INTERNATIONAL LIMITED SWISS BANK CORPORATION INTERNATIONAL LIMITED 

UNION BANK OF SwiTZERLAND (SECURITIEs) LIMITED S. G. W ARBURG SECURITIES 

YAMAICHI INTERNATIONAL (EUROPE) LIMITED 

22ndlu!y, 1987 All of these secun.ties have been sold This announcement appears as a matter of record only 



BUSINESS/INVESTMENT 

A VIEW FROM ONE OF THE PRINCIPAL 
PLAYERS. 
GORDON WHITE 

Recently there has been a tremen­
dous surge of British investment 
in American companies. Because 

of the complexities of some of the deals, 
accurate statistics are difficult to compile, 
but according to Acquisitions Monthly, 
the British trade journal that tracks such 
matters, in the first nine months of 1987, 
British companies have acquired or 
agreed to acquire 190 U.S. enterprises at 
a total cost of about $25.5 billion, and 
investments in other American assets 
could make the total grow enormously. 

Many reasons go to explain this up­
surge-an abundance of cash, a number 
of willing lenders, the relative strengths 
of the pound sterling and the dollar, and 
the state of the London stock market. I 
personally believe, however, that one rea­
son is of paramount significance: the new 
kind of corporate entrepreneurialism that 
is at work in Britain today. 

It is the direct result of the "Thatcher 
Revolution." Prime Minister Margaret 
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Thatcher has restored the spirit of free 
enterprise and initiative and has infused a 
new mood of confidence inside Britain­
and beyond. She has turned Britain 
around, away from dependence on the 
state and toward self-reliance, optimism 
and a "can-do" spirit. With this resur­
gence of the "can-do" spirit, people are 
looking to the United States for opportu­
nity just as they have so often done in the 
past. The new methods and practices in 
the City resulting from the "Big Bang" 
have been a recent factor in helping 
transform this spirit into action. 

This readiness to invest overseas is 
greatly to Britain's advantage for the 
future. North Sea oil is a diminishing 
asset, and, as it diminishes, the balance of 
payments will come under increasing 
strain. It is important that Britain should 
have access to an increased earnings base 
from sensible overseas investment to 
compensate for this expected decline in 
the revenue stream. It would be good if 
we could re-acquire something like that 
share of the U.S. economy that we held 

before World War II and had to dispose of 
to help pay the costs of the war! 

Of course, when I came to the United 
States in 1973 to start up what has be­
come Hanson Industries, no such large 
considerations of national interest were 
in my mind. I just wanted to get out of 
Britain where a new Labor Government 
seemed bent on stifling private initiative 
and destroying the economy. From past 
experience, I knew that the United States 
was the world's most exciting and dy­
namic business environment. But I also 
knew that it was a much tougher environ­
ment than the United Kingdom-a lesson 
that I have re-learned many times since. 
For example, I learned that you cannot 
featherbed inefficiency and high prices in 
a way that had become all too prevalent in 
Europe. On the other hand, I rapidly 
came to appreciate the openness of the 
U.S. economy and the receptivity of new 
ideas. If you had a good deal to offer, you 
could always find a listener. 

Because of the British exchange con­
trol regulations, I had a modest $3,000 at 
my disposal as I embarked on my first 
acquisition. This was a fishing company 
called Seacoast. The owners were pre­
pared to accept a delayed buy-out. I 
agreed to pay them $32 million over a 
period of time and I used the assets of the 
company to secure the notes that I gave 
to the owners. Thus I had early occasion 
to appreciate the advantages of what is 
now called a leveraged buy-out. 

Subsequent and much larger acqui­
sitions were based on the same principle. 
The money we have used to buy U.S. 
companies has been almost entirely U.S.­
borrowed or raised there, not money 
brought from Britain. This, incidentally, 
makes nonsense of the criticisms occa­
sionally voiced that British acquisitions 
abroad are at the expense of investment 
needed in the United Kingdom. 

People have often asked me my criteria 
for deciding which companies to acquire. 
It goes without saying that the important 
thing is to get value for one's money. 
Some British companies have in the past 
not done their homework and have in 
consequence paid far in excess of worth. 
Hanson Industries has the reputation, 
which I hope we can maintain, of never 
bidding more for a company than we think 
it is worth. 

There are some broad financial consid­
erations that apply across the board. 
First, we believe that much can be 
learned from simply reading company re­
ports. A comparison of spending against 
depreciation can be revealing. If spending 
is in excess of d~preciation, this is an 



indication that there is a possibility of 
unrecognized value. 

Price-to-earnings ratios are no way to 
judge a company; they are nothing more 
than the number of years it would take to 
get the money back if the company paid 
out all of its earnings as dividends, with 
tax put on one side-and that never hap­
pens. Firms that have a low return on 
equity and low price to book-value ratios 
frequently merit consideration. Through­
out the important thought to have in mind 
is not what can be gained if the acquisition 
goes well, but what can be lost if all goes 
wrong. We look out for the downside; the 
upside takes care of itself! 

However, apart from the old-fashioned 
principle of value for money, there is no 
standards template. But the companies 
we have acquired in the United States do 
show us a number of recognizable charac­
teristics. In the first place, the so-called 
"sunset industries" are not for us: We are 
interested in industries with a future. We 
prefer industries where the level of com­
petition is moderate rather than cut­
throat. We look for good-quality basic 
businesses providing essential goods and 
services, and these have tended to be 
mature companies making medium-tech­
nology consumer and industrial products. 

We are attracted by companies that 
have short investment cycles and where 
the amounts paid for them can be re­
couped within a reasonable period; com­
panies with low research and develop­
ment costs, low levels of capital expendi­
ture, and potentially likely to generate 
sufficient money to fund their own im­
provement programs. (In assessing such 
matters we naturally prefer to be dealing 
with the kind of company where we have 
past experience of the considerations in­
volved in capital expenditure.) We are 
always on the lookout for companies 
where there are signs that assets are 
under-utilized. Finally, we want sufficient 
managerial strength in a company to pro­
vide the leadership to run the business. 

The outcome should be a diversity of 
operations with our divisions kept in pro­
portion. This reduces our vulnerability if 
a major division has a bad year. Further­
more, friendly takeovers are to be pre­
ferred. The costs in the United States of 
the legal battle that often occurs in hos­
tile takeovers defies reason. These are 
the kind of things we keep in mind, but 
the range of choice is vast, and each case 
is in some respect special. It may well be 
that the next acquisition will not fit into 
any of the categories mentioned above! 

Hanson Industries is an industrial man­
agement corporation, in the business of 
acquiring and [subsequently operating] 
companies because we think that we can 

use the sum total of the assets more 
productively than their present owners. 
The very fact of our bidding means that 
we consider a major part of the assets 
worth retaining. However, once a com­
pany or group of companies has been 
acquired, there are important decisions 
to be made as to which assets are to be 
retained. In our acquisitions in the United 
States, we have been ready to dispose of 
components that did not fit into the gen­
eral pattern of our activity or where it 
seemed to us that others could use the 
assets more profitably. (As an example, 
when SCM was acquired, the sale of its 
Glidden Paints division to ICI was clearly 
to the benefit of all concerned.) That the 
proceeds of disposals can defray the cost 
of the original acquisition is all to the 
good. 

The key to more profitable use of as­
sets is first-class management. We have 
found that our philosophy of manage­
ment, tried and tested in the United King­
dom since the inception of Hanson Trust, 
is no less applicable in the United States. 
The emphasis is on good business princi­
ples. Division managers are required to 
submit detailed one-year financial bud­
gets and capital expenditure is carefully 
reviewed. There has been an average cut 
of about 25 percent of labor costs in 
acquired companies and a sharp reduction 
in overheads. 

Financial resources for our divisional 
companies are available from the corpo­
rate parent to facilitate future growth. 
The corporate center is in effect a banker 
to the division, but is not a particularly 
openhanded or "friendly" banker. We 
carefully monitor all investments and ex­
ert strict financial control. However, we 
also have a hands-off approach. We want 
each business run by managers with good 
entrepreneurial skills who know ow to 
make their businesses profitable. The job 
of corporate management is to give them 
incentives, and this is done through gen­
erous performance-related bonuses and 
share options. American managers have 
proved no less responsive than their Brit­
ish counterparts to these incentive 
schemes. 

A final point about management. It is 
futile to repeat the errors of King George 
III. Business in America cannot be run 
from London. H a British company wants 
to be a success in the United States, it 
must have in the United States a strong 
management unit, well versed in Ameri­
can ways of doing business. 

What of the future prospects for Brit­
ish companies looking to invest in the 
United States? A good deal will depend on 
factors beyond their control, such as the 
general state of the U.S. economy, or the 

strength of the pound against the dollar. 
However, the U.S. market is vast and 
there will always be opportunities for 
British companies ready to look for them. 
There has, of course, to be borne in mind 
the possibility of new forms of regulation 
by the U.S. authorities of acquisitions and 
mergers. Ln the early part of this year, in 
the wake of the insider-trading scandal, 
there was a good deal of talk about the 
need for more rigorous government con­
trol. Several Congressional committees 
are currently engaged in looking at vari­
ous aspects of this matter. 

However, one result of the debate has 
been to bring out the important and nec­
essary role of acquisitions and mergers in 
the restructuring of U.S. industry, which 
is essential if the United States is to 
remain competitive in an increasingly in­
terdependent world economy. There 
have been abuses, such as "greenmail," a 
general trend toward what has been de­
scribed as "casino capitalism." There is a 
case for curbing these abuses by legisla­
tion. It would be unfortunate, however, if 
regulation introduced to curb abuses 
were also to inhibit acquisitions that are 
in the interest of the economy as a whole. 

From time to time in recent years, 
public dissatisfaction has been expressed 
at the amount of U.S. assets being ac­
quired by foreigners. But, possibly be­
cause of our common language and com­
mon traditions, acquisitions by British 
companies seem to have generated less 
controversy than acquisitions by the Ar­
abs or the Japanese. Defense-related and 
some communications industries are a 
sensitive matter everywhere. (The Brit­
ish Government set a limit of 15 percent 
to foreign holdings of the stock of Rolls 
Royce when this manufacturer of aircraft 
engines was sold to the public last May.) 

It is to be hoped, however, that as far 
as U.S. industry generally is concerned, 
the U.S. authorities will not be so short­
sighted as to take restrictive action that 
could deprive the U.S. economy of the 
benefits that it has undoubtedly received 
from foreign investment. Fears about 
harmful consequences of British owner­
ship are certainly unfounded. Speaking 
for Hanson Industries, we see ourselves 
as engaged in a real and productive effort 
of Anglo-American cooperation. Happily, 
many U.S. investors are finding that to be 
the case as well. 

As a result, while Hanson Trust, as a 
company, is virtually half-British and half­
American in terms of its business portfo­
lio, today nearly a quarter of our equity is 
owned by Americans. We believe that the 
partnership we have created is special. 
Sir Gordon White is the chief executive officer of 
Hanson Industries. 
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E.C. APPROVES 
$6.2-BILLION PLAN 
FOR RESEARCH 
''ESPRIT " "RACE" AND "BRITE" ARE SOME , 
OF THE PROGRAMS SET TO GET EXTRA 
MONEY. 

WILLIAM DAWKINS 

N obody in the E.C. doubts that 
more and better industrial 
collaboration should be an im-

portant part of helping Europe to close 
the yawning technology gap between it­
self and the United States and Japan. Yet 
member states, or, to be more precise, 
Britain and the rest, are passionately di­
vided over just how the E.C. should help 
to foster cross-Community cooperation in 
research and development into new tech­
nologies. 

The dust is just settling in Brussels, the 
headquarters of the E.C. Commission, 
after a long and politically bruising debate 
in which Commission plans for a major 
boost in E.C.-funded research have been 
dramatically scaled down. The Brussels 
budget will be contributing almost 5.4 
billion European Currency Units (ECU), 
about $6.2 billion, on joint research over 
the next five years, a puny comparison 
with the £700 billion that the United 
States will be spending over the same 
period, or the £320 billion that the E.C.'s 
12 member states have independently 
allocated to their own research budgets 
for 1987-1991. 

Early last year, the Brussels authori­
ties suggested that the E.C. research 
budget be more than doubled from 3. 7 
billion ECU for 1984-87 to some 10.3 
billion ECU for 1987-91. This was to cover 
a range of projects from research into 
information technology to advanced tele­
communications, industrial automation, 
nuclear safety, thermonuclear fusion and 
biotechnology, all of which are still in­
cluded-if on a reduced scale-in the 
final program. 

The proposal ran into immediate resis­
tance from the United Kingdom, the Fed­
eral Republic of Germany and France, 
which argued that 10.3 billion ECU was 
wasteful and excessive at a time when the 
E.C. was running into another of its pe­
rennial financial crises. They are the 
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E.C.'s main budget contributors, though, 
curiously enough, they are also major net 
beneficiaries of the research program. 
Bonn and Paris dropped their opposition 
when the Commission agreed to compro­
mise at 6.48 billion ECU, leaving Britain 
stubbornly isolated until the Danish presi­
dency of the E.C. Council of Ministers 
managed last July to work out a compro­
mise to accommodate Britain's budgetary 
objections. By carrying over a portion of 
the funding after the formal end of the 
program, the Danes managed to reduce 
the five-year figure without any real cut 
in overall funding. 

The delay has caused serious slow­
downs for some projects, especially in 
telecommunications and information 
technology (IT). It has also highlighted 
more sharply than ever before the advan­
tages and limitations of the E.C. roles in 
backing transnational research. Skeptics 
argue that the supposedly cumbersome 
Brussels bureaucracy is just out of its 
depth in the fast -moving world of high­
technology industry. Inde,.ed, it was partly 
for that reason that France inspired­
against the wish of Brussels-the forma­
tion of "Eureka," a collaborative interna­
tional research program outside the E.C. 

Another frequently voiced criticism, 
shared by the United Kingdom, is that 
collaborative research is not cost-effec­
tive. The complications of managing 
transnational projects automatically mean 
they cost around 25 percent more than 
purely national ones. And, in any case, 
simply throwing public money at the 
problem is not necessarily the solution, 
says London. The British Government's 
skepticism over its own national research 
effort is well known. Moreover, the Trea­
sury automatically docks E.C. research 
grants off the budgets of the departments 
concerned. 

Ranked against the Big Three are all of 
the Mediterranean member states and 
the Benelux countries, which value E.C.­
funded research as a way of helping to 

bring their own technologies up-to-date 
with their larger partners. Any opposi­
tion, they suspect, is motivated by na­
tional industries' desire not to share their 
technology secrets, an attitude that cer­
tainly seems to have been the case with 
Siemens, the powerful West German 
electronics group. 

The Commission, meanwhile, has de­
fended all along charges that it is cumber­
some and inefficient. It points out that 
new E. C. research activities are only pro­
posed after thorough studies have been 
made with the industrialists that are due 
to take part, and that there is no question 
that the renewal of existing programs is 
automatic. It also points to the formation 
of its Information Technology Task Force 
under Michel Carpentier, designed in part 
to get through the rigid barriers between 
the different Commission departments in­
volved in technology research. 

There are, however, a few expensive 
holes in the fabric, including the E.C.'s 
much criticized four Joint Research Cen­
ters (JRC) in Italy, Belgium, the Federal 
Republic of Germany and the Nether­
lands. These are purely E.C. institutions 
rather than collaborative ventures, and 
they take up roughly 10 percent of the 
new research budget -100 million ECU 
annually, well down from the 150 million 
ECU allocated under the current budget. 
They are mainly concerned with research 
into nuclear safety, solar energy and nu­
clear reactor design. 

The Italian laboratory at Ispra, the 
biggest of the four, was accused of being 
sloppily managed and out of touch with 
commercial reality in an independent re­
port commissioned by the Brussels au­
thorities under pressure from Britain. 
Karl-Heinz Narjes, the Commissioner re­
sponsible for technology, is now planning 
to cut their nearly total dependence on 
E.C. funding so that by 1990 only 60 
percent of their needs will come from the 
Community budget. The balance would 
come from fees from contract research 
for private companies and government 
agencies. 

The JRCs apart, the Commission's ma­
jor argument for E. C.-funded research is, 
according to a paper it put out at the 
height of the row, the following: "In ad­
vanced sectors, markets and technologies 
and worldwide, no Community country on 
its own can afford projects of sufficient 
scale to take account of this." It can cite 
telecommunications, where experts 
agree that an estimated minimum world 
market share of 3 percent to 10 percent 
is needed to achieve viability for the next 
generation of switches, yet no E.C. "na-



tional champion" represents more than 6 
percent. 

E.C. input is equally important to en­
suring that new products use compatible 
standards, unlike the present generation 
of televisions where a set made in Britain 
will not work on the Continent, or, for 
that matter, mobile telephones, where 
member states operate half a dozen dif­
ferent systems. All this, of course, forms 
a key part of the larger drive to create a 
genuinely free internal market by 1992. 
Without common technology standards 
set jointly by E.C. companies, the main 
beneficiaries of the internal market will 
be their faster moving U.S. and japanese 
competitors, who will impose their own 
industry standards, argues the Commis­
sion. 

Overall, the flagship of the E.C.'s re­
search effort, and the one to have won 
most accolades from industry, is the "Es­
prit" research into information technol­
ogy. With a 1.6-billion ECU budget for its 
second phase-split equally between the 
Commission and the participating compa­
nies-Esprit II is designed to bring the 
projects involved closer to marketability 
than was the case in the first, 1.5-billion 
ECU, phase, which is due to run out in 
1988. It is the largest in the program and 
involves some 3,000 scientists in more 
than 200 projects, representing one in 
15 of the Community's IT front-line pro­
fessionals. 

Among Esprit's main achievements in 
its three-year history are: 
• Establishment of a software standard to 
overcome incompatibilities between dif­
ferent methods employed by different 
software companies, known as Portable 
Common Tool Environment, involving six 
major groups. 
• Development of gallium arsenide chips 
to be used in the next generation of super 
computers. This is a faster and more 
reliable replacement for silicon chips. 
The companies involved include Thom­
son-CSF and LEP of France, Siemens of the 
Federal Republic of Germany and Brit­
ain's Plessey. 
• In integrated office systems, the first 
European standard for a mixed voice, text 
and image electronic document has been 
developed by a consortium including Sie­
mens, TITN and CRIN of France and QMC­
IRL of Britain. 

The E. C.'s role in setting standards for 
the future is strongest in the RACE pro­
gram for research in advanced telecom­
munications, which completed its 40-mil­
lion-ECU definition phase at the end of last 
year and has been allocated 550 billion 
ECU for its main phase. Its main role is to 
define standards for integrated broad­
band communications for the future, a 

The framework agreement covers a range of projects from research into information 
technology to advanced telecommunications, industrial automation, nuclear safety, 
thermonuclear fusion and biotechnology. 

system whereby voice, text, data and 
visual information will all be carried on 
one line. Its target is to set up "cost­
effective and advanced telecommunica­
tions facilities across Europe before 
1995," by bringing together the Commis­
sion, national PIT administrations and the 
telecommunications industry. 

A smaller jewel in the E.C.'s research 
crown is the popular 105-million-ECU 
BRITE (Basic Research in Industrial Tech­
nologies) program, which attracted 4 71 
project applications before the Commis­
sion announced funding for 112 of them 
last month. They include a Dutch-British 
optical recording project, an unmanned 
knitting plant and computer-aided design 

for shipbuilding-all illustrations of the 
greater emphasis on industrial competi­
tiveness that Brussels has tried to bring 
to the overall program. 

Certainly, the battle over funding has 
meant that -at least in the Commission's 
eyes-the program has suffered. "The 
compromise is not a very satisfactory 
one," says Carpentier. However, he in­
sists that the main objectives can still be 
achieved. One thing is certain: When the 
program comes up for midterm review by 
member states in 1989, the old row about 
funding will start again with renewed 
force. E 
William Dawkins reports from Brussels for the 
Financial Times. 
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F or most of the past decade, the 
Persian Gulf has never been far 
from the headlines. From the oil 

crises of the 1970s through the outbreak · 
and intractable persistence of the Iran­
Iraq war during the 1980s, the Gulf has 
been one of the world's focal points and a 
source of continuing concern to the West. 
Interest in the Gulf flagged earlier this 
year as the oil glut continued and the war 
seemed to plod on in a never-ending stale­
mate, but the sharp escalation this sum­
mer in Iranian hostility and the high­
profile response by the United States 
brought the Gulf into the public eye once 
again-this time with a vengeance. 

The American decision to protect Ku­
waiti tankers, and thus raise the stakes in 
the conflict in the Gulf, set off heated 
debate in Europe as well as in the United 
States. Initially wary of the American 
action-they felt it risked an escalation of 
the war, perhaps even a superpower con­
flict -yet concerned about maintaining 
stability in the area, a number of Euro­
pean Governments have since come 
around to support the American position. 
Uneasy about seeming to leave the pro­
tection of vital European interests in 
American hands, Europe began to adopt a 
more visible role in the late summer and 
early fall, and five countries-Britain, It­
aly, France, Belgium and the Nether­
lands-have now joined the United 
States in sending (or promising to send) 
minesweepers into the Gulf. The Euro­
pean role is still taking shape, but the 
higher profile reflects not only the contin­
ued importance of the Middle East to 
Europe, but also a new willingness to act 
to protect its interests there. 

Chief among those interests is, of 
course, access to a stable, reliable supply 
of oil. Europe has been trying to promote 
Middle Eastern stability by developing its 
links with the Gulf Cooperation Council 
(Gee), an organization set up by Saudi 
Arabia, Kuwait, the United Arab Emir­
ates, Oman, Bahrain and Qatar in 1981, 
partly in response to the Iran-Iraq war. 
The European Parliament summed up 
the European position in a report earlier 
this year on relations with the GCC when it 
said, "Using the instrument of coopera­
tion, the Community can also promote 
the process of integration among the 
countries in the Gulf area and thus make a 8 
contribution to detente and stability in ~ 
the Middle East and throughout the Arab ~ 
world." ~ z 

With the oil boom long over, however, ~ 
~ 
;:;;-

John Peterson is a Washington-based writer and ffi 
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the countries of the GCC have been left to push had been the capture of Iraq's al- muz. In response, the Kuwaitis ap-
grapple with pervasive economic reces- Faw peninsula in early 1986; another proached the United States Coast Guard 
sion. For the West, the tremendous com- prolonged "final offensive" in early 1987 . about the procedure for re-registering 
mercia! opportunities promised by the put tremendous pressure on the Iraqi ships under the American flag. 
Gulf dried up and business began to look forces defending Basra, the country's The U.S. response was limited to 
elsewhere. The Gulf's proportion of Eu- second-largest city, but the defenses held. Presidential assertions in January and 
rope's total oil imports declined from a Once again it became clear that Iran, February that it was committed to the 
level of nearly 40 percent in 1982 to 15 while clearly the stronger belligerent, did free flow of oil through the Strait of 
percent in 1985. Despite seven years of not have the resources immediately avail- Hormuz. Requests by the Kuwait Oil 
fighting, the Iran-Iraq war did nof · able to defeat Iraq. Nevertheless, any Tanker Corporation to re-register some 
threaten Europe's oil supplies, at least continuing no-win situation would seem of its fleet went unanswered until March, 
not until recently. Meanwhile, the chronic to favor much larger Iran. when Washington learned that the Soviet 
European trade deficit with the GCC For this reason, Iraq sought as early as Union had agreed to protect the tankers 
moved into an equally sizeable surplus. 1984 to exploit Iran's vulnerability in the and was preparing to lease three of its 

Still, the Gulf is not unimportant to so-called "tanker war." With its Gulf . own tankers to Kuwait. Changes in White 
Europe. For years it has been the E.C.'s ports closed at the onset of the war, Iraq House staff after the Iran-contra affair 
third-largest export market (consisting learned to rely on pipelines through Tur- and a perceived need to mend fences with 
mainly of technological products, machin- key and Saudi Arabia, as well as trucks the conservative Gulf states also seemed 
ery and other manufactured goods) after ~cross Jordan, to get its oil out. Further- to play a part, and American concern was 
the United States and EFTA (the European more, Saudi Arabia and Kuwait sell about . intensified further by the discovery that 
Free Trade Association), and still con- 250,000 barrels a day of their Neutral Iran had acquired Chinese Silkworm anti-
tains nearly 60 percent of the world's Zone oil on Baghdad's behalf. Iran, on the ship missiles and test -fired them near the 
proven oil reserves. other hand, has no alternative to export- Strait of Hormuz in late February. 

But, given the historic ties and strong ing its oil through the Gulf. On March 7, the Reagan Administra-
European economic involvement over the Consequently, Iraq has employed its tion announced that eleven Kuwaiti tank-
past decade, it is rather surprising that superior strength in air power to strike at ers would be placed under a U.S. flag, and 
the GCC is the only part of the Arab world Iranian oil targets, including pumping sta- thereby entitled to protection for the 
with which the E.C. has not established tions, refineries, sea terminals and tank- United States Navy. The potential conse-
an economic cooperation agreement. On- ers. Steady pressure against the main quences of this decision were highlighted 
and-off talks on an economic relationship Iranian terminal at Kharg Island forced scarcely two months later when 37 
have been held for years, but the desul- Tehran to establish satellite terminals on American sailors were killed in an appar-
tory record of these negotiations in large islands near. the entrance to the Gulf, and ently accidental missile attack by an Iraqi 
part is due to the Gee's aspirations of then to ferry the oil itself to these termi- fighter on the USS Stark. 
economic diversification. In particular, nals from Kharg on chartered tankers. The incident only stiffened the Admin-
agreement has bogged down over the Not only did this cause Iranian oil exports istration' s resolve, even as it provoked 
issue of petrochemical imports from the to dip, but it also added to the costs of Congressional rumblings about invoking 
GCC, particularly from Saudi Arabia. production. The result was less income to the War Powers Act. Nevertheless, the 

At Saudi insistence, the Gee has been pay for both expensive arms on the open Administration delayed instituting escort 
seeking a free-trade area with the E.C., market and necessary imports for the convoys for the tankers until after the 
or at least a preferential agreement simi- war-tom economy. U.N. Security Council adopted Resolution 
lar to that of the E. C. with Mediterranean Desperate, Iran struck back. It contin- 598 on july 20, calling for an immediate 
countries. In return, the Gulf is offering ued to press along the border, with al- cease-fire in the war. Iraq complied and 
concessions in the tariff levels on a wide most daily skirmishes and strong backing quit its attacks, but Iran prevaricated. 
range of its European imports. The E.C., for the Kurdish guerrillas in the north of Two days later, the first convoy entered 
which has seen its refining capacity drop Iraq. At the same time, Tehran escalated the Gulf. Off Kuwait, one of the tankers 
by about a third in the last decade, would its pressure against Baghdad's support- hit a mine. 
also gain from the importation of refined ers within the GCC, and threatened to Meanwhile, relations between Iran and 
petroleum products from the Gulf. Other disrupt the January 1987 summit confer- two key European governments were de-
complications arise from the opposition of ence in Kuwait. Not only were car bombs teriorating rapidly. France broke off rela-
European petrochemical makers, and set off during the conference, but Kuwait tions with Tehran on july 17 after becom-
there is potential division in GCC ranks as has been plagued by sabotage in its ing ensnared in a bitter wrangle with 
well, since the other members do not oilfields and urban areas both before and Iran. A suspected Iranian terrorist (and 
share the Saudi investment in petrochem- after the summit. Iranian provocations government official) named Wahid Gordji 
icals. during the Islamic pilgrimage to Mecca in had taken refuge in his country's embassy 

The bargaining was set to continue in July erupted into violence and 400 pil- in Paris and refused to speak to French 
earnest in October. But as the crisis in the grims were killed-the majority of them police, and Paris-noting that Gordji had 
Gulf heated up, attention was deflected Iranians. no diplomatic immunity-would not let 
from details of tariff negotiation to the Iran also stepped up its attacks on him leave the country. In retaliation, Teh-
more immediate problem of ensuring that seaborne shipping bound for Kuwaiti and ran accused Paul Torri, France's First 
ships could get in and out of the Gulf Saudi ports. Vessels plying the Gulf were Secretary in Iran, of various crimes. Nine 
safely, and a final decision on expanding forced to hug the Arab shore, but even French diplomats became virtual hos-
the E.C.'s economic links with the GCC that was no guarantee of safety. By the tages in their embassy in Teheran, and a 
was put off until late November. end of 1986, more than a dozen Kuwaiti standoff ensued. In London, meanwhile, 

Earlier this year, it seemed that the ships had been struck and the Iranian an assassination attempt on a leading 
Iran-Iraq conflict had come to a virtual navy was increasingly boarding K waiti Iranian opposition figure strained ten-
stalemate. The last successful Iranian ships passing through the Strait of Hor- Continued on page 47. 
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"SINGLE EUROPEAN 
ACT:" BLUEPRINT 
FOR COOPERATION 

streamline the decision-making process. 
It also attempts to make the system more 
democratic, making it possible for the 12 
E. C. member states to decide many more 
issues-especially those to do with re­
moving national barriers to cross-border 
trade-by majority voting, instead of re­
quiring unanimity. At the same time, it 
allows the European Parliament, directly 
elected every five years, more influence 
on the decisions taken. 

TREATY REFORM CHANGES THE WAY 1-HE 
E.C. DOES BUSINESS Those two ambitions may already be in 

conflict: The majority voting in the E.C. 
Council of Ministers, where the member 
states thrash out their differences, should 
make the legislative process swifter. The 
need to allow the Parliament more say­
even if it stops short of allowing its mem­
bers a genuine power of co-decision-mak­
ing-seems certain to make it more diffi­
cult again~ 

QUENTIN PEEL 

S lowly and somewhat unsurely, all 
the players in the European Com­
munity are learning to live with 

something called the Single European 
Act, or SEA. It is a misleading name, for it 
covers a multitude of sins. It is decep­
tively simple-sounding, for the document 
in question is complex and hard to under­
stand. 

For a 20-page text couched in obscure 
legal jargon, it has aroused remarkable 
passions, precipitating two national refer­
enda-in Denmark and Ireland-and all 
sorts of accusations of loss of national 

states; and the expansion of the E.C. from 
10 members to 12, with the accession of 
Spain and Portugal on january 1, 1986. 

On the one hand, the leaders of the 
E.C. were desperate to revive and to 
revitalize the body, to "relaunch" the 
E. C., in the words of jacques Delors, the 
President of the E. C. Commission. On the 
other hand, they were conscious that the 
imminent membership of Spain and Por­
tugal, on top of that of Greece in 1981, 
could turn the already cumbersome deci­
sion-making process into permanent 
semi-deadlock. 

The Act they negotiated has four main 
aims. At its heart is the ambition to 

The other two aims of the Act expand 
the role of the E.C. into new fields. In its 
traditional economic role, the members 
have now formally given it responsibility 
in areas such as environmental policy, 
technological research and development, 
monetary policy, social legislation and re­
gional policy-promoting the economi­
cally poorest regions. All were on the 
agenda before, but without any proper 

sovereignty, before being finally ratified 1-----------------...l.------------------' 
by al112 national parliaments in the Com-
munity. It was supposed to come into 
effect on january 1, 1987, but only finally 
limped into being on july 1 when the Irish 
Supreme Court gave its blessing. 

Yet already it is cropping up in E.C. 
affairs on every front: in discussions of 
foreign policy and East-West relations, in 
deciding what happens to Turkey's appli­
cation for membership in the club, in 
settling the thorny question of clean-air 
standards for automobile emissions, or in 
pushing ahead the process of deregulat­
ing air transport in Europe. Nobody yet 
knows if it is going to make the E. C. more 
or less efficient, more or less influential in 
international affairs, more or less demo­
cratic in its internal operations. That is 
still to be seen. 

The Single Act, conceived in adversity 
and negotiated with-for the E.C.-con­
siderable speed (it took just six months), 
amounts to the first major constitutional 
reform of the E.C. since the founding 
Treaty of Rome was signed more than 30 
years ago. It was born out of the coin­
cidence of two circumstances: the five 
years of stagnation, from 1979-84, 
caused by the British demand for a bud­
get renegotiation with its fellow member 

Quentin Peel is the Brussels bureau chief of the 
Financial Times. 
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basis in the Treaty of Rome. At the same 
time, they have formalized their growing 
political relationship in coordinating for­
eign policies across the full range of inter­
national affairs-from East-West rela­
tions through the Middle East, to thorny 
issues such as southern Mrica, human 
rights and the like. 

The whole exercise has been a fine 
balance in transferring a few more areas 
of traditional national sovereignty to the 
fledgling institutions in Brussels. The 
process is hedged about with conditions, 
as national capitals keep all sorts of ways 
of blocking it. The ambition is nonethe­
less to reinforce the power of Brussels at 
the expense of national authority. 

The desire to reform the Treaty of 
Rome was inspired by the members of 
the European Parliament, led by dedi­
cated European federalists like the late 
Altiero Spinelli. They were almost uni­
versally disappointed with the result that 
finally emerged from the Luxembourg 
summit of E.C. leaders in December 
1985. On the other hand, there was a 
strong backlash in several member 
states. In Denmark, anti-E.C. campaign­
ers forced a referendum, arguing that the 
Single Act changed the nature of the E. C. 
from a purely economic animal to one 
with a clear political dimension. They also 
objected to any increase in the powers of 

The Treaties of Rome 
establishing the 
European Economic 
Community and 
Euratom were signed 

r«<~*-A ¥·---'"''"'"' ...... _.,...¥,.,. 
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....... ~ ,, ... ~..,..-,..~" .. ,_ 
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by the six original E.C. r ", t" !-- '< 

member states on "-r "~"" .............._ 
March 25, 1957. /- ----

the European Parliament, even if highly 
circumscribed. But they lost the referen­
dum. In Ireland, the strong neutral lobby 
saw the Act as an erosion of the Constitu­
tion, because it allowed the E.C. to dis­
cuss and coordinate positions on the "po­
litical and economic aspects of security." 
They, too, forced a referendum, only to 
suffer a similar defeat as the Danish pro­
testers. 

Even while the Act was still under 
negotiation, it was the newer member 
states-the United Kingdom, Denmark, 
Ireland and Greece-which worried the 
most about loss of national sovereignty. 
France and the Federal Republic of Ger­
many prevaricated in the middle of the 
European spectrum. Only Belgium, Lux­
embourg, Italy and the Netherlands 
proved consistently keen to boost the 

powers of the European institutions at 
their own expense. 

So what of the outcome? How much 
power has really been transferred to 
Brussels and to the Parliament? Will it 
streamline the E.C.? Will it be more dem­
ocratic? In specific terms, will the Single 
Act make it easier to remove all the 
remaining barriers to the creation of a 
genuine Common Market in Europe­
the original ambition of the Treaty of 
Rome? Will it strengthen the foreign­
policy coordination of the member states 
and give them greater combined influ­
ence in world affairs? 

Then there is the whole question of 
finance-the bugbear of E.C. progress 
for the past decade or more. Delors has 
presented a whole package of proposed 
budget reforms under the title of "Mak­
ing a Success of the Single Act.'' They are 
currently the subject of agonizing negoti­
ations that are supposed to be completed 
by December-but that show every indi­
cation of lasting far longer. 

All those questions will inevitably take 
years to answer, not months. So far, most 
of the signals are merely confusing. At 
the heart of the Single Act is a new article 
inserted into the Treaty of Rome, Article 
1 OOA. It is the key reform affecting deci­
sions to scrap internal trade barriers­
national standards for differing products, 
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pages. List of publications issued April-
June 1987. Free 
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11 pages. Free 
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11 pages. Free 

D Europe, Our Future. European 
File No. 13/87, Commission, Brussels, 
August-September 1987, 12 pages. 
Brief survey of the achievements of the 
EC. Free 

D European Regional Policy. Eu­
ropean File No. 14/87, Commission, 
Brussels, August-September 1987, 12 
pages. Free 

D The European Community and 
Yugoslavia. Europe Information, Ex­
ternal Relations No. 88/87, Commis­
sion, Brussels, February 1987, 10 
pages. Free 

D The European Community and 
Nepal. Europe Information, External 
Relations No. 87/87, Commission, 
Brussels, February 1987, 6 pages. Free 
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ber States. Commission, Brussels, 
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administrative checks and systems that 
disrupt cross-border traffic and the like. 
Whereas under the old treaty, any move 
to adopt common regulations and remove 
border barriers had to be unanimous, the 
new Act makes them a matter for major­
ity voting. 

Majority voting in itself, E.C. style, is 
not entirely straightforward. It means 
voting according to what is known as a 
qualified majority, under which each 
member state is assigned a given number 
of votes according to its size. Thus the big 
four-the Federal Republic of Germany, 
France, Italy and the United Kingdom­
have 10 votes each, whereas the smallest 
member, Luxembourg, has only two. Any 
decision must be taken with at least 54 
votes out of a total of 76, which means 
that it takes an alliance of at least two 
large members and one smaller one, or a 
bigger combination of smaller members, 
to block any decision. 

There are, however, considerable loop­
holes left in the new system. One of the 
largest is the exclusion of any changes in 
tax laws from majority voting. That 
means that radical proposals by the Com­
mission to bring all indirect taxation in 
the E.C. roughly into line and to do away 
with tax checks at frontiers can easily be 
blocked by a solitary member state. 

More ambiguous are the loopholes 
built in by the United Kingdom, Ireland 
and Denmark when the Act was negoti­
ated to protect their national laws on 
health, safety and environmental protec­
tion. They mean that any E.C. member 
state can plead one of those reasons for 
imposing different national legislation 
from the E.C. norm, if it can then prove 
that it is not "a means of arbitrary 
discrimination or a disguised re'striction 
on trade." 

The purpose was to allow the United 
Kingdom and Ireland, for example, to 
maintain their health checks for rabies 
and other diseases, and for Denmark to 
maintain higher standards for environ­
mental and consumer protection. Already 
the system is being put to the test. Com­
mon standards for car-exhaust fumes in 
the E.C.-requiring massive investment 
in the automobile industry, but falling 
short of the U.S. standards-were 
blocked by Denmark under the old rules 
of unanimity as being too lax. As soon as 
the Single Act came in, Denmark allowed 
itself to be outvoted, but made it clear it 
·plans to impose stricter standards at 
home. They seem certain to be chal­
lenged by automobile manufacturers in 
other member states-and the European 
Court of justice will almost certainly have 
to decide whether it is a trade barrier or a 
permissible loophole. 
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The fact that the Single Act will still 
allow such apparent barriers to an en­
tirely free market is causing some con­
cern in European industrial circles, which 
fear that it could end up being more 
protectionist than the system hitherto. 
The second major area of doubt is just 
what the Act will do for the power and 
influence of the European Parliament. 

The new system provides for what is 
called a "cooperation procedure" be­
tween the hitherto almost all-powerful 
E.C. Council of Ministers and the largely 
toothless Parliament. The latter's only 
real powers before were over the annual 
budget-in itself not insignificant-and 
in being able to refuse to give its legal 
opinion, and thereby block legislation it 
did not like. 

Since july, the Parliament has had the 
power to amend Council proposals at a 
second reading, after which, if the amend­
ments are accepted by the Commission, 
the Council must be unanimous to reject. 
It is a power that remains essentially 
negative, but it is already · being taken 
quite seriously. For example, if the Parlia­
ment were to amend the Council's pro­
posals on car-exhaust fumes along the 
lines favored by Denmark-that is, by 
inserting the full U.S. standards-then 
the Council could once again be blocked in 
its efforts to agree on lower standards. In 
the middle, the Commission would be put 
in the embarrassing position of having to 
choose between the Parliament and the 
Council. 

Christopher Prout, the British Conser­
vative leader of the European Democratic 
group in the Parliament, and the author of 
the Parliament's opinion on the Single 
Act, believes the power could prove quite 
substantial. "The rather clumsily drafted 
text of the Single European Act has given 
more power to the Parliament than the 
member states intended," he says. "In­
deed, what the Parliament now lacks is 
not power but clear evidence of the politi­
cal will to use it." 

In order to pass the necessary amend­
ments, the Parliament does have to mus­
ter an absolute majority of its members-
260-which it cannot do with the center­
right or center-left blocks alone. Only a 
political consensus of the 518 members, 
representing 12 nationalities, eight politi­
cal groups, more than 80 national parties 
and speaking nine languages, can suc­
ceed. So that is certainly more easily said 
than done. 

Another clear power given the Parlia­
ment, however, is the right to vote on any 
new membership application to join the 
E.C. In the case of Turkey, for example, 
an absolute majority of the Parliament 
must vote in favor, which would certainly 

be no foregone conclusion without a com­
plete return of democracy in that country. 
Indeed the first power of the Parliament 
under the Single Act, exercised in Sep­
tember, was a vote on extending the 
association agreements with North Afri­
can countries to include the new E.C. 
member states, Spain and Portugal. That 
was really a foregone conclusion. 

The Act means that suddenly all the 
other institutions-as well as the press 
and industrial lobbyists-are having to 
pay more attention to the parliamentary 
process, in committee as well as in the 
plenary sessions. Even if the final say 
remains with the Council of Ministers, 
the opinion of the Parliament matters. 

The third area of uncertainty concerns 
just what the reinforcement of political 
cooperation between the 12 member 
states will amount to. On paper, the Sin­
gle Act merely sets down a process of 
consultation that was already operating. 
It goes one important step further in 
establishing a small permanent secretar­
iat in Brussels-separate from both the 
Council's secretariat and the Commis­
sion-to service the procedure, mainly 
by providing paperwork and oiling the 
administrative machinery. 

On the sensitive question of including 
defense and security topics, the Act goes 
no further than previous practice. Due to 
Ireland's strict neutrality, only the ''politi­
cal and economic aspects" of security can 
be discussed. Yet the very fact that the 
Irish Government held and won a ref­
erendum on the Act has liberated some of 
those constraints. 

At the last informal Foreign Ministers' 
meeting in Denmark, Uffe Ellemann-jen­
sen, the Danish Foreign Minister cur­
rently holding the six-month, rotating 
presidency of the E.C., announced quite 
calmly that they had discussed Mikhail 
Gorbachev' s latest speech on disarma­
ment, and only thought to add as an 
afterthought "or at least, the political and 
economic aspects of it.'' The distinction is 
frequently illusory. 

Indeed, the very fact that political co­
operation is now written into the Treaty 
of Rome, courtesy of the Single Act, 
seems certain to reinforce the whole pro­
cess. It is still an inter-governmental ex­
ercise, rather than one in which the other 
European institutions have a say, yet it is 
slowly but surely becoming a normal part 
of E.C. life. 

That is really also the best that can be 
said about the Single Act as a whole: It is 
clumsy, difficult to understand, a negoti­
ated compromise between national and 
European interests. But it is now a fact of 
E. C. life, and, as such people will get used 
to it and learn to live with it. E 
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DERMOT McALEESE 

T he Irish economy has performed 
poorly during the 1980s. During 
the first few years of the decade, 

the blame could be laid at the door of 
world recession, but, since then, the 
world economy has recovered, oil prices 
have fallen and interest rates are down. 
Despite repeated promises of an upturn, 
the economy still languishes in a vicious 
circle of low growth, high government 
debt and endemic unemployment. Private 
consumption in 1986 was only 97 percent 
of its 1980 level. Gross national product 
(GNP) too has fallen in real terms and 
investment has dropped a full14 percent 
between 1980 and 1986. The mood of the 
country has become anxious. However, 
the determined approach of Prime Minis­
ter Charles Haughey's new Government 
to the public finances, evidenced in deeds 
as well as words, has done something to 
raise morale and bodes well for the fu­
ture. 

The problems of budgetary deficits and 
the debt overhang have dominated dis­
cussion of the economy. As a result of an 
accumulation of deficits during the past 
decade, total public debt has reached a 
record 140 percent of GNP. Much of the 
money has been borrowed from foreign 
banks. The public sector's foreign debt of 
$15.6 billion at end-1986 reflects a chill­
ing debt/GNP ratio of 70 percent. More­
over, the debt is still growing. In 1986, 
the Treasury borrowed a further $2.8 
billion, equivalent to 13 percent of GNP. 

Efforts have been made to reduce the 
deficit by increased taxation, but they 
have proved to be of limited effective­
ness. The international climate of opinion 
is decisively against higher taxes, and a 
country as small and open as Ireland 
cannot ignore this fact. Ireland's highest 
marginal tax rate is 58-percent, not in-

, herently unreasonable, but it comes into 
Dermot McAleese is a professor of political econ­
omy at Trinity College in Dublin. 
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effect at comparatively modest income 
levels. Thus, a middle-class couple earn­
ing $45,000 could expect to face an in­
come tax bill of $18,000. A single person 
could find himself in the 58-percent 
bracket with an income of $14,000, mar­
ginally above the industrial earnings aver­
age. Leakages through tax avoidance 
schemes and through the black economy 
are, inevitably, encouraged. Likewise, ad­
ditions to indirect taxes ate subject to 
rapidly diminishing returns given the 
ease of movement between Northern Ire­
land and the Republic. Thus higher tax­
ation, introduced as a solution to the 
problem of the public finances in the early 
1980s, has now become itself a major 
problem. 

Unemployment has risen to 19 percent 
of the work force. It is hard to imagine 
that five years ago an unemployment rate 
of 8 percent was. regarded as intolerable. 
Demographic factors explain the large 
number of young people entering the 
labor market every year, but they do not 
explain why demand for workers is so 
weak. For this, Irish economists have 
tended to point to inflexibility in the labor 
market. Hourly earnings have risen by 15 
percent relative to major trading partners 
since 1981. The tax-wedge-that is, the 
difference between labor cost to the em­
ployer and net of tax income received by 
the employee-has widened. Nominal 
wages have been, in other words, at best 
only mildly responsive to the level of 
unemployment. 

Also relevant is the fact that social 
welfare payments in Ireland are generous 
in relation to the nation's resources. Fig­
ures issued last year by the Minister of 
Finance, for instance, showed that wel­
fare benefits were in many cases higher 
in the Republic than in Britain, despite 
the latter's per-capita GNP being one-third 
higher than Ireland's. Poor job prospects 
have affected the young with particular 
severity. Emigration is now running at 
30,000 per year, most of it to Anglophone 

countries such as Britain, the United 
States and Australia. 

High debt, high taxes and unemploy­
ment, on the law of averages, would tend 
to be associated with high inflation and a 
large balance-of-payments deficit. This 
association, fortunately, is not true of 
Ireland. In fact, inflation at 3 percent per 
year is close to the E.C. average and 
significantly below the U.S. level. Mainte­
nance of a stable exchange-rate position 
within the European Monetary . System 
has helped to bring this about. Although 
the Irish pound was devalued by 8 per­
cent relative to the European Currency 
Unit in August 1986, the subsequent 
weakening in sterling and the dollar has 
resulted in the pound's effective ex­
change rate being maintained in value. 
Indeed the nominal effective exchange 
rate has risen by 7 percent since early 
1985. All this is good for inflation (al~,. 
though not good for Irish cost competi-
tiveness). · 

Together with lower inflation has come 
a decisive improvement in the balance of 
payments. The 1987 current-account 
deficit is estimated by the central bank to 
fall to $280 million or 1 percent of GNP, a 
dramatic decline from its 15 percent of 
GNP level a few years ago. The Irish 
economy now in fact enjoys the unusual 
position of running a large me~chandise 
trade surplus of $1.4 billion. E.C. trans­
fers bring in a further $1.1 billion of 
foreign exchange. These and other items 
combined are just about sufficient to 
cover foreign-exchange outgoings in the 
form of interest on foreign borrowing and 
profit repatriation by subsidiaries of over­
seas companies. Hence Ireland has not 
run into problems with financing its for­
eign-exchange liabilities. Overseas bank­
ers, undeterred by the debt statistics, are 
still willing to lend to the government at 
the keenest rates. 

Easy access to debt finance, however, 
could not be expected to last indefinitely. 
A report published in 1986 by the Na-



tional Economic and Social Council, Strat­
egy for Development 1986-1990, explained 
just how tenuous the position had be­
come. The report charted the alarming 
rise in the debt/GNP ratio and concluded 
that neither faster growth nor any exter­
nal deus ex machina was likely on their 
own to restore the financial position to a 
sustainable level. Far-reaching changes in 
domestic policy would also be needed. 

The report presented a timely and 
comprehensive analysis of Ireland's eco­
nomic ills. The fact that it emanated. from 
a council representative of the major in­
terest groups in Irish society (including of 
course the unions) gave it real weight. 
Significantly, the report's message ap­
pears to have won acceptance by the new 
Fianna Fail Government, despite pre­
election predictions to the contrary. 

Although less than a year in power, the 
Governm~nt has taken significant steps 
to rescue the economy. Economic policy 
is being directed toward three targets: 
• restoration of balance in the public sec­
tor's finances; 
• restructuring incentives to the private 
sector so as to increase growth and re­
duce unemployment; and 
• reform of the tax system. 

The 1987 budget provided for a cut of 
two percentage points in the Treasury 
borrowing requirement. Numbers em­
ployed in the public service are to be 
reduced, severe restrictions on pay have 
been imposed, hospitals have been 
closed, and some state agencies have 
been abolished. Charges are being in­
creased and/or introduced for many gov­
ernment services and a major shakeup is 
occurring in the state-owned enterprises. 
Further restrictive budgets are promised 
next year and beyond. 

Initial reaction to these cutbacks has 
been encouragingly supportive. Many 
Irish people feel glad that decisive action 
is being taken-while fervently praying 
that the ax of retrenchment will not fall 
on them personally. Even more encourag­
ing has been the support for Alan Dukes, 
leader of the main opposition party in 
succession to Garret FitzGerald, for the 
Government's fiscal measures. This far­
sighted display of bipartisanship will be 
very useful in enhancing the effectiveness 
of the strategy. 

National confidence has been further 
boosted by the conclusive two-to-one ref­
erendum vote in favor of the Single Euro­
pean Act (SEA). The referendum debate 
attached more than its normal share of 
cranks and red herrings but, in the last 
analysis, the "yes" vote indicated a con­
viction that Ireland's future lay within a 
strengthened European Community. 

Getting the overall budgetary position 



in order will be a long haul. Even the years, the more successful ones have integrated market by 1992, portends a 
harsh 1987 budget could only reduce grown via external acquisitions rather dramatic change in the business and in-
Treasury borrowing to 11 percent of GNP, than by domestic employment creation vestment climate of the Community. On 
a level that is way above the E. C. average and exports from Ireland. The restora- balance, the effects should be favorable 
and is unsustainable. A series of tough tion of confidence in the economy's future for the Irish economy. First, to the extent 
budgets will be needed. In the meantime, will lead, it is hoped, to increased invest- that the SEA will improve the Communi-
how to induce the private sector to take ment. A 4-percent growth rate in manu- ty's overall economic performance, 
up the slack left by the withdrawal of facturing output is estimated for 1987. opportunities arise for a trickle-down ef-
public-sector expenditure? For, without Industrial exports meanwhile are ex- feet to the periphery. A more prosperous 
some response from the private sector, pected to recover strongly to a growth Europe does not guarantee a more pros-
cutbacks in expenditure alone could rate of 9 percent this year, with every perous Ireland, but it offers a more hope-
prove self-defeating. prospect of further growth in the years ful prospect than that from a fractured 

One obvious possibility is to restore ahead. and slow-growing Europe. 
incentives to the private sector by tax The services sector also is being fo- Second, removal of technical barriers, 
reform and deregulation. Steps to widen cused on as a source of growth. Tourism restrictive government procurement 
the tax base-e.g. by charging a value- has performed much better than last year practices and trade frontiers will make it 
added tax on food and children's clothing with the return of U.S. visitors (despite easier to export. Multinational subsidiar-
and/or by introducing a more effective the weaker dollar) and the reappearance ies will clearly benefit, but so will indige-
property tax -and to improve collection of sunshine in Irish summers! The decline nous companies. At present, the latter 
procedures can be expected. In this way, in air fares following the introduction of sell only one-eighth of their exports to 
some room may be created for reducing more competition into Aer Lingus routes continental Europe compared with one-
the tax burden on people with modest has made travel to Ireland less expen- half in the case of the Irish-located multi-
incomes and for moderating the wide- sive-the Dublin-London ticket, for ex- nationals. Non-tariff barriers play a role 
spread sense of dissatisfaction with the ample, has fallen to about half its level a in explaining this low degree of penetra-
tax system. The non-indexation of the few years ago. Competition also has led to tion by indigenous firms, albeit only a 
income tax bands in this year's budget, reduction in transport costs within the minor role. The industrial sectors most 
however, means that the tax burden is country. Exports of consultancy services likely to benefit are chemicals, health 
likely to get heavier before it gets lighter. have grown and a financial services cen- care, electronics, engineering products 

Some growth impetus also can be ex- ter is being planned for Dublin (see page and food-processing. 
pected from the industrial sector. Despite 36.) The appearance of a developing fi- Third, as a small trade-oriented econ-
its domestic economic problems, Ireland nancial services sector could be an appro- omy, Ireland will tend to gain dispropor-
still remains an attractive location for priate companion to a strong commit- tionately from the decline in the transac-
foreign investment. The European Man- ment to restore balance in the public tion cost of trade attendant upon the 
agement Forum's 1986 World Competi- finances. removal of frontier controls, simplifica-
tiveness Report ranked Ireland as first Given Ireland's heavy dependence on tion of trade documentation and such. 
among the 24 Organization of Economic dairy products and beef, it is harder to see However, every move toward eco-
Cooperation Development (OECD) coun- opportunities for development in agricul- nomic integration brings threats as well 
tries on terms of welcoming foreign in- ture. Milk output is expected to fall by 2 as promises. Since Ireland has resorted 
vestments and second after the Federal percent in 1987 in response to a substan- far less to non-tariff barriers than other 
Republic of Germany on "the extent to tial cutback in the national quota. Agricul- countries, we expect little extra import 
which a foreign investor can rely on gov- ture prices are likely to remain depressed penetration to occur on the industrial 
ernment pledges for facilities." In a re- as the E.C. tries to reduce its food sur- side. Certain parts of the financial sec-
cent survey of 471 U.S. electronics com- pluses. Indeed, a fortunate combination of tor-notably non-life insurance and the 
parries, the Irish Republic was voted better weather, green pound adjustments building societies-will face severe com-
second most suitable European invest- and lower input prices is expected to petition from larger E.C. enterprises. On 
ment location. The inflow of new projects raise farm incomes by 9 percent in 1987. the other hand-and there always is an-
is, of course, much below the levels Taking a longer view, it is clear that other hand where trade is being liberal-
reached a decade ago, reflecting the de- emphasis must shift from output quantity ized-opportunities for Ireland's fledg-
cline in overseas investment by U.S. to higher quality food output. The devel- ling financial services export industry to 
firms. Ireland's share of U.S. investment opment of policies toward greater eco- develop will have opened up. 
abroad has held up well and major initia- nomic and social cohesion as promised in There also will be some difficulties as a 
tives are being taken to attract new in- the SEA also impinges strongly on Irish result of indirect tax harmonization. Ire-
dustries and joint ventures from the Far farmers. FEOGA grants per farmer in 1984 land's alcohol taxes are one of the highest 
East. The Industrial Development Au- were twice to three times higher for of the E.C., and excise taxes account for 
thority has opened an office in Seoul and Dutch, British and Danish farmers than proportionately more revenue than any 
is extending its facilities in Japan. for Irish farmers. Over the period 1977- other E.C. member state. The provisions 

In addition to foreign investment, con- 85, real prices received by Irish farmers of the SEA, however, give the Irish Gov-
tinuing efforts are being made to encour- fell by 32 percent. This contrasts with an emment ample scope for insisting on its 
age more indigenous activity. Venture- E.C.-9 average decline of 20 percent. concerns being taken into account. More 
capital schemes, tax incentives to small While accepting that further agricultural generally, the clear commitment of Art. 
enterprises and grants for technology ac- reform is needed, the Irish Government 130A that "the Community shall aim at 
quisition are part of a continuing package has made the point that the burden of reducing disparities between the various 
of incentives. Maintaining the competi- adjustment should fall as far as possible regions" and "shall develop actions lead-
tiveness of the economy will be very otl those most able to bear it. ing to the strengthening of economic and 
important if indigenous firms are to ex- The SEA, with its promise of a Europe social cohesion" offers assurance that, 
pand their Irish operations. In recent without physical frontier controls and an Continued on page 47. 
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A UNIQUE DEVELOPMENT OPPORTUNITY 
IN THE HEART OF DUBLIN 

D 

The Custom House Docks Development Authon·ty is a new agency appointed for the 
regeneration of the Custom House Docks Area in Dublin's heartland on 
the north bank of the River Liffey. 

iiiii~~Ll This Area has a fine histon·c ambience dating back to the early nineteenth 
century with two interlinked dock basins and warehouses from the same 
period 
Prospective end-users are invited to participate in the most exciting 
development to take place in Dublin for centuries. A Planning Scheme which 

sets out the manner in which the site should be redeveloped has already been published. 
A unique package of tax incentives apply, and are intended to create an attractive 

financial climate for the large-scale investment required. 
The Government have also authorised the setting up within the Area 
of an International Financial Services Centre and are providingfor 

additional tax incentives to encourage financial service industries 
to locate on the site. This Centre will provide an important 

flagship element in the overall development of the Area. The Custom 
House Docks Development Authority invites proposals from ~~~!!! 

interested end-users. The Authority will provide interested parties with all 
relevant information concerning the development. 

Please contact: The Secretary, Custom House Docks Development Authority, Floor 1, 

Block 7, Irish Life Centre, Lower Abbey Street, Dublin 1, Ireland. 
Telephone: (01) 788699. Fax: (01) 788528. 

u B L N 
THE MOST EXCITING DOCKLAND DEVELOPMENT THIS CENTURY 



DESPITE SOME INITIAL SKEPTICISM, 
TENANTS ARE BEGINNING TO SIGN UP. 
BRENDAN KEENAN 

Dublin's Custom House is one of 
the jewels of Ireland's 18th-cen­
tury architecture. But, as with 

many other ports, the traffic that once 
paid for the splendid building has gone 
elsewhere or been replaced by mecha­
nized cargo handling, leaving acres of 
empty wharves and warehouses. The 
idea of developing old waterfronts is not 

original. New York, Boston and London 
are among many great ports that have 
found new uses for their vast docklands. 
The Irish have decided that the focus of 
Dublin's redeveloped docks should be a 
financial center. 

The plan was greeted with consider­
able skepticism when it was first launched 
by the Irish Prime Minister Charles 
Haughey. At the time, he was in the 
middle of a general election campaign and 



everyone knows about politicians' elec- Dublin's second largest stockbroking finn nity. Jim Farrel, chief executive of 
tion programs. And Ireland, although it in just five years. He also used the experi- Citicorp's Dublin subsidiary, disagrees. 
has a significant amount of multinational ence gained in the dealing rooms to de- "The true rate the banks pay after vari-
companies manufacturing in the country, velop an internationally successful rang of ous tax breaks is probably nearer to 10 
has no track record as a financial center. computer "courseware" to train budding percent anyway," he says, arguing that 

The election was only nine months ago. dealers. any loss of revenue will be more than 
Haughey took office with a minority Gov- Irish financial institutions are already compensated by the increase in business 
emment, but has moved with such speed showing keen interest in the site. The generated by the center. 
on the Custom House scheme that even two biggest banks, Allied Irish and Bank Everyone agrees that what is really 
the skeptics are now beginning to think of Ireland, both have plans to move some needed for success is a mixture of foreign 
the thing might work. Tenders for the of their foreign operations to the center. and Irish companies in the site. Ireland's 
$300-million development contracts are But therein lies one of the potential snags Industrial Development Authority is pay-
about to be awarded. That was the easy in the plan. ing particular attention to Japan and Hong 
part, with eight consortia, including a There is no doubt that what is fueling Kong. The feeling is that the arrival of a 
Boston-based company, competing for the Custom House scheme is the gener- leading bank or security house from the 
the contract and the income- and prop- ous tax incentives being offered to finns Far East would set the seal of success on 
erty-tax reliefs that they will enjoy on the that establish there-especially the 10- the scheme. Industry Minister Albert 
rent from the buildings. percent corporate tax rate. "It was quite Reynolds plans a tour of the region to 

But the tenants are beginning to show a coup getting the E. C. to approve the 10- drum up support. He sees Hong Kong as 
up as well. The scheme got its biggest percent rate," says Paddy McEvoy, chief an especially promising area because of 
boost so far when a major European bank, executive of Kredietbank' s Irish subsid- the political uncertainty of its future. 
the Belgian Kredietbank, applied for a iary. The E.C. Commission's approval had Behind all the plans is the need to 
license to operate out of the center. The to be sought because E.C. policy is to create more jobs in · a country _where 
world's biggest bank, U.S. Citicorp, will move toward single tax rates in the E.C., 250,000 people, almost 20 percent of the 
also be involved indirectly, as a share- but exceptions are made to encourage work force, are unemployed, despite emi-
holder in the Gandon Group, a company development in the less prosperous re- gration of 30,000 a year. The ultimate 
specially formed to trade in the center. gions, like Ireland. target of 7,000 jobs in the Custom House 
There are hopes that Citicorp might also The normal rate of corporate tax on site may seem tiny in comparison, but the 
set up shop in its own right. financial institutions in Ireland is 50 per- boost to national confidence if it succeeds 

Dermot Desmone is the man most of- cent. The fear is that Irish firms moving would be incalculable. E 
ten credited with devising the idea of the operations to the Custom House will sim-
center and persuading Haughey to take it ply be reducing their tax rate with no Brendan Keenan is financial editor of the Irish 
up. He built his National City Brokers into corresponding advantage to the commu- Independent. 

Karl t.fellon 

Who to ask about hnports . rom Ireland. 
Established by the Government of Ireland to promotE~ and develop exports 





T he history and development of 
European town squares, market­
places and piazzas from antiquity 

to the present are traced in an exhibition 
entitled "Townscapes of Europe" exhi­
bition that opens November 5 at the 
American Institute of Architects head­
quarters in Washington, D.C. 

Each of the 12 countries that make up 
the European Community are repre­
sented in the work of more than a dozen 
photographers. Exhibit panels featuring 
visuals and text give glimpses of the town 
square in the Greek, Roman and Medi­
eval traditions; in the Gothic, Renais­
sance and Baroque periods; in Neo-CJassi­
cal and 19th-century planning; and in 
20th-century urban design. The cultural, 
social and political importance of the town 
square is portrayed by a series of selected 
architectural subjects-some familiar 
sites, such as the Champs-Eiysees in 
Paris, and lesser known centers of com­
munity life, such as the local marketplace 
or piazza. 

"Townscapes of ~" began its in­
ternational tour at the Georges Pompidou 

Center in Paris. The exhibition was initi­
ated by the center and produced in co­
operation with the E.C. and the Italian 
Touring Club of Milan. The exhibition is 
concurrently showing in locations around 
the world: Australia, New Zealand, Tur­
key, South America and the United 
States. The exhibition's first showing in 
the United States-last March at Chica­
go's Richard Daley Civic Center-at­
tracted over 13,000 people. 

Throughout history, cathedrills and 
city halls have been integral to the design 
of many town squares, serving as focal 
points for religion and politics. For exam­
ple, the Platia Sintagma (Constitution 
Square) in Greece is the venue for most 
major political rallies in At:hedl Platia 
Sintagma encloses a large public garden 
and slopes gently downhill from the esp)a· 
nade of the former royal palace, which is 
now the national parliament. 

Town squares have seen the burning of 
heretics and have echoed to the sound of 
gunfire. People flock to the square to 
celebrate victories, mourn heroes or 
start revolutions. During the French 



LIFESTYLE/EUROSPEAK 

SPEAKING 
EUROPEAN 
A POCKET GUIDE TO EURO-NEOLOGISMS.* 

STEPHEN BROOKES 
"'neologism 1: a word, usage or expression 
that is often disapproved because of its newness or 
barbarousness. 2: a meaningless word coined by a 
psychotic. 

I n the early days of European integra­
tion, when the world was young and 
guaranteed food surpluses were only 

a dream, commentators on the European 
scene found themselves stymied by the 
lack of an adequate vocabulary to de­
scribe the vast social transformation that 
was getting underway. Treaties had been 
signed and something was happening, but 
no one could say exactly what, for in 
drawing up the Community's blueprint 
the Founding Fathers had neglected to 
include a dictionary. 

Historians concur that disaster was 
averted by the quick thinking of European 
writers (and their subspecies, journalists) 
who undertook to forge a new language 
that could grasp the subtleties and plumb 
the depths of the new European Commu­
nity. They met the challenge with their 
customary elan. The beauty of the solu­
tion was, of course, in its simplicity: 
merely by adding the prefix "Euro-" to 
any word, that word could be invested 
with a new meaning. Worlds of opportu­
nity opened to headline writers. 

The rest, of course, is history. Euro­
pessimism continues to vie with Euro­
optimism for supremacy, Euro-missiles 
are bandied about like popcorn and Euro­
crats speak Euro-jargon to this day. What 
follows are a few recent examples of this 
linguistic enrichment, culled from the 
pages of prominent European and Ameri­
can newspapers and magazines. We've 
supplied our own definitions. 

• Euro-babble: The clear, concise and 
eminently sensible language that the E. C. 
bureaucracy uses to talk to itself. Comes 
in nine official dialects. "In the European 
Parliament, Euro-babble can turn to 
Euro-Babel." The Economist, July 18, 
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1987. 
• Euro-blood: The stuff that flows in 
Euro-veins. "As far as the creation of a 
real common market is concerned, it re­
mains to be seen whether the signing and 
eventual ratification of the SEA will prove 
to be an irreversible conclusion of the 
period of stagnation that has character­
ized the Community since 1966, or just a 
temporary rush of 11Euro-blood" to the 
head." 1987 booklet put out by the Bel­
gian Chamber of Commerce. 
• Euro-con: Any event staged more for 
its public relations value than any actual 
usefulness. "Time to scrap the Euro­
con." Headline to article by Simon Jen­
kins on the Community summit meeting 
in Brussels last June. London Sunday 
Times, July 5, 1987. 
• Euro-crats: The anonymous hewers­
of-wood and carriers-of-water who toil in 
the Community's bureaucracy. "All Brus­
sels' Euro-crats speak French or Eng­
lish, although this is not a formal require­
ment." The Economist, July 18, 1987. 
• Euro-enthusiasm: New phenomenon 

starting to supplant the popular Euro­
apathy of recent years. "A passionate 
display of Euro-enthusiasm upstaged 
the predictable and largely nationalistic 
bickering of E.C. Heads of State as the 
European summit got underway in Brus­
sels yesterday. Hordes of Euro-fanatics 
descended on the Charlemagne building 
just after lunchtime making their pres­
ence felt with placards calling for a 
'United States of Europe' and throwing 
water 'bombs' constructed from balloons 
commemorating the 30th anniversary of 
the Treaty of Rome. The leader of the 
Italian radical party, Mr. Marco Panella­
a member of the European Parliament 
and a super Euro-enthusiast-at­
tempted to throw himself in front of a car, 
but happily missed." Tim Dickson in the 
Financial Times, June 30, 1987. 
• Euro-fun: What one has at Euro-par­
ties. Usually restricted to the Euro­
glitterati. "Euro-fun beats Euro-blah 
blues." Headline to article on an E.C. 
cultural convention by Jill Tweedie in The 
Guardian, April 7, 1987. 
• Euro-fog: A variation on the Euro­
babble theme. Coined by Lord O'Hagan, 
Member of the European Parliament, in a 
memo to the Commission April1, 1987: 
"Subject: Euro-fog. The Commission 
will be aware that its pronouncements 
are increasingly wrapped up in a fog of 
jargon, technocratic verbal juggling, syn­
tactical contortion and linguistic miscege­
nation. Is the Commission trying deliber­
ately to invent a new language to equip it 
for its role as the thirteenth Member 
State?" 
• Euro-husbands: A mate chosen more 
for his European nationality than any per-



sonal attractiveness, usually for the pur­
pose of obtaining E.C. citizenship. "Most 
countries have recently tightened up 
their laws to curb marriages of conve­
nience. That practice became common in 
Ireland, where Moroccan girls took to 
acquiring ten-minute Euro-husbands 
for a few pounds." The Economist, July 
11, 1987. 
• Euro-hand: Those who wear the scars 
of battle in the European bureaucracy. 
"'How much do you reckon the confer­
ence cost,' I asked an old Euro­
hand."Jill Tweedie in The Guardian, 
April 7, 1987. 
• Euro-harvest: The bloated costs, bal­
looning food surpluses and other unwel­
come fruits of Europe's Common Agricul­
tural Policy. "A bitter Euro-harvest." 
Headline to story on farm policy in The 
Sunday Tribune, June 28, 1987. 
• Euro-jargon: A linguistic wall against 
communication, erected brick-by-brick 
by a dedicated bureaucracy. "The Euro­
pean Commission has added a new word 
to Euro-jargon to describe its latest 
scheme for remedying regi0nal imbal­
ances: it calls this 'cohesion'." The Econ­
omist, June 27, 1987. 
• Euro-lobbyists: Usually found haunt­
ing the halls of European institutions in 
search of Euro-power-figures. "This is 
one of the big hunting grounds for Euro­
lobbyists, a fast -growing breed that, ac­
cording to some of its members in recent 
years, has become only second to its 
Washington counterpart in sophistication 
and effectiveness." William Dawkins in 
the Financial Times, May 8, 1987. 
• Euro-look: The 1980s version of the 
Europeanist ideal. "For dedicated follow­
ers of French political fashion, one of this 
year's most intriguing trends is the sud­
den return of the 'Euro-look'. Europe is 
back in style with a vengeance. On televi­
sion, government-sponsored commer­
cials extol the virtues of France's mem­
bership of the Community, while political 
leaders of widely differing persuasions 
are united in urging the country to look 
beyond national frontiers to wider Euro­
pean horizons." Guy de Jonquieres in the 
Financial Times, July 17, 1987. 
• Euro-malaise: Euro-version of the 
widespread queasiness that afflicted the 
United States under Jimmy Carter. (Un­
related to the saying, 'When America 
sneezes, Europe catches cold.') "Time to 
tackle the Euro-malaise." Headline to 
article on economic stimulation in Eu­
rope. Samuel Brittan in the Financial 
Times, June 22, 1987. 
• Euro-market, Euro-dollars, Euro­
bonds, Euro-yen, Euro-issues, Euro­
commercial-paper market, Euro-me­
dium-term note, etc: Esoteric financial 

terms frequently encountered in the Brit­
ish business magazine Euron1oney. 
Largely irrelevant to this lexicographer, 
for whom "solvency" is just a theoretical 
concept. 
• Euro-mergers: Industrial consolida­
tion among European corporations: the 
trendy new response to competition from 
the United States and Japan. "British Air 
move could fuel Euro-mergers." Head­
line to story by Alexander MacLeod in 
The Christian Science Monitor, July 28, 
1987. 
• Euro-network: The expanding web of 
communication and business links in the 
European Village. "A Euro-networkfor 
nurturing enterprise." Headline for story 

guages, rendering them the more easily 
understood for the absence of baffling 
phrases like, presumably, 'Up yours, 
Charlie.' 'We're into Euro-speak now,' 
said a spectator. In boxes along the side of 
the room four female, simultaneous 
translators acted out all our dreams as 
they battled through a jungle of words­
determinism, social approbation, allow­
ance pursuing activities. 'That's Euro­
blah,' explained one, mopping her brow. 
'The same in all languages. Meaning­
less'." Jill Tweedie in The Guardian, 
April 7, 1987. 
• Euro-tat: ('Euro-tack' in American). 
The creeping homogenization of national 
cultures under the European influence. 

EURO-PESSIMISM CONTINUES TO VIE 
WITH EURO-OP-fiMISM FOR SUPREMACY, 
EURO-MISSILES ARE BANDIED ABOUT LIKE 

POPCORN, Af\ID EURO-CRATS SPEAK 
EURO-JARGON. 

on business and innovation centers by I 
Charles Batchelor in the Financial 
Times, June 23, 1987. 
• Euro-party: Where you go for Euro­
fun. This year's excuse was the 30th 
anniversary of the signing of the Treaty 
of Rome, the Community's founding char­
ter. "On the whole, the Euro-fair (in­
cluding, appropriately enough, hot air bal­
loons) is likely to be more fun. The events 
amount to a gigantic three day Euro­
party, and are Belgium's final contribu­
tion to the anniversary before it hands 
over the baton (in the form of the rotating 
E.E.C. presidency) to the far less Euro­
minded Danes." Richard Owen, The 
Times, June 29, 1987. 
• Euro-rules: The things that keep Eu­
rope from falling apart. "With all this 
diversity, it is hardly surprising that no 
standard Euro-rules cover the ]ongest 
leave of all: time off work for having 
babies." The Economist, August 22, 
1987. 
• Euro-sclerosis: Hardening of the eco­
nomic arteries brought on by excessive 
indulgence in welfare-state politics. 
Coined several years ago by Herbert 
Giersch of the World Economic Institute. 
"Still growing by leaps and bounds, the 
black-market economy was cited as an­
other and powerful indication of Euro­
sclerosis." H. Peter Dreyer in the jour­
nal of Commerce, February 4, 1985. 
• Euro-speak, Euro-blah: The lan­
guage of the future. "Someone proposed 
that a kind of idiomactectomy should be 
performed on major [European] Ian-

"Euro-tat is that corporate third­
rateness ... that permeates all our lives. 
Euro-tat is the conference center, the 
shopping mall, the leisure complex, the 
hypermarket, the airport, as designed by 
cost -conscious drawing-board hacks with 
the architectural sensitivity of a cowboy 
builder of breezeblock privvies in a lorry 
park. Euro-tat is our lasting legacy from 
Europe, bequeathed to us by worried­
looking men in dark suits with name 
badges on their lapels and executive 
briefcases stuffed with computer print­
outs, who shuttle backwards and for­
wards from one look-alike airport hotel 
conference suite to another." Keith 
Waterhouse in The Daily Mail, July 7, 
1987. 
• Euro-tussle: The perennial intra-E.C. 
tug-of-war over money. "This Autumn's 
Euro-tussle." Headline to story on set­
tling differences on the Community bud­
get. The Economist, August 29, 1987. 
• Euro-waflle: The old diplomatic soft­
shoe. "There was the usual talk about 
"unprecedented progress" toward 
"tough new disciplines" and the usual 
fudging of nasty decisions at a time when 
the Community is effectively bankrupt. 
But stripped of Euro-waflle, the other 
11 countries wanted Britain to agree that 
existing, outrageous farm support levels 
should be regarded as a new "floor" and 
that more taxes should be imposed on the 
people of Europe to pay for the resulting 
cost.'' Simon Jenkins in The Sunday 
Times, July 5, 1987. E 
Stephen Brookes is associate editor of Europe. 
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INDUSTRY 

E.C. PLANS 
AIRLINE SAFETY 
SYMPOSIUM 

The E.C. Commission \vill hold 
a special symposium on Novem­
ber 26 and 27 to discuss air 
safety in Europe. The sympo­
sium will be divided into three 
panels, covering the prevention 
of accidents, protection of acci­
dent victims, and investigation 
of accidents. 

"Since the beginning of this 
decade, approximately 7,000 
people have been killed in civil 
aviation accidents," Commis­
sioner Stanley Clinton Davis 
toid the European Parliament 
recently, when announcing the 
symposium. "To contemplate 
this simple, harrowing fact is to 
realize once again that in the 
development of transport pol­
icy, it is the safety of the travel­
ing public which is the highest 
law. We must not permit any 
dilution of the culture of safety 
which happily characterizes the 
civil aviation industry, at least in 
Europe." 

The first panel of the sympo­
sium will review the training 
and licensing of personnel in 
civil aviation, aircraft 
maintainence and the air traffic 
control system that has to han­
dle an ever-increasing number 
of flights while maintaining a 
safety net around each individ­
ual aircraft. 

The second panel will be de­
voted to airports. A greater 
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proportion of accidents take 
place at or near airports and the 
issue of better landing aids and 
the response to aborted take-off 
incidents or emergency evacua­
tion of airports will be re­
viewed. 

The third panel, on accident 
investigation, will examine the 
suitability of the present system 
and the existing safety report­
ing systems. 

"Community policy must not 
develop in a way which pro­
vokes a confusing duplication of 
responsibilities among all au­
thorities concerned," said Clin­
ton Davis. "It is important that 
we identify what is best done by 
the Community and then do it 
well. I am sure that the Com­
munity's strengths lie primarily 
in the field of coordination, 
shared research and advice." 

E.C. LOOKS FOR 
STEEL CUTS 

European Community Industry 
Ministers agreed in late Sep­
tember that surplus capacity in 
Europe's steel industry had to 
be slashed, according to diplo­
mats, but put off the painful 
decisions on how and where to 
make the cuts. Steel companies 
and labor unions have applied 
enormous political pressure to 
escape the next round of plant 
closures and redundancies, and 
to keep the current system of 
production quotas which guar­
antees them a share of the 
dwindling market. 

Diplomats said those pres-

sures were reflected in the 
lukewarm reaction to a plan by 
the European Commission to 
cut production by 30 million 
tons over the next three years 
at a cost of up to 80,000 jobs. 
"There was a broad consensus 
around the table that a healthy 
steel industry should be created 
at least by 1992 and that a 
quota system must help 
restructuring," one diplomat 
said. 

But Kenneth Clarke, Brit­
ain' s Trade and Industry Minis­
ter, told reporters that the Min­
isters would refer the crucial 
problem of where the axe 
should fall to a special commis­
sion of 'Three Wise Men.' 
"Their role will be to advise on 
how and where adequate com­
mitments might be obtained to 
achieve reductions," he said. 

Diplomats said most Minis­
ters agreed that money will 
have to be found to persuade 
companies to make cuts, to 
compensate redundant workers 
and to stimulate investment in 
regions already blighted by in­
dustrial decline. "But there are 
broad differences on where the 
money should come from," one 
diplomat added. 

They also accepted that the 
price of maintaining some pro­
duction quotas, which are due 
to expire at the end of this year, 
is progress on restructuring the 
industry to face up to compe­
tition from low-cost producers 
in the Third World. "We agreed 
that there will be no quotas 
without restructuring," Clarke 
said. 

E.C. Commission member 
Karl-Heinz N arjes, who is re­
sponsible for industry, wants 
firm commitments from the in­
dustry by November 30 that 
cuts will be made before agree­
ing to extend a limited number 
of the quotas. He also wants 
firms to pay for part of their 
allocations in order to build up a 
fund of $700 million to compen­
sate victims of the cuts. The 
firms themselves, which failed 
earlier this year to agree a vol­
untary program of cuts, say 
they are still too weak to face 
up to international compe­
tition-especially since the 
weak dollar has made U.S. ex­
ports cheaper again. -Reuters 

COMMISSION 
INVESTIGATES 
SHIPPING 
A CCORD 

The Commission said in late 
September that it was opening 
an investigation into a freight 
rate agreement among shipping 
lines on the North Atlantic. The 
accord is between one of the 
rate-setting groups, or confer­
ences, of shipping lines cover­
ing the transatlantic trade and 
two independent shipping lines. 

The investigation is the first 
under new E.C. laws which this 
July extended fair cmp.petition 
rules to cover shipping, an E.C. 
spokesman said. He declined to 
give details, but said the Com­
mission was acting on a com­
plaint by the British Shippers 
Council, a group of importers 



and exporters. 
In its complaint, the Council 

said the North Europe-U.S. At­
lantic Conference (NEAC) and 
two independent lines, Polish 
Ocean Lines and Evergreen 
Lines of Taiwan, control 90 per­
cent of the traffic between 
Northern Europe and the 
United States. NEAC includes 
the U.S. shipping line Sealand 
Transfreight Lines, Dart Lines, 
a unit of Hong Kong's C. V. 
Tung Group, West Germany's 
Hapag-Lloyd and Atlantic Car­
rier Lines, a consortium of six 
European shipping companies. 
The Council alleged that the 
pact had forced smaller com pet­
itors from the market and 
pushed freight rates higher. 

If the Commission's investi­
gation comes down on the side 
of the Council, the E.C. could 
declare the agreement void and 
fine the companies involved, al­
though diplomats in Brussels 
said this could lead to conflict 
over jurisdiction with the 
United States. -Reuters 

GERMANY 
OPENS PHONE 
MARKETS 

The German post office, the 
Bundespost, announced in late 
September that it had agreed to 
open up transatlantic telephone 
links between Germany and the 
United States to more U.S. 
companies. A Bundespost state­
ment said that the move took 
account of a rise in competition 
in the United States after de­
regulation of the telecommuni­
cations market there. This has 
meant that, besides the tradi­
tional international carrier, 
American Telegraph and Tele­
phone Company, other compa­
nies sought international links. 

The Bundespost said that 
new links would be opened for 
an initial period of six months 
from the start of 1988, and that 

agreements had been reached 
with MCI International and U.S. 
Sprint. 

U.S. Sprint had agreed to set 
up an international "gateway" 
which would transmit traffic for 
smaller companies along with 
Sprint's own traffic. At first, 
transmission would only be pos­
sible from the United States to 
Germany, but two-way trans­
mission was envisaged after six 
months. -Reuters 

standards we set ourselves. 
• A much stricter system of 
type approval for pesticides 
must be introduced and a cam­
paign launched to ensure that 
pesticides and fertilizers are 
used in the minimum quantities 
compatible with good agricul­
tural yields. 
• The problems posed by inten­
sive farming must be tackled by 
requiring a full environmental 
impact assessment before such 
units can be set up, and by 
ensuring in particular that they 
\ mclude adequate waste storage 
and treatment facilities and 
plans for using wastes in a non­
polluting fashion. 

ENVIRONMENT 

WATER 
POLLUTION 
FROM FARMING 
A GROWING 
PROBLEM, SAYS 
COMMISSION 

their associated metallic im­
purities are also a growing 
source of concern and could in 
time prove to be an even more 
serious problem than nitrates. 
And another source of trouble, 
which complicates the problem 
of chemical pollution, is the 
waste produced from intensive 
farming. This can be highly pol­
luting-cattle slurry and 
sileage effluent are, for exam­
ple, up to 200 times more pol­
luting than sewage, and the 
quantities produced are vastly 
in excess of the absorptive ca­
pacity of the very limited land 
areas required for this type of 
farming. "The consequence," 
said Clinton Davis, "is a major 
local problem of waste disposal 
which, if it is inadequately· E.C. TO FIGHT 
solved, can lead to very sharp · SEA POLLUTION 

Europe's waterways are be­
coming increasingly polluted, 
but not just by factories, accord­
ing to the E.C. Commission. 
New evidence points to grow-

."'" 

local peaks in the levels of ni­
trates, phosphates and metallic 
and other impurities which are 
deposited on the land and ulti­
mately washed into the water 
table. 

Concern is growing in Europe over water pollution from farming. 
Above: tending the rice crop 

ing pollution from chemicals 
used in farming, especially ni­
trates and phosphates, as well 
as from the waste that intensive 
farming produces. 

Commissioner Stanley Clin­
ton Davis told a recent confer­
ence on the subject that very 
high nitrate levels are being 
found in the Net:llerlands, while 
the level has doubled in the area 
around Paris in the past two 
decades. "And in Belgium," he 
warned, "nearly all non-wood­
land watercourses are reported 
to be suffering from eutrophica­
tion." 

Rising phosphate levels and 

The scale of these problems 
is growing rapidly, according to 
the Commission, and the Com­
munity is still in the process of 
putting together its policy re­
sponse. The main lines of that 
response are clear, however: 
• Clear standards for the con­
tent of nitrates and other im­
purities in water must be set 
and enforced. Without them, 
Clinton Davis remarked, "We 
cannot be sure of the target at 
which we are aiming and, as 
pollution rises-and special in­
terests oppose the costs of lim­
iting it-we could expect to see 
a steady ratcheting down of the 

The · European Commission has 
established a Community task 
force to deal with major pollu­
tion incidents at sea, such as 
shipwrecks and collisions. The 
task force comprises several 
dozen specialists in member 
states. Their services can be 
requested within minutes of an 
incident report, so that if neces­
sary they can travel immedi­
ately to the scene of the emer­
gency to give advice. 

Announcing the new task 
force in the European Parlia­
ment, E.C. Commissioner Stan­
ley Clinton Davis, who is re­
sponsible for environment 
policy, emphasized the impor­
tance of immediate action in the 
event of an accident at sea to 
minimize the extent of pollu­
tion. "The establishment of this 
task force will give the Commu­
nity the capacity to react at 
once," he said. 'We will be able 
to call on the special expertise 
needed, whether on the recov­
ery of spilled oil, use of disper­
sants, cleaning of the shoreline, 
remote sensing from the air or 
dealing with chemical pollu­
tion." 

Plans to establish the task 
force were announced by Clin­
ton Davis in the European Par­
liament in December 1986, and 
strongly supported by the Bel­
gian Government in the wake of 
the Herald of Free Enterprise 
tragedy. It will provide a vital 
element in the Community's re-
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sources for fighting pollution at 
sea and is a logical extension of 
the Community information 
system for controlling oil and 
chemical pollution. 

Most of those in the task 
force are government experts, 
although private consultants 
may also be used. Emergency 
travel costs can be met from 
the Community budget and spe­
cial arrangements have been 
made to ensure that travel tick­
ets can be provided without de­
lay. The services of the task 
force may also be called upon by 
developing countries faced with 
maritime pollution emergen­
cies. 

The task force has been 
formed on the basis of experi­
ence from several recent disas­
ters. In 1985 a collision and fire 
involving the Patmos threat­
ened severe pollution in the 
Straits of Messina; a Dutch ex­
pert was called to advise on 
minimizing the oil spillage. In 
late November 1986 the iron 
ore carrier Kowloon Bridge 
foundered in Bantry Bay off the 
Irish coast. Experts were found 
through the Community system 
to help deal with the conse­
quences and the Commission fi­
nanced an operation to extract 
300 tons of oil and toxic paints 
from the wrecked vessel to 
make it inert. They also advised 
on the unloading of crude oil 
from the Capo Emma, an oil 
tanker which caught fire in Irish 
waters at the same time. The 
most recent operation of the 
Community information ex­
change system was after the 
Herald of Free Enterprise trag­
edy, because certain dangerous 
chemicals were on the ship. 

AGRICULTURE 

DUTCH 
PRODUCERS SAY 
MILK LAKE 
DRYING OUT 

The European Community 
"milk lake" is on the verge of 
drying out, according to the 
Dutch Dairy Federation. The 
combination of tough produc­
tion taxes and quotas to cut 
milk output and take some of 
the strain off the overstretched 
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Community budget have been 
too successful, Federation 
Chairman Cornelius Francken 
said late in September. 

The Federation estimates 
that the E.C.'s dairy export po­
tential next year will be more 
than 13 million tons, but says 
that production available for ex­
port will only be around nine 
million tons because of produc­
tion curbs. "The European 
Community is imposing new 
measures to cut milk output at 
the same time as export de­
mand is rising," Francken said. 

The shortage would be 
mainly in skimmed milk and be 
most noticeable during the au­
tumn and winter next year, 
Francken said. "There has 
been overkill in milk. The Com­
mission should relax some of 
the measures and make sure 
they take closer account of 
world market potential. It is 
foolish for us to lose export 
opportunities just when they 
are beginning to develop," he 
said. Francken added that the 
Netherlands, which exports 
more than 28 percent of its 
dairy production compared with 
a Community average of 12 
percent, was being penalized by 
output curbs. -Reuters 

FOREIGN 
AFFAIRS 

E.C. NOTES 
CONCERN ON 
ISRAELI 
SETTLEMENTS 

Foreign Ministers of the E.C.'s 
12 member states issued a 
statement in late September 
noting their "serious concern" 
over the continuing Israeli pol-

icy of establishing new settle­
ments in the occupied territo­
ries, most recently at the Avnei 
Hefetz site on the West Bank. 

The Ministers reiterated 
their "strong conviction that 
progress towards a just, com­
prehensive and lasting peace in 
the region depends on the cre­
ation of a climate of confidence 
between the parties to the con­
flict. The Twelve believe that 
the opening of new settlements 
as well as the disturbing in­
crease of the number of settlers 
in existing settlements pose a 
serious risk of jeopardizing the 
prospects of peace," they said. 

The Ministers also noted 
that they consider every new 
and existing settlement to be in 
violation of international law, 
and called upon the Israeli Gov­
ernment to put an end to the 
illegal policy of settlements in 
the occupied territories. 

NORWAY 
URGED TO 
RECONSIDER E.C. 
MEMBERSHIP 

Norwegian Foreign Minister 
Thorvald Stoltenberg said in 
late September that it was time 
for Norway to reconsider join­
ing the European Community, 
almost exactly 15 years after a 
divisive national referendum 
narrowly rejected membership. 
Stoltenberg's comments to a 
private seminar in Oslo were 
the latest of recent signs that 
Norway, which enjoys one of 
the highest standards of living 
in the world, is gingerly moving 
toward closer links with Eu­
rope-a taboo subject since 
1972. 

"A long time has passed 
since the referendum," said 
Stoltenberg. "We are ready to 
have a new debate on Europe in 
Norway. We want to take an 
active part in Europe's work, 
but we don't want to divide our 
own nation." 

His cautious approach was 
typical in a country still deeply 
scarred by the referendum on 
September 25, 1972. Norway, 
now Western Europe's second­
biggest oil producer after Brit­
ain, was at the time just begin­
ning to reap the wealth from 

North Sea oil. Left-wing radi­
cals joined powerful lobbies of 
farmers and fishermen to argue 
against entering the E.C., while 
the Conservative Par~y was 
strongly in favor. The clash was 
essentially between the old 
ways of isolated, rural Norway 
and the new affluence and inter­
national links brought by oil. 
"The new generation does not 
have the same limiting histori­
cal experiences," Stoltenberg 
said. "European cooperation 
has entered a new and active 
phase." 

Although politicians are still 
cautious about public debate on 
the issue, government officials 
say privately that the prospect 
of a free internal E.C. market, 
planned to come into force by 
1992, could force Norway to 
join the Community. Two-thirds 
of Norway's exports find their 
way to the 320 million consum­
ers in the E.C.'s 12 member 
states, and the country is al­
ready faced with a large foreign 
trade deficit, high industrial 
costs and an annual inflation 
rate of almost eight percent­
far higher than that of most of 
Norway's trading partners. 

One Oslo-based diplomat 
said, "The question is, can Nor­
way afford to be left out when 
the internal market comes into 
force? They can't expect to 
reap any of the benefits if they 
don't join the club." -Reuters 

COMMISSION 
PROPOSES DEBT~ 
AID PROGRAM 

The E.C. Commission has pro­
posed to the Council of Minis­
ters that the Community imple­
ment a special 100 million ECU 
(about $110 million) program to 
aid highly-indebted low-income 
countries in sub-Saharan Africa. 
This program, which is in the 
form of quick-disbursing aid, is 
to be in addition to financing 
available under the third Lome 
Convention and is to be used to 
finance sectoral and general im­
port programs. It would reduce 
the burden of debt servicing 
borne by those countries and 
stimulate their productive ca­
pacities. 

Debt problems received par-



ticularly close attention at the 
Venice Summit last June. Ac­
cording to an analysis made by 
the Commission in a communi­
cation forwarded to the Council, 
the Heads of State and Govern­
ment of the Twelve recognized 
that the problems of the highly­
indebted low-income coun­
tries-in particular those in 
sub-Saharan Mrica-needed to 
be treated as a special case, and 
that a positions should be 
agreed before the end of the 
year on the various proposals 
put forward. 

The Commission considers 
that the immediate and tempo­
rary purpose should be to 
counter the shortage of foreign 
currency caused by the exces­
sive debt burden, the fall in ex­
port earnings from commod­
ities and the inadequacy of 
external financial flows, all of 
which has led these countries to 
cut back their .imports to levels 
incompatible with the minimum 
consumption requirements of 
households and industry, and in­
vestment in and maintainence 
of basic infrastructure. 

To counteract these difficul­
ties, the Commission is plan­
ning a number of operations 
which will complement normal 
operations providing long-term 
development aid and which 
must be tailored to the specific 
objective in question-hence 
the importance of quick -dis­
bursing aid, especially sectoral 
import programs. 

SCIENCE AND 
TECHNOLOGY 

COMMI·SSION 
APPROVES NEW 
BRITE PROJECTS 

The E.C. Commission has 
just approved 112 new projects 
for the BRITE program (Basic 
Research in Industrial Technol­
ogy), selected out of 4 71 re­
search proposals submitted. 
Out of those, 46 projects will 
receive Community funding up 
to a total of 45 million ECU 
(about $50 million) as soon as 
the contract has been finalized. 
The remaining 66 projects may 
receive up to 60 million ECU as 
soon as the Twelve have for­
mally approved the revision of 

BRITE proposed by the Euro­
pean Commission. 

Launched in 1985 as a four­
year program to increase the 
use of advanced technologies in 
the traditional sectors of indus­
try, BRITE "has already brought 
about a climate of cooperation 
in industrial technology and has 
contributed to establishing the 
basis for a new competitiveness 
for European companies," ac­
cording to the Commission. Re­
search conducted under the 
BRITE program is designed to be 
"precompetitive" in nature, 
with commercial product devel­
opment being left entirely to 
industry. BRITE projects cover a 
wide range of industrial sectors 
and technical disciplines, often 
making surprising use of tech­
niques developed in one area to 
make new applications in an­
other, and a few key technologi­
cal fields (including laser tech­
nology, membrane science, 
catalysis and particle technol­
ogy, new material joining tech­
niques, etc.) have been made 
priorities. 

The 112 projects chosen will . 
involve 573 participating orga­
nizations, of which 60 percent 
are industrial firms, 25 percent 
are research institutes and 15 
percent are universities. 
Among the projects: 
• A Dutch chemical manufac­
turer has teamed up with laser 
specialists in the United King­
dom to develop new optical re­
cording materials based on 
polymers. Unlike existing pho­
tographic films, these new ma­
terials will not need chemical 
processing, and will have the 
advantage of erasability. 
• Research institutes in seven 
E.C. member states will be 
developing a self-stratifying 
paint which will allow primer 
and topcoat layers to be applied 
in a single coat. 
• Irish, Belgian, Italian and 

Dutch partners will be develop­
ing a prototype unmanned knit­
ting plant (including the devel­
opment of special yams, new 
systems for yam feeding, the 
automatic removal of knitted 
pieces, and fault correction). 
The consortium includes a yam 
spinner, a machine builder, knit­
ting companies, a knitting in­
dustry association and specialist 
research institutes. 
• One project is designed to 
extend the use of computer 
aided design and manufacturing 
techniques in shipbuilding, es­
pecially for engine room design, 
piping arrangement and cabin 
layout. 
• Polymer science and blood 
biochemistry will join together 
in the development of an artifi­
cial blood vessel for cardiovas­
cular implants. For the first 
time, an attempt will be made 
to colonize a synthetic polymer 
with human endothelial cells. 
• Partners in four member 
states will. be working on a pic­
ture-processing system which 
will recogniz.e and classify de­
fects (in pattern, structure, 
sheen and color) in close and 
loosely-woven fabrics without 
coming into contact with the 
material 

E.C. FUINDS 
GEOTHERMAL 
PROJECT 

France and Germany signed an 
agreement recently aimed at 
setting up an unusual geother­
mal research project at Soultz 
in Alsace, to be co-financed by 
the E.C. Commission as part of 
its non-nuclear energy pro­
gram. 

The project is interesting be­
cause of the conditions at 
Soultz, where temperatures 
may exceed 50° c at a depth of 
500 meters (as compared with 

Above: tapping geothermal 
energy in France. 

20° c in a thermally normal re­
gion), and 110° cat a depth of 
1,000 meters. Recent studies 
have shown, however, that it is 
not possible to exploit this en­
ergy potential by conventional 
methods, which use the water 
contained in underground 
aquifiers. At Soultz, the 
aquifiers are too near the sur­
face and there is little hope of 
achieving the temperatures re­
quired for economic exploita­
tion (between 150° c and 200° 
c) except in the granite substra­
tum 2,000 meters down. 

However, it may be possible 
to exploit the reservoir by ap­
plying the "hot dry rocks" prin­
ciple. This entails extracting 
the underground heat by set­
ting up an artificial water cir­
culation system whereby cold 
water is injected into a 
borehole, the water then per­
meates the mass of rock 
through a network of fractures 
created from small natural frac­
tures and then, at a much 
higher temperature, the water 
returns to the surface via a sec­
ond borehole. 

The purpose of the new 
Franco-German project is to de­
termine whether it would be 
possible to apply this principle 
to the Soultz reservoir. The site 
is equidistant from the central 
laboratories of the French and 
German teams of scientists and 
has the advantage that, around 
the site selected for the 
boreholes, there are already 
several abandoned oil drillings 
which could take the seismic 
sensors which are used to moni­
tor the progress of the water 
injected. 

The energy project is being 
financed jointly by the Commis­
sion and the other parties in­
volved. E 
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which refunds for exports of pasta prod­
ucts to the United States were reduced to 
27.5 percent. The United States, for its 
part, undertakes not to take any mea­
sures against European exports of pasta 
products and not to reopen the dispute at 
GATT level. 

Semiconductors The E.C. has pro­
tested the agreement concluded on July 
30 last year between the United States 
and Japan on semiconductors. In its opin­
ion, some aspects of the agreement go 
against the rules of international trade 
and threaten the E.C.'s interests. Two 
aspects of the agreement of particular 
concern: the arbitrary increase in the 
price of semiconductors on the E. C. mar­
ket and U.S. firms' privileged access to 
the Japanese market. The E. C. has there­
fore started proceedings in GATT under 
both Article XXI/2 and the Anti-dumping 
Committee. 

Agriculture 
The E.C.'s Common Agricultural Policy 
(CAP) is still a · target for U.S. attacks 
although the respective forecasts of bud­
get expenditures in 1986 for the United 
States and the E.C. showed that the 
United States will spend more than 
$7,000 per head of the farming popula­
tion, while the E.C. will spend only 
$2,800. 

U.S. criticisms of the CAP notwithstand­
ing, the E.C. remains the U.S. farmers' 
best customer and the world's biggest 
importer of agricultural products. In 
1986, the E.C. easily retained its position 
as the United States' main export mar­
ket: $6.4 billion against $5.1 billion for 
Japan. Furthermore, U.S. agricultural ex­
ports to the E.C. have fallen by only 3 
percent compared with 19 percent on 
other markets. They now account for 
some 24 percent of total U.S. exports. 

Tensions between the E.C. and the 
United States over agriculture stem 
largely from the decline in U.S. agricul­
tural exports, which fell from $48 billion 
in 1981 to 26 billion in 1986. The U.S. 
Department of Agriculture, however, 
blames the recent drop in U.S. agricul­
tural exports on the high dollar in the 
early 1980s, U.S. price-support levels 
and the fact that the developing countries 
have either not had the money to buy 
thes.e products or have improved their 
self-sufficiency in the agricultural sector. 

The United States therefore has em­
barked on an aggressive policy of captur­
ing world markets. This was the main aim 
of the program of export subsidies, the 
Export Enhancement Program. Under 
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this program, $2 billion will be available 
to U.S. exporters over a three-year pe­
riod to help them boost their sales of 
agricultural products, especially wheat, 
on foreign markets. 

The E.C. Commission immediately 
condemned this move, which it believes is 
unwarranted and liable to disrupt world 
trade in agricultural products. It argues 
that although the U.S. share of the world 
wheat market has shrunk from 49 per­
cent in 1981-82 to 29 percent in 1985-
86, it is hardly the E.C.'s fault since the 
E.C.'s share has remained steady during 
this period at about 14 percent. The 
United States had no share of the world 
market in dairy products in the early 
1980s, but took 10 percent in 1985, an 
increase achieved at the expense of the 
Community. 

These frictions are the manifestation 

• The unilateral redefinition of interna­
tionally established trade protection rules 
(anti-dumping and countervailing duties). 
• Potential restrictions on foreign invest­
ment in the United States. 
• The concept of sectoral reciprocity. 
• The establishment of new non-tariff 
barriers. 
• The ·limitation on the powers of the 
executive in matters of trade policy. 

The two E.C. Commissioners made it 
clear that if such measures were adopted, 
the E. C. would be forced to take similar 
measures. This would have adverse ef­
fects not only on the 5 million jobs that 
depend on exports to the United States, 
but also on the future of the entire inter­
national trading system. 

Other Issues 
Airbus. The United States ·Challenges 

THE E.C.'S MAJOR CONCERN IN ITS 
RELATIONS WITH THE U.S. IS PROPOSED 

TRADE lEGISLATJON. 
of a deeper phenomenon: the structural 
imbalances at world level in agricultural 
sectors. They require serious change in 
agricultural policy in the main producing 
countries. As for the E.C., a readjustment 
of the CAP has taken place over the last 
few years with substantial results in pro­
duction, in particular in the milk, beef and 
cereal sectors. The E.C. hopes that this 
adjustment-which is extremely hard on 
European farmers-will be accompanied 
by similar modifications in U.S. agricul­
tural policy. This is why the E. C. attaches 
particular importance to the agricultural 
discussions that will be held in the Uru­
guay Round. 

Outstanding Matters 
The E.C.'s major concern in its current 
relations with the United States remains 
the various trade legislation under discus­
sion in Congress. These bills contain 
many protectionist aspects that, if 
adopted, would seriously affect the Com­
munity. Consequently, the E.C. has 
spared no effort in presenting its point of 
view to the U.S. authorities. On several 
occasions, the Commission and E.C.'s 
Council of Ministers have warned the 
United States against adopting such mea­
sures. The E.C. Commissioner responsi­
ble for external relations and trade policy, 
Willy De Clercq, and the Commission 
Vice-President responsible for agricul­
ture, Frans Andriessen, visited Washing­
ton in July 1987 to discuss this problem 
with leading Congressmen. 

They concentrated on those provisions 
of these bills that most worry the Com-

the subsidies received "by the Airbus con­
sortium and, in March l-9.27, requested 
discussions in the framework ·of the GATT 

Committee on Trade in Civil Aircraft. 
The purpose of these discussions is to 
find a common interpretation of Article 4 
(public procurement) and Article 6 (Gov­
ernment support). At the two meetings 
on this matter held in Geneva, progress 
was made on the interpretation of Article 
4. Since the positions are still divided on 
the interpretation of Article 6, the two 
sides will continue their contacts. 

E.C. directives on abattoirs and 
hormones. The United States is op­
posed to the E.C. directive introducing 
hygiene rules in abattoirs because it be­
lieves that this directive will obstruct its 
exports. The U.S. authorities have re­
cently requested the setting up of a GATT 

panel to deal with this subject. The 
United States also is strongly opposed to 
the E.C. directive prohibiting the use of 
hormones in meat. The E. C. 'believes that 
neither of these directives is discrimina­
tory since they apply both within the E. C. 
and to non-member countries. Moreover, 
they have been adopted for reasons of 
health and consumer protection. Discus­
sions on this subject will continue. 

The E.C. has complained to the GATT 

about certain U.S. measures concerning 
imports that, the E.C. claims, are dis- · 
criminatory. They include the "super 
fund," a tax on oil imports that a GATT 

panel has declared to be contrary to the 
United States' international obligations, 
and the "customs user fee" measure that 
is currently being discussed by a panel. E 



GULF Europe had not been entirely neutral in and the near-simultaneous attack on a 

Continued from page 25. the past. France had been one of Iraq's British tanker resulted in the late-Sep-
major arms suppliers during the war and tember order for Iran to close its military 

sions with Britain. it had also sold considerable military procurement office in London. Soon after, 
And yet, as the .Arp.erican plan to de- equipment, as well as providing security Germany announced that it would send 

fend Kuwaiti ships went into effect, an assistance, to Saudi Arabia and several of three warships to the Mediterranean to 
appeal by the Reagan Administration for the smaller states. Britain had long sup- take over the duties of NATO members' 
European help in minesweeping went un- plied arms for all the Arab Gulf states, ships which had been diverted to the Gulf, 
heeded. Concern ran high that it was and the 1985 Tornado fighter sale to marking the first time that German war-
provocative and risky. And, indeed, Saudi Arabia demonstrated Europe's po- ships have patrolled the Mediterranean 
rather than subdue the Iranians the in- tential in penetrating an American mar- for NATO and a strong symbolic expression 
creased American military presence ket opened by the opposition of the of "solidarity with our allies," as an offi-
seemed to embolden them. A U.S. de- United States Congress. Seconded Brit- cial statement put it. (Unlike the British, 
stroyer fired upon two unidentified 'boats ish officers still served in the Omani however, the Germans chose to leave a 
that drew close in August, an Iranian armed forces and London provided advis- similar Iranian procurement office in 
minesweeper ,was sunk and its crew cap- ers elsewhere in the GCC. Furthermore, a Frankfurt alone.) While not expected to 
tured after being caught in the act of number of European firms were bidding have a profound effect on the minesweep-
laying mines in September, and three in 1987 to supply maritime patrol aircraft ing operation, the German move was wel-
Iranian patrol boats were sunk after to the GCC and up to eight submarines to corned by outside observers as indicating 
opening fire on a U.S. helicopter in Octo- Saudi Arabia. Germany was increasingly willing to 
ber. Europe was vulnerable to the argu- share in European defense responsibil-

The rapid buildup of American forces ments of some in the United States that ities. 
and tough talk from Washington put Iran the countries receiving the oil-as well By the beginning of October, the West-
in a position where it could not back as those producing it -should play a em armada of ships patrolling the Gulf 
down. For every move made by Washing- more positive role in helping to defend it. had risen to nearly 1 00-yet Iran had not 
ton, Iran countered with another twist of Despite considerable White House pres- backed down. In a speech to the United 
the screw, laying mines in the narrow sure, however, no one seemed disposed Nations General Assembly the day after 
channel leading to Kuwait, slipping other to take action and it was not unt il mid- the United States sank the minesweeper, 
mines into the previously safe waters of August, after mines were discovered Iran's President Khamenei was scathing 
the Gulf of Oman, attacking shipping off near al-Fujayrah anchorage in the Gulf of and unyielding. Iranian assaults on ship-
the shores of the U .A. E. and sending a Oman, that Britain announced it would ping continued to match those of Iraq, and 
speedboat armada across the Gulf to in- send four minesweepers to protect Brit- both sides traded aerial and missile bar-
timidate Saudi Arabia. ish shipping and its Armilla patrol, which rages on oil, industrial and civilian targets 

Iraq, meanwhile, which had set the has been escorting British ships through inland. Hostilities rose a notch on October 
scenario in motion with the attack on the the Gulf since the war began. At the same 19 with the shelling of an Iranian missile 
Stark, found itself bound to accept the time, France announced that it would add launching platform by the United States 
U.N. resolution and maritime ceasefire, two minesweepers to the task force built in retaliation for an Iranian attack on a 
even as the land fighting continued to around the aircraft carrier Clemenceau, U.S.-flagged Kuwaiti ship. The action 
sputter. The lull in the tanker war was then underway for the Gulf. France keeps was, in general, positively viewed in Eu-
clearly to Iran's advantage and so it a permanent naval presence based at rope. While European Community Gov-
stalled in answering the U.N. resolution. nearby Djibouti. Italian qualms about get- ernments offered little in the way of offi-
Iraqi forbearance hit its limit after six ting involved were swept away by an cial reaction, most European analysts 
weeks and aerial attacks on Iranian oil Iranian gunboat attack on an Italian con- agreed that the move had been both ex-
and economic targets were resumed at tainer ship in early September, and an pected and carefully thought out, and 
the end of August. eight-ship task force was quickly dis- public opinion appeared to be broadly 

Like all the other actors, Europe found patched. The Netherlands and Belgium supportive. 
itself caught in the middle, too. Foreign soon fell into line, sending minesweepers The Western buildup in the Gulf may 
Ministers from the 12 E.C. states issued of their own. have provided a bit more security for 
a joint statement early in September con- Finally, Prime Minister Margaret civilian vessels, but it solved no problems. 
demning the attacks on merchant ships Thatcher evinced strong support for the It's beginning to look uncomfortably like a 
and calling for an early ceasefire, yet U.S. sinking of the Iranian minesweeper, permanent necessity. E 

IRELAND external environment, but Ireland's do- ments tiring of the process of adjustment 

Continued from page 34. 
mestic problems are such that the pro- before it has had time to take effect -are 
cess of adjustment cannot be expected to well known. However, the imperative ne-
be either speedy or painless. cessity of the austerity measures being 

given good management of the economy For the immediate future, good domes- taken by the government is widely under-
on the Government's part, the E.C. will tic management is the key. Initially, gov- stood. The pressure for change comes 
play its role in providing assistance to ernment budgetary measures will have a from the pragmatic need and not from 
overcoming problems of integration and negative impact as cutbacks lead to short- ideological conviction. (There are few 
in securing an open environment for term easing in aggregate demand. The gung-ho free marketeers in Ireland.) If 
trade within Europe. beneficial effects of the structural im- structural reforms can be translated ef-

Over 7 0 percent of Irish exports are provements brought about by these cut- fectively into growth and the European 
sold on the E.C. market. For this reason, backs will become apparent only after a economy continues its recovery, crossing 
the prospect of a more dynamic Europe is time lag. The process has been compared the economic desert may prove less fear-
of key importance from a national point of to crossing a desert. The dangers of "aus- some than it now appears. E 
view. The SEA promises a more favorable terity fatigue" -of people and govern-
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RECENT BOOKS 
Europe periodically lists books dealing with Community and Atlantic topics. 
Prices are also given when known. This presentation does not indicate approval or 
recommendations of these publications, which can be purchased or ordered from 
most booksellers. 

Risk Analysis for Offshore Struc­
tures & Equipment. By ASTEO (Associ­
ation Scientifique et Technique pour 
!'Exploitation des Oceans). Graham & 
Trotman, Boston, 1987. 215 pp. $95.00. 

This book closely examines the new 
procedures of risk analysis by the fault 
tree method used in the nuclear, aero­
nautical & aerospace fields. The applica­
tion of such methods for new offshore oil 
structures and operations is also evalu­
ated, in addition to techniques of inspec­
tion, maintenance and repair technology. 
Extensive appendices provide substantial 
technical and statistical information. 

The European Parliament and Arti­
cle 173 of the EEC Treaty. By Johan 
Barnard. European University Institute, 
Badia Fiesolana, 1987. 58 pp. 

This paper examines Article 173 of the 
Treaty of Rome and its legal implications 
for the European Parliament. Taking into 
account recent pronouncements of the 
Court of Justice, this study is based upon 
the following topics: the value of the 
Parliament's claim to a right to initiate 
proceedings under Article 173; the inter­
pretation of the Parliament's assertion 
that certain acts should by exempted 
from judicial control; and the reasons 
behind the Parliament's desire to declare 
its opinion in the form of a resolution. 

New Strategies in the EEC for 
Equal Opportunities in Employment 
for Men and Women. By Odile Quintin. 
European University Institute, Badia 
Fiesolana, 1987. 26 pp. 

This paper examines the efforts the 
European Community has taken to elimi­
nate discrimination in the workforce and 
obstacles to equal employment opportu­
nities. Strategies include legislation that 
addresses both de jure and de facto 
discrimination, the establishment of pub­
lic service organizations in some member 
states, to the promotion of local initia­
tives among others. 

Diffusive Sampling: An Alternative 
Approach to Workplace Air Monitor­
ing. Edited by A. Berlin, et al. Brussels­
Luxembourg, 1987. 484 pp. 

This extensive text is comprised of 
invited written papers and posters as 
well as synopses of significant discus­
sions. Material includes a wide range of 
topics, from the development and appli­
cation of diffusive sampling to its role in 
the work place. 

Environmental Protection Policy. 
By Eckhard Renbinder and Richard 
Stewart. Walter de Gruyter, New York, 
1985. 350 pp. 

The second volume in the series "Inte­
gration Through Law: Europe and the 
American Federal Experience," this 
study presents not only an in-depth com­
parative analysis of the American and 
Community experience with regard to 
environmental law, but also offers a bet­
ter understanding of the transnational/ 
federal system of governance. As a re­
sult, there is as much to be learned from 
this volume on the process of integration 
and its difficulties as there is to be 
learned on the legal dimensions of envi-
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ronmental protection. 

The Legal Integration of Energy 
Markets. By Terrance Darntith and Ste­
phen F. Williams. Walter de Gruyter & 
Co., Berlin, 1987. 176 pp. $42.00. 

The fifth volume in the series "Inte­
gration Through Law: Europe and the 
American Federal Experience," this 
study examines and evaluates the legal 
structures for creating and maintaining 
unified energy markets in the United 
States and the European Community. In 
so doing, the authors offer reciprocal 
lessons that the United States and the 
Community may learn through the care­
ful evaluation of the other's energy mar­
kets and legal frameworks. 

Consumer Law, Common Markets 
and Federalism in Europe and the 
United States. By Thierry Bourgoigne 
and David Trubek. Walter de Gruyter, 
New York, 1987. 271 pp. 

This book is the third volume in the 
series "Integration Through Law: Eu­
rope and the American Federal Experi­
ence." Consumer laws and relevant is­
sues in the United States are examined in 
order to provide insight into the difficul­
ties of reconciling the principle of open 
borders with the legitimacy of state in­
tervention on the consumer's behalf. By 
contrasting and comparing the American 
system to the Community's experience, 
the authors provide a lucid analysis of the 
problematics of consumer protectionism 
in an integrated market. 

Targets and Indicators: A Blueprint 
for the International Coordination 
of Economic Policy. By John William­
son and Marcus H Miller. Institute for 
International Economics, Washington, 
D.C., 1987. 108 pp. $10.00. 

In response to the initiative launched 
at the 1986 Tokyo Summit, the authors 
have presented their comprehensive set 
of proposals for an indicator system to 
guide the international coordination of 
macroeconomic policies. The proposals 
are placed in the hypothetical situation of 
being effective during the 1980s and are 
also compared to other alternatives for 
international monetary reform. Criticism 
of these proposals is addressed as well. 

Anti-protection: Changing Forces in 
United States Trade Politics. By I.M. 
Destler and John S. Odell. Institute for 
International Economics, Washington, 
D.C., 1987. 204 pp. $10.00. 

While much information has been pub­
lished regarding those forces within the 
United States that favor protectionist 
legislation, little has been written about 
the interests that benefit from interna­
tional trade. This study helps fill that void 
by focusing on the forces that suffer from 
import restrictions and the role they play, 
or can play, in trade politics. 

The Future of World Trade in Tex­
tiles and Apparel. By William R. Cline. 
Institute for International Economics, 
Washington, D.C., 1987. 325 pp. $20.00. 

This book examines the comprehen­
sive and persistent protectionist mea­
sures that textiles and apparel have re-

ceived during the last three decades. 
From the standpoint of the nation as a 
whole, the authors conclude that a grad­
ual liberalization of these sectors is the 
best policy rather that an increased se­
verity of protection. 

Trade Unions of the World. Edited by 
F. John Harper. Gale Research Company, 
Detroit, 1987. 503 pp. $90.00. 

This text is a comprehensive interna­
tional guide to trade unions and their 
activities throughout the world. Material 
is arranged by country, with basic back­
ground information and full details re­
garding trade unionism and active unions 
provided for every country or territory. 

European Legal Literature In­
formation Service: A Master Guide 
to Commentary on European Com­
munity Law. Vol. I, No. 10. Europe 
Data, 1986. 7 4 pp. 

ELLIS provides a listing of approxi­
mately 200 sources pertaining to Com­
munity law and legal issues. A wide vari­
ety of material is referenced, from books 
and periodicals to academic papers and 
official studies. Each indexed source is 
accompanied by an abstract, enabling the 
user to decide whether the document is 
relevant to his/her needs. 

Family Policies in the Member 
States of the European Community. 
COFACE, Brussels, 1986. 65 pp. 

This study examines the family poli­
cies of the member states. Its conclu­
sions spotlight the trends and the explicit 
and underlying orientatjpns of the vari­
ous policies as well as the problems to 
which a community response might pos­
sibly be expected. 

World Meetings: Outside United 
States and Canada. MacMillan Pub­
lishing Co., Riverside, NJ, 1987. 120 pp. 
$165.00 for an annual subscription. 

This sourcebook is a two-year registry 
of all important future medical, scientific 
and technical meetings to be held 
throughout the world, outside the United 
States and Canada. It is completely re­
vised and published quarterly. 

Regional and Long-range Transport 
of Air Pollution. Edited by S. Sandroni. 
Elsevier, New York, 1987. 510 pp. 
$170.75. 

A compilation of 19 lectures of a 
course held at the Joint Research Center 
in lspra, Italy on September 15-19, 1986. 
The aim of the course was to provide a 
current overview of the present knowl­
edge in the different fields involved in the 
atmospheric transport of trace constitu­
ents. 

Electronic Mass Media in Europe: 
Prospects and Developments. Edited 
by Elsa de Bens and Manfred Knocke. D. 
Reidel Publishing Co., Boston, 1987. 542 
pp. $78.00. 

This volume is the compilation of pa­
pers delivered at an international work­
shop held in Bruges, Belgium in 1986 by 
experts in the field of communications. 
The three broad topics to which all re­
ports pertain are channels of transmis­
sion, audio-visual media, and electronic 
text media. 

Dreams and Delusions: The Drama 
of German History. By Fritz Stern. 
Knopf, Inc., New York, 1987. 323 pp. 
$19.95. 

This text is a collection of ten essays 
on German history which illustrates the 
"German Drama" since around the turn 
of the century. 

Fixing Farm Trade: Policy Options 
for the United States. By Robert L. 
Paarlberg. Ballinger Publishing Co., 
Cambridge, MA, 1988. 159 pp. 

Discussed are ways to improve U.S. 
agricultural trade policy. Policy options 
which work within and outside the frame­
work of the GATT are among the topics 
highlighted. 

The Limited Partnership: Europe, 
the United States, and the Burdens 
of Alliance. By Joseph Joffe. Ballinger 
Publishing Co., Cambridge, MA, 1987. 
225 pp. $29.95. 

Among the topics discussed is the chal­
lenge of Euromissiles, the European 
Peace movement, the Alliance versus the 
isolationist impulse, what detente has 
wrought upon the Alliance, and how 
NATO has responded to crises like those 
in Afghanistan and Poland. 

Europe: Dream-Adventure-Reality. 
. Edited by Hendrik Brugmans. Green­
wood Press, Westport, CT, 1987.262 pp. 
$65.00. 

A history of the development of Eu­
rope and the ideals which led to the 
formation of the Europe!in Community is 
portrayed. Chapter contributions are 
made by different experts on the Com­
munity, including Pierre Pflimlin, former 
President of the European Parliament, 
Jacques-Rene Rabier, formet' Director­
General at the European Commission, as 
well as associates of Jean Monnet and 23 
other distinguished Europeans. 

Arms Control and the Atlantic Com­
munity. By Werner J. Feld. Praeger 
Publishers, New York, 1987. 192 pp. 
$35.95. 

Professor Feld begins his project with 
a review of the negotiations controlling 
strategic and intermediate nuclear forces 
as well as space-based weapons since the 
1979 signing of SALT II. Following the 
review the professor examines bureau­
cratic and parliamentary interactions be­
tween the U.S. and West European NATO 
governments on arms control talks. The 
author then discusses arms control in the 
Reagan administration and continues 
with an analysis of the efforts to improve 
East-West relations. 

The EEC: A Guide to the Maze. By 
Stanley A. Budd. Kogan Page, Ltd., Lon­
don, 1987. 254 pp. U.K.£6.95. 

The author feels that a basic introduc­
tion to the European Community is 
needed. He describes the E. C.'s purpose, 
how the institutions function, the policies 
and people and changes to be made. Also 
included is an analysis of funding and 
development projects, and a chapter on 
the myths and misconceptions regarding 
the Community. 

State Aids Under the EEC Treaty 
Articles 92 to 94. By Despina Schina. 
ESC Publishing, Oxford, U.K., 1987.221 
pp. U.K.£21.50. 

Ms. Schina examines the necessity for 
state aids, the different kinds of aids 
envisaged by the EEC Treaty and 
compatibility of these aids with the Com­
mon Market. Particular emphasis is 
made regarding state aids to agriculture 
and transportation. 
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