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Comment

View from a Yankee in the eurozone’s court

Steven Rattner

a visitor from across the
‘pond, the commotion in Europe
over how to address its ﬂsm]

sprinkled into conversations, often
with little precision as to their
meaning, let alone their consequences.
Policy suggestions of every degree of
plausibility spew forth with vigour.
Nearly every of national
leaders closes with a disquieting
mélange of firm talk and a sense
that, like the US In the early days,
humpe is playing catch up nol s0

every indication of viewing Greece
as that continent’s equivalent of
Lehman Brothers, whose failure
provoked the market panic that
nearly felled the financial system.
Just as many in the US see Lehman
as too big to have let fall, European
leaders suggest that the collapse of
Ireland or Greece would unleash

Bahs show le\n stgns of havlng

processed an

from the US: !heneedmdlmﬂﬂlfsh
between illiquidity and insolvency.
In late 2008, the Jeading US banks
buckled under liquidity problems
that could be solved by temporary
infusions of bail-out money. On
other hand, General Motors and
Chrysler were insolvent; their
liabilities vastly exceeded assets;
only bankruptcy could redress that

its
hopmg they will melt away.

The eurozone does appear to have
adapted pieces of the American
experience to its own problems. For
one thing, the €440bn stabilisation
fund seems to share some
chromosomes with America’s $700bn
troubled asset relief programme,
which ultimately played a critical
role in turning the tide in the US.
Also, European policymakers emit

By every indication, European
leaders cling to the illiquidity thesis
even though many international

economists, such as Kenneth Rogoff

summit opening today is unlikely to
change that impression, with the
on.ly concrete outcomes mooted

be marginal, such as ratifying

extensions of loan maturities and
mau interest rate reductions for

So Eumpe s alphabci soup of
rescue programmes does to
address suffocating debt levels. While
the happy talk about harmonising
tax policies, retirement ages and pay
rules (not before 2013, at best!) may

European Pooh-Bahs
show few signs of having

processed important
lessons from the US
from the fall of Lehman

offer hope of improving the euro’s
longer-term prospects of survival, it
will not make an insolvent country
solvent any more than alchemy can

deny, of course,
the need for debt “restructuring” in
peripheral countries. Many EU
experts would embrace it, at least for
Greece and Ireland, albeit often
without appearing to understand that
it would probably mutate quickly
into the uglier notion of “default.”
‘That is because if “restructuring”
encompasses a significant reduction

in principal owed - as the tougher
mainded are certain it does - default
quickly moves centre stage as

result of the inability of even an

)
France's Nicolas Sarkozy and their
colleagues insist cannot happen
becaus: of the Lehman experience.
onlu.smn is not losl on
US wln:ymk In congres:
testimony, before a stop in Berll.n to
proffer advice, secretary
Tim Geithner was careful to stick to
diplo-speak but his mcssage was
clear: Europe’s issues
“enormously mmmg lncmd.lhly
tough things to
If some (x)urlmes are insolvent and
if European leaders are unwilling to
risk the chance of a post-Lehman
meltdown, that leaves subsidies from
wealthy countries to their struggling
neighbours as the most viable path
forward. Here again, America offers
an interesting comparison. Unlike
with EU members, the fiscal troubles
of US states are cushioned
Washington, often almost invisibly.
Fur exmnplo while unemployment
urance programmes are run by
m states, the federal government

| pars hl.l“hecnstolextznded

| funnelling money to states
lurd it by )nhlessmss and generally
struggling to balance their budgets.

 transfer payments - is
akin to a four-letter word, with
pnbhc npmmn l.lned up in opposition.

The threat
to Africa’s
fledgling
democratic
spirit

ommclmls appmnch from a list of
plausible outcomes.

So the noose tightens. European
leaders need to take a more stringent
look at the problems of weaker

of seeking refuge
| in 15 PAIEDEIed Mg sich €8 2
| eurobond backed jointly by member
states, a eonmpl that could bring
| participants in the common currency
| clmer but ku]rl be utterly useless
| in addressing solvency problems.
Europe should absorb a last l:sson
from the American experience: The
| longer the day of reckoning is
postponed, the greater the pain
mvolved in I‘xxm: the problem.

The writer was counsellor to the US
Treasury secretary and is the author
of Overhaul

John Gapper

Two weeks ago, 1 had what I thought
was a clever idea. | owned an iPhone
that | had not been using in New
York because I did not want to pay
AT&T's data charges of up to $45 per
month for e-mail and browsing. Why
not just connect it to the network on
a voice plan and use it for this alone
when not in WiFi range?

I inserted an AT&T Sim card and
it worked fine for a few hours. Then
1 got a text message from AT&T. It
had detected an iPhone and added a
data plan to my bill. My protests -
pointing out that it was my phone
and AT&T was not subsidising it -
were in vain. The company knew 1
had no choice. My iPhone would not
work on Verizon's network and

expensive step to stop me ever
trying to escape to T-Mobile. It
unveiled a $39bn takeover bid for
T-Mobile USA that, if approved by
US regulators, will eliminate its
major GSM co! tor in the US and
reinforce its place alongside Verizon
as a dominant US mobile provider.
Bernstein Rescarch refers to the pair
as “already a duopoly”.

The deal should be blocked by US
regulators and the Department of
Justice. 1t is not pique that makes
me say this. Unless they are stopped,
Verizon and AT&T are on their wa)
to replicating in
they exert in fixed-line u_-lephony S
broadband - lack of competition
means most consumers can only
choose between one phone company
and one cable company.

In spite of the clear antitrust
problem - AT&T already has 9%6m
subscribers and, with Verizon,
commls 80 per cent of the industry’s

fore interest and
depreuanon - it is sure enough that
it will clear regulatory hurdles to
agree to a $3bn break-up fee if it
fails. The deal, it appears to believe,
is as good as done.

The first irony of this is that
AT&’I‘ is one of the symbols of the

to AT&T’s mobile monopoly

imposing antitrust law. The original
AT&T phone system - founded by
Alexander Graham Bell - was broken
up by the DoJ in 1962 into “Ma Bell”
and the “Baby Bells”. Now the DoJ
may stand aside as AT&T turns itself
into Ma Mobile,

The second irony is that AT&T
announced its bid as Ofcom, the UK
telecoms regulator, unveiled a design

phone companies will operate fourth-
generation (4G) networks, It feared
going down the path that AT&T is
| forcing the US alons.

Competition between four

JOHN GAPPERS BLOG

Read and post comments on this column
by gOINg 10 www. ‘Bapper
To follow John and Andrew Hills biog. go

wholesale operators - in the UK’s
case Vodafone, O, Everything
Everywhere, and 3, makes it harder
to collude wru-l) on pricing. It also
means that providers such as
Tesco and \'ugm Mobile that rent
capacity on networks are better able
to bargain for decent terms. knowing
they have alternatives.

The third is that the US confusion
of standards - with a split between
CDMA and GSM third-generation
technology - is likely to be ended by
operators moving to a unified 4G
standard, known as LTE. That would
not only cut costs but make it easier
for consumers to switch among
networks, and harder for their
providers to trap them.

Yet if this takeover succeeds,
leaving the third provider
Sprint Nextel with 15 per cent of
subscribers and upstarts such as us
Cellular in low single figures, t]
benefits will be Jost. Verizon

disbos ot
5 o disuadod by blgbnslnrss from

to

avo sing the
deal this week since a 4G duopoly

would suit it very well. AT&T has
presented the deal as a means for
the US government to achieve its
target for increasing mobile

broadband coverage and penetration
- an “American company investing
billions in America”, as Wayne
Watts, AT&T’s company lawyer,
phrased it. It has promised to spend
$8bn on rolling out a 4G network to
95 pv.‘r cenl of the population.

y wraps itself in

u-m flag = blatantly, u pays to look
at the fine print. AT&T insisted that
US consolidation has not hurt price
competition, quoting a US Gena'n]
Accountability Office report sayi
that US mobile service clwges Iell
50 per cent between 1999 and 2009,
‘The report itself, however, showed
that lhnbulknllhecmsotxumd
between 1999

At that time, qus was one of
the most competitive mobile markets
in the world, with six main
providers. Consolidation has since
taken it from the top of league tables

Cortss

to the middle, on me concentration
index used by US antitrust
regulators, and this dml would sink
it close to the bottom.

AT&T also produced figures
showing that five or more providers
mpmnlmlsoflmmpmus
cities. The reality is, however, that
none of these competitors, apart
from Sprint, has more than a tiny
share and Sprint’s chances of joining
forces with T-Mobile to compete
more effectively with the top two
would be killed by an AT&T deal.

The US already performs badly in
fixed-line broadband services in
terms of price and compared
with other countries, hurt by Verizon
and AT&T having shrugged off the
imposition of competition. The last
thing the US now needs is AT&T,
which a].read) has mobile operating
margins of more than 40 per cent,
pulling that trick again.

Come on, Dod. b say no.

Kofi Annan

he desire for freedom and

jons,
democratic accountability, the rule of
law and respect for human rights
Elections are, of course, the

indispensable root of democracy. But
to be credible, we need to see high
standards before, during, and after
votes are cast. Opposition parties

as far as possible, be a level playmg
field among candidates. On polling
day, voters must feel safe and trust
the secrecy and integrity of the
ballot. And when the votes have
been counted the result must be
accepted, no matter how disappointed
the defeated candidates feel.

Too often, these conditions are not
met. The worsening crisis in Ivory
Coast is a prime example of abuse
and its consequences. November's
election was judged well-run by
domestic and international observers.

uattara was declared a
clear winner. But the incumbent
Laurent Gbagbo refuses to step
down.

His defiance is opening up old

ethnic divisions and threatens to
embroil the country in renewed
conflict. The crisis is deteriorating
rapidly with worrying reports of
forced nces, targeted
killings and widespread human
rights abuses by forces loyal to the
opposing

There is a real fear, too, that its
impact will be felt well beyond the
country’s borders. With 19
presidential elections scheduled for
Africa over the next 18 months, Mr
Gbagbo's stance risks
wider confidence in democracy and

Every time the world
turns a blind eye to
electoral abuse it is
complicit in degrading
democracy's potential

emboldening other leaders who
confuse personal interests with those
of their nation. Africa must continue
to move away from the “winner
takes all” approach to elections and
power, which has been extraordinarily
damaging to the continent.

JI the international wmmunny had

stood firmly united behind ti

integrity of the certified k'cuan
results, all this could have been
avoided. A high price is being paid
for the African Union’s delay in
re-affirming that Mr Ouattara was
the rightful election winner
agreeing a solution to ease
Mr Gbagbo out of office.

Understandably, the catastrophe
that has struck Japan and the civil
war in Libya is dominating the
attention of the international
community. But we cannot turn our
back on the people of Ivory Coast.

The AU, m parucu.hr must
immediately condemn the threats by
forces |uval to Mr Gbagbo against
the UN peace-keeping mission in the
country. Unless they do, the AU alsa
risks the safety and effectiveness of
other peacekeeping missions on the

john.gapper@ft.com

know thev are not gnlng 1o escape
fi ir actions.

Tsunamis, Seneca

Mure Dick

rom a hill above Kamaishi it is

deep in
bogzlln: Y120bn (Slﬂml ~and it
broken.

* prom the same vantage point, the
consequences of that failure are also
easily visible. Much of the town has

n el by the devastating surge
of water that was triggered by the
huge earthquake on March 11.

It might be tempting to conclude
that the lesson of Kamaishi - and of
the crisis at a quake-crippled nuclear
plant down the coast - is of the
futility and counterproductivity of
human efforts to tame nature with
technology and science.

As noted In the Financial Tlmes
letters page this week, Seneca,

Roman Stoic philosopher, declamd
nearly 2,000 years ago that death was
natural and our biggest problem is
our fear of it. Moving towns in an
effort to escape earthquakes was
pointless, he wrote.

Such acceptance of the limits of
our control over our destiny is

instantly familiar to Japanese, whose I
culture includes a rich strand of
fatalism. In the disaster zone, many |
survivors ascribe their generally
calm tic reaction to loss
as part of a traditional acceptance of |
disaster and to the lingering

influence of a Japanese warrior ethic
that Prhd the ability to internalise

Indeed zbere itriguing
similarities between aspects of
Seneca's thinking and the appmach
espoused by Zen-influenced warrior

sages. Seneca advised that i.'veryone
thould stan the mnnung with a
- an effort to imagine
ovon‘lhlng lhal muld g0 umng in
the day ahead.

“This exercise was no idle fun,”
sI\s phllmnpher Alain de Botton. “It

o prepare you (for) if
your town burnt down that evening
or your children died.”

Tsunetomo Yamamoto, an 18th
century samurai, offered a similar
prescription.

“Meditation on inevitable death
should be performed daily,”
Yamamoto wrote in one of the most
Imms d.isu[lxhnn< of the bushido

"Ewerv day when one's body and
mind are at peace, one should
meditate upon being ripped apart by

and the samurai ethic

arrows, rifles, spears and swords,
being carried way by surging

waves ... being shaken to deat.h bya
great can.h uake.”

This khld of cultivation of
equanimity can surely help us wpc
with sudden ruin or death
heighten our appreciation n{ onr
precious days alive.

But it would be nonsense to
suggv.-sl Japan's approa:.h to nxwml

disaster or risk is essentially

It would be nonsense to

disaster or risk is
essentially fatalistic

fatalistic,as the huge effort and
urces poured into the Kamaishi

brukwnter ‘make clu!
Few country’s escalators are as

veteran political heavyweight Ichiro
Ozawa once wrote, if the Grand
Canyon was in Japan, there would
fences, “no entry” signs,
attendants warning people not to go
close to the edge. The tsunami is

sure to mel enl.hushsm {or anti-

diminish 1! And umk- the limits of
science and technology have been
made clear, they remain our best
tools to limit the suffering that

warning and evacuation systems —
though too often inadequate
undoubtedly saved lives. And the
higher floors of stoutly built concrete
buildings were a safe refuge while
traditional wooden

swept away.

Experts also insist that the
Kamaishi breakwater was not a
complete failure. Though desi
for smallef waves on the scale of the

more time to ﬂee, says Tomoya
Shibayama, of Civil and
Environment ing at

Tokyo's Waseda University.
bayama says Japan should
now rebuild its brmkwateu:: and sea

moving residential areas further up
il o away frvn (ha ses.

Offic rs must surely
also igorously eview the risk

| assessments and scenarios on which

‘ their disaster plans were based,
ensuring that they no Jonger rely

| almost exdusl\'ely on the evidence

| from earthquakes.

| Toshitaka Katada, a Gunma

University academic who helped

| develop 's evacuation drills,
says relying on scenarios based on
precedent actually made it harder for
lee to prepare for and respond to

tsunami of unprecedented power.

* From now an, .lapans pouple
should abandon such
thinking” and mmlndkd o be
ready for anything, Prof Katada says.

“For example Mount Fuji might
explode, and ’I‘ok)a mlghl be buried
in volcanic ash - are all kinds
of possible namml dmef he says.
“We need to consider all those
possibilities and then think about
how society m.gm best respond if
they were to oco

As the rubble o( ‘the March 11
tsunami is cleared it will become
increasingly difficult for those spared
the wave's wrath to keep themselves
‘mentally pr for the next

n

would surely approve

But the crisis in lvury Coast must
also spur global efforts to uphold the
integrity of elections wherever they
are held. Thcﬁghlmnfll'candhir
vote is key to every
matters most. Without cmdn:le
elections, citizens have no recourse
to peaceful political change. The risk
of conflict increases w
corruption, lnumkhﬂon nnd fraud go

unchecked, rot!

political system slnwl) !mm within,
National leaders must learn that to

provide democratic legitimacy,

elections must be free and fmr The

international community m

understand that every e It turns

a blind eye to electoral abuse, it

expediency
overshadow the longer-term impact
on security, development and human
rights. We have to raise the costs for
those tempted to rig or steal mlls.
The bravery of pro-democrac
protesters in Tunisia, Egypt, leyz
and other coun(n reminds us of
what Is at stake. It would be a
terrible betrayal if their hopes were
to be denied by corrupt or rigged
elections laf

integrity of elections.

The writer was secretary-general of
the UN and is maxrn/t)le Global
Commission on

ission
and Security, formed Iy the Kofi
Annan Foundation and the

mure.dickie@ft.com
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