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Maastricht Spurs Gulf States to
Go for a Common Market

Council

their oil-bascd

economies by way of diversifi-

¢ation and intcgration.

" Economic coopcralion
to full uniformity of

OR all the harsh talk ol
trade tensions betwecn
the United States and

with benefits for
the populations of both
countrics.

The benefits to Japan have
reccived most of the attention.
Though through the ycars the
US has jorced Japan o restrict
its exporis here of cotlon tex-
tiles, steel, color television
scts, cars, machine lools, and
semiconductors, the American
market has been more open to
Japanese consumer and indus-
trial goods than has any other
major market in (he world.
This access to American cus-
tomers has been indispensable
to Japan's emergence as the
worid’s third largest cxporter,
(The US and Germany alter-
nate in first place).

Through licensing agree-

is, joint venturcs, and
E:lrml of economic coop-
Japan has [requently

-ween able to gain access (o the
best of American technology —
a process it has usced in many
industries lo take l.echnohfl-
cal leadership (iisell.

pite
that may have imited imports
into Japan over recent
decades, Japancse consumers
have been able to cnjoy the
products of IBM, Gillette,
Plizer, Ous Elevator, and many
other Amecrican companics
with subsiantiul Japanese

bargain. Indced, although it
has become commonplace re-
cenlly o denigrate American
economic performance in the
1980s, by many rcasonable
erileria Americans larcd cven
better than did the Japancse
the past decade of close
conlact.
~ Between 1981 and the end
of 1988, for cxample, real
consumplion in the United
Stales incrcased by 28 per

!
:
:
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and Development
takes greal pains (o

by Mohammed Aslam

kept the focus largely on  friendly Arub and Western
and securily aspocls  stales, such as Egypt, Syria,

of the stratcgically scnsitive  the US, Dritain and France.
region. The six GCC member-siales
The dangers posed and dis-  have taken many complemen-
ruplion caused by the long war  tary neasurcs, nolubly allowing
the smaller states each olhers clllecns to sct up
to of pooling their re- local trades, leenaing factl)

sources lo cope with any

spillover of hostilitics.

That war cnded In Augusl
1988, bul just as the GCC
statcs were rocovering from its
effects and confidecnce was re-
turmning to their markels Irag
invaded Kuwail in Augusi
1990. The shock was as crip-
pling as it was unncrving.

The aftermath of the war Lo
free Kuwait has boen compara-
tively casicr 1o deal with,
partly becausc of the confi-
denee NMlowing from the United
States-led victory and partly
because of the rapid cconomic
revival fuclied by the rebutid-
ing of Kuwal. and the opening
up ol the Iruntun, other Arab
and South Astan cconomics.

The result has been quite

tics, joint projects and conees:

economic co-operation is a world trend. The six-nation Gulf

to create a common market by 1999 to co-ordinate the oil-
Gulf states. Gemini News Service reports that Eurupean
to achieve a common monetary and economic policy seem to be
the Gulf states.

sions on customs and transit
controls.

Formidablc problems re-
main, preventing quicker ini
gration of the cconomics.
These relale to banking regula-
tions, impor! Larifls, dispari
tics in taxcs, stock nmuarkets,
subsidics and pricing patterns.
Policies and praclices on al-
mosl all these fasucs diller
widcly among Uw six. Lowels of
prosperily also vary.

3ahrain and thc UAE allow
foreign banks to opcerate and
have also become [inancial
centres of the region, whercas
Saudi{ Arabia, the biggest of
the six, and Kuwail do nol en-
courage this trend.

Share prices of regional

Gulf Co-operation

encouraging. The focus is re-
turning to the goal of ceo-
nomic intcgration. In paralicl
arc cqually encrgetie clforts o
find a post-war joint sceuritly
mechanism with the help of

evaluale national cconomic
performance on an interna-
tionally comparablc basis.
Notwithstanding rapid in-
creases In productivity for the
belter part of a contury, and
speclacular success in particu
lar industrics, Japan's overall
level of productivity reminins
even teday al hvile betier than
two-thirds the American level.
America's cconomic per-
formance during the 1980~ is
all the more remarkable be-
cause the A ncrican taxpaver
during this pcerfod bore the
burden of a better than 50 peor
cent real increasce in national
defense spending. Closer cco-
nomic ties with Japan con-
tributed to Amwcrica's 1980s
boom in four important ways.
First, a massivc inflow ol
capital [rom abroad, and cspe-
cially from Japan, allowcd
Americans Lo [inance the
1980s defense buildup without
a reduction of cither their
capital stock or their standard
of living. Sceond, the availabil-
ity of low-price, high-quality
Japanese imports, besides be-
ing a boon o Amcrican pur-
chasers of camwras, calcula-
tors, VCRs, and countlss
other products, helped
American monclary authorilics
break the back of inflation in

companies arc robust, but not
all GCC members have formal
slock exchanges. Equilics arc
traded through authoriscd
banks In the UAE: Kuwait,
Bahrain and Oman have stocks

defense, and for major in-
creases in capital formation
proved achicvable in part be-
cause they went hand in hand
with a dramalic shift aflter
1980 in the Japancse ability to
hold dollar-denominated as-
scis. tintil 1980, Japan's
Forvien Exchange Control Law
made it very difficult for
Japancse cilizens or privale
institutions to hold asscts de-
nominated in foreign currency.
This law insulated Japancese i
nancial markets from the rest
of the world and rescerved
Jaupancse savings for the ex-
clusive benelit ol Japancse
corporations and governnental
authoritics, When the law was
revised at the end of 1980, in
part as a rcsult of Amwrican
diplomatic pressure, Japancse
corporations, financlal institu-
ttons. and houscholds for the
[irst Uime were able to mect
long pent-up desires o diver-
sify their portfolios and heold
dollar-denominated assets. The
revision, which also led the
wity for the libcralization of
donwstic financial transactions
in Japan, was little nuticed (or
otherwise discounted) in the
United States at the time it
wok place. In retrospect, fow
evenls were more important
for shaping the Amcerican

Afler the Doha mceling,
Abdullah Al the coun-
cil's Assistant Scerclary-
General for Economiic Aflairs,
said had docided Lo com-
plete outsianding formali-
tes in four years.

And allcr the Kuwait 0-
nance minsicrs’ the
UAE ministcr, Al Taycr, said
the programme they had fi-
nalised “cnvisages accom-
plishment of a common GCC
monciary, banking and cus-
loms mearkcl.”

The Maastricht  accord
rcached by Lhe Eurepcan
Community on political, monc-
wary and soctal inlcgration has
created thl'; Lthe right at-
mosphere or Gulf states w
compromise and agree on
coimmon tariflls in order Lo
deal with a united Europe as a
shi and compcuUtive group.

¢ Communily s Lhc
GCC's main cconomic parincr,

In 1989 lrade amwunted Lo
ncarly 835 billlon in 1989.
Varied Gull tarills arc one [ae-
lor preventing o trade pact be-
tween the two blocs.

llowever, GCC cconomic

“"Hale an/|
farewell” 10 the f(recboeting
Bakker, who is now serving a
jadl sentence for fraud,
but other tricksters arc thriv-
y than

performance has its critics,
Kuwait! economist Dr Abbas Al
Mijren says the group’s cliorts
to diversify economics from
dependence on onc source of
income — oll, which forms up
to 85 per ecol of revenucs of
some slales — had had “very
poor rcsulls aflicr all these
docades.” |

A conecried programme (o
atllract Arab cupital Lo local in-
veslmoent schonws Is nol 1o be
cncouraged. The Abu Dhabi-
bascd Arab Monetary Fund es-
timates pul Arab lunds kept
abroad, mostly in the West, at
8670 bilhon — more than half
owned by the Gull govern-
moenis. Economists and stock
dealers emphasise that sicps
should be taken to absorb
these funds in the reglon be-
fore luring them back hore.

Onc [actor thatl makes such
a prospect realistic is that the
Gull cconomics are market-
oricnied, with [ree enterprise
and the privale soclor being
given a greater role in devel
opment plans aller the
crnments have luid oul infras-
tructurcs oul of their vast oll
incomes.

The pressing nocessily now
is to unily policics. Maastricht
is cxpocled o spur action.

MOLIAMMELD ASIAM (s on
the stafl of The Khaleef Times.
tle was formerly with the
Times of India.
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Fools' Gold Rolls in for
the Great Pretenders

Take the charismatic Anlon
von Kassecl, who strolled into
the National Westminster Bank
group's smallest branch in
Britain and coolly duped the

manager into lending him over
£3 million.
Then, driving a Rolls Royce

ked with art treasure, he

ed to his chateau near

Bordeaux, France, and was not
tracked down for twe

During his trial at London's
famous Old Bailey court earlier
this ycar, von Kassel was de-
scribed as "an exiremely at-
tractive figure, very
and very gencrous, particu
with other people’s money ”
He was imprisoned for six
years,

As summer visilors throng
round tourist attractions like
Buckingham Palace and the
White lHousc, there fs very
likclihood that “great pro-
tenders” are mingling with
them, antennac alert for
somconc suscepliblc to one of
the oldest con-tricks In the
book.

The “mark” will be wealthy,
gullible, awed by the grandeur

London jewelicr at the Royal
Mcws part of the Palace some-
times open (o the public — he
ordcred a £5,000 diamond
brooch for the Queen: then, in
ac of tactics of
such cascs, he a»s to
"borrow” a £1,200 gold-and-
diamond necklace on

The Ptntf readily :
"Col Allen™ promptly disap-
peared and has not been seen
since

ally audacious was the
South Ameftican forgery gang
who persuaded genuine US
banks lo pay out cash
sums on faked travel cheques
and bank drafls.

All had been “issued” ?'
three legitimate-sounding fi-
nancial institutions the City
Bank of Miami, the First
Western Bank and the Wells
Fargo Bank. But Lhese
did not exist. All had been in-
venied by the . most of
whom ended up behind bars.
The gang leaders are belicved
still to be at large.

Stephen Hedges, a 24-year-
old clerk from England, did
not bother to invent banks. He

called. had no link with the
real owner, Mohamed Al-
Fayed. and when Al Fayed was
scnt photos of Mo with pop
group Duran-Duran, a two-year

report — blinds many people
to the plain truth that conmen

are basically lazy, very badly
twisted cheats !'rnmrrwhm

protection,

The depths of heartless
avarice o which conmen fre-
qutﬂlym-ﬂiquh-
trated in the case of Rohan
Bisasctt

Employing a deviant varia-
tion on the unpleasant
on rich but

of proyt
women (manipulating and

The closure of the Bank of Credit & Commerce International, better known these
days as "The Bank of Crocks & Criminals |
division between success and failure in high finance. Few know this better than
confidence tricksters, that infamous band of lone wolves who defy an insecure
world with ever more audacious rip-offs. Gemini News Service reports.

rated,” illustrates the thin

of these residences and se-
cretly wishing to own a simi-
lar-stzed mansion. Offcred the
chance to buy either of these
great houses, they jump at it

Arthur Ferguson “sold™ not
only Duckingham Palace ["The
Queen can no longer keep up
the morigage repayments,” he
gravely assured his victim), but
also disposed of a 99-ycar
“lcasc” on the White House for
$100,000 and acccpted a
‘deposit” for an Identical
amount on Lthe Statue of
Liberty.

Quecn Eltzabeth's main res-
idence was also used iIn a
checky scam by a well-spoken
swindler posing as a represen-
tative ol Her Majesty, one
"Coloncl Allen.”

Having arranged 10 mect a

Issues of t_{xe Nineties

Exchange and raiscd the
offictal discount rate for the
lirst time in nine years,

In lHght of Lthis change in
Japancsc policy, the gelden
age of the Japancse finance of
American prosperity may well
have ended. A rise in Ja
interest rales of almost [ive
pereenlage poinls in  little
more than two ycars, the 40
per cent fall of the Tokyo
stock markct in 1990, a dec-
cline in the houschold sa
ratc, and the end of the
Japancsce governnenl's budget
surplus all make it more likely
thal Jupancse investors will
usc more of their savings at
home during the 1990s.
Alrcady Japan's nct capital ex-
ports have fallen from 4.6 per
cenl  of GNP in 1987 Lo less
than 1 per cent of GNP in late
1990. And whilc the American

M

The Americans who have bought Japancse cars, cameras, calcula-
tors, and VCRs have done so voluntarily and have presumably
thought they benefitted from them. So, too, have the American manu-
facturers that have purchased Japanese semiconductors, steel, and

machine tools.

“_m.

_the early 1980s.

Third, in a reversal of what
usced to be a onc-way strect,
technology trunsfer from Joapan
in the 1980s has hcelped 1o
revitalize many Amcerican in-
dustrics, particularly autos axl
sicel. Finally, the enwrgence of
Japan as a nujor imporier of
manulactured goods has playod
an important purl in Amcrica's
extraordinary cxport-led man-
ufacluring boom of the pasi
few ycars. This market is so
inviling that Japancsc con-
sumcd 8374 worth of
Amcrican  importls per capita

in 1989, while Amcricans con-

sumcd only 8360 worth of
Japancsce imports per capila.

The Liberation of
Japanese Capital

From 1980 to 1989, the US
borrowed a nct total of 8650
bilhon from the rest of the
world. Roughly a fifth of this
nel capital inflow came from
Japan — over 850 billion tak-
ing the form of Japanese net
direct investment in US facto-
rics and real eslale, and an-
other 880 billion in Japanesc
nct purchases of financial in-
sirumentis.

American demands for a
higher standard of living, for a
significantly strongcr national

. Lthe

political economy of the
1980s.
The opening of the

Japancse market to sales of
Amcrican [inancial instru-
ments may have lowered US
interest rates by as much as
four percentage points from
sky-high levels that
othcrwise would have resulled
from Lthe American delense
bufldup. In conscquence,
Americans were able o enjoy a
substantial increase fin military
preparcdness without it com-
ing at the expense of thelr
standard of living or their capt-
tal stock. Indeed the mainte-
nance and continued {m-
provement of the US standard
of ltving might cven have come
al Japancse cxpense, as the
massive sale of high-yiclding
American financial products in
Japancsc capital markels
rafsed inlerest rales and cur-
tatled fnvestment there.

End of a Golden Age

Japancsce capital oultllows
were  highest from 1986
through 1988 when the Bank
of Japan followed a very ac-
commodating monctary policy.,
But this policy abruptly ended
in may 1989 as the Bank of
Japan sought to restrain
specculation ir both the land
market and the Tokyo Stock

public conlinucs Lo be con-
cerned aboul Japancese owner-
ship of American resources, in
fact, during 1949 and 1990,
Japan, by liquidating past in-

vestments, has become a net
capital importer [rom the

United Styles.
Breaking Inflation's Back

At the macrocconomic
level, the opening of Japanese
capilal markets did more than
just provide much nceded fi-
nance for the Anwrican econ-
omy. The depreciating yen,
which went hand in hand with
the opening of capital markets,
helped to break the back of US

inflationary expectlations in the -

1980s. They ecarly 1980s
marked the first time in al-
most 30 that there was a
nunwne!?c:l!n: in the price
of imported manufactured
goods. Uclween 1981 and the
end of 1986, prices of im-
ported goods fell continuously
al an average annual rate of 1.1
per cent — which in turn
helped lower the prices of all
manufactured goods in the
United States. Indeed, driven
by plummeting prices of
Japanese computer chips the
price index of all US producer
durables fcll 4 per cent from
1982 to 1990 after having
risen nearly continuously for

Gary R. Saxonhouse

the previous 50 years.

Al the microcconomic level,
Japancse compelilive pressure
has forced Improvements in
the efliciency of many arcas of
the American cconomy. Jusl as
the dercgulation of American
transportation, communica-
tions, encrgy, and [inancial
services has resulied in vigor-
ous compclition in hitherto
complacent industrics, so has
compclition from forcign
counltrics destroyed artificial
monopolics in US manufactur-
ing. Japancse firms have been
at the cutting edge of much of
this ncw competition, cre-
atively laking advantage of the
new opporlunitics opened up
by the dcrcgulation of com-
merce al Amcrica's borders.

Indeed compectition from
Japancsc and other forvign
firms has proved to be the
mosl effective form of antitrust
policy. Nol long ago, intcrme-
diate and final industrics
in the US had the power to
initiate waves of cost-push in-
Nation. Labor and munagement
engaged in unattractive public
battles, which all too often led
to lengthy strikes, as part of
the process of dividing up
monopoly profits carncd at
consumecr cxpense. These
hallmarks of an insulliciently
compelilive cconomy are hap-
pily rarc today. During the
1980s less that onc-tenth of 1
per cent ol labor [furce tinw
was lost due to work stop-
pages. Such work losses in the
19708 were three times

grcater.
Products Americans

Wanted

During the 1980s Ame-
ricans bought no less than
$680 billion In imported goods
from Japan. The Amcricans
who have bought Japancse
cars, cameras, calculalors, and
VCRs have done so voluntarily,
and hmr:eﬁruumably thought
thcy benefitted from them. So,
too, have the American manu-
facturers that have purchased
Japanese semiconduclors,
stcel, and machine Llools,
Neither the personal computer
nor the software busincss, two
of America's highest-growth
industries, would have Laken
ofl as ra as they did with-
oul the availability of low-cost,
high-quality microchips [rom
Japan.

The continuing benelits to

the American economy from
Japanese imports can best be
appreciated examining the

Sony Side Up

cosls of protectionist barricrs.
The American consumcr paid
dcarly, for instancc, as a result
of "voluntary™ quolas on auto
imports from Japan during the
1980s. According to widcly re-
spceled estimates, thesce im-
port restraints raiscd Lthe price
of Japancse cars in the US by
$1,000 and thc prices of US
cars by 81,400. Put another
way, auto import restraints in
the 1980s annually cost
Amcrican houscholds one-
third of what the S&L bailout
will annually cost American
houscholds in the 1990s.

Reverse Technology Flow

Japan is now Lhe sccond
largest source of dircet in-
vestment in the United Stalces,
aflter Great Britain. In the past
ycar, Japancse enthusiasm for
California and Manhattan rcal
eslalc has falicn significantly as
the Shuwa Company, a promd-
nent real estale concern, and
other Japancse investors have
lost substantial amounts of
moncy on Amcrican proper-
tics. Even so. the purchase by
Japanese of such cultural fcons
as Rockeleller Center and
Columbia Pictures continues o
[an nationalistic fcars of a
Japancse Lakouver,

But dircet fnvestment has
enriched Anicricans who sold
properties Lo Lthe Japancse,
and in many cascs has poured
capital inlo American conipa-
nics that necded infustons of
cash. More than 350,000
Amcricans now work in
Japanesc-owned facilities
ranging from Kikkoman's food
processing opcralions 1in
Wisconsin, to Dai Nippon Ink
& Chemical's graphic arts
group in New Jerscy o the
Green Cross-owned rescarch
and development laboratorics
in southern Californta.

Far from hurling the
American cconomy, Japancse
firms opcrating in the United
Stlales are helping it. Despite
ycars ol rising imports of
manufactured goods [rom
Japan, it was only when
Japancse [irms began Lo pro-
duce successlully in the United
Statcs that American firms be-
gan a dramatic reasscssment of
their production methods.

Just-in-Time Learning

In the 1980s, General
Motors learned from its joint
venlure with Toyota that
spcnding billions of dollars for
high technology does not nec-
essarily mean high perfor-
mance,

- Swi

- ods

simply switched £1.5 million
from the one where he worked
to a bogus company In
After that, he bunked off to
Hong Kong where, to divert
any suspicions, he pretended
to ltve modestly, meanwhile
playing the stock markets.
When the law caught wup,
lledges earned three years as a
guest ol Her Majesty’s Prison
Scrvice. 4

"Ever been to Harrods?
Honecy, | own the place.” Few
women could restst Mohamed
Yechia Sacd's devas chat-
up line about the famous
London store as he wined and
wooed his way across the US —
charging his lavish lifestyle to
the Harrods account, of course.

But Mo, as he liked to be

I'i:rh:rl the best-known
impact of Japancse transplant
practice on American manufiac-
turing has been the
widcspread adoption of just-in-
time mecthods. Spurred by Lhe
successful use of such nwthods
in Lthe Toyota-GM joint venture
al Frcemont, they have becen
widcly adopted within the au-
tomobile industry. Aulo parts
supplicrs report sharp de-
clincs of as much as 50 per
cent in the amount of space
required for production and
increcascs in overall productiv-
ity of as high as 30 per cent. In
the computcr printer industry,
NCR has becn able to turn
around its Ithaca, New York,
plani using just-in-time micth-
first publicized by
Japancse transplanis. Follo-
wing the ado of just-in-
time, NCR-1 rcporis a
drastic reduction in on-hand
inventory from 110 days'
worth 1o just 21 days. Other
improvements includc an 80
per cenl reduction in work in
process and a 90 por cent re-
duction in manufacturing cycle
tinx. Just-in-time methods do
not work for every factory, of
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course, butl they have played a
major role in revilalizing
Anwrican manufacturing.

Turnaround in Steel

No Amcrican industry in
rccent ycars has benelitted
more from Japanesc technol-
ogy and Japancse capital than
the steel industry. DBetween
1982 and 1985, the American
stcel Industry, faced with
surging imporis, ¢xcess capac-
ity worldwide, Incllective di-
versification, and low produe-
tivity, recorded an unprece-
dented S11 billion In losses.
No less than 20 per cent of
domestic sleel production was
opcraling under Chapter 11
bankruplcy proccedings. Just
a few ycars laler, ho“nzr. and
againsl all cxpcclalions, con-
ditions in the American steel
industry ifmproved dramati-
cally. In 1988 and 1989, the
indusiry revived to the extent
of carning rccord profits. A re-
structured, I smaller,
American steel industry, now
benelitting from the sharp ap-
ﬁ:ﬂlﬂhuﬂﬂ of the Japanese yen,

once again become inter-
nationally competitive In many
imporiant product lines.

While American steelmak-

dumping them gives swindlers
a sexual “high™), Dissett posed
as "Diana” in a lonely-hearts
advert. He wrote o a
20-year-old sailor who

from the aireraft-carrier Ark
Royal, and accepled gifts of

tmm.
Hawv the young
man, B:n'-ru persuaded him to

open a bank account for Dinna.

You will know you have met
onc If encounter a jobless
high spender whe, with ul-
most conviction, suggests
“lend” cash m“ﬂ::
from a "can’t fail® business to
establishing right to “a lost
fortune.”

The morc ouirageous the
pretext, the more ft
is that his scam will succeed.

— GEMINI NEWS

crs had been importing

Japancsc lechnology since Lhe
1970s, it was only in the mid-

19808 with the | of
Japanesc man m!ﬂ
capilal thatl decisive changes in
the indusiry's organization
and product mix were

achicved. In 1984, Japan's
NKK Corpomation acquired 50
per cenl of National Steel's
equity. This joint venture was
soon fol by ncw partner-
ships beciween 1) Nippon Steel
and Inland Sicel; 2) Kawasaki
Steel and Armco Steel; 3)
Sumilomo Mctals and LTV; 4)
Kobe Sticel and USX; and 5)
Nisshin Sicel and Wheeling-
Pittsburgh Steel. These joint
venlurcs, while putting the
Amcrican sicel industry on a
stronger [inancial footing, ac-
ccleraled the transfer of
Japancsc planl aulomation,
compulerizalion, and produc-
tion control sysicm tlechnol-
ogy. With the adoption of
Japancsc processing and sur-
[ace-coaling technology, made
possiblc by thcse joint ven-
turcs, Amcrican producers
have been able 1o compete at
homc and in overscas markets
once again on Lhe basis of
quality as wull as price.

The transfer of Japanese
technology and methods
through Japancse transplanted
firmis is not confinced to manu-
faclturing technology, to labor
managcment, lo asscmbler-
supplicr rclations, or just to
the¢ automobile, compuler
cquipment, or steel industries.

Friendly Rivalry

Americans continuc lo have
many legitimate complaints
about Japanese policies.
Japan's agricultural prolcec-
tionfsm not only raiscs food
and real estate priccs for
Japanese [amilies, it is wholly
inappropriate for a country
that should be bending over
backwards to further contin-
ued international trade liberal-

ization. Regulatory restrictions

on storcs in Japan have kept
down compelition [rom
Japancse and forcign retaflers
alike.

High-volume retaflers tend
to scour the world for Lheir
products; their relative ab-
sence in Japan almost surcly
comes al the cxpense of the
Japancsc consumer.

These are the complaints of
fricndly rivals, not encmics. In
sharp contrast Lo US-Sovict re-
lations during the Cold War,
the US and Japan arc locked
in a mutually benclicial em-
brace that cxiends from fi-
nancc, trade, investment, and
technology to the massive cx-
change of prople and idcas.
US-Japancse economic, soclal,
and cultural integration has
bencfilled both peoples. These
benclits will grow as the
world’'s two most compclitive
market cconomies become
even closer.



