
F YOU had a few million to invest,
would you buy shares in a low-cost
airline or take a stake in a loss-mak-
ing French newspaper? That may
seem a trick question but given the

recent interest in media assets, there are canny
investors who are seriously considering turn-
ing their money into newsprint.

Arnaud Lagardére, 42, leads the pack, as
the magazine mogul contemplates taking
out his cheque book and Mont Blanc pen for
a 15% holding in Le Monde, the French daily
in desperate need of a cash transfusion.

Under the prospective deal, Lagardére
would trade up by swapping a 10% stake in
a regional group, Les Journaux du Midi, for
shares in the holding company, Le Monde
SA, which owns Le Monde and other titles.
With his regional papers’ stake valued at
€10m ($13.2m, £6.9m) and a €25m cash
injection, Lagardére would put in a total of
€35m to become the largest external share-
holder of the Le Monde group, after the news-
paper’s journalists.

Like scions of other media proprietors who
are handed the burdens of ownership Arnaud
must make a Christian name for himself, as
the French saying goes. It is one thing to
inherit an empire, quite another to stamp
one’s own identity – and multiply the fam-
ily fortune in the process.

Arnaud’s father, Jean-Luc, died two years

ago after building up a world-class maga-
zine business, with lucrative glossies such as
Elle, Car and Driver in the US, and that celeb-
watchers’ bible, Paris Match. If Lagardére
seals the deal with Le Monde, he becomes a
fully-signed up press baron with a national
daily tucked into his portfolio.

Le Monde lost €52.7m last year, bringing
losses of the past four years to more than
€100m, as declining circulation, weak adver-
tising and acquisitions bled the balance sheet.

So Lagardére has had to convince scep-
tical investors that Le Monde is not a van-
ity buy. The business benefits are supposed
to be real. Lagardére gets more titles to offer
to advertisers, adding to advertising sales.
The group includes weekly cultural title Tel-
erama, current affairs read Le Monde
Diplomatique and publications such as
Danser magazine.

By getting bigger, Lagardére increases buy-
ing power with suppliers. The deal allows a
restructuring of his press holdings, exchang-

ing a regional asset for a stake in the holding
company. A strong industrial incentive lies
in merging Lagardére’s advertising sales
departments with those of Le Monde’s mag-
azines and newspapers.

Le Monde is looking to other papers to top
up Lagardére’s injection to reach a total €50m-
€60m in fresh capital. El Pais of Spain and La
Stampa of Italy are potential investors, while
retail king François Pinault is rumoured to
be poised to bail out the paper. Last year’s
sales were about 337,000.

Another millionaire looking to making his
name in newsprint is Raymond Lakah, a
Franco-Egyptian businessman who last
autumn bought 70% of France Soir from
Poligrafici Editoriale, an Italian group which
acquired the ailing tabloid in 2000. Lakah
appointed business journalist Valérie Lecas-
ble as editor. Lecasble relaunched the red top
last month with a fresher look, snappier head-
lines and added four pages of sport.

Lecasble has clearly drawn on the British
tabloids, with a formula of telly and footie.
The Valentine’s Day edition reported a tele-
film adaptation of The Three Musketeers,
with a picture of Emmanuelle Béart, who
stars as the devious beauty, Milady. Another
double spread reported film stars flocking to
upmarket television dramas, under a head-
line: “Converted to the cathode religion.” Not
bad for French headline writing.

Lakah is also attempting an ambitious spin-
off, an English mid-market weekly dubbed
the France Soir, aimed at expats in France.
An initial print run of 60,000 is planned, with
first copies to hit newsstands next month.
Lakah’s Lafayette Press company last year
launched a French version of Newsweek,
which disappeared without trace. 

Le Figaro is under orders from its new
owner, arms industrialist and senator Serge
Dassault, to halve the conservative daily’s
€10m-€12m losses this year. Dassault has
approved an editorial makeover. One of the
options being considered is a move to mid-
size Berliner format.

As part of a disposal plan, Dassault is sell-
ing off pieces of the Socpresse group, which
he bought for 1.3bn last year. A racing title,
Paris-Turf, is rumoured to have been offered
to Montagu Private Equity, formerly HSBC
bank’s venture capital arm, which last year
bought a leading off-track gambling press
group, Editions en Direct, for an undisclosed
amount.

Dassault has had difficulty finding a buyer
for a personal finance weekly, La Vie
Financiere, which the European Commission
ordered to be sold on competition grounds. 

Pearson and Prisma have looked at the
title but passed, and there is talk of man-
agement buyout backed by Tocqueville
Finance, a leading fund manager.

NE of business’s great lies is
“the cheque’s in the post”. But
for many Britons it is less the
reluctance of people to send
them cheques or even the

vagaries of the post that upsets them most,
but the antiquated banking system for clear-
ing cheques. Payments between UK banks
take a minimum of three days to clear, while
most other G10 countries clear payments
on the same or next day.

When questioned, the banks fumble to
explain why their performance on clear-
ing cheques and other transactions is so
poor. It is estimated that delays in clearing
cheques and other transactions brings in
between £30m (€43.5m, $57.6m) and
£60m in extra earnings a year for British
banks. But this is small change in compar-
ison to the banks’s overall profits.

It is an issue constantly in the hit-parade
of grumbles that consumers have with UK
banks and momentum is gathering behind
them. A taskforce set up last year by the
Office of Fair Trading (OFT) to look into the
problem will report in April this year. If there
are not positive steps to speed up clearing,
the government is likely to move in.

That threat was given added piquancy
last week when Which? – formerly the Con-
sumers’ Association and part of the task-
force – threatened to walk away from
discussions if banks do not take steps to
improve the situation.

The annoyance is that the technology
exists that could significantly speed up the
process. But this would involve consider-
able investment. Customers can transfer
money at the touch of a button if they want
to, but their banks charge them a small for-
tune to do so. Some banks make customers
wait up to seven working days for cheques
to clear and electronic transfers such as
direct debits and standing orders can take
up to three or four days.

Delays in clearing cheques are not only
frustrating but affect the smooth running
of many businesses. Cheque volumes have
fallen from a peak in 1990, mainly because
of increased use of plastic cards and direct

debits. But cheques remain popular among
businesses for paying suppliers. Trade bod-
ies have huge numbers of case studies
where small firms have gone to the wall
because of disruption in cashflow caused
by late payments and delays in clearing. 

The re-emergence of this long-standing
complaint comes at an uncomfortable time
for the banks. They have just announced
record profits, with Royal Bank of Scotland
having made £8bn in 2004 and HSBC
clocking up £10.1bn, the
most a UK company has
made in a single year.
There is no shortage of peo-
ple prepared to have a go
at banks because they have
made large profits. The last
thing the banks need to be
doing is handing their crit-
ics a bigger stick with
which to beat them. 

Sir George Mathewson,
chairman of Royal Bank of
Scotland, tried to counter
criticism as he unveiled
record profits, by pointing
out that things were improv-
ing: “Anyone who thinks
nothing has changed is a bit
detached from reality.” And he is right. But
anyone who thinks the system has improved
enough is also a bit detached from reality. 

The main progress has come from
changes made to Bacs, which handles the
clearing of electronic payments between
banks. The Cruickshank report of 2000 crit-
icised the fact that Bacs, which essentially
is the payment system in the UK, was owned
by the banks. This has been addressed by
recent changes to the governance of com-

pany. Bacs has been spilt into two legal enti-
ties, one of which manages the payment
products and services, and another that
serves as the infrastructure company. Bacs
has also been rebranded as Voca, and has
invested about £100m in NewBacs, a trans-
action system that will speed up payments
and handle the growing volume of elec-
tronic transfers. The system is expected to
be completed by the end of 2005. 

But for any real progress to be made, it is
the banks themselves that need to take up
the baton. NewBacs will improve the clear-
ing cycle, but it’s only the central engine. For
the system to materially speed up, the banks
will have to invest in their own systems,
which will plug into NewBacs. This, of
course, will cost money, which explains the
banks’ reluctance to make improvements.

Most UK banks have two sets of systems
that handle inbound pay-
ments. One system han-
dles high-volume,
low-value payments from
Bacs, and a second handles
real-time payments but has
limited capacity and can’t
accept Bacs payments.  

To speed up payments,
banks will need to increase
the capacity of their real-time
systems, which will be diffi-
cult, or they will need to
upgrade the Bacs-compliant
systems to give them capac-
ity. The second option, which
experts believe is the more
likely, will require substan-
tial investment.

Banks need look to the US for examples
of what should be done. The American bank-
ing industry is one of the most fragmented
in the world but the different banks across
the country handle 40bn cheques each year
– against about 2.4bn in the UK – with far
greater efficiency thanks to technology like
Viewpointe, a cheque-imaging system.

But perhaps the fragmentation of the US
industry is the thing that spurred the inno-
vation and investment in cheque-clearing

technology even against a backdrop reduced
usage of cheques. More banks means more
competition. And in an effort to differentiate
themselves, US banks have adopted the novel
strategy of improving customer service.

This drive has led banks such as Wash-
ington Mutual, a small firm that has snaf-
fled swathes of market share with its
customer-friendly approach, to open
branches that will look more like a Star-
bucks than a bank: serving their own
brands of coffee, providing play areas for
children and dressing employees in khaki.

In the UK, the smaller number of banks
means the big banks can operate a pseudo-
cartel, or a “complex monopoly” as Cruick-
shank called it. Banks like to argue that the
UK market is competitive and they do com-
pete in many areas, but Cruickshank’s
report highlighted an apparent lack of com-
petition in two main areas. One was small-
business banking and the other was in
payment services. It is in the combination
of these two areas that UK banks are pro-
viding the poorest service to their clients.

But who is to blame? There is a case to be
made that the banks are benefiting from the
apathy of their customers. Research shows
that British customers are as likely to change
their bank as they are their spouses, a fact
that reflects badly on the fidelity and the
financial gumption of the average Briton.

There are signs that this is changing. Fig-
ures from the National Consumer Council
show that 1.1m customers transferred their
banks accounts in 2003, twice as many as in
the previous year. The NCC has also calcu-
lated that if UK consumers were to switch to
the bank offering the best interest rates, they
would collectively be better off to the tune
of £15bn a year. By way of comparison, the
UK’s nine listed banks have declared com-
bined pre-tax profits of about £35bn for 2004.

UK banks are not actively ripping off cus-
tomers. But their passive neglect of systems
that should be updated allows them to
spend less and that feeds through to their
record profits. British banks are guilty by
omission rather than commission – but
guilty they are.
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Revenue phantom
haunts Oscar gifts

AST week’s Oscars only pro-
duced one British winner, but
disappointed nominees did
not leave Tinseltown empty-
handed. Far from it. Nomi-

nees and presenters came away with
gifts worth tens of thousands of
pounds. Inside their goody bags were
vouchers for luxury holidays, first-
class flights, spa treatments, laser eye
surgery and Dyson vacuum cleaners.
After the ceremony, at glamorous stu-
dio parties, invitees were showered
with more gifts, including mobile
phones and customised iPods. But this
year there was a phantom at the feast
– the British tax inspector.

It was no surprise to read press
speculation last week, fuelled with
barely suppressed schadenfreude, that
the Inland Revenue would be taxing
the goody bags of UK resident recipi-
ents such as Imelda Staunton, Kate
Winslet and Clive Owen. Just how UK
Chancellor Gordon Brown plans to get
his hands on 40% of a Dyson cleaner
remains unclear, but with an esti-
mated average value of more than
£50,000, the tax bill in respect of an
Oscar goody bag alone could be about
£20,000. That won’t do much to
reduce the big black hole in the Chan-
cellor’s finances ... but every little
helps. 

These stories are not fanciful.
Inland Revenue inspectors are
renowned party poopers and are rub-
bing their hands with glee at the
prospect of subjecting these freebies
to income tax, no doubt encouraged
by the good run they have had
recently with wealthy stars. They won
a case against tennis ace Andre Agassi
which found that sponsorship income
paid in connection with his appear-
ances in the UK was subject to UK
income tax even though that income
was not received in the UK. And foot-
baller Dennis Berghamp failed to per-
suade the courts that payments made
by Arsenal football club in respect of
the use of his image rights (which
were owned by an offshore company)
should escape UK tax.   

But it is far from clear whether gifts,
such as Oscar freebies, can be brought
within the UK tax net. A gift received
by self-employed actors or actresses is
generally only subject to income tax if
it is a receipt of the profession of
being an actor or an actress. But is it?

The Revenue will argue that appear-
ing at a professional award ceremony
after being nominated for an award
for outstanding professional perfor-
mance means that any gift received in
connection with that appearance is
received in the course of the profes-
sion of being an actor. 

Against that, it can be argued that
these gifts are entirely voluntary and
are not income from the profession of
the recipient. The motive of the giver
is to promote their product but there
is no obligation on the recipient to do
that. If Kate Winslet leaves the Dyson
in its box, the company will not ask for
it back.

There is authority for the view in the
UK that the receipt of a gift which has
a connection with the actor’s or

actress’s trade is an ex gratia receipt
and outside the scope of professional
income.

The position in the US is even less
clear, not least as the analysis depends
to some extent on the motive of the
giver. If the giver of the gift success-
fully argues that gifts are given
because of “detached and disinter-
ested generosity”, then the items
would be tax-free. The problem is that
US corporations cannot make tax-free
gifts. The payment would be taxable if
it was an inducement of some sort,
but it is difficult to see how this is an
inducement. In any event though, any
tax to be paid is almost certainly going
to be picked up by the giver. That’s
just the way it works in Hollywood.

If you are wondering if there is a
point where all this speculation on
the part of tax inspectors, accoun-
tants and lawyers could actually cost
more than the tax at stake, then you
are probably right. And there are
plenty of similar issues in UK tax leg-
islation for revenue inspectors to get
excited about. For example, the UK’s
inheritance-tax rules have a small
gifts exemption but it is only £250 per
year. A gift by parents in considera-
tion of the marriage of their child
could potentially be subject to inheri-
tance tax if it exceeds £5,000. Pre-
sents to children can be subject to
inheritance tax if the parent who
makes the gift dies within seven years
of doing so. 

But for downright pettiness, the
benefit-in-kind rules for employees
take some beating. If an employee
receives a couple of bottles of wine
worth more than £25 from their
employer at Christmas, that gift is a
taxable event, giving rise to income
tax as well as employer’s and
employee’s national insurance contri-
butions. PAYE audits of companies
generally involve a glance at the petty
cash book to check for sums spent on
birthday cakes, champagne and other
goodwill gestures. 

It is only too easy to imagine the
day’s takings from a PAYE audit in
London yielding less than the first-
class return rail fare incurred by the
inspector on his journey from Cardiff.
Strangely, neither of the main political
parties has proposed a cost benefit
analysis of the often silly and intrusive
tax rules on gifts and incidental bene-
fits.  

If you think it unlikely that the Rev-
enue would waste time inquiring into
such minutiae, think again. It proba-
bly costs the Revenue much more to
hunt down freebies than it raises in
revenue from taxing them. But that
won’t stop it trying. 

Jonathan Ivinson is head of tax at the London 
office of international law firm Hogan & Hartson
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Banks must put customers
first on service cheque list
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