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Beware of bosses
bearing gifts

Companlu should take every

to lobby government
in the inlenlu of shareholders,

Dick Cheney's energy taskforce
was lobbied by Enron but his
report seems to have made only a
few to the

they operate ln Politicians, regu-
lators and civil servants should
want to learn more about what
goes on in business and the con-
of executives. But unless
exchanges between government
and the private sector are open
and transparent, they will in-
evitably be seen as corrupting
the political
Enron’s relationship with gov-
ernments around the world is a
case in point. It was operating in
new businesses using advan
financial engineering to trade
energy and about 2,000 other
Cammudlllh Kennem Lay, its
, N to persuade
pollﬂcllnx and regnlnlon to
deregulate the energy indus
ign donations were pnn
of his armoury. In the US, for
example, Enron donated almost
$6m to federal candidates and
parties between 1989 and 2001. It
was among the 50 biggest organi-
sational donors in the 2000 elec-
tions. The $113,800 (£80,700) given
to President George W.Bush
made it one of his largest sup-
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porters.

On one level, Enron looks to
have thrown much of the money
away. Mr Bush has done it few
favours since entering the White
House - he rejected Enron’s
advice to support the Kyoto
treaty on global warming, which
would have boosted trading in
energy permits. Vice-president

energy trader.

Yet the company's lobbying
efforts have clearly been success-
ful in the longer term: during the
1990s, the industry was reshaped
by legislators and regulators in
ways that helped Enron to grow
into the world's sixth largest
energy group. lodge, for-
mer chairman of its European
arm, has explained that much
smaller donations in the UK of
£36,000 to the Labour n-ny and
£20,000 to the Conservatives had
bought Enron “access”. His can-
did admission makes clear the
insidious aim of the company's
campaign contributions: they
opened doors to those making
tmpomm political decisions.

‘When the decisions over a
new and little-understood busi-
ness activity,
decisive in the outcome. The
best protection against such
distortion of the political process

iscredited in the pub-
lic’s mind and haem-
orrhaging _political
the Euro-

Supported for more than four
decades by an alliance of political
and lmnlnzl interests, B\lmpn

which costs
lhln cmm (mhn) a year or
the EU's total annual
hudn'l is being overwhelmed by
external and domestic forces.

In the short term, the CAP
must cope with the demands
brought on by a new round of
negotiations on global trade liber-
alisation agreed at Doha. At the
same time, EU leaders are work-
ing to adapt the CAP so that it
can cope with up to 10 mainly
eastern European countries join-
ing the union by 2004. The first
important stage in that shift is
expected to come today when
Franz Fischler, the EU’s agricul-
ture commissioner, sets out his

Many EU members are also keen
to agree overall changes to the
CAP before the first wave of
enlargement. Failure to do so
would give the new members,
with their powerful farming lob-
bies, an equal say in policy.
These jures come on top of
European citizens’ growing disen-
with the CAP. Many

s of
donations by both the giver
and the receiver. When there
are accusations of undue influ-
ence - as there m with Enron —
records of meetings between
donors and officials should be
publicly available. Mr Cheney
could release the information
needed by Congress for its probe
into Enron's influence on his
energy taskforce without prejudi-
cing the constitutional rights of
the executive.

hold the policy for

Seeds of change

Governments dislike it, citizens distrust it. Now global trade liberalisation and enlargement offer a
chance to replace Europe’s costly and cumbersome farm support regime, says Michael Mann

encouraging the intensive farm-
ing methods they have come to
associate with mad cow disease
and foot-and-mouth disease. Ger-
many, meanwhile, historically
the EU’'s paymaster, has sig-
nalled a marked change of atti-
tude towards the CAP. And yes-
terday Britain underlined its
determination to lead CAP
reform when an official commis-
sion into farming called for a sig-
nificant speeding-up of cuts in
subsidies and their

Summary justice

‘The Bush administration should
not be surprised by criticism,
mostly from abroad, of its hand-
ling of al-Qaeda and Taliban pris-
oners in Guantanamo Bay.
US administration’s insistence
that it alone should determine
the status of the captives has
understandably given rise to
concern that it is careless of
international law and conven-
tions. The suspicion is that, hav-
ing built an international coali-
tion against terrorism, it
nonetheless will act unilaterally
whenever it cl

The concern reaches beyond
the immediate conditions at
Camp X-Ray and the strong feel-
ing among most European gov-
ernments that some, at least, of
the prisoners should be accorded
prisoner-of-war status under the
Geneva convention. America's
allies are asking: what next?
‘Washington has yet to provide an

answer.

The US intends to transport
about 400 prisoners to its Cuban
base for “processing”. But the US
has not thought through the
legal processes that might follow
interrogation.

Washington should now act to
restore confidence in its handling
of the prisoners. First, it should
constitute a competent tribunal
to determine the status of the
detainees, consistent with the
Geneva convention. It is highly
likely that a good number of the

ed al-Qaeda and Taliban

members do not meet the PoW
definition.

In reality, the status of the
detainees may make little differ-
ence to the conditions of their
detention. It could change the
form of their trial, although the
US has not yet dedded what
forms of tril

Second, the ldminmnuon
should speed up preparations for
the military tribunals that it may
use to try those against whom it
has solid evidence of ter
In December, there were indica-
tions that it was willing to allow
public tribunals, grant a pre-
sumption of innocence and
require a unanimous verdict for
the death penalty. These would
be welcome concessions,
although there must also be a
right of appeal to a civil court.

Third, Washington should be
ready to di w best to deal
with other prisoners, many of
whom it may suspect of terror-
ism but lack evidence to prove it.
It appears willing to hand over
some detainees to their own gov-
ernments but has not decided
under what conditions. Some
countries, such as Britain, have
anti-terrorist laws with extra-
territorial reach. Others, though,
might let the detainees go free.

Bringing suspected terrorists to
Justice is not just a US problem.
But in making up the rules as it
goes along, ‘Washington has
made the unenviable task its
own.

replacement with payments for
environmental schemes.

All this has coincided with the
“mid-term review" of modifica-
tions to the CAP agreed by EU
leaders at the 1999 Berlin sum-

the CAP

lloru] market support towards a
broader rural development pol-
icy. Brussels is calling it “evolu-
tion”. The result is likely to be
more of a revolution by stealth.

Rural development measures
are cofinanced by national trea-
suries, which means their wider
introduction would answer Ger-
man demands to control the cost
of the CAP. They also have the
advantage of being more accept
able to public opinion, better tar-
geted to meet needs and resistant
to attack from the EU’s trading
partners.

“The Commission is seeking to
shift support into rural develop-

Caspari, managing director of
CEAS Consulting, agricultural
policy analysts at Imper\.ll Col-
lege, University of Londor

Reforms to the CAP ovv.-r the

past 10 years have already suc-
ceeded in slashing the proportion
of the budget spent on market
support measures in favour of
direct payments to farmers. But
these changes have proved insuf-
ficient for Germany, which is
now calling for radical reforms to
a policy it defended staunchly for
four decades. The country's
about-turn is inspired as much by
a desire to limit its contributions
to the EU budget in the build-up
to a big EU spending review in
2006 as by the more consumer
and  environment-friendly
lyprolch adopted by Renate
the Green politician who
hecd.l the food and consumer pro-
tection ministry.
For Mr ﬁschler. the mid-term
a last opportunity
to bu.lld hlmsel( a legacy as a

cent of the budget.

“Mr Fischler will do what's
necessary this yea ¢
going to wait until 2006, says an
aide. “We're looking at a
‘greener’ CAP, with more pay-
ments decoupled from produc-
tion, which means more co-finan-
cing by Soversmett; Mr Fischler
feels that whatever is necessary
to make the CAP future-proof
will have to be done immediately,

per cent by 2004 and possibly 20
per cent by 2006.

Mr Fischler's preference for
rural development policy is clear
in his proposals for the enlarge-
ment negotiations. Enlargement
will add more than Sm mostly
poor farmers to the already hefty
CAP bill. That prospect would
make a regime still largely based
on price guarantees, export subsi-
dies and heavy market interven-

‘We’re looking at a
greener CAP, with
more payments
decoupled from
production’

tion untenable after
the current EU budget period
expires in 2006. To solve the prob-
lem, the Commission plans to
establish a 10-year waiting period
before farmers from the acces-
sion countries can qualify for full
access to direct farm subsidies.
The Dutch government argues
that the gradual phasein of aid
to eastern European nu'mcrs
should be ¢ the

reformer after EU
his original plans in

Berlin. But he also knows his
prvpouh t have the support
Jﬂll Gh\'uny. French

ann mlnmer has tal crypti-
cally of using reform n a means
of achieving “reorientation” of
Ihe CAP But neither Jacques Chi-
president, nor Lionel

Jmpm prlme ‘minister, s likely
to give ground on agriculture
until after the June elections, for
fear of provoking the farm lobby.
Mr Fischler's main aim is to
shift a greater share of the CAP
budget towards “rural develop-
ment”. Currently, rural develop-
ment - anything from environ-
mvnlll measures to creating
icultural jobs in rural
areas - accounts for just 10 per

not in 2006.” To finance the shift,
Mr Fischler proposes to skim off
a proportion of direct subsidies
paid to each farmer and put the
money in a pot for rural develop-
ment whemu topped up by
national goy

This conwp( called “modula-
tion” in EU jargon, already exists

up by only
UK, France -nd Portugal. The
Commission now wants it to be
compulsory and to take a much
greater share of the budget.
Under proposals by the UK's
commission yesterday, Britain
would increase its modulation
payments from a planned 4.5 per
cent of total direct subsidies to 10

gradual phase-out of aid lo wn(
ern farmers. “A possible fall-back
option could be phasing in the
system of direct support in the
new member states, while at the
same time xrlduall)' reducing the
existing :uppon it said in a
recent policy paj
This idea Dl “degrm ity”

gradually reducing the level ol
direct aid - is given prominence
by the German government in a
recent memorandum on CAP
reform. It says that, with enlarge-
ment imminent, the mid-term
review offers a chance to carry

out “urgent and necessary
reforms”.
The goal, Germany say:

should be the abolition of EU-
funded buy-ups of surplus grain

and the compulsory setting aside
of land and the eventual intro-
duction of a “single area payment
as compensation for the mainte-
nance of the landscape linked to
specific ecological and socio-
economic criteria”

Such a system would make the
EU’s life casier in the coming
world trade talks. Spending less
on direct support for farmers and
more on measures “decoupled”
from production - such as rural
development programmes -
would protect that money from
attack from farm trade liberals.

major remodelling of the
EU's agricultural subsidy struc-
ture would appear to be inevita-
ble to meet the demands of any
new world agricultural trade
agreement.” says Brian Gardner,
farm policy analyst and publisher
of Food Policy International.

The Key to the future lies with
France. Its initial reaction to the
German ideas has been a cau-
tious welcome and relief that
Germany is no longer talking
about national co-financing of
direct farm aid, which upset the
French in the run-up to Berlin.

But if Mr Fischler can garner
French support for his move to
build a rural development policy
- where measures are co-funded
from national budgets - the
effect would be to introduce a
large measure of national CAP
financing by the back door.

Circumstances in 2002 mean
that the conditions for change
will never be as favourable again.
The Fischler review is an oppor-
tunity he will not want to miss.
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Politicians should keep out of

Board must execute strategy for shareholders

From Mr John Mayo.

Sir, John Kay's report (“A vital
item is missing”, January 29)
provides a useful statement
about the

Germany’s fix

Only the most sympathetic
European will resist an element
f

o
many's budgeta:
many insisted on the stability
and growth pact at the 1996 Dub-
lin summit. But Germany’s defi-
cit is the first in the eurozone to
hover around the 3 per cent limit
enshrined in the pact
The pact empowers the Euro-
pean Commission to evaluate
whether Germany has an “exces-
sive deficit” and ultimately to
impose a fine of between 0.2 and
05 per cent of gross domestic
No fines will material-
not because everyone accepts
m-n lmpmlnx fines on a
depressed economy is absurd
but because the procedures in
the pact render fines almost
impossible.

First, the pact is subject to a
potentially shabby poltcal pro-
The Council of Ministers
Wil decide by a qualified major-
ity vote whether to uphold any
warning to Germany about its
deficit. This is an invitation to
borsetrading: there willbe ques-
fons concerning favours owed to
comiies sopporting Germany.
If Germany escapes censure,
smaller countries, such as
I have

and another for small nations.
Second, a fine could not realis-

1

tically apply until 2006: it will be
known only in early 2003 whether
Germany's deficit has exceeded 3
per cent; there is a 10-month pro-
cess between reporting the fig-
ures and any sanctions; and for
two further years, the sanctions
are not fines but non-interest-
bearing loans to the Commission,
returnable at any time.
Although the pact has helped
improve fiscal discipline, Euro-
pean ministers and officials
understand its limitations. Last
summer they explicitly chose to
use cyclically adjusted measures
to define the European Union's
broad economic policy guidelines
on fiscal policy. The European
Central Bank and financial mar-
kets are equally sophisticated.
With little intellectual or prac-
tical underpinning, it would be
senseless to invoke the excessive
d!ﬂtlﬂ proevdun against Ger-
it would be an exam-
Pk M om:m. interpreting EU
strictly. But rules
euro-

of
operational management and the
primary role of a business in
satisfying its customers, that few
would argue with. Indeed, as he
points out, I did not make this
assertion in my articles a week
earlier, as I had taken it as read
1t is a shame that he did not go
on to build on these sound
foundations by examining the
specific facts of the case.

Mr Kay's thesis assumes all
companies are focused so that
the board's job is only to improve
their performance and position in
their sector, obviously by
pleasing their customers.

In the real world, each
company is different, owing to its
history. Many companies evolve
with multiple business units that
have different customers,
different products, different

technologies and quite often
nothing in common at all.
GEC/Marconi was such a
conglomerate. When Mr Kay
says the board should have
restricted itself to operational
improvements that would enable
it better to please its customers,
was he thinking of defence
ministries, police forces, power
train

separately listed global leaders
in power, defence and
communications, rather than
in a conglomerate made up of
a serles of weak market
positions. It required a series
of momlnlud acquisitions and

ot Sitetitie depock o
strategy s, I beleve,the duty of
when the

operators, hospitals, petrol
station owners, postal services,
manufacturing companies,
high street retailers or

hareholders demand change

and, like Mr Kay, prefer focus.
Who eise, other than the board

of a conglomerate, can do this for

When a manageme!
inherits such a situation it
cannot avoid making the
strategic sectoral capital
allocation decisions that he
derides as “meta-fund

management”. Even choosing to
do nothing is a deciston.

In the case of GEC/Marconi,
our strategy was o try to give
the shareholders the chance to
participate directly in three

break-up bidder or raider. Aren't
they meta-fund managers?
Shouldn't public company boards
look after their shareholders
interests themselves? It is in this
real world context that strategy
and actions should be analysed.

John Mayo,
1 Ellerdale Close,

Hampstead,
London NW3 6BE

Publsned s are aks0 avalatie o0
e FT wetsie, htp./ e 8.com

daily management of NHS

From Mr Steve Dewar.

Sir, The state of the NHS
should be a matter of heated
political debate (“Party politics
and health”, January 25). Our
proposal to place the NHS at
arm's length from government is
not a response to the thunderous
row over Rose Addis, nor an
attempt to stifle future rows that
are the stuff of politics.

What we want to stop is
politicians being drawn into the

ailed management of each and
every hospital and GP surgery.
Politicians may be tempted to try
to control every detail of change

an organisation employing

a million staff and then claim the
political credit for improvement
- but it is self-defeating.

It leaves those leading the NHS
constantly looking upward to
political objectives and politically
expedient timetables. Instead, we
want them to be more responsive

to the needs and wishes of their
patients and their local
communities and less buffeted by
political tampering. After all
politicians have a much more
important Job to do, not least in
establishing a real ministry for
health rather than just for health
care. We, like you, recognise the
power of legislation to formalise
and safeuard that devolution of
power. The government talks the
language of devolution and
promises greater independence
for some NHS organisations and
greater choice for some patients,
but these do not go far enough
Our proposals are about making
amore radical vision meaningful.

Steve Dewar,

Acting Director of Health
Care Policy,

King's Fund,

London W1G OAN

The resilience of US consumers is rational

From Mr Daniel J. Aronoff.

Sir, One of the most surprising
features of the current economic
downturn is the resilience of the
US consumer. Martin Wolf
e

llvm" January 23) refers to the

not
the currency with profligate bud-
et policies. US states, for exam-
ple, are prohibited from deficit
financing on anything other than
the shortest of terms.

that exacerbates
a downturn or is absurdly
Impracticable.

of
and, like many oth!r
commentators, he sees the
resilience of consumer spending
rooted in some form of irrational
l!hlmur Before Wmmn(
he consumer to stupidity, 1
lﬂ-‘ lhll Mr Wolf and others
more reasonable

uxﬂ.lnnkll lor stability in
consumption

 Many economets have long
subocibed to the Vdea that

!

individuals make their
consumption decisions on
forecasts of their earnings over a

“permanent income” is rational
and sugees suggests individuals will
attempt to smooth their
consumption over time. But
|ndlvt::hl.l.l are often precluded

consumption-
smoothing htmlll!ﬂtn lmbll"y
to capitalise their assets

future earnings power I‘nl
manner that would enable them
to borrow when income is

ly low.

Over the past 10 years,
however, there has been a
revolution in consumer financing

r

in the US, extending credit for
home equity loans, credit cards,
lines of credit and other
instruments that, for the first
time, enable a sizeable sector of
the population to smooth their

Not much choice in private care

From Mr Keith McDowall.

Sir, | know nothing about

anaesthetists but S i ﬂnd In the
FT Dr Adrian Bull,

director of PPP, drmn\dl

better choice for the consumer in

private medicine and mot

transparency is a conversion

worthy of St Paul (“Call for more

transparency over private health

care fees”, January 22).

As the dominant medical
insurer in London and the south-
east for several years, Dr Bull
consistently insisted cardiac
patients go to the Wellington and
Hay Street Clinic which PPP
controlled with the Columbia
group. And PPP strongly
to the Office of Fair Trading that

1

there was too much choice for
private cardiac patients and
medical specialists in London.
‘The trenchant opposition by
PPP to competition was the
principal reason why the Heart
Hospital, probably the finest
cardiac facility in London,
recently gave up the unequal
struggle and was sold to the
NHS. Most of the staff have now
quit and few private patients are
admitted. Thus PP domination
of private health care in central
London continues - not much
cholce for consumers nor much
transparency there.

Keith McDowall.
London N1 1HR



