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ne of the most important questions now being asked in the world of 

0 international trade is: Do bilateral agreements make more sense than 
wide, multilateral ones? The question is being raised more often as 

free trade areas like the one negotiated between the United States and Can­
ada become more common. These can be productive arrangements, both for 
those directly involved as well as for their outside trading partners: Economic 
growth in one area tends to stimulate a rise in trade, and that means more 
prosperity for all involved. 

The completion of the internal market in Europe by 1992 is a good exam­
ple of how a rising economic tide lifts everybody's trade boat. There have 
been some fears expressed in the United States and elsewhere that Europe 
may tum in on itself after 1992, and set up new barriers to imports. Such 
fears are clearly unfounded. 

In Toronto meanwhile, as Barbara Halsig reports, many Canadians 
"strongly believe" that trade will increase with all countries after the U.S.­
Canada free trade agreement is in place, and E.C. Commissioner Willy De 
Clercq recently remarked that the E.C. has no objections to the pact "as long 
as the result is an increase in trade flows not only between the United States 
and Canada, but between Canada and the rest of the world-including, of 
course, the European Community." 

Also in this issue: Lord Cockfield, the E.C. Commission Vice President re­
sponsible for the internal market, writes on the progress and expected bene­
fits of 1992; Washington-based writer Edmund Andrews looks at the changing 
nature of franchising in Europe; the Financial Times Nancy Dunne reviews 
the current array of disputes between the United States and Europe (noting 
that farm trade and Airbus-as usual-lead the list); Peter Wilson-Smith, the 
finance editor of The Independent, writes on the significance of the E.C.'s im­
portant new banking directive; and, in our cover story this month, travel con­
sultant Bob Woodward gives some advice on travel "adventure style" in Eu­
rope. 

Giancarlo Chevallard 
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BRUSSELS 

Comic Strips 
As Art 

The Belgian Comic Strip Center will pay homage to all Belgian comic-strip art this century, and will be 
housed in an ort nouveau building designed by Victor Horta. 

it) in search of peace and jus- distinction are still widely to be POW! ZAP! 
tice, is the prototype of the seen in gates, doors and win- ~ 
comic-art hero who, since his dows in Brussels, but few of 6 
first appearance in 1929, has the master's complete build- An exhibition of Belgian ~ 
entertained a world-wide fol- ings survive, and the preserva- comic-strip art, organized @ 

lowing. Since World War II, tion and revitalization of the by the Belgian Center for ~ 

T wo of Belgium's best- four million Tintin books have Magasins Waucquez is thus a Comic Strip Art in Brussels es 
known contributions to been sold every year and the major bonus for Belgian art and the Belgian American ~ 

the 20th century-the comic young fellow's exploits have lovers. Chamber of Commerce in ~ 
strip and art nouveau architec- even been chronicled into such The Center, due to open the United States, is on dis- ~ 
ture-are to be jointly cele- languages as Serbo-Croat, next year, will not be confined play at the Meridien House, ~ 
brated through an enterprise Basque, Galician, Icelandic, to Herge, although his work 1630 Crescent Place, N.W., ffi 
launched by the Belgian Comic Catalan and Iranian. will be at its heart. In postwar Washington, D.C. until the ~ 
Strip Center. If this sounds In an imaginative move, years Belgian comic-strip art- end of July. ~ 
somewhat down-market, do Dessicy has acquired a run- ists have created worldwide ~ 
not be deceived. Comic strips down department store in markets for such characters as AMSTERDAM ~ 
are a genuine art form in Bel- Brussels for conversion to a Lucky Luke, an improbable @ 

gium, subjected to respectful permanent Comic Strip Center chain-smoking Belgian cowboy, Women'S g 
critical attention and com- that will include valuable the Suske and Wiske children, RightS ~ 
manding a public that goes far Herge originals, a huge library engaged like Tintin in solving 6 
beyond children. Foreign tour- of comic-strip art and a projec- grown-ups' problems, and the 2 
ists can be a little startled to tion room to show animated ubiquitous tiny blue creatures T he Dutch Government is ~ 
see growri-ups reading comic films. But this is no ordinary known in the English-speaking faced with a decision that @ 

strips in buses and on trains, building: The Magasins world as the Smurfs. None of may cost the Treasury and ~ 
but a glance at any newsstand Waucquez was designed in them yet warrants a statue in a Dutch firms billions of guilders 3 
will show the range and sophis- 1903 by Victor Horta, and is Brussels public park, like the in retroactive payments to ~ 
tication of the medium. A re- one of the very few commercial one put up for Tin tin and women. This threat looms as a ~ 
cent claim that half of all Bel- buildings created by the great Snowy, but the Center should result of a recent ruling by the :i! 

~ gian magazines are in comic- Belgian architect that are still provide their admirers with a Central Appeals Court-the @ 

strip form is easily believable. standing in Belgium. point of pilgrimage. Similarly, highest judicial body in litiga- ~ 
The Comic Strip Center is Horta was the inspiration for it should add to the few lasting tions concerning social bene- ~ 

the initiative of Guy Dessicy, a the art nouveau movement testimonials of the work of Bel- fits-that Dutch legislation ~ 
former associate of Georges that swept Brussels and later gium's best-known and most failed to apply the United Na- ~ 
Remi, better known as Herge, the rest of Europe at the turn influential architect.-ALAN tions treaty and the third E.C. § 
the creator of "Tin tin." Tin tin, of the century. The twisting, OsBORN directive concerning discrimi- @ 

a round-headed boy who trav- spiraling cast-iron curlicues nation against women. § 
els the world (and often beyond that give art nouveau its chief The court has ruled that the ~ 
~--------------------~----------------------~----------------------~--------------------~ L 
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government and industry have 
discriminated against women 
in the field of social security, 
notably in the area of the gen­
eral disablement benefit act. 
Under this ruling, retroactive 
payments would go to married 
women who lost their jobs 
when they married, and possi­
bly to widows and unemployed 
women. In theory, some thou­
sands of Dutch women could 
apply retroactively for benefit 
payments over several years, 
both to the government or to 
the firms for which they 
worked. It is estimated that in 
each case such payments could 
amount to some $100,000. 

The Ministry for Social M­
fairs said it was preparing a 
note to Parliament explaining 
how "to deal with the situa­
tion." The Social Ministry's 
state secretary, Lou de Graaf, 
is trying to find a solution by 
discussing the problem with 
the women's organizations and 
the Dutch firms involved. The 
Ministry would like to avoid a 
situation in which professional 
organizations accept the court 
of appeals ruling without fur­
ther protest and begin to pay 
women eligible for back pay­
ments. 

Meanwhile, the ruling also 
faces the trade unions with a 
dilemma. On the one hand, 
they pride themselves for hav­
ing always pleaded for equal 
rights for women workers and 
they have approached the 
women's organizations to list 
those they believe have a right 
to payments. On the other 
hand, they fear that this may 
lead to enormous deficits for 
existing social benefit funds, 
which in turn will mean that 
currently employed workers 
will end up having to pay 
higher premiums or having 
their benefits cut. 

But time is running out, and 
firms as well as the govern­
ment are under pressure by 
the women's organizations and 
the female lawyers' association 
to come to a decision. Women's 
organizations have united in 
the "Committee for Equal 
Rights Now," and are urging 
women to call on the industries 
for their rights. Lawyers have 
been alerted to defend the 

women's claims, and scores of 
women who have made appli­
cations for payments are being 
held off without being given 
definite answers, which pre­
vents them from beginning le­
gal proceedings. 

In one case, the lawyer for 
the professional association of 
retail trade and housewives has 
taken action and appealed 
against such practices. The di­
rector of this association, how­
ever, is tom in his fight for 
equal rights for women, fear­
ing that if he insists, some 85 
percent of his female members 
can claim money that could 
lead to his association's bank­
ruptcy. 

The Dutch Government re­
portedly secretly hopes that 
the Central Appeals Court will 
revise its ruling of "discrimina­
tion," which well informed 
sources, however, believe to be 
"highly unlikely."-NEL Sus 

ATHENS 

Intrigued by 
the Ancients 

0 ver the past four years, 
recreating ancient Greek 

methods of transportation has 

become something of a fashion 
as experimental archaeology 
continues to gain ground. 

First came a bronze-age 
ship, built to emulate the myth­
ical voyage jason and the Argo­
nauts had made across the Ae­
gean to the Black Sea to 
capture the Golden Fleece. An 
international crew of oarsmen 
captained by Tim Severin, an 
Irish historical geographer, 
successfully weathered fierce 
currents and surnrner storms 
to reach the Soviet coast and 
the likely site of the ancient 
Colchis, the land of· the Golden 
Fleece-demonstrating that 
the romantic legend could well 
have been based on fact. 

Then an American archaeo­
logical team joined forces with 
a Greek shipbuilder to build a 
replica of a 4th-century B.C. 
merchant vessel modeled on 
remains raised from the sea­
bed off Cyprus. The sail­
powered Kyrenia II plowed its 
way through the eastern Greek 
islands and south to Cyprus in a 
re-run of its final voyage in the 
days of Alexander the Great, 
proving that ancient Greeks 
were equipped with sailing 
techniques modem yachtsmen 
would envy. 

Last summer, reconstruc­
tion of an ancient Athenian tri-

reme, the oar-powered warship 
that defeated the Persian fleet 
at the Battle of Salamis in 480 
B.C., underwent sea trials in 
the Aegean. The vessel, de­
signed by two British experts 
and rowed by 170 club oars­
men and Greek navy sailors, 
reached speeds of up to seven 
knots in a combination of physi­
cal endurance test and dedi­
cated classical scholarship that 
seemed hard to match. 

But this spring, a team from 
the Massachusetts Institute of 
Technology (MIT) went one 
better, bringing together a 
team of cyclist -pilots and aero­
nautical experts to Crete in a 
bid to recreate the myth of 
Daedalus, by flying a human- . 
powered aircraft across the 
Aegean. According to the leg­
end, Daedalus designed wings 
of wax and feathers for himself 
and his son Icarus as a means 
of escaping from King Minos' 
palace on Crete-who had 
built the labyrinth to house the 
ferocious half-man, half-bull 
known as the Minotaur. Daeda­
lus, so the story goes, flew 
safely to Sicily, but Icarus 
soared too close to the sun so 
that the wax melted and he 
plummeted to his death. 

The MIT team of human­
powered flying enthusiasts 

A team of 
aeronautical 
experts and 
cyclist-pilots 

recently recreated 
the mythical flight 
of Daedalus across 

the Aegean Sea. 
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opted for an ultra-light plane 
made of space-age fibers and 
plastic, in which a cyclist 
pushed pedals linked to a pro­
peller, leaving his hands free to 
handle a joystick. According to 
John Langford, the team direc­
tor, the Daedalus project was 
intended as an educational 
scheme for future aircraft de­
signers. For the four cyclists 
who trained for at least six 
months beforehand, however, 
it was as tough as preparing for 
the Olympic Games. 

Working to turn myth into 
reality, the team leaders de­
cided after consultations with 
Tim Severin that Daedalus 
would have followed ancient 
sailing practice and navigated 
to one of the nearest islands to 
the north of Crete. They plot­
ted a 7 4-mile course from He­
raklion to Santorini, which 
could be flown by the delicate 
72-pound pedal plane in calm, 
cool spring or fall weather. 
They took a gamble on finding 
a possible flying day in a region 
notorious for its changeable 
weather. Studies of weather 
readings from the past 40 
years suggested that there 
might be just eight days a year 
that met all requirements: flat 
calm or a three-knot tail wind, 
temperatures of less than 70 
degrees Fahrenheit and clear 
visibility to the horizon. 

. Mter three weeks of wait­
ing-like characters in Greek 
mythology-for a favorable 
wind, the right day finally ar­
rived. Kanellos Kanellopoulos, 
the only Greek on the team, 
pedaled flawlessly at a faster­
than-expected 18.5 miles an 
hour until he was 10 yards off 
the landing beach on Santorini. 
At that point, a sudden gust 
caught the plane head-on 
around and he crash-landed 
into the sea. Despite this, there 
was some consolation: Both 
Kanellopoulos and the aeronau­
tics experts afterward agreed 
that he could have doubled the 
distance that day and flown al­
most as far as Athens.-KERIN 
HOPE 

The defeat by England of 
the Spanish Armada in 1588 

changed the balance of 
maritime power in the 

world. 
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LONDON 
400 Years 
Mter 
the Armada 

T he belief that "God is an 
Englishman" was once 

very firmly held in England. It 
derived from the conviction 
that God had sent the fierce 
storm that helped defeat the 
mighty Spanish Armada 400 
years ago. For how else was it 
possible that a huge naval force 
of some 150 Spanish galleons, 
manned by highly disciplined 
crews, failed so abysmally in its 
attempt to invade England and 
force the Protestant monarch, 
Queen Elisabeth I, to treat her 
Catholic citizens better? 

The 400th anniversary of 
the defeat of the Spanish Ar­
mada in 1588 is being com­
memorated in a controversial 
new exhibition at the Maritime 
·Museum in Greenwich, on the 
south bank of the Thames 
River, which tries to place this 
event in the wider context of 
European history. Nearly $2 
million and five years of prepa­
ration have been spent on a 
multi-media presentation of 
the historic occasion, when an 
ill wind and Sir Francis Drake's 
navy combined to blow away 
the Catholic invasion force. 
The salvation of Protestant 
England was hailed by many as 
an act of God-who clearly 
was an Englishman. 

A more traditional English 
version puts the victory down 
in large part to the superior 
seamanship and gunnery of the 
English fleet under the brilliant 
command of the cool com­
mander Drake. (He also was 
the man who, incidentally, set a 
pattern for British behavior for 
centuries to come by insisting 
on finishing his games of bowls 
before dashing away to dis­
patch the impertinent for­
eigner.) 

The exhibition opts for a 
more even-handed rendition of 
history, leaving room for the 
possibility that Spain lost the 
battle and two-thirds of its 
ships as much because of 
ambiguous and indecisive or­
ders from an over-centralized 
Spanish command, as because 
of British naval skill aided by 
September storms. A further 
challenge to accepted British 
thinking is contained in one of 
the key statements of the exhi­
bition, which proclaims that 
"the 1588 Armada did not ma­
terially affect the position of 
either England or Spain." 

Some critics in Britain feel 
that this is carrying the idea of 
European unity just a little too 
far. While willing to be friendly 
to former enemies who are 
now members of the European 
Community, these English crit­
ics say that this is re-writing 
history. In particular, they be­
lieve, it ignores the fact that 
the unique way in which Drake 
and his commanders combined 
military;and naval skills in the 

sea battles in the fateful sum­
mer of 1588 altered the bal­
ance of maritime power in the 
world forever afterward. 

The sails that hang over the 
entrance to the exhibition lead 
into a pageant of scenes. At the 
outset is the slightly tawdry 
depiction of a jewel-laden 
Queen Elisabeth I of England 
contrasting with the austere, 
soberly dressed King Philip II 
of Spain. But then one moves 
on to view the more serious 
business of a maritime mu­
seum-the displays and ex­
planations about the fleets, the 
commanders, methods of navi­
gation and the guns and other 
weapons of the galleons and 
battleships. There is even a 
chance to walk the planks to 
experience life on board an 
English ship to the sound of 
ships of war at sea. 

The Maritime Museum at 
Greenwich is not displeased by 
the controversy over the inter­
pretation of the famous battle. 
The organizers, who originally 
expected half a million visitors 
before it moves to Belfast in 
September, now feel that it 
could attract up to one million 
people curious about this fate­
ful event in European his­
tory.-DAVID LENNON 

BONN 
Endangered 
Associations 

G erman Vereine, or associ­
ations, which play an im­

portant part in German society, 
are up in arms. Their target is 
German Finance Minister 
Gerhard Stoltenberg who, they 
claim, is threatening their very 
existence. 

An independent group of 
nine scholars, appointed by 
Stoltenberg back in 1985, has 
recently produced a 500-page 
report on how to reform the 
complex donation and tax ex­
emption practices of the coun­
try's 150,000 to 200,000 clubs 
and associations. Although no 
details of the scholarly findings 
have been published and no po­
litical decisions have been 



taken so far, the mere fact that 
Stoltenberg dared to disturb 
'such sacred institutions has in­
furiated the powerful associa­
tions lobby. Consequently, Stol­
tenberg, who would like to do 
away with some "grave short­
comings and absurdities" in 
the existing law, is facing 
strong and widespread opposi­
tion. 

The many associations are 
indeed a German phenomenon 
and, excepting Austria, have 
no parallel. Most support com­
mon hobbies, activities and 
education, but not all members 
have to ride, shoot, fish-or 
whatever the common activity 
may be-as a prerequisite for 
membership. Indeed, for many, 
a Verein simply means togeth­
erness and comradeship, and 
every second German is a 
member of at least one associa­
tion. The most important quali­
fication, it seems, is to be able 
to drink large quantities of 
beer and to want to get away 
from home at least one evening 
in the week. Many of these 
gatherings are for males only. 

Some people even say that 
the Federal Republic is run by 
the Vereine, and indeed, the 
political influence of the associ­
ations must not be underrated, 
especially in rural areas. Politi­
cians of all stripe take the 
"scene" very seriously and a 
personal appearance at the 
clubs' numerous festivities is 
essential for a politician's popu­
larity. The Verein as an institu­
tion is an answer to societal 
and individual needs, so much 
so, in fact, that leisure associa­
tions have become an impor­
tant economic factor. 

Some of the associations 
have a long tradition. The old­
est association-that of the 
marksmen-dates back to the 
brotherhoods founded by the 
monks in the 14th centu!y. In 
the old days, the marksman 
had to be of good standing and 
reputation-and pay a hand­
some admissions fee-in order 
to become a member. The stat­
ute demanded ethical conduct 
of its members, as well as calm 
and peaceful behavior at the 
shooting ground and in the 
drinking tent. The best marks­
man at the jamborees was 

Leisure 
associations are 

very popular 
throughout Germany. 
Bowling is one of the 

favorite pastimes. 

crowned "king." Over the 
years, while the marksman's 
costume, which used to consist 
of a suit of armour, may have 
been replaced by black trou­
sers, green jacket and hat, not 
much else has changed. Today, 
there are some 1,300 marks­
men's groups with 1.2 million 
members. 

The sports clubs attract the 
largest membership with some 
20 million people, followed by 
customs and traditions clubs 
with about 10 million mem­
bers. Automobile clubs boast 
8.4 million members. The cho­
ral associations (1,500 clubs 
with a total of 1.5 million mem­
bers) began in Berlin in 1809, 
and became very popular and 
grew rapidly in the 19th and 
20th centuries. They can be 
traced back to the medieval 
guilds, when guild members 
met in their free time to sing. 

Apart from professional and 
sporting associations, there 
are Vereine for dog breeders, 
pigeon racers, friends of roses, 
of garlic, to name but a few. 
The past few years also have 
seen a renaissance of the 

Heimatvereine or "homeland" 
associations, numbering about 
one million members. They be­
came unpopular after the col­
lapse of the Third Reich be­
cause of their exploitation for 
political purposes by the Nazis. 
But with the current nostalgic 
trend for small manageable 
units they have enjoyed a 
comeback. 

A new type of association 
has developed in recent years: 
that of the Burgerinitiativen, 
the civic action groups, whose 
main concern is the protection 
of the environment. The local 
groupings, represented in a 
central organization in Bonn, 
enjoy public support and are 
politically influential.-WANDA 

MENKE-GLUCKERT 

LISBON 
Constitution 
Changes 

P ortugal's 1976 Constitu­
tion-drafted while the 

country was being towed by 

the vanguard down the road to 
Socialism-and a centralized 
economy supervised by the 
working class are often blamed 
for the slowness of liberalizing 
reforms. "De-Marxization" of 
the Constitution therefore is a 
shibboleth for those who feel 
that Portugal must abolish con­
stitutional vestiges of a revolu­
tion whose active phase lasted 
only a year, but whose eco­
nomic aftermath persists. 

Constitutional revision in 
1982 toned down, but did not 
eradicate, curbs on the market 
economy. Clauses remained 
promoting state or worker con­
trol of economic activity, and 
perpetuating a bloated public 
sector, which was born in 
March 197 5 by command of 
the pro-Communist military 
Council of the Revolution to 
centralize key sectors, espe­
cially banks, which served as 
holding companies for much of 
industry, commerce and ser­
vices. 

The essence of the Portu­
guese Constitution lies in the 
"Economic Organization" sec­
tion. Article 80 states that 
socio-economic organization 
shall be based on "collectiviza­
tion of the principal means of 
production, land and natural 
resources, democratic plan­
ning of the economy and demo­
cratic intervention of the work~ 
ers." Article 83, meanwhile­
which states that "all national­
ization measures carried out 
since April 25, 1974, are irre­
versible conquests by the 
working classes" -has 
averted moves to denationalize 
since the late 1970s. 

"Irreversibility of revolu­
tionary nationalization" was, 
during the Constitutional revi­
sion in 1982, still a sine qua 
non not only to the Commu­
nists but also to the Socialists, 
and a bete noire to the Chris­
tian Democrats and the Social 
Democrats. The time has now 
come for a second revision of 
the 1976 Constitution. This 
should have begun in 1987, but 
at that time, a snap general 
election got in the way. Now, 
however, all parties have 
drawn up suggestions for revi­
sion and the extremely difficult 
process of negotiating consen-
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sus is about to begin. 
Consensus is fundamental. 

While the Social Democratic 
Party (PSD) won a comfortable 
51 percent of the popu1ar vote 
in Ju1y 1987, and 183 of Parlia­
ment's 250 seats, this is short 
of the two-thirds majority 
needed to change any part of 
the Constitution. But, in the 
view of a growing number of 
Portuguese over a broad politi­
cal spectrum, change has to 
come, and at this stage, the 
only holdouts are the Commu­
nists, now reduced to about 10 
percent of the popu1ar vote and 
currently suffering from dra­
matic internal frictions as the 
power struggle begins for the 
succession of the aging Secre­
tary-General, Alvari Cunhal. 

Portugal's E.C. membership 
has drastically altered Portu­
gal's notion of identity and pos­
sibilities after a half-century of 
isolation, and this is fiercely 
fueled by competitive pressure 
on financial and industrial sec­
tors, which need all the leeway 
they can get to modernize and 
strengthen themselves. Pri­
vate entrepreneurs see the 
economic content of the Con­
stitution as a formu1a for pene­
tration of a stagnant public sec­
tor, and the pressure to de­
dogmatize the Constitution is 
intense. 

Until recently, the PSD, a tri­
fle inclined since its Ju1y 1987 
election victory to lord over 
not only the opposition but also 
the business community, has 
shown few signs of wanting to 
negotiate the needed two­
thirds majority to make signifi­
cant constitutional changes. Its 
relations with the Socialists, 
the second largest party in 
Portugal, have until now been 
frigid. Aiming to carve a strong 
piece on the moderate left, as · 
well as the area to the right of 
center, from which most PSD 
voters come, the PSD has tried 
to paint the Socialists as candi­
dates for a Popu1ar Front with 
the Communists-a charge 
that the Socialists angrily re­
fute. 

But in mid-April the PSD be­
gan to change its tune­
slightly. For the first time since 
its 1987 landslide, it formally 
beckoned the Socialist leader-
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Rosenborg Castle 
in Copenhagen is 
just one of many 
buildings that 
Christian IV, also 
known as the 
''Builder King," 
commissioned as 
his country 
residence. 

ship for talks about constitu­
tional changes, but only to sour 
the conciliatory move with an­
other jibe, interpreting their 
invitation as a challenge for the 
Socialists to prove they were 
not dependent on the Commu­
nists. The PSD claims that the 
invitation is a challenge for the 
Socialist Party, which in 197 6 
accepted "Marxification" of 
the economy, then changed its 
tune and shifted toward the 
center, but was not ready to 
cancel "irreversibility" of na­
tionalization of the means of 
production in 1982. Now it ap­
parently is. 

If preliminary talks between 
the Socialists and the PSD, 
aimed at setting up a timetable 
for Constitutional revision, go 
well, the omens will be better 
for a searching reform that, a 
market-minded generation of 
entrepreneurs hopes, will en­
dow Portugal with a Constitu­
tion that no longer preaches 
collectivization, worker inter­
vention or central planning.­
DIANA SMITH 

' .. 

COPENHAGEN 

Long Live 
The Royals 

D anish politics may be in 
turmoil, and the Danish 

economy may be doing only 
marginally better, but Danish 
royalty is in fine shape. Per­
haps this is one reason why the 
Danes are happily celebrating 
the 400th anniversary of the 
crowning of one of Denmark's 
most popu1ar kings, Christian 
IV (1577-1648). Many new 
books, both biographies and 
new interpretations of social 
and economic events during his 
reign, have been recently pub­
lished, exhibitions, media se­
ries and special events abound, 
and a special, strong beer has 
been put on the market bearing 
the monogram of Christian IV. 

While most nations cele­
brate their military victories 
and their victors, Christian IV 
is celebrated in Denmark de­
spite his military defeats, 

which were numerous and cost 
Denmark the territory on the 
other side of the Sound, just 
opposite Copenhagen. What 
appeals to Danes today is the 
personality of this King. He 
was a jovial person, with a 
great love of life, a very large 
consumption of food and drink, 
and an appreciation for women. 
All of this naturally took its toll 
in health terms. But his stam­
ina remains a legend, and he 
managed to combine these 
lighter sides with more serious 
interests, such as town plan­
ning and architecture, and his 
imprint on Copenhagen is still 
highly visible today. 

One of the most beautifu1 
buildings in Europe, Copenha­
gen's old stock exchange, as 
well as several churches, the 
castle of Rosenborg and the 
one-of-a-kind Round Tower in 
the center of Copenhagen, are 
just some of his creations. The 
Round Tower, housing an ob­
servatory, was constructed 
without a staircase, but with a 
spiraling cobbled passageway, 



using all available space and 
allowing the King to go to the 
top of the tower by horse and 
carriage-in truly regal style! 

The navy was the special in­
terest of Christian IV, and it did 
not let him down. The very 
characteristic naval quarters of 
Nyboder serve as a lasting re­
minder, and one of the most 
beautiful sights in Copenhagen, 
the canal and city houses of 
Christianshavn, were con­
structed in accordance with his 
plans. Unfortunately, the wars 
were not decided at sea, and 
his ambition to have Denmark 
become .the major military and 
economic power in Scandinavia 
was lost to Sweden, something 
for which the Danes have 
never really forgiven the 
Swedes. As a consequence of 
his defeats and the de facto 
collapse, the King was forced 
to share his power with the 
Danish nobles, but this did not 
damage his popularity. 

Today, the Danish Royal 
Family, with Queen Margare­
the II as sovereign, has no po­
litical power, but serves as a 
very active and popular symbol 
of national identity. Although 
the Danish Socialist parties at 
least in principle favored the 
republican mode of govern­
ment until World War II, this 
has not been an issue in any of 
the Danish elections in the last 
20 years, and the Danish royal 
tradition seems more en­
trenched than ever.-LEIF 
BECK F ALLESEN 

PARIS 
Le Pen and 
The New 
Right 

A foreign woman living in 
France recently at­

tended an open-air rally for 
Jean-Marie Le Pen and his ex­
treme right-wing National 
Front Party. It was one of the 
biggest crowds a politician had 
drawn that anyone could re­
member in Paris, despite the 
cold spring rain. "It was fright­
ening," she said. "The people 
were all so normal." 

That sentiment reflects the 
feelings of many French people 
too, after the surprising surge 
of support for Le Pen in the 
French presidential election. 
No longer can the extreme 
right be dismissed as a lunatic 
fringe or a group of goose-step­
ping ogres. The latest election 
redefined the extreme right as 
anyone's next -door neighbor: 
Almost 15 percent of the elec­
torate chose Le Pen out of nine 
presidential candidates. He at­
tracted mainly men, owners of 
small businesses and blue-col­
lar workers, and was the most 
popular of the main candidates 
among the unemployed and 
young people. Moreover, 60 
percent of Le Pen voters had 
never voted for the National 
Front before. 

Le Pen is an amazing politi­
cal success story. When he ran 
for President in 1974, the for­
mer paratrooper with one glass 
eye culled only 0.74 percent of 
the vote. In 1981, he could not 
even summon the 500 spon­
sors it took to register as an 
official presidential candidate. 
But his fortunes began to rise 
during elections for the Euro-

pean Parliament in 1984, when 
the National Front scored 11 
percent -psychologically im­
portant because that score 
matched the vote of the Com­
munist Party. By 1986, the Na­
tional Front had profited from 
a new system of proportional 
voting in legislative elections 
to gamer 10 percent of the 
vote, enabling it to send 34 
members to the National As­
sembly. After his showing in 
the latest presidential election, 
it is conceivable that the Na­
tional Front could take over 
the city hall of France's second 
biggest city, Marseille, which 
has one of France's highest im­
migrant populat ions. With 
municipal elections there only 
a year away, Le Pen will cer­
tainly spend that time building 
on the 28 percent of the vote 
he got in that southern port 
city. 

There are two accepted the­
ories as to why the extreme 
right has gained such a foot­
hold. One holds that this is sim­
ply a new evolution of a 40-
year-old voting pattern in 
France, where one-quarter of 
the population opts for the ex-

treme parties. In the early 
197 Os, the Communist Party 
held about 20 percent of that 
electorate, but now the various 
Communist streams have been 
reduced to about 10 percent 
and the extreme right has 
grabbed the balance. 

The second theory attrib­
utes Le Pen's success to the 
deep disenchantment of a 
population seeking a scape­
goat, and figures confirm that 
Le Pen voters have a much 
higher degree of pessimism 
about their own lives than do 
supporters of mainstream par­
ties. And since Le Pen's plat­
form is built on a rejection of 
immigrants, he apparently ap­
peals to the unemployed, in­
dustrial workers and people liv­
ing near concentrations of 
immigrants. He drew support, 
for example, in the south of 
France, where there are big 
Muslim communities, and in 
eastern Al3ace, his campaign 
poster portrayed a woman in a 
lace Alsatian bonnet wearing a 
Chador. Around Paris, the red 
belt of the traditional Commu­
nist stalwarts-where unem­
ployment is high-went for Le 
Pen. 

Politicians of both the left 
and the traditional right have 
agreed publicly that removing 
the disenchantment that forms 
the foundation for the extreme 
right is the number-one prior­
ity of the next seven-year 
presidential term.-BRIGID 
JANSSEN 

ROME 
Renewed 
Terrorism? 

H as terrorism returned to 
strike at Italy? Italian 

public opinion and the press 
are asking themselves this 
question with a shiver of appre­
hension after the sudden series 
of assassinations that stained 
the beginning of spring with 
blood. The massacre in Naples, 
where a car stuffed with explo­
sives parked in front of an 
American military club claimed 
five victims, and the execution 
of Senator Roberto Ruffilli, the 
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Is terrorism striking at Italy again? Above, a terrorist raid on a postal van that killed three policemen in 
February 1987. 

right arm of the secretary of 
the Christian Democratic 
Party, Ciriaco De Mita, have 
undoubtedly called to mind the 
so-called "years of lead" when 
both national and international 
terrorism seemed to operate 
undisturbed in Italy. 

Analogies were immediately 
drawn, especially between the 
Ruffilli murder and that of the 
then Christian Democratic 
leader Aldo Moro 10 years 
ago-a crime that is still sol­
idly anchored in the collective 
memory of the country. Like 
Moro, Ruffilli, too, although a 
much less known political fig­
ure, was a fervent advocate of 
institutional reform. He was 
convinced that Italy was suffi­
ciently mature to radically 
modify, in a more democratic 
direction, the basis of its regu­
lations. This conviction was 
considered dangerous by the 
forces of subversion, which can 
hope to make converts only in 
an atmosphere of backward­
ness, malaise and general con­
fusion. By killing Ruffilli at the 
same time at which De Mita 
was laboriously managing to 
form his coalition government 
(which many predict will last a 
long time), the terrorists in-

. tended to send a strong warn-

10 EUROPE 

ing to the neo-Prime Minister. 
But in fact this analogy does 

not hold up-and, once the ini­
tial dismay and perplexity had 
passed, all the analysts and ex­
perts on terrorism found them­
selves in agreement on this 
point. There are various rea­
sons. First of all, the Italy of 
today is not the same as the 
Italy of 10 years ago. It has 
finally earned a place on the list 
of first-class Western powers 
and has achieved a prominent 
economic weight that sets it 
beyond the reach of adventur­
ism and revolutionary tenta­
tions-Italy has acquired a 
"taste" for stability. Moreover, 
for the first time, it has a clear 
idea of its role on the interna­
tional level, as demonstrated, 
for example, by the continuous 
initiatives that are almost al­
ways successfully undertaken 
by its captains of industry on 
foreign markets. Under these 
conditions, and with a working 
class that is substantially more 
satisfied than it was years ago ( · 
and the proof is in part the 
diminished interest in the tra­
ditional and more politicized 
unions), invitations to support 
radical and destabilizing 
change are finding little inter­
est. 

One also must keep in mind 
the profound difference in the 
composition of the terrorist nu­
clei that disrupted Italy and Eu­
rope in the 1970s, and that 
which seems to be resurfacing 
today. First of all, the numbers 
are quite different. Domenico 
Sica, a leading judge involved 
in many battles against the Red 
Brigades and other subversive 
groups, says that today "there 
are at most 100 terrorists in 
Italy, including direct support­
ers, flanking members and 
sympathizers." Most agree 
with this estimate, and al­
though it does not alleviate the 
seriousness of the "problem," 
it helps in any case to set one's 
mind at ease. It is true that for 
almost a year now experts 
have registered attempts at re­
organization between the two 
meager factions formed when 
the Red Brigades split up in 
1985. But they do not have the 
same political and emotional 
pull as before. And, most im­
portantly, they no longer have 
the same strength. 

This is demonstrated by the 
choice of victims, which, al­
though emblematic from a 
strategic point of view, are cer­
tainly minor figures and de­
fenseless-that is, easy to hit. 

Further proof is the fact that 
less than 48 hours after Ruffil­
li' s assassination and the mas­
sacre in Naples, the police 
were able to furnish the news­
papers with the photographs 
and data of the terrorists held 
responsible for the acts. Pier 
Luigi Vigna, another anti-ter­
rorism judge, says: "Now they 
make a hit once a year to show 
they exist." And Giorgio La 
Mal£, leader of the Republican 
Party, synthesizes: "The ter­
rorists have been defeated. 
This is just the poisonous tail 
end." 

In any case, the new chain of 
murders has had an initial con­
crete effect, by making the in­
creasing number of politicians 
who favor the so-called "par­
doning" take another look at 
their stance. The "pardoners" 
want to grant amnesty to an 
entire generation of historical 
leaders of terrorism who have 
been languishing in prison for 
years. Departing from the 
premise that in the battle be­
tween the state and subversion 
the former has by now won, 
many want to show clemency 
toward those who are willing to 
concede the end of the fight. 
They are all now reconsider­
ing.-NICCOLO D' AQUINO 

LUXEMBOURG 
Diversity 
Of Culture 

A quick glance at the 
newspapers last month 

revealed that of the 18 movies 
showing in the city of Luxem­
bourg, 12 were American or 
British and were being pre­
sented in their original 
undubbed versions. There is a 
good practical reason why the 
soundtracks are left un­
changed-if one were to dub 
the voices, what language 
would one choose? For there 
are three official languages in 
Luxembourg: French, German 
and Letzburgesch, which is con­
sidered by its speakers to be 
the true national tongue. But a 
good case could also be made 
for translation into Portu­
guese, spoken by about 10 per-



cent of the population, or even 
Italian. 

What the movie guides are 
really illustrating is not so 
much the use of English as a 
common linguistic denomina­
tor in Luxembourg as the ex­
tent to which different national 
tastes and cultures are allowed 
to flourish without interfer­
ence and indeed without at­
tracting much comment. On a 
single day recently one could 
see any of three plays in 
Letzburgesch, attend flamenco 
dancing lessons, watch base­
ball or take part in a Danish 
religious service, among many 
other things. These are not 
one-off events, but rather part 
of a permanent fabric of social 
activity serving about a score 
of clearly defined linguistic 
communities. 

Since almost one in three of 
all those living in Luxembourg 
is a foreigner, the diversity of 
interests is understandable. 
Moreover, the vast majority of 
foreign citizens seldom put 
down roots, so that there is 
remarkably little assimilation 
of them into the family and 
social life of native Luxem­
bourgers. Whether migrant 
workers from Portugal or Italy, 
bankers from America and 
Scandinavia, or European 
Community officials from Brit­
ain, France, Germany or Bel­
giurri, the foreigners tend to 
fraternize only with their 
compatriots. A cynic might put 
this down to the deeply rooted 
conservatism of the Luxem­
bourgers. Yet, if this is true, it 

is accompanied by an admira­
ble tolerance and self-discipline 
that leaves the city refresh­
ingly free from any kind of so­
cial unrest or discrimination. 

Broadly, the foreigners can 
be divided into two groups. 
The man who mends the roads 
or takes the garbage away, for 
instance, is more than likely to 
be a Portuguese or Italian mi­
grant worker. At the other end 
of the social scale are the bank­
ers, businessmen and E.C. em­
ployees, patronizing the top 
restaurants and golf courses. 
In between are the Luxem­
bourgers, providing some input 
upward and downward, but ba­
sically constituting a solid and 
largely inconspicuous nuddle 
class. 

The system draws few seri­
ous complaints from any of 
these groups. It is true that 
immigrants' associations lobby 
constantly for the right of for­
eigners to vote in local elec­
tions, as is the case in some 
other European countries, but 
given the size of the migrant 
communities this could spell 
serious upheaval and is under­
standably resisted by the Lux­
embourg authonties. It has to 
be said that very few immi­
grants make any major effort 
to learn any of Luxembourg's 
official languages-most of 
them seem happy to work hard 
for a few years and return 
home with a relative fortune. 

Yet there is an undercurrent 
of concern that tensions could 
increase in later years as the 
proportion of foreign workers 
and their families rises still fur­
ther. The Luxembourgers are 
not prolific breeders and there 
are calculations that within a 
generation or so, half the popu­
lation could be foreign. In many 
countries this would be a cause 
for panic, but in Luxembourg, 
it has given rise to a muted 
nationalism and renewed cher­
ishing of the Letzburgesch 
tongue and all that it stands for. 
In the sense of being so cru­
cially dependent on other coun­
tries for trade and labor, Lux­
embourg is unique in Europe, 
but that does not prevent it 
from having a deep sense of 
national identity and pride.­
ALAN OSBORN 
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DUBLIN 
Fishing 
Paradise? 

T he image of Ireland be­
loved by the promoters of 

tourism, that of the relaxed 
fisherman casting his rod in a 
remote river, or puffing his 
pipe in a boat on a beautiful 
lake, has been hit by the "rod­
law war," which has been rag­
ing between a revenue-hungry 
government and the country's 
150,000 angry anglers. As a 
result, foreign tourists, arriv­
ing for the traditional May fly 
fishing season, were caught in 

not expensive ($24 for trout, 
$16 for coarse-fishing), the 
fishermen rose in revolt. It was 
they who had re-stocked the 
lakes and rivers for years 
through their angling clubs­
and without any government 
help-and gave the right to 
foreign visitors to fish for these 
stocks for a modest fee of $3. 
The fishermen did not believe 
that the money collected by the 
government would be used to 
develop inland fisheries­
mindful of how neglected many 
of the minor roads of the coun­
try remain in spite of the an­
nual road tax. They also criti­
cized the new penalties, which 
can include up to two years' 

lakes and rivers needed new 
capital for their development, 
which would benefit the fisher­
men. He added that similar li­
censes existed in Britain and 
Northern Ireland, and that 
more fishermen would take out 
the new license if they were 
not being intimidated. 

The protest campaign led to 
signs warning "No Fishing" 
and "Rod license holders not 
welcome here," and a "boat 
strike" was called by the iocal 
boatmen, for whom such action 
means a serious loss in income. 
Even hotel owners who are af­
fected by the campaign reluc­
tantly supported it while won­
dering how to explain it to their 

Irish anglers and fishermen have been angrily protesting the Irish Government's new law to introduce 
fishing licenses for everyone. 

the middle of the hostilities. 
For years, fishermen did not 

need a license for coarse or 
trout fishing on Ireland's well­
stocked rivers and lakes, which 
have increasingly drawn an­
glers from countries where 
pollution has ruined the sport. 
But this year, as part of its 
cost -cutting policies, the Irish 
Government introduced li­
censes for these categories 
while promising that part of 
the estimated $900,000 reve­
nue would be used for re-stock­
ing and for combating any pol­
lution threat. 

Although the licenses were 
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imprisonment and $3,000 in 
fines. 

The chairman of the Anti­
Rod License Campaign, Mi­
chael Bowman, who also is a 
government employee, noted 
that: "The anglers have a su­
perior squatter's right to be on 
the lakes, having fished them 
license-free for centuries. 
Once we pay a license, we will 
be conceding whatever rights 
we have on those waters." 
Brendan Daly, the Minister for 
the Marine who introduced the 
new licenses, was not im­
pressed by these arguments, 
however, insisting . that the 

visitors. For them, in turn, it 
has been a dilemma, trying to 
decide whether to pay for a 
license and risk being denied a 
boat, or support the protest 
and risk being prosecuted for 
having no license. 

The officials enforcing the 
new law have received many 
anonymous threats by letter 
and telephone, such as "Get 
your coffin" and "Death will 
come in the middle of the 
night." The most serious inci­
dent was the destruction of 
60,000 baby salmon at a gov­
ernment hatchery where Pres­
ident Ronald Reagan stayed 

during his 1982 visit to the 
west of Ireland. 

The judges who tried the 
first prosecutions against an­
glers defying the law were 
sympathetic, but said the law 
had to be observed. The first 
man to be fined, an unem­
ployed laborer living beside 
Lough Corrib in County Gal­
way, said: "It is not the money 
we are fighting over, it's the 
freedom of the lake." 

For the Government, a deci­
sion to go back on its law to 
impose the licenses would risk 
undermining its tough stance 
against other pressure groups 
demanding concessions, such 
as teachers, police and prison 
officers and nurses, who all 
have been affected by the cuts 
in public expenditures. For the 
Tourist Board, which used to 
underline the attractions for 
fishermen, including the lack of 
licenses, it has been a night­
mare.-joE CARROLL E 
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BARBARA HALSIG 

I n the ongoing discussion in Canada on 
the merits and consequences of the 
free trade agreement (FTA) between 

Canada and the United States, one ele­
ment is hardly even mentioned: the impli­
cations of the pact on third countries. To 
be sure, whenever a foreign dignitary 
visits Canada, a sentence or two in every 
speech notes the beneficial effects of the 
"historic" pact for both the signatories 
and other countries, but so far there have 
been · analysis, forecast 

either in the press or in 
tanks to back up these 

, Canadians have 
almost exclusively on 

home · which indus-

WILL THE FREE TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND 
CANADA CHANGE TORONTO'S 
DEALINGS WITH THE E.C.? 

ans, but exactly the opposite happened: 
Its dependence on the American market 
grew from 69 percent to 7 6 oer·cerlt 
during the years of this ''Third Option.'' 

The fact that the figures could not 
disputed may have fueled the crrnunt'lllY< 

impression that the government, 
cupied with U.S.-Canadian trade 
tions, had put trade with other """"'"'"""""'"' 
like the E.C. on an unnecessarily 
warm back burner. Willy De Clercq, 
E. C. Commissioner responsible for 
nal relations and trade policy, said 
much during a trip to Ottawa in 
April. He characterized the Canadian 
tude the E.C. as one of 
ne~~lec:~:;~ · :an attitude "that we deplore 

anti Suffer- ot:l .' 41:1.1;~ ·-J.4V,I~;~r~!Y-

l ,.UJIC\,l' '''~· an 
a wrong signal has been 
during the years of neall'-e:xcl\ISiv'ff 
ing on the Canada-U.S. negotia 
Nothing is taken back from the reCUtting 
theme in Mulroney's speeches that '1free 
trade" -that is, secure access to an in­
creasingly protectionist U.S. market­
was a pragmatic necessity, an insurance 
for Canada's survival as a trading nation. 
Fully 25 percent of Canada's gross do­
mestic product, after all, is generated 
through international trade, and 80 pa-­
cent of that is trade with the United 
States. 



more 
misconceptions 
tries. Mulroney's 
cently admitted to foreign 
need to counteract the "wrong 
tions" that exist among Canada's other 
trading partners. They range from Japa­
nese worries about a "Fortress North 
America" to European concerns that 
Canada has turned away from them. It is 
a perception that Mulroney is now trying 
to dispel. . 

According to a "turnabout" 
4 meeting was first 

C. Commission 
in Brussels, 

Prime Minis­
to establish closer 

was reinforced dur-
t>et,wef~n De Clercq and 

"I have the impres­
authorities are abso­
of the necessity to 

attitude," said De Clercq 
................... " that they are willing 
strengthen, increase not only 
of trade, commerce and eco-

"elatlotls, but also in the level of 
relations with the European 

and its member states." 
can only speculate how much this 

attention toward Europe has to 
with the many little that 

f::J~i''T't.C.U.C.1'-f-h•:)I.C.C>e> made U'-<;lUUJIA'-.::0 

in particular the recent 
Community in a GATT 
unfair trade practices 
exports to Canada: 

interpreted that to a large extefil.;;•:: UM~:; 
reason for Mulroney's suggestion of 
proved . communication." Whatever 
motivating factor, De Clercq was moved 1· 6ltlall••Bal 
Q;Umo,un<~e in Canada that "we are going 

a new chapter in the book of 
relations, and one of the 
· new chapter in my opinion 

there would be more close 
contacts, more frequent contacts, with a 
view of trying if not always to solve, 
anyway to limit the irritants or the con­
flicts or the tensions we indeed inevitably 
have between trading partners like Can­
ada and the European Community.'' 

Mulroney will have more opportunities 
in the coming months to reassure the 
E.C. and Canada's other trading partners 
about Canada's continued strong commit­
ment to multilateral trade. On June 19-21 
he will host the Western Economic Sum­
mit, and, in December, the midtemL re­
view of the Uruguay Round takes place in 
Montreal. Mulroney's personal represen­
tative for the economic summit and Am­
bassador for Multilateral Trade Negotia­
tions Dr. Sylvia Ostry is convinced that 
the FTA will not be an issue of contention 
at these discussions, and certainly will not 
be mentioned in the context of trading 
blocs. On the contrary, she says, at a time 
when everybody is concerned about U.S. 
trade protectionism, ratification by the 
Congress will send an important signal to 
all about liberalization. 

But what about the effect of "free 
trade" on the prospects for revitalized 
E.C.-Canada business? There are several 
strong components to this question. Pro-

ada, an 
that theFTA 
petitive globally, 
nomic strength with tH!r:.~~su 

with all will increase. 
disadvantage, he says, as a 
that could not exploit its 
scale, and "free trade gives it an 
nity to do so." 

Official statements by the E.C. on free 
trade have yet to be ,·~ .~nf'!n--nr 

appears to be taking a wa1r-anno~ 
tude-but privately officials 
hope that the economies of ~r.;~tP!\l! 'Wift •'L 

result in more overseas trade being 'stiitib~rl'!t 
ulated. While in Ottawa, De Clercq 
the standard cautious answer: ''We do 
have objections ... as long as the FTA 
responds to the letter and the spirit of the 
GATT, which means as long as the conse­
quence or the result of the FTA is an 
increase in trade flows not only between 
the United States and Canada, but be­
tween Canada and the rest of the world­
including of course, the European Com­
munity." 

Jacques S. Roy, Assistant Deputy Min­
ister for Europe at£anada's Department 
for External Affairs insists that there is 
no reason to worry. The agreement is 
"fully GAIT-compatible," he says, and: 

Continued on page :.t6. 
Barbara Halsig is a freelance writer based in Ot• 
tawa. 
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U.S.-E.C. DISPUTES 
NEVERTHELESS, CLIMATE HAS IMPROVED 
CONSIDERABLY IN RECENT YEARS. 

NANCY DUNNE 

fter several 
years of con­
flicts that 

threatened to escalate 
into serious trade war, 
the United States and 
the European Commu­
nity appear to be suffer­
ing "combat fatigue." 
The disagreements are 
as abundant as ever, 
but settlements labori­
ously stitched together 
over the past two years 
have, for the moment 
at least, calmed the wa­
ters 41 the trans-Atlan­
tic relationship. 

source of friction. U.S. 
farm sales are now en­
joying a boomlet out­
side Europe, owed in 
large part to the United 
States' Export En­
hancement subsidy pro­
gram originally de­
signed to force the E. C. 
to end its own export 
subsidies. 

In the first quarter of 
1988, American agri­
cultural exports shot up 
10 percent over the im­
proved pace of 1987. 
Agriculture Depart­
ment officials have 
forecast 1987-88 ex­
ports at $32.5 billion, 

~ up from $27.9 billion 
~ the previous 18 
~ months. They are exul-
11: tant over a jwnp in sub-
z 
; sidized wheat sales to 
~ the Soviet Union and 
~ 

~ China; strong maize 
~ sales to the Soviet 
; Union, South Korea 
! and Japan; and im­
~ proved soybean sales to 
~ Brazil. The E.C. has 

Although the decibel 
level is reduced, basic 
differences remain. To 
make matters worse, 
the shrill rhetoric and 
threats of retaliation 
have left sore feelings 
and distrusts in both 
the United States and 
the Community. The 
Uruguay Round of in­
ternational trade talks 
was supposed to root 
out many of the dis­
putes, but in the U.S. 
view progress has been 

The E.C. has blocked action on an allegation of unfair trade brought by the 
American Soybean Association to the General Agreement on Tariffs and Trade. 

been outraged over the 
scope of American sub­
sidies, but it is gener-

disappointingly slow. Clayton Yeutter, the 
U.S. Trade Representative, had hoped by 
the time of the "mid-term review" in 
Montreal next December to get an agree­
ment phasing agricultural subsidies out of 
world trade, but the United States and 
the E.C. remain at odds over the issue. 

A European official complains bitterly 
that the Reagan Administration "wants 
only to leave some kind of testament 
behind" in the December meeting. "The 
Administration is trying to trick us into 
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making deals we don't like and calling 
them an 'early harvest'," she said. 

However, a still tenuous U.S. export 
recovery, spurred by the falling dollar, 
has helped to ease the tension on the 
American side. U.S. exports to the E.C. 
grew last year from $53.2 billion to $60.6 
billion with sales of computers, chemicals, 
manufactured products, machinery, pollu­
tion control equipment, beverages and 
tobacco all rising. 

Agricultural trade has been a key 

ally accepted that no agreement on the 
issue is likely outside of the Uruguay 
talks. 

In the meantime, the U.S. farm lobby 
still mourns its losses in the once lucra­
tive European market and complains of 
subsidies that boost E.C. production. It 
grwnbles that the E.C. is lagging behind 
on its promise to buy 2.3 million tons of 
maize and sorghum each year until 
1990-a settlement in the dispute over 
the Spanish accession to the Community. 



But Yeutter acknowledged that he had 
"no alternative" beyond accepting that 
delay along with E.C. assurances that 
next year's purchases would be made 
according to schedule. 

Other agricultural quarrels are still 
simmering. The E.C. has blocked action 
on an allegation of unfair trade brought by 
the American Soybean Association (ASA) 
to the General Agreement on Tariffs and 
Trade (GATT). The Association says that 
U.S. soybean exports have fallen from 
$3.7 billion five years ago to $2 billion last 
year, and they blame the E.C. subsidies 
paid to farmers and processors of oilseed 
products. These payments, according to 
ASA, allow E.C. processors to earn larger 
profits from European oilseeds rather 
than on imports, thus undermining a 
duty-free concession on soybeans the 
United States negotiated with the E.C. in 
1962. 

E.C. officials say the regime has been 
operating for 22 years, during which time 
no one complained. They insist that it has 
not affected overall E.C. imports of oil­
seeds and they maintain that American 
soybeans are simply losing ground to 
competition from Brazil and Argentina. A 
spokesman for the U.S. Trade Represen­
tative said the E.C. blocking action at the 
GATT is "disturbing." But the hard-line 
threats heard two years ago are notable 
by their absence. 

The Reagan Administration also has 
complained about a new E.C. program to 
subsidize the production of long-grain 
rice. The scheme was introduced last 
September to persuade rice growers in 
the E.C.'s Mediterranean states to switch 
from round-grain to long-grain, which is 
more in demand. The United States com­
plained to the Uruguay Round surveil­
lance body that the program violates the 
standstill commitment under which gov­
ernments promised not to introduce new 
protective measures while the interna­
tional trade talks were underway. The 
E.C. excuses the program on grounds 
that it will be limited in scope, time and 
volume. It is scheduled to last from three 
years to five years. 

The two sides are squabbling over 
American meat exports as well. The E. C. 
has issued a list of 75 plants that it said 
meet its high standards for imports. The 
American meat industry, while pleased 
with the high number of plants on the list, 
says the E.C. is forcing requirements in 
American plants it does not impose on 
European facilities. 

A battle over the E.C.-imposed ban on 
hormone-produced beef was postponed 
last November when E.C. Agriculture 

Ministers agreed to delay the ban for one 
year. The United States says it hopes 
Europe will rethink the issue and is push­
ing for the appointments of a veterinary 
committee in the GATT to acquire scien­
tific evidence. A spokesman for the 
American meat industry said the E. C. has 
indicated that it would like to pursue a 
bilateral settlement. There is a $105-
million market at stake, and imposition of 
the hormone ban in the end could create 
"big trouble," he said. 

Meanwhile, the E. C. has its complaints 
about the United States. It has told the 
GATT that it wants to retaliate against 
$246.8 million of American exports as 

In the first quarter of 1988, American 
agricultural exports shot up I 0 percent over 
the improved pace of 1987, owed in large 
part to the Export Enhancement Program. 

dies: about $23 billion, directly and indi­
rectly, between 1978 and 1987 to Boeing 
Company and McDonnell Douglas Cor­
poration. These subsidies, the report al­
leged, are "often masked to protect them 
from the vagaries of the changing Ameri­
can political philosophies." 

An indignant Yeutter responded that 
the study is riddled with "false conclu­
sions" and that it is designed to distract 
from the real issues over U.S. complaints 
about unfair subsidies to the Airbus con­
sortium. "It is the four European govern­
ments [the United Kingdom, France, the 
Federal Republic of Germany and Spain] 
that have lavished gigantic sums on Air­
bus for nearly two decades," he said. 

In hope of resolving the dispute, Airbus ~ 
officials have been talking to Lockheed g 
and McDonnell Douglas about joint § 
projects. Michel Noir, the French Foreign 1E 

Trade Minister, said that Airbus had been g 
pressured into the negotiations. Also in- ~ 

t-

dignant, he complained about U.S. de- § 
mands for full details of Airbus accounts ~ 

z 
and remarks by · American officials ques- ii! 
tioning whether or not the E.C. was seri- ~ 
ous about getting the problem resolved. ~ 
One proposal for a solution to the Airbus @ 

affair came from the British Conservative 
group of the European Parliament, which 
called on the Airbus governments to tum 
the consortium into a public limited com-
pany. 

t--------------""1--1 The outlook for these and other dis-

compensation for a 3.5-cent per barrel 
U.S. tax on crude oil, instituted by Con­
gress to raise money for toxic waste 
clean-up. The U.S. side is likely to accept 
its punishment rather than try to get 
Congress to withdraw the tax. 

The potentially most explosive non­
agricultural dispute between the two 
sides centers on European subsidies to 
Airbus Industrie. A meeting in March 
failed to resolve the issue and a scheduled 
negotiation in May has been postponed. 
The E. C. argues-and it released a study 
in support of the contention-that the 
United States has provided its own subsi-

>-
putes is hazy. Much depends on the ~ 
progress of the GATT negotiations. Con- " 

2 gress and the Reagan Administration are o 
1E 

still locked in battle over a trade bill, ~ 
which would give the American executive ~ 
branch the authority to conduct the nego- ~ 
tiations. Without that authority, headway ;2 

\2. 
in the GATT may be slow. ~ 

The trade bill itself contains the poten- ~ 
I 

tial for more mischief. It would, for exam- !z 
ple, try to open European telecommuni- ~ 
cations markets to U.S. products and @ 

could impose retaliation if those markets 
remain closed. Action could well bring 
counter-action. 

The great wild card is the November 
election, and the new U.S. Administration 
to come to power next year. Neither of 
the two likely candidates-Vice Presi­
dent George Bush and Massachusetts 
Governor Michael Dukakis-is avowedly 
protectionist. It is far from clear if either 
will choose the path of confrontation or of 
negotiation in his trade relations with ' 
Europe. Still, if American exports con­
tinue to flourish, then argument for trade 
peace will have all the more force. E 
Nancy Dunne reports from Washington, D.C., for 
the Financial Times. 
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BUSINESS/FRANCHISING 

EDMUND L. ANDREWS 

G iven the obstacles, what is most 
surprising about European fran­
chising is how fast its recent 

growth has been. Mter lagging behind 
American chains for years, European 
franchisors have been growing at better 
than 10 percent a year since the late 
1970s. Last year, some 1,900 chains ac­
counted for sales of 33 billion ECU (about 
$40 billion)-a little more than 10 per­
cent of total retail sales. 

EUROPEAN 
FRANCHISORS 

GO GLOBAL 

18 EUROPE 

The Columbus 
Avenue Descamps 

boutique in New York 
City is the newest of 

the French firm's nine 
franchise operations 
in the United States. 

DRAFT E.C. 
DIRECTIVE 
MAY SPEED 
GROWTH. 

Indeed, European 
franchisors are now 
beglluring to roll out 
their concepts beyond 
continental Europe. 
Benetton, the hugely 
successful licensor of 

· Italian clothing, now 
boasts 4,000 licensed 
outlets worldwide. 
The Body Shop, a 12-
year-old British chain 
of cosmetic shops, 

~now has more than 
~ 200 outlets in 31 

_ 3 countries outside the 
:~ ~United Kingdom. 
~Deschamps, the 
~French chain of 180 
~linen stores, is fran­
~ chising in the United 

...._ ....... ...__ .. 8 States and Canada 
and recently opened an outlet in Beirut. 
Fastframe Franchises Ltd., a chain of 
more than 50 while-you-wait framing 
stores, has opened 14 franchised outlets 
in the United States since late 1987, with 
another to open by midsummer. 

None of this has come easily. Franchis­
ing depends on large markets, where a 

bright entrepreneur can perfect a retail­
ing concept and stamp out copies over 
and over again. European franchisors 
have been cramped by their borders, 
hampered not only by language and cur­
rency barriers, but by widely varying 
legal requirements as well. 

Increasingly, however, the favorable 
economics of franchising are over­
shadowing the obstacles. "The explosion 
started in the late 1970's," says Marcel 
Coppens, Secretary General of the Brus­
sels-based European Franchising Federa­
tion (EFF). "On the one hand, it became 
more and more difficult for the small 
businessman to survive in the face of 
growing competition from large corpora­
tions, which were becoming more profes­
sional in both producing and selling 
.... From the other side, the franchisors, 
it became important to have people who 
were more highly motivated than salaried 
managers." 

Several developments now promise to 
accelerate the pace even more. Last 
June, the E.C. Commission proposed a 
draft regulation that would provide a 
common legal basis for franchise agree­
ments throughout the Community. It 
would also protect franchisees against 
certain kinds of heavy-handed domination 
by franchisors. 

Also important is Europe's move to a 
unified internal market by 1992. Retail 
products-which franchisees often buy 
wholesale from their franchisors-will 
flow more smoothly as lingering barriers 
come down. Franchisors also hope to gain 
from greater ease in currency flows and 
increased travel. 

The approach of 1992 "will make it 
easier for major operations to become 
more effective," says Peter Stem, senior 
franchise manager for National Westmin­
ster Bank in London. "Hopefully, we'll all 
be thinking of this as one market, and 
simply the fact that we do think of it as 
one market will move things along." 

A third development is the increased 
acceptance of franchising in business cir­
cles. Since 1980, for example, most major 
British banks have launched lending divi­
sions devoted exclusively to packaging 
loans for franchisees. Most E.C. member 
states now have franchise trade associa­
tions, which coordinate their efforts 
through the European Franchising Fed­
eration. Industry participants give the 
Federation credit for prodding the Com­
mission to come up with a new franchise 
regulation. 

"When I first came to England, people 
couldn't conceive of what I was doing," 
recalls Jules Lederer, founder of Budget 



john Scott is 
president of Britain's 
Fastframe Franchises 
Ltd., a chain of more 

than SO while-you­
wait framing stores 
that has opened 14 

outlets in the United 
States since late 1987. 

Rent-A-Car, which expanded from the 
United States to Britain in 1966. "Now 
that you have examples of people earning 
good returns, there's what you might call 
a 'contagion' ... .It's a universal, West 
European trend." 

Industry observers say the E.C.'s pro­
posed regulation on franchising is an im­
portant step forward. Upon final adop­
tion, expected later this year, the 
regulation will give franchisors broad ap­
proval to award exclusive territories to 
franchisees. This is a basic feature of 
most franchise agreements, but it was in 
technical violation of an E.C. rule prohib­
iting market -sharing agreements. 

The E.C. rule is designed to prevent 
cartels betweyn competing suppliers of, 
say, soybeans. By contrast, franchise 
agreements restrict use of a brand name, 
an image or a business format. Two years 
ago, however, a rebellious franchisee 
used the E.C. rule to invalidate its agree­
ment with Pronuptia de Paris, a retailer 
of wedding dresses. The E.C. ultimately 
gave Pronuptia an exemption to its rule, 
but it left open the possibility that every 

other fr anchisor 
might have to get its 
own, separate exemp­
tion as well. T hat 
would have opened a 
huge loophole for any 
franchisee tired of 
paying management 

u fees to franchisors. 
~ The new "block ex­
~ emption" would put 
~ that concern to rest. 
~ But it goes further, 
~ laying down manda­
~ tory franchise guide­
~ lines that will apply 
§ throughout the Com­
"- munity. For example, 

it would prohibit fran­
chisors from dictating 

retail prices charged by franchisees. But 
it would permit the franchisor to restrict 
outlets from selling products that com­
pete with its brandname products. 

"There isn't a single European country 
that has franchise laws [of its own]," says 
the EFF' s Marcel Coppens. "They have 
codes of ethics, but franchisors aren't 
required to go by them .... Now there's a 
legal basis you can stand on, and that's 
the same all over Europe. There will be 
more order, and it will be fairer." 

Numerous obstacles still hinder inter­
national expansion. Different languages 
and cultures require different marketing 
and promotional material. Overseas oper­
ations present problems of long-distance 

management. Different legal systems im­
pose new requirements. 

Many franchisors sell a "master" fran­
chise, conferring rights to an entire coun­
try to one firm, which in turn awards 
territorial franchises. This eases the 
management problem, but it loosens the 
parent company's control. Fastframe, 
based in Newcastle, England, retained a 
measure of control by awarding a master 
franchise for the United States to one of 
its managing directors, John Scott. To 
make sure the U.S. stores followed the 
U.K. framework, Scott literally shipped 
all the fixtures for a pilot store from 
England to California. 

Dyno Rod, a British sewer-and-drain 
service, awarded master franchises to 
operators in small markets like Hong 
Kong, Singapore and Bahrain. But it 
formed a subsidiary, in a joint venture 
with a British industrial firm, to roll out in 
the United States. The U.S. firm is run by 
Clive Smith, Dyno Rod's director of fran­
chising. "We wanted to retain control," 
says Smith, who has been testing Dyno 
Rod with a handful of company-owned 
stores in the United States. U.S. fran­
chise sales are expected to begin by early 
next year. 

Differing legal requirements continue 
to hinder international franchising. Amer­
ican disclosure requirements are far 
more extensive than those in any Euro­
pean country. Not only that, several state 
governments (including California) im­
pose more stringent requirements than 
the federal government in Washington. 

In Europe, countless technical differ­
ences add to the cost of expanding into 
different member states. One example: in 
the United Kingdom, a "licensor" is sim- : 
ply a person or a company who conveys 
marketing rights to a product in exchange 
for a percentage of sales. In the Benelux 
countries, though, a licensor bears ulti­
mate responsibility for any liabilities as­
sumed by the licensee. 

Despite the problems, at least one 
. American observer says he's convinced 

that European franchising is coming of 
age. Says Jules Lederer, founder of Bud­
get Rent-A-Car and now a consultant on 
European development for Francorp., a 
U.S. franchise consulting firm, "Amen, 
absolutely and why not? That's the 
trend." E 

Edmund L. Andrews is a freelance business writer 
based in Washington, D.C. 
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BUSINESS/EXHIBITIONS 

TRADE FAIRS 
DRAW 

U.S. FIRMS 
TO THE E.C. 

46,000 visitors from 77 
countries attended a 

recent "Domotechnica" 
household appliances 
trade fair in Cologne. 

JULIAN WEISS 

A s far back as the 16th century, 
trade fairs were a potent means 
of luring international traders 

from afar to a central geographic point­
at a specific time-and forging ties that 
are the substance of world trade. 

Few of the legendary fairs and expo­
sitions that thrived on this formula have 
survived the test of time. One remains an 
institution. It is the Hanover Fair, some­
times termed "the fair of fairs" because 
of its enormous attendance and the im­
portance that is attached to it by compa­
nies hoping to sell goods to all comers of 
the Western world. What is perhaps most 
significant about Hanover today is that 
Asians increasingly are showing up with 
business cards and corporate purchasing 
agents. In 1987, they were among the 
more than 450,000 participants who vis-

"ONE-STOP" 
SHOPPING 
AND SALES TRIPS 
CAN LEAD TO 
MANY CONTRACTS. 

ited 10 separate exhibitions covering 
fields ranging from biotechnology to fac­
tory automation to pollution abatement 
equipment. 

Although a variety of selling and pro­
motional techniques are available to com­
panies selling across national borders, 
few can quarrel with the notion that 
bringing merchants together under a sin­
gle roof for a few days appeals to prospec­
tive buyers. There is still evidence that 
the attraction of "one-stop" shopping and 
sales trips can lead to sales contracts. 
"The main advantage is that competitors 
are all placed together in a single spot, 
along with sales staff," asserts David 
Earl, an export -promotion specialist at 
the U.s.· Department of Commerce. 
"When we surveyed businesses going to 
Europe to participate, we found that, in 
general, companies tend to express sat­
isfaction with the concept.'' 



The Cologne trade 
fair center has 
floor space of 

227,000 square 
meters and 

parking for 14,000 
cars. 

He believes buyers of machinery, hard­
ware, software and new technologies en­
joy comparing what is available. An Italian 
Embassy commercial attache based in 
Chicago speaks for many of his col­
leagues. "At a trade show, we really put 
our best foot forward, so to speak. We can 
show that E.C. technology is world-class. 
We can demonstrate equipment. All· this 
really improves the visibility of products 
in a very competitive world." 

The benefits of large-scale trade shows 
are not confined to short-term sales con­
tracts. In Bonn, officials at the West Ger­
man trade agency insist that the assort­
ment of specialized Hanover shows, 
which continue for much of the year, are a 
powerful tool for their own country's ex­
porters. Some $280 billion in exports 
were tallied last year, and the Federal 
Republic has a much higher share of its 
gross nationai product earmarked for ex­
port than any other nation, including Ja­
pan. Nearly 100,000 companies exhibited 
at the largest 100 fairs held in the coun­
try during 1986. 

As is true in cases where states or 
provinces conduct well organized interna­
tional trade expositions, Hanover and ad­
joining regions of Saxony have scored 
tangible economic benefits. Joachim 
Schafer, a representative of the state, 
points to one spinoff: ''In one of the 1987 
Hanover fairs, Biotechnica, we devoted 
space and time to educational programs 
for businessmen and -women. These cov­
ered research into biotechnology applica­
tions, financing of new technologies and 
other programs that, we are sure, really 
helped companies collect practical in­
formation.'' 

It is easy to see why Hanover remains 
the preeminent European trade show for 
many corporations on both sides of the 
Atlantic. The sheer size of the events is 
staggering: The parking lot can hold 

50,000 vehicles. It is truly a city within a 
city, and its exhibition space covers an 
area the size of 100 American football 
fields. 

The grounds are fully international­
ized, with translation staff handling exhib­
itor and visitor requests, plus a multi­
lingual videotext network providing 
information about daily events. Steps 
over the years to cater to non-Europeans 
have proved successful. Until recently, 70 
percent of attendees and potential buyers 
were from the Federeal Republic of Ger­
many, France and the United Kingdom. 
Data collected by fair managers, how­
ever, show this mix is changing as Asians 
and Americans sense the vibrant E.C. 
markets in a host of sophisticated prod­
ucts. Independent sources estimate that 
Germany's market in computers and 
peripherals is growing at 15 percent to 
18 percent a year and should reach $15 
billion by 1989. Similarly, projections for 
use of factory automation equipment and 
computer-assisted manufacturing design 
systems point to dramatic sales potential 
across the 12 E.C. member countries. 

East Asians are showing particular in­
terest in buying space at the Hanover 
Fairs. A trio of rapidly industrializing na­
tions in the area-Taiwan, South Korea, 
and Singapore-and Hong Kong have 
lost specialized status for their U.S.­
bound exports. While other sets of mar­
ket restrictions hinder complete access to 
Western Europe, these countries cur­
rently are keen on diversifying purchases 
of their machinery, electronics and even 
certain products in biotechnology that 
satisfy niche markets (such as those prod­
ucts made with indigenous herbs). 

Costs of renting space-which are 
about $600 per square meter-have not 
prohibited medium-sized firms from 
exhibiting. Because exhibiting requires 
sending staff, as well as other support and 

entertainment costs, it generally attracts 
only firms with an ability to maneuver in 
the complex and often costly arena of 
global commerce. According to the Com­
merce Department, the cost for each 
sales lead generated at an event such as 
the Hanover Fair is above the $100 
mark-substantially higher than it was a 
few years ago. 

"While a major multinational corpora­
tion such as ours has certain objectives at 
one of the major trade fairs," says Martin 
Weitzner, a vice-president for Siemens, 
"a company breaking into trade has other 
sets of objectives." These may include 
simply developing a presence among the 
Rolms, ASEAS, ICIS or Nixdorfs. 

For multinational corporations as well 
as smaller companies, the payoffs come 
through sales leads. All the steps needed 
to prepare for contact with potential cli­
ents-technical and non-technical litera­
ture, display design, use of graphics and 
special effects-have become a science. 

Even those who prepare themselves 
well and whose efforts are rewarded 
must overcome certain obstacles. Peter 
Ruoppe, vice-president for research at 
Great Lakes Carbon, a graphite manufac­
turer outside Buffalo, says: "When we 
went to the synthetic materials show Dast 
year], we didn't have enough staff to sort 
out all the leads. That was frustrating. We 
met buyers from China, Britain, Saudi 
Arabia, Israel and France. This year, we'll 
have enough support staff." He and oth­
ers point out that experienced interpret­
ers must be contracted well in advance of 
any particular event. 

Hanover's focus on a cluster of regular, 
highly specialized, product -oriented fairs 
is only one way that the E. C. is keeping in 
step with-and ahead of-the changing 
environment of world trade. E 
Julian Weiss is the Washington, D.C. correspondent 
for japan journal. 
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:; INDUSTRY REPORT/FINANCE 

BANKING PROPOSAL 
WOULD GIVE EUROPEA~ 
FIRMS NEW FREEDOMS 
CENTRAL PROVISION WOULD ALLOW 
BRANCHES IN ANY E.C. COUNTRY. 

Banks in the 
E.C. have 
already begun 
to position 
themselves to 
cope with the 
impact. Right: 
the Dresdner 
Bank in 
Frankfurt. Inset: 
a National 
Westminster 
Bank branch in 
London. 
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PETER WILSON-SMITH 

Although 1992 is some way off and 
the timetable for implementing 
E.C. banking legislation has al­

ready slipped behind schedule, there can 
be no doubting the significance of the 
E.C.'s "Second Banking Coordination Di­
rective." The central aim of this directive 
recently proposed by the E.C. Commis­
sion is to allow banks in one European 
country freedom to do business in any 
other E.C. member state. It will have 
important effects on competition in some 
E.C. countries-particularly those with 
less mature banking sectors-which 
should be to the benefit of the users of 
financial services. 

Already banks in the E.C. have begun 
to position themselves to cope with the 

ropean market. 

impact. One of the 
most visible moves 
so far is the planned 
merger of two of the 
big Spanish banks, 
Banco de Bilbao and 
Banco de Vizcaya. 
Spain has a rela­
tively fragmented 
banking market and 
is seen by many for­
eign banks as an at­
tractive area for ex­
pansion. The 
merger between 
Banco de Bilbao and 
Banco de Vizcaya is 
aimed at creating a 
powerful domestic 
grouping that will be 
better able to com­
pete in a single Eu-

Other recent moves undertaken with 
the single European market in mind in­
clude the acquisition last year by Deut­
sche Bank of a bank in Italy and the 
attempt by Carlo De Benedetti, the Ital­
ian entrepreneur, to gain control of the 



Societe Generale in Belgium. And be­
cause banking as an industry now em­
braces many other types of financial ser­
vices, such as the securities business, it is 
impossible to ignore developments in this 
area. A number of European banks and 
fmancial institutions have bought into 
British securities firms and the same has 
been happening in France with the de­
regulation of the Paris Bourse. 

The second banking directive forms a 
key part of a package of measures being 
brought in by the E. C. to create a market 
free of barriers for financial services and 
its impact will inevitably depend on many 
of these other measures being imple­
mented. For instance, freedom of capital 
movements through the abolition of ex­
change controls throughout the E.C. is a 
necessary prerequisite. E.C. Finance 
Ministers are now hoping to reach final 
agreement on scrapping exchange con­
trols this month. 

The core proposal of the second bank­
ing directive is the introduction of a single 
banking license allowing a bank to oper­
ate throughout the Community. The li­
cense would be granted by the banking 
regulators in the country in which a bank 
is incorporated and it would enable the 
institution to operate E.C.-wide . either 
through foreign branches or simply by 
selling banking services across national 
frontiers. Private customers and compa­
nies would be able to open bank accounts 
throughout the E.C. and with banks of 
their choosing. 

The freedom granted by the single 
banking license covers not just lending 
money, but an extensive' range of core 
activities such as leasing, fund manage­
ment, mortgage lending, money broker­
ing and trading in securities both for the 
bank's own account and for its customers. 

Supervision of a bank and its branches 
throughout the E.C. would be carried out 
by the regulators in its home country of 
incorporation. This is one of the key prin­
ciples of the directive and it would also 

determine whether banks can engage in 
the other non-banking activities. For in­
stance, if a bank is allowed to manage 
investment funds or trade securities in its 
home country, its foreign E.C. branches 
also would be able to carry out these 
activities in the countries in which they 
are operating. 

The directive does impose limits on the 
extent to which banks can get involved in 
these other non-banking activities. They 
would not be allowed to commit more 
than 10 percent of their capital to any one 
activity, such as securities trading, and 
there is an overall limit of 50 percent of 
capital on their total non-banking busi­
ness. Even so, the principle of home coun­
try authorization-the idea that if a bank 
can do it in its home territory, it can also 
do it elsewhere in the E.C.-raises par-

from the principle of home country super­
vision. Article 12 of the directive makes it 
clear that the host country would retain 
the power to ensure that foreign bank 
branches in its territory are adequately 
provided against risks arising out of se­
curities trading. However, even this 
raises problems because under the direc­
tive, foreign branches, unlike foreign sub­
sidiaries, would not have to be separately 
capitalized. 

To cope with the myriad of complex 
problems this raises, the main securities 
regulator in the United Kingdom, the 

. Securities and Investments Board (sm), is 
now trying to agree memoranda of under­
standing with the home supervisors of 
foreign bank branches that carry out se­
curities business in the United Kingdom. 
The sm wants assurances that there will 

The ''second banking directive'' will open the door to 
profound changes in the European banking industry 

and competitive pressures will set the pace. 

ticular problems because at present 
banks in some E.C. countries have 
greater freedom than others to carry out 
non-banking business. 

The most important differences relate 
to securities trading, especially the de­
gree to which banks in different E.C. 
countries are allowed to participate in the 
secondary market. On the one hand, the 
Federal Republic of Germany has tradi­
tionally had a system of universal banks 
providing a full range of financial ser­
vices. But in many other E.C. countries 
there are various degrees of separation 
between securities business and deposit 
taking. And in countries such as the 
United Kingdom, authorization and regu­
lation of banking and securities are car­
ried out by different supervisory bodies. 

The second banking directive has had 
to take account of these differences by 
specifically excluding securities activities 

be enough capital available to back their 
securities activities. As a last resort, it 
has been suggested that if the sm was not 
satisfied, it might insist on foreign bank 
branches turning themselves into British 
subsidiaries. 

Many of these problems should disap­
pear as E. C.-wide legislation on securities 
business is agreed. Still being drafted is a 
directive on investment services that is 
designed to parallel the second banking 
directive. However, progress on this 
seems to be even slower than on the E. C. 
banking legislation. 

In the meantime, the differences be­
tween member states over the extent to 
which they allow their national banks to 
take part in the non-banking activities 
listed in the directive are likely to be 
steadily eroded. Faced with the threat of 
Peter Wilson-Smith is the finance editor of The 
Independent. 
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foreign bank branches being able to carry 
out business in their home territories that 
they are not allowed to, national banks 
will put pressure on their own regulators 
to give them greater freedom. Before 
long, there is little doubt that banks in all 
E. C. countries will be able to carry out all 
the activities listed in the directive. 

In an age when access to financial mar­
kets in other countries has become such a 
contentious issue, the second banking di­
rective inevitably includes special provi­
sions dealing with banks whose owner­
ship lies in non-E.C. countries. Existing 
subsidiaries of banks in non-E.C. coun­
tries would benefit from the freedoms in 
the directive to set up branches and sell 
their services in other E.C. countries. In 
fact, they would be treated as if they were 
E.C. institutions. However, newcomers 
would only be able to set up within the 
E.C., or make acquisitions, if their coun­
try of origin gave reciprocal access to 
banks from all E.C. countries. 

,_ As the problem raised by differing ap­
proaches to securities business illustrate, 
the concept of a single banking market 
within the E.C. is dependent on broad 
harmonization of rules and standards 
throughout the Community. A consider­
able amount of progress has already been 
made toward this goal with earlier E.C. 
legislation such as the "First Banking 
Coordination Directive," which set out 
minimum standards for licensing banks; 
the "Consolidated Supervision Direc­
tive," which obliges national regulators to 
supervise banking groups on a consoli­
dated basis; and the "Bank Accounts Di­
rective,'' which is designed to harmonize 
bank accounts and imposes restrictions 
on such matters as hidden reserves. Work 
also has been done on the subject of large 
exposures and protection for depositors 
in banks. 

The second banking directive includes 
a number of other important new provi­
sions. Banks would have to have a mini­
mum level of capital of 5 million European 
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Currency Units (ECU)-currently about 
$6.25 million-and there would be super­
visory controls over the major sharehold­
ers in banks. 

However, the second banking directive 
will only be able to take effect when the 
E.C. has agreed and implemented two 
other key directives that ensure agreed 
minimum capital requirements for banks 
in the Community. These are the "Own­
Funds Directive," which sets out exactly 
what banks may count as capital, and the 
''Solvency-Ratio Directive.'' 

The proposals in the -solvency-ratio di­
rective are now broadly similar to the 
supervisory convergence proposals being 
agreed by members of the Bank for Inter­
national Settlements, the Basle-based 
central bankers' bank. The directive sets 
out risk categories for different types of 

The freedom granted by the single 
banking license covers not just lending 
money, but also leasing, fund management, 
mortgage lending, money brokering and 
trading in securities. Above: Frankfurt's 
Commerzbank. 

bank assets and would require banks to 
have a minimum ratio of capital against 
these risk-weighted assets. The proposed 
minimum is 8 percent -in line with the 
Basle proposals. 

Although the work in Basle on common 
international capital standards has helped 

to speed up the work being carried out in 
the E.C., there is still some way to go 
before implementation of these E.C. 
directives dealing with capital. At pre­
sent, the target for adoption of the own­
funds and solvency-ratio directives is 
around the autumn of 1989. 

As for the second banking directive, 
which was adopted by the E.C. Commis­
sion in January, it has still to be consid­
ered by the European Parliament. At 
present, it looks unlikely to be passed into 
E.C. law by the Parliament much before 
the end of 1989. Thereafter, it could be 
implemented by member states. 

However, even if progress is slow, Eu­
ropean banks dare not ignore the implica­
tions of a single E. C. banking market. One 
theory is that the single market will lead 
to the emergence of pan-European 
superbanks that will come to dominate 
the E.C. market of 320 million potential . 
customers. For various reasons, this 
looks improbable, although banks from 
different E.C. states establishing links 
through minority cross-shareholdings is a 
pattern that is likely to become more 
common. 

Once the second banking directive is 
implemented, there will still be pitfalls 
and potential obstacles to a barrier-free 
banking market within the E.C. Differing 
tax regimes is one. The requirements of 
domestic economic policies is another; 
the second banking directive, although it 
establishes the principle of home country 
supervision, still leaves the host country 
authorities with discretion to impose 
measures relating to monetary policy and 
liquidity of foreign bank branches that 
could in theory be abused for nationalistic 
reasons. 

However, banking is an industry that 
has often shown scant regard for national 
frontiers and domestic restrictions. The 
second banking directive will open the 
door to profound changes in the European 
banking industry and competitive pres­
sures will set the pace. E 
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E.C.'S INTERNAL 
MARKET IS JUST THE 
BEGINNING 
1992 TARGET IS THE ROAD THAT LEADS 
TO GREATER AND MORE IMPORTANT 
GOALS. 

LORD COCKFIELD 

T he European Community is very 
much more than a free trade 
area; it is very much more than a 

customs union; it is very much more than 
a regional grouping. Indeed, it is much 
more than an economic community. The 
more sharp-eyed readers may have no­
ticed that it is no longer the "EEC" -the 
European Economic Community-but 
the "E. C." -the European Community. 
Incidentally, that change was made 20 
years ago, so it is about time the penny 
dropped. 

The E.C.'s objective-set out in the 
original Treaty of Rome establishing the 
Community, reinforced by the "solemn 
declaration" at Stuttgart in 1983 and 
incorporated as European law in the Sin­
gle European Act last year-is European 
union and that means union in the politi­
cal as well as the economic field. There 
are differing views about· the form that 
political union should take and this is 
reflected in the absence of any clear defi­
nition of what political union means. But 
the gradual process of evolution is seen in 
the development of what is called "Politi­
cal Cooperation" and the agreement in 
the Single Act "to formulate and imple­
ment a European foreign policy.'' 

But no such hesitations or ambiguities 
exist in the economic field. Here the 
E.C.'s clear objective is the creation of a 
single, integrated European economy. 
The completion of the internal market­
that is, the creation of a single, integrated 
European market -is the first and most 
important step in this field. It has enor­
mous benefits in itself-in reduction of 
costs and the creation of new opportuni­
ties. But it also forms the foundation on 
which the other policies of the Commu-

Lord Cockfield is the E.C. Commission Vice Presi­
dent responsible for the internal market. This arti­
cle is adapted from a recent speech to the Institute 
for International Economics in Washington, D.C. 
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nity are built -in research and techno­
logical development, in economic and 
monetary policy, in employment and so­
cial policy. In due time, the single market 
will be followed by the single European 
currency and the single European econ­
omy. Bear in mind, however, that the 
"completion of the internal market," as 
we call it, is not the end of the road; on 
the contrary, it is itself the road that leads 
to greater and more important goals. 

So let us start with the single market. 
This was, of course, the original objective 
of the Tr~aty of Rome signed over 30 
years ago. It is important to remember 
this: We are evolutionists, not revolution­
aries; we take our stand not just on politi­
cal idealism but on the hard practical 

Governments cannot run 
industry-or certainly 

cannot run it successfully; 
that is the job of industry 

itself, management, 
entrepreneurs and 

workers. 

experience of a generation of endeavor. 
But there is perhaps an even more impor­
tant reason than history and tradition. In 
the early years of the Community, great 
progress was made. But in the 1970s, 
that progress came to a halt. Europe was 
overtaken by its competitors-the 
United States, Japan and the newly indus­
trialized countries of the Far East. Over­
taken in terms of growth, in terms of 
employment, in terms of the new technol­
ogies. The Prime Ministers and Presi­
dents of our countries demanded that 
something be done about this. Our re­
sponse-the response of the E.C. Com­
mission-was the publication of the de-

tailed plan for creating the single market, 
the "completion of the single market," 
set out in the White Paper of June 1985. 
The plans were approved by the Presi­
dents and the Prime Ministers and their 
objective now is enshrined in the Single 
European Act of 1987 -approved by the 
Parliaments of all12 member states. 

The indifferent performance of the Eu­
ropean economy was due to many factors, 
but the most important was the frag­
mentation of the European market-po­
tentially a market of 320 million people, 
consumers and producers alike, but in 
practice 12 separate markets averaging 
some 25 million people each, separated 
from one another by frontiers and fron­
tier controls, by different rules and regu­
lations, different standards, nationalistic 
public purchasing policies and a thousand­
and-one restrictive practices operated by 
public and private authorities alike. 

The welding together of these 12 sepa­
rate markets, the creation of the single 
market, brings two kinds of benefits. It 
reduces costs by removing the frontiers 
and the frontier controls, the long lines of 
trucks backed up at borders, the delays, 
the expenses, the bureaucracy and the 
red tape-all hard, practical, visible sav­
ings. But, much more importantly, it en­
ables industry to plan, to produce, to 
market on a base of 320 million people­
the largest single market in the world­
instead of on the basis of their limited 
domestic market. By sweeping away the 
frontiers and the frontier controls, the 
forces of competition are given free play; 
protected, cosseted national markets are 
opened up to the free play of compe­
tition-the spur of efficiency, innovation 
and progress. A more bracing climate, a 
harder life, but a more rewarding one. 

We have known this in our bones; there 
is ample fragmentary evidence; no short­
age of anecdote. But we felt that alone 
was not enough. So two years ago we 
commissioned a major study under the 
guidance of Paolo Cecchini to look into 
these matters. Apart from the Commis­
sion services, 15 firms of consultants 
were involved, university departments, 
distinguished academics and 11,000 busi­
ness enterprises who responded to the 
Commission's enquiries. The results have 
just been published-a readable sum­
mary, plus 6,000 pages of detailed analy­
sis. It will keep all of us busy for some 
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time to come. 
The results of the study, the conclu­

sions drawn, are dramatic. An increase in 
Community gross domestic product (GDP) 
of 5 percent, a reduction in prices of 6 
percent and 2 million new jobs. And if in 
the new environment created appropriate 
economic policies are followed, 7 -percent 
increase in GDP; 5 million new jobs. These 
figures would be obtained over a period of 
years as the full effect of the changes was 
felt. It would be a quantum leap forward 
and would project the Community onto a 
higher growth path. 

All this is on the basis of the completion 
of the White Paper program-"The 
Completion of the Internal Market" -so 
let me return to that. There are two 
characteristics that distinguish the White 
Paper program from everything that was 
done in the past. First, it was a complete 
program; not a bit here and a bit there, 
and a bit somewhere else, but the whole 
lot, the removal of all the barriers divid­
ing Europe and preventing it acting as a 
single market. Second, it was set in a time 
frame-not "this year, next year, some 
time, never," but "progressively over a 
period expiring on 31 December 1992." 
Those are the words of the Single Euro­
pean Act. They could not be more defi­
nite, more clear, or more positive. That is 
where "1992" comes from. That is the 
origin of what is fast becoming the most 
popular phrase in conversation in Euro­
pean business and political circles. 

How are we doing? The Commission is 
the executive arm of the Community. The 
Commission has the right -and the 
duty-of initiative. All proposals start 
with the Commission, then go to the 
European Parliament and to the Council 
of Ministers who represent the member 
states. When a proposal-usually in the 
form of a directive-is adopted by the 
Council it then becomes Community law 
and the member states are under a legal 
obligation to transpose the directive into 
national law. 

The White Paper contained about 300 
proposals. To date the Commission has 
produced about 200, two thirds of the 
total. By the end of this year, we will have 
produced 90 percent. By then the shape 
of Europe as it will be after 1992 will be 
clearly defined for all to see. 

The Council lags behilld the Commis­
sion, partly because that is in the nature 
of things, partly because of the initial 
delays due to the new procedures intro­
duced by the Single European Act. To 
date they have adopted about 80 of the 
proposals, but the pace is accelerating 
sharply. Our objective is that by the end of 
the present year the Council will have 
adopted ali-or virtually all-the propos-
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als required in a number of important 
fields, such as: 
• standards, 
• food law, 
• public procurement, 
• banking, 
• the liberalization of capital movements, 
• the professions, 
• television without frontiers. 
This is not an exhaustive list. But it does 
indicate that the structure is now taking 
shape before our very eyes. 

There is now a conviction spreading 
throughout Europe that the program will 
be completed, and completed on time. 
When we produced the White Paper in 
1985-almost exactly three years ago­
it was welcomed by the Presidents and 
Prime Ministers and by leading industri­
alists. But it would be difficult to say that 
it stirred the public's imagination." In the 
last six months, that has all changed. 
There has been a great upsurge of public 
interest-in trade and industry, banking 
and commerce, in the professions, among 
the ordinary "citizens of Europe." Cam­
paigns have been launched by govern­
ments, by trade and industry associa­
tions, by consultants and public relations 
practitioners, by professional bodies, by 
members of the European Parliament and 
by organizations supportive of the Euro­
pean movement. 

At the end of the day, achievement 
depends on political will, coupled with 

practical skill and determination. The po­
litical will is there, evidenced by declara­
tions by the Heads of Government and 
the Single European Act, and now rein­
forced by an upsurge in public opinion. 
We in the Commission have the practical 
skill and the determination. We will com­
plete the program, and complete it on 
time. 

just one word in conclusion. All that 
governments can do-whether by "gov­
ernments" you mean national govern­
ments or the institutions of the Commu­
nity-is to provide the framework, to 
create the opportunities. The responsibil­
ity of rising to those opportunities rests 
with trade and industry itself. Govern­
ments cannot run industry-or certainly 
cannot run it successfully; that is the job 
of industry itself, management, entrepre­
neurs and workers. What is encouraging 
about the present upsurge of public inter­
est in the 1992 program is that it demon­
strates that there is a great awakening to 
the opportunities and a determination to 
take advantage of them. 

In another life and in another context, 
early 19th-century British Prime Minis­
ter William Pitt the Younger said: "Eng­
land has saved herself by her exertions 
and will, as I trust, save Europe by her 
example." In our present age and in the 
present context I hope we will be able to 
say this of Europe's exertions and of 
Europe's example. E 
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EUROPEAN AFFAIRS/TECHNOLOGY 

E.C. FORGES 
AHEAD WITH 

COMPUTER 
TECHNOLOGY, 

CHALLENGING U.S. 
AND lAPAN IN 

CHIP PRODUCTION. 

American and Japanese computer 
manufacturers had better watch 
out as their dominance of world 

markets is likely to be under threat from 
the Europeans, who are increasingly clos­
ing the gap in information technology 
with such developments as: 
• mini-supercomputers, just launched on 
the . market by Thorn EMI and French 
computer manufacturer Telmat, with the 
very high-speed performance of a super 
computer at a fraction of the cost of 
models previously available; 
• the Inmos T800 transputer, the most 
powerful microchip currently available 
commercially; 
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• a system that can design highly complex 
VSLI microchips-which used to take two 
years-in the space of three hours; 
• world-class standards for office equip­
ment and computer-controlled manufac­
turing. 

This is just a tiny sample of cases in 
which European computer firms are 
overtaking their traditional U.S. and Japa­
nese rivals on the marketplace as a direct 
result of the hugely sucessful European 
Program for Research and Development 
in Information Technology (ESPRIT). 

E.C. Research and Industry Ministers, 
meeting in Luxem­
bourg on April 11, 
were sufficiently 
impressed by the 
results of ESPRIT's 
first five-year 
phase to approve a 
massive 3.2-billion 
European Cur-

~ rency Unit (ECU) 
~ budget (some $4 
8 billion) for the pro-
o 
~ gram's second 
~ phase (ESPRIT II) to 
8 run from 1989 to 
~ 1993. Half of this 
~ money will come 

from the E. C. and half from the research­
ers themselves, who have to match E.C. 
money for ESPRIT projects dollar by dollar. 

The E.C. Commission is now in the 
process of choosing projects to benefit 
from the first 2.1 billion ECU to be allo­
cated under ESPRIT II. The response to its 
call for proposals launched last December 
has been overwhelming, with over 700 
applications received from companies, 
universities and research institutes. 

Half of the proposed projects are con­
cerned with applied information technol­
ogies, notably in the fields of computer­
integrated manufacturing (25 percent), 
integrated information systems (14 per­
cent) and support systems (11 percent). 
The other project proposals are for in­
formation processing systems (33 per­
cent) and microelectronics and peripheral 
technologies (17 percent). The Commis­
sion is due to decide by the end of June 
which projects will qualify, and the first of 
them could be underway by September. 

The specific aim of ESPRIT when it was 
first set up in September 1984 was to 
create a pool of technology to allow E.C. 
firms to catch up, and even overtake, the 
U.S. and Japanese firms. It was realized 
that, without the technology, E.C. firms 
would remain the underdogs in the in­
formation technology market. Karl-Heinz 
Narjes, the E.C. Commissioner responsi­
ble for research, admits that "although 
the E.C. countries together have there­
sources to stay in the front line of techno­
logical advance, too often these resources 
have remained dispersed in sub-optimal, 
short-term projects leading to products 
designed for limited national markets 
rather than success on world markets." 

ESPRIT has succeeded in bringing about 
a dramatic turnaround of the situation by 
providing the money and the infrastruc­
ture to allow companies in different E.C. 
countries to join forces and cooperate on 
research and development, instead of 
duplicating their efforts. Its success is 
based on several factors. First, the lack of 
bureaucracy. Once they have selected the 
projects eligible for help under the pro­
gram, Commission officials leave the re­
search to the companies and academics 
involved. Secondly, companies and re­
search institutes were extensively con-



sulted before ESPRIT was set up, so it 
could be tailored to their needs. Thirdly, 
as half the money comes from research­
ers themselves, it is invested in projects 
likely to bear commerical fruit. 

The first phase of ESPRIT (1984-88), 
with a total budget of 1.5 billion ECU 
concentrated on microelectronics, ad­
vanced information processing systems 
(including software) and application tech­
nologies, including computer-integrated 
manufacturing and office systems. 

Some 3,000 researchers from 400 sep­
arate organizations throughout the Com­
munity have worked on 227 different 
ESPRIT projects. Of these, the Commission 
claims that 111 already have produced 
results of "substantial industrial signifi­
cance," even though most projects have 
almost two years to go before comple­
tion. In particular, there have been 28 
results in the field of international stan­
dards, where the E.C. was particularly 
keen to break the stranglehold of "de 
facto'' standards imposed by U.S. market 
leaders. 

The mini-supercomputers recently 
launched by Thorn EMI and Telmat have 
been developed by one of the most suc­
cessful ESPRIT projects, called 
"Supernode." The project leader is the 
British Malvern-based Royal Signals and 
Radar establishment, run by the Ministry 
of Defense, and includes British chip­
maker Inmos, Southampton University, 
the University of Grenoble in France and 
French computer firm Apsis, as well as 
Thorn EMI and Telmat. 

Inmos' T800 floating-point computer 
also was developed by the Supernode 
project. H each of the transistors in this 
chip were the size of a pinhead, the chip 
would be the size of a football pitch. A 
special language to allow parallel as op­
posed to sequential programming of the 
Supernode computer has been developed, 
as have applications such as computer­
aided design of very large-scale integra­
tion chips and advanced graphics. 

British Aerospace (BAe) leads the com­
munications network for manufacturing 
applications project (CNMA), which has 
developed a communications profile to 
allow machine tools made by different 
companies to be linked together for com­
puter-integrated manufacturing. Industry 
analysts predict that CNMA soon will sup­
plant manufacturing autmation protocol, 
the existing standard developed by Gen­
eral Motors. 

BAe will soon be applying CNMA stan­
dards in a precision-boring facility making 
parts for Airbus A-320 wings at its 
Samlesbury plant near Preston in the 

Some 3,000 
researchers from 400 

separate 
organizations 

throughout the E.C. 
have worked on 227 

different ESPRIT 
projects. 

United Kingdom, and another partner, 
Aeritalia, will be using CNMA at its Turin, 
Italy, plant. A dramatic demonstration of 
CNMA is due in early june at the enterprise 
network event in Baltimore, Maryland. 
Real manufacturing operations at BAe' s 
Samlesbury plant will be controlled from 
the CNMA stand on the other side of the 
Atlantic in Baltimore via satellite. Simi­
larly, the BAe and Aeritalia plants are due 
to be linked. Such links are likely to be 
used increasingly, notably on the Euro­
pean Fighter Aircraft project, according 
to British Aerospace. 

BAe, in view of its Rover takeover, also 
will benefit from CNMA' s applications in 
the car industry. BMW, another project 
member, is using CNMA standards at its 
Regensburg, Germany, production line 
for its 325i convertibles. Other compa­
nies working on CNMA are GEC, ICL, Sie­
mens, Nixdorf, Olivetti, Bull, Peugeot, 
Elf-Aquitaine and CGE/TITN. 

"Cathedral" is the title of an ESPRIT 

ESPRIT has taken on 
new significance with 
the program to create 

a genuine E.C. 
common market by 

1992. 

jonathan Todd writes from Brussels for the Sunday 
Times. 
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M idway through the month of 
May, two of Spain's largest 
banking institutions signed a 

letter of intent that paved the way for 
their merger in three years' time. The 
decision by the Banco Espaiiol de Credito 
(Banesto) and by the Banco Central to 
join forces followed a similar merger 
move at the beginning of this year by two 
other Spanish banking heavyweights, the 
Banco de Bilbao and the Banco de Viz­
caya. In the space of six months, keynote 
agreements have been initialed that her­
ald a complete overhaul not just of the 
Spanish banking sector but of the nation's 
business profile. 

The new ties being established among 
the Spanish banks to some degree have 
been forced on the sector by the prospect 
of a deregulated, single-market European 
Community after 1992. The mergers 
process has been encouraged by the Eco­
nomics Ministry and by the monetary 
authorities of the Bank of Spain who 
believe that domestic institutions lack the 
scale with which to meet the challenge of 

Tom Burns is a freelance writer based in Madrid. 



European competition in the next decade. 
And what the ties underscore is, at one 
level, the extremely fluid and fast-chang­
ing business scene in Spain at present 
and, at another level, the current buoy­
ancy of a Spanish economy that is recog­
nized as the most potential-backed in Eu­
rope. 

The private banks in Spain are the 
powerbrokers of the domestic industry by 
virtue of their portfolios and the ex­
tremely close ties between financial insti­
tutions and major companies. In Spain, 
the banks fmanced the country's far­
reaching postwar industrialization pro-

Spain's gold and 
foreign currency 

reserves are at an all­
time high of $33 billion, 

a figure that exceeds 
the total public and 

private debt, and the 
peseta .has appre.ciated 

aga1nst all maJor 
currencies, including 
the German mark. 

gram and they retained giant interests in 
its key industrial sectors. The importance 
of the Banesto-Central merger rests only 
in part on the fact that together, as far as 
economies of scale are concerned, they 
will enter the premier division of Euro­
pean banking. The bottom line of the 
move is that they will create what on 
present estimates will be the third or 
fourth industrial holding on the European 
continent. 

The synergies are all important and 
Banesto and Central will be pooling major 
shareholdings in electrical utilities, in en­
ergy and oil refining companies and in 
construction concerns that, individually, 
already have a major impact on the Span­
ish economy. A similarly strengthened 
industrial arm was created by the fusion 
of the Bilbao and the Vizcaya banks for 
they, likewise, have a many-tentacled 
spread throughout Spanish industry. 

The backdrop to these changes is an 
economy whose gross national product 
grew at 5.2 percent in 1987, which was 
double the E.C. average, and is set to 
grow by between 4 percent and 5 percent 
again this year. Across the board, the 
fundamentals look very good. Inflation 
has been falling on an annual basis from a 
12-percent increase five years ago to 4.6 

percent at the end of last year. In 1988, 
the government has the goal of bringing 
down the differential with Spain's major 
trading partners in the Community. 
Spain's gold and foreign currency re­
serves are at an all-time high of $33 
billion, a figure that exceeds the total 
public and private debt, and the peseta 
has appreciated against all major curren­
cies, including the German mark. 

Thanks to healthy capital inflows of 
foreign investment, to strong revenues 
gained through tourism and also to the 
drop in oil prices and to the fall of the 
dollar, Spain's current -account balance 
has shown a surplus for the past three 
years. Last year imports rose by 38 per­
cent, reflecting the effect of the Spanish 
tariff disarmament with Europe in the 
wake of its 1986 entry into the Commu­
nity, while exports were 25 percent up on 
the previous year. The widening trade 
gap does not worry officials in part be­
cause of the reserves figure, but in part 
also because some two-thirds of last 
year's imports were capital goods, semi­
manufactured products and raw materials 
that indicated that Spain was retooling. 

Completing the macro picture, a series 
of indicators, such as a 14-percent in­
crease last year in housing starts and an 
extraordinary 35-percent leap in vehicle 
registrations, underlined Europe's fastest 
growing consumer market. In the past 
two years, the use of telephones in Spain 
has been growing by 7 percent against an 
average increase during the past 15 years 
of between 1 percent and 2 percent. 
Historically Telef6nica, the national tele­
communications company, has been in­
stalling some 500,000 lines a year, but 
the figure will be 1 million lines this year 
and 1.4 million next year. 

Last year, 350,000 new jobs were cre­
ated and the figui-e is likely to be hi!~her 
this year. The new jobs were, however, 
barely sufficient to absorb the numbers of 
young people, and particularly of women, 
entering the labor market, and officially 
there are close to three million Spaniards 
or 21 percent of the active population 
looking for jobs. 

The jobless statistics remain Spain's 
economic trouble spot. They should, nev­
ertheless, be treated with certain caution, 
for Spain has a large underground labor 
market that economists estimate could 
employ up to a million and bring the real 
unemployment figure down to around the 
15-percent mark. Some 1.5 million of 
those registered as seeking employment 
are less than 25 years old and looking for 
their first job. 

In its annual review of the Spanish 
economy, the Organization of Economic 
Cooperation and Development (OECD) re-

ported at the beginning of this year that 
Spain's accession to the E.C. had "im­
parted important dynamic growth stimuli 
to the [Spanish] economy." The Paris­
based organization concluded that Spain's 
economic performance in 1986-87 had 
been "quite impressive" and it concluded: 
"The outlook for the next couple of years 
is for continued above-potential growth, 
some further progress on the price-stabil­
ity front and maintenance of a relatively 
comfortable balance-of-payments situa­
tion given the likely persistence of sizable 
long-term net capital flows." 

The upbeat economic scene in Spain 
has attracted growing foreign interest 
and this relates directly to the face lift 
that the industrial profile is undergoing. 
Essentially, Spanish industry is small and 
fragmented, and only 5 percent of the 
West European companies employing 
more than 1,000 people are based in 
Spain. With their decision to merge, 
Banesto and the Banco Central, the 
Banco Vizcaya and the Banco de Bilbao 
are seeking to build up the Spanish busi­
ness and entrepreneurial muscle at a time 
when the domestic economy is in the 
sights of the major investment groups 
and multinationals. 

The merger process brings together, 
for example, Spain's two major construc­
tion firms, Agroman and Dragados y 

Spain's GNP grew at 5.2 percent in 1987, or 
double the E.C. average. 
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Construcciones, as well as the rival oil 
companies Cepsa and Petromed, which 
belong, respectively, to the industrial 
portfolios of Central and Banesto. Anyone 
of these firms was a potential target for a 
foreign raid. Indeed, had these banks 
opted to remain separate, they too could 
have faced hostile incursions. In addition, 
had they remained solo, companies and 
banks alike lacked the economy of scale 
required to lift their competitive edge and 
conduct business successfully after the 
lifting of all restrictions on capital move­
ments within the E.C. in the wake of the 
1992 internal market deadline. 

Inflation has been 
falling on an annual 

bas1s from a I 2-
percent increase five 

years ago to 4.6 
percent at the end of 
last year. In 1988, the 
government has the 

goal of bringing down 
the differential with 

Spain's majo.r trading 
partners 1n the 
Community. 

The current leader of the foreign in­
vestment drive into Spain is the Kuwait 
Investment Office (KIO), which has spent 
$1 billion over the past four years acquir­
ing control of a string of Spanish compa­
nies that include the biggest domestic 
chemicals group, Explosivos Rio Tinto, 
the leading pulp and paper manufacturer, 
Torras Hostench, and the main Spanish 
sugar producer, Ebro. The aggressive 
Kuwait takeover strategy in fact acted as 
the catalyst for the Banesto-Central 
merger, for KIO also holds, together with 
two local entrepreneurs, a 13-percent 
stake in Banco Central. Anxiety over the 
investment group's designs on the bank 
and its industrial portfolio accelerated 
Central's link-up with Banesto. 

Recently, KIO' s London-based deputy 
chairman and general manager, Fouad 

Jaffar, paid tribute in Madrid to what he 
termed the government's ''wise recogni­
tion'' of the importance of foreign invest­
ment. His remarks to an international 
seminar of business leaders were echoed 
by a fellow panelist, Robert Dalziel, presi­
dent of AT&T Europe, who spoke of the 
"deep commitment of the Spanish Gov­
ernment to attract state-of-the-art tech­
nology" through generous incentives. 
The U.S. giant has undertaken a major 
chip manufacturing venture near Madrid, 
and Dalziel asserted that a climate had 
been created that was "highly favorable 
to corporate investors like AT&T." 

Foreign investment groups and multi­
nationals have, in effect, little to complain 
about for the Spanish Government, under 
the pragmatic leadership of Felipe Gonza­
lez, a moderate Socialist, has fully wel­
comed them into the domestic market. 
Government thinking is that in addition to 
the obvious benefits in having foreign 
capital introducing semi-conductor high­
technology and restructuring sectors 
such as the chemical one, the arrival of 
multinationals will spur the best of the 
home-based corporations into taking a 
long and hard look at their own future 
strategies. The rush into mergers indi­
cates that the lessons are being learned. 
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EUROPEAN AFFAIRS/LIFESTYLE 

OFF THE BEATI 

More and more 
people are taking 
"soft" adventure trips 
on foot, bicycle, raft, 
kayak or horse. Left, 
France. 

"ADVENTURE 
TRAVEL OFFERS A 
BETTER WAY TO SEE 
THE WORLD." 

BOB WOODWARD 

Last summer Marge and Mack 
Mackinnon did something differ­
ent. Instead of their usual Euro-

pean vacation-an extended stay in a 
major city with a few short car trips to 
outlying areas-they did something 
much more adventurous: a week-long trip 
across Scotland, entirely on foot. In doing 
so, this California couple became part of 
the fastest growing segment of the travel 
business-adventure travelers. 

The term "adventure travel" is a bit 
misleading; people like the Mackinnons 
do not bushwack through jungles in 
search of undiscovered ruins or defy the 
elements in some grueling ordeal. In­
stead, they partake of "softer" adventure 
trips where active days on foot, bicycle, 
raft, kayak or horse are combined with 
evenings in comfortable surroundings 
with good food and drink. 

The Mackinnons discovered as they 
hiked-and in a few places climbed­
their way across Scotland that adventure 
travel is not just for the young. Both 
Mackinnons are in their early sixties, and 
those tramping along with them over the 
Scottish moors and fields ranged from a 
25-year-old Australian physical education 
teacher to a French widow in her mid­
seventies. Like so many other adventure 
travelers before them, the group was 
bound together not by age, but by the 
desire for an active vacation that brought 
them into closer contact with the country 
and its people. 

While walking and bicycle touring trips 
are the most sought-after adventures, 
every year has brought new additions to 
the growing slate of trips: sea-kayaking 
among the Greek islands, trekking hut-to­
hut and climbing in the Alps, mountain 
bicycling in France's Jura mountains, ski­
touring Germany and Italy, whitewater 

Bob Woodward, an adventure travel consultant, was 
the former editor of Adventure Travel Magazine. 
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rafting on Europe's wildest rivers and 
horseback riding castle-to-castle through 
Spain. 

~ The; e's plen~y- of activity-but what 
about the adv~nture? For-many travelers, 

j ust doing something different is the ad­
venture; For ,others,"pilshing their physi­
callimits; ana eXtending themselves men­
tally~thfougll a cballenge is what counts. 

1

For most, however, the adventure comes 
in absorbing a country or region slowly, as 
well 'as meeting new people and sharing 
the experience with them. 

For their part, most adventure travel 
tour operators maintain a sense of adven­
ture by not coddling their groups. The 
idea is to have people experience things 
on their own so they come away with an 
impression untainted by their guide's per­
sonal observations or biases. In some 
cases, mostly shorter one- or two-day 
adventure outings like climbing and 
whitewater rafting, guides maintain a 
very close and necessary relationship 
with their clients. But when it comes to 
bicycling, walking or hiking, you are on 
your own with the guides there to lay out 
routes, make a schedule and offer aid, 
comfort and friendship when needed. 

On the Mackinnons' walk across Scot­
land from Perth to Fort William, guides 
Chris Gamer and Steve Oldale would set 
out a daily plan that could be tackled 
alone, in small groups or as an entire 
party with the guides along as company 
rather than as masters of a grand "show­
and-tell" session. Some days the eight 
travelers and two guides would walk to­
gether because they were passing 
through an historic area, and Gamer's 
mastery of Scottish history enhanced that 
day's trek. 

On other days, the group would break 
up, some going with Gamer to old Pictish 
ruins, others to stroll leisurely by them­
selves and still others to climb a crag or 

· peak-with the expert climber Oldale 
along to guide.~ 

By evening, everyone would have 

made it to the destination village and bed­
and-breakfast, inn or hotel selected for 

.· the night's stay. Then it was off to the pub 
to share the day's experiences and drink 
some of Scotland's finest local single 
malts or ales. 

The basic go-at-your-own-speed sys­
tem works well with hiking and horseback 
trips, but has been refined into an art on 
those most popular of all European ad­
venture outings-bicycle tours. A typical 
bicycle touring day starts with a briefing 
on the day's route, the designated lunch 
stop and what to do in case you have a flat 
tire or get too hot or exhausted to con­
tinue. Then you are off on the road, solo 
or with friends, to explore the towns and 
countryside on your own. Following a few 
miles behind is the minibus (affectionately 
known as the "sag wagon") loaded with 
your baggage, bicycle repair gear, snacks 
and lunch. 

The driver of the "sag wagon" keeps 
an eye out for stragglers and those in 
need of repair help, then just before the 
appointed lunch hour speeds ahead to lay 
out a spread that may well put you in the 
mood to snooze away the afternoon, 
rather then pedal further down the road. 

The roads most often taken are in 
France, Italy and the British Isles. Here 
cycling is a way of life, and cyclists feel 
more at home than those who might step 
out of a tour bus or rented car to buy 
trinkets at a roadside stand. "You get 
used to feeling like an outsider when 
traveling, but cycling through Italy last 
summer I couldn't believe how friendly 
the locals were and how much more at 
home I felt," says New Yorker Jack 
Barschi, who cycled Tuscany last year 
with Butterfield and Robinson, a Cana­
dian adventure travel company specializ­
ing in European cycle and walking tours. 

Butterfield and Robinson's nine-day 
Tuscan tour costs $1,800 and includes all 
food, lodging, transfers, museum entries, 
wine tastings and a bicycle. For the more 
budget-minded, Pierre Jouille's mountain 

bike inn-to-inn ("gite-to-gite") trip is a 
week long and costs $600. These are 
landed costs. Getting to and from Europe 
is as expensive or reasonable as you care 
to make it. 

Many trip operators include air fare in 
their offerings. For example, Seattle­
based REI Adventures, a division of the 
large sporting outdoor equipment cooper-

Adventure travelers get 
more into the rhythm of 

the country they are 
discovering. 

ative, offers a self-guided walking tour of 
England's Lake District with bed-and­
breakfast accommodations for $1,650 
from New York, or $1,710 from several 
West Coast departure points. 

The REI Adventures walk is graded 
"moderate" in their catalogue, and it is 
typical for most adventure travel compa­
nies to rate each trip according to degree 
of difficulty. This allows you to decide if a 
trip will be too demanding-or not de­
manding enough-before signing up. For 
example, Mountain Travel, the grand­
daddy of modem adventure travel compa­
nies, calls their two-week hiking trip in 
the Austrian Alps "easy to moderate." 
Most of the hiking is done on trails along 
the valleys and meadows at elevations 
seldom above 7,000 feet. Groups are lim­
ited to between 5 and 14 people, and each 
night is spent in a small inn. The land cost 
for this trip is $1,690. 

If cycling and walking are not that 
inspiring, try riding a horse through 
Spain's Andalusia for two weeks. A num­
ber of trips, some castle-to-castle, others 
inn-to-inn, are available, and the groups 
are quite small. Including the mount and 
all amenities, the cost is as low as $1,400. 

Finding out about various trips is rela­
Continued on page 46. 
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LIFESTYLE/CINEMA 

E.C. FILM FESTIVAL 
OPENS AT THE A.F.I. IN 

WASHINGTON, D.C. 

PAT DOWELL 

SELECTIONS 
FROM 

12 COUNTRIES 
INCLUDE MANY 
PRIZEWINNERS. 

0 nJune 5, the European Commu­
nity Fihn Festival opens at the 
American Fihn Institute (AFI) 

theater in Washington, D.C., with a rare 
new musical from the Federal Republic of 
Germany and a gala reception at the 
German embassy. Opening night honors 
at this event, an annual program now in 
its fifth edition, always go to the nation 
currently occupying the presidency of the 
Community. 

The chosen film this year is 
"Linie 1" ("Line 1"), Reinhard 

Hauff's eagerly awaited version of a popu­
lar stage musiCal about the rag-tag as­
sortment of travelers on a Berlin subway 
line. Like the other 13 selections, it re­
ceives its Washington premiere AT the 
John F. Kennedy Center for the Perform­
ing Arts. In fact, seven of the films have 
never been shown anywhere in the 
United States. This year's festival also 
includes a bonus, a selection of new video 
and television work. 

As in previous years, the festival will 
travel to other cities, playing Minneapolis 
June 10-30 and Los Angeles June 17-23. 
The s Angeles program opens with the 
American premiere of the German com-
redy "FeliX," four episodes in the life of an 
UJrtot.date young man and his sometimes 
exasperated women. Four prominent 
women directors have each contributed a 
story~ Chri tel Buschmann, Helke San­
der, Helma Sanders-Brahms and Margar­
ethe von Trotta. 

"We try to have a film~om every E. C. 
· " says AFJ's associate film pro­

gt:ammer Edilie ockfell, who, together 
with director ef programming Ken 
Wlaschin, selects the festival offerings. 
"It's a big challenge," he admits. "At one 
end of the spectrum you have Luxem­
bourg, which has a brand new film indus­
try, and on the other end you have 
France, which makes hundreds of movies 
a year." 

The Luxembourg selection this year is 
"Die Reise, Das Land" ("The Journey, 

. The Land"), which blends figures from 

Ivan Turgenev and Edgar Allan Poe in 
two parallel stories and was directed by 
Frank Hoffmann and Paul Kieffer. The 
French selection is "Dandin," Roger 
Plan chon's version of Moliere's Georges 
Dandin, about a peasant (Claude Bras­
seur) who marries above his station in life 
and lives to regret it. 

"Dandin" is one of several noted liter­
ary adaptations selected for this year's 
program. From Denmark comes Erik 
Clausen's provocative nod to Shake­
speare and current events, "Rami Og 
Julie" ("Rami and Juliet"). Standing in for 
Verona is Copenhagen, where a Palestin­
ian guest-worker and a Danish girl fall in 
love. 

A more contemporary literary work is 
adapted in the British offeriilg, "The 
Dressmaker," Jim O'Brien's film version 
of Beryl Bainbridge's much admired 
novel, which was on the short list for the 
Booker Prize in 1973. A stinging portrait 
of middle-class Liverpool during World 
War II, it features impeccable perfor­
mances by Joan Plowright and Billie 
Whitelaw as aging sisters raising a shy 
young niece played by Jane Horrocks. 

Spain is represented by a cinematic 
version of one of its literary treasures, 
Federico Garcia Lorca's play, "The 
House of Bemarda Alba.'' Mario Camus 
is the director of this Andalusian portrait 
of a household dominated by the stem 
widow Bernarda, whose reign over her 
five daughters is sundered by a young 
man engaged to one daughter and in love 
with another. 

Jordi Cardena's "La Senyora," a sec­
ond film from Spain, in the Catalan 
language, is set in Mallorca at the 
turn of the century and was adapted 
from a bestseller. The lady of the 
title begins as a victim of an 
arranged marriage to a 
wealthy, repressed older man 
and ends ironically, assuming 
in a new relationship the very 
role she despised in her hus­
band. 



The E.C. Film Festival is now in its fifth 
season, presenting 14 films from the 12 
member states. Above: a scene from the 
French film, "Dandin." Below: Joan 
Plowright in the British movie, "The 
Dressmaker." 

Yann Queffelec's novel, "Les Noces 
Barbares" ("The Cruel Embrace"), win­
ner of the Prix Goncourt in 1985, is the 
source of Belgian director Marion Han­
sel's mesmerizing and mysterious film 
about a benighted boy cruelly at odds 
with his young mother. 

Ken Wlaschin and Eddie Cockrell 
aim for diver­

sity in their se­
lections, 

which makes 
choosing them 

somewhat diffi­
cult. "You can't 

compare musicals 
with 

docu-

mentaries with fiction. We want a film 
that is good of its kind. Sixteen millimeter 
or 35 doesn't matter. We're not looking 
for the glossiest, the most expensive 
film," Wlascl$1. notes. Thus the festival 
includes a film by Portuguese director 
Joaquim Pinto that was shot by four peo­
ple in 16 days. "Uma Pedra No Bolso" 
("Tall Stories") is a bittersweet tale of 
growing up, about a young boy sent to his 
aunt's deserted seaside resort to study. 
He finds a seductive friend in a local 
Lothario, but is eventually disillusioned. 
This is Pinto's first feature, after a long 
career as a sound technician. 

The festival also includes the work of 
veteran directors, such as Luigi 
Comencini, whose sunny tale "Un 
Ragazzo di Calabria" ("The Boy from 
Calabria") represents Italy. It is a bright 
little fable for dreamers, in which a poor 
boy named Mimi yearns to be a foot 
racer. His hard-pressed father tries to 
force him into more practical pursuits, 
but Mimi has an accomplice in his dream, 
a blustery, lame bus driver played in a low 
key by that Italian powerhouse, Gian Ma­
ria Volonte. 

"We try and find things that are indica­
tive of the high caliber of craftsmen work­
ing in any given country," says Eddie 
Cockrell. "We prefer when possible to 
bring in films that reflect life in that 
country." He cites as an example the Irish 
selection, "Reefer and the Model," di­
rected by Joe Comerford. In this caper, an 
IRA deserter tries to go straight but falls 
back on a tried and true (but not fool­
proof) method for rounding up the cash 
he needs for his business. "It is one of the 
more evocative pictures about the Irish 
countryside I've ever seen," Cockrell 
says. "He's got a real eye and a real feel 
for the working-class Irish. This is exactly 

~ the kind of film we're looking for, a drama 

0~;:;-- set against the beauty of the individual 
z country." 
B "On the other hand we've got a Belgian 
~ picture called 'Bird Now,' which is en­
g tirely in English. All of it was shot in New 

York City. How does this reflect Belgian 
filmmaking? Belgium has a really strong 
tradition of outstanding documentary 
work." A reminiscence of jazz great Char­
lie Parker through the words of his 
friends, "Bird Now" reflects Europe's 
continuing fascination with American jazz 
and is a film that will undoubtedly appeal 
to American audiences too, a prime crite­
rion in selecting films for the festival. 

Wlaschin and Cockrell attend festivals 
throughout the world searching for films. 
Several of this year's offerings were 
prize-winners overseas. "Ta Pedia Tis 
Chelidonas" ("The Children of the Swal­
low"), the first fiction film by Greek docu­
mentarist Costa Vretacos, is the story of 
a documentary film crew who trace a 
family scattered by the upheavals of war 
and dictatorship. The film won several 
awards at the Thessaloniki festival, and 
was, Ken Wlaschin says, the film that was 
recommended wherever he asked about 
the best new Greek film. 

Another prize-winner comes from the 
Netherlands. "Havinck" is the story of a 
suicide and its aftermath for the husband 
and daughter who survive the dead 
woman. Franz Weisz's film took best pic­
ture at Dutch Film Days. 

The E.C. festival depends as much as 
the Common Market does on coopera­
tion. The Embassies of the E. C. countries 
provide invaluable assistance, contribut­
ing communications, coordinating the 
shipping of prints, helping the program­
mers see some of the prospective selec­
tions and working to arrange the visits of 
the directors and performers who attend 
every year. The result has proved to be 
one of the more popular events at the 
American Film Institute, offering Ameri­
can filmgoers a chance to see Europe 
through the eyes of its filmmakers and 
providing proof once again that the lan­
guage of film knows no national barriers. 

Pat Dowell writes on film and video from Washing­
ton D.C. 
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NEWS 
OF THE 
E.C. 
BUSINESS& 
ECONOMICS 

E.C. SETS OUT 
CONDITIONS 
FOR APPROVING 
AIRLINE 
AGREEMENTS 

The European Community, con­
tinuing its drive to dismantle 
Europe's airline cartels, set out 
conditions on April 22 for ap­
proving agreements between 
carriers on fares, reservation 
systems and other matters. 
The regulations are intended to 
end discrimination by airlines 
against rivals by applying E.C. 
competition rules to air trans­
port as foreseen under a land­
mark agreement reached by 

nation of capacity among air­
lines, revenue sharing, con­
sultation on tariffs and 
allocations of landing and take­
off slots at airports. The Com­
mission said it would authorize 
these only if they helped ensure 
regular and reliable air service 
during less busy periods, safe 
use of airport capacity and air­
space, and open procedures for 
consultations on tariffs. 

The agreements would have 
to give individual airlines as 
much freedom as possible and 
discrimination that could affect 
competitors would be prohib­
ited, the Commission said. On 
inter-airline agreements to 
share new computer reserva­
tion and ticketing systems, it 
said that any bias between car­
riers listed in the system would 
have to be eliminated. 

The Commission also said it 
would approve accords on the 
provision of ground handling 
services at airports as long as 
these did not discriminate 
against certain carriers and 
there continued to be a choice 
of companies offering such ser­
vices. -Reuters 

The E.C. Commission will be watching airline pricing and 
reservations practices to ensure fair competition. 

E.C. transport ministers last 
December. 

A spokesman for the E.C. 
Commission said existing ac­
cords between airlines in a 
range of areas would have to be 
renegotiated and that E.C. offi­
cials would oversee discussions 
among carriers. "The Commis­
sion will be an observer to make 
sure companies are not 
tempted by practices which are 
too restrictive," he said. 

One series of agreements 
concerns planning and coordi-
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TELECOM 
MARKETS TO BE 
OPENED, E.C. 
SAYS 

The European Community said 
on April 28 that it would pro­
ceed with plans to open up the 
fast-growing E.C. market for 
telecommunications equipment 
to free cross-border compe­
tition, despite legal objections 
from a majority of member 
states. The controversial deci-

sion by the Commission could 
lead to a legal battle before the 
European Court of Justice, dip­
lomats said. 

Peter Sutherland, the E.C. 
Commissioner responsible for 
competition policy, told a meet­
ing of the E.C.'s Telecommuni­
cations Ministers in Berlin that 
the Commission had already ap­
proved a directive to break the 
monopoly held by national au­
thorities over the supply of ter­
minal equipment such as tele­
phones, telexes and facsimile 
machines. The E.C. market in 
such equipment . was worth 
some 9.5 billion ECU (about 
$11.4 billion) last year, and the 
Commission estimates it will 
grow at an average 6.4 percent 
annually between now and 
1991. 

The German Minister, Chris­
tian Schwarz-Schilling, told re­
porters many E.C. govern­
ments objected to the directive 
on legal grounds-although 
they backed its aims-because 
it gave the final say on details to 
Brussels and not to member 
states, as is usually the case. 
"There was a majority against 
the Commission's approach," 
he said, adding that France had 
also raised considerable objec­
tions to the measure because it 
did not include provisions for 
keeping out terminal equipment 
from non-E.C. countries that 
had not received so-called 
"type approval" for connection 
to E.C. telecommunications 
networks. 

Some diplomats said they be­
lieved Paris may decide to take 
the Commission to the Euro­
pean Court of Justice over the 
directive, although they made 
clear that it had made no such 
threat at the talks. "They 
weren't happy at all," one said 
of the French position. But 
some diplomats said they be­
lieved the imports issue was 
problem of interpretation and 
could be solved. 

The diplomats said Paris was 
keen to stop what it feared 
would be an invasion of cheap, 
non-approved imports from 
Southeast Asia that would dam­
age the E. C.'s own industry and 
could harm the communications 
network if connected illegally 

.by owners. 

One diplomat said there was · 
deep resentment among some 
at the meeting over 
Sutherland's decision to employ 
a little-used article of the E. C.'s 
founding treaty allowing the 
Commission to act against 
monopolies without seeking 
prior approval from national 
ministers. Governments that 
challenge Sutherland's ap­
proach argue that the directive 
introduces such sweeping 
changes that under E.C. law it 
requires the formal consent of 
governments first. Only Dutch· 
Minister N eelie Smit-Kroes 
openly supported the Commis­
sion's stance, the diplomats 
said. 

Sutherland, however, re­
buffed the complaints. "The 
Commission is quite satisfied 
over its prerogative on this 
matter. I believe the approach 
that has been adopted is the 
right one," he said. 

The directive is the first con­
crete measure in a far-reaching 
Commission program for open­
ing up Europe's highly regu­
lated telecommunications ser­
vices and equipment sector to 
free cross-border competition 
by the end of 1992. The mea­
sure obliges governments to 
start introducing legislation to 
end the monopoly exercised by 
national telecommunications 
authorities over the supply of 
equipment to end-users in three 
phases between mid-1989 and 
the end of 1990.-Reuters 

INVESTMENT 
FALLS IN E.C. 
IRON AND STEEL 
INDUSTRIES 

Capital expenditure in the Eu­
ropean Community iron and 
steel industries fell by 16.4 per­
cent in 1986 compared with the 
previous year, according to a 
study issued in late April by the 
E.C. Commission. Officials said 
that the decline had reduced 
steel output in line with the 
Community's frequent de­
mands for a restructuring of its 
steel industry. The survey cited 
the latest figures available. 

The officials said further cuts 
in excess steel capacity were 
needed to release more cash for 



investment in technology and 
research. The survey, carried 
out in 1987, said capital expen­
diture in the industry in 10 
member states (excluding Spain 
and Portugal, which joined the 
E.C. in 1986) was around $4.3 
billion. Overall steel production 
in 1986 fell by 6.2 percent from 
1985 to 113.3 million tons, and 
hot rolled production dropped 
2.6 percent to 92.7 million tons. 

Production capacity for hot 
rolled products declined to 
140.3 million tons, 32.3 million 
tons less than in 1980 when the 
Community introduced a pro­
tective steel production quota 
system, still in effect for about 
half of its steel products. 

In the E.C.'s coal-mining in­
dustry, capital expenditure in 
1986 was about $1.7 billion, 8 
percent higher than in 1985, 
the Commission said, and out­
put was up 5.5 percent to 208 
million tons. Production costs 
had benefited from improved 
productivity, but these benefits 
had in general been offset by 
the fall in prices and volume of 
sales, it added. -Reuters 

The Netherlands have 
banned advertising specifically 
aimed at the Dutch public on 
foreign television broadcasts. 
The ban hit cable television net­
works such as Skychannel and 
Superchannel, which aim to 
broadcast to a pan-European 
audience and which depend on 
advertising revenue. 

The Luxembourg-based 
Court, however, ruled that Eu­
ropean Community policy on 
the free movement of goods 
and services prevented the 
Netherlands from imposing 
such a strict ban. But the judge­
ment added that, in the absence 
of a Europe-wide policy on tele­
vision, E.C. member states still 
have a right to impose certain 
limited restrictions on broad­
casting. In the Dutch case, it 
said, the restrictions were too 
strict. 

The case highlighted the in­
creasing problems faced by na­
tional governments, which have 
traditionally controlled domes­
tic broadcasting but which find 
it more and more difficult to 
keep out or control television 

COURT BEGINS 
NUCLEAR 
PLANT 
HEARINGS 

The European Court of Justice 
began hearings in late April in a 
long-running battle by ecolo­
gists and neighbor states to · 
stop France from building one 
of the biggest nuclear plants in 
Europe. The French plant of 
Cattenom, on the border of 
Luxembourg and Germany, 
went on stream in 1986 despite 
strong protests from ecologists 
in the neighboring countries. 
When its four reactors are com­
pleted by 1990, it will be one of 
Europe's biggest nuclear 
plants. 

In the case that opened on 
April 26-the second anniver­
sary of the Chernobyl nuclear 
disaster in the Soviet Union­
opponents of the plant argued 
that France had failed to follow 
the proper procedures in con­
sulting its European Commu­
nity partners before allowing 

the plant to go on stream. The 
case is part of a complex legal 
battle being fought by German · 
regional authorities, ecologist 
movements and Luxembourg to 
stop further development at the 
plant. 

Already, a local French court 
has outlawed under French na­
tional law plans to add an addi­
tional two reactors to those al­
ready in operation. The 
Luxembourg-based Court will 
rule in a couple of months 
whether there was any breach 
ofE.C.law. 

Legal experts, however, said 
that since E.C. nuclear policy 
remained a largely untested 
area as far as E.C. law was 
concerned, it was impossible to 
predict how far the Court could 
go in stopping further develop­
ment of the plant. They also 
said that France, with the big­
gest nuclear program in Eu­
rope, was expected to take the 
legal battle to its highest con­
stitutional court to win approval 
for the Cattenom plant, if nec­
essary. -Reuters 

networks from outside the 1------------------------i 

COURT RULES 
AGAINST DUTCH 
AD LIMITS 

The European Court of Justice 
ruled on April 26 against Dutch 
restrictions on television ad­
vertising by foreign broadcast­
ers, in the latest stage of a 
gradual erosion of national con­
trol over television. 

country by satellite and cable. 
Both the 21-nation Council of 
Europe and the 12-nation E.C. 
are trying to draw up a common 
policy on pan-European broad­
casting, but so far have failed to 
reach an agreement. -Reuters 

ENVIRONMENT 

E.C. CALLS FOR 
''GREEN 
EDUCATION'' 

The European Community 
Commission proposed in late 
April moves to make "environ­
ment studies" part of the edu­
cation of every child in Europe. 
A spokesman for the Commis­
sion said the idea was that chil­
dren should learn about the 
environment at all levels of 
their schooling, from kindergar-

41-~~ZZZiFa~m!'IJ~ ten to university. The program 
would cover issues like pollu­
tion. protection of the country­
side and use of natural re­
sources, but it would be up to 
individual states to chose its ex-
act form. -Reuters 

FOREIGN 
AFFAIRS 

E.C. CONDEMNS 
SOUTH AFRICA, 
AVOIDS NEW 
SANCTIONS 

The European Community is­
sued a harsh condemnation of 
South Africa on April 26 but 
failed to promise new economic 
sanctions to force an end to 
apartheid. "We do not want to 
give any false hopes or expecta­
tions," German Foreign Minis­
ter Hans-Dietrich Genscher 
told a news conference when 
asked about possible E.C. sanc­
tions on South Africa. 

Genscher was speaking fol­
lowing a meeting in Luxem­
bourg between three E.C. For­
eign Ministers and a delegation 
from the 66-nation African, Ca­
ribbean and Pacific (ACP) group. 
On behalf of the E.C., Genscher 
called for an end to apartheid, 
freedom for political prisoners 
in South Africa and an end to 
what he called Pretoria's policy 

of destabilizing neighboring 
countries. "We have an abhor­
rence of the policy of apartheid. 
This is something which cannot 
be reformed but must be elimi­
nated," said Genscher, whose 
country currently holds the 
presidency of the Community. 

The ACP delegation had urged 
the E.C. to step up economic 
sanctions by introducing new 
measures such as an embargo 
on imports of South African 
coal, gold and uranium, and a 
ban on military and technologi­
cal exports to South Africa, in­
cluding nuclear technology. 

ACP President Almoustapha 
Soumaila, Planning Minister for 
Niger, told the news conference 
that existing E.C. sanctions on 
South Africa needed to be en­
forced more strictly. Sanctions 
adopted in 1986 included a ban 
on some imports of iron and 
steel and gold coins from South 
Africa, and a voluntary ban on 
new E.C. investment there. 
E.C. members Britain and Por­
tugal, however, have led opposi­
tion to stepping up economic 
pressure on Pretoria through 
new sanctions. 
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Genscher said the meeting 
(in which, he said, the Commu­
nity and the ACP countries 
agreed on fundamental ques­
tions) would send an important 
political signal to Pretoria 
showing the increasing isolation 
of the South African govern­
ment. He added that there 
would be a further meeting be­
tween the E. C. and the ACP, but 
stressed that such meetings 
were not the place to make 
decisions about sanctions. Such 
decisions would have to be 
made by all12 member states. 

Carefully avoiding questions 
about whether the ACP delega­
tion was disappointed that the 
E. C. was not ready to introduce 
new sanctions, Soumaila called 
the meeting frank, direct and 
positive. The Community was 
represented at the talks by Ger­
many, Greece and Denmark, 
and. the ACP delegation was 
comprised of Niger, jamaica, 
Burkina Faso, Zambia, Sudan, 
Mauritius, Burundi, Nigeria, 
Zaire, Angola, Belize, Papua 
New Guinea and Fiji. - Reuters 

NORWAY 
WALKS 
TIGHTROPE IN 
E.C. RELATIONS 

Norway is still walking a tight­
rope in its relations with the 
European Community more 
than 15 years after a bitter de­
bate on membership struck at 
the heart of the country's tradi­
tions and way of life. Its four 
million people are worried that 
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the E.C.'s internal market 
planned for 1992-in which 
goods, people, capital and ser­
vices will be able to move freely 
across borders-might leave 
them out in the cold. But they 
are equally anxious to avoid a 
fresh debate on whether Nor­
way should seek membership, 
with memories of the 1972 ref­
erendum still lingering. 

"Membership might be a 
more natural issue for the 
1990s," Foreign Minister 
Thorvald Stoltenberg said. 
"The debate on this will proba­
bly emerge as we adapt to the 
internal market. Either there 
will be a natural development, 
or we may never join," he told 
foreign journalists in an inter­
view. 

"The Norwegian people are 

NORWAY 

not ready for that debate today, t------"==-------~---r----------------. 
although we know Europe 
much better than in 1972. And 
I have neither the formal basis 
nor the political desire to start a 
debate on membership. This 
harmonious little country was 
the closest it has ever been to 
civil war . . . the referendum 
split families, friendships and 
political parties." 

Since the referendum, when 
a slim majority came out 
against joining the Community, 
the subject has been labelled 
taboo by all the country's politi­
cal parties, including the minor­
ity Labor government which 
Stoltenberg serves. The debate 
broke the mold of Norway's 
easy-going consensus politics, 
as the powerful fishing and 
farming lobbies fought to pro­
tect their subsidized liveli­
hoods-the backbone of Nor­
way's economy for centuries­
against foreign competition. 
Ranged against them were 
most Conservative politicians 
and industry, representing the 
new affluence and international 
links brought by Norway's 
then-fledgling oil industry. 

"My intention is to challenge 
people on adapting [to the inter­
nal market] and not to confuse 
that issue with membership," 
said Stoltenberg, who admits 
that he is personally in favor of 
Norway joining the Community. 
Norway is a member of the 
European Free Trade Associa­
tion (EFTA), which also includes 

Sweden, Switzerland, Austria, 
Finland and Iceland. EFTA coun­
tries are worried that they will 
be shut out in 1992, when the 
European economy is expected 
to speed up following the aboli­
tion of the remaining barriers to 
free trade. 

"We will try to negotiate ad­
justments with the E.C. 
through EFTA, if that doesn't 
work then with other Nordic 
countries and if that doesn't 
work , then bilaterally," 
Stoltenberg said. Norway, 
Western Europe's biggest oil 
producer after Britain, is hoping 
to reach some form of agree­
ment on energy, shipping and 
fishing. These areas make up 
most of its export earnings, 
with two-thirds of Norway's ex­
ports going to the European 
Community. 

"In our efforts to adapt, we 
will have a wide discussion of 
our values," Stoltenberg said. 
"This will be much more seri­
ous and go much deeper than 
many people realize at this 
stage. Every Norwegian values 
full employment. We have to 
ask why we-and other coun­
tries in EFTA-enjoy almost full 
employment and the E.C. coun­
tries do not," he said. "I'm wor­
ried that industry has not been 
moving fast enough to adapt. 

Asked about the E.C.'s atti­
tude towards Norway, 
Stoltenberg said, "The Com­
munity has a very wise and dig-

nified attitude toward us. We 
feel welcome, but it's up to us. 
H you try and push a Norwe­
gian, he'll go the other way." 
Stoltenberg also welcomed an 
initiative from E.C. Foreign 
Ministers, who called for a 
"special relationship" with Nor­
way at a meeting in the Federal 
Republic of Germany earlier 
this year. 

"It was an important political 
signal, although I do not know 
what it will mean in practical 
terms," Stoltenberg said. 
Pressed for his own vision of 
Norway's relations with the Eu­
ropean Community, 
Stoltenberg smiled and said, "H 
I tell you my vision, I will de­
stroy it. But my nightmare is 
that one day we may want to 
join-and that the E.C. will not 
want us."-Reuters 

EXTERNAL 
TRADE 

SWEDISH 
BUSINESS VOICES 
SUPPORT FOR 
E.C. ENTRY 

Ninety-one percent of Swe­
den's leading businessmen want 
their country to join the Euro­
pean Community, according to 
a survey published in early May 
by the influential business daily 
Dagens Industri. 



The poll was answered by 
either the chairman, managing 
director or immediate assistant 
in a sample of 1,000 companies 
which have more than 200 em­
ployees, the newspaper said. It 
is the biggest survey ever taken 
on the subject among Sweden's 
business leaders, and provides 
more ammunition for the Na­
tional Federation of Swedish In­
dustries, which is campaigning 
for Swedish membership in the 
Community. 

Sweden says its strict code of 
neutrality prevents it from join­
ing the European Community, 
but both ruling Social Demo­
crats and the center-right oppo­
sition coalition have called for 
Sweden's membership in the 
E.C. internal market, to be in­
stituted in 1992, which will en­
sure a free movement of goods, 
services and employment. 

The results of the poll differ 
from a general survey of the 
public last autumn, which 
showed 38 percent support for 
Swedish E.C. membership, 
while 25 percent thought the 
Community would be to Swe­
den's disadvantage, and 37 per­
cent were hesitant. -Reuters 

E.C. PLEDGES 
OPENNESS TO 
A SEAN 

The European Community 
pledged in early May greater 
openness to South East Asian 
imports, as well as backing for 
regional efforts to end Viet­
nam' s nine-year occupation of 
Kampuchea. "We want to ex­
tend and intensify our political 
dialogue. We want to make our 
economic cooperation still 
closer by increasing trade and 
investment," said German For­
eign Minister Hans-Dietrich 
Genscher at a two-day meeting 
of the E.C. and the Association 
of South East Asian Nations 
(ASEAN). 

Speaking for the six-member 
Asian bloc, Thai Foreign Minis­
ter Siddhi Savetsila urged the 
E.C. to keep backing ASEAN's 
call for an end to the occupation 
of Kampuchea. The E. C. should 
"continue to actively support 
the ASEAN position and deny 
Vietnam any assistance which 

would in any way sustain the 
continued Vietnamese military 
occupation," he said. Vietnam 
has kept an estimated 100,000 
troops in Kampuchea to battle a 
coalition of three guerrilla 
groups ever since it helped top­
ple the Khmer Rouge regime in 
1978. 

Genscher, chairing the meet­
ing, said: "We join together, the 
E.C. and ASEAN, to bring our 
combined weight to bear on the 
Kampuchean question," and an­
other E.C. official added that 
the Community supported "re­
gional initiatives that can end 
the war in Kampuchea." The 
E.C. as a group has not yet 
replied to a request by Vietnam 
last year to establish formal dip­
lomatic relations. 

Savetsila said ASEAN, which 
groups Thailand, Malaysia, Sin­
gapore, Brunei, Indonesia and 
the Philippines, wanted a neu­
tral Kampuchea under U.N. Se­
curity Council guarantees. He 
urged the E.C. to back the 
peace efforts of Prince 
Noradom Sihanouk, head of the 
coalition opposing the Hanoi­
backed Kampuchean govern­
ment, saying Sihanouk was piv­
otal to any peaceful solution. 
Genscher made no direct refer­
ence to Sihanouk' s role. 

The Prince, who for 29 years 
ruled what was then Cambodia, 
held talks in Paris with the Viet­
namese-backed government in 
January, but is now insisting on 
face-to-face meetings with the 
Hanoi leadership. Sihanouk was 
ousted in 1970 after the U.S. 
war against North Vietnam 
spilled over across the border 
into his country. The ensuing 
civil war led to the emergence 
in 197 5 of the Khmer Rouge, 
who were responsible for hun­
dreds of thousands of deaths in 
a campaign to create a new 
society. 

Genscher also tried in his 
speech to allay ASEAN fears that 
E.C. plans to eradicate internal 
trade barriers by 1992 would 
amount to closing Europe's 
320-million-people market. "An 
economically strong Europe 
will be more than ever obliged 
to keep its external frontiers 
open," he said. 

The E.C. is ASEAN's third big­
gest trading partner after Japan 

and the United States, and the 
six Asian countries have in­
creased trade with the Commu­
nity by 55 percent since 1980. 
Genscher told the seventh E.C.­
ASEAN summit that the E.C. 
would boost investment in 
South East Asia, and welcomed 
a change in the nature of ASEAN 
exports, half of which are fin­
ished products after decades of 
reliance on raw materials. 

Both E.C. and ASEAN officials 
stressed the need to cooperate 
in the current round of multilat­
eral trade negotiations in the 
General Agreement on Tariffs 
and Trade (GATT) to ease world 
protectionism. E.C. Commis­
sioner Claude Cheysson told 
the 18 Foreign Ministers that 
E.C . .:.ASEAN cooperation, begun 
in 1978, had been a model for 
the Community in forming simi­
lar links with Central America 
and the Gulf nations. -Reuters 

SOCIAL ISSUES 

COMMUNITY 
LAUNCHES 
ANTI·CANCER 
CAMPAIGN 

European Community officials 
have begun a new campaign 
against cancer which, they be­
lieve could save 150,000 lives 
by the turn of the century. 
Smoking, over-eating, drinking 
and spending too much time in 
the sun are the main "thou shalt 
nots" of what the E. C. calls the 
plan's "Ten Commandments" 
to fight cancer. 

The Community emphasized 
the list of recommendations 
during its anti-cancer week 
from May 1-8, which marked 
the beginning of a number of 
activities which will continue 
through 1989, which has been 
dubbed "The European Year of 
Information to Prevent Can­
cer." An estimated one in four 
of the E.C.'s 320 million citi­
zens has cancer or will contract 
the disease during their life­
time. "These self-help mea­
sures are the key to cutting 
cancer deaths in the Commu­
nity by 15 percent," said the 
E.C. Commissioner responsible 
for social affairs, Manuel Marin. 

Posters, television programs 
and a cartoon character called 
"Euro-Jim" will be spreading 
the message through the 12 
E.C. member states. Michel 
Richonnier, the official in 
charge of the campaign, said 
the Community was also trying 
to promote a healthier lifestyle 
through its Common Agricul­
tural Policy. He acknowledged 
that tobacco was heavily subsi­
dized through the CAP, but said: 
"We're trying to encourage 
production of less harmful to­
bacco and get farmers to switch 
to fruit, vegetables and cotton 
production instead." -Reuters 

E.C. LAUNCHES 
PROGRAM FOR 
HANDICAPPED 

The European Community an­
nounced the launching in late 
April of a program to help the 
more than 30 million handi­
capped people within its 12 
countries. The Commission said 
in a statement that the 4-year 
program, called Hellos, will cost 
19 million ECU (about $23.6 mil­
lion), and will be aimed at help­
ing the Community's handi­
capped to lead independent 
lives. 

The program is designed to 
increase cooperation among 
Community member states, 
create a framework for new 
E.C. laws, ensure that the 
handicapped are consulted be­
fore projects concerning them 
are implemented, and publicize 
the contribution handicapped 
people make to society. 
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"ADVENTURE" TRAVEL 8090, Berkeley, CA 94707, (800) 622- more rigorous days than those at the 
Continued from page 39. 2236); FITS Equestrian (2011 Alamo Pin- office. 

tado Rd, Solvang, CA (805) 688-9494). · When it comes to special equipment 
tively easy. Good resources for adventure Mountain Travel is especially recom- and clothing, every adventure trip oper-
travel possibilities are the travel guide mended for those in search of more rigor- ator sends along a recommended list of 
sections of magazines like Outside and ous mountaineering trips. what to bring. Many will even include a 
Backpacker. If neither of these yields an There are countless other adventure list of good sources for gear you might 
ad that catches your imagination, contact travel companies, some so small they need. The source list will generally list 
Zapodel, Inc. at P.O. Box 1049, Del Mar, can't afford splashy ads in magazines. It shops within the United States and more 
CA 92014, for a copy of their Adventure was a reading about a small tour company often now will list stores in the country of 
Getaways book that lists over 2,000 in a Scottish heritage paper that urged destination. 
scheduled trips "from Alaska to Zanzi- the Mackinnons to select Transcotland And the unexpected? There will always 
bar." The 325-page book takes a cate- Holiday Expeditions (216 Newhaven be unknowns when you make an adven-
gory of trip-say, "cultural expe- Road, Edinburgh EH6 4QE Scotland, ture travel trip. Suffice it to say that most 
ditions" -and breaks the relevant 031-552 8360). As they found, the big- adventure travel companies try to cover 
information down into month/trip dura- gest tour operators are not necessarily every contingency, but there are those 
tion, a geographical listing of places vis- the best, and often that personal touch cases of travelers meeting leprechauns 
ited by which companies and then more that makes a trip so special is best found along an Irish road, or sleeping in a 
expensive trip profiles. Adventure Get- with smaller operators. haunted chateau in Burgundy that cannot 
aways is $19.95 and may be ordered by Details about physical conditioning are be accounted for. 
calling (619) 481-7337. taken care of by larger tour operators Not every adventure traveler has such 

Apart from this method of choosing with a questionnaire that is filled out well an out-of-this-world experience. Most 
your trip, there are some recognized in advance of the trip. If the tour oper- find themselves getting into the rhythm 
leaders in European travel adventure you ator's medical advisors foresee any prob- of the country they are traveling through, 
will want to contact. Among them are: lems a· person might have on the trip, and find themselves discovering more 
Mountain Travel (139 Solano Ave, Berke- they will disqualify them from the trip than they ever did while traveling in the 
ley, CA 94 706, (800) 227 -2384); Butter- immediately. On the other hand, anyone "classic" manner. Each day is lived to its 
field and Robinson (70 Bond Street, To- in good health should have no problem fullest with the realization at day's end 
ronto, Ontario, Canada M5B 1X3 (800) with any of the adventure travel trip that it is wonderful to have been part of 
387-1147); Wilderness Travel (801 All- offerings. Of course, it is considered a an adventure rather than viewing it from 
ston Way, Berkeley CA 94710, (800) good idea to start a regimen of exercise afar on a television screen or through the 
24 7 -6700); REI Adventures (P.O. Box before embarking and to be prepared for window of a tour bus. E 

CANADA 
Continued from page IS. "Fortress America," are being created. On the question of direct investment in 

In contrast, Canadians maintain, they Canada, most experts see improved 
had to undergo a much more painful ex- opportunities for Europeans under the 
perience of trade diversion when the FTA. Investment in Canada will gain enor-

while Europeans might find something United Kingdom, Canada's major Euro- mously in attractiveness if European 
that they want to clarify, Canada is "confi- pean trading partner, joined the E.C. and companies are assured free access to the 
dent" that nothing objectionable will be preferential tariffs were lost. Compensa- huge U.S. market. However, forces other 
found. tion, as the E.C. might ask from the than free trade paragraphs-namely ex-

Even the Canadians admit, however, North American free trade partners, did change rates, interest rates, the cost of 
that in addition to trade creation, some · not make up for this loss. One industry in labor-will determine if European inves-
trade diversion is a possibility, with tariffs which the competitive stance might be tors will indeed opt for the Canadian 
falling between the United States and eroded, according to observers, could be location. After all, European investors 
Canada, yet remaining-because they the rather successful European electron- might choose instead the United States 
are individually and independently set by ics industry in Canada. It is one commod- with an added Canadian market as a wei-
either Canada or the United States-to ity where they are helped by still existing come, but not all that important, appen-
the outside. The impact on European tariffs between Canada and the United dix. 
exporters suddenly being faced with States. Deputy Minister Roy expresses confi-
more price-competitive products of their Deputy Minister Roy realizes that dence that Canada will not be the loser. 
now tariff-unencumbered North Ameri- other trading partners are concerned but "Labor, energy costs and so on are fac-
can rivals should still be minor, says Sun- maintains that forecasts are impossible to tors where we can offer quite a lot." 
der Magun, Project Director of the Trade make: "Only experience will show." He Other less tangible factors "that the 
Study Group at the Economic Council of predicts, however, that European firms United States does not have, give Canada 
Canada, an economic think tank that ap- will have to become more efficient and another advantage, especially for Euro-
proves of the FTA. Already almost 80 thus also more competitive on the North pean companies whose investment in-
percent of trade between Canada and the American market because of Europe's eludes the transfer of many people," Roy 
United States is without duty. In the magic date of 1992, when it completes its maintains. "Canada is closer to the Euro-
remaining 20 percent there "might be internal market. "While we have to ratio- pean way of life, the cities are cleaner, 
some shifts in specific commodities, but nalize [to compete with the United States there is less violence." This, with the 
on the whole they should not be very in a free-trade environment], the Euro- availability of a qualified workforce, 
large." Mter all, proponents of the agree- pean companies will too because of makes for a "little booklet that puts Can-
ment do not tire in stressing that no new 1992," Roy says. "How the two pro- ada in a good light." E 
barriers toward the outside, that is, no cesses will merge is too early to say." 
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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. 

Environmental Management in Ag­
riculture: European Perspectives. 
Edited by ].R. Park. London, 1988. 260 
pp. 

This publication details a report about 
a workshop on "Agricultural Manage­
ment and Environmental Objectives," 
which was held from 14 to 17 July 1987 
at Bristol. The book describes the pro­
ceedings and comprises the main points 
of the introductory talk, the national re­
ports, the review papers, the technical 
papers and introductions to the parts by 
the Rapporteurs of each session. 

European Interests and GuH Oil. By 
Valerie Yorke and Louis Turner. Ver­
mont, 1986. 125 pp. 

This study assesses the differences in 
dependence of Western Europe and the 
United States on Gulf oil and their di­
verging approaches to the variety of po­
litical and economic problems the Gulf 
states face. It further presents the ele­
ments of a New European Policy towards 
the Gulf, suggesting the necessity for 
Europe, which is relatively more impor­
tant economic ties based on trade and 
investment, to avoid a stop-and-go policy 
approach to the regions and to develop a 
coherent strategy in line with its inter­
ests. 

United States and Common Market 
Antitrust Policies. Edited by Barry E. 
Hawk. New York, 1987. 682 pp. 

This volume contains articles based 
upon lectures delivered in condensed 
form, followed by panel discussions, dur­
ing the Thirteenth Annual Fordham Cor­
porate Law Institute on United States 
and Common Market Antitrust Policies 
in New York City on 16-17 October 
1986. 

International Business Travel and 
Relocation Directory. 5th Edition. 
Prepared by the editors of Knowledge 
Industry Publications, Inc. Detroit, 1987. 
1,022 pp. $385.00. 

Focusing on the detailed travel in­
formation needs of persons assigned to 
international business or relocated to a 
foreign country, this directory provides 
details on local customs, arrival proce­
dures, money matters, health services, 
sources of additional information, and 
much more for each country covered. 

Developments in the Trading Sys­
tem, April 1987-September 
1987. Prepared by the GATT Secretar­
iat. Geneva 1987. 128 pp. SF 25. 

This survey summarizes significant 
developments in the six months under 
review which have come to the attention 
of the secretariat. It focuses in particular 
on developments which are relevant to 
the work of the GATT. The survey begins 
with an overview of main developments. 
It goes on Jo bring together information 
relating to a number of product sectors 
and to regional groupings. The next sec­
tions deal with commercial policy 
changes introduced by governments and 
with trade policy measures under consid­
eration. The last sections of the survey 
deal with developments in other related 
areas, including exchange rates. 

Efficiency, Stability, and Equity: A 
Strategy for the Evolution of the 
Economic System of the European 
Community. By Tommaso Padoa­
Schioppa. Oxford, 1987. 187 pp. $39.95 
cloth, $15.95 paper. 

This book is the report of an indepen­
dent group of distinguished economists 
and political scientists who reflect on how 
the economic system of the Community 
needed to evolve in the light of the en­
largement · to include Spain and Portugal. 
Also discussed are the objectives of com­
pleting the internal market by 1992, and 
the signing of the Single European Act. 
The book concludes that there are impor­
tant linkages extending from these · re­
cent decisions into needs for the develop­
ment of the European Monetary System 

and the reform of the Community bud­
get. 

International Countertrade. Edited 
by Christopher M. Korth. New York, 
1987. 191 pp. $35.00. 

This work, the product of an interna­
tional conference held in the spring of 
1985, focuses upon the managerial as­
pects of international corporate counter­
trade. It begins with an overview of coun­
tertrade and of various countertrade 
practices in different regions and indus­
tries. The heart of the book focuses upon 
such technical aspects of countertrade as 
financing, law, operations and strategy, 
and proposes the development of a mar­
ketable security for countertrade credits. 
Also considered are the facilitators of 
countertrade--countertrade traders, 
switch traders, and merchants, and ac­
counting and tax aspects of countertrade. 
The volume concludes with various offi­
cial views from the United States Con­
gress, the U.S. Department of Com­
merce, the World Bank, and the office of 
the GATT. 

Trade Policy, Protectionism and the 
Third World. By Michael Davenport. 
Croom Helm, New Hampshire, 1986. 
152 pp. 

High levels of protectionism among 
the Western industrialized countries has 
been the response to a decade of persis­
tent economic crisis, sluggish growth, 
industrial decline and rising unemploy-

ment. As the two major actors, the Euro­
pean Community and the United States, 
between them bear the major respon­
sibility for the breakdown of the liberal 
world trading system. This study exam­
ines the impact of the E.C.'s generalized 
system of preferences on trade with the 
Third World. It considers the GSP from 
the standpoint of the beneficiary coun­
tries, the Community itself, and also the 
countries outside the scheme. Particular 
attention is accorded to the ASEAN coun­
tries--Thailand, Indonesia, Malaysia, Sin­
gapore and the Philippines. 

Europe and the Global Crisis: A first 
exploration of Ewrope's potential 
contribution to world order. By Chris­
topher Layton. London 1986. 70 pp. 

This essay investigates how the Euro­
pean Community can make a contribution 
to the aim of a more peaceful and pros­
perous world. Europe has usually been 
respondent to the initiatives of others, 
not the prime initiator, One thesis of this 
report is that this must change. The 

report, then, hopes to stimulate wider 
discussions and action .. 

Food Strategies for Tomorrow. By 
Susan George. The Hunger Project Pa­
pers, No.6. San Francisco 1987. 25 pp. 

This paper discusses the opportunity 
Europe now has to establish a different 
and original relationship with the Third 
World. The strategies hereby applied 
must go beyond food aid and even beyond 
increasing food production to address the 
crucial issue of ensuring opportunities in 
Third World countries that will provide 
an adequate and secure level of living. 

ECU-European Currency Unit. 
Edited by Richard M. Levich. London 
1987. 172 pp. 

This book is a comprehensive and 
practical guide to the ECU. It first gives 
an overview of the development of the 
ECU and the EMS since their creation, and 
then focuses on more practical aspects 
such as the markets for ECU instruments, 
the corporate and financial applications of 
the ECU in investment, invoicing, and 
accounting, and the future prospects for 
the ECU. Finally, the book gives descrip­
tions of the major European banks which 
are strongly involved in ECU activities. 

Privatization and P ublic Enter­
prises. By Richard Hemming and A.M. 
Mansoor. Occasional Paper No. 56. In­
ternational Monetary Fund. Washington, 
D.C. 1988. 22 pp. $7.50. 

This paper examines the role that pri­
vatization can play within a wider strat­
egy designed to overcome the problems 
associated with public enterprises. The 
paper, for the most part, skirts the detail 
of privatization initiatives in various 
countries and tries to address some gen­
eral issues that arise in evaluating the 
potential role of privatization. Section II 
briefly reviews the arguments used to 
support public production and national­
ization, discusses the performance of 
public enterprises, and identifies the 
problems to which privatization can be 
seen as a direct response. Section ill 
outlines arguments used in support of 
privatization. Section IV and V examine, 
in analytical terms, the likely impact of 
privatization. Section VI, finally, dis­
cusses the implications for adjustment 
policies arising from the principal conclu­
sions of this paper. 

International Capital Markets: 
Developments and Prospects. By 
Maxwell Watson, et al. World Economic 
and Financial Survey, January 1988. In­
ternational Monetary Fund. Washington, 
D.C., 1988. 107 pp. $15.00. 

This study provides an assessment of 
trends in the international capital mar­
kets, including most notably recent mar­
ket shocks to the financial system and 
developments in the debt situation. It 
also reviews the scope of progress 
achieved over the last few years in 
strengthening the financial system. The 
study focuses on the trends in industrial 
country markets, including liberaliz'ation 
measures, innovations and structural 
changes, and relevant changes in super­
vision. It review key factors influencing 
the debt situation, including provisioning 
by commercial banks and innovative fi­
nancial modalities. 

Officially Supported Export Credits: 
Developments and Prospects. By K. 
Burke Dillon and Luis Duran-Downing. 
World Economic and Financial Surveys, 
February 1988. International Monetary 
Fund, Washington, D.C., 1988. 47 pp. 
$10.00. 

This study is based on discussions of 
IMF staff with export credit agencies and 
government authorities of the ten major 
industrial countries plus Spain during 
April and May 1987. Section I provides 
an overview of the role of export credits 
in the debt situation. Section II describes 
the general stance of export credit and 
cover policies. Section III discusses 
trends in export credit and covers com­
mitments, developments in the financial 
situation of agencies, and prospects for 
export credit flows. Section IV assesses 
the impact of export credit flows on the 
development process, and in Section V 
the staff sets forth certain concluding 
observations in view of the findings of the 
study. 

Trade Policy, Protectionism and the 
Third World. By Michael Davenport. 
London 1986. 152 pp. 

This study examines the impact of the 
European Community's Generalized Sys­
tem of Preferences on trade with the 
Third World. It considers the GSP from 
the standpoint of the bene9ciary coun­
tries, the Community itself and also the 
countries outside the scheme. Particular 
attention is accorded the ASEAN coun­
tries-Thailand, Indonesia, Malaysia, 
Singapore and the Philippines. 
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D The European Community in 
Diagrams. European File No. 1-2/88, 
Commission, Brussels, january 1988, 
23 pages. Basic statistical information 
on the E.C. and its member states pre-
sented in graphs and charts. Free 

D Research and Technological 
Development for Europe. European 
File No. 19/87, Commission, Brussels, 
December 1987, 11 pages Free 

D Programme of the Commission 
for 1988. Bulletin of the European 
Communities, Supplement No. 1/88, 
Commission, Brussels, 1988, 57 pages. 
Includes statement by Jacques Delors, 
President of the Commission, to the 
European Parliament, January 20, 
1988. Free 

D The ECU. European Documenta­
tion No. 5/1987, Commission, Brus­
sels, 1987, 57 pages. Basic explanation 
of the history and role of the ECU in 
the European Monetary System and 
the private sector. Free 

D Public Opinion in the Euro­
pean Community on Energy in 
1986. Commission, Brussels, May 
1987, 163 pages. Survey, conducted in 
the fall of 1986, deals with various as­
pects of the energy situation as per-
ceived by E.C. citizens. Free 

0 Europeans and Their Agricul­
ture: Public Opinion in the Euro­
pean Community. Eurobarometer 
Special Issue February 1988, Commis­
sion, Brussels, 1988, 75 pages. Results 
of an opinion survey on agriculture 
based on the standard Eurobarometer 
sample and a special survey of fanners 
in each of the member states. Free 

D Attitudes Toward U.S.-Euro­
pean Relations. The Gallup Organi­
zation, Princeton, january 1988, 125 
pages. Survey of attitudes of the gen­
eral population, and an elite sample, in 
the United States conducted at the end 
of 1987. Covers attitudes toward West­
ern Europe, international trade, com­
parisons with Japan and awareness 
about the E.C. Free 

D European Affairs No. 4/87. 
Elsevier, Amsterdam, 1987, 123 pages. 
Sample of the winter 1987 issue. Arti­
cles cover a range of topical issues on 
trade, economics and politics. Free 

0 Treaties Establishing the Eu­
ropean Communities, Treaties 
Amending These Treaties, Single 
European Act, Volume I. Office for 
Official Publications, Luxembourg, 
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1987, 1118 pages. Texts of the basic 
treaties for the ESC, ECSC, and 
Euratom, amended and annotated. In­
cludes complete texts of amending 
treaties on common institutions, own 
resources, the Investment Bank, direct 
elections, Greenland and the Single 
Act. $48.00 

D Directory of Community Legis­
lation in Force: lOth Edition. Office 
for Official Publications, Luxembourg, 
1987, 833 pages. References, classified 
by subject, for all binding Community 
legislation in force as at December 1, 
1987. $74.20 

D Lawyers in the European Com­
munity. European Perspectives, Com­
mission, Brussels, 1987, 293 pages. 
Survey of national laws relating to law­
yers and the practice of the profession. 
Examines problems for the right to pro­
vide services within the E.C. $14.00 

D Population Map. Commission, 
Brussels, 1988. Depicts the geographi­
cal distribution of people in the EC. In­
set charts provide statistics on density, 
age groups, birth, labor force and em­
ployment. 40.5 X 29.5 inches. folded in 
plastic envelope. $5.00 

D Twenty-first General Report on 
the Activities of the European 
Communities-1987. Commission, 
Brussels, 1987, 424 pages. General pic­
ture of E.C. activities, policies and 
achievements in 1987. $11.00 

D Treaties Establishing the Eu­
ropean Communities (ECSC, EEC, 
.EAEC)-Single European Act­
Other Basic Instruments: Abridged 
Edition. Commission, Brussels, 1987, 
649 pages. Basic texts of the original 
treaties with amendments on the 
merger of the institutions, own re­
sources, direct election of the Parlia­
ment, the Single Act, lists of decisions 
on accessions and contents of the com-
plete edition. $1 7.10 

D Corps diplomatique accredite 
aupres des Communautes 
europeennes (Octobre 1987) Com­
mission, Brussels, 1987, 184 pages. 
List of diplomatic missions accredited 
to the E.C., with addresses and names 
of principal officials. $5.00 

D The Agricultural Situation in 
the Community: 1987 Report. 
Commission, Brussels, 1988, 425 
pages. Analysis and statistics on the ag­

, ricultural markets and structures, posi­
tion of consumers, financial and policy 
aspects of the common agricultural pol-

icy and market outlook. $28.60 

D Completing the Internal Mar­
ket for Industrial Products. Com­
mission, Brussels, 1986, 82 pages. 
English summary of a Dutch sponsored 
study to identify the direct and indirect 
costs of the fragmentation of the inter-
nal E.C. market. $12.00 

D The Likely Impact of Deregu­
lation on Industrial Structure and 
Competition in the Community: Fi­
nal Report. Commission, Brussels, 
1987, 232 pages. Survey of attitudes on 
and experiences with deregulation in 
the United States and Europe. Case 
studies on civil aviation, telecommuni-
cations, and road transport. $20.90 

D The Regional Impact of the 
Common Agricultural Policy in 
Spain and Portugal. Commission, 
Brussels, 1987, 58 pages. Reviews 
developments in European agriculture 
from 1976-1983 in the E.C.-10, there­
gional agricultural characteristics of 
Spain and Portugal, and the impact of 
enlargement and CAP reform on agri-
culture in various regions. $7.40 

D Explanatory Notes to the Com­
bined Nomenclature of the Euro­
pean Communities. Commission, 
Brussels, 1987, 533 pages. General 
guidance notes for the interpretation of 
the new Combined Nomenclature, 
based on the Harmonized System, for 
the classification of goods in the tariff 
schedule. $30.50 

0 TARIC: Integrated Tariff of 
the European Communities. Com­
mission, Brussels, 1987, 1925 pages. 
Tariff guide, indicating by line item of 
the customs schedule, the rates of 
duty, suspensions, quotas and preferen­
tial treatment of goods entering the 
E.C. $140.00 

0 Legislation on Dangerous Sub­
stances: Classification and Label­
ling in the European Communi­
ties. Commission, Brussels, 1987, 
1020 pages. Consolidated text of Coun­
cil Directive 67/548/EEC on the classi­
fication, labelling and marketing of dan­
gerous substances, with annexes, as of 
May 1, 1987. $99.00 

0 Electricity Prices 1980-1987. 
Statistical Office, Luxembourg, 1987, 
54 pages. Explanation of the tariff sys­
tems and taxation for electricity in the 
member states, with data on prices for 
domestic and industrial use. $13.00 

D Gas Prices 1980-1987. Statisti­
cal Office, Luxembourg, 1987, 40 
pages. Explanation of the tariff svstems 
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and taxation for gas in the member 
states, with data on prices for domestic 
and industrial use. $13.20 

0 Industry Statistical Yearbook 
1986. Statistical Office, Luxembourg, 
1987, 149 pages. Selection of industrial 
statistics on structure and activity, in­
vestments, data by size of enterprises, 
short-term trends and external 
trade. $25.10 

0 Iron and Steel Statistical Year­
book 1987. Statistical Office, Luxem­
bourg, 1988, 149 pages. Annual data on 
the structure and economic situation of 
the E.C.'s iron and steel industry: em­
ployment, production of crude and fin­
ished steel, works deliveries, foreign 
trade, investments, prices and 
levy. $26.50 

D Carriage of Goods 1985: In­
land Waterways. Statistical Office, 
Luxembourg, 1986, 168 pages. Data on 
the movement of goods by inland wa­
terway vessels irrespective of the 
country of registration. $14.00 

0 External Trade Statistical 
Yearbook 1987. Statistical Office, 
Luxembourg, 1987, 160 pages. Main 
series of trade statistics from 1958 to 
1986 for the E.C.-12. Covers the posi­
tion of the E.C. in world trade, trade 
with non-members, intra-E.C. trade, 
and trends in trade by country and 
commodity. $9.00 

0 Definition of Registered Un­
employed. Statistical Office, Luxem­
bourg, 1987, 105 pages. General survey 
of national definitions and the scope of 
statistics on registered unemployment 
in the E.C. member states. $8.50 

D Proceedings of the Seminar on 
the Provision and Use of Economic 
Statistics. Statistical Office, Luxem­
bourg, 1087, 235 pages. Papers of a 
seminar held in Gaborone (Botswana), 
April6-10, 1986. $15.90 

D A Social Survey in Maritime 
Transport. Commission, Brussels, 
1987, 122 pages. Study on employment 
related benefits and their affect on the 
competitiveness of the E.C. maritime 
industry. Surveys international and na­
tional provisions on working conditions, 
pay and other benefits for sea-
men. $13.00 

D Demographic and Labour 
Force Analysis Based on Eurostat 
Data Banks. Statistical Office, Lux­
embourg, 1988, 57 pages. Analysis of 
population trends in the member states 
and implications for the future level of 
the labor force. Data projections by age 
and sex up to 2025. $7.00 
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Try The BERLITZ® Learn-At-Home Language Program for 21 Days ... 
RISK-FREE. 

Available in Spanish, French, German, and Italian Programs 

The ease and effectiveness of this learn-at-home program 
should come as no surprise. It has been developed by the 
experts at BERLITZ, a name synonymous with excellence 
in language instruction. 

Begin with the famous Berlitz ZERO TM exercises, so named 
because they start you "from zero" in your new language. 
You learn the same way you learned English, by listening 
and absorbing the language as it is used in everyday set­
tings . . . then repeating what you hear. In a short while, 
you'll even be thinking in your new language. 

Perhaps you want to learn a foreign language to help 
yourself in your business career, or simply to get more 
enjoyment out cf foreign travel. Whatever your reasons, 
you'll find the Berlitz Learn-At-Home program to be a fast, 
fun, and effortless way to learn the language of your choice. 

If your company is not reimbursing you for this course, it 
is tax deductible if used for business purposes. 

FREE! 
A Berlitz Travel Kit 
(to the country of your choice) 

These unique new travel kits help you get the most out of 
every day of your trip. Each country kit contains: a 60-
minute cassette of practical travel tips to give you a sneak 
preview of the country, a color travel guide to the country's 
major city, and a route-planning travel map. The kit is yours 
to keep, even if you return the course. (A $14.95 value) 

Choose from: 

France 
Spain 
Mexico 
Germany 
Italy 
Switzerland 
Great Britain 

The program, which comes in a handsome briefcase, 
contains: 

• The 10-lesson, 90-minute ZERO cassette to familiarize 
you with the spoken language. You begin speaking 
immediately. 

• Forty additional lessons on five 60-minute cassettes to 
put your growing command of the language to work in 
a variety of real-life situations. 

• Six illustrated workbooks to visually reinforce what 
you're hearing and explain the usage of the language 
you're learning. 

• A pocket-size two-way dictionary that makes word­
finding a snap - whether it's finding the English 
meaning of a foreign word or vice versa. 

• The Berlitz Rotary Verb Finder that lets you instantly 
change any of four dozen common verbs into present, 
past or future tense. 

Berlitz Money Back Guarantee 
Try the Berlitz Learn -At- Home program for 21 days. If you are 
not satisfied for any reason, simply return it and receive a 
complete refund. 

For your convenience on credit card orders dial toll-free 

U and refer to Dept. 2241 
24 hours a day, 7 days a week. 

,---------------------------------------------------------l BERLITZ PUBLICATIONS, Inc. Oept.2241 
I 866 Third Ave., 27th Fl., New York, NY 10022 

Send Berlitz Comprehensive Cassette Course(s) checked. 
$140.00 each in briefcase plus $5 for shipping and insured delivery. 
0 French 86100 0 German 86101 0 Italian 86102 0 Spanish 86103 
D Send me my FREE Berlitz Travel Kit (check one) 
D France 86474 D Spain 86472 D Mexico 86471 D Germany 86478 
D Italy 86476 D Switzerland 86475 D Great Britain 86473 
Enclosed check money order payable to Berlitz. 
Or charge my AMEX Diners Club VISA ___ _ 
MasterCard InterBank # Exp. Date ___ _ 
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Address ___________________ _ 

City State Zip __ _ 
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