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LETTER FROM THE EDITOR 

ealth care is an issue in the American presidential cam­
paign this year. Often we hear candidates and analysts 
discussing the more comprehensive health care systems 
in the European Union countries and comparing them to 
the different systems available across the United States. 
To help our readers better understand the differences 
between the EU and US health care policies, all fifteen of 
our Capitals correspondents look at the health care sys­

tems in their respective nations. 
In his article, "Europe's State of Health," John Andrews, Paris 

bureau chief of the Economist, compares and contrasts the US 
and EU systems of health care. He reports that "perhaps the prize 
should go to the Europeans. Each of the fifteen member states of 
the European Union spends less of its national wealth on health 
than the United States does, but almost all of them have higher 
rates of life expectancy and lower rates of infant mortality." 

Nicholas Timmins, public policy editor at the Financial 
Times, writes about a new British agency that is assessing the 
cost-effectiveness of drugs before they make it to the market and 
describes this as "controversial territory" for the drug firms, the 
consumers, and the new agency. Timmins, who is based in Lon­
don, also looks at the European Medicines and Evaluation 
Agency, which, he writes, is "the new baby on the block in terms 

of pharmaceuticals licensing." 
Glaxo SmithKline, the result of the recent merger between two British 

pharmaceutical giants, creates the world's largest drug firm, surpassing its 
American rivals. Contributing editor Bruce Barnard investigates why its 
main operating headquarters will be in the United States although the new 
firm will be based in the United Kingdom. 

Doctors Without Borders won the Nobel Peace Prize last year. Axel 
Krause, writing from Paris, profiles the international group (which is also 
known by its French name, Medecins Sans Frontieres) and comments on 
how this Paris-based humanitarian organization has grown to "be the 
world's largest independent medical aid agency." 

Dick Leonard, our Brussels correspondent, profiles 100 years of Bel­
gium's capital, which "has shown a genius for renewing itself after every 
adversity." The "capital of Europe" has a colorful history from 1900 to 2000 
and beyond. Leonard also reports on the current optimistic spirit sweeping 
across Belgium and how the new prime minister, Guy Verhofstadt, has 
brought "about significant change in Belgian politics." 

Have you ever had a Rolling Rock or a Labatt beer? If you answered yes 
then you have been drinking a beer produced by a large Belgian brewer 
called Inter brew. EUROPE presents a picture of Belgium's biggest brewer 
and its fast-paced growth strategy, including brewing beer in Bosnia. 

European Commissioner Antonio Vitorino outlines the EU's policies 
on combating organized crime and fighting international drug cartels. 
EUROPE details the new justice and home affairs policies of the 
European Union. 
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FINNISH PRESIDENCY 
ENDS IN SUCCESS 

W hen the Finns handed 
over the presidency of 

the EU Council of Ministers 
to the Portuguese on January 
1, it must have been-for a 
notoriously undemonstrative 
people-a moment of quiet 
satisfaction. Virtually all ob­
servers agreed that the 
Finnish tenure of the presi­
dency had been a conspicu­
ous success. 

For a country that had 
long been on the sidelines of 
international affairs and a rel­
ative newcomer to the EU, 
which it joined only in 1995, 
to follow Germany in the 
driver's seat must have ap­
peared as a daunting chal­
lenge. Yet, the Finnish gov­
ernment and its diplomatic 
service buckled down to the 
task with awesome efficiency 
and sensitivity. The result 
was the Helsinki summit of 
December 11-12, acclaimed 
as the most fruitful in many 
years. 

The most significant of the 
decisions taken at Helsinki 
was to open membership ne­
gotiations in February with 
six more candidate countries 
(Bulgaria, Latvia, Lithuania, 
Romania, and Slovakia); to 
recognize Turkey as a candi­
date country; to approve the 
establishment by 2003 of a 
60,000-strong rapid reaction 
force for EU-led military oper­
ations in crises where NATO 
as a whole will not be en­
gaged; and setting the outline 
agenda for the intergovern­
mental conference (IGC) that 
the Portuguese government 
will convene to consider insti-

4 EUROPE 

tutional reforms prior to EU 
enlargement. 

Of these, the decision re­
garding Turkey proved by far 
to be the trickiest. The offer 
to the Turks was made condi­
tional on a marked improve­
ment in the country's human 
rights record, a further 
strengthening of its demo­
cratic credentials, a resolution 
of its territorial disputes with 
Greece, and cooperation in re­
solving the Cyprus problem. 

It was far from certain the 
proud Turks would be willing 
to proceed on this basis. N ev­
ertheless, the summiteers de­
cided on the first day of their 
meeting to dispatch Javier 
Solana (the EU's new high 
representative for foreign pol­
icy) to Ankara to try to con­
vince the Turkish govern­
ment to agree. Solana's 
lightning visit was a clear suc­
cess, and he returned to 
Helsinki the following morn­
ing with a smiling Bulent 
Ecevit, the Turkish prime 
minister, in tow. 

It will take evidently some 
years before Turkey can 
meet the pre-conditions in 
full, and even longer before 
membership negotiations can 
be successfully concluded. 
There are bound to be seri­
ous difficulties along the way, 
but for the first time in many 
years, a clear route for Turk­
ish membership appears in 
prospect. 

The new opening to 
Turkey was only possible be­
cause of a marked change in 
the attitude of the Greek gov­
ernment, under the prompt­
ing of Prime Minister Costas 
Simitis and Foreign Minister 
George Papandreou (a much 
more pragmatic politician 

than his late father, Andreas). 
For many years successive 
Greek governments had 
taken the view that their own 
national interest demanded 
that Turkey should be kept at 
arms-length from the EU and 
had systematically obstructed 
proposals to extend financial 
and economic aid to their 
eastern neighbor. 

The present government, 
however, has shifted its posi­
tion by almost 180 degrees. It 
now believes that the only 

Since his nomination last 
March he had been going 
through a tremendous honey­
moon period with the EU 
heads of government, who 
were immensely grateful to 
him for his willingness to 
step in and pick up the pieces 
after the resignation of the 
Santer Commission. This 
goodwill, combined with the 
newly enhanced powers 
given to the Commission 
president by the Amsterdam 
Treaty, seemed to guarantee 

T here are bound to 
be serious diHicul­

ties along the way, but 

him a greater role 
than any of his 
predecessors. 

for the first time in 

way to reduce ten­
sion and resolve 
outstanding dis­
putes with its his­
toric enemy is to 
deal with Turkey 
as an equal partner 
within the Union. many years, a Clear 

Helsinki must 
have brought him 
down to earth, as 
the summiteers 
declined to follow 
his advice on two 
important matters. 
Prodi had wanted 

This is perhaps an route for Turkish 
echo of the French 
leap of faith fifty membership appears 
years earlier when 
it sought detente in prospect. 
with Germany through their 
joint membership of the Eu­
ropean Coal and Steel Com­
munity, the forerunner of the 
European Union. 

The shift in the Greek po­
sition-now reciprocated by 
Ecevit and Turkey's presi­
dent, Suleyman Demirel­
has been greatly facilitated by 
the earthquake disasters that 
afflicted both countries last 
year and produced sponta­
neous feelings of solidarity. 
Large majorities in both 
countries now express them­
selves in favor of a rapproche­
ment between the two an­
cient foes. 

The Helsinki summit may 
also be remembered for set­
ting some limits to the influ­
ence of European Commis­
sion President Romano Prodi. 

the candidate 
members to be 

given a definite target date for 
admission. The heads of gov­
ernment refused. Prodi also 
wanted the IGC to be given a 
very broad agenda. The sum­
mit decided otherwise, and it 
will be largely restricted to 
considering the leftover is­
sues from the Amsterdam 
Treaty-the number of com­
missioners, the extension of 
majority voting, and the 
weighting of national votes in 
the Council of Ministers. 

Prodi may well have been 
justified on the merits of the 
issues involved. Yet, the sum­
miteers took the opportunity 
to rub in the original message 
of the Treaty of Rome. It is 
for the Commission to pro­
pose, but it is ministers who 
decide. 

-Dick Leonard 



ECB WATCHING 
INFLATION 
For the first time since the 

launch of the euro just 
more than a year ago, infla­
tion in the euro zone is edg­
ing toward the annual rate of 
2 percent that the European 
Central Bank has set as the 
ceiling for price stability. 

Two percent inflation is, 
of course, far below the dou­
ble-digit levels that plagued 
Europe after the oil crisis a 
quarter of a century ago; but 
the latest pressures on prices 
suggest that the period of ex­
ceptionally low inflation rates 
in the run-up to the birth of 
the euro may be over. 

The ECB seems likely to 
respond with a tighter mone­
tary policy, perhaps a rise in 
interest rates of, say, 0.5 per­
cent in the next two to three 
months. But the case for 

ductivity gap that some 
economists believe could 
provoke strains within the 
euro zone that cannot be ac­
commodated by a one-size­
fits-all monetary policy. One 
euro-watcher at Goldman 
Sachs says that the differ­
ences in growth and inflation 
rates between the core and 
the periphery are far more 
serious than the stories 
about the weakness of the 
euro against the dollar, 
which continue to dominate 
the headlines. 

The most important factor 
in the ECB's calculations is 
the German economy. Here 
the long-awaited recovery is 
finally underway, thanks to 
exporters benefiting from a 
weak euro and German busi­
ness regaining a measure of 
confidence after the shaky 
start of the Red-Green gov­
ernment led by Chancellor 

higher rates is by 
no means clear­
cut because infla­
tion in France and 
Germany, which 
form the core of 
the euro zone 

The most 
important factor 

in the ECB's 

Gerhard 
Schroder. 

The most seri­
ous cloud on the 
horizon is Ger­

calculations Is the many's annual 
wage negotiations. 
Put crudely, the 
higher the wage 
settlements in Eu­
rope's largest 
economy, the 

economy, remains German economy. 
mild at between Here the long-awaited 
1.1 and 1.5 per-
cent respectively. recovery is finally 

Economists 
argue that the underway. 
chief problem lies in the pe­
ripheral economies of the 
euro zone: Italy, Portugal, 
and Spain. Here the average 
expectation is that inflation 
this year will be 1.9 percent, 
2.5 percent, and 2.3 percent, 
respectively. This compares 
with 1. 7 percent, 2.3 percent, 
and 2.2 percent in 1999. 

The inflation differential 
points to a North-South pro-

more likely the 
ECB will raise its benchmark 
refinancing rate from 3 per­
cent, where it has stood 
since November. 

Early in the New Year, IG 
Metall, the largest trade 
union, indicated it would de­
mand a pay increase this 
year of at least 4.2 percent. 
An analysis of German wage 
deals in the 1990s shows that 
IG Metall and other unions 

usually settled for about 60 
percent of their initial claim. 
Thus, the original demand of 
4.2 percent could result in a 
final settlement of around 2.5 
percent in Germany. 

If French trade unions 
and employers were to settle 
around the same level, there 
is a view that the ECB could 
still meet its inflation target 
of 1.5 percent. But the higher 
the figure, the less room for 
maneuvering in the "hot pe­
riphery" in the Mediter­

priate for the rest of Europe, 
which had committed to a 
fixed but nominally ad­
justable exchange rate policy 
in preparation for monetary 
union. It forced the UK and 
Italy out of the Exchange 
Rate Mechanism in 1992 and 
condemned France to almost 
a decade of low growth. 

Today, the combination of 
low interest rates, a low ex­
change rate, and stiff euro­
led price competition is forc­
ing French business to 

ranean countries, 
especially in Spain 
where the country 
faces a spring 
election. 

I n the big picture, 
the mild 

restructure. The 
result: 3 percent 
growth this year 
and a new mood 
of confidence 

The trend in 
euro zone interest 
rates may be fol­
lowing the upward 
movement in the 
United States and 
the United King­
dom. But the rise 

resurgence of 
inflation in among French 

business exempli­
fied by globally 
minded busi­
nesses such as 
Axa insurance 
group; Michelin, 
the tire manufac­

Europe should not 
obscure the best 
growth ligures for 
more than a decade. 

seems unlikely to halt the 
burgeoning European recov­
ery. Indeed, the strength of 
the recovery, particularly in 
France, is encouraging a re­
evaluation of the European 
economy and its potential. 

For much of the past 
decade, Europe has often 
been cast as a sclerotic, slow 
growth area. But the reason 
Europe grew so slowly in the 
1980s was largely due to a 
Bundesbank-driven mone­
tary policy that was tailored 
to German needs. Because 
the costs of unification were 
born by borrowing rather 
than by taxation, the Bundes­
bank needed a tight mone­
tary policy to compensate 
and head off inflation. 

However, this Buba­
driven policy was not appro-

turers; and Vivendi, the util­
ity turned telecommunica­
tion group. 

Of course, France and the 
rest of Europe have still to 
embrace the more flexible 
labor market that has helped 
to create the phenomenal 
growth rates of the US in the 
1990s. Furthermore, the 
euro zone, as the ECB per­
sistently points out, has 
barely begun to address 
structural issues such as pen­
sion reform. However, in the 
big picture, the mild resur­
gence of inflation in Europe 
should not obscure the best 
growth figures for more than 
a decade. Given the threat of 
deflation a year ago, it should 
be more a cause for celebra­
tion than despair. 

-Lionel Barber 
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DVD HACKER ARRESTED 
IN NORWAY 
N orwegian police have arrested a six­

teen-year-old computer hacker and 
charged him with writing software that 
breaks the encryption on Digital 
VideoDisks (DVDs). The action comes 
as the latest scene in a drama that car­
ries global implications for the entertain­
ment and electronic industries. 

Introduced in 1997, DVDs provide 
dramatically better picture and sound 
quality than videotape. In less than three 
years, consumers bought 4.5 million 
DVD players, which, according to the 
Consumer Electronics Association, 
makes it the "fastest selling consumer 
electronics product in history." The se­
curity of the DVD technology, which 

saying he broke the encryption meant to 
protect their products from illegal copy­
ing. 

Johansen claims he created the pro­
gram in order to play DVDs on his com­
puter using the Linux operating system. 
Currently, there are no Linux-compatible 
DVD players available on the market. 

WARNER-EMI DEAL COULD 
SIGNAL SHIFT TO INTERNET 

Time Warner and EMI ofthe United 
Kingdom (www.emigroup.com) 

agreed to join forces in January, forming 
the world's biggest 
music company and 
signaling a potential 
tectonic shift in 

prevented the disks from being copie~cd~, .. J.~~!!!~~~~ 
appealed to entertainment com- • 
panies, which lose millions of dol­
lars each year through the sale of 
pirated copies of their hit video re­
leases. 

Last fall, a group of computer 
hackers in Norway posted on the 
Internet a program called DeCSS, 
which breaks the DVD encryption 
(called Content Scrambling System 
or CSS) and allows a user to illegally 
copy the disk's contents onto his or 
her computer hard drive. 

The hack sent shock waves through 
the electronics and entertainment 
worlds. In December, Matsushita Elec­
tric Industrial, which makes the Pana­
sonic, Technics, and JVC brands, an­
nounced it would delay the launch of its 
new DVD Audio products, which the 
company hopes will replace CD technol­
ogy as the dominant audio format. Last 
month, a US District Court ordered 
three individuals to remove download­
able versions of the hacker's DeCSS pro­
gram from their Web sites. 

In late January, Norwegian police 
charged Jon Johansen, the sixteen-year­
old hacker, with copyright infringement, 
which could carry a prison term of up to 
two years. Furthermore, entertainment 
conglomerates Sony, Universal, MGM, 
and Warner Bros. are suing Johansen, 
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the direction the music business will 
take in the next few years. 

The new company, to be called 
Warner EMI Music, will have more than 
2,500 artists and $8 billion in annual rev­
enues. Officials expect to gain savings of 
some $400 million per year by cutting 
nearly 13 percent of the combined work 
force and streamline manufacturing, dis­
tribution, and back office operations. 
However, the biggest aspect of the deal 
is its conjunction with Time Warner's 
merger with Internet juggernaut Amer­
ica Online, with some predicting that it 
could lead the way to widespread com-

mercia! delivery of music over the Inter­
net. With 22 million subscribers, AOL of­
fers a vast on-line market for the Warner 
EMI mega-music catalogue, which 
would include acts ranging from the 
Frank Sinatra and the Beatles to 
Madonna and the Spice Girls. 

At the press conference announcing 
the deal, Time Warner chairman and 
CEO Gerald Levin told reporters, 
"Music, out of all of our businesses, is 
the one that will benefit most from the 
Internet and the digital revolution." 

SILICON VALLEY 
SUPER SECRET UNVEILED 

0 n January 19, television crews from 
ABC, CNN, and even Television Fin­

landia showed up to see what the super 
secret company that hired Linux founder 
Linus Torvalds has been up to for the 
past five years. 

So what was Transmeta Corporation's 
(www.transmeta.com) big secret? 
Meet Crusoe™, a high-performance com­
puter chip that operates on very low 
power. The company said it is targeting 
the emerging class of mobile Internet-en­
abled computers. These products in­
clude ultra-light laptop and notebook 
computers as well as soon-to-be-released 
Web pads, all of which have special re­
quirements, specifically low operating 
power (since they rely on batteries), 
high performance, and full PC compati­
bility. Since the chips that run desktop 
PCs are not designed with these require-

for Mobile Internet Computing 

ments foremost in mind, Transmeta en­
gineers thought a new chip was needed. 

"Cellular phones became more perva­
sive when they were made smaller and 



provided greater 
battery life," said 
Dave Ditzel, 
Transmeta's 
CEO, and a for-
mer chip de-
signer at Bell 
Labs and Sun Mi­
crosystems. 'We 
believe that Cru­
soe will bring 
about a change of 
similar magni­
tude in mobile In­
ternet 
computers." 

A Crusoe chip uses 
a special power manage­
ment system that allows 
it to continuously adjust 
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its operating speed and 
voltage to match the needs 
of the applications it is run­
ning. Traditional processors 
run at fixed operating speeds, 
which wastes battery life. 

In addition to a less power-hungry 
chip, the new devices, specifically Web 
pads, need less memory-hungry soft­
ware. The operating systems that run 
desktop machines are too burdensome 
for the new mobile products. With this in 
mind, Transmeta hired Torvalds in 1997 
to create Mobile Linux, a pared-down 
version of his PC operating system 
specifically tailored to the capabilities of 
the new chip and the needs of the new 
devices. 

Although Microsoft already sells Win­
dows CE, a slimmer version of the Win­
dows operating system designed to run 
these type products, Mobile Linux offers 
a nearly unbeatable feature-it's free. 
Manufacturers pay a licensing fee to Mi­
crosoft for each copy of Windows CE 
they sell, and they have to negotiate with 
Microsoft over any adaptations they'd 
like to make to the software. By using 
Linux, which is free to anyone who 
wants to use it, manufacturers save 
money and have the freedom to adapt 
the software any way they see fit. 

Amid all the hype over Transmeta's 
unveiling, analysts remain interested but 
cautious. Mobile computing is certainly 
a worthy target market, accounting for 
about 17 percent of the total computing 
market and worth nearly $4 billion per 
year, and those figure are expected to 
grow as new devices are introduced, per­
formance improves, and prices fall. Fur­
thermore, the privately held Transmeta 

boasts a formidable 
group of backers, in­
cluding Microsoft 
cofounder Paul Allen 
and hedge fund sul­
tan George Soros. 

Success, how­
ever, is not guaran­
teed as industry 
leader Intel has 
faced challenges be­
fore and retains an 
estimated 75 percent 
share of the chip 
market. 

CLICK OF THE MONTH: 
CYBER NEWSCASTER 

Imagine a newscaster 
who combines the ubiq-

uity of CNN's round-the­
clock coverage, the global 

reach of the Internet, and Katie Couric's 
unfailing perkiness and you have the in­
spiration behind Ananova. 

In April, PA New Media, a division of 

the Press Association (the UK ver-
sion of the Associated Press) is planning 
to begin offering news updates read by 
an animated newscaster named Ananova 
(www.ananova.com). Her creators say 
users eventually will be able to program 
her to look for specific subjects, such as 
news about favorite sports teams or 
about specific companies or regions, and 
read them first. Although Ananova will 
begin with UK news and information, PA 
New Media says international versions 
and other languages won't be far behind, 
and at some point, she'll be available on 
mobile Web devices. 

To help shape Ananova's personality, 
her creators have given her a 'history'. 
She's twenty-eight years old, five feet­
eight inches tall, and somewhat resem­
bles Posh Spice. She enjoys sports and 
the Simpsons, and her musical tastes run 
from Mozart to Oasis. 

With the ability to read news continu­
ously for 24 hours a day, 365 days a year 
without taking a coffee break or demand­
ing a contract renegotiation, Ananova 
may represent the future of newscasting. 

-PeterGwin 

Spectrum Income Fund: 

A DIVERSIFIED APPROACH 
'0 HIGHER INCOME 

Curxe:o-t 
30-d.a.y yield 
as of 12/5/99 

T. Rowe Price Spectrum Income Fund (RPSIX)­
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 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. 

,...-~ Call 24 hours for your 
INVESTMENT KIT free investment kit 

including a prospectus 

1-800-541-8312 
www. troweprice. com 

Invest With Corifidence®fiJ, 

T.Roweltice • 
2. 741/o, 8.80%, and 9.08% are the 1-year, 5-year, and since inception (6129190) average annual total returns, 
respectively, for the periods ended 9130199. Figures include changes in principal value, reinvested dividends, and capital gain 
distributions. For more information, including fees and expenses, read the prospectus carefully before investing. Past performance 
cannot guarantee future results. T. Rowe Price Investment Services, Inc., Distributor. SPI052107 
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Americans tend to 
~:~~.~UA" react in horror 

at the idea of 
"socialized 
medicine" -wit­

ness the suc­
cessful attacks on 

the health reforms 
proposed by Bill and Hillary Clinton 
in the early 1990s. But by the same 
token, Europeans are truly horrified 
by the American approach. To them 
it is uncivilized, indeed immoral, 
that some 40 million Americans­
one in seven of the population­
should be without health insurance. 
Ask most Europeans what they as­
sociate with American health care 
and they will speak vaguely of 
money-greedy hospitals and ambu­
lance-chasing lawyers. 

8 EUROPE 

By John Andrews 
But put the moral issue to one 

side. After all, opinions on both 
sides of the Atlantic tend to be influ­
enced by media caricatures-of 
American doctors and hospitals 
turning away the poor or of British 
patients waiting months, even 
years, for their operations-rather 
than by humdrum reality. Instead, 
look at the economic trade-off be­
tween a nation's health and the 
amount it is prepared to pay for it. 
Do the figures justify the Euro­
peans' underlying sense of moral 
superiority or the Americans' smug 
assumption that they have better 
technology and so better health? 

On balance, perhaps the prize 
should go to the Europeans. Each 
of the fifteen member states of the 
European Union (population 375 
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Combating Azhe 
thlone, a 
medium-sized 
town in the 
Irish mid­
lands, seemed 
an unlikely lo­

cation for a major 
pharmaceutical com­
pany with worldwide 
interests. Less than 
three decades ago, it 
was still a slumber­
ous market town rely­
ing on a small num­
ber of industries, 
trade with its farming 
hinterland, seasonal 
tourism, and facing 
large unemployment. 
Today, however, 
Athlone boasts al­
most full employ­
ment, thriving trade, 
rapidly growing boat­
ing, golfing, tourism, 
and is forecast soon 
to qualify for city sta­
tus. It also is home to 
the highly successful 
Elan Corporation, 
which specializes "in 
the discovery, devel­
opment, and market­
ing of therapeutic 
products and services 
in neurology, acute 
care, and pain man­
agement and the de­

nation can tum en­
trepreneurial promise 
into a very large inter­
national business in a 
highly competitive 
market place. Its cur­
rent worth is about $6 
billion, and according 
to Donal Geaney, 
Elan's chairman and 

velopment and 
commercializa­
tion of prod­
ucts using its 
proprietary 
drug-delivery 
technologies." 

elan 

chief execu­
tive, its annual 
turnover is 
about to tip 
the $1 billion 
mark, with a 

The company's 
ambition-to join the 
ranks of the world's 
fifty largest pharma­
ceutical companies by 
2003-is proof that a 
small Irish company 
with flair and imagi-

10 EUROPE 

target of $2 billion by 
2003. 

Not bad for a com­
pany started in a 
Dublin center-city 
mews in 1969, later 
transferring to a 
greenfield site in 
Athlone (and main-

taining close univer­
sity links with 
Dublin's Trinity Col­
lege). It now has re­
search and manufac­
turing facilities in 
Ireland, the United 
States, and Israel, em­
ploys 1,100 people in 
Ireland and more 
than 3,000 worldwide. 

The company's 
business is research­
ing and developing, 
then manufacturing 
and selling-either 
directly or through 
joint venture opera­
tions or collabora­
tions-new pharma­
ceutical products. It's 
now the third-largest 
company on the Irish 
Stock Exchange (its 
size currently ac-

counts for 12 percent 
of the ISEQ Index) , 
and its shares also 
trade on the New 
York and London 
stock exchanges. 

Not that Irish in­
vestors rushed to 
back the company fol­
lowing its flotation in 
1984. Elan's Ameri­
can founder, Don 
Panoz, found it diffi­
cult to attract Irish 
capital, and the com­
pany is largely owned 
by US investors. Its 
shares have also been 
volatile, which may 
account for the cau­
tion of Irish fund 
managers. 

One of Elan's early 
successes included 
Cardizem CD, a high 

blood pressure drug 
sold by Hoechst Mar­
ion Roussel. Four 
years ago, Elan paid 
$537 million for the 
San Francisco com­
pany Athena Nuero­
sciences, which had 
been working on 
treatments for 
Alzheimer's and 
other central nervous 
system diseases. 

In December, Elan 
announced that it had 
initiated phase-one 
clinical studies with 
Betabloc (AN-1792) , a 
new therapeutic agent 
intended for the treat­
ment of Alzheimer's 
disease, which affects 
an estimated 4 million 
people in the United 
States. 



It affects one per­
son in ten older than 
age sixty-five years 
and almost half of all 
persons older than 
age eighty-five, the 
two most rapidly­
growing population 
segments in North 
America, Western Eu­
rope, and Japan. The 
company says that, ac­
cording to the 
Alzheimer's Associa­
tion, the overall cost 
of Alzheimer's disease 
to families and society 
in the United States is 
estimated at between 
$80 and $100 billion 
annually. 

The company says 
that in animal studies, 
published in Nature 
magazine last July, 
Betabloc prevented 
the buildup and re­
duced the level of es­
tablished amyloid 
plaque, which is con­
sidered by many sci­
entists to be one of the 
main causes of 
Alzheimer's Disease. 

Based on these re­
sults, Elan says it has 
initiated clinical devel­
opment "to study the 
potential of this prod­
uct candidate as a dis­
ease modifying agent." 
Phase-one studies will 
be conducted on forty­
eight patients with 
modest Alzheimer's 
disease to test safety 
and tolerability and are 
due to start in Europe 
this spring. The stud­
ies are expected to 
take about one year to 
complete. 

Donal Geaney, who 

succeeded Don Panoz 
as head of Elan, says 
the company is de­
lighted to be able "to 
move Betabloc so 
quickly into the clinic." 
He adds, 'This study 
represents an impor­
tant milestone for 
Elan's significant re­
search efforts in AD. 
As far as we know, 
Betabloc is the first po­
tential agent to be eval­
uated in humans as an 
Alzheimer's disease 
plaque modifying 
agent." 

The company's 
vice-president for cor­
porate development, 
Seamus Mulligan, 
says Elan has one of 
the largest 
Alzheimer's research 
groups working in any 
pharmaceutical com­
pany, with more than 
$200 million invested 
in its research centers 
in the US, Ireland, and 
Israel. Mulligan 
warns, however, that it 
will be "some years" 
before any successful 
treatment reaches the 
market. 

The company re­
cently added two high­
profile members to its 
board, including 
Kieran McGowan, for­
mer head of Ireland's 
Industrial Develop­
ment Authority and 
one of the key players 
in fostering the Repub­
lic's "Celtic Tiger" eco­
nomic growth, and 
Dan Tully, chairman 
emeritus of Merrill 
Lynch. 

-Mike Burns 

million) spends less of its national 
wealth on health than the United 
States does-but almost all of 
them have higher rates of life ex­
pectancy and lower rates of infant 
mortality. Greece, for example, 
regularly spends less than 7 per­
cent of its gross domestic product 
on health (in 1998, the share was 
less than 4 percent), but it can 
boast a life expectancy of just 
more than seventy-five for its boys 
and more than eighty-one for its 
girls. By contrast, in the US, 
which usually spends about 14 
percent of its GDP on health, boys 
can expect to live only to just less 
than seventy-three and girls to 
just less than eighty. 

Best of all, say Europe's tri­
umphalists, is the case of France, 
a country where a third of men 
and a quarter of women smoke 
regularly. In return, at least in 
part, for spending a relatively 
modest 8-10 percent of its GDP 

on health, it manages to promise 
its female citizens the longest life 
spans in the whole of the EU-an 
impressive eighty-two years-as 
well as one of the longest for its 
male citizens Gust more than sev­
enty-four years). Clearly, a high­
fat diet of cheese, meat, and wine 
is doing the French no harm. Nor, 
for that matter, are other Euro­
peans suffering, at least in terms 
of the statistics, from diets that in 
the United States might well be 
termed "unhealthy." 

One reason, of course, is that 
in Europe health care is truly uni­
versal. Populations are covered, 
either by state insurance schemes 
or by a mix of state and private 
schemes, from cradle to grave. 
This protection comes regardless 
of income or job status, which 
means when a worker loses his or 
her job (and remember that, even 
in a period of robust economic 
growth, approximately a tenth of 
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Heathy France 
ridget White­
head, a British 
resident of 
France for the 
past twenty 
years, has no 

doubts, "French doc­
tors in Paris caught 
my cancer when 
British doctors I'm 
sure would have 
missed it. Now we live 
near Avignon, and the 
care's just as good. 
My son broke his 
kneecap and was sent 
for a scan the very 
next day." Add a hus­
band with a congeni­
tal eye problem and 
the Whitehead family 
has had more experi­
ence than most with 
the French health 
care system-and yet 
they have remarkably 
few complaints. 

Nor should they. 
So far, their health 
care has cost them al­
most nothing. Like 
virtually all French 
residents, regardless 
of nationality, they 
are covered by a sys­
tem of social security 
(la Secu), which auto­
matically pays the 
bulk of their ex­
penses-SO percent 
of hospital charges, 
70 percent of doctors' 
bills, up to 65 percent 
of the bill for 
medicine. What the 
Secu does not cover 
is met by a mutuelle­
additional insurance 
arranged by virtually 
all employers at only 
a small cost to the 
employee. 

12 EUROPE 

Not everyone, 
however, is as satis-
fied as the Whithead 
family. In recent 
weeks, the streets of 
Paris and major cities 
such as Marseilles 
and Montpellier have 
been clogged with 
regular demonstra-
tions by health work-
ers, protesting at gov-
ernment-planned 
cutbacks in hospital 
care. 

The government 
maintains that the 
cuts are a rational re-
distribution of the 
system's resources. 
There are, for exam-
ple, "too many" hospi-
tals in Paris and in the 
south, when com-
pared with the needs 

of the rest of the 
country. The 
protesters think oth-
erwise, pointing out, 
for example, that the 
use of the emergency 
room at the Saint-An-
toine hospital in the 
twelfth arrondisse-
ment of Paris has 
risen by half in recent 
years-but without 
anyone being added 
to the payroll. Simi-
larly, at the emer-
gency pediatric de-
partment of the 
capital's Robert-Debre 
hospital, there are 
only two nurses for 
twenty patients, and 
the nurses claim 
there should be four. 

There is, of course, 
no easy answer. Re-

straining health been the world's pio-
spending (the present neers in smart-card 
Socialist coalition is, technology for finan-
in fact, implementing cial services, so why, 
a "rationalization" they asked them-
dreamed up in 1995 selves in 1996, not for 
by its right-wing pre- health services, too? 
decessor) is never The result is the intro-
electorally popular duction last summer 
but becomes ever of the Vitale smart 
more economically card, the beginning of 
necessary as life ex- a system that will si-
pectancy rises and multaneously link the 
medical technology card-carrier's medical 
becomes more com- history and needs to 
plex and therefore his or her billing pro-
more expensive. cedures. "Big 

Perhaps the smart brother," as one card-
solution, therefore, is carrier in Paris calls 
the "smart" card, a the fledgling system, 
credit card-sized may be watching-
piece of plastic with a but at least he should 
computer chip em- be saving the tax-
bedded in its surface. payer some money. 
The French have -john Andrews 



The Vitale health insurance card introduced in France last summer links a patient's medical history to his or her billing procedures . 
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the ED's labor force is still unem- there were "cascades of medicine pour­
played), he or she does not also lose ing down British throats, and they're 
health coverage. In other words, ill not even bringing back the bottles." 
health or bad health care are not a nee- Inevitably, that problem has wors­
essary, nor even a common, conse- ened everywhere with the development 
quence of poverty. of increasingly expensive drugs and the 

By contrast, American analysts have aging of populations (in the United 
often deplored the fact that in the US Kingdom the population aged sixty-five 
health insurance is normally a benefit or more consumed more than 40 per­
that comes from an employer-and so cent of all hospital and community 
can be lost when the job is lost. More- health resources). So, too, with the de­
over, one of the ironies of America's velopment of new surgical techniques. 
sustained economic boom in the 1990s True, some, such as arthroscopic 
is that the number of the nation's unin- surgery, make big savings by eliminat­
sured has risen even as unemployment ing long periods in hospital, but others 
has fallen. The obvious explanation is are extraordinarily expensive in time, 
that cutting health benefits is one way people, and materials. In 1997, for ex­
for an employer to cut costs in a com- ample, 24 7 heart transplants were per­
petitive market. formed in the UK, and for each opera-

On the other hand, whatever the tion the surgical bill alone was likely to 
perceived defects of the American sys- be as much as $40,000. 
tern, Europeans should not be compla- Not surprisingly, therefore, Euro­
cent. It is a long time since Lord Bev- pean health ministers are as keen as 
eridge, the architect of Britain's American managed care organizations 
National Health Service in 1948 (and so to restrain spending. In the United 
one of the world's pioneers of the wei- Kingdom, for example, the government 
fare state), predicted that as the NHS of Margaret Thatcher introduced a so­
made people healthier "so our need for called "internal market" for the N a­
its services would eventually decline." tional Health Service's hospitals and 
Economic reality dawned within a few doctors. They were all allocated bud­
months when Britain's Socialist health gets, and doctors were encouraged to 
minister, Aneurin Bevan, realized that shop around for the cheapest price for, 
for a "free" service demand would al- say, a hip replacement. 
ways outstrip supply. ''We will never be In theory, the idea was always diffi­
able to do it all," he said, noting that cult, and in practice it has singularly 

What that really means is that the 
UK is moving toward the mix of public 
and private insurance that has long 
been the norm elsewhere in Europe. 
That mix is hardly perfect. Doctors in 
France, for example, have a tendency 
to overprescribe antibiotics, while Ger­
man workers value union-negotiated, 
but medically unnecessary, stays in 
sanatoriums. It cuts the waiting lists 
(virtually unknown in Germany), and 
at least, because of their insurance pre­
miums, patients are aware that no form 
of health care is truly "free." Mean­
while, the real message, be it in Eu­
rope or America, is that prevention re­
mains both better and cheaper than 
cure.@ 

john Andrews, based in Paris, writes for 
the Economist 
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The 
Search 

for 
By Nicholas Timmins 

The UK is increasingly examining the cost-enectiveness of drugs 

It is not often that 
the first decision 
by a brand-new 
body that not 
many people 

have heard of 
sends shock waves 

around the world. How­
ever, for the pharmaceutical industry, 
that is what NICE, the UK's new Na­
tional Institute for Clinical Excellence, 
achieved. 

NICE was set up to provide doctors 
and managers in the UK's tax-funded 
National Health Service (NHS) with ad­
vice. Its multifaceted role includes pro­
viding doctors with guidelines on the 
best forms of treatment, assessing 
which traditional treatments should be 
dropped because there is little or no ev­
idence that they work, and encouraging 
the uptake of the best evidence-based 
practice. 

But it also assesses important new 
technologies and drugs and advises 
ministers on whether expensive new 
products are not merely clinically effec­
tive-something a drug has to prove to 
get a marketing license-but also cost­
effective. In other words, do they work 
sufficiently well for the extra benefit 
they bring to be worth the price paid 
for them by the NHS? 

14 EUROPE 

This is controversial territory-a so­
called "fourth hurdle" for drugs and 
other technologies to cross-beyond 
the demands of the Food and Drug Ad­
ministration and the other drug regula­
tors-that pharmaceuticals have to 
demonstrate safety, quality, and (at least 
some) efficacy to get on the market 

NICE's first decision involved Re­
lenza, an anti-flu drug from Glaxo Well­
come. It comes as an inhalable powder, 
has to be taken within the first forty­
eight hours of the onset of symptoms, 
and can reduce them by two or three 
days. NICE examined Glaxo's clinical 
trials and concluded that 

coughs, colds, and sniffles demanding 
the $40 per dose remedy, which would 
in fact do them no good unless they did 
in fact have flu. It therefore recom­
mended that the NHS should not pay 
for Relenza until further evidence 
shows that it works in the key target 
groups. 

Glaxo's chairman, Sir Richard 
Sykes, went ballistic, at one point ap­
pearing to threaten to move the UK­
based pharmaceutical giant overseas. 
The industry that had hoped one effect 
of NICE would be to ensure more rapid 
adoption of some expensive but effec­

there was insufficient evi­
dence that the drug worked 
in the elderly, asthmatics, and 
other patients at high risk of 
potentially lethal complica­
tions from influenza. These 
are the groups the NHS 
would be most interested in 
protecting and for whom it al­
ready provides free influenza 
vaccines, although only about 
half the target population is 
reached. 

NICE was 
set up to 
provide 
doctors and 

tive drugs-for example the 
taxanes used to treat some 
forms of cancer-became 
panic-stricken that NICE 
would prove merely another 
form of cost-containment for 
the NHS. Only further deci­
sions from the work program 
that NICE has underway will 
prove that case one way or 

Furthermore, NICE feared 
that family physicians' offices 
could be overwhelmed in a 
hard winter by people with 

managers in 
the UK's 
tax-funded 
National 
Health Service 
with advice. 

another. 
But NICE is neither en­

tirely unique nor the first at­
tempt to ensure that health 
care systems only adopt 
drugs that are not merely ef­
fective but cost-effective. 
What distinguishes it is the 
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EU Medical Evaluation Agency had a choice, the in-
dustry has sent the 
majority of products 
through the central 
route, rather than 

MEA, the Eu- decisions that were staff of its own. both worlds. using country's indi-
ropean taken by any one au- Given the different To date, its effi- vidual licensing ar-
Medicines thority to approve a cultures, views, and ciency appears com- rangements. 
and Evalua- product were ac- scientific skills across petitive when mea- The industry, as 
tion Agency, cepted by the others. Europe, the use of a sured against that of ever, is not entirely 

is the new baby on But shortly after- federated approach al- the US Food and happy with the 
the block in terms of ward, the EMEA also lied to a central rna- Drug Administration. agency. Some believe 
pharmaceuticals li- introduced a central- chinery appears to One of the EMEA's that its federal nature 
censing. It began ized procedure, offer- have worked well. No objectives was to makes the final deci-
work just five years ing drug companies country in the EU speed up approval for sions on the indica-
ago in February 1995. the choice of using would want to admit it those new products tions for some new 
Its creation is the re- the mutual recogni- too publicly, but it is that pass the regula- drugs more political 
sult of a long overdue tion proce- tory hurdles. A than scientific. De-
recognition that the dures or going recent study un- spite objective evi-
European Union is for central ap- dertaken at Tufts dence that the EMEA 
one of the largest pre- pro val. University sug- is performing broadly 
scription drugs mar- There are gests that goal as efficiently as the 
kets. However, until some excep- has been largely FDA, some critics 
EMEA' s creation, this tions to this achieved. Its ap- complain that it could 
market had fifteen dif- system. Generally, ge- widely acknowledged proval times for new be more efficient and 
ferent agencies to li- netically engineered privately that not drugs parallel almost could provide more 
cense and regulate drugs have to go the every country has the precisely those comprehensive and 
drugs. central route. But same ability to evalu- achieved by the FDA, consistent regulatory 

Five years on, it is many other new and ate new products well which has itself im- advice. 
due shortly for re- innovative products- and that even among proved the speed of However, the 
view-and the early as opposed to just those that are good at its process in recent signs are that the 
signs are that there- minor advances-can it, particular groups of years. 2001 review of EMEA 
view is likely to be go either way. Even scientists in particular 
broadly favorable. Ini- when the central countries have partie-
tially EMEA worked route is chosen, the ular skills. 
simply through mu- EMEA uses the skills By operating cen-
tual recognition. In- in the preexisting reg- trally but drawing on 
stead of each country ulatory agencies to the differing scientific 
evaluating a new evaluate products, skills around Europe, 
product and passing rather than having a the EMEA, to an ex-
its own verdict, the large central scientific tent, has the best of 

width of its brief and the fact that when 
its advice is taken it applies to the 
whole of the National Health Service. 

"It is not just us looking at value for 
money," Sir Michael Rawlins, chairman 
of NICE, says. "In different ways almost 
every country in the world is doing a 
similar type of thing from health main­
tenance organizations in the United 
States to reimbursement agencies in 
Europe and elsewhere." 

Australia, parts of Canada, and 
France already have a form of "fourth 
hurdle" seeking evidence of cost effec­
tiveness before pharmaceuticals are re­
imbursed. Denmark is setting up a 
body somewhat similar to NICE, and 
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the European Medicines and 
Evaluation Agency, which li­
censes drugs in Europe, has a 
pilot project called MINE (the 
Medicines Information Net­
work for Europe). 

It was originally intended 
to examine cost-effectiveness. 
But opposition from the phar­
maceutical industry has led it, 
at least in its initial stages, to 
concentrate only on informa­
tion for doctors and patients 
about the relative effective­
ness of pharmaceuticals that 
the EMEA has approved 
since 1995. 

On average, prod- will see recommenda-
ucts are approved tions about how the 
within a year, en- baby should grow and 
abling the EMEA to mature, rather than a 
claim that European conclusion that it 
patients now have would have been bet-
speedier access to ter canceled at birth. 
new drugs than in the 
past. And where it 

The industry 
had hoped 
one enect of 
NICE would be 
to ensure more 
rapid adoption 
of some 
expensive 
but enective 
drugs. 

-Nicholas Timmins 

The industry has some 
legitimate worries about all 
this. Building data that 
demonstrates cost-effective­
ness into clinical trials will 
make an already costly exer­
cise more expensive. Differ­
ent countries, with different 
values in society, may want 
different data to demon­
strate different forms of 
cost-effectiveness. And just 
how widely will the impact 
of a drug be measured when 
cost-effectiveness is as­
sessed? Will it, for example, 
only look at its impact 



in narrow health 
terms-days in hospi­
tal saved, for exam­
ple-or will it look at 
savings that are much 
harder to measure 
such as those from 
people returning to 
work more quickly or 
proving less of a bur­
den on social services 
or the relatives who 
care for them? 

Furthermore, 
some cost-effective­
ness data is only likely 
to become available 
when a drug or new 
technology has been 
on the market for 
some time. And there 
are fears that too 
heavy a demand for 
proof of cost-effective­
ness could stifle inno­
vation. 

In practice, how­
ever, it is now clear 
that this issue will not go away and will 
have to be addressed by the pharma­
ceutical and medical technology com­
panies. As the World Health Organiza­
tion has pointed out, even the richest 
country has to set some priorities 
within health care, and ensuring that 
products are cost-effective is an essen­
tial way to get more value out of each 
health dollar. 

Not everyone is as gloomy about the 
prospects as some in the pharmaceutical 
industry appear to be. The investment 
bank SalomonSmithBamey concluded 
in a recent review of the impact of NICE 
that, while in the short term the demand 
for such data might seem negative, ''We 
believe that in the longer term the de­
bate over the cost-effectiveness of drugs 
should be beneficial for the industry." 

Novel drugs to lower cholesterol or 
hypertension or to tackle Alzheimer's 
disease should ultimately lower the total 
cost of health care, the review argued. 
The accumulation of cost-effectiveness 
data "can only serve to persuade those 
that pay for health care that drugs are 
the cheapest form of therapy and ulti­
mately save the excess costs in the rest 
of the health care pie." @ 

Nicholas Timmins is the public policy ed­
itor of the Financial Times in London. 
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this fund. It invests primarily in GNMAs, which are 
backed by the U.S. Treasury for the timely payment 
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fluctuate as interest rates change.* $2,500 minimum 
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INVESTMENT KIT free investment kit 

including a prospectus 

1-800-541-7894 
www. troweprice. com 
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By Bruce Barnard 

Europe's pharmaceutical firms vie with US rivals to survive in a tough business climate 
urope's pharmaceuti­
cals companies are 
locked in a high stakes 
multibillion-do 11 ar 
struggle with their 
American rivals to stay 
in business beyond the 
first decade of the 

twenty-first century. The drugs sector 
on both sides of the Atlantic is caught 
up in a frenzy of takeover activity as 
companies seek economies of scale to 
finance spiraling research and develop­
ment budgets. 

Europe pulled ahead last month 
when Glaxo Wellcome launched a 
$77.5 billion takeover of fellow British 
drug maker SmithKline Beecham, cre­
ating the world's biggest pharmaceuti­
cal company and intensifying pressure 
on its rivals to respond with matching 
mergers or risk falling further behind 
in the race for market share. 

The merged group, Glaxo Smith­
Kline, will be the United Kingdom's 
largest company with a market capital­
ization at the time of the takeover of 
around $190 billion and annual sales of 
nearly $25 billion. It will have 7.5 per­
cent of the global market for prescrip­
tion drugs, including "blockbuster" 
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Croatian Drug Sensation 
PI iva finds success in US market 

he number one 
selling antibiotic 
in the United 
States comes 

from an unexpected 
source: a Croatian 
pharmaceutical firm. 
There are a lot of sur­
prises when it comes 
to Pliva. The Zagreb­
based company is the 
largest pharmaceuti­
cal firm in Central 
and Eastern Europe 
and was the first to 
be listed on the Lon­
don Stock Exchange, 
in 1996. 

The company al­
ready has licensing 
and research agree­
ments with such top 
international firms as 
Pfizer in the United 
States and Glaxo 
W ellcome in the 
United Kingdom. 
Furthermore, Pliva 
has gone on a recent 
buying spree, acquir­
ing three Central Eu­
ropean pharmaceuti­
cal firms. 

Its top product, 
the antibiotic 
azithromycin, has 
taken the medical 
community by storm, 
with worldwide sales 
totaling more than $1 
billion in 1998 alone. 
Sold by Pfizer in the 
United States and 
other key markets 
under the name 
Zithromax, revenues 
for the antibiotic 
climbed 28 percent in 
the third quarter of 
1999, to $228 million, 
with more than three-
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quarters of the rev­
enue derived from 
the United States. In 
1998, the company 
had total revenues of 
$562 million, a 21.6 
percent increase 
from the previous 
year. 

"From the very be­
ginning, Pliva tried to 
build its future on its 
own research activi­
ties and its own de­
velopment activities. 
People understood 
how important it is to 
have your own 
knowledge and ex­
pertise in the phar­
maceutical industry," 
said Zeljko Covic, 
president of Pliva's 
management board. 

Pliva has a rich 
history in the region. 
Founded in 1921 
under the name Kas­
tel, the company was 
a joint venture be­
tween the Croatian 
company Isis and 
Chinoin, a Hungarian 
firm. Along with pro­
ducing pharmaceuti­
cals, it also manufac­
tured veterinary, 
agricultural, and food 
products-a practice 
that has carried on 
through today. 

During World War 
II, the state acquired 
control of the com­
pany, a situation that 
persisted until Pliva 
was privatized in 
1996. 

Following the war, 
Pliva was among the 
pharmaceutical firms 

that flourished in for­
mer Yugoslavia. The 
Soviet Union didn't 
want to purchase 
drugs from American 
or Western European 
firms, so "we were 
some kind of bridge 
in the pharmaceutical 
business between 
West and East," 
Covic said. 

During those 
years, Pliva consis­
tently had exports of 
$40-$60 million to 
the Soviet Union. Yu­
goslavia's minister of 
health would travel to 
the USSR once or 
twice a year and sign 
barter agreements, 
with Yugoslavia ex­
porting drugs and the 
Soviet Union export­
ing oil and gas. "It 
was real easy money. 
There was no mar­
keting, no sales 
skills, just produc­
ing," Covic said. 

Another healthy 
share of Pliva' s rev­
enue came from sales 
within former Yu­
goslavia. But that 
changed overnight 
with the collapse of 
the Soviet Union and 
the breakup ofYu­
goslavia. 'That was 
very painful for us," 
Covic said. ''You 
wake up and you see 
that you've lost 40 
percent of your mar­
ket." 

At the same time, 
Croatia declared its 
independence and 
became embroiled in 

a war with Yu­
goslavia. Yet, Pliva' s 
business managed to 
prosper. In 1986, the 
company had signed 
a licensing agree­
ment with Pfizer for 
the sale of 
azithromycin, and the 
antibiotic was 
launched in the 
United States in the 
early 1990s. 

"It's a great rela­
tionship. Very suc­
cessful," said 
Vanessa McGowan, 
spokeswoman for 
Pfizer. 

The key 
selling point 
is that pa­
tients usu­
ally take the 
antibiotic 
once a day 
for five days, 
rather than 
three times a 
day, for ten 
to fourteen days. "It's 
good for kids and 
popular with pediatri­
cians," Covic said. 

Now the company 
is working to find a 
successor to 
azithromycin and has 
signed an agreement 
with Glaxo Well­
come. The aim is to 
have a new antibiotic 
in clinical trials in the 
next two years. 

Covic is realistic 
about Pliva's 
prospects as a small 
pharmaceutical firm 
in a small market. 
''We can't be involved 
in all fields." Instead, 

By Susan Ladika 

the company is focus­
ing its research in 
the areas of antibi­
otics and anti-inflam­
matory drugs and 
hopes to introduce 
one new product 
every few years. 

A new drug can 
cost anywhere from 
$400 million to $1 bil­
lion to introduce, so 
Pliva will focus on 
discovering new 
molecules and con­
ducting pre-clinical 
trials, while finding 
larger partners to fi­

nance the 
expensive 
stages of 
clinical trials 
and sales 
and market­
ing. 

At the 
same time, 
Pliva is ex­
panding its 
presence in 

the region, purchas­
ing major stakes in 
such firms as 
Poland's Polfa 
Krakow and 
Lachema in the 
Czech Republic. 

"The Czech Re­
public and Poland are 
close to European 
Union membership," 
Covic said. Buying 
into the companies 
gives Pliva "addi­
tional access to an ex­
tremely big and rich 
market."@ 

Susan Ladika is 
EUROPE's Vienna 
correspondent. 



treatments for asthma, de­
pression, AIDs, and mi­
graines. 

The new company is 
British in name, and three 
quarters of its shareholders 
reside in the United King­
dom. However, its opera­
tional headquarters are being 
moved to the United States, 
probably New Jersey. "The 
new company is global, 
proud of its roots in the UK 
and of its corporate domicile 
in the UK," said Jean Pierre 
Garnier, chief executive des­
ignate. "But a world-class 
competitor cannot operate all 
of its functions from a market 
that represents only 6 per­
cent of its existence." 

The merger was partly 
prompted by the anticipation 
that Pfizer, the US drug 
giant, would take over 
Warner-Lambert, an Ameri­
can rival, creating the world's 

E
uropean 
firms 
have 

been launching 
cross-border 
mergers to keep 
pace in the 
"race lor size" 
. . . Europe's 
top drug 
firms are 
determined 
to be among the 

mented with the largest firm 
commanding barely 5 percent 
of the global market. Re­
search by AT Kearney, the US 
consultancy, suggests that 
companies that have merged 
in the past decade have had 
lower economic returns than 
those that did not. However, 
analysts say these companies 
would have done worse had 
they not merged. 

The drive for size will force 
European and US firms to­
gether in spite of big cultural 
differences. The merger be­
tween Sweden's Pharmacia 
and Upjohn of the US got off 
to a disastrous start, but the 
companies have turned round 
the business and recently 
sprung a bid for Monsanto, 
the US drug and food group. 

second-largest drug maker • 
with a 6.7 percent global mar- SUrVIVOrS. 

European companies face a 
tougher challenge than do 
their American rivals. The US 
is the world's biggest and 
fastest-growing market, and 
Americans consume twice as 
many pills as Europeans do. ket share. 

Other European firms have been 
launching cross-border mergers to 
keep pace in the race for size. Among 
the most prominent recent deals, Swe­
den's Astra merged with Zeneca of the 
UK, and Germany's Hoechst linked 
with Rhone-Poulenc of France to create 
Aventis, which began operations in Jan­
uary, briefly topping the global sales 
rankings before the merger of Glaxo 
W ellcome and SmithKline Beecham. 

European mergers have had a 
checkered history. The merger of 
Switzerland's Ciba Geigy and Sandoz 
into Novartis has failed to live up to ex­
pectations, but the $36 billion Astra 
Zeneca merger last April got off to a 
strong start. The group exceeded its 
cost-cutting target, sold Zeneca's spe­
cialty chemicals business to concen­
trate on its core drugs business and 
sharply boosted revenues in the US, 
where its 4,000-strong sales force is 
second to Pfizer. 

Companies say size matters in an in­
dustry that faces revolutionary scien­
tific changes and growing economic 
pressures. The industry boasts huge 
companies-fifteen of the world's 100 
most valuable firms are drug manufac­
turers-but it remains extremely frag-

European firms, by contrast, are still 
overdependent on their smaller domes­
tic markets. 

Moreover, while the drug industry 
has consolidated in the US and the UK, 
it is dominated by small and medium­
sized family-owned firms in Continental 
Europe. Only half of Germany's 1,000-
plus drug companies have more than 
100 workers. 

Europe needs to undergo massive 
consolidation to prevent the US domi­
nating the drug business in the coming 
decade. Its pharmaceutical firms will 
supply only three of the world's top 
twenty-five top-selling drugs by 2002, 
according to Evaluate Pharma, a British 
consultancy. The marketing power of 
the big American drug firms, the expi­
ration of patents on European "block­
buster" drugs, and the trend toward 
lifestyle drugs, such as Viagra, are giv­
ing the US industry a solid lead. 

Companies have to devote an in­
creasing slice of their revenues on re­
search and development to produce 
new drugs to replace expiring patents. 
R&D spending by US drug companies 
has risen from 12 percent of sales in 
1980 to more than 20 percent today. 
Furthermore, the need to find new 

drugs is growing. According to Lehman 
Brothers, in the past three years the 
patents have expired for drugs with 
combined sales of $8 billion, and this 
figure will rise to $20 billion over the 
next three years. 

Expiry of a patent can have a big im­
pact on the bottom line. Astra-Zeneca is 
preparing to defend sales of Losee, the 
world's best-selling drug, against 
generic competition when its US patent 
runs out in 2002. The anti-ulcer drug 
has annual sales exceeding $5 billion, or 
40 percent of the firm's total revenues. 
At the same time, it must persuade doc­
tors that its new anti-ulcer treatment, 
Nexium, is superior to Losee . 

Europe's drug companies are also 
facing a squeeze on public health 
spending and live in constant fear that 
their products will be removed from 
government-approved funding lists. 
The British government took off the 
gloves in its long running battle with 
drug firms last year by refusing to ac­
cept Glaxo W ellcome's new anti-flu 
drug, Relenza, on the advice of the 
state-financed National Health Service. 
The government was furious that the 
firm was charging the UK a wholesale 
price of 38 euros ($38), compared with 
24 euros in France, 25 euros in Spain, 
and 31 euros in Germany. 

Europe's top drug firms are con­
stantly seeking to rationalize their core 
pharmaceutical operations and maxi­
mize the potential of their peripheral 
activities. Roche of Switzerland is aim­
ing to become a pure health care com­
pany by spinning off its fragrance and 
flavors unit in a $4 billion deal. Mean­
while, its domestic arch rival Novartis 
put its agrochemicals division into Syn­
genta, a joint venture with Astra Zeneca 
that will have annual sales of $8 billion. 

These moves free the big players to 
concentrate on surviving the forthcom­
ing shakeup. Sir Richard Sykes, chair­
man of Glaxo W ellcome, says the in­
dustry will be very different by 2010. 
'The financial resources required to in­
vest in the ·new diagnostic and thera­
peutic technologies at a time when the 
payers are squeezing revenues on the 
historic technologies and therapies will 
result in few major companies." 

And Europe's top drugs firms are de­
termined to be among the survivors. @ 

Bruce Barnard, based in London, is a 
contributing editor to EUROPE. 
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THOUT 
BORDERS 
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James Orbinsky, president of the international 

committee of Medecins Sans Frontieres, 
addresses reporters last fall at the 
organization's Paris headquarters after it 

was awarded the Nobel Peace Prize for its 
humanitarian work. 

French medical group 
has been bringing 
relief to crisis areas 
for three decades 

By Axel Krause 

r. James Orbinski, an 
outspoken Canadian 
physician, looked out 
from the rostrum to the 
gathering of notables in 
Oslo on December 10, 
having just accepted the 

1999 Nobel Peace Prize on behalf of 
"the French doctors.·· Shunning 
niceties, he immediately called on the 
Russians to stop bombing defenseless 
civilians in Chechnya. He then bluntly 
explained why, in contrast to some pre­
vious laureates, his organization and its 
cause represents neither a tool to end 
war nor to create peace, but rather "a 
citizens' response to political failure." 
Orbinski then praised the Nobel Com­
mittee for "its affirmation of the right to 
humanitarian assistance around the 
world." 

It was a poignant moment for Orbin­
ski 's organization, Medecins Sans 
Frontieres. MSF, or Doctors Without 
Borders, started out in 1971 as a loosely 
organized group of young, radical-left 
French doctors and nurses who were 
quickly dubbed "medical hippies" and 
"cowboy docs." These epithets, noted a 



recent admiring New York Times edito­
rial, stemmed from their quickly estab­
lished "reputation for agility in both 
bringing help and attracting publicity," 
which in 1972 led to the mobilization of 
medical teams to save victims of floods 
in East Pakistan and of a major earth­
quake in Nicaragua. 

Today, claiming to be the world's 
largest independent medical aid agency 
with 2,500 doctors, paramedics, and ad­
ministrators, plus 10,000 local staff in 
eighty countries, MSF operates from its 
Paris base on an annual budget of some 
$235 million. Roughly 56 percent of the 
total is generated by private contribu­
tions, including corporations and indi­
viduals, while 44 percent comes from 
national and international governmen­
tal bodies, primarily the European 
Union and its member states, but also 
from the US government. 

Among MSF's founders was 
France's media-minded former health 
minister Bernard Kouchner, currently 
the United Nations' chief administrator 
in Kosovo. Upon hearing the news 
about the prestigious award, Kouchner 
joined many world leaders in warmly 

praising MSF, which by any measure 
has matured enormously over nearly 
three decades. It has also inspired simi­
lar humanitarian groups throughout 
the world, which work side-by-side in 
crisis areas such as the Caucasus, the 
Balkans, Africa, Latin America, South­
east Asia, and even within the Euro­
pean Union, helping, for example, vic­
tims of drug addiction in poor 
neighborhoods. 

''Where once MSF sought the spot­
light, today the spotlight follows them," 
noted the British magazine the Specta­
tor, citing a recent poll showing that 80 
percent of French girls want to marry 
an MSF doctor. 

Coincidentally, on the same day that 
MSF International President Orbinski 
accepted the prize in Oslo, European 
Commissioner for Development and 
Humanitarian Aid Poul Nielson was in 
Paris explaining to some 150 delegates 
from the world's leading non-govern­
mental humanitarian and relief organi­
zations, including MSF, how the Euro­
pean Union would remain the largest, 
single governmental donor to the cause 
cited by Orbinski. 

In 1999, the European Community 
Humanitarian Office, ECHO, spent a 
record $800 million through some 
1,300 contracts with non-governmental 
organizations, not counting more than 
$1 billion spent by other EU bodies and 
EU-member governments. Because of 
a substantial increase in the buildup of 
EU programs in Kosovo, the amount 
represented a substantial increase over 
the roughly $518 million spent a year 
earlier. This year ECHO spending is ex­
pected to fall back to the 1998 level, Eu­
ropean Commission sources said, but 
the amount could rise again, depending 
on how quickly the need for humanitar­
ian aid arises in crisis areas, such as 
Chechnya. 

These amounts compare to more 
than $1 billion spent each year by the 
US Agency for International Develop­
ment, USAID, the Washington-based 
relief and aid agency, and the US State 
and Defense departments. The funds 
go primarily for supporting US-based 
humanitarian and aid organizations, 
which, like ECHO, operate under con­
tracts with such non-governmental or­
ganizations as Catholic Relief Services, 
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CARE, the International Rescue Com­
mittee, and Save the Children. But an 
estimated quarter of US funding goes 
for helping EU-based organizations, 
such as MSF, PSF (Pharmacists With­
out Borders), and Medicins Du Monde 
(MDM, which Kouchner, after a dis­
agreement with colleagues over aiding 
Vietnam refugees, founded in 1979). 

'The winning of the Nobel Prize by 
MSF helped all of us seeking funds 
here in the United States and around 
the world, even though we have our dif­
ferences," said a New York-based offi­
cial of MDM, which generates roughly 
35 percent of its $50 million annual bud­
get from governmental sources, mainly 
the EU and the French government, 
and 65 percent from independent 
sources, primarily private donors. 

Nielson, formerly Denmark's devel­
opment minister, told the Paris meeting 
that he fully intended not only to press 
expansion and streamlining of aid oper­
ations of ECHO, including a greater 
shift to related economic development 
programs, but also to arrange for 
greater protection of relief workers 
from a wide range of dangers. These in­
clude road accidents, banditry, kidnap­
ping, and occasional assassinations of 
aid workers. 

"As each day goes by, the risks fac­
ing those of you in the field become 
greater," Nielson said, citing "the re­
cent barbaric murder of (two Western) 
aid workers in Burundi, or the disap­
pearance of the WFP (World Food Pro­
gram of the United Nations) plane in 
Pristina (with twenty-four victims 
aboard) and recently in Colombia." 

But, he cautioned, even if the EU is 
someday able to send 60,000 troops to 
nearby crisis zones under EU com­
mand, it may not work in protecting 
groups like MSF. "An EU army might 
help protect relief workers but certainly 
won't solve the problems." The Com­
mission's powers are clearly limited to 
funding and supervising operations, so 
ultimately, he indicated, the non-gov­
ernmental organizations must fend for 
themselves. 

That suits some. As French surgeon 
Rony Brauman, a former MSF presi­
dent (1982-1994) who helped draft 
Orbinski's speech, said, ''We defend in­
dependent civilian humanitarianism ... 
there is no need, and indeed a danger, 
in using a humanitarian justification 
for establishing a European army as 
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decided in Helsinki" during the EU 
summit meeting, also held on Decem­
ber 10. 

''We are not commandos," he added, 
"although we do sometimes operate 
under dangerous circumstances." 

Those circumstances contrast 
sharply with the relatively safe lives led 
by most doctors, and other medical per­
sonnel in Western democracies. In­
deed, recruiting by MSF and similar or­
ganizations is not easy. Candidates 
must be prepared to, as they have, fight 
cholera in East Africa, famine in 
Ethiopia and Somalia, typhoons and 
floods in the Philippines and North 
Korea, and help establish drug-treat­
ment centers in downtown Athens, or 
distribution of generic drugs and even 
milk to the needy in Moldavia. 

Just prior to Christmas, with Russian 
military forces poised outside Grozny, 
the capital of Chechnya, teams of doc­
tors from MSF, MDM, and the UN 
High Commission for Refugees were 
shipping medical supplies, such as sur­

''We have all become more rigorous 
in our selection of a growing number of 
candidates," says an official of PSF, 
which was founded in 1985 by five 
French pharmacists in the city of Cler­
mont-Ferrand in central France and now 
receives some 800 applications each 
year. After careful checking and inter­
views, only about a hundred candidates 
are selected, ranging from pharmacists, 
biologists, and laboratory technicians to 
jack-of-all-trades administrators. 

A successful example of the latter 
category is Alexis de Suremain, cur­
rently based in Moldavia, a landlocked, 
former Soviet republic bordering on 
Romania and Russia. Son of a career 
French diplomat, who has lived and 
studied in Russia and Israel, he joined 
PSF as an administrator in the former 
Soviet republic of Tajikistan three years 
ago after managing a consulting firm in 
Russia. He was twenty-nine and single. 

gical instruments and antibi­
otics, to the embattled region 
from their base in the neigh­
boring former Soviet republic 
of Georgia, itself being threat­
ened by Moscow. 'Thanks to 
local volunteers, we are suc­
ceeding," said Brauman, "and 
we are all ready to intervene 
in Chechnya, assuming the 
Russians let us in." 

Today, with his wife and nine-month­
old son, and operating with a pharma­
cist and local volunteers, he oversees 

an expanding, $400,000-a­
year program to distribute 
generic drugs, manufactured " The 

winning of 
the Nobel 
Prize by 

at low cost for PSF, and es­
sentials for children, notably 
milk. In early January he re­
ceived approval from ECHO, 
the main supplier of PSF 
funding, for the establish­
ment of a $7 40,000 program 
for rebuilding laboratories 
and for supplying essential 
pharmaceutical products to 
Moldavia's dilapidated psy­
chiatric hospitals and orphan­
ages. 

Who qualifies? Not every­
one is ready to make sacri­
fices, such as low pay; most 
new hires earn about $700 
monthly, depending on the 
assignment, plus a modest al­
lowance for living expenses. 
On average, the volunteer 
doctors, pharmacists, and ad­
ministrators stay in the field 
for an average of six months 
and then are replaced. Al­
though several thousand men 
and women mainly single and 
in their late twenties, apply to 
EU-based organizations each 
year, most do not make the 
grade. Idealism and a hanker­
ing for adventure are no 
longer enough, recruiters 
say, as the demand for profes­
sional skills and managerial 
experience has grown dra­
matically. 

MSF helped 
all of us 
seeking 
funds here 
in the United 
States and 
around the 
world, even 
though we 
have our , 
differences. 

"It isn't just being in a for­
eign country, or travel, which 
appeals," de Suremain said, 
"but working in an area that 
requires everything-orga­
nizing, supervising, dealing 
with government ministries, 
keeping long hours in a very 
needy country." In addition, 
he adds, summing up the re­
action of most of his col­
leagues elsewhere, "helping 
others is also a very strong 
motivation in this kind of 
work."@ 

Axel Krause is a EUROPE 
contributing editor based in 
Paris. 
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WHAT THEY SAID . .. ED HIGH REPRESENTATIVE FOR BOS I 

W olfgang Petritsch re­
cently spoke with 
EUROPE's Vienna 

correspondent Susan Ladika 
about his role since August as 
the EU's high representative 
for Bosnia-Herzegovina. 
Petritsch, who is a native of 
Austria, previously served as 
his country's ambassador to the 
Federal Republic of Yugoslavia 
(1997-]uly 1999) and as the 
EU's chief negotiator at the 
Kosovo peace talks in Ram­
bouillet and Paris. He has pub­
lished extensively on foreign 
and domestic policy issues. He 
recently co-authored the book 
Kosovo-Kosova: Myth, Data, 
Fact 

Since becoming Bosnia­
Herzegovina's high repre­
sentative, what do you see 
as the main priorities for 
the rebuilding of the coun­
try, so it can begin to play 
a vital role in the interna­
tional community? 

A future role in the interna­
tional community is precisely 
what was foreseen at Dayton, 
Ohio, in 1995. Although much 
progress has been made, the 
Dayton accords are still far 
from being fully imple­
mented. In general terms, 
therefore, my priority is to 
pursue the agenda set at Day­
ton. Within that agenda, I 
have begun my mandate by 
concentrating on the issue of 
minority return. If Bosnia­
Herzegovina is ever to be a 
cohesive country in the eyes 
of the international commu­
nity, the dreadful ethnic 

cleansing of the war must be 
significantly reversed; our 
task is to re-create the condi­
tions for a viable multiethnic 
society. 

Simultaneously, I am com­
mitted to strengthening the 
central institutions, like the 
co-presidency, the Council of 
Ministers, and the Bosnia­
Herzegovina Parliamentary 
Assembly, which are Bosnia­
Herzegovina's natural inter­
faces with the world. At pre­
sent, these institutions, 
though functioning, are too 
weak. Too much real power 
continues to reside with the 
entities. Until the old national­
ist ways of thinking, spawned 
or encouraged by the war, are 
broken down, the transfer of 
true power to the center will 
be hard to achieve. 

We are tackling this pro b­
lem on a number of fronts, 
not least through a reformed 
election law and a full-scale at­
tack on corruption. 

The international commu­
nity has been involved in 
the reconstruction of 
Bosnia-Herzegovina for 
four years already. How is 
it possible to maintain in­
terest and commitment to 
this country? 

"Bosnia fatigue" among the 
Western public, who ulti­
mately fund the reconstruc­
tion effort, was a problem dur­
ing the war; and with every 
passing year, that fatigue in­
creases. We are coming to the 
end of the $5.1 billion, four­
year spending program. West-

ern interest and commitment 
are naturally now focused 
elsewhere in the Balkans. 

That said, the international 
community needs to appreci­
ate that Bosnia-Herzegovina 
is a key to Balkan stability. It 
is the Balkan country where 
the region's three ethnicities 
collide: it is its historical 
crossroads. If we can stabilize 
Bosnia-Herzegovina, we can 
stabilize anywhere. The fact 
that Sarajevo hosted an inter­
national stability pact in the 
summer indicates that the in­
ternational community is fully 
aware of the importance of 
Bosnia-Herzegovina to the 
stability of the region as a 
whole. 

What must be done to 
wean the country off its 
dependence on interna­
tional aid? 

The economy needs to be put 
on sounder footing. This 
means, first and foremost, 
systemic reform. Abolishing 
the communist-era controls, 
such as the so-called "pay­
ment bureaus" is essential if 
the foreign investment the 
country so badly needs is 
ever to materialize. Unfortu­
nately, the main political play­
ers in this country are resis­
tant to such reforms because 
the present system serves 
their interests and bolsters 
their grip on power. Taxes 
also need to be lowered­
and, indeed, more efficiently 
collected-and trade with 
neighboring countries needs 
greater encouragement. 

What problems are crime 
and corruption posing for 
the further development of 
Bosnia-Herzegovina? 

In a postwar society in transi­
tion from communism, it is 
not surprising that corruption 
is endemic to this country, 
from the top to the bottom of 
society. In such a situation, 
corruption is regarded as "the 
norm." A fundamental change 
in thinking about power and 
the way the country's elected 
officials use or abuse it needs 
to take place. Changing some­
thing so deep-rooted will of 
course take time. 

Abuse of taxes, particu­
larly the wide-scale evasion of 
customs and excise, has per­
sistently robbed the people of 
Bosnia-Herzegovina of the 
chance for economic develop­
ment. It also drives away for­
eign investment. 

In such an environment, 
how can foreign investors 
be convinced to come to 
the country? 

In the present environment, 
as we have seen, it takes 
courage and persistence to in­
vest successfully in Bosnia­
Herzegovina-a situation that 
must change. But I believe 
that Bosnia-Herzegovina does 
have much to offer to the 
right sort of investor. There is 
a large and willing work 
force, for instance, as well as 
vast amounts of untapped nat­
ural resources, such as 
forestry. In the future, Bosnia­
Herzegovina may find itself 



WHAT THEY SAID (CONTINUED) 

placed at the crossroads of a 
Balkan trade area. As in all in­
vestment, the early bird 
catches the worm. 

What role does the Euro­
pean Union have to play in 
rebuilding Bosnia? 

The European Union has 
been involved from the start. 
It is also a major contributor 
of reconstruction and fund­
ing, including more than 50 
percent of the office of the 
high representative. This is a 
reflection of a recognition 
that Bosnia-Herzegovina is 
primarily a European prob­
lem. The EU also provides 
the focus of Bosnia-Herzegov­
ina's future. Bosnia-Herzegov­
ina is not ready yet for EU 
membership, but there are a 
number of halfway houses 
and institutions, such as the 
Council of Europe, which pro­
vide a yardstick against which 
the people of this country can 
measure their progress to­
ward becoming a mature, de­
mocratic state. 

Why should the country 
remain of continued inter­
est to the United States? 

A stable Europe is in the in­
terest of the United States 
and always has been. The 
Balkans have historically 
been one of the greatest 
threats to European stability. 
It was primarily the US that 
brokered the Dayton accords, 
and Dayton, as I have already 
said, is not yet fully imple­
mented. It is surely in the US 
interest to see finished the 
task that they began. If the 
US were to lose interest in 
Balkan stability now, the sub­
stantial progress made since 
1995 even risks being lost. 

How important is it to 
bring indicted Bosnian war 
criminals to trial, and what 
role should international 
peacekeepers have in their 
apprehension? 

Without justice and punish­
ment of those guilty of war 
atrocities, true reconciliation 
between the different ethnici­
ties is going to be very hard 
to achieve. As civil peace­
keepers, we continue to urge 
the authorities in this country 
to cooperate with the war 
crimes investigators from the 
Hague and to hand over war 
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crimes suspects for trial. The 
responsibility for the physical 
apprehension of war crimi­
nals belongs to the Stabiliza­
tion Force (SFOR) under the 
command of NATO. 

How important is the 
return of refugees in 
Bosnia, and how can that 
be facilitated? 

It is vital, as I have explained. 
I have taken two measures to 
increase it since my mandate 
began. First, I imposed a 
package of property legisla­
tion reforms, which ironed 
out the inconsistencies be­
tween Bosnia-Herzegovina's 
two entities in the legislation 
governing the process of 
property repossession. These 
inconsistencies were rou­
tinely used by obstructionists 
of the peace as an excuse for 
delaying the property claim 
process.Second,Irecently 
removed twenty-two officials 
from their positions who had 
a proven track record of o b­
structionism. The twenty-two 
came from all three ethnic 
backgrounds. The intention 
of this mass removal was to 
give the returns process a big 
boost; we are looking for a se­
rious increase in returns in 
the spring. 

The high representative 
has been granted a great 
deal of authority under the 
terms of the Dayton Peace 
Accords, including the 
power to remove politi­
cians from office who 
obstruct the peace 
process, impose a com­
mon currency, and issue 
common license plates. 
Why should the high rep­
resentative be granted so 
much discretion? 

In fact, the high representa­
tive was not granted enough 
authority under Dayton. My 
powers were greatly in­
creased by the Peace Imple­
mentation Council in Bonn, 
two years later. It is true that 
there is no precedent for the 
powers granted to the high 
representative. But ending 
the war in Bosnia-Herzegov­
ina was the world's number 

one priority in 1995, and it re­
quired extraordinary mea­
sures. The first holder of the 
high representative position, 
Carl Bildt, tried to make the 
provisions of Dayton stick 
and found that he couldn't 
even though the parties on 
the ground had signed on to 
them. Experience showed 
that calling on the full author­
ity of the international com­
munity was the only way to 
make progress. 

Does this trample on the 
rights of the average 
Bosnian citizen? 

There is certainly no shortage 
of people, both here and 
abroad, who would argue that 
it does-but the average citi­
zen would definitely not com­
plain over rights abuse. After 
all, the rights of ordinary peo­
ple were trampled on very 
harshly indeed during the 
war and continue to be tram­
pled on by some of the politi­
cians who claim to represent 
them. The public response to 
my actions so far-the issu­
ing of laws and regulations, 
the dismissal of public offi­
cials-has been one of over­
whelming support. 

That said, the international 
community will not be en­
gaged in Bosnia-Herzegovina 
forever. The central plank of 
my approach here is what I 
have termed "ownership." 

By this, I mean that I am 
encouraging the leaders and, 
above all, the ordinary people 
of Bosnia-Herzegovina by all 
means possible to take owner­
ship of the process of Dayton 
peace implementation itself 
and to start to identify with 
the whole state of Bosnia­
Herzegovina. I see my role as 
being a little like that of a 
football stadium groundsman: 
my job is to use my powers to 
create a "level playing field," 
prior to stepping back and let­
ting the players get on with 
the game. In the end, I firmly 
believe, the average citizen of 
Bosnia-Herzegovina will be 
better off and will be grateful 
to the international commu­
nity for its intervention. 



EU NEWS 
New EU Ambassador 
to the US 

0 r. Guenter Burghardt, 
the European Commis­
sion's new head of dele­

gation to the United States, 
presented his credentials to 
President Bill Clinton at the 
White House on February 3rd. 
At his accreditation ceremony, 
Ambassador Burghardt, who 
until recently headed the Euro­
pean Commission's External 
Relations department in Brus­
sels, stated, "European unifica­
tion has always had a transat­
lantic dimension. Just as 
Europeans have helped in 
shaping the New World, the 
United States of America have 
thrown their weight many 
times into the European bal­
ance, supporting democracy 
and fighting dictatorship and 
totalitarianism of all sorts. Only 
recently have the dramatic 
events in Yugoslavia demon­
strated the need for the US to 
remain engaged in the Euro­
pean continent." 

The new ambassador, a 
native of Germany, began his 
career as an assistant profes­
sor at the University of Ham­
burg where he taught Public 
and European Community 
Law before joining the Com­
mission in 1970. Some high­
lights of his distinguished ca­
reer include stints as the 
political director for the Sec­
retariat General and as the 
deputy head of cabinet to 
Jacques Delors, the former 
president of the European 
Commission. 

Ambassador Burghardt is 
married with three children. 

EUissues 
Unprecendented 
Warning against New 
Austrian Government 

The Portuguese govern­
ment, which now holds 
the rotating presidency 

of the European Union, is­
sued a statement warning 
against a coalition govern­
ment that includes the far­
right Freedom Party headed 
by outspoken nationalist Jorg 
Haider. 

The statement says, "Gov­
ernments of fourteen member 
states will not promote or ac­
cept any bilateral official con-

tacts at political level with an 
Austrian government that in­
cludes Jorg Haider's Freedom 
Party." Portuguese Prime 
Minister Antonio Guterres 
commented on the situation, 
stating, "If a party which has 
expressed xenophobic views 
and which does not abide by 
the essential values of the Eu­
ropean family comes to 
power, naturally we won't be 
able to continue the same re­
lations as in the past however 
much we regret it. Nothing 
will be as before." 

The US government said it 
will reconsider relations with 
Austria now that the extrem­
ist Freedom Party, which es­
pouses anti-immigration poli­
cies, is part of the new 
government as a junior part­
ner in the ruling coalition. 
James Rubin, spokesman for 
the State Department, said 
US officials have made clear 
in meetings with Haider of 
"our strong opposition to any 
statements or any actions that 
might be interpreted as ex­
pressing sympathy for the for­
mer Nazi regime or as ex­
plaining away in any way, 
shape, or form the terrible 
tragedy of the Holocaust." 

Euro is Key Topic in 
Davos 

Europe's single currency 
was one of the dominant 
themes at this year's 

World Economic Forum, 
which is held annually in 
Davos, Switzerland. Attended 
by world political and busi­
ness leaders, including Presi­
dent Clinton, the forum has 
become the place for interna­
tional movers and shakers to 
meet and talk about key eco­
nomic issues in the beautiful 
Alpine resort town. 

The euro's slide against 
the dollar was hotly debated, 
although many European 
bankers appeared to be not 
very concerned. The first year 
of the euro, they argue, has 
actually passed without any 
significant problems, and the 
number of bonds issued in 
euros surpassed dollar­
backed bonds in the first 
quarter of 1999. 

"I am not worried," said 
France's finance minister, 

Christian Sautter, "because 
the euro represents stability 
and security for eleven na­
tions and growth of more 
than 3 percent. So the euro 
should strengthen." 

Jobless Rate Declines 
in Euro Land 

I 
n the eleven nations that 
share the euro, the Euro­
pean single currency, unem­

ployment fell from 9.6 percent 
in December, down from 9.8 
percent a month before and 
10.5 percent a year earlier. In 
all fifteen EU nations, the 
number of unemployed was 
15 million. The December 
jobless rate fell to 8.9 percent 
compared with 9 percent in 
November and 9.6 percent 
the year before. 

Croatian Elections 

Less than a month after 
the death of Croatian 
President Franjo Tudj­

man-praised for securing 
his country's independence 
from former Yugoslavia and 
criticized for its international 
isolation and sagging econ­
omy-voters dealt a massive 
blow to his supporters, cast­
ing ballots en masse for an 
opposition coalition. 

While the center-left oppo­
sition coalition had long been 
expected to win the January 3 
election for the lower house 
of parliament, few had ex­
pected the defeat of Tudj­
man's Croatian Democratic 
Union would come by such a 
large margin. In some re­
gions, the coalition of Social 
Democrats and Social Liber­
als outpaced Tudjman loyal­
ists two to one. 

''The people of Croatia de­
livered a clear message: that 
they want change and have 
chosen to enter the new mil­
lennium with new leaders and 
fresh policies. In particular, 
they have made clear that 
they want Croatia to take its 
rightful place in the family of 
European democracies and to 
develop a closer and more 
constructive relationship with 
the European Union," the 
EU's commissioner for exter­
nal relations, Chris Patten 
stated. 

So far, Croatia has been 

kept at arm's length from the 
EU and many other interna­
tional institutions because of 
the continued lack of democ­
racy, human rights, and mi­
nority rights following the 
bloody 1991 split with former 
Yugoslavia. A Croatian offen­
sive in 1995 recaptured terri­
tory held by rebel Serbs and 
put an end to the violence but 
sent hundreds of thousands 
of Serbs fleeing the country. 

While the election results 
were cheered by the Organi­
zation for Security and Coop­
eration in Europe, currently 
chaired by Austrian Foreign 
Minister Wolfgang Schiissel, 
he also said the country still 
has plenty of room for 
improvement. 

''The OSCE encourages 
the government of Croatia to 
increase efforts to implement 
pluralism, national reconcilia­
tion, democracy, and domes­
tic reforms that would benefit 
the people of Croatia," Schiis­
sel said in a statement. He 
also called for the return Serb 
refugees. 

Opposition politicians 
have vowed to bring about 
changes. "Our immediate 
task is to pull Croatia out of 
economic crisis, remove 
anomalies in our democratic 
system, and lead the country 
out of international isolation," 
said Drazen Budisa, the coali­
tion's presidential candidate. 

Because of Croatia's com­
plicated electoral system, it's 
not yet clear exactly how 
large the next parliament will 
be, but the opposition coali­
tion is expected to hold about 
70 of 150 seats, with a smaller 
grouping of opposition parties 
controlling 24 more. 

Tudjman's December 
death hastened new presiden­
tial elections. Stipe Mesic, a 
centrist candidate, won the 
first round held in January. 
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BELGIUM 

A New Man, A New Country? 
Prime By Dick Leonard 

Nineteen-ninety-nine will be 
long remembered as a year of 
significant change in Belgian 
politics, and much of the 
credit for this is likely to go to 
new Prime Minister Guy Ver­
hofstadt. What is undeniable 
is that he was able to effect a 
major transformation in his 
own public persona and in 
that of his political party, the 
Flemish Liberal Democrats 
(VLD). 

The forty-six-year-old Ver­
hofstadt has been around in 
Belgian politics for a long 
time. In 1981, at the age of 
twenty-eight, he became the 

Minister 
Guy 
Verhofstadt 
has led a 
political 
shakeupin 
Belgium 

youngest person ever to lead a 
Belgian political party. At thirty­
two, he was already a vice-pre­
mier and budget minister in a 
center-right government led by 
Wilfried Martens. 

It was no secret that he got 
on badly with virtually all his 
ministerial colleagues. They 
found him arrogant and unyield­
ing and regarded his right-wing 
views as more than a little ex­
treme. Yet Verhofstadt, then an 
ardent admirer of Ronald Rea­
gan and Margaret Thatcher, 
gloried in his reputation as an 
unreconstructed monetarist 
and, if anything, became even 

more rigid in his views when he went 
into opposition in 1987. 

Under his leadership, his party con­
tinued to grow, but he suffered painful 
setbacks in both the 1991 and 1995 
elections when the Liberals failed to 
make a decisive breakthrough. It was 
following this second disappointment 
that-greatly impressed by Tony 
Blair's achievement in remodeling the 
British Labor Party-he embarked on a 
fundamental rethink. He sought to live 
down his nickname of 'Baby Thatcher' 
and rebranded himself as a centrist. 

"I stand for a new vision of politics 
based on a consensus that exists be­
tween the necessity for economic 
growth, on the one hand, and the need 
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for social protection on the other," he 
told a Financial Times correspondent. 

His success in the general election 
of last June probably owed more to the 
misfortunes of his opponents than to 
his own makeover. Yet it was his sepa­
ration from the incumbents that made 
him much more acceptable to potential 
coalition partners when he was asked 
by King Albert II to form a government 
after the election. 

This election produced probably the 
biggest turnover in Belgian political 
history. The electorate pushed the pre­
viously dominant Christian Democrats 
into third place and severely punished 
their Socialist coalition partners, partly 
no doubt because of the series of scan­

thereby qualified the country for partic­
ipation in EMU. This sure fiscal footing 
has meant that in its first budget the 
new government has been able to im­
plement a long-standing Liberal objec­
tive-a big cut in employment taxes. 
This tax cut should improve the com­
petitiveness of Belgian firms and, to­
gether with a new job-creation program 
for unemployed school-leavers intro­
duced by Socialist Vice-Premier Lau­
rette Onkelinx, should help to reduce 
the unemployment rate to the Euro­
pean average. 

Finance Minister Didier Reynders 
has since indicated that the 2000 bud­
get is only the first step in a tax-cutting 
program, which he says will lead to an 8 

dals that had led to sus-
pended prison sen­
tences for three senior 
Socialist ex-ministers, in­
cluding former NATO 
Secretary-General Willy 
Claes. 

The Liberals, who 
had been in third place 
for more than eighty 
years, came out on top 
but needed two coalition 
partners in order to 
achieve a parliamentary 
majority. Verhofstadt 
spurned the Christian 
Democrats of defeated 

Many previous 
Belgian governments 
have come to grief 
as a result of the 

constant tug-of-war 
between 

percent cut in personal 
taxation over four years. 
This reduction is needed 
to bring Belgium 
roughly into line with its 
immediate neighbors­
France, Germany, and 
the Netherlands. 

A much more serious 
challenge is to remedy 
the fundamental defects 
in the legal system 
brought to light by re­
cent scandals, above all 
the Dutroux affair, con­
cerning the kidnap and 
murder of several young 

the majority 
Dutch-speaking and 

minority 
French-speaking 

communities. 
Prime Minister Jean-Luc Dehaene, 
pushing them into opposition for the 
first time in forty years, and formed a 
'rainbow' coalition of Liberals, Social­
ists, and Greens. 

Whereas it might have been ex­
pected that Verhofstadt would form a 
right-center government, his adminis­
tration is effectively one of the center­
left. He gives every sign of emulating 
Blair's achievement of taking over the 
center ground of politics. Blair man­
aged to do this from a starting point on 
the left. Verhofstadt has moved over 
from the right. This strategy is creating 
serious problems for the Christian 
Democrats, long the masters of the 
center, who now lack a distinctive rally­
ing point to regroup their dispirited 
supporters. 

So far, he has made a promising 
start, capitalizing on the economic 
achievements of the Dehaene govern­
ment, which sharply reduced Bel­
gium's budget deficit (now not much 
more than 1 percent of GDP) and 
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children and teenagers. A parliamen­
tary inquiry commission, led by Liberal 
Democrat MP Marc Verwilghen, re­
vealed a shocking degree of negligence 
(if not worse) in the Belgian justice sys­
tem. Furthermore, the inquiry revealed 
a fierce rivalry and an appalling lack of 
cooperation between the gendarmerie 
and the judicial police, which allowed 
Marc Dutroux, a convicted pedophile, 
to escape arrest over a prolonged pe­
riod. It also showed up the almost uni­
versal practice of making judicial and 
other public sector appointments on 
the basis of political affiliation rather 
than merit. 

Verwilghen has become justice min­
ister in the new government and now 
has primary responsibility for imple­
menting the far-reaching recommenda­
tions of his own commission. There is a 
distinct feeling that this is a now-or­
never opportunity to rehabilitate the 
deeply discredited system. 

Within the coming year, Belgians 
will have to brace themselves for the 

long-delayed Dutroux trial , which 
threatens to be the most horrific pro­
ceedings ever brought before a Belgian 
court. Another high-profile trial con­
cerns the 1991 murder of former Social­
ist leader Andre Cools. Two Tunisian 
hitmen have already been sentenced in 
a trial in Tunis, but little light was shed 
on the motive for the murder. A dozen 
alleged accomplices will be tried in Bel­
gium in a case that many believe is 
linked to the financial scandals that led 
to earlier convictions for corruption of 
Willy Claes and his colleagues. Claes is 
not suspected of involvement in the 
murder, but among the defendants is 
another Socialist ex-minister, Alain Van 
der Biest. 

Many previous Belgian govern­
ments have come to grief as a result of 
the constant tug-of-war between the 
majority Dutch-speaking and minority 
French-speaking communities. With a 
review of current constitutional ar­
rangements now due, five years after 
the new federal constitution came fully 
into force in 1995, Verhofstadt has care­
fully shunted the issue into an interpar­
liamentary conference. With luck, its 
meetings will spread out over many 
months, if not years, giving the govern­
ment precious breathing space before it 
has to make up its own mind about pos­
sible changes. Meanwhile, Verhofstadt 
is using his influence with his fellow 
Flemings to damp down their expecta­
tions of further major extensions to the 
regional autonomy granted by the 1994 
constitution. 

Another potentially disruptive ele­
ment is the attitude of the Green minis­
ters, who may well press for far more 
vigorous environmental policies than 
are acceptable to their Liberal and So­
cialist colleagues. However, some ob­
servers believe that they are so happy 
at being accepted into government for 
the first time ever that they will not 
lightly put their portfolios at risk. 

So the probability must be that Ver­
hofstadt's government will survive for 
its full four-year term and will then have 
a solid record to present to the elec­
torate. If he succeeds in consolidating 
his position in the subsequent election, 
Guy Verhofstadt will fairly be able to 
claim to have permanently shifted the 
contours of Belgian politics. @ 

Dick Leonard is EUROPE's correspon­
dent in Brussels. 



By Dick Leonard 

hroughout its long 
and troubled history, 
Brussels has shown a 
genius for renewing 
itself after every ad­
versity. The city's 
Grand Place dramati­
cally illustrates this 

trait. Originally a medieval market­
place, it was almost destroyed by the 
guns of Louis XIV during the French 
siege of the city in 1695. Within four 
years, rising like a phoenix from the 
ashes, the present square with its 
twenty-eight exquisite guild houses 
was erected and has come to be recog­
nized as, with the possible exception of 
St Mark's in Venice, the most beautiful 
square in the world. 

Similarly, Napoleon's destruction of 
the city walls led to the construction of 
the city's grand boulevards and, less 
happily, the later erection by the mega­
lomaniac King Leopold II of a series of 
grandiose buildings more suitable for 
the center of a vast empire than for a 
small kingdom. These included the 
Palace of Justice, the largest building in 
Europe at the time, and the Cinquante­
naire Arch with its immense complex of 
museums and exhibition centers 
planned for the fiftieth anniversary of 
Belgian independence in 1880 but com­
pleted only in 1906. 

The twentieth century also brought 
disasters to Brussels, notably two bru­
tal military occupations in 1914-18 and 
1940-44. Although the physical de-

The Atomium, a monument to man's mastery over the atom, is a Brussels landmark. 

struction was limited (unlike in some 
other parts of Belgium), many of its citi­
zens were subjected to arbitrary arrest, 
torture, execution, and deportation. In 
both world wars, the city distinguished 
itself by its passive resistance to the oc­
cupiers, led in 1914-18 by its famous 
burgomaster, Adolphe Max, and in 
1940-44 by the Universite Libre de 
Bruxelles, which closed its doors to its 
students rather than submit them to a 
Nazi-dictated syllabus. 

The most substantial architectural 
legacy of the two occupations is the N a­
tiona! Basilica of the Sacred Heart, 
which dominates the western entry to 
the city. Designed as a national memo­
rial to those who had given their lives 
for their country, it sadly resembles 
nothing more than a giant whale 
washed up on a beach. The fourth­
largest church in the world, it has, in 
practice, added little to the religious or 
civic life of a city that already had a 
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large cathedral dating from the thir­
teenth and fifteenth centuries and 
many other fine churches, few of which 
attract many worshippers in an age 
when churchgoing is in rapid decline. 

A more utilitarian legacy was left to 
Brussels by the Universal Exhibition of 
1958, for which a series of road tunnels 
permitting fast circulation through the 
central area of the city was constructed. 
Consequently, Brussels, even today, is 
easier to get around by road than any 
other sizeable city in Western Europe. 
Unfortunately, a substantial number of 
attractive old buildings, mostly from 
the nineteenth century, were pulled 
down to make way for the accompany­
ing road widening schemes. A more 
symbolic souvenir of the exhibition is 
the 300-foot tall Atomium, 
which celebrates man's mas- The EU 

tional companies (many of them Ameri­
can owned) chose Brussels as their Eu­
ropean headquarters. 

By the 1990s, more than a quarter of 
the city's population was made up of 
foreigners, many from other EU coun­
tries and the United States, though the 
two largest groups consisted of Moroc­
cans and Turks (including many 
Kurds). This diversity has made Brus­
sels easily the most international of Eu­
ropean capitals, with a wide range of 
educational and other institutions de­
signed for a multinational clientele, and 
English and other languages widely 
spoken together with the two official 
languages French and Dutch. 

Gastronomically, Brussels is in a 
class of its own, with more restaurants 

(of every nationality) with 
Michelin stars than any other 

tery of the atom and now ri­
vals the Manneken Pis, as the 
favorite trademark of the Bel­
gian capital. 

A greater influence on 

has become, 
by a wide 

city in the world, with the ex­
ception of Paris, whose popu­
lation is ten times as large. All 
this has added to, but by no 
means submerged, the essen-

Brussels, also dating from margin, 
1958, was the creation of the 

tially Belgian quality of the 

European Economic Commu- the mOSt 
nity (now the European 

city, with its omnipresent 
street markets and selling 
points for such traditional of­
ferings as Trappist beers, 
mussels and chips, waffles, 
and Belgian chocolates. 

Union). The earlier European important 
Coal and Steel Community 
was based in Luxembourg, eCOnOmiC 
and the founders of the EEC 
had assumed that the head- and social 
quarters of the principal EEC 
institutions would also be in influence 

As it has been since the 
Middle Ages, Brussels re­
mains an important trading 
center because of its excel­
lent transport links-by air, that city. However, the Cardi- On the 

nal Archbishop of Luxem- road, rail, and sea. (Brussels, 
bourg mounted fierce resis- • , l"f 
tance, fearing that an influx CIIY S I e. though inland, is linked to the 

Scheidt estuary near Antwerp 
by a ship canal, allowing large of mainly Protestant Euro-

crats would undermine the religious 
homogeneity of the Grand Duchy, 
which promptly renounced its claims, 
though subsequently most Luxem­
bourgers came to regret bitterly the 
decision. 

The Belgian government volun­
teered to receive the Commission and 
Council of Ministers on a strictly tem­
porary basis, and forty years later, the 
EU has become, by a wide margin, the 
most important economic and social in­
fluence on the city's life. NATO fol­
lowed the EEC to Brussels eight years 
later, when Charles de Gaulle peremp­
torily expelled its headquarters from 
Fontainebleau, and over subsequent 
years, it became more and more a cos­
mopolitan city as innumerable multina-

vessels to dock not far from the city 
center.) It is also still the most impor­
tant industrial town in Belgium, though 
service industries are relentlessly push­
ing out manufacturing. 

Certain problems persist, however, 
but the city faces the new millennium 
with some confidence, as the acknowl­
edged 'Capital of Europe'. Some per­
haps believe that it may lose a little of 
its importance in the long term, as the 
center of gravity of the EU moves east, 
with the projected enlargement into 
Central and Eastern Europe, and the 
restoration of Berlin as the German 
capital. Nevertheless, the ever-adapt­
able Brusselers remain confident that 
they will be able to meet such a chal­
lenge, if and when it comes. @ 

February 2000 29 



nterbrew, Belgium's biggest brewer, is making a 
splash in boardrooms and bar rooms on both 
sides of the Atlantic. The family-owned firm has 
been talking with American investment banks in 
London about a stock market flotation and spear­
heading a Belgian beer craze in New York. 

Interbrew grew out of the 1987 merger of the two 
largest Belgian brewers, Artois and Piedboeuf, and be­
came a global player in 1995 with the $2 billion acquisi­
tion of John Labatt of Canada, which came with a sub­
stantial minority stake in Femsa Cervesa, the leading 
Mexican brewer. 

The company has stepped up its overseas expansion 
in the past year, especially in Eastern Europe, Russia, 
and Asia. However, it has not kept pace with the spend­
ing sprees of market leaders Anheuser Busch and 
Heineken and newcomers like Brahama of Brazil and 
South African Breweries that have crashed into the 
world rankings. 

The news that Inter brew was mulling a stock market 
flotation, probably in London or New York, that could 
value the business between $8-$10 billion, fueled spec­
ulation it wants to make its first big-ticket acquisition 
since John Labatt. 

Interbrew would be a hit with investors as it is re­
garded as one of the top-performing brewers with a 
strong brand image. Net income last year rose by 
nearly 43.7 percent to $190 million and operating profits 
were up 8 percent to $383 million on revenues 7.3 per­
cent higher at $2.84 billion. 

Interbrew's beers are also a hit with drinkers, partic­
ularly Stella Artois, a clear lager brewed to mark the 
Christmas of 1926, which is among Europe's premier 
brands. Its North American stable includes La batt Blue 
and Rolling Rock from the Latrobe brewery in Pennsyl­
vania. It also boasts popular brands in other markets 
around the world, such as Borsodi Sor in Hungary, OB 
Lager in South Korea, and Jingling in N anjing, China. 

It is, however, the lesser known specialty Belgian 
brews, such as Hoggaarden, a white beer; Leffe; and Belle 
Vue commanding premium prices that have enabled In­
terbrew to boost its profits much more than European ri­
vals like Heineken and Carlsberg, the Danish brewer. 

Interbrew is a big player-it boosted production by 
more than 11 percent to 38.6 million hectoliters and in­
creased its payroll by 21 percent to more than 16,700 in 
1998. But it must grow even bigger to keep up with the 
accelerating pace of consolidation in the international 
liquor industry. It came close to taking over Dutch 
brewer Grolsch in 1998 and is constantly casting 
around for opportunities. 



The company is also hastening the diversifica­
tion from its mature markets where beer consump­
tion peaked in the 1980s and continues to slide. In­
terbrew's domestic market has suffered one of the 
most dramatic contractions. Belgian consumption 
fell by more than a quarter between 1980 and 1998, 
dwarfing decreases of 16 percent in the United 
Kingdom, 12.9 percent in France, and 12.7 percent 
in Germany. 

Interbrew spent most of the last decade making 
strategic moves into emerging overseas markets. It 
acquired breweries in Hungary in 1991, Croatia 
and Romania in 1995, and Bulgaria in 1996. It em­
barked on a joint venture in the Dominican Repub­
lic in 1996 and added breweries in China and Mon­
tenegro in 1997 and 1998 and in Russia and Korea 
in 1999. 

Interbrew is maintaining the pace. Last Septem­
ber, it became one of the first foreign investors in 
Bosnia-Herzegovina acquiring 51 percent of Uni­
line Brewery. In May, it underlined its long-term 
commitment to Russia by taking a 75 percent stake 
in a new venture with the KLIN brewery in 
Moscow, hard on the heels of an agreement with 
SUN Brewing, another leading Russian beer 
company. 

Inter brew now has production plants in fourteen 
countries and exports to eighty nations, but it still 
generates more than 60 percent of its sales from 
just six: Belgium, the United Kingdom, France, the 
Netherlands, Canada, and the United States. 

That is not a problem, however. ''What we earn 
in these countries enables us to invest in expansion 
elsewhere," says a company spokesperson. 

Even as it lessens its dependence on Belgium, 
Interbrew is cashing in on the growing global pop­
ularity of Belgian beers-there are more than 800 
different types, from brown and white beers to 
wheat-brewed Iambics and mona-brewed Trappist 
beers. The growing thirst for these beers in the 
US-annual consumption in New York alone has 
doubled to 600,000 crates in two years-prompted 
Interbrew to launch a chain of Belgian Beer Cafes 
selling its own brews as well as other Belgian 
beers. 

This is not bad going for a company that 
began life more than one hundred years before 
Columbus discovered America. It can trace its 
roots to 1366 through a tax record for the Den 
Hoorn brewery in Leuven, a town near Brussels 
where it is headquartered. By the eighteenth cen­
tury, the company, renamed Artois, was the lead­
ing brewer of the Napoleonic Empire. The next 
significant date was 1926 when an exceptionally 
clear beer was brewed for Christmas-Stella 
Artois. 

The next significant date likely will be this year, 
when Interbrew could join Internet and high-tech 
startups lining up for an IPO.@ 

Bruce Barnard is a contributing editor to EUROPE. 

lnterbrew Brews in Bosnia 
elgian brewer 
Inter brew 
plans to tap 
into the heady 
beer market in 
Bosnia-Herze­

govina by purchasing 
a 51 percent stake in 
a local brewery. So 
far, foreign investors 
have been few and far 
between in the coun­
try, still rebuilding 
after three and a half 
years of war, but In­
terbrew' s purchase 
could send a signal 
that Bosnia's econ­

the border with Croa­
tia, Interbrew eventu­
ally will be able to 
produce up to 300,000 
hectoliters of the 
brew, and the com­
pany hopes "our pro­
duction can increase 
local consumption," 
Plingers said. 

Interbrew did not 
disclose what it paid 
for the stake in Uni­
line it acquired from 
the Bosnian firm 
Emona Z. The rest of 
the shares remain in 
the hands of local 

omy is slowly gaining investors. 
ground. Initially, sales will 

The company al- be focused on south-
ready sells beer in 
Bosnia produced at 
its plant in Zagreb, 
Croatia, but with the 

em Bosnia, where the 
plant is based. If sales 
are successful, "we'll 
see what we can do in 

acquisition of a major- six months to a year," 

The company also 
has subsidiaries and 
joint ventures in Bul­
garia, Romania, Croa­
tia, and Montene­
gro-the junior 
partner in the Yu­
goslav federation. 

The investment by 
Interbrew is seen as a 
step in the right di­
rection by organiza­
tions such as the 
World Bank, which is 
working to foster 
Bosnia's redevelop­
ment. Originally fo­
cusing on projects 
aimed at reconstruct­
ing the country, the 
World Bank now is 
trying to help the for­
mer communist coun­
try develop a market 
economy. 

But many in­
ity stake and 
management 
control of the 
Uniline Brew­
ery in the south­

~~~,~ lnterbrew -=- F"\~ 
western town of Best known in Europe for its trademark 

vestors have 
been deterred 
because of the 
country's con­
tinued political 
uncertainty. 
To combat 
that, the 
World Bank 

Grude, Inter- Stella Artois beer, the Belgian lnterbrew 

brew hopes to 
see its market 
share climb. 

also owns the North American breweries 

that produce Labatt and Rolling Rock. 

''There's an impor­
tant consumption 
market in Bosnia," 
said Christian 
Plingers, corporate 
affairs manager for 
the Leuven-based 
Interbrew. 

While about 1.5 
million hectoliters of 
beer are consumed in 
Bosnia, only 30,000 
hectoliters are pro­
duced there. The re­
mainder is imported. 

This fall, the brew­
ery will begin produc­
ing the local Ozujsko 
lager, as well as dis­
tributing the im­
ported Stella Artois. 
With the develop­
ment of the plant near 

to widen distribution, 
Plingers said. How­
ever, he conceded the 
country's bone-rat­
tling road system 
could hinder trans­
portation of the brew. 

With the purchase, 
Interbrew has under­
lined its desire "to 
participate in the re­
construction of a 
country that espe­
cially suffered in the 
last years." 

Bucking the trend, 
Interbrew hasn't 
shied away from in­
vesting in the 
Balkans, joining Volk­
swagen and Coca­
Cola as one of the few 
major foreign in­
vestors in Bosnia. 

established an Invest-
ment Guarantee Trust 
Fund, backed by fi­
nancing from the Eu­
ropean Union. The 
$10.5 million line of 
credit provides politi­
cal risk insurance to 
foreign investors con­
cerned about expro­
priation, war, or 
breach of contract. 

Chris Miller, 
spokesman for the 
World Bank's office 
in Sarajevo, said the 
institution sees the 
mood brightening in 
Bosnia. ''The people 
here feel cautiously 
optimistic. We think 
things are really mov­
ing forward." 

-Susan Ladika 

February 2000 31 



EU AFFAIRS 

By Alan Osborn 

I 

With its internal borders gone, the EU is strengthening its interior protections against crime 
t's been said that the tearing down of 
national borders within the European 
Union has created a single market 
for criminals by letting them move 
hassle-free from one country to an­
other yet has done nothing to 
strengthen the forces of law and 
order. Consider a case in 1998 when 

a truckload of counterfeit videos valued 
at $10 million was seized in Cambridge, 
England, the perpetrators were traced 
to the Netherlands, and the gang's fi­
nancial records were located in Luxem­
bourg. The evidence was cast-iron, but 
the case collapsed and no arrests were 
made because Luxembourg refused to 
hand over the relevant documents. 

Look at the flood of illegal immi­
grants, many of them criminals, pour­
ing into the EU at its weakest external 
border in southeast Italy and fanning 
out into the other fourteen countries. 
Or look at money-laundering, cross­
border financial crime, child custody 
disputes-there's an almost endless list 
of cases where unscrupulous people 
have been able to exploit the different 
legal and police systems in the EU 
member countries to their advantage. 

It may not be for much longer. Na­
tional control of so-called home affairs 
has been jealously guarded throughout 
the EU's history, but there are now clear 
signs that countries are prepared to cede 
a strong measure of authority to the EU 
in this area. One reason is the globaliza­
tion of crime; another is that the flaws 
and injustices of the present system are 
making a mockery of the EU's claim to 
be creating a citizen's Europe. 

Since the 1998 Cardiff summit, it has 
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European Commission President Romano Prodi (right) gathered with French Prime Minister 

Lionel Jospin (third left) and Dutch Prime Minister Wim Kok (second left) in Tampere, Finland 

last fall, where EU leaders discussed steps to coordinate their fig1tt against organized crime 

and illegal immigration. 

been official EU policy to create an area 
of "freedom, security, and justice" 
whose purpose is "to ensure the free 
movement of persons while at the same 
time guaranteeing their security by 
combating crime." Such an area 
"should promote cooperation in the 
field of justice and home affairs, not 
only within the EU but also in the coun­
tries applying to join it." Last October, 
in Tampere, Finland, a special EU sum­
mit meeting on security and justice 
matters gave powerful impetus to this 
worthy aspiration with a bold and de­
tailed declaration of intent. 

The Tampere statement calls for the 
creation of new supranational crime­
busting units; for a significant strength-

ening of cooperation between the na­
tional law enforcement agencies; and 
for the removal of the legal and bureau­
cratic obstacles that hold up investiga­
tion, pursuit, and prosecution within 
the European Union. The core of the 
plan is the mutual recognition of judi­
cial decisions throughout the EU­
which would also apply to pre-trial or­
ders-effectively allowing authorities 
to secure evidence and seize assets in 
other countries. The creation of a "Eu­
ropean Area of Justice" would allow liti­
gants to bring actions in the courts of 
any of the fifteen member states and 
would lead eventually to the abolition of 
extradition procedures within the 
Union. 



Italian officials register illegal immigrants caught trying to enter into Italy. 

At the same time, the paper pro­
poses a common European asylum sys­
tem to end the practice of "asylum­
shopping" and ensure that those 
granted asylum enjoy uniform status 
throughout the EU. There is to be an 
"approximation of national legislations" 
on the conditions for admission and 
residence of immigrants and the devel­
opment, in conjunction with countries 
of origin and transit, of an EU policy for 
migrant flows. 

Fingerprinting of all applicants 
will be introduced to prevent abuses 
and help in the war against illegal 
immigration. 

Where law enforcement is con­
cerned, there is to be a new pan-Euro-

pean anti-crime unit with supranational 
authority-Eurojust, a wider and 
tougher mandate for the intelligence 
agency Europol, and much closer coor­
dination among the national police 
forces. A European Police Chiefs Oper­
ational Task Force is to be set up to 
handle the exchange of information 
and contribute to planning operations, 
initially concentrating on three or four 
top crime threats, such as illegal immi­
gration, drug trafficking, and pedophile 
rings. The Tampere document de­
scribes money laundering as "at the 
very heart of organized crime" and pro­
poses a slew of measures to combat it, 
including extending Europol's author­
ity to cover money laundering in its 

own right rather than as an adjunct to 
other crimes. 

Although the Tampere plan is proba­
bly better seen as a statement of broad 
intentions rather than a detailed 
blueprint, there is enough substance in 
it to suggest that a major concerted ef­
fort by the fifteen EU countries to coop­
erate in the fight against crime is at last 
on the way. 

In a sense this is, as German Chan­
cellor Gerhard Schroder said in Fin­
land, potentially as important a develop­
ment as the creation of the single 
currency.@ 

Alan Osborn is EUROPE's Luxembourg 
correspondent. 
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European 
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for Home 

Affairs and 
Justice 

European Commissioner for justice and 
Home Affairs Antonio Vitorino recently 
spoke with EUROPE editor-in-chief 
Robert J Guttman in Washington, DC 
about Europol, Eurojust, immigration, 
drugs, and organized crime. Commis­
sioner Vitorino, a native of Portugal, 
also discusses the current Portuguese 
presidency of the EU and its major goal 
of promoting employment. 

Describe what exactly is the European 
Union's "area of freedom, security, and 
justice" that was established in December 
at the EU summit in Tampere, Finland. 
Also, does Tampere mean the beginning of 
the construction of a single legal and po­
lice system for the EU? 
This project of an area of freedom, se­
curity, and justice is the jewel of the 
crown of the Amsterdam Treaty. The 
major changes that the Amsterdam 
Treaty introduces in the European 
Union's life are concentrated in the 
questions of justice and home affairs. I 
would summarize those as having three 
main targets. First, guaranteeing free­
dom of movement of people as it has 
been established since 1957 in the 
treaty but has not yet been fully accom­
plished in the Union. The second target 
is to reinforce the fight against orga­
nized crime, which requires police co­
operation among member states. And 
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the third objective is to guarantee ac­
cess to justice to all our citizens, no 
matter where they live, no matter 
where they have a problem with justice. 
They want to be guaranteed their rights 
and freedoms. 

Tampere is the moment of truth of 
this project of Amsterdam. The heads 
of government endorsed a clear politi­
cal program with clear priorities for the 
next five years to make this area for se­
curity and justice a reality, as is pro­
vided for in the Amsterdam Treaty. 

Could you explain the 'scoreboard' system? 
The scoreboard is precisely the tool 
that the Commission will put before the 
Council for approval where we intend 
to clarify the tasks that have to be 
achieved in the next five years. What 
are the responsibilities of the Commis­
sion, of the Council, and of the member 
states to achieve those objectives? 

What is the schedule for those objec­
tives to be achieved? And what are the 
legislative instruments in all areas that 
can and should be adopted in order to 
create this area of freedom, security, 
and justice? We have been inspired by 
the internal market approach in the 
sense that the scoreboard will be used 
to identify priorities, to continuously 
monitor the project's progress, and to 
provide a system of peer pressure to en­
sure that all member states will achieve 
the same degree of freedom, security, 
and justice required by the Tampere 
conclusions. 

You have said on the issue of migration 
that, since the early 1980s, the EU has 
received about 6 million refugees. Where 
are these people coming from, and what 
is the EU policy on refugees in the new 
century? 
It is quite clear from the Tampere con-



elusions that the Union has reiterated 
the values that are the basis of the 
Geneva Convention of 1951. This 
means that we are faithful to our com­
mitment of generosity and protection 
for those who flee conflicts, of those 
who have their lives in danger because 
of political crises no matter where they 
occur. Even recently, we have two very 
significant examples of the need for 
such a generous approach, the crises 
in Bosnia and, more recently, in 
Kosovo. 

Building upon the Geneva Conven­
tion, a policy of protection of refugees, 
we have to improve our administrative 
structures to make sure that those who 
require asylum are real asylum seekers 
and not false asylum seekers. 

We will improve the Eurodac sys­
tem, which is an informatic database of 
fingerprints of asylum seekers, to en­
force the control of asylum-seeker de­
mands and to make sure that there are 
no duplications or abuses in demands 
for asylum. We intend to put forward 
minimum rules on procedures to ana­
lyze the demands of asylum seekers 
that will be uniformly implemented in 
all fifteen member states as well as a 
minimum criteria of analysis of the asy­
lum-seekers' demands. This is the core 
of the policy that has been adopted in 
Tampere. 

What is Europol? 
Europol is an institution of intergovern­
mental cooperation at the police level 
that has been created mainly to focus 
on fighting illegal drugs. It has been en­
larging its scope to address other inter­
national threats, like, for example, traf­
ficking in human beings and money 
laundering. Europol is not an opera­
tional institution. It is, above all, an or­
ganization to improve the coordination 
and exchange of information among na­
tional police forces. But, since Amster­
dam, there is a provision that allows Eu­
ropol to have a supporting role in some 
operational activities held by the police 
forces of two or more member states. 
So, in the future, Europol will also have 
an operational capability in the context 
of the Amsterdam Treaty. 

What is Eurojust? 
Eurojust will be a network of judges, 
prosecutors, magistrates, and national 
policemen that will facilitate the ex­
change of information and the coordi-

nation among judicial systems in crimi­
nal prosecutions and even in civil pro­
cesses. It will be, above all, an instru­
ment to reinforce the cooperation 
between the judges and the prosecu­
tors of each member state in order to 
guarantee the rights and freedom of 
the European citizens as a whole. We 
will try to make Eurojust an instrument 
to facilitate communication among the 
legal systems and among judicial sys­
tems focused mainly on the fight 
against transnational crime and to solve 
trans-border problems, such as a family 
litigation issue, for example, or small 
and uncontested business claims of a 
trans-border nature. 

Does Europe need a European police force 
or a European FBI? 
No. We are very far from the idea of 
having a European police force like the 
Federal Bureau of Investigation in the 
United States. Europol is a much more 
confined instrument in the sense that, 
above all, it is in charge of exchanging 
data and information about criminal ac­
tivities, but the operational power re­
mains the responsibility of each na­
tional police force. 

Last year, we interviewed Justice Minister 
Elisabeth Guigou of France, and she said 
one of the major problems facing Europe 
and the world is fighting organized crime. 
What is the EU doing to fight these 
groups? 
I subscribe to Elisabeth Guigou's opin­
ion entirely, and I would emphasize 
that all the powers that have been 
given to the Union in the area of police 
cooperation and judicial criminal coop­
eration are precisely centered on the 
idea that the nature of organized crime 
is transnational. And it requires 
transnational instruments to fight 
against organized crime. It is no longer 
possible for a single member state, a 
single police force, or one member 
state by itself to fight organized crime 
efficiently. Trafficking in human be­
ings, drug smuggling, weapons traf­
ficking, and terrorism are all examples 
of transnational criminal activities ema­
nating from transnational criminal net­
works that can only be fought on the 
basis of a reinforced and enlarged co­
operation among police forces at the 
transnational level. 

On the other side, you have new 
criminal threats coming from the use of 

information technology. And this pre­
sents a very difficult challenge for all 
member states. We have to guarantee 
that law enforcement is possible on the 
Internet and that it will not be used for 
criminal purposes. Of course, this re­
quires a global approach, which means 
that the Union will have to participate, 
as we are doing in the Council of Eu­
rope Convention of Cybercrime. But we 
will also have to reinforce the transat­
lantic dialogue to find answers to these 
new threats. 

Do drug cartels have the upper hand on 
governments today? 
It is quite clear that drug trafficking 
has been a transnational activity for 
more than thirty years. And it took 
thirty years for us to realize that we 
need transnational instruments to fight 
against transnational crime. It is quite 
necessary to reinforce those transna­
tional instruments that we have in the 
Union's framework-and even beyond 
the Union-to fight against organized 
crime. One of the characteristics of 
these criminal networks is that they 
are no longer specialized. Now, a crimi­
nal network that traffics drugs is likely 
to traffic in human beings and 
weapons, too. 

Does such diversity make them easier to 
catch? 
It makes it necessary to exchange in­
formation widely among law enforce­
ment authorities in the fight against 
criminality. 

Are there any new programs you're going 
to be doing with the United States? 
The European Union's intention is to 
maintain a high-level dialogue with the 
United States and Canada on those ele­
ments of law enforcement that can only 
be addressed at the international level. 
We have discussed the positions that 
should be put forward regarding the 
UN convention against organized crime 
that is going to be adopted during the 
year 2000, and it will be one of the major 
topics of this transatlantic dialogue. 

How can the EU have a standardized policy 
to fight drugs if you have a country like 
the Netherlands that has a more permis­
sive policy than other EU members have? 
We are not focusing on the legislation 
on conception. We are, above all, focus­
ing on approximation or convergence 
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of legislation, as it was defined in Tam­
pere, against drug trafficking. We think 
that the approach of the Union should 
be to have a balanced reduction of de­
mand for drugs and a reduction of avail­
ability of drugs in the next five years. 
Therefore, Tampere asked the Com­
mission to put forth some proposals on 
common definitions, common incrimi­
nations, and common sanctions on sev­
eral types of crimes, including drug 
trafficking. I'm optimistic that we will 
be able to achieve a common position 
among the member states on drug traf­
ficking that does not have direct conse­
quences on the national policies of con­
sumption that still remain in the hands 
of national governments. 

The EU is enlarging, and you have talked 
about "enlarging with security." Won't 
that be difficult for the former communist 
nations that have applied for EU member­
ship to have the same kind of rules and 
laws that the EU has now? 
Enlarging is a challenge for all of us, 
the current EU member states and for 
the candidate countries. Clearly, the 
Commission wants to enlarge with se­
curity in the sense that we are doing 
the utmost to guarantee that the candi­
date countries will meet the criteria 
necessary to reinforce security in this 
broader Union we are building over the 
next few years. Of course, there is still 
a way to go. We monitor the candidate 
countries every year, and we are adopt­
ing programs to support and imple­
ment the adaptation of law enforce­
ment structures in the candidate 
countries to maintain border control, 
for instance, as well as fight organized 
crime and guarantee the rule of law. 
This is going to continue to be one of 
the major topics of the accession 
negotiations. 

Do you think organized crime is as strong 
as people make it out to be? 
Well, one of the characteristics of crimi­
nal activities is that there are no statis­
tics that can be totally reliable. But I 
can say that the projection of organized 
crime in the world's economy is such 
that I have no doubt that we should 
make the fight against it a priority for 
all member states. Some people say 
that fighting organized crime is not 
only an obligation, vis-a-vis the guaran­
tee of the rule of law, but it is also a ne­
cessity to assure the survival of our 
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democratic institutions worldwide. It is, 
without a doubt, a major problem. 

What are the top three issues facing Eu­
rope in the next century? 
Above all, we face the challenge of the 
new information society. On one side, it 
has huge consequences in politics, in 
economics, and in the organization of 
the society. On the other side, we have 
to guarantee the renewal of our welfare 
state to improve the competitiveness of 
European enterprises in the respect of 
the solidarity that is a characteristic of 
European culture. Thirdly, we must re­
main faithful to the values of the rule of 
law, the respect of human rights, and 
the guarantee of security and justice for 
all in Europe. These are our three big 
challenges for the next century. 

You talk about the charter of fundamental 
rights. How's this going to help combat 
racism and xenophobia and help safe­
guard Europe's cultural heritage and di· 
versity? 
The charter will play a major role. It is 
extremely important to show to the UN 
that this union of law is based on the 
primacy of the rights of the European 
citizens. I hope that the charter will be 
a demonstration of the respect and of 
the importance of human rights for the 
Union. We have just approved two di­
rectives and one action plan to fight 
against racism and xenophobia. I sin­
cerely think that we have to prove our 
engagement in fighting racism and 
xenophobia, which are the threats to 
what we have built in Europe, a society 
based on cultural, ethnic, and religious 
diversity. 

Portugal took over the presidency of the 
EU in January. What would you like to see 
Portugal focus on during its six-month 
presidency? 
The Portuguese government has al­
ready emphasized the priorities for its 
presidency. Above all, the special Euro­
pean summit to be held in March in Lis­
bon will be dedicated to employment, 
entrepreneurial innovation, and infor­
mation society issues, which, no doubt, 
will be very important in the life of the 
Union in the next decades. 

Any other things you think they will focus 
on? 
The Portuguese presidency has a great 
responsibility because they are launch-

ing the intergovernmental conference, 
which will make the necessary institu­
tional reforms to make enlargement 
possible. I hope it will be confirmed 
that we will start negotiating with not 
only the first six candidate countries, 
but also the other six candidate coun­
tries at the same time. So, it's up to 
Portugal to prepare the negotiations 
with the second group of six candidate 
countries. 

Will enlargement hurt Portugal? 
No. Portugal is a country, if I may say 
so, that can understand easily why can­
didate countries give high priority to in­
tegration for political reasons. Because, 
we ourselves, in the past asked for the 
accession to the European Community 
in order to consolidate our young 
democracy at that time. So it is quite 
understandable why candidate coun­
tries are asking for accession. 

As a new commissioner, are things set­
tling down in Brussels? Is it working like 
you thought it would be? 
I was not totally innocent before be­
cause I had been a member of the Euro­
pean Parliament. So, I had some inside 
view of the Union's life in Brussels. But, 
of course, the Commission is going 
through a very broad reform now, a pro­
found, deep reform in its internal orga­
nization, and that means life in the Com­
mission in the future will be 
significantly different than it was before. 

How would you define the European 
Union? 
It is a project of reinforcing political, 
economic, and social integration in the 
European continent in order to assume 
our own responsibilities for stability in 
the world. We want to share, especially 
with the United States, that responsibil­
ity of stable and peaceful world 
leadership. 

How is the euro faring after one year? 
The relative decline of the euro is not 
worrying in the sense that it does not 
show any vulnerability of the European 
currency. It shows, when compared 
with the dollar, the excellent state of 
the American economy. But the 
prospects of the evolution of the Euro­
pean economy are also good for the 
next few years, and I hope that this pro­
cess will also result in the strengthen­
ing of the euro. @ 



HEALTH CARE 
IN THE EUROPEAN UNION 

ince health care remains a favorite subject for debate in the 
United States, especially in this presidential election year, 
we asked our Capitals correspondents to report on the 

health care issues being discussed in their respective countries. 
From rising costs in Sweden to new rules for Italian doctors to 
a sex education Web site in Vienna to health food research in 
Finland, the face of European health care is changing. 

LI SBON 

PORTUGUESE HEALTH CARE A 
CONFUSED MIXTURE OF PUBLIC 
AND PRIVATE 

ortugal shares the health care prob­
lems facing other EU member 

states-an aging population and how to 
pay for costly technological advances. 
However, because the Portuguese 
health care system has evolved from a 
complicated mix of public and private 
provisions, reform here looks trickier 
than in most countries. Furthermore, 
Portugal is aging more rapidly than av­
erage, threatening to push up spending 
by 3 percent of GDP by 2030, according 
to the OECD. 

A confused mixture of public and pri­
vate provision comprises the country's 
health care system, the latter being a di­
rect response to the former's inadequa­
cies. In theory, the National Health Ser­
vice has provided universal free health 
care since 1979. In practice, while public 
health outlays, at 5 percent of GDP, lag 
the OECD average, private spending, at 
3.3 percent, is twice the OECD average. 
(Only the US has a higher figure.) The 
burgeoning private sector is a direct re­
sponse to the shortcomings of the state 
service, which is plagued by construe-

tion delays, payment arrears, and doc­
tors' strikes. 

Total health spending per head 
surged in the 1970s and 1980s after 

decades of neglect, and infant mortality 
and life expectancy improved greatly. 
Yet, while spending is now half a per­
centage point above the EU average, 
health indicators are below, prompting 
doubts the money is being well spent. 

Most health services and products 
here cost less than in the rest of the EU, 
thanks to price controls on pharmaceuti­
cals and low labor costs for non-medical 
staff. However, prices jumped 60 percent 
in the five years to 1996 (twice as much as 
prices in general) stoked by strong pri­
vate-sector demand. Private general prac­
titioners, specialists, and dentists charge 
30 percent more than the EU average. 

Services are also uneven, with infant 
mortality 2.6 points per thousand higher 
in the rural Alentejo than in Greater Lis­
bon. The capital has 4.6 hospital beds 
per thousand, the Algarve 1.9. 
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''While regional disparities in health 
outcomes have declined, they are still 
significant," the OECD said in a 1998 re­
port. "Portugal's health sector stands out 
by its low relative efficiency." 

If the policy of offering universal free 
health care is kept, costs will surge as 
expectations rise with economic develop­
ment. That makes reform more urgent if 
tax increases or cuts elsewhere are to be 
avoided. The Socialist government, 
which was re-elected in October, has 
pledged to make health the keystone of 
its program in this parliament. 

One area where reform is overdue is 
pharmaceuticals. Portugal is the EU's 
second-poorest member, and state-con­
trolled drug prices are among the lowest. 
However, spending on drugs as a share 
of GDP, at 2.1 percent, is the highest. 
Doctors write more prescriptions than 
elsewhere, mostly from the long list of 
drugs the cost of which is partly reim­
bursed by the government, which spends 
17 percent of its health budget on drugs. 

Spending on hospitals is also fast ex­
panding in a bid to keep up with techno­
logical advances. At present, the state re­
lies heavily on the services of private 
hospitals, for which it pays dearly. 

Sub-systems for professional cate­
gories, such as bank employees, cover a 
quarter of the population, and the private 
sector (funded by insurance plans) cov­
ers a further 17 percent. Since health­
related expenditure-including insur­
ance premiums-is tax deductible, the 
state effectively fosters the growth of the 
private sector. 

Meanwhile, half of public sector doc­
tors also work privately, tempting them 
to neglect their state work. Bonuses of 
up to 60 percent may be available for 
them to work only for the state, but there 
are richer pickings elsewhere. 

Government reforms so far include a 
split between purchasers and providers 
and moves to concentrate primary care 
in health centers to reduce overcrowding 
in hospital emergency wards. Several 
hospitals have also been turned into pub­
lic enterprises, operating under private 
law, increasing management incentives. 

These measures have not yet helped 
contain public spending. Instead, the em­
phasis on private provision seems to 
prompt some patients to consult more 
than one doctor. Neither have they tidied 
up the messy interface between public 
and private or tackled the powerful lob­
bies in the state service. 

-Alison Roberls 
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THE HAGUE 

POLITICIANS SEEK 
CURE FOR DUTCH SYSTEM 

Shocking pictures on television, indig­
nation from patients and their rela­

tives, public pressure from parliamentari­
ans, the reluctant recognition by the 
government that, well, yes, there are 
considerable waiting lists in the Dutch 
public health care system, and the pre­
dictable promise that everything will be 
done to get rid of them. This pattern re­
peats itself nearly every month in the 
Netherlands. Though nobody knows ex­
actly what the real numbers are, waiting 
lists in the health care system have be­
come a major political issue and, for the 
health institutions, a way to get more 
public money. 

In general, the Dutch have a high 
quality health care system. A network of 
local general practitioners, a broad array 
of medical and paramedical services, and 
a general health insurance system guar­
antee access for all citizens to medical 
treatment. Private contributions, taxes, 
and insurance premiums fund the sys­
tem. Large segments of the health care 
industry-including doctors, clinics, and 
pharmacists-are private or non-profit 
businesses. 

At the same time, the government 
tightly controls the whole system. The 
government determines total spending, 
sets prices and the level of individual 
contributions. It regulates the pharma­
ceuticals market, sets limits for hospital 
budgets, regulates what treatments are 
covered by health insurance, is responsi­
ble for overall access to services, and in 
short, interferes in all aspects of the 
health sector. All this is the outcome of 
nearly a century of public health policies, 
largely shaped by the Christian Demo­
cratic party. It is a typical mix of Chris­
tian-socialist ideology of solidarity and of 
public and private quasi-government or­
ganizations. The chairman of the Dutch 
employers association recently com­
plained that the Dutch public health sys­
tem shows a remarkable likeness to the 
old communist central planning. 

Overall, $35 billion, or about 10 per­
cent of the Dutch gross domestic prod­
uct, is annually spent on health care. Po­
litical outcries about lack of funds 
disguise that the health budget increases 
every year in real terms with a percent­
age determined by the government. Yet, 

it seems there is never sufficient money 
available to cover all needs. The waiting 
lists, both in hospitals for medical treat­
ments, for home care, and for admis­
sions to nursing homes for the elderly 
have forced the minister of health care, 
Els Borst, and her deputy Margot 
Vliegenthart, to provide even more 
money to alleviate these bottlenecks. 

Another urgent problem remains the 
lack of personnel, particularly qualified 
nurses. The government is conducting 
campaigns to attract them from neigh­
boring countries. Sometimes operations 
are canceled at the last minute due to 
shortages of personnel needed to run the 
operating room. 

There are more unresolved ques­
tions. For decades, the Netherlands has 
engaged in discussions about reforming 
the health care system. Though all re­
form proposals thus far have failed, 
health care advocates and politicians 
continue to push for a comprehensive re­
form. The two major issues are the way 
the health care system is financed and 
the distinction between public and pri­
vate health care services. 

Currently, Dutch health care is fi­
nanced in three ways: by individual con­
tributions based on personal income to 
public health funds; by private contribu­
tions to health insurance companies, and 
by taxes that are used to finance special­
ized parts of the health care system, 
such as psychiatric clinics and nursery 
homes. In addition to being complicated, 
this system is inefficient. 

The other question is whether the 
government should prescribe a limited 
general health care system that is cov­
ered by one form of contribution and 
leave it to private companies to offer 
niche-like health services. Companies, 
for example, press the government to 
allow for the creation of private clinics 
that are specialized in a limited number 
of treatments and offer quick services. 
Until now, the government, with the sup­
port of parliament, has resisted allowing 
the creation of such a dichotomy in the 
health care system, but it seems only a 
matter of time until private clinics will be 
permitted on a broad scale. 

The government has taken some 
drastic steps in the past few years to try 
to curb the costs of medical specialists in 
the hospitals (by limiting the number of 
treatments that are reimbursed) and of 
medicines (by setting ceilings for the 
prices of prescription drugs). Yet, no­
body is satisfied with the results. 



The problem remains that, although 
obvious deficiencies persist, the current 
system delivers reasonably well. Further­
more, vested interests abound, and no 
sense of urgency pervades for a com­
plete overhaul of the health care system. 
Thus, the Netherlands' health care re­
forms will continue to be a way of mud­
dling through. 

-Roe! Janssen 

LONDON 

NHS: A SUITABLE 
CASE FOR TREATMENT? 

The UK's National Health Service 
(NHS) is Europe's biggest organiza­

tion. It has a work force of more than a 
million people who provide care and 
treatment for a population of 57 million. 
The NHS spends more than $65 billion a 
year-the largest item of government ex­
penditure after social security. 

Once it was the country's pride and 
joy; sadly, today, it is ailing and in seri­
ous need of remedial treatment. The 
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their services free to their poorest pa­
tients. The need for free health care was 
widely recognized, but it was impossible 
to achieve without the support or re­
sources of the state. 

The concept of a national health ser­
vice did not emerge from nowhere. With 
the voluntary hospitals permanently on 
the verge of financial collapse and the 
municipal hospitals almost universally 
loathed, there was no shortage of pres­
sure for change. The first call for such a 
service came in a submission to the 
Royal Commission on the Poor Law in 
1909. Over the following thirty years, the 
case for reform was taken up and devel­
oped in a succession of reports, culmi­
nating in the groundbreaking Beveridge 
report of 1942. 

Sir William Beveridge had been ap­
pointed by the government to look into 
the existing national insurance schemes. 
He made no detailed recommendations 
about how a national health service 
should be run, but he identified health 
care as one of the three basic prerequi­
sites for a viable social security system. 

Thus, he laid the foundations for the 
government has promised to NHS as we know it today. 
provide that in the form of The Beveridge report was 
financial injections. followed by government 

Unlike the US where proposals for a health ser-
three-quarters of the vice based on the philos-
population is covered ophy that: "Everybody, 
by private medical in- irrespective of means, 
surance, in the UK age, sex, or occupation, 
only a little more shall have equal oppor-
than 12 percent of tunity to benefit from 
the population has the best and most up-to-
private insurance. date medical and allied 
Seven million people services available." The 
are covered, two-thirds proposals added that the 
in company-paid plans. services should be "com-

Modest though that prehensive and free of charge 
number seems, the develop- and should promote good health 
ment and growth of private in- Sir William Beveridge as well as treating sickness 
surance is mainly the result of (1879-19&3) wrote the and disease." 
the policy of shrinking NHS report that provided The National Health Ser-
budgets in order to cut public the blueprint for the vice, a comprehensive health 
spending pursued during eigh- UK's National Health service funded through gen-
teen years of Conservative gov- Service. eral taxation rather than N a-
ernment. Recognizing that the 
NHS is a sad shadow of its former self, 
the new government pledged to modern­
ize the service, and above all to shorten 
the scandalously long waiting lists. 

Before the creation of the National 
Health Service fifty-one years ago, the 
poor often went without medical treat­
ment, relying instead on dubious-and 
sometimes dangerous-home remedies 
or on the charity of doctors who gave 

tional Insurance contributions, 
came into being in July 1948 with the na­
tionalization of all the voluntary and mu­
nicipal hospitals and the creation of four­
teen regional hospital boards to control 
them. 

All United Kingdom residents are en­
titled to comprehensive health services 
generally free at the point of use. Every 
person has to be registered with a gen­
eral practitioner, who decides on all rou-

tine non-emergency health care needs of 
his patie!)tS. Though patient charges ac­
count for a small proportion of the ex­
penditure, the fee for medicines has 
risen steadily so that today it is almost 
$10 per item. Children, the elderly, and 
people on social security are exempt. 

As one of its first actions on election 
in 1997, the new Labor government pub­
lished a program "to build a modern and 
dependable health service fit for the 
twenty-first century-a National Health 
Service which offers people high quality 
treatment and care when and where they 
need it." 

Above all the new government 
promised to try to end the scandal of 
long waiting lists to see a specialist and 
for a hospital visit, which sometimes 
meant that the patient's condition had 
worsened severely before treatment 
could be obtained. The first priority was 
suspected breast cancer; patients now 
can see a specialist within two weeks. 
This guarantee will be extended to all 
other cases of suspected cancer by 2000. 

However, with its pledge not to in­
crease public expenditure, the govern­
ment is limited in how much help it can 
provide. It is doubtful if the NHS will 
ever be restored to robust full health, so 
the likelihood is that the private medical 
insurance sector will grow, especially if 
more competition from suppliers leads to 
a reduction in the high premiums. 

-David Lennon 

STOCKHOLM 

SWEDES FACE 
RISING HEALTH COSTS 

T he Swedish health care system is 
like New England weather: if you 

don't like it, wait a while and it will 
change. Sweden has a national health 
care system. As the country's population 
ages and health care costs mount, the 
government is continuously trying to 
find ways to save money. Cuts often 
come at the expense of both the financial 
and physical health of the population. 

Medical costs have steadily been 
transferred to consumers over the past 
eight years. From a maximum $14 per 
two prescriptions, with an annual ceiling 
of about $100, the cost has gone to an an­
nual $226 deductible. 

Hardest hit are the elderly, as well as 
younger working people who don't have 
children. All the children in a family are 
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counted as one entity, and since children 
tend to have more illnesses that need 
prescription medication, a family with 
children can quickly reach the maximum 
deductible. 

Doctors' visits carry a $107 annual de­
ductible, making them still heavily subsi­
dized. A patient pays less than a quarter 
of the actual cost to visit a general practi­
tioner or gynecologist. 

For other specialists, about 50 per­
cent of the cost is subsidized. Children's 
health care is free. While patients also 
don't pay for tests if they are sick or if a 
doctor suspects an illness, there is no 
emphasis on preventative care. An an­
nual physical is a $142 out-of-pocket ex­
pense. While that may sound inexpen­
sive by US standards, a Swedish physical 
isn't nearly as extensive as one in the 
United States. Nor do Swedish doctors 
routinely take a medical history, weigh 
patients, or take blood pressure. 

The system is also based on all doc­
tors being interchangeable. Swedes 
don't understand the concept of a family 
or personal physician because, until re­
cently, they simply went to the local 
clinic and saw whichever doctor was first 
available. 

Since, under the state system, doctors 
work regular shifts, they also have the at­
titude that one doctor is the same as an­
other. Instead of taking personal respon­
sibility for patients, patients are routinely 
told that everything is in their medical 
record, so any doctor can carry out treat­
ment. But medical records are, in fact, 
often incomplete. 

When a Conservative coalition took 
over the government in 1991, the market 
for private doctors was greatly expanded. 
However, since private doctors are also 
generally subsidized by the state, the 
move didn't help state finances. On the 
contrary, since more people began going 
directly to the more expensive special­
ists, state costs actually increased. 

While some of the private doctors 
place more emphasis on getting to know 
patients and make the effort to provide 
extra service, many feel that they should 
be able to earn more while working 
under the same shift rules as they did 
when employed by the state. 

Dental care has been a particularly 
sore point in the Swedish health care 
system. Subsidies are nowhere near the 
levels for health care and constantly are 
being decreased. Studies of the conse­
quences suggest that elderly people who 
live on pensions increasingly shun rou-
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tine dental care as too expensive. After a 
storm of criticism over one dental care 
reform, the government reworked the 
plan and is considering whether to re­
work it again. 

For consumers, the constant changes 
to the rules are confusing. In addition, 
with health care costs increasing all the 
time, they're likely to become even more 
confusing every year. 

-Ariane Sains 

PARIS 

SUGARCOATING THE 
MORNING AFTER 

A s of January, teenage girls in France 
can go to the school nurse and ask 

her for a pill that does a lot more than 
cure the odd headache. French Deputy 
Education Minister Segolene Royal has 
authorized state secondary schools to 
distribute the "morning-after" pill, which 
prevents pregnancy when taken within 
seventy-two hours of unprotected sex. 
The minister has emphasized that it 
should only be handed out "in cases of 
distress and extreme urgency" but 
added that schools have "kept silent on 
matters of sexuality and contraception 
too long," leaving families the sole re­
sponsibility of dealing with these issues. 

The pill has been available in French 
drugstores since last]une, as an over­
the-counter medicine accessible to any­
one willing to pay 58 francs Gust less 
than $10). However, the decision to 
stock it in school medicine chests is part 
of a new, nationwide campaign to combat 
teenage pregnancies. Every year, more 
than 10,000 girls younger than eighteen 
become pregnant and more than 6,000 
have abortions (legal in France since 
1975). The government is hoping to re­
duce those statistics by giving teenagers 
who do not want to go to their parents an 
alternative, more anonymous way of get­
ting help. 

The decision has triggered heated re­
actions both for and against it. Doctors 
in France and the French Movement for 
Family Planning overwhelmingly favor 
the measure as an effective method of re­
ducing the number of teenage abortions. 
The Federation of Parents of Pupils in 
Public Schools, on the other hand, looks 
on it as bad medicine, which condones 
and even encourages unprotected sex. 
Certain anti-abortion groups, such as 
Droit de naitre (Right to Be Born), are 

going one step further and condemning 
the pill as an abortion procedure, argu­
ing that it blocks the development of a vi­
able embryo in the uterus. Not so, coun­
ters the French Association for the 
Development of Emergency Contracep­
tive Measures, the morning-after pill de­
lays or prevents ovulation, but it will not 
interrupt an already established preg­
nancy and, therefore, should not be com­
pared or confused with the French abor­
tion pill, RU-486. 

It should not be viewed as an end in 
itself, either, stresses the French govern­
ment. Once a school nurse has handed 
out the morning-after pill, she should put 
her young patient in touch with a family 
planning center, where she can learn 
about "responsible contraception." To 
drive that message home, 12 million 
pocket guides are being distributed in 
French high schools and universities, a 
series of three ads advocating birth con­
trol are running on French television and 
press conferences and debates are being 
organized. 

France is alone in allowing teenagers 
such liberal access to what amounts to 
"corrective" contraception. In the UK, for 
example, the government plans to make 
the morning-after pill, currently a pre­
scription drug, available over the 
counter, but Prime Minister Tony Blair 
has said that he does not want drug­
stores to sell it to girls younger than six­
teen. In the United States, teens need a 
prescription and in some states must 
have their parents' permission before 
being supplied with emergency contra­
ceptives. The mere suggestion that they 
should be handed out in school is one 
that most Americans would find hard to 
swallow. 

In the midst of the moral debate that 
France's decision has unleashed, a prac­
tical problem has also been raised. What 
will happen during mid-term breaks and 
summer holidays when schools are 
closed? No matter how liberated the so­
ciety, sometimes the morning after still 
has to be considered the night before. 

-Ester Laushway 

BRUSSELS 

TOO MANY CONSUMER 
CHOICES DEEMED WASTEFUL 

The health system in Belgium is char­
acterized, above all, by pluralism­

with a large number of players providing 



and financing health care. The conse­
quence is a maximum range of choice 
for the consumer but a considerable 
over-provision of services and a wasteful 
use of resources. 

The state-represented by both the 
national and regional governments-is 
heavily involved as a provider of finance 
and as a regulator but hardly at all as a 
provider or manager of services. These 
are farmed out to voluntary, community, 
or commercial bodies, notably the trade 
unions, universities, religious bodies, 
and insurance societies. 

Health insurance has been compul­
sory since World War II and is adminis­
tered by welfare societies (known as mu­
tuality funds). The two largest societies 
are run respectively by the Socialist and 
Catholic trade union federations. Certain 
categories-widows and widowers, or­
phans, the handicapped, and retired per­
sons with low incomes-are exempt and 
their health care is provided free at the 
expense of public funds. 

Members of the welfare societies and 
their dependants receive free hospitaliza­
tion but must pay for doctors' fees and 
medical prescriptions, for which they are 
subsequently partially reimbursed. Un­
like in the United Kingdom's National 
Health Service, where it is necessary to 
register with a single doctor, Belgian pa­
tients may choose their treatment 
providers, freely arranging appoint­
ments, not only with general practition­
ers, but also with specialists of their 
choice. 

The plurality of the Belgian system 
has meant that there are more doctors 
and more hospital beds available per per­
son than in any other European country. 
There is, in fact, a four-pillar system of 
medical education, with French and 
Dutch-language medical schools, each 
provided by both Roman Catholic and 
secular universities. Any qualified high 
school graduate can gain admission to a 
medical school, so large numbers of doc­
tors are trained irrespective of the na­
tional need. The result is that, in contrast 
to the bloated waiting lists for hospital 
admissions and specialist treatment that 
have caused such problems in the UK, 
treatment is virtually available on 
demand. 

How long can this lavish provision 
continue? Perhaps not for much longer. 
Belgium is now more heavily taxed than 
any of its neighbors; the finances of 
some of the welfare societies are dis­
tinctly rocky, and the ever rising costs of 
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medical technology are taking their toll. 
Belated moves are now afoot to intro­
duce a numerus clausus to restrict the 
number of medical students, though 
these are being strongly resisted. The 
likelihood is that there will be some trim­
ming around the edges of the Belgian 
health system, but that its basic features 
will remain largely unchanged. 

-Dick Leonard 

VIENNA 

NOT YOUR MOTHER'S 
SEX EDUCATION 

"F irst Love" certainly won't remind 
you of your boring high school sex 

education class. With a hip Web page 
(www.firstlove.at), and a team of doc­
tors, nurses, and psychologists, the Vi­
enna outpatient clinic is designed to pro­
vide medical treatment and advice for 
teenage girls and has become the proto­
type for similar programs around the 
nation. 

Operating just two afternoons a week 
for two hours at a time, the First Love 
clinic at the Rudolfstiftung Hospital has 
provided treatment for more than 5,500 
girls since it was set up seven years ago. 

Designed for teenage girls between 
the ages of thirteen and nineteen, the 
clinic provides free gynecological exami­
nations, along with birth control advice, 
suggestions for practicing safe sex, and 
counseling on topics such as how to 
cope with parents and peers. 

The clinics other big draws include 
the fact that girls don't need an appoint-

ment or health insurance forms and 
don't even need to give their names. If 
they're stressed about going to the doc­
tor alone, they can bring a friend, sister, 
or mother along for moral support. 

For those who are hesitant about 
coming to the clinic and want to pick up 
some basic information before setting 
foot in the door or those who just have 
general questions, First Love established 
a Web site, which, since it went live in 
1997, already has recorded 180,000 hits. 

One section of the Web site offers 
basic lessons in anatomy; another has 
descriptions and information about vari­
ous forms of birth control; while a third 
tells girls what to expect during a gyne­
cological exam. Another section contains 
a list of commonly asked questions and 
answers, like what should a girl do if she 
forgets to take her birth control pills or 
how can someone protect themselves 
from AIDS. 

To reduce anxiety for anyone drop­
ping by the clinic, there are also photos 
of the doctors and nurses on staff. Pro­
viding advice and medical expertise to 
teens is of particular concern, given the 
results of a recent study conducted by 
doctors connected with the First Love 
clinic. A survey of more than 1,000 girls 
between the ages of thirteen and nine­
teen found that 16 percent of girls thir­
teen and younger were sexually active. 

By age nineteen, that figure had 
climbed to 86 percent. Outpatient clinics 
patterned after First Love have now 
sprung up throughout the other Austrian 
provinces, and medical authorities in 
Berlin are studying the program. 

-Susan Ladika 

. . . . . . . . . . . . . . 
First Love 

First Lo>v: 1st rinc £inril'lt1UIIl dcr 
interr. Ge•rlluhn./lflir Fmnl/.ia1plmuwr 

The First Love clinic's web site represents a new approach to educating Austria's young women 

about health care. 
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LUXEMBOURG 

NO-FRILLS APPROACH KEEPS 
COSTS IN CHECK 

L ara Collins, an Englishwoman, was a 
bit surprised when she was asked to 

climb onto the operating table to have 
her appendix removed at a Luxembourg 
hospital. "It was as if I'd asked to have 
my toenails cut," she recalls. 

This no-frills, workmanlike approach 
to hospital care is a characteristic of the 
Luxembourg health service. It is not to 
be confused with penny-pinching. Lara 
paid the equivalent of about $10 a day for 
her hospital stay, and she had a room to 
herself all the time she was there. For 
the operation itself, she paid 20 percent 
of the hospital and surgeon's fees. 

No, Luxembourg does not have ana­
tional health service as it is 
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pay the premiums can claim assistance 
from social security. 

The government funds the construc­
tion and equipping of hospitals from cen­
tral revenues, but each hospital main­
tains an independent budget. There are 
very few salaried staff doctors, consul­
tants, or specialists-almost all work as 
private operators under contract to hos­
pitals, and their fees are agreed between 
the Caisse, the hospital management, 
and the trade unions. 

The system has a surprisingly demo­
cratic effect-the standard of treatment 
is the same for all regardless of how 
much they may have contributed. Very 
few wealthy people think it worth the ef­
fort to pay privately for treatment, 
though it is not uncommon for them to 
pay more for hospital accommodation, 
even though most patients in the public 
hospitals will expect a room to them-

selves or to share with one 
other person at most. 

In general, the 
caisses will provide 

known in some other 
countries, where 
every medical need 
is paid for out of 
central govern-
ment funds. 
Lara's fees 
were met by 
the caisse-or 
sickness in-

course, complaints 
arise from time to time, 
but in general, Luxem-

up to 80 percent of 
all hospital and 
medical care 
that a doctor 
judges neces­
sary. This cov­
erage includes 
all equipment 
and all prescrip-

surance 
fund-to which 
her father was a 
paying sub­
scriber. Neither 
does Luxembourg 
have a 'private' health 

bourgers will tell you 
that their health care 

system combines 
the best of both 

approaches. 

tions for drugs, 
apart from 

"lifestyle drugs" 
like Viagra, Rogaine, 

and anti-smoking treat­
ments. Vitamins are also ex­

cluded. 
care system, as Americans 
might understand the term. Of 
course, complaints arise from time to 
time, but in general, Luxembourgers 
will tell you that their system combines 
the best of both approaches. 

It works by combining government 
overall control with funds supplied by 
quasi-private insurance funds that in turn 
draw their revenues from premium in­
come. (Every working person in Luxem­
bourg is obliged to contribute to one of 
the nine profession-related caisses.) 
These payments are fixed at a percent­
age of income-just raised this year to 
about 4.7 percent-but there is a top 
limit so that nobody who earns more 
than two and a half times the national 
minimum wage will pay contributions re­
lated to income above that level. The pre­
miums are tax-deductible. Unemployed 
people or others who may not be able to 
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The Luxembourg health service 
works well because of its simplicity and 
its ability to dispense with the layers of 
middle management that push up costs 
in other, larger, countries. If you have a 
special health problem-a heart condi­
tion perhaps-you need do little more 
than make an appointment with one of 
the numerous specialists listed in the 
telephone directory and know that if 
costly treatment is indicated it will be al­
most wholly met by the caisse. There is 
no restriction on who you might con­
sult-the right to change doctors is a 
basic principle-and long waits for oper­
ations or other treatment are almost un­
heard of. 

Health care is not often a subject for 
public dissatisfaction in Luxembourg. 
The people are relatively wealthy and no 

more prone to disease or sickness than 
those of any other advanced Western 
country. The informality, simplicity, and 
comprehensive sweep of the Luxem­
bourg health service are widely admired 
by visitors and temporary residents. 

At the political level, however, offi­
cials frequently debate the issue of hos­
pital closures. Possibly, there are too 
many. The town of Esch, for instance, 
has two major, fully equipped hospitals 
to serve a population of just 25,000 peo­
ple. Even the city of Luxembourg boasts 
about eight or nine big hospitals for less 
than 200,000 inhabitants, which is good 
for patients but less so for hospital man­
agements that have to keep to a budget. 

-Alan Osborn 

ATHENS 

GREECE TO TARGET 
WASTE IN HEALTH CARE 

A gleaming new $200 million hospital 
started operating last fall in the cen­

tral Greek city of Larissa. Its opening 
had been delayed for more than two 
years by a turf battle at the health min­
istry. It was not until the European elec­
tions last June, when a candidate from 
the small Liberal party drew attention to 
its empty beds and unused equipment, 
that the governing Socialists took action. 

Yannos Papantoniou, the economy 
minister, says that curbing inefficiency 
and waste in Greece's public health sys­
tem will become a government priority 
as soon as Greece qualifies for member­
ship of the euro. An initial effort to im­
prove services by appointing profes­
sional managers to run bigger hospitals 
brought few results. The finance min­
istry still covers budget overruns at state 
hospitals. 

'We need a more responsive and ef­
fective system," Papantoniou says. 'The 
services offered aren't up to what people 
expect. It's not a question of infrastruc­
ture but of management. We have to be 
able to offer high quality services." 

Government spending on health, 
equivalent to 4.9 percent of gross domes­
tic product, is among the lowest in the 
European Union. Greeks, however, 
spend heavily on private medical ser­
vices-almost 3.5 percent of gross do­
mestic product. The government's share 
of spending has risen only marginally 
over the past five years as budget outlays 
were held down in the effort to qualify 



for the euro. It is set to rise as the tight 
fiscal measures of recent years have re­
sulted in a budget surplus. 

Opinion polls show that taxpayers' 
dissatisfaction runs high over the poor 
quality of services offered by the state in 
education and health, especially in the 
regions. For example, most of Greece's 
200 inhabited islands have only limited 
hospital facilities. Nevertheless, it was 
not until last year that Greece set up an 
airlift service for bigger hospitals medi­
cal emergencies. Co-financed by the EU, 
the service has limited resources with 
six helicopters and four small aircraft. It 
will continue to rely on backup from 
Olympic Airways, the state carrier, and 
the Greek armed forces. 

Greece has fewer hospital beds than 
other EU countries, with 28,000 beds in 
the public health system and another 
15,000 beds in private hospitals. A 
chronic shortage of skilled nursing staff 
persists although well-qualified immi­
grants from Eastern European countries 
are helping to fill the gap. There is, how­
ever, no shortage of doctors. Greece has 
five doctors for every resident, a ratio 
that falls behind only Spain and Italy. 
Many have trained in northern Europe 
and the US and have returned to highly 
paid positions in private practice at pri­
vate clinics and diagnostics centers. 

Critics of Greece's health care system 
claim it is managed to serve the interests 
of doctors rather than patients. The gov­
ernment has tried to crack down on the 
system offakellakia-informal "grati­
tude" payments from patients-by prose­
cuting prominent doctors who are ac­
cused of irregularities, but the system 
has persisted, health ministry officials 
say. Doctors in private practice have also 
been penalized for tax evasion-some 
raise their fee for a consultation if a pa­
tient requests a receipt for a cash pay­
ment that would be presented to a health 
insurance scheme. 

The poor quality of public health care 
has also resulted in heavy private invest­
ment in private clinics and state-of-the-art 
diagnostic centers. Greece's leading pri­
vate medical facilities are operated as 
commercial companies, and the biggest 
are listed on the Athens Stock Exchange. 
While Greece's public hospitals provide 
many services free of charge for cash­
strapped patients from Balkan countries, 
the private clinics are expanding in the 
region to provide diagnostic services for 
those who can afford to pay. 

-Kerin Hope 
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MADRID 

MANY DOCTORS, TOO FEW 
HOSPITAL BEDS 

L s 

ong lines and hours of waiting to see 
a doctor are the banes of the public 

health care system in Spain where 99 
percent of the country's 40 million peo­
ple are covered. At the same time, some 
8.4 percent of Spaniards have opted for 
private health insurance plans, which are 
supplementary to the government's cov­
erage, and another 2 percent of the popu­
lation enjoy coverage bought by their 
employers. 

"Most of those who purchase private 
plans do so because they don't like wait­
ing in line for an appointment with a pub­
lic health services doctor," explains an 
oncologist who works for Insalud, the 
Spanish government health care 
organization. 

"But if something is seriously wrong, 
especially in an emergency situation, for 
example, if a woman is having a difficult 
childbirth, the private doctor or clinics 
will send the patient to the public hospi­
tal because doctors there have more ex­
perience in these kinds of things," she 
says. 'We've seen it all." 

Spaniards who work for employers pay 
about 6.5 percent of their salaries for so­
cial security, which includes health insur­
ance, pension, and unemployment, and 
their employers contribute about 30 per­
cent of the salary toward those benefits. 

Besides the wide-ranging services 
provided by Insalud, which include hos­
pitalization, the patient also gets 60 per­
cent of the cost of most prescription 
drugs paid by the state. For those older 
than sixty-five, all medicines are free. 

Among its European Union partners, 
Spain ranks reasonably well in most key 
areas of health care. According to World 
Health Organization (WHO) statistics 
from 1997, with 4.2 physicians and 
nurses per 1,000 population, Spain was 
number two in that category after leader 
Italy and well ahead of wealthier nations 
like the United Kingdom (1.6), Germany 
(3.4), and France (3.0). 

On the other hand, Spain ranked near 
the bottom regarding the number of hos­
pital beds per 1,000 population, with only 
4.3 in 1996 and actually had slightly 
more in 1990, the WHO says. That figure 
compares with France's 10.5, Germany's 
10.4, and the UK's 4.5. 

Under the previous Socialist govern-

ment, health authorities launched a se­
ries of reforms designed to improve the 
system. According to a report by the Eu­
ropean Observatory on Health Care Sys­
tems, average satisfaction levels among 
patients from the primary care field in­
creased from less than 50 percent in 
1985 to almost 80 percent in 1996. 

Prime Minister Jose Maria Aznar's 
center-right government, which took of­
fice almost four years ago, is still trying 
to improve things. Health Minister Jose 
Manuel Romay recently promised to re­
duce the waiting time for non-emergency 
surgery to less than sixty days and the 
wait for a doctor's appointment to less 
than twenty days. 

However, other reforms, such as cost­
cutting, are proving less popular, at least 
among Insalud staff, argues the oncolo­
gist. ''The system is getting worse be­
cause the government is trying to save 
money," she says. 

-Benjamin jones 

BERLIN 

AGING POPULATION CREATES 
CRITICAL SITUATION 

Germany's health system is one of 
the most expensive in the world. 

Public health care in Germany cost $276 
billion in 1996. After retirement pensions 
and survivors' pensions, it forms the 
largest item in the social budget. Com­
pared with 1995 it rose by 3.8 percent, 
and it constituted 11.5 percent of the 
gross domestic product. 

Health care in Germany is a decen­
tralized, pluralist, and self-governing 
system. Nearly everyone has health 
insurance, whether as compulsory or 
voluntary members of the statutory 
health insurance plan or through 
private insurance. Under the state 
plan, insurance is compulsory for all 
employees earning up to $3,386 a 
month. The state system also covers 
pensioners, the unemployed, appren­
tices, and students. 

At present, employer and employee 
jointly contribute a percentage of the em­
ployee's income to pay for the scheme. 
Since 1970, the contributions have risen 
from 8.2 percent to 13.5 percent in 1999. 
Approximately 585 sickness funds offer 
comprehensive protection. The benefits 
include a wide array of services includ­
ing medical and dental care; pharmaceu­
ticals, eyeglasses, inpatient hospital care, 
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including surgery; curative treatments; 
sick pay (80 percent of the last net wage 
or salary after six weeks) maternity ben­
efits; and a lump sum payment at death. 
In case of hospitalization, the fund pays 
for the entire stay. 

Pensioners constitute a large group 
among the members of the statutory 
health insurance. They account for 29.8 
percent of members, but only account 
for only 18.7 percent of contributions. 
The number of gainfully employed 
young people is shrinking whereas the 
number of pensioners is increasing. In 
1950, Germans older than fifty made up 
9.7 percent of the population compared 
with 15.7 percent in 1996. Population ex­
perts predict that by 2035, 36 percent of 
the German population will be older than 
sixty-the highest proportion in the Eu­
ropean Union. 

The numbers have provoked vigor­
ous debate among the country's leaders. 
Germany's generous pensions, health 
care, and welfare system need "fast at­
tention so that the country doesn't end 
up as the sick man of Europe," warned 
Otmar Issing, the European Central 
Bank's chief economist. 

At a time of mass unemployment, the 
health insurance funds are feeling the 
pinch, and "cost restraint" has become 
the preferred buzzword among social 
policy analysts. Therefore, more atten­
tion will be concentrated on preventive 
medicine, which includes improving 
health education, encouraging regular 
precautionary checkups, as well as pro­
viding information on healthy living. 

The biggest threats to health in Ger­
many stem from modern living. The 
leading cause of death in Germany is car­
diovascular disease, which accounts for 
half of all deaths, followed by cancer. 
Doctors warn that high rates of cardio­
vascular disease will not decline unless 
obesity is reduced. While America re­
mains the world leader in obesity, with 
20 percent of male and 25 percent of fe­
male adults classified as clinically obese, 
Europeans are catching up. In Germany, 
17.2 percent of adult males and 19.3 per­
cent of adult females have obesity 
problems. 

Health care is extremely expensive in 
Germany, but it is also an important eco­
nomic factor. Almost 2 million people (87 
percent women) earn their living in 
health care. The German health system 
generally scores well on public satisfac­
tion-but less well than it used to. 

-Wanda Menke-Gluckert 
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HELSINKI 

FINN'S FUNCTIONAL FOODS 
PROMOTE GOOD HEALTH 

L s 

The Finns claim to be world leaders in 
the development and marketing of 

functional foods-that is to say foods 
with added innovative nutrients or bacte­
ria that promote health or prevent dis­
ease. Following a recent visit to several 
leading Finnish food companies, this 
writer is inclined to believe them. 

The Finns are a healthy and a careful 
people. In most cases, their food prod­
ucts have been developed in close asso­
ciation with medical and dietary experts. 
Ambitious claims have been made for 
them, yet none has ever been seriously 
challenged, nor have any questions ever 
been raised over their safety. No ele­
ment of genetic engineering is involved. 

Finnish companies are particularly 
strong in foods containing xylitol, benefi­
cial lactic acid bacteria, plant stanols, low­
sodium salt, and rye and oats fibers. Fin­
land has a history of inventiveness in 
food-Artturi Vrrtanen, director of the 
Valio laboratories in Helsinki, won the 
Nobel chemistry prize in 1945 for his work 
on dairy food processing. This tradition 
may partly reflect the Finns' huge con­
sumption of milk products and the high in­
cidence of heart disease in earlier years. 

It also helps explain the remarkably 
close relationship between the govern-

ment, the universities, and the food man­
ufacturing industry in Finland today. At 
its heart is vrr, a state research institute 
partly funded by the EU and by industry, 
with a staff of 300 people involved in 
biotechnology and food research alone. 

Kaisa Poutanen, VfT research profes­
sor in food technology, explains, 'We 
use biotechnology to enhance the palata­
bility and physiological functions of 
foods." There was a growing link be­
tween diet and disease prevention, she 
said. Food could affect "hormonal-based 
cancers, impotence, diabetes, obesity, 
constipation, osteoporosis, and heart dis­
ease." vrr research had identified or­
ganic compounds that could help, "and 
now we want to see how to maximize 
these because they're often destroyed 
during processing or not well absorbed 
in the body from the food." 

'We're working a lot in probiotics, 
i.e. living micro-organisms, and in our 
Future Food Program, we have a big 
range of projects related to lactic acid 
bacteria, both in products and as starter 
cultures in processing. In the very near 
future I can foresee that we will have bis­
cuits and muesli and chips which will 
contain probiotics, if we are only able to 
stabilize them so that they remain vi­
able," she said. 

Best known of Finnish functional 
foods is the cholesterol-reducing mar­
garine Benecol made by Raisio and mar­
keted in the US by Johnson and Johnson. 
A spokesperson for Raisio said there was 



"great market potential" for the product 
but added, "It's not just enough to put 
the products on the shelves, we need to 
educate consumers about the benefits of 
lowering cholesterol-marketing is the 
key to the success of a product like this." 

Not far from Raisio's headquarters in 
the eastern Finnish city ofTurku, Tom 
Skogstrom is the general manager of the 
confectionery company Leaf, which has pi­
oneered the use ofXylitol, a carbohydrate 
sugar derived from trees. 'We've concen­
trated on the mouth area and caries-pre­
vention, which comes from using Xylitol 
as a sweetener. To be as effective as possi­
ble, Xylitol should remain in the mouth for 
a long time and so its natural use is in 
chewing gum, but this has now being 
widened to pastilles," he said. 

Xylitol's caries-prevention properties 
are well known-the sugar can even 
encourage re-enamelization of teeth. 
More recently, the additive has been 
found to attack the bacteria that cause 
ear inflammation. 

Finally, near Helsinki, Valia, a cooper­
ative of Finnish dairy farmers, has built 
an impressive modem dairy processing 
and research center. The firm holds the 
worldwide rights of LGG, said to be the 
most widely researched pro biotic strain 
in the world. LGG, which was discovered 
by two American scientists, "stays alive 
in the intestine, colonizes the human di­
gestive tract, balances the intestinal mi­
croflora, enhances the natural resistance 
of the intestinal trace, prevents and cures 
intestinal disorders, speeds recovery in 
milk allergy, and is safe," said Annika 
Mayra-Makinen, senior vice-president. 
Valia sees enormous potential in LGG, 
which is becoming available in a vast 
range of dairy products and in Culturelle, 
dietary supplement capsules marketed 
by ConAgra in the US. However, market­
ing probiotics is not easy, says Mayra­
Makinen. "The selling price is high, and 
there's a medical attachment-it can be 
difficult for traditional companies." 

-Alan Osborn 

COPENHAGEN 

DANES DON'T SEE VALUE FOR 
THEIR HEALTH CARE KRONE 

P ublic health care has long been a 
core element of the Danish welfare 

state, and Danish politicians regard it as 
a sacred cow. Though some of the non­
socialist parties want to expand the cur-
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rently very limited scope for private 
health care, none would dare to reduce 
the resources allocated to public health 
care. The aging population is certain to 
cause health care expenditure to in­
crease. Yet, the sacred cow is now in 
trouble for at least two reasons. 

The first problem is financial. The 
Danish government officially claims that 
if one were to calculate the private ex­
penditure on health and welfare in the 
US and compare it to those services in 
Denmark, which are publicly paid, the 
difference between the tax levels in the 
US and Denmark shrink sharply. How­
ever, Denmark has the second-highest 
proportion of public revenue of GDP, 
55.9 percent, almost twice the US's 31.5 
percent and surpassed only by Sweden. 
Further tax hikes to finance improved 
health care are obviously a difficult 
proposition, especially as a recent study 
shows that only 15 percent of Danes sup­
port such a solution, while the rest do 
not. 

The health care sector's second prob­
lem is performance. It is not unusual for 
Danes to wait three to six months for ap­
pointments with medical specialists or 
for surgery when the ailment is not life 
threatening. Although average life ex­
pectancy is a crude measure for a health 
care system, it bears noting that Danish 
women are at the bottom of the list 
among industrialized countries, signifi­
cantly lower than in the United States. 
Danish males are in the same situation, 
though they can expect to live slightly 
longer than their US counterparts. 

According to the latest figures, Den­
mark spends only about 5.6 percent of 
GDP on public health, one ofthe lowest 
proportions among the industrialized 
countries. The United States spends 6.4 
percent. When expenditure on private 
health care, including the many corpo­
rate plans is included, the gap between 
Denmark and the United States in­
creases very sharply. 

Private health care is a growth indus­
try in Denmark. Only a handful of private 
hospitals are needed to serve a market 
limited to those willing and able to pay 
the full costs. Eye surgery, hip replace­
ment, and hernia operations are some of 
the fastest-growing segments in that 
market. However, a major breakthrough 
is unlikely before Denmark's tax laws 
are changed. If an employer sponsors an 
operation, the full cost is taxable income 
for the employee, which works as a 
strong disincentive in a country with 

marginal tax rates of 60 percent or more. 
Left-wing politicians in Denmark fear 

that the public health system will be un­
dermined if tax laws are changed. From 
an egalitarian standpoint, no one should 
be allowed to evade the waiting lists. 
However, change is in the air, as county 
and city-operated public hospitals have 
started purchasing the services of private 
hospitals to reduce intolerable waiting 
lists at the regional and local levels. This 
trend is likely to become stronger as pri­
vate hospitals are able to offer better 
work conditions and better remuneration 
to doctors and nurses, who are increas­
ingly in short supply in Denmark. Fur­
thermore, as Danes grow older and 
more affluent, they are likely to demand 
the same quality of service as in the 
United States. If they cannot buy it in 
Denmark, they will buy it elsewhere. 

-Lei/ Beck Fallesen 

DUBLIN 

NURSES STRIKE PROMPTS 
INCREASED HEALTH SPENDING 

H ealth is important-politically, very 
important-as the Irish government 

discovered during a short but intense 
nurses' strike last October. Thousands of 
Florence Nightingales had taken to the 
picket lines outside hospitals and other 
health institutions throughout the Irish 
Republic seeking a new pay-and-condi­
tions package. Essential services were 
still provided in acute wards, but other­
wise the daily health provisions ground 
to a near standstill. 

For a few days, the government 
played tough-the cupboard was bare, 
nothing more could be done. However, 
the poor mouth argument ran hollow 
when set against tax revenue running at 
unprecedented levels and the Irish econ­
omy at its most buoyant. So, perhaps not 
surprisingly, after a very effective media 
barrage by the nurses and their support­
ers, it rapidly became obvious that the 
vast majority of the public was on the 
nurses side. New and improved pay and 
conditions were offered and, after some 
dithering, the nurses accepted. Normal 
service resumed. 

Health Minister Brian Cowen, 
bruised by the nurses encounter, went 
on public record in November to an­
nounce "significant investment in the in­
frastructure of health care" under the 
National Development Plan. On the capi-
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tal side, funding will rise from $140 mil­
lion in 1997 to $300 million this year, and 
$2.6 billion will be made available for 
health care over the next seven years-a 
tripling of capital investment over the 
previous six years. 

The health minister sounded more 
like an early-arriving Santa Claus than 
the Scrooge he had been painted during 
the nurses' stoppage. Not only will this 
lead to significant improvement in the 
fabric of the health care system, he said, 
it also established the principle for the 
first time in Ireland that "health services 
are just as valid an area in which to in­
vest as education, transport, or housing." 

Day-to-day spending on health is set 
to rise dramatically. This year, total rev­
enue spending will breach the $5.2 bil­
lion barrier-something Minis-
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ROME 

NEW RULES FOR DOCTORS 

The World Health Organization's ver­
dict is in: among Europeans, Italians 

are the thinnest and live the longest. 
Two symptoms that point to good health 
and proof that the national health system 
isn't to be completely written off. That 
said, disparaging Italy's medical system, 
especially its hospitals, remains a pre­
ferred Italian pastime (in addition to den­
igrating the postal service). 

A good deal of the blame is to be laid 
on a level of bureaucracy that until just a 
few years ago made every stay in a hos­
pital ward (and every visit to the post of-

fice) a true adventure. Things 
ter Cowen believes will 
underscore "a strong 
health system," 
which "compares 
well internation­
ally." 

G iven 
began to change in 1992 

when Giulio Amato, who 
was then prime minis­

ter and is now the 
treasury minister, Ireland's began to push the 

Italian medical 
system to con­
form to the stan­
dards of the 
most advanced 

The Decem­
ber budget 
brought further 
health care ser­
vice develop­
ments: increased 
financial help for 
those with disabili-

new affluence, 
private health care 
seems set to grow 
to cover more than 

a third of the countries. There 
remains a lot to be 

done. Currently, 
only 28.6 percent of 

the country's resources 
are earmarked for health 

population. 
ties, new funding for 
cardiovascular treatment 
(the increases, ironically, 
being funded from a tax on 
cigarettes), substantial improvements in 
forensic psychiatry services, dental 
health, child and respite care, homeless­
ness, and reflecting mounting public 
concern, funding is also being provided 
toward a new suicide prevention 
program. 

The Irish health system is primarily 
funded from general taxation and is pub­
licly provided. Private health care, intro­
duced in 1994 under EU competition 
rules, has grown considerably. Given Ire­
land's new affluence, private health care 
seems set to grow to cover more than a 
third of the population. 

With the abolition of the monopoly 
enjoyed for decades by the quasi-gov­
ernment Voluntary Health Insurance 
Board, all insurance companies operate 
on a community-rating basis, requiring 
that everybody in a private scheme must 
pay the same premium, regardless of 
risk. 

-Mike Burns 
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care compared to the European av­
erage of 36 percent. 

Over the last few months, however, 
Minister of Health Rosy Bindi has been 
arguing that the relationship between 
the Italian citizen and medical care must 
be revolutionized. Specifically, she wants 
to implement three innovations. 

The first requires that the health of 
Italians be put into the care of a combina­
tion of public and private assistance and 
be based on two principles: that every­
one has the right to essential care, guar­
anteed and financed by the state; and 
that supplementary care, financed with 
private health insurance, be offered. For 
a country like Italy, which until now has 
always considered the health of its citi­
zens an obligation and a duty of the 
state, this change in philosophy repre­
sents a quantum leap forward. 

The second innovation would require 
doctors to choose between working in 
public medical organizations and hospi­
tals (where the pay is relatively low but 

guaranteed and where it is easier to gain 
a professorship) or working in private 
practices (which offer better pay but less 
job security). This proposal proved to be 
the health ministry's toughest challenge. 
Entire generations of Italian doctors had 
lived-and prospered-by dividing their 
working day between spending their 
mornings in public hospitals and their af­
ternoons in expensive private clinics or 
in their own studios. Doctors who want 
to continue on this "double track" will be 
able to do so but will pay higher taxes. 
However, new doctors won't have this 
option and must choose between the 
public and private sector. 

The third innovation is the adminis­
trative reorganization of duties between 
the central government, the regions, and 
the local communities. For the first time, 
a bloated and inefficient structure is 
being slimmed and fragmented accord­
ing to federalist principles. The result­
one hopes-will be an increase in effi­
ciency that will be to the citizens' 
advantage. 

One facet of Italy's medical sector 
that does not appear headed for change 
is the precious role played by pharma­
cists. In Italy, pharmacists are trained as 
doctors and hold degrees in medicine. 
Italians go to their pharmacists when 
they need some quick advice. Therefore, 
it is not surprising that, along with Ger­
many, Italy holds another European dis­
tinction-the highest consumption of 
medicines. 

-Niccolo d'Aquino 
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BOOKS 

FATHER/LAND: A 
PERSONAL SEARCH FOR 
THE NEW GERMANY 
By Frederick Kempe; Viking 
Press; 339 pages; $26 

''Germany has become 
the most American 

country in Europe," states 
John Kornblum, who became 
the American ambassador to 
Germany in 1997. "Bob Dylan 
has a far greater impact on 
my left-oriented politics than 
Karl Marx ever did," states 
the current foreign minister 
of Germany Joschka Fischer. 

Frederick Kempe, author 
of the informative 
Father/Land, talks with Ger­
mans in all walks of life includ­
ing many of his long lost rela­
tives to give the reader a 
detailed yet easy to compre­
hend look at one of Europe's 
most pivotal nations. His chap­
ters comparing American and 
German attitudes and their 
similarities are quite revealing. 

What is the main differ­
ence between Americans and 
Germans? According to the 
author, "Perhaps the greatest 
dissimilarity I've noticed be­
tween the two countries is 
Germany's relative lack of a 
healthy, national self-confi­
dence." Kempe, the editor 
and associate publisher of the 
Wall Street journal Europe 
and the founding editor of 
Central European Economic 
Review, points out, 'What 
drives German change these 
days is the most 'American' 
part of German society-the 
corporate boardroom. Daim­
ler Benz's Jtirgen Schrempp 

and SAP's Hasso Plattner 
have done more to change 
the way the country works 
economically than any cabi­
net minister." 

However, the book goes 
well beyond German-Ameri­
can relations. One of his more 
insightful chapters looks at 
"the Turkish Challenge." 
Mehmat Erbakan, the leader 
of the fastest growing Islamic 
group in Germany, remarks, 
'Watching how the Germans 
come to terms with their Turk­
ish population, the world will 
learn what sort of people they 
have become. With us, they 
can show the world that 
they've changed. The Jews 
stand for the tragic past. We 
stand for the uncertain future." 

Kempe's encounter with 
one of his relatives who 
served time in prison is quite 
interesting, as is his chapter 
on Germany's military role in 
Bosnia. Kempe also presents 
a chapter on Germans and 
Jews and sees a resurgence 
of Jewish culture, not only in 
Berlin, but across Germany 
as the Jewish population of 
the country continues to in­
crease with new immigrants. 

Discussing Germany's key 
role in the European Union 
and NATO, the author says 
Germany "is safely embedded 
in Europe ... and is surrounded 
by neighbors with whom it has 
warm links and no border con­
flicts .... A new German drama 
is about to begin. Fate has 
sweetened the plot even fur­
ther, making our show's star 
the decisive factor at the cen­
ter of a Europe that is strug­
gling to come together more 
closely while at the same time 
expanding." 

The author accomplishes 

the goal he sets for himself 
when he writes that he hopes 
"that non-German readers gain 
a more nuanced and personal 
understanding of a country 
that is back on history's hot 
seat after a half century on ice." 

Father/ Land should be 
read by anyone hoping to un­
derstand, not only Germany, 
but Europe in the twenty-first 
century. 

-Robert]. Guttman 

FILMS 

TOPSY-TURVY 
Written/ Directed by Mike Leigh; 
October Films; 140 minutes 

It is the middle of a heat 
wave in 1884, and librettist 

William Gilbert and his com­
poser partner, Arthur Sulli­
van, premiere their latest 
comic opera at London's 
Savoy Theater. So begins 
British director Mike Leigh's 
richly entertaining new film 
Topsy-Turvy. 

Leigh chooses to begin 
the film roughly at the 
halfway mark of the famous 
duo's twenty-five-year part­
nership, arguably its low 
point. By this time, Gilbert & 
Sullivan are the Victorian 
era's most popular musical 
entertainers, having pro­
duced smash hits such as 
HMS Pinafore and Pirates of 
Penzance, but with their latest 
production, Princess Ida, they 
find themselves in a rut. Fur­
thermore, Sullivan (Allan 
Corduner) is worried about 
his legacy as a serious com­
poser, while Gilbert Oim 
Broadbent) churns out yet 
another of his "topsy-turvy" 
stories. Sullivan declares that, 

his contract with the Savoy 
Theater notwithstanding, he 
won't write the music for 
Gilbert's latest libretto. 

The impasse is broken 
when Gilbert's wife drags 
him to an exhibition of 
Japanese culture. Gilbert's 
eyes flicker with inspiration 
as he watches Japanese 
swordsmen perform and as 
he questions a young geisha 
about green tea. He goes 
home and writes The Mikado, 
a libretto set in Japan, which 
suitably captures Sullivan's 
imagination, and the two are 
back in business, both liter­
ally and figuratively. 

Leigh spends the first half 
of the movie building his 
characters, which along with 
the music are the film's most 
precious treasures. Gilbert, a 
straight-laced curmudgeon, 
hides his vulnerabilities be­
hind a mantle of gruff bluster. 
By contrast, Sullivan suffers 
from fragile health and a taste 
for bohemian pleasures. 

In the film's second half, 
Leigh offers a behind-the­
scenes look at the colorful 
world of Victorian theater. 
From casting to costuming to 
choreographing to rehearsing, 
we follow the actors and stage­
hands as they mount The 
Mikado. The film feels a bit 
long at two hours-forty min­
utes, but it is difficult to fault 
the director for not wanting to 
cut any of the extravagant mu­
sical numbers nor any of the 
exquisite performances by his 
talented ensemble cast. 

Leigh's film Secrets & Lies 
garnered five Oscar nomina­
tions in 1996, and it's a good 
bet that Topsy-Turvy will earn 
him a few more. 

-Peter Gwin 

February 2000 47 



Yesterday Be Today 

The legend of St. 

Valentine's day dates 

back to Roman times 

when a Pagan fertility 

festival dedicated to the 

pastoral god, Lupercalia, 

was celebrated on 

February 15. In 496 AD, 

the Christian church 

replaced pagan 

celebration with the 

festival of St. Valentine 

(right). Legend has it 

that Valentine was a 

priest who was 

imprisoned for his 

beliefs by Emperor 

Claudls of Goth. In 

prison, he healed a 

guard's blind daughter 

and they fell In love. The 

emperor had Valentine 

beheaded on February 

14, but before his death 

he sent the girl a final 

love note signed 

"Your Valentine." 

During the Middle 

Ages, February 14 

was believed to be 

the date that birds 

selected their life 

mates. The tradition 

of sending printed 

Valentine's Day cards 

began In Victorian 

times. And in the late 

1800s, the Language 
of Flowers was 

published in France 

and heralded a Morse 

code of love-a 

single stem was a 

powerful love sign. 

Left: Lovers embrace 

in the shadow of the 

Arc de Triomphe in 

the romantic capital 

of Paris. Today the 

tradition of sending 

Valentine's Day cards 

and flowers is shared 

not only by lovers, 

but by family 

members, teachers 

and students, and 

friends. The holiday 

also represents 

serious business, 

resulting In the sale 

of millions of cards 

and flowers, 

especially roses. 
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