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A new policy divide

across the

Atlantic

Monetary policy has rarely been so different

Their analysis was so similar: the US
Federal Reserve said on that
mmnmnm-mmmzm

berg, lhn Eurvpnn c.ntnl Bcnkl
president, concurred yesterday

he talked about “reduced

pressure”; and both central banks
expressed concerns about uncertain
economic their

he fed funds rate o 1% per cent; the
BCB did nothing, leaving its headline
rate at 3% per cent.
of England, too, deserves a

‘mention. It left UK rates at 4 per cent
yesterday but its economic analysis is
impossible to fathom because it has yet
to become as transparent about its
decisions as its more important coun-
terparts, The Old Lady of Threadneedle
Street still enjoys clinging to a mis-
placed sense of mystery for two weeks.

be accused of timidity. Relative to
inflation over the past year or expected
price rises, real short-term US interest
rates are now negative. But Alan
Greenspan, the Fed chairman, and his
colleagues on the Federal Open Market
Committee may still be suffering a
little from over-optimism.
The FOMC concluded that after its
action “the risks are balanced” with
to the prospects for price stabil-
ity and sumxmle economic growth.
Recent evidence suggests otherwise.
Forward-looking indicators have been
miserable, US consumer spending

LETTERS

The world needs the US to continue
promoting trade liberalisation

From Mr Daniel J. Aronoff. ween the US and Brazil.
slr.lhmnwulpunndwlymll- to the
the fundamental case for tly enacted US Farm Bill will
-clwnumm'ltbthem cause a $2.4bn reduction in export
opportunity lagriculture] is the earnings each year, whereas exports
sector in which there has been the would increase by $831m a year if
...the mmuﬂnmmu
benefits of liberalisation are US were . So Brazil
large” (“Doha must increase its export earnings by $3bn a
weed out the world's farming year if the US were to dismantle its
subsidies”, November 6). agricultural tariffs and subsidies.
Dismantling trade barriers and a is in relation to the
subsidies in ure would increase  size of Brazil's net external debt of
static welfare in both exporting and $172bn and could help to restore
im) countries by a very large investors’ confidence, which is needed
. Another munlheﬂlth!daﬂmmd
liberalisation would be to ameliorate Brazil and stabilise its
currency pressures lhﬂ)shllb‘lna
mw«wmm consistent proponent of trade
by increasing foreign currency liberalisation. In the 1990s, it pushed
3 for reductions in agricultural subsidies
Consider bilateral agricultural trade  in the Uruguay round, and in 2001 it

supported the Cairns group’s call for
elimination of all trade-distor

i
lndthuuhenbeulmlhe “most
obscene protectionists”.
‘The world needs the US to promote

trade liberalisation. Let us hope it soon
proves Duhalde wrong.

The Companies,
Bloomfield Hills, M1 48304, US

wi
It was welcome that Mr Duisenberg
denied that the decision to hold rates
was motivated by a desire to teach
polllldlnl a lesson for backsliding on
fiscal policy and structural reform. M
Duisenberg was also right to mnlnd
European politicians that Imetnt nlA
cuts alone cannot generate long:
growth. But the rest d the ECB's hﬂ-‘
on holding rates steady simply does not
stand up to scrutiny.

Eurozone inflation, apart from in the
very short term, is moderating and eco-
nomic growth has not matched expect-
ations. If there could be a better
description of circumstances ripe for
monetary policy stimulus, especially as
there is little doubt in Europe over its
effectiveness, this was it. The ECB's

that it had actively discussed
cumng rates was no wbmune Big
deal, sai markets ~ reason.
In m: US, the concern Ls that mone-
tary policy activism may not be effec-
tive. In Europe the worry is about
effecting activism on monetary policy.
It is a new transatlantic divide, wmcn
should trouble us all.

The SEC’s new start

Paul Volcker is the man to fill the void

To paraphrase wmsmn Churchill
Harvey Pitt did ¢ ible thing
this week. But onl)’ after he had
exhausted every possible alternative.

‘The resignation of the chairman of
the US Securities and Exchange Com-
mission, tendered in the dead of elec-
tion night on Tuesday, is a welcome
end to one of the more remarkable epi-
sodes in the dismal history of regula-
tory mismanagement.

But it also presents an opportunity,
at the very hour of President George
W. Bush’s political triumph, for the US
to start afresh on the still urgent chal-
lenge of restoring investors' confidence
in the integrity, transparency and reli-
ability of US financial markets.

Mr Pitt’s reign of error harmed inves-
tors, undermined the SEC and sowed
confusion among financial institutions.
It is not simply that his unique combi-
nation of klutziness and chutzpah was
a distracting sideshow from the drama
of corporate greed and accounting
fraud. More than that, his ineptitude
weakened the SEC's ability to do its
Job, ceding authority to other, less well
tested and less well intentioned institu-
tions and people.

If there had been no Harvey Pitt, it is
conceivable there would have been no
Sarbanes-Oxley financial reform bill.
We might have had a more activist,
more focused SEC, capable of deliver-
ing necessary reforms. If Mr Pitt had
remained the outstanding private
lawyer he was 15 months ago, Eliot
Spitzer might still be nursing his
political ambitions through the rela-
tively harmless pursuit of locking up

axe murderers in upstate New York.

What now” Beyond obvious require-
ments for the job, such as solid finan-
cial market credentials and a back-
ground in regulation or enforcement,
there are some special faculties the
new SEC head should

First, political reach. Of course Mr
Bush will nominate, and a Republican-
run senate will confirm, the chosen
candidate but to pick a party placeman
would be a grave mistake. Better to
find someone of genuine bipartisan
standing. He or she will need the
administrative experience to get the
disparate market-based and state bod-
ies to work together, reversing the cen-
trifugal forces at work among the vari-
ous regulatory agencies. A third
requirement is strength in presentation
and leadership. It is not enough for the
SEC to orchestrate change from behind
the scenes. Public markets demand

and

Trade preferences have divisive effect

Novembnmbmhuwunmdmm(

Heob-m'nm(dﬂ\'ehuu
countries queue up to join such pacts.
But if nearly everyone is in a gang, you
may feel safer being in one yourself.
‘nhmdounm make gangs a good
thing.

He asserts that customs reform and
the development of regional
nfrastru

icture are prompted by
regionalism but fails to note that they
can equally be pursued without trade
preferences if the partners wish.
He argues the need for north-south

alliances to galvanise the Doha mund
into large global
fails to show how free trade
agreements assist such alliances. In
fact, preferences usually have the
upposiu nﬂm the rents they create
0 oppose multilateral
nhpnnnnen Whll was the Africans’
GW pro quo for the Doha round? Not
non-discriminatory liberalisation of
markets but preservation
of their preferences in Europe with a
Warld Trade Organisation waiver for

Cotonou agreement.
m concedes that developing
countries are critically short of
negotiating capacity but claims that
FTAs will add to capacity. North-south
negotiations are costly and complex -

nkl)nsuulhAmmmonhﬁChunm
about the European
Union - and they will certainly absorb
resources. And FTA negotiations are
different from those at the WTO, so
any capacity created will be of little

ir
legalities and institutions are also
different.

Your editorial was right: if we want
Doha to succeed for developing
countries, we need to simplify the
agenda, not load it with regional
sideshows.

L. Alan Winters,
University of Sussex,
Brighton BN1 9SN

Positive effects
of climate levy

From Ms Rebecca Willis and others.

Sir, The Confederation of British
lnduury is wrong to luum that

Tt energy
uxnuon (“lnduslry hit by ‘flawed’
climate change levy”, November 1). A
survey undertaken by the Policy
Studies Institute and Green Alliance,
with support from the WWF, shows
that most businesses favour taxation
as the best way of reducing carbon
dioxide emissions and tackling climate
change.

They want government to make it
more expensive to pollute the
environment, and cheaper to protect it,
by switching to renewable energy. for
example.

In contrast to the CBI, our survey
saw positive effects of the levy,
including a switch to renewable
energy, and more investment in energy
efficiency. Businesses want
government to send clearer signals
that the UK is serious about tackling
climate change, so that they can have
the confidence to change investment
patterns.

The CBI's negative stance

A
strong leader would also help restore
morale among SEC staff,

‘The international aspect of the job is
important too and sensitivity to US
markets’ global role would be desir-
able. Sarbanes-Oxley needs to be inter-
preted in a way that does not place
onerous burdens on non-US issuers.

‘There is one candidate who fits all
these bills. Paul Volcker, the former
Fed chairman, has the experience,
skills and stature to lead the SEC out
of its mire. He is, or was, a Democrat,
which might make the Bush adminis-
tration skittish. But if they are really
serious about change, could there be a
better way to show it?

Ringing out the old

China's new leadership must evolve or die

The spectacular skylines and manic
energy of modern China overwhelm
the first-time visitor. But the country's
opaque and antiquated process for
transferring power dulls the senses of
old-time China watchers.

, the leadership of the Chinese
Communist party goes into a huddle to
conjure up a new line-up of leaders.
But all the requisite back-slapping,
arm-wisting and hard bargaining have
already taken place in a succession of
smoky, closed-door meetings over the
preceding months.

It seems almost certain that Hu Jin-
tao, the colourless vice-president, will
eventually succeed President Jiang
Zemin, while Wen Jiabao, vice-premier,
will replace premier Zhu Rongii.

A seamless transition will seemingly
be effected between China's third gen-
eration of Communist party leaders
and its fourth - without the need for
messy and unpredictable elections.

But there are several reasons to
believe that all is not as serene as it
seems on the surface.

The first consideration s that the

the and drive of Zhu Rongil,
plledriver of the decade of eco-
nomic reforms, will be sorely missed.

quickly fade from the scene. Mr Jiang
seems bound to retain considerable
influence and has been careful to bol-
ster the authority of hh own protégés,
such as Zeng Qinghos

The hope is that lhu might ensure
continuity and consistency of policy.
The danger is that it will only foster
the factionalism that has marred Chi-
nese politics in the past.

Moreover, the new generation of
leaders has a formidable checklist of
challenges, starting with ensuring its
own political legitimacy but spanning
the entire way in which the country is

governed.

One China- w-lcher mmplrel this
task to a classical din-
ing table. At Dﬂ’ﬂll lh: table is sup-
ported by one central pillar in which
the Communist party, the government,
the big banks and the state-owned

enterprises are all intertwined.

But the design must be to turn those
four constituent parts into free-
standing legs to support the ever-
expanding table.

The government must be left free to
govern, the banks must make loans
according to commercial risk, not polit-
ical instruction, and companies must
thrive or die in the marketplace. If this
cannot be accomplished, the table may

le over.
But if the authoritative third-

generation leaders at the height of

their powers could not redesign

na's political furniture, what hope is

there that their weaker and more frac-

on an issue that
we all, even trade associations, will
need to face up to before long.

Rebecca Willis,
Director,

Green Alliance

Professor Paul Ekins,

Head of Environment Group,

Policy Studies Institute

Robert N

apier,
Chld nmnlve.
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Airlines should charge for
excess body ‘baggage’

From Mr David Sinclair.

Your article by Michael Skapinker
(“Facing the facts on fat”, November 6)
only scratched the subcutaneous layer
of the obesity problem in relation to
airlines.

An airline is paid to defy gravity and
move weight from one point to
another. Their charge for excess
baggage reflects their desire to limit
that weight and thus save fuel costs. Is
it not perverse that I, weighing less
than 80kg. should have the same
baggage allowance as a fellow traveller
of 100kg or 150k

Airlines should adopt a system like
that used by postal services and

TS.
They should sell tickets at different
prices depending on the weight of the
“package” to be carried. At check-in,

the passenger and his/her baggage
would be weighed together and, if the
appropriate ticket had not been
purchased, there would be an excess
cl

harge.

Above a certain weight a passenger
might even become entitled (or
compelled) to sit in a larger seat. This
would also avoid the embarrassment of
the flight staff having to make an
objective judgment as to whether a
passenger was “fat” or not.

An additional bonus to the airlines
would be a really accurate record of
the payload thus enabling them to take
more cargo or less fuel and keep down
cost

David Sinclair,
Isington,
Alton GU34 4PW

Britain’s limited role in Airbus

From Mr Stephen Aris.

Sir, Paul Betts gives a most
interesting account of the differences
between Anglo-American and
European business models (“Slump
intervenes in capitalist culture clash”,
November 6).

In the article, he quotes a senior
former Airbus executive as saying that
“the British brought pragmatism

and ... helped to impose Lobofstrerty
dhdpnm and commercial skills
lacking in their European
counterparts”.

This L‘ Blldlnx the lily a bit. What

has been forgotten is that the

British withdrew from the Airbus
project before it was properly

launched and stayed out for nearly 10

years.

By the time the British decided to
rejoin, Airbus had taken shape.
Britain's influence thereafter was
comparatively minor.

To my mind, our involvement in
Airbus closely mirrors our attitude to
Europe in general.

Stephen Aris,
London SE10 8UJ

Cliffe plan
would ruin
prosperity

From Mr Chris Pond MP.

Sir, The decision by the Local
Government Association to support the
building of an airport twice the size of
Heathrow on marshland at Cliffe,

leader of Kent County Council, is
certainly bizarre (“Anger as report
ignores Kent's opposition to new
airport”, November 1),

Because the site is of international
scientific importance for wildlife, any

on to go ahead would be flercely

©opposed through the courts, delaying
the development well beyond the time

envisaged.

The LGA is well aware that north

Kent is an important part of the

imes Gateway, development of
which would be blighted by any
decision to go ahead with an airport of
this size.

Instead of adding to infrastructure
investment within Kent Thameside, it
would drain that infrastructure

foreseen as part of the recently
published area investment framework,
which has been carefully planned

by a partnership between
rovammam local authorities and the
private sect

An alrporl at Cliffe would damage
the prospects of prosperity in an area
that has suffered more than its fair
share of deprivation.

Chris Pond,
House of Commons,
London SWIA 0AA

A regulator to
match big boys

From Mr Austin Mitchell MP.
Sir, Sir John Bourn is right to want

up but [ hope his complaints do not
become a rearguard action to preserve
self-regulation for the UK accountancy
profession (“Regulator calls for
stronger powers to ward off scandals”,
November 4).

Self-regulation has been ineffective.
Audit failures are covered up. It took
10 years to levy puny fines on the
auditors of Polly Peck and Robert
Maxwell's Mirror Group Newspapers.

What we need is a genuinely
independent, statutorily based
regulator with the powers and
resources to take on the multinationals
that dominate auditing. Auditors must
be banned from selling consultancy
services to audit clients and the
government should consider expanding
competition, for example by opening
the field for Virgin, Marks and Spencer
and the National Audit Office.

Austin Mitchell,
House of Commons,
London SW1A OAA
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Solo thinking
from Glocer

The regular e-mails to staff from Tom
Glocer, chief executive of Reuters,
enjoy a somewhat mixed reception. But
the first non-journalist to head the
company seemingly relishes the chance
to display his handiwork with the
keyboard. Or is it a light sabre?

For a recent Glocer e-missive was
full of Star Wars references. Summing
up a well-received product day and
Reuters’ rebuttal of:hlml it hacked

lousy,
hnvnhew-erto win. May lhnfome
be with you.
lmpmnc-mﬂ no doubt, though as
one puzzied employee asks: “Weren't
the Empire the bad guys? Didn't they
lose in the end?”

Patrick’s day

Let there be no doubt. Sir Patrick
Gillam h'nnrn

g

can
task?

who
too long at the insurer and Standard

Chartered, the bank he also chairs, had
obviously feared he might cling on
until his 70th birthday next April.

One jaundiced analyst even rang
RSA recently to ask cheekily: “When
Sir Patrick turns 70 at Standard
Chartered, will he also be 70 at RSA?"
‘That's the problem with these guys:
miss your earnings forecasts, and they
start to doubt everything.

Off track

With any luck, this week’s tinkering
with Britain's train set might get the
Fat Controllers to think about an
integrated public transport system.
Tain Coucher, the man now charged
with the day-today running of the
network, appreciates the issues more
than most.

He recently finished a stint as chief
executive of TranSys where, Observer
discovers, he helped dlvnlun lhz £1.2bn
Opster smartcard project.
electronic ticket, unveiled Mlh fanfare
this week, makes hopping between bus
and Tube in London easier.

Alas, for commuters to the capital,
this particular high-tech world won't
be their oyster: as we know, Coucher's
card is incompatible with the more
advanced smartcard system under
development for the national railways.

Lee no evil

The race for the top job in English
football is hotting up. Following Adam
Crozier's resignation as chief executive
of the Football Association, several
movers and shakers from the

world and beyond have hinted that
they fancy the job.

‘They are now being joined by Mike
Lee, erudite communications mmm
of Uefa, which governs Europeas
football. Lee, a former -dmr to D-vld
Blunkett, wwld have to manage the
transformation from spin meister to
administrator - but there are many
who see him as the ideal choice.

After all, with the Wembley debacle,
the very public private partnerships of
Sven-Goran Eriksson and the possible
wbllcmmrylnhemluv-ﬂnh

meeting FA officials today to
hhmllml).'hobﬂuﬂhnlmn
doctor to run the

Voters bnte

mmmm
decent soundbites. That

mum-—mmm

centre has more lawyers (and apes) per

square inch than anywhere on earth.

Peter Caruana, chief minister and
Queen’s Counsel, has been arguing:
“No to in principle concessions against
our wishes, yes to reasonable
dialogue.” The slogan is unlikely to go
down in the history of memorable
political rallying cries.

“No to Spain” would have been a
shorter and more accurate reflection of
current sentiment on the rock. But the
linguistically challenged Gibraltarians
need not fret: the referendum will go
their way, to the embarrassment of
London and Madrid

Royal court

Since the Queen’s patchy memory
ended Paul Burrell's trial last week,
one might have expected the Windsors
to steer clear of the courts. Not quite.

Following on Lord Woolf's mock trial
staged for Her Maj's pleasure last
month, Princess Anne yesterday
breezed into the Royal Courts of
Justice.

Observer is keen to stress that it
wasn't a fact-finding trip ahead of her
forthcoming appearance before Slough
magistrates after her dog (allegedly) bit
two children. She was visiting an office
of the Citizens' Advice Bureau, of
which she is the pat

Ad lib

To yesterday's Liberal Democrat



