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Senators heap
criticism on Fed,
spare Bernanke

By LucA D1 LEo AND
MiCHAEL R. CRITTENDEN

WASHINGTON—U.S. sena-
tors criticized the Federal Re-
serve but offered measured
support for the central bank’s
leader in a confirmation hear-
ing Thursday.

Members of the Senate
Banking Committee signaled
at a hearing that Fed Chair-
man Ben Bernanke is likely to
be confirmed for a second
term as head of the central
bank. But that may come at a
steep price—lawmakers said
the Fed had “failed” or done a
“horrible job” as a regulator
in the runup to the mortgage
meltdown and financial crisis,
and suggested they would
push ahead with a proposal
that would strip it of much of
its regulatory authority.

Committee chairman
Christopher Dodd said, how-
ever, that he didn’t know how
soon the committee would
hold a confirmation vote, and
couldn’t say whether it would
come before year’s end.

For his part, Mr. Bernanke
acknowledged that the cen-
tral bank made mistakes, say-
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ing the Fed hadn’t done a “per-
fect job” at regulating exces-
sive risk-taking in the finan-
cial sector. The Fed chief’s ini-
tial term officially expires
Jan. 31. He was nominated for
a second term by President
Barack Obama in August.

Mr. Dodd, a Connecticut
Democrat, said that Mr. Ber-
nanke’s reappointment would
send the right message to fi-
nancial markets and that he
had done a “very good job” at
the helm of the central bank.

But those compliments
weren’t extended to the cen-
tral bank itself. “Why should I
give aninstitution that failed...
that type of exclusive author-
ity?” Mr. Dodd asked, refer-
ring to proposals to broaden
the Fed’s role as a financial
regulator.

Mr. Dodd’s Republican
counterpart, Sen. Richard
Shelby of Alabama, said he
has traditionally held the Fed
in high regard but that the cen-
tral bank’s actions over the
last year had eroded his view.

“I fear now, however, that
our trust and confidence were
misplaced,” Mr. Shelby said.

The comments highlight

the disconnect in Washington
between opinions of Mr. Ber-
nanke’s leadership during the
financial crisis and a growing
skepticism about the central
bank’s wide-ranging authority
torespondin times of financial
stress.

Since the end of 2007, Mr.
Bernanke’s Fed has used ex-
traordinary powers in a bid to
prevent another Great Depres-
sion, including the bailout of
big financial companies to-
gether with the Treasury that
has put U.S. taxpayers’ money
at risk.

Lawmakers from both par-
ties have praised Mr. Ber-
nanke’s performance—likely
assuring him a second four-
year termas chairman—but at
the same time have proposed
cutting the Fed’s powers and
opening up the central bank to
broader government audits.
Some lawmakers have even
said they want new blood at
the helm of the central bank.

“You are the definition of a
moral hazard,” said Sen. Jim
Bunning (R., Ky.), a longtime
Fed critic. “I will do every-
thing I can to stop your nomi-
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Reality TV: Moscow style
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Prime Minister Vladimir Putin sent his strongest signal yet Thursday that he plans to return to
Russia’s presidency, telling millions of TV viewers that he will consider running in 2012. Mr. Putin
retains huge power despite formally stepping down in 2008 after his eight-year presidency.

Suicide blast kills Somali ministers and 19 students

A suicide blast at a medical
school graduation ceremony
in Mogadishu killed several So-
mali government ministers
and at least 19 students, high-
lighting what some officials

By Abdinasir Mohamed
in Mogadishu, Somalia,
and Sarah Childress
in Nairobi, Kenya

say is al Qaeda’s burgeoning
role in the insurgency that is
trying to take power in the
troubled east African country.

Three Somali minis-
ters—of health, education and
higher education—were killed
in the bombing Thursday, said
Mohamed Ali Nur, the Somali
ambassador to Kenya. The min-
ister of youth and sports was
critically wounded, according
to U.S. officials. Mr. Nur said
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Health Minister Qamar Adan Ali,
moments before she was killed.

initial reports from Mogadi-
shu indicated at least 19 stu-
dents had been killed, and
many others injured.

The chief suspect in the at-
tack was al Shabaab, a U.S.-des-
ignated terrorist group with
links to al Qaeda, according to
an African Union official. The
Somali militia group has
vowed to overthrow the gov-
ernment and claimed responsi-
bility for previous bombings in
Mogadishu, including a sui-
cide attack in September,
when two truck bombs ex-
ploded at African Union head-
quarters, killing 17 peacekeep-
ers and four civilians. A spokes-
man for al Shabaab couldn’t be
reached on Thursday.

Since the early 1990s, So-
malia has struggled to estab-
lish a viable state, with a tan-
gled web of clans and militias
overseeing government af-
fairs. The lawlessness has
given rise to piracy, which has
become a booming business in

Somali coastal towns and ama-

jor threat to shipping routes
through nearby waters.

Until recently, the coun-
try’s problems didn’t include
al Qaeda. For the past several
months, though, foreign fight-
ers tied to the terrorist group
have been arriving from coun-
tries such as Pakistan and Ye-
men. Since then, attacks by So-
mali militants have grown
more sophisticated and
deadly.

U.S. and Somali officials say
al Qaeda fighters have been
teaching al Shabaab militants
how to plant improvised-explo-
sive devices and rig suicide
bombers. The foreigners’ goal,
U.S. officials say, is to establish
an African base from which to
attack Western targets.

“It’s new to us; it’s not a So-
mali thing,” Mr. Nur, the So-

mali ambassador, said of the
suicide attacks in Somalia.

Thursday’s bombing was
another blow to the govern-
ment of President Sheikh
Sharif Sheikh Ahmed, who
came to power earlier this
year with the task of bringing
order to a country that has
known only chaos for 15 years.
The government, relying on Af-
rican Union peacekeepers, con-
trols a small portion of Mogadi-
shu. Southern and central So-
malia is largely controlled by
al Shabaab. The region north
of Mogadishu is ruled by clans,
and the coast, pirates. The
northernmost part of Somalia
is an autonomous region
known as Somaliland, which is
relatively peaceful.

Mr. Ahmed has concen-
trated on bringing dissenting
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The bridge: a generational dialogue

By KEN CosTA AND OSVALD BJELLAND

Sometimes it is difficult to find
reasons to be optimistic. The
world is struggling to shake off a
global recession, wars rage,
electorates have lost faith in
politicians and entire nations are
threatened by climate change,
corruption, poverty and pandemic
disease.

Yet we believe there is at least
one important cause for hope. A
new generation of young leaders
are emerging, more aware and
better prepared technologically to
deal with global challenges than
we were. Our generation is well-
placed to encourage and help this
new breed of leaders—though we
haven’t always been the best role
models.

Many of us who came to
positions of authority in the 1990s
and the early years of this century
have shown a breathtaking
disregard for the consequences of
our actions. The market economy
has lifted millions of people out of
poverty and generated other
welcome trends, but these
achievements have come at a
price. We have overconsumed,
overspent and overpolluted.
Endowed with unprecedented
wealth and extraordinary
opportunities, we responded not
by embracing the responsibilities
that go with power and privilege,
but by turning our backs.

The cruel irony is that our
generation will not suffer the
consequences: Others will have to
bear our burden. So we have a
financial, environmental and
moral imperative to lighten the
load.

We cannot do this by
ourselves. Half the world’s
population is now under 25. How
can we hope to solve
intergenerational problems if we
do not engage younger people in
identifying and implementing the
solutions? The good news is that
they are willing and able, and
more politically and socially
aware, than we ever imagined. We

Agence France-Presse/Getty Images
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Ecological-organization activists during a protest this week in Kiev

need to build a bridge to them
and then help them shape a better
world out of the one they are
inheriting.

How to construct this bridge
was a prominent topic at the last
gathering of the Performance
Theatre, an alliance of leaders
from the worlds of business,
politics and academia. At our
discussions—held in Washington
D.C. earlier this month—we
concluded that a deeper
understanding of how the next
generation communicates was the
prerequisite for stronger
engagement.

Social media and social
networking have revolutionized
the way young people speak to
each other and organize
themselves. Facebook alone now
has more than 300 million users
and counting. And many blogs
have larger readerships than well-
established national newspapers.

Young people are better
informed, they are more swiftly
informed, and they are taking
action everywhere—at stark odds
with the all too common
perception that the young care
neither about humanity nor the
planet. Disillusionment with
traditional business and politics is
emphatically not the same as
indifference about the issues

themselves.

In 2008, Oscar Morales, a
Colombian electrician in his early
30s, set up a Facebook page to
protest against the paramilitary
group FARC. This activism by one
young man spiralled into a global
movement of 12 million, described
by U.S. Secretary of State Hillary
Clinton as “the largest anti-
terrorism demonstration in
history.” What a 21st-century
Edmund Burke might call “the
digital little platoons” are here to
stay.

These new networks already
have shifted the balance of
power—consider the way the
Internet helped propel Barack
Obama to the U.S. presidency—
and changed the way that politics
is conducted in Washington and
Westminster alike.

From the Performance
Theatre’s discussions in
Washington, it was clear that
younger people have much more
than just energy to offer: They
also have wisdom. We need to
disabuse ourselves of the notion
that it is only for the senior to
mentor the junior. Today’s leaders
can offer expertise, contacts and
perhaps sagacity—but so can the
leaders of tomorrow. Their views
need to be heard if we are to
shape a better economic system

for all.

Inspired by this thought, we
have formed a partnership with
“One Young World,” a new online
platform to encourage leadership
among young people
(oneyoungworld.com). We call this
initiative “The Bridge,” and its
purpose is to promote dialogue
and the exchange of ideas
between our generation and the
next.

In February, One Young World
will convene a summit in London.
“Counsellors”—who will include
the two of us and Lord Browne
from the business sector as well
as international luminaries such
as Desmond Tutu, Bob Geldof,
Muhammad Yunus and Kofi
Annan—will guide an assembly of
some 1,500 delegates (all of them
under the age of 25) from almost
every country in the world
through debates and discussions
on issues ranging from climate
change to interfaith dialogue.
Counsellors will take resolutions
passed in these sessions to the
world’s deliberative bodies,
ensuring the delegates’ views are
heard by key decision-makers
everywhere.

In Westminster Abbey, there is
a statue to commemorate the
remarkable life and work of
William Wilberforce, who played a
huge role in shaping the moral
and social imperative to abolish
slavery. The statue’s inscription
features the following sentence:

In an age and country fertile in
great and good men he was
among the foremost of those who
fixed the character of their time.

Fixing the character of our
time through a shared economic
and moral sense is the task that
lies today before us all—young
and seasoned alike.

—Dr. Osvald Bjelland is chairman
and founder of Xyntéo, an
advisory firm that helps business
leaders prepare for the low-
carbon economy. Ken Costa is
chairman of Lazard International
and Gresham Professor of
Commerce at Gresham College.
They are both on the foundation
board of the Performance Theatre
(theperformancetheatre.com).
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Sarkozy, Brown won’t meet this week

Possible talks in London are scrapped amid tensions over French president’s criticism of ‘Anglo-Saxon’ capitalist model

BY ALISTAIR MACDONALD
AND LAURENCE NORMAN

A possible meeting between
French President Nicolas Sarkozy
and Prime Minister Gordon Brown
in London this week has been
scrapped, Mr. Brown’s office said
Thursday, amid signs of tension be-
tween the two governments.

The prime minister’s spokesman
said scheduling conflicts on both
sides meant that the visit by Mr.
Sarkozy to London wasn’t possible.

“There were discussions be-
tween No. 10 and the Elysée about a
potential visit by President Sarkozy
to London. However, diary con-
straints meant that a meeting this
week was not possible. The prime
minister is looking forward to see-
ing the president at the European
Council in Brussels next week,” the
spokesman said.

One person familiar with the mat-
ter said U.K. irritation over the
French leader’s recent criticism of
the “Anglo-Saxon” capitalist model
meant Mr. Brown “wasn’t in a rush
to carve out time for Mr. Sarkozy.” A
meeting would have taken a lot of
juggling of schedules, something
“which given [the] circumstances
we weren’t prepared to do,” he said.

A Downing Street spokesman
said there was no snub and that both
sides agreed the two leaders should
meet next week in Brussels.

Earlier this week, U.K. Treasury
officials expressed public annoy-
ance about Mr. Sarkozy’s comments
in a speech suggesting that the ap-
pointment of France’s Michel Barn-
ier to succeed Ireland’s Charlie Mc-
Creevy as the European Union’s in-
ternal markets commissioner was a
victory for the European model of fi-
nance at the expense of London’s An-
glo-Saxon model of freer markets.
Mr. Brown had gained some promi-
nence over Mr. Sarkozy during the
peak of the financial crisis with his
push for a more coordinated re-
sponse among nations.

The British media portrayed Mr.
Sarkozy’s comments as gloating and
aforewarning that the new commis-
sioner would clamp down hard on
London’s large financial-services
sector.

“Monsieur Sarkozy must surely
recognize that he has undermined
the EU with his statements and put a
question mark over the impartiality
of his nominated commissioner that
will not be easily dispelled,” the
chief executive of the British Bank-
ers’ Association, Angela Knight,
said Wednesday night.

U.K. Treasury official Paul My-
ners said Wednesday night that Mr.
Sarkozy’s comments were moti-
vated by domestic politics as France
heads into regional elections in
March.

The U.K., home to the EU’s larg-
est financial center, was worried
about ceding control over the City
of London to a powerful new EU com-
mittee. It also wanted to ensure that
its taxpayers wouldn’t be forced to
fund bailouts for banks operating
across the bloc’s borders or spend

idency said Messrs. Sarkozy and
Brown would meet in separate bilat-
eral talks on the sidelines of the Eu-
ropean Council on Dec 10-11. They
also met last weekend at a Common-
wealth Summit on climate change in
Trinidad and Tobago.

The Labour government’s de-
cade-plus rule of Britain has been
characterized by mainly good rela-
tions with France. Mr. Brown’s pre-
decessor, Tony Blair, clashed with
French President Jacques Chirac
over the war in Iraq but is a fluent
French speaker who vacationed fre-
quently in France. Mr. Brown has
also enjoyed mainly warm relations
with Mr. Sarkozy.

—Geraldine Amiel in Paris
contributed to this article.
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British Prime Minister Gordon Brown, left, and French President Nicolas Sarkozy plan to meet at the European Council in

Brussels next week, after possible talks in London were scrapped.
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money on other measures.

U.K. Chancellor of the Exchequer
Alistair Darling said on Wednesday
he looked forward to working with
Mr. Barnier, adding that he had in-
vited him to come to London.

A spokesman for the French pres-
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ECB to withdraw stimulus slowly

Governing council divides on timing; bank holds key rate steady as inflation worries fade

BY BRIAN BLACKSTONE

FRANKFURT—European Central
Bank President Jean-Claude Trichet
signaled that the bank’s planned
withdrawal of stimulus measures
would proceed gradually, as signs
emerged of a split within the ECB’s
governing council over the timing of
the move.

“The improved conditions in fi-
nancial markets have indicated that
not all our liquidity measures are
needed to the same extent as in the
past,” Mr. Trichet said. He stressed
that the bank would “gradually
phase out” the programs.

The remarks came as the ECB
said it would hold its main policy
rate steady at 1%, as expected. With
ECB officials projecting inflation
will remain well below the central
bank’s target of just under 2% into
2011, euro-zone interest rates are
likely to remain where they are for
the foreseeable future, economists
say.

The decision by the governing
council to begin curbing the stimu-
lus measures was reached, Mr.
Trichet said, by “consensus,” ECB
code for a decision that wasn’t unan-
imous. Unlike the U.S. Federal Re-
serve, the ECB doesn’t announce
vote counts or dissents, and doesn’t
publish minutes of its meetings that
give more details on the internal de-
bate.

“The word consensus may sound
nice but it means there was some dis-
agreement,” said Barclays Capital
economist Julian Callow.

Squeezing off too quickly some
of the easy credit the ECB has
pumped into the financial system
could lead to renewed pressure on
banks that still face tens of billions
of euros more in potential loan
losses. Conversely, keeping liquid-
ity programs in place for too long
could fuel new asset bubbles.

Inaddition to cutting its main pol-
icy rate to 1% in May, the ECB
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Jean-Claude Trichet, president of the European Central Bank

flooded the market with cash at the
height of the crisis through new lend-
ing programs and purchases of debt
securities. Banks have borrowed
over €500 billion ($752 billion) so
far under a one-year lending pro-
gram that Mr. Trichet said would be
wound down in the coming months.
The third installment of cheap, one-
year loans to banks, due later this
month, will be the last, he said.
Unlike previous loans under the
program, the December installment
won’t be offered on an unlimited ba-
sis at 1%. The ECB left open the op-
tion of charging more for the Decem-
ber loans by indexing them to future
changes in the main policy rate.
The divide on the ECB council
suggests that some members may
not be as optimistic as others that

the euro zone’s recovery has taken
hold. Though the euro zone
emerged from recession in the third
quarter, some economists are con-
cerned that a strong euro, which un-
dermines exports, and other pres-
sures could hamper the recovery.

In a news conference after the
rate decision, Mr. Trichet appeared
to take pains to repair any rift
within the council. He repeated sev-
eral times that the bank’s steps to
rein in stimulus shouldn’t be taken
as a signal of future rate changes.
These and other similar comments
may have been an attempt to mollify
different camps within the ECB,
economists said.

Mr. Trichet renewed his call for a
stronger U.S. dollar, which at one
point Thursday reached a

3 i
-

near-16-month low against the com-
mon euro-zone currency. Europe
has a “very important stake” in a
firm U.S. dollar, Mr. Trichet said. “I
trust the sincerity of the U.S. author-
ities” at the Treasury Department
and Federal Reserve when they say a
strong dollar is in the interest of the
U.S., he added.

For the euro zone, Mr. Trichet
said he expects “a bumpy road” next
year, though not a return to reces-
sion. The ECB projects gross domes-
tic product growth of just 0.8% next
year and 1.2%in 2011, implying mini-
mal price pressures for years to
come. The bank anticipates contin-
ued tepid inflation with a rate of just
1.4% in 2011, suggesting it is confi-
dent that it can maintain its expan-
sionary monetary policy.

BOE weighs
move to sell
corporate debt

BY LAURENCE NORMAN

LONDON—The Bank of England
said Thursday it is considering fur-
ther efforts to boost liquidity in the
corporate-bond market by offering
to sell corporate debt as well as buy
it.

The move was welcomed by mar-
ket participants, some of whom had
requested the bank agree to start
selling corporate debt. However, the
central bank made it clear that any
sales would be offset by extra pur-
chases, so that its bond-buying quan-
titative-easing program won’t be af-
fected. The central bank launched
its quantitative-easing program in
March after pushing interest rates
downtoarecordlow 0.5% to combat
a deep recession.

The BOE said there would be con-
sultation on its proposal until Dec.
16. If the bank decides to go ahead,
the program would start as soon as
possible in 2010. The central bank
said that while conditions in the ster-
ling primary corporate-bond mar-
ket have improved, trading condi-
tions in secondary markets “con-
tinue to be somewhat restricted.”

The BOE said it would seek to con-
tinue the plan for as long as “abnor-
mal conditions” persist. The central
bank has so far bought £183 billion
($303 billion) in bonds since the
start of its quantitative-easing pro-
gram in March. However, only £1.53
billion of those purchases have been
corporate debt.

Because of the limited size of its
corporate-bond holdings, the bank
has little room for increasing over-
all liquidity in corporate-debt mar-
kets. However, the move would offer
the BOE a tool to smooth over tempo-
rary periods of low trading volumes
inthe secondary market —either be-
cause of an event that caused inves-
tors to take fright or because liquid-
ity tends to drop off at certain
points, like the end of the year.

More governments pledge troops for Afghanistan

BY STEPHEN FIDLER

BRUSSELS—More than 20 gov-
ernments have already pledged to
send a total of more than 5,000 extra
troops to Afghanistan to join 30,000
U.S. reinforcements heading there
soon, the North Atlantic Treaty Or-
ganization said Thursday, as the alli-
ance’s mission in the country enters
a critical new phase.

Afghanistan is widely regarded
as a make-or-break mission for the
28-nation alliance, which has never
in six decades engaged in conflict
outside Europe or on the same scale.

President Barack Obama’s deci-
sion, announced Tuesday, to send at
least 30,000 more troops there for
18 months suggests that the mis-
sion’s outcome will in large part be
determined by mid-2011.

NATO spokesman James Appathu-
raisaid governments frommore than
20 of the 43 nations in Afghanistan
had already pledged reinforcements
based on Mr. Obama’s decision.

The pledges would take the U.S.
troop commitment close to 100,000
and that of other governments to
more than 40,000.

Secretary of State Hillary Clinton
is scheduled to join NATO foreign
ministers Friday in Brussels for

their debate on Afghanistan.

“We’re feeling good about” the
response, Mrs. Clinton told report-
ers en route to Brussels.

She said she expected to gain fur-
ther troop and aid commitments
from NATO countries in coming
days, adding that the Obama admin-
istration will be continuing “exten-
sive outreach” to U.S. allies.

Italy’s government said Thurs-
day it would send more troops to Af-
ghanistan. Italian officials indicated
1,000 troops would be added to its
forcethere, based mainly around the
western city of Herat.

However, about half the soldiers
pledged are already in Afghanistan,
having been sent to provide security
for recent elections, and won’t with-
draw as planned. Britain hasincreased
its promised force strength by 1,200,
but that includes 700 already there.

Non-NATO governments that
have promised troops include Geor-
gia, which has said it will send an
army brigade, and South Korea,
which will send 500 soldiers.

In a statement to be issued after
Friday’s meeting, already agreed
upon by diplomats, the ministers will
“strongly welcome” Mr. Obama’s
pledge to send in more troops.

They will also urge President Ha-
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In Chester, northwest England, on Thursday, soldiers from the Royal Welsh
infantry regiment’s 1st battalion prepare to deploy to Afghanistan.

mid Karzai to deliver on the commit-
ments made in his inaugural address
lastmonth, inwhichhe pledgedtoroot
out corruptionand take over responsi-
bility for security inthe next five years.
Richard Holbrooke, U.S. special
representative for Afghanistan and
Pakistan, said corruption was one of
anumber of tough challenges the U.S.
and its allies faced in Afghanistan.
Training sufficient numbers of Af-

ghan police, many of whom were illit-
erate, was “a massive task,” he told a
small group of reporters and analysts.

While he praised improved coop-
erationbetweentheU.S. and Afghan-
istan’s neighbor Pakistan, he said
the ability of Afghan insurgents to
find refuge over the border in Paki-
stani territory was “animportant as-
pect of the problem.”

“The Afghan Taliban are not yet

under sufficient pressure [in Paki-
stan] and they need to be,” said Mr.
Holbrooke, who was in Brussels for
talks with European Union officials
and governments.

Germany’s parliament voted Thurs-
day to extend its military deployment
in Afghanistan through 2010, while
keeping the troop ceiling at 4,500.

Chancellor Angela Merkel’s gov-
ernment has said Germany won’t dis-
cuss increasing its troop commit-
ment until after an international
conference on Afghanistan’s future
to be held in London in late January.

An agonized debate in Germany
over acontroversial Sept. 4 airstrike
in Afghanistan has put pressure on
Ms. Merkel as her government pon-
ders how to respond to the U.S.

Germany’s defense minister, Karl-
Theodor zu Guttenberg, revised
Thursday his opinion of the strike,
which is thought to have killed doz-
ens of civilians, based on new infor-
mation. He said he now considered it
“militarily inappropriate.”

German cabinet minister Franz
Josef Jung, who held the defense
portfolio at the time of the strike,
hasresigned, as has Germany’s most
senior soldier.

—Jay Solomon and Marcus
Walker contributed to this article.
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World AIDS Day.

Today, thousands of HIV-positive mothers will give birth to HIV-negative babies.

It's all thanks to simple outreach and a short course of antiretrovirals.

We run programs like these for our employees and families in Angola, Nigeria,
Indonesia, and other places we work and live.

We're also working with nonprofits like the Global Fund to develop innovative,
on-the-ground ways to stop the spread of AIDS.

The most important work is done by the unfunded, unsponsored, and unrecognized
millions who help their friends and families through impossibly hard times.

They're showing the world that everyone can make a difference.

And today we have the living, breathing, newborn proof.
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U.S. considers options
that Lisbon Treaty offers
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An election poster of President Traian Basescu hangs over Bucharest on Wednesday. Romanians on Sunday will choose a
president with new powers that are pivotal to steering the country’s economy out of its worst recession in decades.

Romania faces crucial vote

Sunday’s election will be key to steering economy from worst recession

BY JOE PARKINSON

BUCHAREST—Romanian voters
on Sunday will try to end a two-
month political vacuum that has
blocked economic changes and post-
poned an international aid program.

Center-right President Traian
Basescu, a blunt-talking former ship
captain, lost his lead in the polls this
week after a spate of political gaffes
and a dispute over a video. His chal-
lenger, Social Democratic Party can-
didate Mircea Geoana, is a former
foreign minister and ambassador to
Washington.

“A lot of people out there feel
that Romaniais lurching on the edge
of a precipice,” said Nigel Rendell,
an economist at RBC Capital Mar-
kets. The Romanian economy could
falter “if we don’t get a decent elec-
tion result and a government
formed pretty quickly.”

The vote—which will give the
new president powers tonominate a
new prime minister, influence cabi-
net policy and potentially dissolve
parliament—will be pivotal to steer-
ing Romania’s economy from its
worst recession since the collapse
of communism.

The new government’s most
pressing task will be negotiating
budget conditions with the Interna-
tional Monetary Fund and the Euro-
pean Union, which together loaned
Romania €20 billion ($30.2 billion)
earlier this year to pre-empt a bal-
ance-of-payments crisis.

The EU in July criticized Roma-
nianlawmakers for being too soft on
graft, while the latest corruption in-
dex from think-tank Transparency
International ranked Romania as
the most corrupt country in the EU,

followed by Bulgaria and Greece.

The IMF has postponed addi-
tional aid until after the election,
when it wants the new government
to produce a program of fiscal and
economic changes.

Many Romanians have no real en-
thusiasm for either candidate. Cris-
tian Ionescu, a 35-year-old manager
for the southeast European opera-
tions at a credit insurance company,
said political corruption and indeci-
sionwill aggravate Romania’s reces-
sion.

“The political situation in this
country is uniquely bad for busi-
ness, as the politicians work for
themselves and against us. The fu-
ture looks very uncertain,” he said.

Romania has suffered more than
most of its neighbors in the global
economic downturn. Gross domes-
tic product contracted 7.1% in the
third quarter from the same period
a year earlier, according to govern-
ment data. The IMF expects this
year’s budget deficit to balloon to as
much as 7.8% of GDP, more than
twice the 3% level the EU considers
healthy.

Mr. Basescu, the leader of the
Democratic Liberal party, narrowly
won the presidency in 2004 on a
promise to speed market-oriented
economic policies and bear down on
corruption.

But since then, his fortunes have
turned. The most damaging episode
was the publication last week of a
four-year-old video clip that ap-
pears to show him slapping a
10-year-old boy in the face. The pres-
ident contends that it was doctored.

Mr. Geoana has denied any in-
volvement with the video, and has
taken pains to play down demands

by firebrands on the left to block
some IMF demands, such as big cuts
in the public work force.

“We will not jeopardize the IMF
loan,” he said in an interview. “I am
not a continuator of the Communist
Party.”

But Mr. Geoana also said changes
would have to proceed cautiously:
“The risk of social unrest is very
present.”

The IMF is demanding that the
2010 budget—which can’t be
drafted without a functioning gov-
ernment—reduce the deficit to be-
low 6% of GDP. Central bank Gover-
nor Mugur Isarescu has already
warned that tax hikes look increas-
ingly inevitable, and finance minis-
try technicians have begun simulat-
ing the effects of an increase in the
19% value-added tax.

Bogdan Ionel, a 31-year-old musi-
cian, played to packed houses when
Romania was still booming last
year. But work dried up as busi-
nesses closed or cut budgets.

“For the last two or three months
Ineed money so I play on the street
to survive,” he said. “The young peo-
ple here want change but they don't
like either candidate.”

The latest poll by Insomar for Re-
alitatea TV shows President
Basescu trailing Mr. Geoana by eight
percentage points, the largest gap
yet in a campaign that only last
month he was expected to win.

"It now seems clear that Geoana
is going to win,” said Alina Inayeh,
director of Black Sea Trust, aBuchar-
est-based think tank. “But this isn’t
a positive vote—people have had
enough of Basescu and the scandals
he’s provoking, as well as the terri-
ble state of the economy.”

Vatican and

ASSOCIATED PRESS

VATICAN CITY—Pope Benedict
XVI and visiting Russian President
Dmitry Medvedev agreed Thursday
to upgrade Vatican-Kremlin rela-
tions to full diplomatic ties, the Vati-
can said.

The step forward on the diplo-
matic front comes at the same time
as a warming in previously tense re-

Russia upgrade their ties

lations between the Russian Ortho-
dox Church and the Vatican.

A Vatican statement said the
pope and Mr. Medvedev agreed
that Russia will upgrade its repre-
sentation at the Vatican from a spe-
cial mission to embassy level and
that the Vatican will reciprocate in
Moscow.

The two men also discussed chal-

lenges to “security and peace” in the
world and “themes of mutual inter-
est such as the value of the family
and the contribution of believers to
the life of Russia,” the Vatican said.

Mr. Medvedev, on a one-day visit
to Rome, met with the German pope
for 30 minutes, speaking through in-
terpreters. Mr. Medvedev earlier
met with Premier Silvio Berlusconi.

BY STEPHEN FIDLER

Like a tree
falling in a forest
with nobody
around, the entry
into force of the
Lisbon Treaty made
barely a sound on Tuesday. And
that was in Brussels. For all the
excitement it generated in
Washington, the tree might still be
standing.

Yet that may change. Traveling
through Brussels this week, Richard
Holbrooke, U.S. special
representative for Afghanistan and
Pakistan, confessed the Obama
administration had scarcely
registered the shift implied by the
European Union’s new apparatus
for foreign policy making.

But after a long conversation
with senior European bureacrats
over dinner Wednesday night, the
veteran American diplomat said he
thought the new setup could help
advance cooperation between the
U.S. and the EU, including in the
critical Afghan mission.

As the first senior
administration official to talk about
the effects of the treaty, it was
revealing that he didn’t dismiss it
as an irrelevance. “This was all new
to me,” he said. “In Washington, we
haven’t focused on a vast new
opportunity for trans-Atlantic
cooperation that’s built on the
Lisbon Treaty.”

“The biggest takeaway from my
trip” was “that we’ve got to do a
major exploration of what the
opportunities are,” he added.

One area where this cooperation
could yield results, he said, is over
training programs for Afghan
police, a critical task in restoring
security in the country but one that
has so far yielded disappointing
results. Another area is aid, where
coordination in Afghanistan is
widely seen as lamentable.

In general, he said the sides
could exploit differences in their
fiscal cycles, which mean that the
U.S. budget year starts Oct. 1 and
Europe’s Jan. 1.

He said the changes in Europe
could mesh with a review set in
motion by Secretary of State Hillary
Clinton over the way the State
Department and the U.S. Agency for
International Development plan and
operate, expected to be repeated at
four-yearly intervals.

Mr. Holbrooke emphasized his
positive early conclusions were
“conditional,” but the tone of his
remarks is surprising given the
tenor of European commentary on
Baroness Catherine Ashton as
European Union’s foreign policy
chief, much of which has dismissed
her as a nonentity.

Indeed, though Mr. Holbrooke
himself struggled to recall her
name, focusing on Lady Ashton’s
lack of fame may miss the point.

“She’s Solana with a
checkbook,” says Charles Grant,
London-based Europhile from the
Center for European Reform,
referring to the outgoing EU
foreign policy supremo, Javier
Solana.

To his supporters, Mr. Solana
achieved a lot with not much of a
mandate and not much money.
With a staff of around 100 and a

sometimes competing bureaucracy
across the road in the form of the
external affairs commissioner and
her staff, the Spanish diplomat
significantly extended the EU’s
military role overseas on
peacekeeping missions and
interposed the EU into global
diplomacy, for example, over Iran.

Assuming she is confirmed by
the European Parliament, Lady
Ashton will have much more going
for her: the foreign policy role to
herself, a budget estimated by
European officials at some €4
billion ($6 billion), and a diplomatic
staff of up to 3,000 and growing.

She will also be in charge of
European-flagged military and
police missions. (It’s largely
because they assessed this was
where the power would lie that the
socialist bloc in the European
Parliament sought this job, rather
than the president’s, for one of
their own.)

None of this will mean that the
EU will speak with one voice on
subjects where there are
fundamental differences among
member governments, such as the
war in Iraqg. But it could mean that
where they do agree, they can
deliver a more coherent policy.

For example, if it works, a
government such as Egypt’s, with a
big trade, aid and human-rights
agenda with the EU, shouldn’t have
to visit three different
commissioners and receive three
conflicting messages. Instead, the
EU’s man or woman in Cairo should
be able to deliver a consistent one.

There is much then for those
involved to play for. It will depend
in part on the quality of the
diplomatic corps the EU manages
to attract, as well as the role that
Lady Ashton carves out for herself.
On that, and her views on policy
issues, her hearings Wednesday
before the parliament didn’t reveal
much. As Mr. Holbrooke cautions,
this is still all in the conditional.

Seeing the light

Alarming seasonal news for
Hungarians. Tests carried out by
the European Commission
suggested that 95.7% of Christmas
lights sold there constituted a
serious hazard.

Over in the Netherlands, only
56% gave any cause for even minor
concern thanks to an eight-year
Christmas light safety program
there.

The tests, also carried out also
in Germany, Slovakia and Slovenia,
found 25% of lighting chains failed
safety tests for inadequate cord
anchorage with a high risk of
electric shock; in 23% the wiring
was too thin for the current they
were carrying, increasing the risk
of overheating and fire; and 28%
failed the safety test for cables,
posing a further risk of electric
shock.

Forty-one per cent of the
dangerous products originated in
China, the commission said.

The commission’s advice: Buy
your lights from reputable dealers
and never leave them on when out
of the house or while sleeping.

Finally, stop using lights that
you suspect of any mechanical or
electrical problem and take them
back to the shop and complain.

Who says the Brussels
bureaucracy doesn’t have the
interests of all Europeans at heart?
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Big costs are hurdle to climate pact

Many countries agree to the idea of cutting greenhouse-gas emissions, but they are sharply divided over how to fund it

BY CHARLES FORELLE

BRUSSELS—In the weeks lead-
ing up to the Copenhagen climate
conference, countries from China to
Singapore have pledged cuts to
their greenhouse-gas emissions.

One question still lurks unan-
swered: Who is going to pay for it?

Cutting carbon costs money. Fac-
tories must be retrofit and indus-
tries must be prodded to buy more-
expensive green technology. Esti-
mates for the annual tab in develop-
ing countries vary widely, but could
reach €100 billion ($150 billion) by
2020, and poorer nations are insist-
ing their richer brethren pick up the
bulk of it.

“There is no agreement without
money,” says Rosario Bento Pais, a
top climate negotiator for the Euro-
pean Commission, the European
Union’s executive arm. “That is
clear.”

But there is little consensus on
how the bill should be paid, how
much it will be, and who precisely
should pay it. There are many poten-
tial funders crowding the discus-
sion, including international agen-
cies, state budgets of rich countries
and, through a carbon market, the
private sector in the West.

The discord over what’s known
as “climate financing” indicates
how difficult it will be for the na-
tions of the world to strike a compre-
hensive deal at the Copenhagen sum-
mit, which begins Dec. 7.

The world’s current climate accord—
the Kyoto Protocol—puts limits on the
emissions of rich countries; develop-
ing nations have no obligation, but
they can get paid if they choose to
make cuts. The goal of the Copen-
hagen summit is a new treaty that
obliges developing countries to at
least slow their emissions growth and
rich countries to make steeper cuts.

Agence France-Presse/Getty Images

The groups Greenpeace and tcktcktck.org placed posters in Copenhagen showing leaders apologizing for climate change.

The EU has led the industrialized
world in pushing for a new treaty.
Still, even Europe has had trouble
sorting out climate financing. The
U.S., which hasn’t signed the Kyoto
Protocol and only recently made
emissions pledges for Copenhagen,
has made few strides.

Poorer EU nations—some of
which have lower economic output
per capita than developing countries
such as South Korea or Malaysia—
are loath to send money abroad. Eu-
ropean industries are wary of sup-
porting their Asian competitors.

In September, the European Com-
mission proposed a blueprint for fi-
nancing that pegged the total costin
developing countries at €100 billion

annually by 2020. The leaders of the
bloc’s 27 nations agreed with the fig-
ure, but said only that the EU would
pay its “fair share” of the total, with-
out committing to an amount.
That followed fierce objections
from Poland, which often leads nego-
tiations for Eastern Europe, and
which burns alot of coal. “It is totally
unacceptable that the poor coun-
tries of Europe should help the rich
countries of Europe to help the poor
countries in the rest of the world,”
Poland’s finance minister said in Oc-
tober, according to wire reports.
Industry lobbies are also weigh-
ing in against it. The EU’s €100 bil-
lion yearly tab is “not realistic, and
will never be accepted by the mem-

University plans climate-data probe

By Guy CHAZAN

The British university at the
heart of a scandal over climate-
change research announced a wide-
ranging probe into allegations that
its scientists manipulated data
about global warming.

The independent review is part
of efforts by the University of East
Anglia to dampen the furor over
thousands of hacked private emails
involving its researchers, which sug-
gested efforts to squelch the views
of climate-change skeptics.

The scandal blew up just days be-
fore world leaders are set to meet in
Copenhagen for a United Nations-
sponsored summit aimed at boost-
ing international efforts to curb
greenhouse-gas emissions and slow
global warming.

Climate-change skeptics have
seized on the emails, saying they
prove that the case for man-made
global warming wasn’t as definitive
as generally claimed.

The scientist in the eye of the
storm, Phil Jones, said Tuesday he
was stepping aside as the director of
the University of East Anglia’s Cli-
matic Research Unit pending the
outcome of the investigation. CRU
maintains one of the world’s most
important data sets on how global
temperatures have changed.

In an interview, UEA’s vice chan-
cellor said Dr. Jones would take a
lower profile in the aftermath of the
scandal. “He’ll continue his scien-
tific work, though how much of it
will be at UEA remains to be seen,”
Edward Acton said in an interview.
He added that the university is not
“hounding him out.”

Prof. Acton, however, also said
Dr. Jones “may have to take a rest.”
He didn’t elaborate.

The review will examine all the
leaked email exchanges to check for
evidence that data were manipu-
lated or suppressed in ways that are
“at odds with acceptable scientific
practice and may therefore call into
question any of the research out-
comes,” the university said in a
statement.

The East Anglia institute that Dr.
Jones headed has become a key
player in building evidence for the
U.N.’s argument that humans are be-
hind global warming.In statements
released by the institute in recent
days, Dr. Jones has defended the in-
tegrity of the institute’s scientific
work, while saying that he and his-
colleagues “accept that some of the
published emails do not read well.””

On Tuesday, Penn State Univer-
sity confirmed that Michael
Mann—a climate scientist on its fac-
ulty who figures prominently in the

emails—was under “inquiry” by the
university. In one email, Dr. Jones
suggested to Dr. Mann that they
should try to keep out of scientific
journals the research of scientists
who challenge the idea of man-
made global warming.

The probe, to be completed next
spring, will also review the climatic
research unit’s policies and prac-
tices on disseminating data and re-
search findings and subjecting them
to peer review, and look at how the
unit handled requests under Brit-
ain’s Freedom of Information Act.

That appears to be a response to
claims that the unit hoarded temper-
ature data, refusing to share it with
other researchers. In one email, Dr.
Jones asked others to delete certain
emails, apparently after some data
were requested by a climate-change
skeptic under the Freedom of Infor-
mation Act.

The review will be headed by Sir
Muir Russell, a former civil servant
who was vice chancellor of Glasgow
University from 2003 to 2009. He
was appointed permanent secretary
to the Scottish executive after Scot-
land gained its own parliament and
government in 1999.

“He is the person with the appro-
priate authority who understands
research, has complete indepen-
dence and was not identified with
climate research,” Prof. Acton said.

ber states,” says Axel Eggert, the
spokesman for Eurofer, the trade
group for European steelmakers.
Steelmakers want to “make sure
that the financing is not a subsidy
for our competitors,” he says.

Environmentalists say the EU
needs to step up in Copenhagen with
firmer financing offers. They fear
richer nations will dodge substan-
tial payments—jeopardizing a deal.

As for the €100 billion annually
by 2020, there’s a “huge range of in-
terpretations of what that money
means,” says Jason Anderson of the
World Wildlife Fund’s European Pol-
icy Office in Brussels.

The commission’s blueprint is
vague. It says anywhere from €22 bil-

lion to €50 billion will come directly
from the public budgets of rich na-
tions, €38 billion from an as-yet-un-
built carbon market, and the bal-
ance through the budgets of poor
countries themselves.

The commission says the 27 EU
countries could directly pay be-
tween 10% and 30%, or €2 billion to
€15 billion, a sum environmentalists
say is far too little. Many observers
believe a carbon market that taps
private funds also is needed.

“If developed-world govern-
ments think they are going to put
their hands in their taxpayers’ pock-
ets to finance everything that is not
conventionally economically justi-
fied, then they have another think
coming,” says Henry Derwent, presi-
dent of the International Emissions
Trading Association, which backs
carbon markets.

Currently, emissions reductions in
developing countries are paid for
largely by the Clean Development
Mechanism, a carbon-trading system
set up under the Kyoto Protocol. Indi-
vidual businesses that curb green-
house-gas output get credits that can
be sold to buyers in rich countries.

The EU allows polluters to apply
these credits to their own caps. So a
factory in Germany that needs to cut
its carbon-dioxide output by 10,000
tons can either find a way to emit
less from its own smokestacks, or
keep emitting the same amount and
buy 10,000 CDM credits. (The net ef-
fect on the total amount of emis-
sions is, in theory, zero.)

Critics say this system lets rich
polluters buy their way out of seri-
ous change and results in windfalls
for developing-world polluters.

A future carbon market will
likely move away from the case-by-
case model. “Well, what exactly?”
asks Mr. Derwent. “This is the ful-
crum, this is the lever. And nobody
has worked out what it is yet.”
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Obama targets job-creation puzzle

U.S. president convenes summit on boosting employment, but with limited options he’s looking to the private sector

By NEIL KING JR.

WASHINGTON—Bail out the
states. Hire an army of caulkers and
street sweepers. Pay companies to
expand their work force. Build new
dams and bridges. Boost exports.
Slash payroll taxes.

President Barack Obama is in a
quandary over how to combat Amer-
ica’s crippling joblessness, but he
didn’t lack for new ideas at Thurs-
day’s White House jobs summit. The
forum’s 130 guests planned to
shower him and his staff with pro-
posals—a few of which the adminis-
tration may actually like.

But for all the theater of the
event, Mr. Obama has limited lever-
age totry to spurjob growth, within-
terest rates already at rock bottom
and federal deficits soaring. Mr.
Obama is eschewing measures that
would dramatically ratchet up the
deficit, preferring more modest
steps to encourage small businesses
to grow or help homeowners boost
energy efficiency.

Mr. Obama, opening the summit
Thursday, promised to take “every
responsible step to accelerate job
creation.” But the U.S. president
stressed that the government’s ca-
pacity to overcome the nation’s jobs
challenges is limited. With that, he
charged the private sector with de-
veloping strategies that could spur
hiring and boost economic growth.

“True economic recovery is only

Handicapping Surplus/deficit, in trillions.-------------

the economy

The U.S.
unemployment rate
and the budget
deficit or surplus
during the first
term of recent U.S.
presidents.

Data start one year
before the term
begins.

Ronald Reagan
1980-84

Notes: Budget figures are
for fiscal years; 2009
deficit is an estimate and
2009 unemployment rate
is through October

Sources: U.S. Labor
Department; Office of
Management and Budget
Photos: Associated Press

going to come from the private sec-
tor,” Mr. Obama said.

“This recession was so deep and
has left us with an unemployment
rate so high that doing nothing is
not an option,” Christina Romer,
head of the president’s Council of
Economic Advisers, said ahead of
the summit.

What the White House is seek-
ing, she said, “are the things where a
relatively small investment by the
government will have a big impact

Civilian unemployment rate

Bill Clinton
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George HW. Bus:h
1988-92

onprivate-sector job creation.” Mea-
sures that would fit this mold, she
said, include enticements for home-
owners to do energy-efficiency ret-
rofits, small-business credit pro-
grams, and tax incentives for invest-
ment and employment.

To free up money for a small-busi-
ness initiative, the White House
may seek to tap funds left over in the
Troubled Assets Relief Program, ac-
cording to congressional and admin-
istration sources. White House
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spokesman Robert Gibbs said Thurs-
day said the administration is “ac-
tively looking at” ways TARP cash
can help create jobs.

Union leaders, liberal econo-
mists and some congressional Demo-
crats are calling for new jobs pro-
grams. Congressional leaders are
gearing up to act on new jobs pro-
grams perhaps before the end of
this year. But government spending
is already at record highs even as
the president begins to ramp up the
war in Afghanistan. Federal interest
rates are near zero. And even Demo-
cratic lawmakers are wary of back-
ing another big stimulus bill, a step
that Republicans would staunchly
oppose.

Republicans in and out of Con-
gress say the right answer is for Mr.
Obama to do less—by scaling back
his efforts to re-regulate broad ar-
eas of the economy, cut taxes and
scale back government spending.
Former Republican House Speaker
Newt Gingrichis convening compet-
ing “Real Jobs Summits” in Cincin-
nati and Jackson, Miss., to promote
alower-tax, smaller-government ap-
proach.

Most economists see unemploy-
ment, now at 10.2%, climbing still
higher in 2010, no matter what the
government does. Companies last
month shed 169,000 jobs, according
to the ADP payroll firm. The govern-
ment is set to release its November
jobless numbers on Friday.

White House jobs summits aren’t
new. Bill Clinton held a splashy jobs
forum in Little Rock, Ark., in Decem-
ber 1992, weeks before he became
president. President George W.
Bush did likewise in Waco, Texas, in
August 2002.

But neither event had to grapple
with challenges on a scale the U.S.
now faces. Unemployment in late
1992 was at 7.4% and falling, while
the jobless rate for the Bush event
hovered just above 6%, and had also
begun to decline.

Advocates of another big jobs
program argue that without a size-
able push to spur hiring, the country
risks either a second recession or a
prolonged period of economic stag-
nation, both of which would keep
jobless rates high for years.

Alan Blinder, a Princeton profes-
sor and former vice chairman of the
Fed who will attend the White
House forum, said this was a rare
moment when economic growth
alone wouldn’t be enough to boost
hiring. “We need to reverse the role

of the horse and the cart,” he said.

He is pitching an immediate $60
billion jobs program that would hire
two million workers to clean parks,
work in schools or fix roads. Such a
program, he says, would push the un-
employment rate back toward 9%.

The unions, heavily represented
at Thursday’s summit, want some-
thing much bigger. AFL-CIO Presi-
dent Richard Trumka is proposing a
plan that would extend jobless bene-
fits, send billions in relief to the
states, open up credit to small busi-
nesses, pour more into infrastruc-
ture projects, and bring throngs of
new workers onto the federal pay-
roll—at a cost of between $400 bil-
lion and $500 billion.

Mr. Trumka, along with most of
the economists invited, insists that
Mr. Obama’s concerns about rising
budget deficits are ill-timed and
wrong.

“Doing nothing right nowis arec-
ipe for long-term wage damage,”
said Lawrence Mishel, who directs
the liberal Economic Policy Insti-
tute. He planned to pitch EPI’s pro-
posal to create 4.6 million jobs at a
one-year cost of $400 billion—to be
paid for later by imposing a new tax
on financial transactions.

The White House also invited to
the summit a phalanx of big-name
CEOs, including Eric Schmidt of Goo-
gle Inc., Frederick Smith of FedEx
Corp. and David Cote of Honeywell
International Inc. While largely ap-
plauding the $787 billion stimulus
bill early this year, the corporate sec-
tor now worries that deeper budget
deficits will eventually mean higher
corporate taxes.

Many companies want to see Con-
gress free up money for large infra-
structure projects, while also push-
ing for reduced taxes and height-
ened incentives to hire new work-
ers. A group of high-tech CEOs sent
Mr. Obama a letter Wednesday urg-
ing him to speed up stimulus spend-
ing and to revise the tax code to spur
investment.

The head of the board responsi-
ble for tracking stimulus spending
said Wednesday that inspectors gen-
eral are reviewing numerous mis-
takes in an October report estimat-
ing the number of jobs created or
saved by the program.

“I think there’s enough embar-
rassment to go ’round,” said Earl De-
vaney, chairman of the Recovery Ac-
countability and Transparency
Board, in an interview with The Wall
Street Journal. Twelve inspectors
general sit on the board. It’s “clear
that the job could have been done
better,” he said.

The forms, filed quarterly by
thousands of stimulus-grant recipi-
ents and released to the public at the
end of October, were the basis for
the administration’s claim that the
stimulus package had directly cre-
ated or saved 640,329 jobs.

Several of those attending want
the government to shun short-term
measures.

“We may be able to stimulate our-
selves for a short term recovery but
if it doesn’t catch on, we’re better
off tightening our belts,” said Rose
Wang, chief executive of Binary
Group, an Arlington, Va., based de-
fense contractor. “Stop trying to cre-
ate things artificially.”

—Maya Jackson Randall
contributed to this article.
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Obama sets Afghan action
as Americans turn inward

Bloomberg News

Federal Reserve Chairman Ben Bernanke testifies Thursday during his confirmation hearing in Washington. He
acknowledged the central bank hadn’t done a ‘perfect job’ at regulating excessive risk-taking in the financial sector.

Fed blasted for poor performance

Continued from first page
nation and drag out this process as
long as I can.”

Mr. Bernanke has aggressively
defended the Fed, and on Thursday
told lawmakers that the central
bank needs to retain broad author-
ity to take an overarching view of fi-
nancial markets.

“It would be a tragedy if, after all
the hardships that Americans have
endured during the past two years,
our nation failed to take the steps
necessary to prevent arecurrence of
acrisis,” Mr. Bernanke said. “And, as
we move forward, we must take care
that the Federal Reserve remains ef-
fective and independent.”

Mr. Dodd agreed that the Fed
should remain “strong and very,
very independent” but said the way
to do that is to remove the central

bank’s ancillary powers such as
bank regulation. “The country is
best served by a strong focused cen-
tral bank, not one that is saddled

Bernanke said the Fed
needs to retain broad
authority to take an
overarching view of
financial markets.

with too many diverse missions,”
Mr. Dodd said.

Mr. Bernanke, however, coun-
tered that similar efforts in other

countries put those central banks at
a disadvantage at the height of last
year’s financial crisis. “The inability
to have complete information
greatly hampered the function of
those central banks,” he said.
Congress is working on legislation
that would cut the Fed’s powers, in-
cluding proposals to audit the central
bank’s interest-rate decisions,
weaken its regulatory powers over
banks, and reduce the role of private
bankers in the 12 regional Fed banks.
Mr. Bernanke said the Fed’s struc-
ture of 12 regional banks was of
great help during the crisis and
noted how Congress in 1978 decided
to exempt the central bank from an
audit on its interest-rate decisions
to avoid political pressure.
—Greg Robb contributed
to this article.

Who pays for climate change?

A Journal Report on the Environment
Monday 7 December
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Jobless claims
decline in U.S.
unexpectedly

BY SARAH N. LYNCH
AND JEFF BATER

In a surprise to economists, the
number of U.S. workers filing new
claims for jobless benefits fell again
last week in a sign that labor market
conditions may be starting to im-
prove.

Initial claims for jobless benefits
fell by 5,000 to 457,000 in the week
ended Nov. 28, the Labor Depart-
ment said in its weekly report Thurs-
day. Total claims lasting more than
one week, however, increased.

Meanwhile, the U.S. service sec-
tor’s recovery sputtered out in No-
vember as activity tipped back into
negative territory after two months
of expanding activity. The Institute
for Supply Management reported
Thursday thatits overallindex of non-
manufacturing activity came in at
48.71astmonth, from50.6in October.

Separately, U.S. productivity
rose last summer less than previ-
ously estimated, but the fourth
straight gain was still powerful as
companies wrung more work from
remaining personnel to lift earn-
ings.

By GERALD F. SEIB

President
Barack Obama
faces lots of
problems in
executing his new
- # Afghanistan
strategy, but here is a basic one:
He is trying to ramp up an
operation abroad at a time when
an economically weary country is
growing more isolationist.

That helps explain why Mr.
Obama has declared so explicitly
that the Afghan surge will be
strictly limited in duration. In a
conversation with columnists this
week, he said his two-year
timetable is needed to create
leverage with the Afghan
government to force it to prepare
quickly to take over. It is also
clear the president needs some
leverage with his own people,
many of whom want to simply
look the other way.

That picture—of a
recession-battered
American public turning
inward—emerged
Thursday in a broad new
survey of American
attitudes conducted by
the Pew Research Center
and the Council on
Foreign Relations. Pew
and the Council found, as
have other recent polls,
that support for bulking
up the force in
Afghanistan is low; only a
third favored adding troops.

Broader and more striking is
the discovery of a marked rise in
isolationist sentiment, which by
some measures stands at a
four-decade high. When
Americans were asked whether
the U.S. should “mind its own
business internationally,” 49%
said they agreed with that
sentiment. That is up sharply
from 30% in 2002, when
memories of the Sept. 11, 2001
terrorist attacks were fresh, and
is the highest reading found since
the Gallup Survey first asked the
question in 1964.

And here is one detail that has
to be of concern to the White
House: More than half of Mr.
Obama’s Democrats—53%—share
the “mind our own business”
sentiment, compared with 43% of
Republicans.

A corollary of that isolationist
sentiment is a feeling that, when
the U.S. does travel abroad, it
should do so on its own. Pew and
the Council found that 44%
agreed that because the U.S. “is
the most powerful nation in the
world, we should go our own way
in international matters, not
worrying about whether other
countries agree with us or not.”
That also is the the highest
reading on that question since it
was first asked in 1964.

The silver lining for Mr. Obama
as he undertakes his new Afghan
policy is that foreign-policy
elites—that is, Council of Foreign
Relations members, who were
surveyed separately—are
considerably more supportive of
the Afghan surge and far less
inclined toward pulling in
America’s horns.

Barack Oama

The broader reality, though, is
that the president is asking the
country to support an expanded
military effort abroad, along with
allied nations, at a time when the
country is less inclined to expand
efforts abroad, and less inclined
to do so in partnership with other
countries.

To some extent this isn’t
surprising, nor is it entirely
unexpected at the White House. In
that luncheon conversation with
columnists, Mr. Obama said it was
“painfully clear” that the troop
surge in Afghanistan wasn’t
politically popular. “Not only is
this not popular,” he said, “but
it’s least popular in our own
party.”

Isolationist sentiment grows
naturally in America when the
country is battered economically,
which is precisely what happened
after the Great Depression. The
trend is especially acute when an
economic drubbing occurs after
the country already has been
made weary by foreign conflicts.
The combination of the Vietnam
War, an oil shock and
stagflation in the 1970s
produced a similar rise in
public doubts about
whether America could or
should be a world leader.

And it is
understandable. Wars
cost money, which
Americans don’t think
they have right now.
What Mr. Obama is trying
to do is tack toward that
sentiment enough that
voters know he feels it,
without succumbing to it. It is a
balancing act not unlike the one
Ronald Reagan pulled off with a
defense buildup and confrontation
of the Soviet Union during the
deep recession of 1981 and 1982.

The more frightening prospect
may be that this kind of
isolationist sentiment is often
accompanied by its first cousin,
protectionist sentiment. That is
the narrative of the Great
Depression, in a nutshell.

Yet on this front, the survey by
Pew and the Council carries some
surprisingly good news. It finds
support for free trade holding up
pretty well, despite the economic
carnage of the last year.

Indeed, Americans today are
more likely to say that free-trade
agreements are good for the
country (43%) than to say they
are bad for the country (32%).
And they are more likely to say
that trade is good than they were
in April 2008, when more
Americans said free trade was bad
than good for the country.
Andrew Kohut, head of the Pew
Research Center, calls the uptick
in support for free trade
“amazing.”

That is still less support for
free trade than Americans voiced
in the fat-economy period of the
late 1990s. But it certainly doesn’t
represent the collapse of support
some have anticipated. Maybe
that finding will give politicians
who support free trade a bit more
courage in their convictions. Yet it
also raises a question: Have
American attitudes toward trade
fundamentally changed because of
the global economy—or has the
protectionist sentiment just not
surfaced yet?
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The other face of Africa

Children cheer as they pose for photographers gathered for a FIFA meeting in South Africa, a prelude to Friday’s World Cup draw ceremony.

Suicide blast kills Somali ministers, 19 students
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voices into the government, includ-
ing Hizbul al-Islam, a militia that
had formed an alliance with al Sha-
baab to try to overthrow the govern-
ment. The militias’ alliance has
since weakened over a struggle for
resources and divisions have also
formed within Hizbul al-Islam. So-
mali officials hope to lure the less
radical members of Hizbul al-Islam
to join the government.

Somali government and African
Union officials, however, have ex-

pressed concerns about infiltration
of the government and government
forces by al Shabaab and other mili-
tant groups. Somali government
troops are poorly trained and ill-
equipped to combat the militias.
Government troops sometimes de-
fect, or sell their weapons to al Sha-
baab fighters for cash.
Government officials rely in-
stead on the African Union mission
in Somalia, known as Amisom, for
protection. But Amisom also has
struggled to fund its mostly Ugan-

dan and Burundian troops, who are
supported by the international com-
munity. As of October, only $39 mil-
lion of the $214 million pledged at
an April donors’ conference had
been received, according to Ami-
som. Amisom troops haven’t been
paid in eight months, Amisom’s spe-
cial representative, Nicolas Bwa-
kira, said.

ATU.S. official said the U.S., which
donates money for logistics and
training, but not the soldiers’ sala-
ries, was working with European do-

nors to resolve the problem quickly.

The graduation ceremony, for
Benadir University, was taking place
in a hotel just outside the area of Mo-
gadishu that Amisom controls. The at-
tack was witnessed by a reporter
working for The Wall Street Journal
who had attended the event. Toward
the end of the ceremony, a blast shook
the hall, filling the room with black
smoke. Afterward, blood and body
parts lay on the floor. People began
screaming and running for the exit,
trampling the wounded as they fled.

Celebrating
a graduation,
then terror

By ABDINASIR MOHAMED

MOGADISHU, Somalia—My col-
leagues and I were happy to cover a
story on a doctors’ graduation, to
show animage of Somalia that is dif-
ferent from the typical image of war.

Benadir University was one of
the few bastions of nongovernmen-
tal education in Mogadishu. In the
morning, hundreds of guests, stu-
dents, doctors and senior govern-
ment officials gathered in the cere-
mony hall at Hotel Shamo in Mogadi-
shu. After hours of tape-recording
speeches, I felt thirsty and moved 10
steps away toward the door.

Suddenly, the hall shook and I
heard a PAW! sound from the front
of the ceremony, where most of the
government officials and doctors
were sitting.

I got down on the ground and
looked back. I saw dozens of people
on the ground under a huge cloud of
smoke. Others were stampeding to
the exit for safety.

Ilooked tomyright and Isaw one
of my colleagues dead and bleeding.
I couldn’t help him. I was shocked. I
saw the government officials’ chairs
empty and bloody, and many people
badly wounded. The ceremony hall
became very dark, the colorful cere-
mony turned into what seemed like
aslaughterhouse, for the blood flow-
ing on the ground.

A young man rushed to pick up
his older brother, who had gradu-
ated that day, but he was already
dead. He cried and cried.

I tried to run forward but stam-
peding people pushed me aside, so I
walked carefully to avoid them. I
thought they might kill me, since ev-
eryone was terrified and couldn’t re-
strain themselves.

I luckily got out of the hall, leav-
ing my recording equipment be-
hind. Soldiers started firing in the
air to make their presence known.

Iran and ran. My phone kept ring-
ing but I couldn’t pick it up, I was so
terrified.

It has been hours since the time
of the blast, and I haven’t been able
to eat because I keep seeing the im-
age of what happened, of people,
hoping to be doctors to serve the
country, sent to the grave.
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