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REGIONAL FOCUS
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‘A New Page in Relations’
Between the East and Bonn

Neutralism creeps into West German thinking

east? Officials in Chancellor

Helmut Kohl’s government
dismiss any such suggestion as
“silly,” claiming unequivocal
commitment to the Western
Alliance. But in the wake of the
signing of the treaty on inter-
mediate nuclear forces (INF) in
Washington last month, Bonn
has emitted enough troubling
signals to give NATO strate-
gists a new attack of the Ger-
man jitters. This week Kohl
greets Soviet Foreign Minister
Eduard Shevardnadze in Bonn
for what the chancellor calls “a
new page in relations” between
the two countries.

As long as the issue of inter-
mediate-range missiles was un-
resolved, those relations ranged from cool
to frosty. Now West German politicians are
rushing to proclaim the dawn of a new era.
Foreign Minister Hans-Dietrich Genscher,
who represents the liberal Free Democrat-
ic Party in the governing coalition, has
long advocated a revival of détente and
“the rejection of traditional stereotyping
whereby the worst is always imputed to the
Soviet Union.” Conservatives who bitterly
opposed the INF treaty are making similar
noises. After meeting with Mikhail Gorba-
chev in Moscow last month, Bavaria’s
Prime Minister Franz Josef Strauss de-
clared that there is no longer a need for the
West “to be afraid of offensive, aggressive
intentions of the Soviet Union.”

Trouncing Reagan: The conservatives are
catching up with the mood of the West
German people. In recent polls, Gorbachev
has trounced Reagan in popularity match-
ups. In West Germany this translates
quickly into new political attitudes. Ac-
cording to an Allensbach Institute poil, 50
percent of West Germans now favor unilat-
eral disarmament as compared with 35 per-
cent five years ago; only 24 percent of West
Germans now view the Soviet Union as a
military threat as opposed to 55 percent
five years ago. “People are losing sight of

Is West Germany drifting

the fundamental fact of postwar European
life that these systems remain incompati-
ble,” says Bonn University political scien-
tist Carl-Christoph Schweitzer. “We've
gone a long way toward equidistance.”

Opposition Social Democrats and Kohl's

Christian Democrats have discovered com-
mon ground in pressing for negotiations on
the short-range nuclear missiles not cov-
ered by the INF treaty. Since those missiles
are targeted mainly on East and West

_ Germany, the politicians maintain, they
unfairly “singularize” Germany as the nu-
clear battleground of a European war. Al-
though the Soviet Union enjoys an over-
whelming superiority in missiles in this
under-310-mile range, the United States
and other NATO nations fear that to open
negotiations on them now will lead to a
Soviet offer of a third “zero option™: the
outright elimination of all such weapons,
leaving NATO vulnerable to the Warsaw
Pact’ssuperior conventional forces. Bonn’s
partners want to focus on conventional
arms reductions first. But conventional
talks will be a painfully slow process,
throughout which Germany would remain
a potential nuclear battlefield.

Richard Burt, the U.S. ambassador to
Bonn, has chastised the right for propagat-
ing the “myth” that the INF treaty leaves
only West Germany vulnerable to nuclear
attack; the Soviet Union targets all of
Western Europe and the United States,
too. A few conservatives agree: “I would
want to steer my countrymen away from
this traditional sentiment that we are mis-
understood and left alone,” warns Thomas
Kielinger, the editor of the conservative
weekly Rheinischer Merkur. “There are
about 400,000 allied troops in Germany,
too, all under the same threat. Is that noth-
ing to consider?” But in Germany, such
voices have become a distinct minority.

Meanwhile, Genscher has escalated his
pro-détente campaign to new levels, going
so far as to blame Washington and other
NATO countries for the lack of progress on
a treaty to ban chemical weapons. He says
Waestern concerns about verification of So-
viet compliance are “new obstacles” to a
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treaty—a position that won Kohl’sbacking
last week. According to aides, Genscher
is convinced that the verifica-
tion issue has been “solved” by .
Moscow’s agreement in princi-
ple to inspection procedures—
even though until a year ago
the Soviets did not even ac-
knowledge they had chemical
| weapons. Echoing the appeals
of West German industrialists,
Genscher also calls for fewer
restrictions on high-tech ex-
ports to the Soviet Union.
Two-pronged game: Moscow is
well aware of its new opportu-
nities in West Germany. It has
encouraged the notion that dé-
tente will produce lucrative
trade and progress on other
issues. In 1987, for example,
a record 14,488 ethnic Ger-
mans—descendants of 18th-
century German settlers in
Russia—wereallowed toemigrate from the
Soviet Union, compared with 700 in 1986.
On the arms front, Gorbachev has played a
two-pronged game. He indicated to Strauss
that he would settle for areduction of short-
range missiles rather than elimination. At
the same time, Gorbachev hasallowed East
German leader Erich Honecker to pursue
his campaign for a “nuclear-free East Ger-
many and West Germany,” which presum-
ably would mean an end to not only short-
range missiles but also nuclear artillery. In
a 1986 accord with East Germany's Com-
munist Party, the Social Democrats en-
dorsed the Honecker plan. Some conserva-
tives fear a trap: once talks on reductions
gather momentum, an East-bloc proposal
for a comprehensive “third zero” would
become hard to resist.

“I think that there will be no denuclear-
ized Europe in the foreseeable future,”
Kohl declared last week. Gorbachev exerts
astrong pull in the other direction, toward
neutralism on Soviet terms. “"The Germans
very closely identify with personalities, be-
ginning with Bismarck,” says historian
Richard Pipes of Harvard, who argues that
the Germans will see Gorbachev as their
excuse {o try to “opt out” of the East-West
conflict. Soviet Ambassador to Bonn Yuli
Kvitsinsky recently provided his own prog-
nosis for the Soviet-West German relation-
ship. “Everything mustbeallowed toripen,
so that the fruit on both sides is great and
tastesgood,” hesaid. [t'sthe aftertaste that
worries Bonn'’s allies.

ANDREW NAGORSK1 in Bonn
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South Seas Star Wars
The environment of Kwajalein Atoll, in
the Marshall Islands of the South Pacific,
could be damaged by work on the
Pentagon’s Star Wars missile defense. A
- Pentagon environmental impact study

DECEMBER 1987
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concluded that the istand’s ecology and so-
cial structure could be strained by in-
creased personnel on the island. Dredging
and other construction could threaten the
Hawksbill Turtle and the endangered
Green Sea turtle, the New York Times
reports. '

Strategic Defense |

FOCAL PIANE TECHNOLOGY SQUGHT FOR SDI

14 JANUARY 1988
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The Air Force Space Technology Center is seeking contractors to design,
fabricate, characterize and test focal plane material, arrays, multiplexers and
hybrids in support of the Strategic Defense Initiative's Space Surveillance and
Tracking System (SSTS) program, the Airborne Optical Systems (AOS) program and
the Long-Wave Infrared (LWIR) Probe.

The effort, termed Hybrid With Advanced Yield for Surveillance (Hyway), is

expected to take 33 months and is divided into 2 phases.

Phase I consists of advancing the current state-of-the-art in the tech-
nology development of intrinsic silicon hybrid arrays.
awarded to the 2 contractors performing the primary technical effort on Phase
I and consists of determining producibility, engineering and planning, ending
with a finished producibility plan and the plan's validation through its
demonstration of a pilot production line.

Foreign firms may be excluded from this effort.

Phase 11 will be

LIMITS...CONTINUED

advocate the desirability of negotiating di-
rectly with the Soviets on what is permissi-
ble under the treaty. At a AAAS arms con-
trol symposium last September, for example,
he said “the whole theory of the treaty was
that when something like this arises, we
would talk to the other side about it.”

The Department of Defensc has, howev-
er. been vehemently opposed. Frank Gaff-
ney, who was nominated by former Defense
Secretary Caspar Weinberger to succeed
Richard Perle as an assistant secretary of
defense for arms control, was among the
more forceful foes. Gaffney, who is now a
resident fellow at the American Enterprise
Institute, said in an interview, “we have the
right under the treaty to conduct a wide
range of rescarch, development, and testing
activides, There is no way but that these
rights would be circumscribed by negotiat-
ing limits.” Moreover, because it would be
difficult to verify adherence to the kind of

performance limits proposed by the Soviets,
Gaffnev contends that “we would be accept-
ing limitarions that would apply unilaterally
to the United States.”

Ashron Carter, a phvsicist at Harvard’s
Kennedy School of Government who has
been advising Nitze, argues, however, that a
regime establishing limits under the wadi-
tional interpretation of the treaty need not
be unduly restrictive. “People don’t ade-
quatcly appreciate what can be done within
the treaty for testing space weapons,” Carter
says, nodng thar tests can be configured to
fit into the permissible categories of work on
fixed ground-based svstems or antisatellite
weapons.

An example is a test planned for 1990 in
which a small heat-secking intercepror
launched from a rocket ar Kwajalein will
home in on a second rocket and destroy it in
a fiery collision. This would be the first

B 5

major test of the abilicy to use a spacc-based
missile to hit a rocket in its boost phase—
while its engines are still firing and before it
releases its warheads. Unlike the AOA ex-
periment, however, this test has prompted
lirde concern about potendal violation of
the ABM treaty because it is 3 ground-based
test at a designated test range.

Carter points out that the determination
of what SDI resting is permissible rests on
unilateral U.S. definitions of the treany’s
terms. Like Graybeal, he argues that it
would be in the best interests of the SDI
program to negotiate what is permissible.
“My own view is that such an approach is
inevitable,” he says.

Any movement toward establishing such
limits is, however, not considered likely
until the nexx Administration, when most of
the tests that have raised concerns would
take place. @ CoLIN NORMAN
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helicopter
Speed record! |

A Westland Lynx has just beaten the world absolutespeed % T W .
record for any helicopter. The record is a direct result of 7
an exciting development programme of revolutionary rotor
blade technology in which Westland is the world’s leader and
which should lead to significant export business. Dramatic
improvements in blade profile design and composites
technology mean much more than the obvious benefits of
high speed, they considerably increase manoeuvrability and
virtually eliminate conventional maintenance problems and
costs. They can also improve existing helicopters by retrofitting
the new blades. Such technology is one example of Westland's
commitment to improving helicopter and other defence equipment
and systems engineering absolutely essential in today’s highly
competitive markets. This achievement was with the support of the
Ministry of Defence and many companies in the aerospace industry.
Our partnerships and programmes in Europe and North America
demonstrate Westland’s international strength.

“Results subject to official confirmation
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__d Labour’s welfare state divide Britain
too. A memory sticks: the old grandee in
his run-down club with its priceless art
works ringing and ringing for tea and
nobody comes. Mrs Thatcher is right: a
great past and pride and style are not
going to be enough in this tough global
economic fight. So she is out there, chop-
ping down the cherry trees.

In politics, Mr Harold Wilson said, a
week is a long time. This report mainly
looks at British society itself. Americans
whom you have never met in your life will
confide things on trains, aircraft, in bars

that an Englishman would not tell you on
his deathbed. Except when it comes to
what ails Britain. Who was it that said the
English are never so happy as when you

" tell them they are ruined? H. G. Wells

found the Englishman’s favourite topic
“adverse criticism of all things British”.
Maybe it is like having a problem member
of the family; even an Englishman will tell
a stranger about a psychopathic aunt. It
seems that the condition of Britain, this
long, worrying experience, is something
that haunts all its people, no matter to
which of the “two nations” they belong.

Aristotle’s rule of thumb

Look, he said, atthe family and how itis doing and what kind of housesit lives in

Aristotle got it right. In his view what
matters most for a society’s health is the
state of the family and property. In this,
Britain fares a shade better than
America.

In the United States in 1960-80, there
was a huge rise in post-pill premarital sex.
The birthrate fell by 42%. The divorce
rate doubled. Full-time homemakers
dropped from three-quarters to just a
quarter of all married women. In 1973,
half of all young women were married by
21, men by 23; by 1986 both ages were up
two-and-a-half years. Fewer than one
American family in ten fits the old Nor-
man Rockwell image of dad at the

homes. Not that a British marriage is such"

a dogged partnership, but the British
have a much lower impulse to lift up the
stones and see what is living underneath
in their emotional lives. Hence the Amer-
ican fascination with psychotherapy. A
marriage in Britain has to make its way,
in the words of the novelist Paul Theroux,
in ‘“‘secretive, rose-growing, dog-loving,
window-washing, church-going, law-
abiding, grumpy, library-using, tea-drink-
ing, fussy and inflexible England”. Even
the one-big-happy-family myth was never
true; as early as 1961 fully 41% of British
households were made up of couples

alone or single people. A quarter of all
the British now live alone.

In America the baby boom peaked in
1960, in Britain in 1964 (making 23 the
worst age to be in 1987 when looking for a
job). The post-1971 drop in Britain’s
birthrate should mean, besides closed
schools, more badly needed places in
colleges and universities to meet the ex-
panding demand for scientific and techni-
cal skills. The number of first-time voters
will soon fall. Like America, Britain will
keep growing as long as young people
having babies outnumber old people and
immigrants. This may not be for long. If
immigration is cut off and the birthrate
starts to fall again, Britain might start to
shrink (as West Germany already has and
Sweden and Denmark soon will). For
whatever reason (more working women,
consumerism, the bomb) enough individ-
ual decisions are being made that the
West is no longer replacing itself.

In home ownership, Britain is catching
up. Thatcherism has made nearly two-
thirds of British householders owner-oc-
cupiers. The 27% who still live in council
housing (58% in Glasgow) are stuck—
house prices are too high to move out. A
difference with America is in style. The
American postwar housing explosion was
due to veterans’ low-interest housing
loans, cheap new prefab methods of
home construction and the Interstate
Highway System. These combined to en-

circle the cities with suburbs of

office, mom in the kitchen and tiny
tots or school kids at home.

In Britain in 1985, 17% of births
were outside™marriage. A quarter

How they compare

detached, look-alike *‘ranch-style”
bungalows. In Britain the boom

iritain United States (all scales in thousands)

ww van s drawn for comparabie population with Britain

of couples were non-marital cohab-
itations. The birthrate had fallen by
30%. One marriage in three ended

in divorce by 1985 (one in two in 3

America). Marriages are later;.

young singles are multiplying. Two- "

thirds of British women between 35
and retirement now work, virtually

took the form of semi-detached or
terraced houses (just catching on in

America) and tower blocks and
housing estates.

The home in the country is the
ideal. Most British settle for a
house and a garden. Here perhaps
is another cultural difference. J. B.
Priestley, who railed against the
monotony and ‘“‘same squat rows”

all until babies come, about 50%

of English housing, was no champi-

part-time after that. As 28% of
households are two-parent families
with dependent children and as so
many mothers work, demographers
at the National Institute of Eco--
nomic and Social Research reckon

that even fewer than 10% of British r
families fit the old image. . -

on of the free-standing home. “I do
not understand this passion for be-
ing detached or semi-detached,” he
once wrote, “for you can have
gardens just the same if the houses
are built in little rows”.

In Britain housing is politics. A
mortgage goes with being Tory.

Dirty Den and Angie aside (part

Pay council rent from a housing

of this assignment was to watch
“EastEnders” faithfully), British
couples stay together better. One
explanation for the higher divorce

rate in America is that Americans L
have a higher standard of conscious L
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benefit and you are Labour, or so it
is supposed. Aristotle, the original
Thatcherite, also argued that the
stimulus of private ownership is
needed for pride and care. He
should have seen the vandalism and
graffiti of some of the council
estates.

[PTRVERT Y] [IVTRVIv

Age affects family and home.

happiness. Marriages fail when I
people fe '’ ‘e not specifically | |
“happy” ery that has bro-
kenupte = ions of American

Sources: OPCS; Home Office; DHSS; US Bureau of the Census
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When Browning wrote, “Grow old
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what we were founded for, to training Vic-
torian civil servants and colonial governors.
Now we’re adapting to City money. It’s true
there’s a tendency to despise manufacturing
industry and we haven’t really adapted to it.

Some tell you that the trouble goes back
to public schools like Eton and Winches-
ter. It is an old (but evidently true)
generalisation that nine-tenths of Brit-
ain’s traditions were invented in the nine-
teenth century. The great boarding
schools go back of course for centuries,
educating not just the aristocracy but
quite large numbers of the middle class.
The poet Gray went to Eton and his
father was a hatter. It was between 1835
and 1885 when things started getting
codified. From that period dates the
mechanism to form boys in adolescence
to run the Empire, of compulsory games,
of hierarchy and authority, of starchy
Anglicanism, of the stiff upper lip, of
“not going into trade.” Sir Peter Rams-
botham, a former ambassador to Wash-
ington, remembers Eton:
You studied history and classics. There’s no
virtue in dead languages but it trained the
mind. It was a means toward very clear
thinking, sparse, succinct thinking. It gave
you some love of poetry, taught you how to
handle a book, what value was a book, how
to use books.

Compared to an American, the average
graduate of a British university is much
better educated. There is more selectivity
(or self-selectivity) before he starts. A
bigger investment goes into each student.
With eight to ten students per faculty
member, the student does better thanin a
mass system (better still with tutorials).
American comprehensiveness is admira-
ble because everybody gets a crack at the
system. The idea of being deemed stu-
pider or brighter, based on an examina-
tion at age 11, and thereafter being edu-
cated according to the results, belongs to
a class-ridden past. Not everybody goes
to Harvard. But the American system is
open enough so that in 1986 over half the
student body at the state-supported Uni-
versity of California in Berkeley was of
Asian descent.

The biggest shortcoming for the 9.7m
pupils attending over 30,000 schools in
Britain comes in technical training at the
secondary level. Ten times as many cleri-
cal applicants in France have been shown
to be proficient in word- and data-proces-
sors. A third of West German pupils get
streamed into technical or commercial
schools that lead to an apprenticeship.
Another 45%, going into the equivalent
of Britain’s old secondary moderns,
choose between mechanical technology,
electronics, textiles or household studies
at the age of 13, specialising still more at
15. In mutually agreed maths proficiency
tests, the average British secondary pupil

scored 12.9 points compared to 22.4
points for the average German.

Sir Claus Moser, Warden of Oxford’s
Wadham College, says that in about a
third of Britain’s secondary schools,
mathematics is taught by people who lack
maths degrees. He finds education Brit-
ain’s biggest worry. “One shouldn’t even
have to discuss it. Our economic growth,
quality of life, everything depends on it.”
Lord Briggs, who heads both Oxford’s
Worcester College and the Open Univer-
sity, says new training must be given to
displaced workers. He argues:

Everybody talks about them getting jobs in
services. It won’t happen. People are en-
couraged to apply the same productivity
tests to services as they apply to manufactur-
ing industries, to cut the cost of labour. If
you want to buy a railway ticket at a London
station, you’ve got to stand in a long line,
two or three times as long as 20 years ago.
It’s the same on a London bus; 70% now
have a combined driver and collector of
fares. It takes that much longer to get from
one point to another.

Mr Alan Tuffin, who heads the Union of
Communication Workers (UCW), con-
firms this. There has been a steady drop
in the number of communications and
postal workers. British Telecom reported

Is greed good?

profits of over £1 billion in 1986 and the
next day announced the redundancy of
400 workers in Birmingham. Households
with telephones have doubled to 80%
since 1964, but the number of telepho-
nists has dropped from 80,000 to 30,000.
Fewer maintenance men are needed
when high-tech systems go underground.
Computers cut down jobs in the postal
service even as the volume of mail grows.
Mailing a letter is a lot more efficient in
Britain, phoning in America. Both sys-
tems will expand as Britain gets more
telephone lines and open networks, mi-
crocomputers, printers, copying ma-
chines and data links. Even so, Mr Tuffin
says, all union leaders find it the same;
“Old-style work is not going to be avail-
able and services won’t absorb enough.
People have got to stay longer in school,
get better trained, retire earlier and share
what work there is.”

The microchip is like the motor car.
That threw blacksmiths, breeders, oat-
growers, harness-makers, wheelwrights
out of work. Imagine in 1900 doing with-
out servants. So now there’s a washing- -
machine, not the slavey with chapped red
hands, a modern kitchen, not a toiling
cook. When will there be a like harness-
ing of the microchip’s potential?

The post-industrial shift to services and information processing has made the

City Britain’s biggest earner

Mention the City of London and you hear
it is unBritish and full of greedy young
speculators at computers chasing quick
killings and six-figure salaries. (A young
broker on the BBC said: “The stock mar-
ket will be a car park in five years and I’ll
have made a fortune.”) It,is also often
said that the City ought to invest more in
the home market in long-term capital
projects and not just look to relative
global share prices from day to day.

“It’s their country too’’: says Sir Ter-
ence Conran, one of Britain’s biggest
retailers. Sir Claus Moser, who is also
vice-chairman of N. M. Rothschild, a
merchant bank, says: “The City is absorb-
ing too many of our ablest pecple. If I
were a dictator over Britain, I'd move
nine-tenths of them into manufacturing
industry and teaching. That’s where Brit-
ain’s future creation of wealth is going to
be.”

Debate about the City’s role goes back
a long way. The City rivals Wall Street in
banking, insurance and securities. After
the oil price rises in the 1970s, it became
the centre of the Eurodollar market and
international lending. The oil companies
also made it their de facto world head-
quarters. With its new regulatory struc-

ture, the huge increases in international
capital flows and the microelectronic rev-
olution in financial information, London
should remain a leading player in the
orchestra of the world’s stock exchanges,
turning over $2 trillion a year in stocks,
bonds and options. In liberalising ex-
change controls Mrs Thatcher has en-
couraged Britain to play this role in
international finance, oil and multina-
tional conglomerates.

All this has more to do with Britain’s
geographical location and its financial
and dealing skills than its colonial and
industrial past. Wall Street tends to be
preoccupied with America itself and Ja-
pan, despite its growing role in exporting
capital, has no tradition of foreign invest-
ment. London has the advantage of a
record number of foreign banks and a
tradition of free entry and equal treat-
ment, plus markets in shipping, insur-
ance, commodities and banking all locat-
ed closely together, and an informal
system of regulation and benevolent des-
potism run by the Bank of England.

The charge that the City neglects Brit-
ish industry also goes back a long way. It
was heightened in 1979-80 when foreign
exchange markets treated sterling as a

THE ECONOMIST FEBRUARY 21 1987
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Industry is developing fast in
Metropolitan Wigan, and it's no wonder
~ a skilled workforce with an admirable
track record, tailor made grant packages,
ideal premises — all in an excellent
location.

Hi-tech, Engineering or Manufacturing,
we'll have you set and working quickly
and efficiently with the minimum of fuss.

Move forward Fast.

Call John Robinson, Head of
Economic Development on Wigan 827166

and find out more.
METROPOLITAN

WIGAN

WORKING HARD WITH INDUSTRY
WIGAN METROPOLITAN BOROUGH COUNCIL - CIVIC CENTRE - MILLGATE - WIGAN WN1 1YD - TEL! WIGAN 827 166 TELEX: 677341

B|rmm ham — Britain’s leading industrial City —
elcomes business and provides all the
mgredlents necessary for success:

® Unbeatable national and e Quality sites and buildings of
international communications; all sizes;

e A committed workforce, skilled ¢ A g,
. . . ! A financial package moulded
in a wide variety of trades; to suit yourpin div%ual

® At the centre of a domestic requirements;
market of some 8 million
people living within 50 milesof @ Comprehensive business
the City Centre; support services.

SUCCESSFUL
BUSINESS CITY

For further details of exactly what Birmingham can offer you:

Telephone: 021-235 2222

Birmingham
THEBUSIN-E-SS CITY

Birmingham City Council, Development Department, Economic Development Unit,
Room 111, Congreve House, 3 Congreve Passage, Birmingham B3 3DA.
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Interesting opening
" for businessmen.

If you're looking for the ideal place to set up business, with
the kind of incentive package you wor’t find anywhere else,
Northern Ireland clearly has a lot to offer.

' That’s what companies like Du Pont, Hughes Tool, Ford,

Hyster, United Technologies, General Motors, Coca-Cola,
and many more have decided.

And their reasons make sound business sense.

Take our incentives. Over 40% Research and Development
grants. Up to 50% of factory costs. Up to 60% of machinery
and equipment costs. And 100% de-rating.

BIS Beecom International, part of the Bell Corporation, are
already taking advantage of the new £2m technology park,
15 minutes from Belfast International Airport.

" But there’s more to Northern Ireland than even the best

financial package.
A work ethic that’s all our own.

Easy access to the talent and resources of Northern Ireland’s
top universities, colleges, and technical training
establishments - plus a ready supply of top class
graduates.

And a well-planned industrial infrastructure that helps give
Northern Ireland companies that extra competitive edge.

For further information, contact the Industrial Development
Board for Northern Ireland,

Northern Ireland Business Centre, 11 Berkeley Street,
London W1X 6BU. Tel: 493 0601 Telex: 21839
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change is most clearly seen by experience
with the European Monetary System,
which is accidentally pulling the exchange
rate of the Irish pound in quite the wrong
direction.

Bad luck with the EMS
Joining the EMS was Ireland’s boldest

venture into Europeanism. In 1979 the’

government took the plunge, although
their largest trading partner, Britain,
stayed out. Ireland’s own pound, or punt,
would float or sink in a new partnership.
A new Central Bank was housed in the
most aggressive building in Dublin.

Ireland still did about half of its over-
seas trade with Britain, and had even
higher costs. Employment would be pro-
moted by a slight devaluation of the Irish
pound in relation to sterling. At first, this
happened. Sterling, buoyed by North Sea
oil, soared ahead of the D-mark, which
dominated the [European monetary
block. By the early 1980s the Irish pound
was down where they wanted it to be—
worth just over 80 pence English, thus
promoting Irish sales to Britain, and
discouraging British exports to the newly
open Irish market.

By 1987, things have moved in the
opposite direction. Ireland’s biggest trad-
ing partners are Britain (33% of exports),
the United States (10%) and West Ger-
many (10%). The American dollar has
lately declined in terms of Irish pounds,
as in terms of practically every other
currency: bad for Ireland’s American ex-
ports, but not much to be done about it.
Against the D-mark the Irish have negoti-
ated a useful series of devaluations, the
latest on January 12th.

Against sterling, outside the EMS, the
punt has moved the wrong way. The D-
mark, ‘soaring upwards, has dragged its
EMS partners after it. The Irish pound is
almost at parity with sterling—an upva-
luation, willy-nilly, of Ireland’s currency
by almost 20% in terms of its main
trading partner. Irish goods have become
dearer in Britain, British and Ulster
goods cheaper in Ireland.

The added misfortune (see chart) is
that the Irish pound has lost most value
against the currencies in which its official
debt is highest; each time that happens
the cost of repayment rises, in terms of
punts and of Ireland’s public finances.
Ireland’s money-managers and industrial-
ists eagerly question visitors about each
new rumour that Mrs Margaret Thatcher
has relaxed her hostility to British mem-
bership of the EMS. She hasn’t.

The politics that make it worse

The nature of their politics dug the Irish
into their economic hole, and makes it
very hard for them to climb out. Like
Americans, .they fight their political bat-
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tles with almost no ideological weapons.
The main dividing line is which faction
one’s grandfather belonged to at the end
of the civil war 60 years ago.

The entire spectrum of opinion in the
Irish republic’s parliament could fit with-
out bulges inside a conventional Europe-
an Christian Democratic party. Politi-
cians, all professing fervent faith in the
family and free enterprise, run an econo-
my more heavily dominated by the state
than any other in Western Europe. Peo-
ple switch.votes not for beliefs, but for
favours received or promised.

The state spending spree that got them
into, their present debt-plus-deflation was
brief and politically motivated. Between
May 1981 and November 1982 the Irish
voted in three general elections, and
emerged with a differently named conser-
vative-led minority or coalition govern-
ment each time. In the process all state
handouts were increased, and everything
in sight was subsidised by one side or the
other or both. The people are now paying
the penalty for this competition in extrav-
agance. It began in December 1979, when
the then governing party, the slightly
more nationalist Fianna Fail, acquired a
new leader, the open-handed millionaire
Mr Charles Haughey. He promised lavish
state handouts and tax cuts, called elec-
tions in May 1981, lost by a whisker and in
opposition promised more.

His opponents were a loose coalition of
the Fine Gael party—slightly more urban
and bourgeois, so slightly less free-spend-
ing than Fianna Fail—and the fading
Labour party. In seven months the coali-
tion government collapsed: its leader, Mr
Garret FitzGerald of Fine Gael, wanted a
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it might. Mr FitzGerald and his finance
ministers have seen the need to cut back
on social-welfare handouts. But their La-
bour colleagues regard such payments as
their special protectorate, and have pre-
vented any coherent action against them,
So the public finances, and the coalition,
have collapsed.

Even economy-minded politicians are
put under exceptional strain by Ireland’s
super-fair electoral system. Under the
type of proportional representation called
the single transferable vote, each constit-
uency returns members of more than one
party. There is competition not only be-
tween parties, but between rival candi-
dates for each party. A constituent who
wants a favour directs the request first to

* the politician he or she voted for, and lf

unsatisfied switches promptly in revenge
to that person’s main rival. {

Majorities are usually small, and one
malcontent voter may swing the votes of ; a
whole family, clan or village. The politicgl
future of senior ministers often depends
on securing a new housing subsidy for an
old lady, or a job for her grandson. It is
wonderfully democratic, and (together
with incredibly low ministerial salaries)
ensures that Irish politicians remain prop-
erly humble. It also ensures that small but
necessary economies—the closure of a
creamery, a sugar-beet factory, a branch
railway—do not get made; and that large
but painful economic measures, such as the
nation desperately needs, are ruled out.

The new element in the coming elec-
tion is the new Progressive Democrat
party, committed to stiff expenditure cuts
and almost equally stiff cuts in personal
taxation. Whatever their score of votes,
they should ensure that economic ques-
tions are fully argued out this time.

Yet the next government will most
probably be formed by Mr Haughey and
his rural-based Fianna Fail supporters,
longing to hand out money after four
years in opposition. Irish bankers fear
that, to their shame, the International
Monetary Fund may have to step in to
impose the stringency that their own
pohtlclans cannot muster. Some pohtl-
cians should be pleased if outsiders did
the dirty work that they know is needed
but cannot do themselves.
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