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Modern rail networks
for an integrated
Europe.

The European Union's greatest challenges are establishment of EMU

—_

¥ 4

- Economic and Monetary Union - and preparing for enlargement, integrat-
ing candidates from Central Europe and Cyprus. T‘hue European
Investment Bank, the EU’s financing institution, raises its res;rces on capital
markets to finance projects that promote European integration. Between
1993 and 1997, it lent over ECU 110 billion (US$ 120 billion) for invest-
ment supporting EU economic policies. __ The EIB is actively promoting
EMU’s single currency, the Euro, helpin/g to create a deep, liquid
and widely diversified market for the new money. From the start of EMU
next year, the EIB will be the largest non-government issuer of Euro
bonds. Under the framework of the EU’s pre-accession support, the
EIB will |ergup to ECU 7 billion (US$ 7.7 billion) between 1998 to the

beginning of 2000 for environmental protection, transport, telecoms,

energy and industry projects, helping Central Europe meet EU standards.

100, Bvd. Konrad Adenaver, 1-2950 Luxembourg
Tel.: (+352) 4379 3147 - Fax: (+352) 4379 3189
Internet http: //www.eib.org
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Buy, Sell, Hold:
Spain’s Bolsa de
Madrid saw a

profitable first
half of 1998,
increasing in
value Iiy 40
percent and
reflecting the
growing
shareholder
culture both in
Spain and across
Europe.
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Letter from the Editor

economic reliability during the current global financial

slump? Will the financial problems facing Brazil, Malaysia,
Russia, and Japan have a serious impact on the economies of
European countries?

Bruce Barnard, writing from London, comments, “Bar-
ring a global meltdown, Europe is set to ride out the storm.
While the storm rages, Europe is doing something remark-
able: creating a brand new economy.”

Alan Osborn reports on the proposed “strategic
alliance” between the London and Frankfurt stock
exchanges. Kerin Hope, writing from Athens, dis-
cusses the ups and downs of the Greek stock mar-
ket, and Benjamin Jones, reporting from Madrid,
| writes about how privatization issues are sending

the Spanish stock market to new heights.

] In our Capitals department, our fifteen corre-
spondents report on an aspect of personal investing
in their respective nations. From “Granny’s Nest
Egg” in Ireland to “Dutch Pensions” in the Nether-
lands to “Italians Flocking to Stocks” in Italy, our
writers present a detailed account of how the aver-
age citizen invests his or her personal savings.

Yannos Papantoniou, the respected Greek finance minis-
ter, in an exclusive EUROPE interview, outlines his views on
reforming the world economic system, the euro, currency
controls, the European Central Bank, the economy of
Greece, and the financial problems in Russia.

“What is the future of Kosovo?” asks Martin Walker,
based in Brussels. Sadly, Walker writes, “The tragedy of
Kosovo is not yet complete.” EUROPE details what role the
European Union is playing in Kosovo to provide needed hu-
manitarian assistance.

Our Vienna correspondent, Susan Ladika, has recently
returned from Bosnia and outlines how that country is re-
building with quite a bit of help and manpower from the Eu-
ropean Union. She speaks with EU officials in Sarajevo to
find out exactly what the EU is doing to maintain the peace
and rebuild the former war-torn nation. Surprisingly, she
finds that some adventurous tourists are already visiting
Sarajevo on their holidays.

Greece is working overtime to join the European single cur-
rency by January 1, 2001. EUROPE profiles the Simitis govern-
ment and its efforts to join “Euroland” as soon as possible.

EUROPE goes to Amorgos, the easternmost island in the
Cyclades, to present an old-fashioned but beautiful travel des-
tination. EUROPE also looks at another new tourist destina-
tion—Zagreb—and finds it as enticing as Prague or Budapest.

Robert J. Guttman
Editor-in-Chief

Is Europe a financial “island of stability” and an “oasis” of
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ADVERTISEMENT

The Egnatigy po—

gnatia Odos, the Egnatia Motor-
way, is a project of major signif-
icance and international caliber.
It is the first road corridor of high
standards to cross Greece horizontally,
with an overall length of 425 miles.

It stretches from the Ionian port
of Igoumenitsa in the west, to Alexan-
droupoli, on the Turkish border, in the
east. Retracing the historic “Via Egna-
tia”, one of the largest Roman roads of
ancient times, the present Egnatia
Motorway across northern Greece
belongs to the Trans-European Trans-
port Network and is one of 14 priority
projects of the European Union.

The motorway establishes Greece
as the link between the West and the
East, while its nine perpendicular road
axes open communication channels
towards the north and to the Aegean
Sea, connecting northern Greece with
Albania, the former Yugoslav Republic

of Macedonia (FYROM) and Bulgaria.
Besides opening new horizons for
cross-border co-operation with the
regional markets of the Balkans, it also
accesses the maritime routes of the
Mediterranean through five main ports.

The project ensures:

M Reinforcement of the productive
potential of Greece, through
improved, safe access and reduced
time and costs for the transport of
people and goods.

B Strengthening of the local economy,
with the further development of
dynamic regions and improved com-
munication with isolated regions.

B Enhancement of the transnational
role of northern Greece, and
particularly of the port of Thessa-
loniki, in the Balkans as well as
in Central Europe.

2 T

The Egnatia Motorway is financed joint-
ly by the Furopean Union and by the
Greek State. In 1995, the company
Egnatia Odos A.E. was set up by the
national government to design, build,
manage, operate and maintain the
Egnatia motorway. The company’s sole
shareholder is the Greek State, repre-
sented by the Ministry of Environment,
Physical Planning and Public Works.

I HE MISSING 11 NK

EGNATIA MOTORWAY

THE MISSING LINK

» A communication channel between the European Union and the Balkans.
» A gateway to the East, the Eastern Mediterranean and the Black Sea.

« A top priority project of the Trans European Highway Network.

« A project which respects and protects the environment.

« Technical Features:
Total length: 680 km
Links with ports: §
Links with airports: é
Links with industrial areas: 10
Tunnels (fotal length): 40 km
Bridges (total length): 40 km

The project is financed by:

The Greek State
(Ministry of Environment,
Physical Planning and Public Works)

The European Union
(Cohesion Fund and European
Regional Development Fund)

The European Investment Bank
has granted|a loan for the project

GREECE
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TREMENDOQUS VIEWS OVER
INTERNATIONAL MARKETS
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THE WORLD PROPERTY MART
With 8,319 professionals
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development.
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1,987 investors and 416 end-users.
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he six applicant states that have
been put on the fast track for EU
membership—Cyprus, the Czech
Republic, Estonia, Hungary, Poland,
and Slovenia—may soon be joined by two

i more—Malta and Slovakia. In both coun-
tries, the voters have decided to remove the
i main barrier to entry. Yet, it is by no means
certain that Europe’s leaders will hasten to

i roll out the red carpet.

Malta first applied for membership in

i 1990, and in 1994, the European Council,

i meeting in Corfu, promised that it would be

i included in the next enlargement. A year
later it was agreed that entry talks would

i start within six months of the conclusion of
the intergovernmental conference, which

i ended in Amsterdam in June of last year.
Malta would consequently have been in-

i cluded in the membership negotiations that

i began last March, but in the meantime, there
¢ had been a change of government in Malta,
and the Labor government led by Alfred Sant
i put the Maltese application on hold.

A snap election called in September led

i to the defeat of Sant and the return of a Na-
tionalist government under Eddie Fenech-

i Adami, who had tabled the original Maltese
application. No sooner had the votes been

i counted than Mr. Fenech-Adami an-

i nounced that the application would be im-

i mediately reactivated. The news was re-

i ceived in Brussels with some reserve.

The Maltese will have to make serious

adjustments before they are ready for mem-

i bership. The heavy subsidies paid to the
ship-repairing industry will need to be

¢ phased out, while import levies on some
{400 products will have to be abandoned.

i Value-added tax (VAT), introduced by

i Fenech-Adami’s earlier government, and

i then scrapped by Labor, will also need to
be re-imposed. However, none of these is-
i sues are as serious as those confronting
other fast-track applicants, notably Poland,
i which faces a major upheaval in its large

i agricultural sector.

What really worries Brussels, however,
is the fickleness of the Maltese electorate.
i Can there be any assurance that if the ne-

i Fenech-Adami could do that would give his
renewed application the greatest chance of
¢ success would be to agree on a bipartisan
approach with the opposition. The

i prospects for this do not look all that
promising, though Labor claims not to be

i opposed to EU membership as such,
merely doubtful about the timing.

i ent. All of the main political parties would

i like their country to join the European

i Union. It was kept off the fast track because
i of severe EU doubts about the human
rights situation in the country. The culprit

i was seen as the authoritarian nationalist
leader, Vladimir Meciar, who took Slovakia
i out of the Czechoslovak state in 1992 and

! has ruled the country for all but nine

i months since then.

The position in Slovakia is rather differ-

In this September’s elections, Mr. Me-

ciar’s party was roundly defeated by a group

i of four opposition parties who together

: ous policy differences between these parties,

i the EU train. The negotiating process is, in

T Profiling
| Personalities and

Developments

Within the
Eu an Unio

polled 58 percent of the vote. There are seri-

but their leaders have vowed to act together
to form a new coalition government dedi-
cated to restore the civil rights that had been
seriously curtailed during Meciar’s rule.

If they succeed in doing so, they should
stand an excellent chance of getting back on

any event, continuously monitored by the
European Commission, which is empow- :
ered to recommend to the European Council
whether any of the applicant countries previ- :
ously deemed unready for membership

should be reconsidered. This could happen

as soon as the Vienna summit of EU leaders

i in December, but the probability is that both

Malta and Slovakia will be required to work

their passage for rather longer.

—Dick Leonard

GAPITALIZE ON

EUROPE’S OPPORTUNITIES

T. Rowe Price European Stock Fund

invests in large and small European
companies positioned to benefit from
opportunities arising throughout this

dynamic region. And, as the chart shows,
the fund has outperformed the average of

its peer funds over time. International
investing has special risks, including
currency fluctuation and limited

geographic focus. Of course, past perfor-

mance cannot guarantee future results.
No sales charges.

— Gall 24 hours for your
wesnvrir | free investment kit
* A
including a prospectus

1-800-401-4765

™ WWww. troweprice.com
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: 6.96%, 16.89%, and 11.21% are the fund’s average annual total returns for the 1-year, 5-year, and since inception
i (2/28/90) periods ended 9/30/98, respectively. Figures include changes in principal value, reinvested dividends, and capital gain
i distributions since inception. Investment return and principal value will vary, and shares may be worth more or less at
i redemption than at original purchase. (Source for Lipper data: Lipper Analytical Services, Inc.)

Read the prospectus carefully before investing, T. Rowe Price Investment Services, Inc., Distributor.

i gotiations are re-started, Labor will not
i break them off again if it returns to power
¢ in a few years’ time? The one thing that Mr.
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TUBBY TINE

spirited foursome has taken the
United States by storm, sending

youthful admirers screaming for more.
This second British invasion isn’t about
{ mop-topped musicians or teenagers. The
i fans are a bit younger, and the group
sports brightly colored pear-shaped suits
with antennas protruding from their
heads and television screens in their
middles.

That’s right. It’s time for Teletubbies.
The odd-looking creatures have found
i legions of preschool-age fans who tune
i in daily to this BBC television export to
follow the adventures of Tinky-Winky,
i Laa-Laa, Dipsy, and Po. The four talk in
i baby-like voices and offer lots of repeti-
tive games and stories to appeal to the
i toddler set. The lessons may be simple,
i but these babies are a long way from
i Sesame Street. Their home is the futuris-
tic underground Tubby Tronic Super
¢ Dome. Videos appear on their abdomi-
i nal television screens. Kids who can’t
get their fill with a half-hour a day can
i tune in the show’s Web site (www.bbc.
i co.uk/education/teletubbies) for
more Teletubbies fun.

The site encourages participation
rather than simply providing images
: from the program. Visitors who click on
“Tubby Playground” can help Po navi-
i gate back home on her scooter, moving

6 EUROPE

"My doughter {age 2) disoppeared
and then yelled out to me ook mummy
Dip had peinted herself green."
Geri EMis

her avoid obsta-
cles and speed
her along. An-
other game in-
vites kids to find
one of the charac-
ters hidden some-
where on the
screen. A click on
the correct hiding
place and the
Teletubby magi-
cally appears. A
“Make and Do”
section includes
some of the Tele-
tubbies’ favorite
recipes for chil-

dren to make with the help of an adult.

i The Gallery features a 360-degree view
of the inside and outside of Tubby

i Tronic Super Dome. Parents have their
own section, which guides them on the
i use of the site, explains how children
can learn from it, and encourages adults
i to send in feedback.

For the uninitiated, the PBS Teletub-

: bies site (www.pbs.org/teletubbies) is

a good starting point. There are a few

to local PBS affiliates to check out when
i Time for Teletubbies airs. PBS is no
match for the sound and animation of

i the BBC site, but it does provide some

i guidance to an American audience.

Kids looking for total Teletubbies im-

mersion should tune into the BBC.

*SITE OF THE MONTH:
INTERNET TV

n Italian television network has
blurred the line between television

and the Internet with a Web site that
lets viewers catch up on current events
i around the world as the locals do.

Brescia Television’s Internet TV

(internetv.virtualspace.net) features :
i video and audio—some of it live—from i
i several dozen television stations. Are- i
i cent visit to the site found a day-old fif-
! teen-minute BBC newscast, featuring

i top news and sports stories. France3
offered a shorter but more up-to-date

¢ clip. Visitors could find live program-
ming on an Irish music channel and a

i French fashion channel, which were

transmitting music
videos and runway
footage, respec-
tively. American sta-
tions such as the
History Channel,
CSPAN, Fox News,
and NASA TV also
are accessible.
Viewers need to
download the
RealPlayer plug-in,
which is well worth a
few minutes’ wait
considering the
growing number of
Web sites that use
video. The images
are a bit choppy, but the sound quality is

i good. The amount of Internet traffic also
i kids games—such as making up a dance
i routine for Tap Dancing Teddy—but :
i PBS offers more of an introduction to
i the program with background on the
i characters, a video clip from an inter-
i view with creator Ann Wood, and links

can occasionally interrupt the video.
Despite the technical drawbacks, the
sounds and sights offer viewers a fasci-
nating contrast to the content and pack-
aging of television at home.

—Christina Barron
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fATHElys STOCK EXCHANGE

he Athens Stock Exchange has
made great strides within the
last few years and is growing
in size, sophistication, variety
of products and regulatory coverage.
Its Chairman, Spiridon Kouniakis,
predicts that investors’ interest will
continue to be strong and will keep

Greece on target for EMU entry on
January 1, 2001.

: Could you summarize the main
developments and trends which have made
the Greek capital market progress so
significantly?

SIK: The major developments of the

past few years were the following:

* The change of the legal structure of

| the Athens Stock Exchange (ASE) in

1995 from a legal entity to a joint

stock company and the sale in 1997 of

) approximately 40 per cent of the

share capital of the ASE to banks,
institutional investors, pension
funds, listed companies and ASE
members.

* The start-up of the share dematerial-
ization project.

* The establishment of the derivatives
market.

® The establishment of the Parallel
Market for emerging markets.

* The establishment of the market for
Fixed Income Securities.

' * The transfer of bonds to electronic
trading.

e The creation of a new index, the
FTSE/ASE 20, composed of blue
chip stocks.

* The enhancement of investors’
protection through the creation of
a Supplementary Fund and the
restructuring of the ASE Members’
Guarantee Fund.

k .
Spiridon Kouniakis, Chairman, Athens
Stock Exchange

® The launching of a competition for
the procurement of a new integrated
electronic trading system. The selec-
tion process resulted in a consortium
which will use the technology of the
Chicago Stock Exchange for the cash
market, and of the Swedish OM
Group for the derivatives market.

: The government is currently examin-
ing a new piece of legislation amending list-
ing requirements. What are the main
objectives of the pending legislation, how
will it affect the ASE, and when will it be
in place?

SIK: The pending legislation is expect-

ed to enhance the attractiveness of the

market. The main points of the draft

law that has been put before parliament

are the following:

¢ The minimum net equity of a com-
pany for the listing on the main
market will increase from $3.6 million
to $7 million.

® The company will not be obliged to
realize a share capital increase, as

%ew(}hairman

long as 25 per cent of its share capi-
tal is distributed to at least 2000
investors prior to the offering.

® The minimum prior existence of a
company will drop from 5 years
down to 3, and it must show suffi-
cient operating results for the last
year (instead of the last 5 years) pre-
ceding the listing application.

* When the listing is preceded by an
IPO, the company will be free to
choose the book building method in
order to estimate the issue price.

(): What have been the effects on the ASE
of the turmoil in other markets since the
summer, and what do you consider the
most likely scenario over the coming
months?

5K The recent crisis in Russia took its
toll on the Greek capital market. At the
end of August, the ASE General Price
Index was about 22 per cent lower than
at the end of July. In the same time
period, the monthly trading value of
equities fell to $3.5 billion, compared to
roughly $5.3 billion in July.

Nevertheless, we believe that the sound
basis of the Greek economy and
continuing privatizations are enough
to sustain investors’ interest. In spite of
the recent downturn, we feel that
prospects are encouraging in the medi-
um and long run and that the Greek
capital market still ranks high in
performance among other emerging
and developed markets.

For further information, visit
the Athens Stock Exchange on

the Worldwide Web at
http:// www.ase.gr




On the Road to Euroland: Prime
Minister Costas Simitis has made
significant progress in preparing
Greece to join the euro.

Ehtering Euroland

has not dented
Greece's confidence that it will join the European single
currency on January 1, 2001. Prime Minister Costas
Simitis and his moderate Socialist government have
pledged to tighten economic policies and speed up re-
forms to ensure that Greece can meet its deadline for

entering Euroland.
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Mr. Simitis has swung the govern-
ing Panhellenic Socialist Movement
(PASOK) behind him over the painful
changes needed to bring Greece in line
with its EU partners. He has quelled
party infighting over his credibility as
Greece’s leader, and his modernizing
faction—known as the “synchro-
nists”—is steadily gaining ground.

Young Greeks, who travel and study
in other EU countries in increasing
numbers, are among the most enthusi-
astic supporters of euro membership.
Greece’s businesspeople, who used to
vote for right-of-center parties, have
switched support to Mr. Simitis in large
part because of his determination to

Greece'’s economy

Classical Modernization: A major upgrade of
Athens’ subway system aims to reduce the
city’s stifling traffic and pollution.

-
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bring Greece into the euro zone.

Although Greece will not be a
founder member of the euro, its banks
and big companies are gearing up to
trade in the single currency zone from
its launch next January.

Greece is on track to hit all but one of
the Maastricht convergence targets this
year. The budget deficit, the public debt,
and the long-term interest rates have
been shrinking in line with the treaty re-
quirements. Reaching the inflation tar-
get is more difficult, and the Socialists
have adopted new weapons to reduce in-
flation from 5.2 percent in September to
less than 2 percent by December.

Price freezes for utilities and trans-

portation are planned; supermarkets
are under pressure to cut prices on
basic foods and consumer goods; and
taxes on gasoline and heating fuel have
been reduced.

“Because of the slowdown forecast
next year in most EU economies, we
have to clamp down even harder on the
inflation rate so as to meet the EMU
target,” says Yannis Stournaras, the
government’s chief economic advisor.

Yet Greece’s economy is growing at
faster rates than the EU average, thanks
to cash infusions from the EU’s struc-
tural funds amounting to about 3 per-
cent of gross domestic product and a re-
covery in private investment. Growth in

is growing at faster rates than the EU
average, thanks to cash infusions from the EU’s structural
funds amounting to about 3 percent of gross domestic
product and a recovery in private investment.
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GDP this year is projected at 3.5 per-
cent, rising to 3.8 percent in 1999.

The funds provide financing to re-
build Greece’s out-of-date infrastruc-
ture and make the country a hub for re-
gional trade and tourism. A new $2.7
billion international airport for Athens
is scheduled to open in 2001, and work
is underway on a $245-million bridge
across the Corinth Gulf. The 422-mile
Egnatia highway, linking the Adriatic
with the Greek-Turkish border at a cost
of $2.5 billion, is designed to become an
important transit link for Turkey and
the Central Asian countries to send
goods to European markets.

However, some rank and file
PASOK members are still wary of the
government’s reform efforts because
they fear that modernization of
Greece’s public sector will bring job
losses. There is rising concern about an
increase in unemployment, now ex-
ceeding 10 percent of the work force
for the first time.

The Socialists have launched re-
structuring programs of loss-making
transport companies and utilities. The
privatization program is being ex-
tended to include state utilities and
banks. Although there are no plans for
mass layoffs, jobs will be gradually re-
duced through transfers and early re-
tirement programs.

Modernization of Greece’s manufac-
turing sector has created comparatively
few new jobs, as much of the new in-
vestment has gone to improve automa-
tion and productivity. At the same time,
a wave of immigration from Eastern Eu-
rope has added more than 500,000
workers to the labor force, mostly Alba-
nians fleeing dire poverty at home.

Labor reforms enacted over the sum-
mer are designed to help new entrants
to the work force find jobs. The govern-
ment also wants to increase the number
of part-time jobs, which account for only
5.5 percent of the total against an EU av-
erage of around 15 percent, according to
labor ministry officials.

The private sector is investing faster
than at any time in the past twenty
years. Manufacturing output is set to
rise by almost 3 percent this year.
“There’s a new business climate that is
unprecedented for Greece. People have
a real sense of opportunity, and the ob-
stacles to growing your company are
shrinking,” says Costas Apostolides,
managing director of Chipita, a fast-

growing snack food manufacturer,
which has set up plants in Portugal,
Egypt, and Bulgaria.

The drive to boost competitiveness
ahead of the euro’s launch also affects
two of Greece’s biggest industries,
tourism and passenger shipping.
Tourism is Greece’s biggest foreign ex-
change earner and contributes at least
7 percent of the gross domestic prod-
uct. The government wants to promote
investment in big resort complexes that
can operate year-round.

For the first time, Greece is actively
seeking international investors to de-
velop high-quality tourist resorts, offer-
ing tracts of state-owned land in prime
locations on long leases. TUI, the Ger-
man tour operator, has teamed up with
Grechotel, Greece’s biggest hotel
chain, to launch a $200 million project
to transform a spa property in western
Greece into a sports and health resort.

A UK investment group, Loyalward,
is planning a $895 million resort project
in eastern Crete. It would include ho-
tels, a conference center, a marina, and

several golf courses to be built on land
belonging to a Greek Orthodox
monastery by local contractors and
managed by international resort chains.

Greece’s passenger shipping opera-
tors, which run ferries to the Aegean is-
lands and across the Adriatic to Italy,
are gearing up to face tough competi-
tion in their home waters after 2003,
when other EU ferry operators will be
allowed to join the market. Greek oper-
ators have placed orders for new high-
speed ferries worth almost $1 billion
with delivery to start in 2001. The new
vessels will halve sailing times from Pi-
raeus to Crete, the busiest island route,
and other popular Aegean islands.

“There is no room for delay,” says
Yannis Criticos of Attica Enterprises,
Greece’s biggest fast ferry operator,
which has ordered four fast ferries
worth $450 million. “Competitive pres-
sure is getting stronger, and we have to
be ready.” @

Kerin Hope is EUROPE’s Athens corre-
spondent.

Spectrum Income Fund:

A DIVERSIFIED APPROACH
TO HIGHER INCOME

6.39%
Curmrent
30-day yield -
as of 9/27/98

- T. Rowe Price Spectrum Income Fund —

a complete portfolio in one easy step. This
diversified portfolio of mutual funds is well
structured to provide an attractive level of income
for long-term investors. It invests in up to nine

ANESEEEEEE. T. Rowe Price mutual funds chosen for their return
potential and for the way they perform relative to one another. In one
step, you benefit from a diversified portfolio that pursues high, steady
income with reduced risk. Yield and share price will fluctuate as interest
rates change. $2,500 minimum ($1,000 for IRAs). No sales charges.

Gall 24 hours for your
free investment kit

Invest With Confidence®
- 1-800-201-4768 T.RowelYice

G.ln'/n, 8.26“/0, and 9.87% are the L-year, 5-year, and since inception (6/29/90) average annual total returns,
respectively, for the periods ended 9/30/98. Figures include changes in principal value, reinvested dividends, and capital gain
distributions. Read the prospectus carefully before investing. Past performance cannot guarantee future results.
T. Rowe Price Investment Services, Inc., Distributor.
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Yannos
Papantoniou

Greek Finance Minister

Yannos Papantoniou, Greece’s minister of na-

tional economy and finance, while in Washing-
ton for last month’s IMF meetings, spoke with
EUROPE Editor-in-Chief Robert J. Guttman
about the global financial crisis,

economy, the EU, and the euro.

How is the economic situation in
Greece?

The [economic] climate has improved
substantially over the recent years and
especially during 1998. The fiscal
deficit has fallen very substantially. In-
flation is also falling, despite the devalu-
ation. And growth has resumed at a
very high rate by present standards—
3.5 percent. We want to fulfill the crite-
ria for joining Europe’s economic and
monetary union [EMU] by the end of
1999 so that we apply for membership
in the year 2000 and join the monetary
union by January 1, 2001. We shall
meet this objective.

What are the roadblocks to join-
ing EMU?

Inflation is a major problem because
there are lots of resistances. Greece
has lived with a very high inflation for
many, many years, which has created
very high inflationary expectations. But
we shall pursue very restrictive
macroeconomic policies so as to obtain
this objective.

Although the United Kingdom is not a
member of the euro zone, UK business-
people say they will start using the
euro. How do you think Greek busi-
nesses will react?

Greek businesses are very interna-
tional right now, and Greek exporters
and also tourist operators will enjoy
having a single currency. Don’t forget
that Greece is also a tourist country.
About 10 million people come visit
Greece every year, and having a sin-
gle European currency will facilitate

12 EUROPE
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this movement. Moreover, Greece
now has high drachma interest rates.
The euro rates are much lower, so
businesses will take advantage of this
lower cost of money to expand and
invest.

the Greek

How important to your economy is
business investment in Greece from
the other EU countries?

Quite substantial. I think that 60 per-
cent or 65 percent of total foreign in-
vestment comes from the EU. And this,
of course, will tend to rise once Greece
joins the euro zone. However, I would
like to also stress that the Greek-Ameri-
can economic relationship should be
improved in this context. Greece is now
a European economy, having the same
institutions, the same procedures as
any other European economy. [It is]
also a substantial place in the Balkans
and the Black Sea area and could be-
come the focus point of the interests for
multinational corporations. American
business could also take advantage of
the improvement.

You said that 40 percent to 60 per-
cent comes from the EU. You're talk-
ing about EU businesses investing in
Greece?

Yes.

What about assistance from the Eu-
ropean Commission?

The assistance from the European
Commission comes essentially in the
form of positive recommendations for
the community support framework—
that is the money from...Brussels

which comes to Greece to finance large
infrastructure projects. Of course, the
financing is supplemented by national
funds from our own taxpayers, but the
European contribution is quite impor-
tant. And this is what has enabled us
during these years to build motorways,
improve ports, airports, build energy
networks, improve telecommunica-
tions, and generally construct the in-
frastructure that we shall need in the
21st century.

What about enlargement—are you
worried that more EU money is going
to go to Central Europe and the
other new countries and not to
Greece in the future?

We are worried, but we fight for it in
the sense that we support enlarge-
ment politically because these coun-
tries are very friendly to us, and we
believe in a wider Europe. On the
other hand, we are very keen to en-
sure that enough money stays in the
south of Europe. Countries like
Greece, Portugal, Spain, even the
south of Italy are poor countries rela-
tive to the European average and need
some supplementary assistance...to
raise their level of competitiveness.

When the euro comes into effect, do
you see national stock markets fad-
ing away and maybe one single Euro-
pean stock market?

That’s far away. No, national stock mar-
kets will remain. Perhaps better coop-
eration between the stock markets will
take place, but the stock markets as in-
stitutions will stay in their place.



What do you think of the mood of
the people in Greece toward the EU?
Is it positive?

Very positive. Polls indicate support
which is close to 85 percent for joining
the EMU, and also the support of politi-
cal parties is quite substantial. The two
major parties support it, plus two of the
smaller parties. Only the orthodox com-
munists are against it, but they repre-
sent about 5 percent of the population.

You attended the IMF meetings
[September 29-October 8]. Do you
believe the world needs new finan-
cial and economic structures? Do we
need some new kinds of institutions?
I believe that we need new structures.
Of course, this is easier said than done
because apparently a lot of study and
work must be done; lots of discussions
among the major players are needed.
But obviously the globalization of the
world economy imposes new re-
straints on the pursuit of national eco-
nomic policies and creates the need
for much better supervision and coor-
dination on the part of the interna-
tional economic organizations. There-
fore, we need a new structure. But we
have to think about it a lot before we
actually institute it because it is a very
difficult challenge.

Do you have any suggestions for the
new structure?

Three points are essential. First of all,
more resources for intervention. This is
obviously needed even now. Secondly,
better political direction on the part of
the international institutions because
they would have to intervene in a wider
range of issues than has been the case
under the Bretton Woods arrange-
ments. And thirdly, the capability to
make these interventions both as to the
structure of national financial systems,
the quality of the financial transactions,
the controls of these transactions, and
various other issues in which a clear po-
litical direction must be given.

Currency traders like George Soros
have called for some controls on cur-
rency transactions. What do you
think about that?

We need to think carefully about this be-
cause where one draws the line is very
important. In theory, I'm in favor of such
controls, but I see many practical prob-
lems in implementing such a scheme.

Do you think Europe is going to be-
come more united now that the So-
cial Democrats, the socialists, are in
power almost everywhere except in
Spain and Ireland?

Yes, I do think that we’ll be more
united because now we do have social-
ists in thirteen out of the fifteen gov-
ernments of Europe...So, there seems
to be a consensus of political views,
which might give a new impetus to the
European unification.

Henry Kissinger once said that there is
nobody to call in Europe—there is no
single voice. Now people say one can
call Wim Duisenberg in Frankfurt at
the European Central Bank. Do you
agree with that? And do you also
think there needs to be a single voice
in common foreign and security
policy?

I don’t think that the European Central
Bank can speak for Europe. It can
speak for Europe on monetary matters,
but on other matters, the governments
of Europe do need to unite their voices
and speak with more coherence and co-
hesion. This is the big challenge now in
Europe to try to formulate common
policies and express them in the single
voice at the political level. The same
holds true for foreign policy. But per-
haps there, it is even more difficult than
economics because interests some-
times diverge, while in economics the
convergence of interests is more
pronounced.

Do you think Americans should be
concerned with the euro? Do you
think it's going to be in competition
with the dollar?

I don’t think “competition” is the right
word because the world is big enough
to be able to accommodate both
major currencies. But in a sense, the
Americans should see it positively be-
cause it will facilitate national mone-
tary cooperation to have these two
major currency blocks. On the other
hand, of course, some freedoms the
Americans have as a result of the
dollar being the single most impor-
tant currency in the world might be
curtailed.

Do you think people around the
world will start using the euro as a
reserve currency?

Yes.

Do you think that's good for the
world?

I think that’s good.

You've talked about Russia hitting
bottom economically. But if Russia
hits bottom, what are the political
implications?

Russia is a huge country with nuclear
weapons. That’s the major problem fac-
ing Europe. Not in the financial sphere
but in the overall political sphere.

Some people are saying that maybe
Russia is lost already. Do you agree
with that?

No, I don’t agree with that because the
Russian situation is still very, very uncer-
tain, and no clear outcome is deduced
from the currency question. We don’t
even know what the new government
will do. We don’t know who could be the
candidate for the next presidential elec-
tions. There are very many important
question marks. After the next presiden-
tial elections, we may have a better view
of the [path] Russia is taking.

If you had to say there’s one major
problem facing Europe today, would
you say it is Russia?

Yes. Russia is the biggest problem.

How are Greek-US relations?

Greek-US relations are good...on the
political level. There is a lot of coopera-
tion. There are some [concerns] in
Greece about America not being very
supportive in non-national issues, espe-
cially the challenge from Turkey. And
we've got to impress the US to take a
more active role in trying to resolve the
Cyprus question. But on the economic
side, I should say I'm not terribly happy
because I see a certain stagnation in
our economic relations. Trade, invest-
ment, tourism are in a steady state,
while I believe that more can be done.
One part of my job here in the US is to
communicate the recent progress in
Greece, the fact that we shall soon be
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