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U.S. President Barack Obama, left, shakes hands with U.N. Secretary General Ban Ki-moon after addressing the U.N. on Tuesday.

Obama vows climate push

U.S. president says developed, developing nations must both do their parts

By HENRY J. PULIZZI

WASHINGTON—Presi-
dent Barack Obama acknowl-
edged the “doubts and diffi-
culties” clouding proposed
U.S. legislation to address
climate change, but he said
the U.S. is determined to
tackle global warming at a
year-end summit in Copen-
hagen.

“We understand the grav-
ity of the climate threat. We
are determined to act,” Mr.
Obama told a United Na-

tions meeting on climate
change in New York. “And
we will meet our responsibil-
ity to future generations.”

Tuesday’s meeting at the
U.N. General Assembly was
designed to build momen-
tum for the December talks
in Copenhagen. U.N. Secre-
tary General Ban Ki-moon
said negotiations were mov-
ing too slowly ahead of the
critical meeting, becoming
the latest international offi-
cial to raise concerns on the
progress of talks.

The gathering is set to es-
tablish a new agreement to
limit the heat-trapping
gases blamed for global
warming. The current agree-
ment, the Kyoto Protocol, ex-
pires in 2012.

“U.N. negotiations need
direct political support and
guidance,” Mr. Ban said.

Disagreements exist be-
tween developed countries,
such as the U.S., and rapidly
developing countries, such
as China and India, over
commitments to reduce

emissions of gases such as
carbon dioxide. The flow of
money from developed coun-
tries to developing coun-
tries to help cut emissions
remains an issue as well.
In remarks at the sum-
mit, China’s President Hu
Jintao said his country will
combat climate change in
the next decade by reducing
energy intensity even as the
country grows, while in-
creasing its reliance on nu-
clear and renewable sources
Please turn to page 31

Big Oil keeps cool to Russian

By Guy CHAZAN

Russia will this week put
out the welcome mat for Big
0il, as Prime Minister
Vladimir Putin hosts ameet-
ing on developing the huge
natural-gas reserves of Ya-
mal, one of the energy
world’s last great prizes.
But it is unclear whether
any of the world’s leading
oil companies will be inter-
ested in the tough terms Rus-
sia is expected to demand.

The meeting is the latest
in a series of signals from
the Kremlin that Russia
might be softening its noto-
riously Draconian stance on
foreign investment in its oil
and gas. Moscow haslongin-
sisted Yamal was off-limits
to the Western majors, and
that Russian giant OAO Gaz-
prom would develop the re-
gion’s resources on its own.

Untapped prizes

Yamal's largest natural gas,
condensate and oil fields.

Source: Gazprom
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Buoyed by rising oil
prices, Moscow spent 10
years cementing its control

of Russia’s natural-re-
sources sector, squeezing
foreigners out and groom-
ing state-run giants like Gaz-

prom and OAO Rosneft as na-
tional champions.

But the mood changed
when oil prices slumped
late last year, Russia en-
tered its first recession in a
decade and funds dried up.

welcome

“There’s a realization that
they need the majors’ finan-
cial and technical capabili-
ties,” said one Western oil
executive.

The guest list at Thurs-
day’s meeting, in the far
northern Russian town of
Salekhard, reads like a roll
call of the super-majors. Se-
nior executives from Royal
Dutch Shell PLC, Total SA,
StatoilHydro ASA and E.ON
AG, among others, will be in
attendance, according to
the companies.

But industry officials say
the terms on offer for enter-
ing Yamal are expected to be
highly unattractive to the
majors. It is thought Gaz-
prom will retain full owner-
ship of the peninsula’s
fields and only allow foreign
companies in on technical
service contracts. That

Please turn to page 31
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British
builders
fined for

collusion

By KAVERI
NITHTHYANANTHAN

LONDON—Britain’s com-
petition watchdog, the Office
of Fair Trading, said it im-
posedfinestotaling £129.5 mil-
lion ($210 million) against 103
construction companies it
found had colluded withrivals
on building contracts.

The fines stemmed from
an investigation into cover
pricing, a form of bid rigging
in which bidders agree in ad-
vance who will win a contract
and then submit inflated bids,
increasing the likelihood the
client will pay more for a
project than if they had made
blind bids.

The OFT probe started
with a complaint in the East
Midlands in 2004, but ex-
panded nationally as it be-
came clear how widespread
cover pricing was. The agency
said it found illegally rigged
bids on 199 tenders between
2000 and 2006 on projects in-
cluding schools, university
hospitals and private projects
valued at more than £200 mil-
lion.

The OFT said it also found
sixinstances in which success-
ful bidders had paid compen-
sation to an unsuccessful bid-
der of between £2,500 and
£60,000.

In Britain, price-fixing
fines can be as high as10% of a
company’s world-wide reve-
nue. In this case, the compa-
nies were fined an average of

Please turn to page 31
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The revolution at 60

China’s rich youth spark a
bitter divide over class
News in Depth, pages 16-17

Markets
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CLOSE CHG

DJIA 9829.87  +0.52
Nasdaq 2146.30 +0.39
DJ Stoxx 600 24422  +0.51
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G-20 leaders to start talks on bank rule

Participants prepare for long debate on controversial question of capital requirements; aim for 2010 framework

WASHINGTON—U.S. and Euro-
pean leaders are at odds over how
much capital the world’s largest
banks should raise to cushion
against future losses, suggesting
that a decadelong fight over the
thorny issue could intensify in the
wake of the financial crisis.

By Damian Paletta,
Alessandra Galloni
and Marcus Walker

Leaders from the Group of 20 in-
dustrial and developing nations will
discuss the issue later this week in
Pittsburgh, but fault lines have al-
ready erupted. Government offi-
cials won’t try to reach a definitive
agreement on capital requirements
at the summit, and will instead try
to breathe political momentum into
the talks so that a framework can be
agreed on by the end of 2010.

The amount of capital a bank
holds to protect against losses af-
fects how much money it can make
by investing and how susceptible it
is to collapse. The more money
banks hold in capital, the more they
can lend even when the economy
stumbles.

U.S. officials, led by Treasury Sec-
retary Timothy Geithner, have ar-
gued that setting up tough new capi-
tal requirements is central to ensur-
ing the long-term viability of the glo-
bal banking system and will make it
easier for governments to limit how
much leverage banks have.

“A principal lesson of the recent
crisis is that stronger, higher capital
requirements for banking firms are
absolutely essential,” the U.S. Trea-
sury said in a recent report. Mr.
Geithner has said he wants U.S. and
European leaders to agree on new
standards by the end of 2010.

Foreign leaders have mostly

agreed about the need for higher
capital requirements. But French
and German officials argue that the
U.S. is pushing policies that would
require foreign banks to raise much
more capital than U.S. institutions,
constraining their ability to issue
credit and possibly hampering eco-
nomic growth.

This is partly because U.S. banks,
such as Citigroup Inc., Bank of
America Corp., and J.P. Morgan
Chase & Co., were already required
to hold more capital and less lever-
age than their foreign competitors
before the crisis, so European banks
in many cases have a longer way to
go to catch up.

European leaders have coun-
tered that a primary reason U.S.
banks appear to be on better footing
is because the U.S. has recapitalized
domestic banks.

“All the banks in the world will
need to be more capitalized than
they were precrisis,” French Fi-
nance Minister Christine Lagarde
said in an interview last week. But
she added: “It would be the ultimate
irony if as a result of one particular
set of rules we favor one group [of
banks] that had to be massively re-
structured through public funding
to the detriment of others.”

The differing positions have al-
ready reignited a geopolitical fight
over the best way to supervise the
world’s largest banks, the subject of
frequently hostile negotiations be-
tween U.S. and foreign bank regula-
tors stretching back more than a de-
cade.

To try to bridge the gap, the Fi-
nancial Stability Board, an interna-
tional advisory committee of finan-
cial regulators created by the G-20,
has been working on its own propos-
als for how to strengthen banks’ cap-
ital bases. An update on the FSB’s

work will be presented at the sum-
mit, along with the group’s recom-
mendations on how to limit variable
pay packages and bonuses at the
world’s banks in order to discourage
excessive risk-taking.

Capital is essentially the money
banks have reserved to protect
against unexpected losses. The
more money a bank has as capital,
the more cushion it has to prevent
its failure. But banks don’t want to
hold too much capital because they
could be using the money to make
loans and generate revenue.

Determining the amount of capi-
tal banks should hold is a question
that has constantly pitted banks
against regulators and countries

The Basel II rules measure capi-
tal against assets that are weighted
according to how risky they are,
though the U.S. also has a capital
floor that it won’t let banks fall be-
low. U.S. and European regulators
have agreed to consider adopting a
capital floor globally; precisely
what this level is will likely be the
flashpoint in the debate over the
next year.

European bankers say that insti-
tuting the U.S.-style leverage ratio
in Europe isn’t fair because of differ-
ences between U.S. and European ac-
counting standards. For example,
some banks’ balance sheets appear
up to twice the size under European
accounting rules that they would un-
der U.S. rules.

French and German officials argue the U.S.
proposals would require foreign banks to
raise much more capital than those in the
U.S., possibly hampering economic growth.

against each other. One major con-
cern is that banks holding less capi-
tal might have a competitive advan-
tage.

“It’s enormously difficult,” said
John Hawke Jr., a former U.S. comp-
troller of the currency who negoti-
ated international capital rules for
six years. “Different countries have
their own agendas.”

The most recent international
deal on capital, known as Basel II af-
ter the Swiss city where many nego-
tiations were held, is now widely be-
lieved to need an overhaul to take
into account problems exposed by
the recent financial crisis—and to
put U.S. and European banks on
more equal footing.
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“It’s like saying that the tempera-
ture is 22 degrees without specify-
ing whether it’s Celsius or Fahren-
heit,” BNP Paribas Chief Executive
Baudouin Prot told the French Sen-
ate this month.

There is also a difference in the
structural makeup of many Euro-
pean and U.S. banks. Many banks in
Europe are more heavily retail-ori-
ented and embedded intolocal econ-
omies. Many are cooperatives or are
owned by municipalities that can’t
raise new funds in the same way in-
stitutional shareholders can in the
U.S. or UK.

Among the compromise propos-
als being studied by the FSB is one
that says banks should report their
leverage ratios to banking supervi-
sors as an additional, nonbinding in-
dicator alongside binding require-
ments that measure capital as a pro-
portion of risk-weighted assets, ac-
cording to two European officials fa-
miliar with the matter.

Under the FSB’s proposal, lever-
age ratios would become binding
over time. The German and French
governments would support this
idea, but say it would require conver-
gence of U.S. and European account-
ing standards, these officials said.

Another part of a possible com-
promise between the U.S. and Eu-
rope would be to have a global agree-
ment for higher capital require-
ments for banks that are big or par-
ticularly interlinked with other fi-
nancial institutions and whose fail-
ure would therefore pose a greater
risk to the entire financial system,
the European officials said.

U.S. officials hope to avoid a re-
peat of the painful negotiations that
led to Basel II. U.S. and foreign digni-
taries constantly struggled to reach a
consensus, with German officials at
one point threatening to walk out be-
cause of the way other countries
wanted to require high capital
against exposure to commercial real
estate. Complicating matters, U.S.
regulators didn’t present a unified
stance to their European counter-
parts during Basel II talks.

In the past year, regulators have
discovered multiple problems with
BaselIl, such asitsreliance on assess-
ments done by credit-rating agen-
cies, its allowance of banks to use in-
ternal models to determine risk, and
grossly undervalued the risk associ-
ated with mortgages, mortgage-
backed securities, and exotic finan-
cial products. They have already be-
gun making changes, but the bank-
ing industry is expected to lobby ag-
gressively to influence the debate.

—Stephen Fidler
contributed to this article.

CORRECTIONS &
AMPLIFICATIONS

The 1961 Suicide Act applies
only to England and Wales. An
Economy & Politics article in some
editions Tuesday incorrectly said
it was a U.K. law.
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French clear out ‘Jungle’

Police detain dozens
of illegal immigrants
living in forest camp

ASSOCIATED PRESS

CALAIS, France—French police
cleared out, then bulldozed a forest
camp near the northern city of Cal-
ais known as “the Jungle,” and de-
tained hundreds of illegal immi-
grants who had lived there in hopes
of slipping across the English Chan-
nel into the U.K.

Britain’s generous social bene-
fits and relatively open job market
had made it attractive for those im-
migrants. Most of the camp’s inhab-
itants were from Afghanistan and
had picked up some English there.
The camp had swelled with those
looking to avoid expulsion from

Lagarde outlines
splits amid G-20
ahead of meeting

BY NATHALIE BOSCHAT
AND GABRIELE PARUSSINI

PARIS—The Group of 20 indus-
trial and developing countries share
an agenda but are split according to
how they order their priorities,
French Finance Minister Christine
Lagarde said.

As examples, she pointed to the
way emerging-market countries are
less concerned than developed coun-
tries about financial-regulation is-
sues and are focusing instead on re-
form of the International Monetary
Fund, and how the U.K. is more con-
cerned about increasing growth than
reform of global financial oversight.

She also said at that the world’s
largest financial hubs, the City of Lon-
don and Wall Street, are resisting
tighter financial regulation and over-
sight as buoyant stock markets fuel a
stronger performance by global
banks’ investment-banking divisions.

Ms. Lagarde said the G-20 sum-
mit in Pittsuburgh will go further on
tax havens than the previous sum-
mit in London. One of the main
benchmarks to assess its success,
she said, will be whether leaders
agree on a March deadline to impose
sanctions on countries that don’t
comply with tax rules set by the Or-
ganization for Economic Coopera-
tion and Development. A consensus
on the issue hasn’t been reached.

“It’snot adone deal,” Ms. Lagarde
said. “First, all G-20 countries have
to identify which activities are being
carried out in or with tax havens. ...
Then it will be down to each of us to
apply fiscal sanctions,” she said.

The French finance minister
added the G-20 gathering is likely to
emphasize the need for banks to have
bigger capital cushions to weather
possible future crises. France is ada-
mant that European Basel II rules on
capital adequacy should prevail over
those advocated by the U.S.

Basel Il rules, which seek to better
align capital requirements on banks’
risks, are currently applied only in Eu-
rope. The U.S. has pledged to imple-
ment the rules but so far has failed to
come up with a firm timetable and is
pushing for a leverage ratio, fixing
the amount of assets they can have
on their books in relation to their eq-
uity.

France but unable to break through
the security surrounding the port of
Calais or the Channel tunnel that car-
ries Eurostar trains and other under-
sea traffic to Britain.

British Home Secretary Alan
Johnson said that authorities had
halted 28,000 attempts to cross the
English Channel illegally in the past
year alone. “I welcome the swift and
decisive steps that the French gov-
ernment has taken today to close the
Jungle in Calais—action which will
disrupt illegal immigration and peo-
ple-trafficking routes,” he said.

Asmany as 1,000 people at a time
lived in the camp. That number dwin-
dled as it became clearer police
would act this week. A total of 278
people, nearly half of them minors,
were detained in the first part of the
operation, said Pierre de Bousquet
de Florian, the top official for the
Pas-de-Calais region.

French Immigration Minister
Eric Besson called the site a “base
camp for human traffickers” who
promise the migrants passage for
enormous fees or dump them there
after bringing them across Europe.
“This operation is not targeting the
migrants themselves, it is targeting
the logistics of the human traffick-
ers ... who exploit them,” he said.

Refugees injeans and sweatshirts,
many apparently in their teens, car-
ried knapsacks and blankets as they
were led away in single lines by po-
lice. Activists yelled at police with
bullhorns. Some formed a human
chain around the refugees and briefly
scuffled with police as they took the
men and boys one by one.

Bulldozers and backhoes were
later brought in to raze the maze of
makeshift tents built from sticks
and sheets of plastic amid the sand
and brush.

P

Demonstrators protested their eviction Tuesday from their camp in Calais, France,
where hundreds of illegal immigrants waited for a chance to cross into the UK.
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Obama meets with Middle East leaders

U.S. president asks Netanyahu, Abbas to drop conditions for negotiations, ‘move forward’ on peace talks for region

BY JONATHAN WEISMAN

U.S. President Barack Obama
asked his Middle East envoy to
meet with Palestinian negotiators
this week in New York and next
week in Washington, aiming to nail
down a date for the formal resump-
tion of Middle East peace talks, a
senior administration official said.

The president concluded sepa-
rate meetings with Israeli Prime
Minister Benjamin Netanyahu and
Palestinian President Mahmoud
Abbas, then met together for the
first time. The official described
the meetings as “businesslike” and
“not unfriendly,” reflecting the per-
sonal strain between all three lead-
ers.

“Simply put, it is past time to
talk about starting negotiations,”
Mr. Obama said at the start of the
meeting, according to the Associ-
ated Press. “It is time to move for-
ward.”

Mr. Obama pressed the leaders
to drop conditions and get talks
started. Mr. Netanyahu continues
to demand more progress by Mr.
Abbas to stop incitements to vio-
lence among the Palestinians. Mr.
Abbas continues to press Mr. Net-
anyahu for a firm halt of settle-
ment activities on the West Bank
before resuming talks.

“Neither side can hold out for
the perfect formula before talks
start,” the senior administration
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President Barack Obama speaks before the start of his first trilateral meeting with Israeli Prime Minister Benjamin

Netanyahu, left, and Palestinian President Mahmoud Abbas in New York on Tuesday.

official said.

The president made the case
that he has a window to engage in
peace talks. “The president has
shown a commitment but has a lot

of other things on his plate,” the of-
ficial warned. “There is not neces-
sarily always going to be this level
of intensity.”

He said conditions are good for

progress. Iran, Hamas and Hezbol-
lah “are on their heels.” The econ-
omy on the West Bank is improv-
ing, shoring up Mr. Abbas’s stand-
ing. And Mr. Netanyahu’s strong

political position in Israel should
enable him to bring Israelis along
on concessions.

The discussions in all three
meetings were focused on the
terms of negotiations, not specific
concessions such as Israeli settle-
ment activity. By mid-October, the
president wants Secretary of State
Hillary Clinton to brief him on the
status of the intensive push, in
hopes that the administration can
at least wrest a date certain for
talks from the negotiating teams
of both sides.

The meeting unfolded on the
sidelines of U.N. General Assembly
meetings in New York, where Mr.
Obama engaged in personal diplo-
macy and addressed a high-level
climate summit convened by U.N.
Secretary-General Ban Ki-moon.

The Israeli-Palestinian sitdown
wasn’t announced until Saturday
and comes with the two sides still
far apart on what it would take to
resume peace talks that broke off
in 2008.

U.S. envoy George Mitchell
failed last week to bridge the gap
between the two sides on the issue
of Jewish settlements in Palestin-
ian territory, putting the long-
hoped-for three-way meeting in
doubt.

—The Associated Press
contributed to this article.

IMF is likely scorekeeper of policy

By BoB DAvis

WASHINGTON—The Interna-
tional Monetary Fund was the sur-
prise winner at the last summit of
the Group of 20 leaders, which
agreed to quadruple the organiza-
tion’s resources to $1 trillion. This
time it may earn a nod as best sup-
porting actor.

The G-20 has since turned to the
IMF to figure out how to withdraw
trillions of dollars in stimulus spend-
ing and to identify the warning signs
of new crises. At this week’s Pitts-
burgh summit, the G-20 is likely to
give the IMF an additional job: Moni-
toring whether nations are changing
their economic policies to promote
long-term growth.

The fund appears to be the best
candidate for the job, with a large

staff of economists and 186 member
nations at a time when no single
country has the power or authority
to run the global response to the fi-
nancial crisis, as the U.S. did after
the Asian financial meltdown a de-
cade ago.

“The IMF is the only game in
town,” says Fred Bergsten, director
of the Peterson Institute for Interna-
tional Economics, a Washington
think tank.

But many of the fund’s members
haven’t forgiven it for the way it
forced countries to cut tariffs, open
borders and privatize in order to
qualify for rescue loans.

The IMF has since eased the re-
quirements for loans, coming
through with tens of billions of dol-
lars for Eastern and Central Europe
and convincing Mexico, Colombia

and Poland to take out large insur-
anceloans in case they runinto trou-
ble.

In Pittsburgh, G-20 leaders are
likely to agree also to shift the own-
ership of the IMF so that developing
nations gain closer to a 50% stake,
say G-20 officials, rather than the
43% they have now. That is another
step aimed at gaining trust.

For the G-20 countries, the IMF
provides a convenient way to handle
delicate economic issues, like figur-
ing out an exit strategy from stimu-
lus measures. G-20 officials worry if
they discuss a strategy now, they
may spook markets that measures
will be withdrawn too quickly and un-
dermine the recovery, as Japan did in
the 1990s. But if they are silent about
an exit strategy, the G-20 runs the
risk of encouraging markets to think

shifts by G-20 nations

they will stick with stimulus too long
and repeat the mistake of the 1970s:
letting inflation soar out of control.

Instead, participants say they
will announce their determination
to withdraw stimulus, but leave it to
the IMF to figure out specific bench-
marks. The fund suggests that coun-
tries rule out deadlines. Nations
should look at specific indicators of
financial health, such as the differ-
ence between interest rates on bank
loans guaranteed by the govern-
ment and those that aren’t, and the
volume of transactions between
banks, before starting to withdraw
stimulus, the IMF recommends.

At Pittsburgh, the U.S. is seeking
approval of its “Framework for Sus-
tainable and Balanced Growth,” a
proposal that would require G-20 na-
tions to make big changes in their

economic policies to promote long-
term growth. If implemented, the
framework would require the U.S. to
sharply cut its budget deficit, China
to rely less on exports, and Europe
to make structural changes to boost
business investment.

The U.S. wants the IMF simply to
analyze policies proposed by G-20
countries, said a White House offi-
cial, but not oversee the process.
Some European countries are resist-
ing even giving the IMF that power
out of concern of being singled out
for criticism.

The IMF won’t be the referee,
says Ted Truman, who recently
served a stint at the Obama Treasury.
“The G-20 needs someone to run a
reasonably honest scoreboard,” he
said. That is the kind of supporting
role the IMF can expect.

Saudi oil czar dims outlook, has no plans to raise output soon

BY MARGARET COKER

JEDDAH, Saudi Arabia—Saudi
Arabia, OPEC’s top crude producer,
plans to keep oil output at current
levels of eight million barrels a day
in the “near future” and will con-
tinue spending on development of
its energy sector, the country’s oil
minister said.

Amid the global economic down-
turn and worry over falling crude de-
mand, the Organization of Petroleum
Exporting Countries last year engi-
neered a massive reduction in output
from its 11 members. This month,
OPEC ministers met in Vienna and an-
nounced the group wouldn’t change
its output, the third time this year it
has kept production steady.

At the time, Saudi oil minister Ali
Naimi expressed guarded optimism
that global growth could be on the
mend. The move by OPEC to stay pat
was seen as evidence the group was
satisfied that it didn’t need to cut
output further to support prices.

But in an interview with The
Wall Street Journal on Tuesday,
Mr. Naimi said the kingdom
doesn’t plan toincrease output any-
time soon either, because the glo-
bal economy hasn’t rebounded
enough yet.

“We want to see the green
shoots [in the global economy] con-
tinue to grow,” he said. As far as
Saudi production is concerned “we
expect that to remain constant in
the near future,” Mr. Naimi said. He

was in Jeddah for the opening of
the King Abdullah University for
Science and Technology.

Inrecent years, Saudi Arabia has
invested heavily in its oil-produc-
tion capacity, boosting it to some
12.5 million barrels a day, an in-
crease of about 14% after several
years of new field development. The
boost coincided with soaring oil
prices and worry over a supply
crunch as global oil demand contin-
ued to rise.

But when the global economic
downturn hit last year, prices fell
sharply. U.S. benchmark crude fell
from above $140 a barrel during
2008 to around $32 a barrel by the
end of the year.

Prices have rebounded again to

current levels around $70 a barrel,
thanks in part to OPEC’s willing-
ness to keep its spigot shut.

But resilient oil prices during
the worst of the economic down-
turn have raised a fresh worry: As
economic activity picks back up
again, the world may face another
supply crunch.

Mr. Naimi’s production commit-
ment Tuesday means the kingdom
will be keeping as much as 4.5 mil-
lion barrels a day of production
idle, a massive cushion of available
output. That could ease concerns.

Despite all that unused capac-
ity, Mr. Naimi also said the king-
dom was committed to investing
heavily in the oil sector. He reiter-
ated that Saudi Arabia was inter-

ested in diversifying its energy re-
sources into alternative industries
such as solar power, but that it was
committed toits traditional invest-
ment in fossil fuels.

“There is no letup in our invest-
ment in traditional energy sec-
tors,” Mr. Naimi said. Saudi has
most recently committed to spend-
ing $60 billion over the next five
years in oil-field infrastructure
and other energy-related infra-
structure.

“We are continuously investing
because we believe that it is the
right thing,” Mr. Naimi said. Many
analysts say much of this invest-
ment will go toward maintaining
output at existing fields and not to-
ward building new capacity.
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Google gets EU ruling

Court opinion says
firm hasn’t infringed
on trademark rights

BY MIKE GORDON
AND PEPPI KIVINIEMI

LUXEMBOURG—Google Inc. can
continue to let advertisers use rival
brands’ trademarks as search key-
words but could be liable for their
wrongful use, according to a legal
opinion prepared for Europe’s high-
est court.

“Google has not infringed trade-
mark rights by allowing advertisers
to buy keywords corresponding to
registered trademarks,” said the
court’s advocate general Poiares Ma-
duro in an opinion released Tuesday
ahead of the European Court of Jus-
tice’s final ruling on the issue.

Google is before Europe’s high
court in connection with a French
case in which a number of compa-
nies, including LVMH Moét Hen-
nessy Louis Vuitton, complained
that the online search giant had in-

fringed their trademark rights by al-
lowing advertisers on the world’s
dominant search platform to use
company trademarks as keywords.
When a search is made on these key-
words, the results will include links
to rival products or to firms selling
counterfeit goods in the sponsored
links section. The advertising of
counterfeit goods is against Google’s
terms of service.

The French court hearing the
case, the Court of Cassation, is ask-
ing the Court of Justice to rule on
whether trademark owners can le-
gally prevent Google from selling the
right to use their trademarks as key-
words.

The European high court’s ad-
viser said that in most cases Google’s
use of trademarked keywords
doesn’t infringe the law, as Internet
users expect more information and
advertising to be returned as aresult
of a search query than just the prod-
ucts of the firms that own the trade-
marks.

“This opinion, if followed by the
court, will be a major defeat for
brand owners and would mark vic-
tory in Europe for Google’s Adwords

business,” says Adrian Heath-Saun-
ders, a trademark partner at law
firm Wedlake Bell.

Google is currently in litigation
over its Adwords program—the plat-
form it uses to sell keywords—in
countries including England, France
and Germany.

“We believe that selecting a key-
word to trigger the display of an ad
does not amount to trademark in-
fringement, and that consumers ben-
efit from seeing more relevant infor-
mation rather than less,” said Har-
jinder Obhi, Google’s Senior Litiga-
tion Counsel, in an email.

However, the court adviser said
that the search engine should still be
considered liable for the wrongful
use of keywords, with the burden of
proof lying with the trademark own-
ers.

Common infringements include
using a trademark for selling coun-
terfeit goods, as well as trying to con-
fuse the consumer by using a trade-
mark that is very similar to a known
brand.

—Christina Passariello
and Charles Forelle
contributed to this article.

Publishers, authors seek
delay to amend Google deal

By JEssicA E. VASCELLARO
AND JEFFREY A. TRACHTENBERG

Four days after the U.S. Justice De-
partment objected to a settlement
over Google Inc.’s plan to offer digital
books over the Internet, the two plain-
tiffs have asked the court to delay a
key Oct. 7 hearing to give the parties
time to amend the agreement.

The request came in a filing Tues-
day with the U.S. District Court for
the Southern District of New York on
behalf of the Association of American
Publishers and the Authors Guild. The
filing noted that the proposed settle-
ment has generated about 400 objec-
tions, briefs and related statements.

The Authors Guild and the Associ-
ation of American Publishers asked
the court to schedule a conference
Nov. 6, or at the court’s convenience,
to discuss any progress made during
negotiations.

Google said that it is considering
“the points raised by the Department
of Justice and others, and we look for-
ward to addressing them as the court
proceedings continue.”

The settlement seeks to resolve

separate lawsuits filed against Goo-
glein 2005 that alleged copyright vi-
olation stemming from the Internet
giant’s ambitious book-scanning
project. The parties settled in Octo-
ber 2008, agreeing to give Google li-
censes to sell and distribute digital
works in exchange for a share of the
revenue Google earned from the ser-
vices. But online retailer Amazon.
com Inc., other Google competitors,
several state attorneys general and
the Justice Department have raised
a number of concerns with the
court, which has authority over the
settlement.

The proposed settlement would
grant Google the rights to use digital
copies of the works it scans as part of
its digital book and search services. In
exchange, it would share revenue
with the books’ rights holders
through aregistry that would oversee
the agreement.

Paul Aiken, executive director of
the Authors Guild, said in a state-
ment, “We’re revising the settlement,
and we expect the resulting docu-
ment to do an even better job of fulfill-
ing its promise.”
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PC makers seek growth in rural China

Lenovo, H-P push new marketing tactics as they try to tap government rebate plan; desktops as wedding gifts

BY LORETTA CHAO

BEIJING—As demand for per-
sonal computers remains weak
across the globe, top manufacturers
like Lenovo Group Ltd. and Hewlett-
Packard Co. are zeroing in on one
largely untapped but growing mar-
ket: rural China.

The companies are aggressively
expanding their sales networks in
China’s countryside, where over
half of China’s population resides
and broadband access is increasing,
but where the average per capita an-
nual income is only $700, according
to government statistics.

They are aided in part by a $586
billion government subsidy pro-
gram designed to stimulate the na-
tion’s economy by encouraging
spending in rural areas. According
to the Ministry of Commerce,
414,000 PCs were sold by August un-
der the program, which gives rural
residents a 13% rebate when they
purchase select products.

The figure excludes purchases of
other nonsubsidized products by ru-
ral consumers during that period.
Though difficult to penetrate, Chi-
na’s countryside is “probably still
the world’s most promising market”
in terms of the number of people
“who’ve never owned a PC before,
who would like to own a PC and who
have that capability,” says David
Wolf, CEO of Wolf Group Asia, a
Beijing-based marketing strategy
firm.

Gong Xiangnan, a 24-year-old mi-
grant worker from Mengyin county
in Shandong province, says she used
the rural subsidy to recently buy her
first PC, a Lenovo desktop for 3,000
yuan ($439).

Ms. Gong says many residents in
her town took advantage of the sub-
sidy, buying motorcycles, televi-
sions and other home appliances.

China Reboots

Market share for China’s
top PC vendors by shipments

Lenovo 2005 27%
First half 2009 28%
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“In our home, we already have refrig-
erator, TV, a washing machine,” she
says.

Analysts say smaller cities and
rural areas in China are tricky be-
cause incomes are still very low,
towns and villages are spread far
and wide in places where big elec-
tronics retailers rarely go, and users
aren’t as knowledgeable about PCs
or brands. As a result, PC vendors
are adopting some new marketing
tactics.

Lenovo, which is targeting rural
customers with lower-cost comput-
ers and 700 new retail stores, has be-
gun marketing computers as high-
status betrothal gifts, which by tra-
dition should appear as generous as
possible. The Beijing-based com-
pany is also using slogans such as,
“Buy a Lenovo PC, Be a Happy
Bride.”

“They like to give desktop PCs be-
cause the boxes are large,” says Li
Zhong, director of Lenovo’s con-
sumer business in the Beijing and
Hebeiregion. “They deliver the com-
puters to brides’ families on trucks,
which everyone can see. In these
cases the bigger the box, the better.”

People try Leriovo computers displayed at a county market in rural China.

The company also paints banners on
walls along small-city and rural
roadsides with slogans that suggest
PCs could provide upward mobility
to residents, like “Lenovo PCs are
the Golden Key to Becoming
Wealthy Through Information.”

The efforts appear to paying off.
According to the Ministry of Com-
merce, about 40% of PCs sold under
the rural subsidy program were
from Lenovo. H-Prepresented about
1% of such sales.

“Lenovo has strong local ties.
They do alot of these kinds of promo-
tions,” Mr. Ye says.

“Many people in the countryside
get married in the fall,” says Mr. Li,
who says distributors are expecting
another surge in sales next month
because of upcoming weddings.

Globally, PC shipments have
dropped inrecent quarters as spend-
ing by companies and consumers
have decreased. But in China—
where about 40 million PCs are sold
annually, making it the world’s sec-
ond-largest PC market after the
U.S.—sales have continued to grow,
albeit at slower rates than before.
Meanwhile, some regional PC dis-

tributors say growth rates in rural
areas have remained steady.

In Dongguang county in China’s
northern Hebei province, Ma Ze-
ngyan, the owner of two local com-
puter stores, says sales are rising as
many customers hear about the sub-
sidies through ads by Lenovo and
the government.

One of his stores, a full-service
Lenovo showroom with a conspicu-
ous orange exterior, has a corner
dedicated to some of the 30 prod-
ucts tailored for rural users for
2,500 yuan to 3,500 yuan apiece.

The PCs are built to accommo-
date any unpredictable variations in
power-supply voltage, which are a
frequent problem in the country-
side, and are packaged with soft-
ware such as inventory manage-
ment for farmers.

H-P, too, has been aggressively
expanding its sales network outside
China’s largest cities over the past
several years, says Weekee Yeo, di-
rector of the company’s con-
sumer-PC business in China.

The company promotes its prod-
ucts by sponsoring variety shows
and film screenings in small cities to

Lenovo

entertain residents where they also
display and hold demonstrations
with H-P computers.

Inaddition, the company has dis-
patched flashy buses to small-city
and rural elementary schools to
teach children and residents about
their products, and vans to rural-
area markets, where villagers
gather a few times per month to buy
goods.

H-P’s market share in China in-
creased to 14% in the first half of this
year from just 5% in 2005, according
to IDC. The company now has 7,000
stores and 10,000 resale partners in
China.

Dell Inc. offers 25 computer mod-
els under the rural PC program and
sells both directly to consumers, in-
cluding on the Internet and by
phone, and through resellers. Minis-
try of Commerce figures show that
Dell’s share of sales under the PC pro-
gram has been negligible, but a
spokeswoman says, “Dell is growing
very rapidly in [the] lower-tiered
and rural markets.”

Dell says it has 6,000 stores and
sales channels in China, where Dell
computers made up 8% of total units
shipped during the first half of the
year, according to IDC.

Inthe long term, analysts say the
most important edge a PC vendor
can have in China’s smaller cities
and rural areas will depend heavily
on their physical proximity to cus-
tomers.

“In the U.S., the infrastructure is
there. Even consumers who live in
small towns can take highways and
drive an hour or two to the closest
city to shop,” says Simon Ye, analyst
for research firm Gartner in Shang-
hai. “In China’s [smaller] cities, it’s
rare to find a person who’d drive
someplace so far to buy a com-
puter.”

—Sue Feng and Gao Sen
contributed to this article.

Yahoo unveils new marketing plan to lift global image

BY ROGER CHENG
AND ScOTT MORRISON

NEW YORK—Yahoo Inc. on Tues-
day unveiled a new marketing cam-
paign designed to promote the rela-
tionship between the struggling In-
ternet giant, its users and advertis-
ers, as well as revive its stale image.

The new campaign, centered on
the catch phrase “It’s Y'ou,” is part
of a renewed focus by Chief Execu-
tive Carol Bartz torevive the compa-
ny’s online advertising business,
which continues to deteriorate amid
the economic downturn and height-
ened competition from market
leader Google Inc.

Chief Marketing Officer Elisa
Steele said the company plans to
spend more than $100 million on the
global push, and has already laid out
plans for at least the next 15 months.
“We don't believe anyone else can
own this message in the market-
place,” Ms. Steele said at a press con-
ference Tuesday.

Since joining Yahoo in January,
Ms. Bartz has restructured manage-
ment, shed noncore assets, struck a
search pact with Microsoft Corp.
and shifted resources toward its big-
gest properties, such as its flagship
home page and e-mail service.

The marekting move comes
months after Microsoft launched its
own $100 million campaign for its
Bing search engine, which it intro-
duced earlier this summer to chal-
lenge Google. Yahoo and Microsoft
entered into a 10-year search part-
nership agreement in July.

Yahoo and Microsoft are seen fac-
ing intense antitrust scrutiny over
their deal. Ms. Bartz said she
doesn’t see any change in the regula-
tory environment and stands by its
targets. The companies previously
said they expect the deal to close in
early 2010.

Yahoo’s campaign is its first ma-
jor marketing effort in almost five
years, said Piper Jaffray analyst
Gene Munster. He said the compa-
ny’s brand has since gone “alittle bit
cold,” particularly compared with
start-ups such as social network
Facebook Inc. and microblogging
service Twitter Inc.

“They need to remind people
that they are still relevant,” Mr. Mun-
ster said.

But the ad campaign will likely
have little lasting impact if Yahoo’s
effort to revamp consumer products
fails to make its core Web proper-
ties more compelling to users.

The company recently unveiled a

Carol Bartz, Yahoo CEO, outside the Nasdaq Marketsite after ringing the opening
bell on Monday. The company unveiled a new marketing campaign Tuesday.

redesigned homepage, as well as a
series of upgrades to its e-mail, in-
stant messaging and Internet
search pages, part of its plan to re-
vive its online advertising business
which has been hit hard during the
economic downturn.

The Sunnyvale, Calif.-based com-
pany said in July its second-quarter

revenue fell 13% as the Internet por-
tal’s online advertising business con-
tinued to deteriorate.

Yahoo boasts that more than 500
million people visit the Internet gi-
ant every month and that people
spend 12% of their online time at Ya-
hoo sites. Ms. Steele said the com-
pany hopes to add new customers
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and defend its franchise. Yahoo said
the goals are different depending on
the region, noting that emerging
markets represents an untapped
area, while the company is looking
to protect its user base in the Asia-
Pacific region.

The ad campaign was rushed for
Ad Week in New York, a period in
which advertisers typically set their
budgets for the latter part of the
year, a point that analysts said was
clearly not lost on Yahoo.

“This is more targeted to adver-
tisers and agencies than consum-
ers,” said Colin Gillis, analyst at Brig-
antine Advisors.

Mr. Gillis said advertisers were
eager to hear how Yahoo intended to
make it easier for them to buy ads on
the Internet portal’s many proper-
ties.

“Consumers want good advertis-
ing,” Ms. Bartz said, adding that the
company is making it easier for com-
panies to deliver more relevant ads.
“This partnership of engaged users
is what Yahoo stands for.”

Still, others downplayed the rele-
vance of the new campaign.

“It’s irrelevant,” Mr. Gillis said.
“The real issue is to get more good
engineers and reinvent the site.”
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Sound policies set the stage for tuture growth

Solid fundamentals and stimulus measures to help
Slovakia survive the global downturn; economic
performance expected to improve next year

By Catherine Bolgar

0 many countries around
the world are suffering
the hangovers of having
binged on too much
government debt, consumed
beyond their means, and experi-
mented with exotic and toxic
instruments. Slovakia was like
the hard-working, sober neighbor
to the party next door. And like
so many people kept awake all
night by others’ reveling, Slovakia
also has a headache in the morn-
ing, through no fault of its own.

Return to growth

Slovakia has gone from being
the fastest-growing economy in
the European Union to holding a
less glamorous record: first-quar-
ter gross domestic product fell
11% from the previous quarter,
tying with Latvia for the EU’s
worst drop. Slovaks aren’t really
to blame: domestic consumption
slipped only 1%; it was demand
for Slovak exports that cratered,
says Juraj Karpis, analyst at the
Institute of Economic and Social
Studies (Iness), a think tank based
in the capital, Bratislava. The
International Monetary Fund
estimates that Slovak exports
will fall 16% this year from the
year before. However, the IMF
sees Slovakia’s GDP returning to
growth of about 1.9% next year.

“The current bad situation is
pretty external,” Mr. Karpis says.
“The factors that made our economy
strong are still here: low labor
costs, political stability, low taxes.”

As a small country of just over
five million people, Slovakia
realized that exports, not
domestic consumption, would
be the key to growth, says Anton
Marcincin, a Slovak economist
formerly with the World Bank
and now an independent
consultant. Without exports,
Slovak companies could never
get economies of scale to
compete with even-cheaper
rivals in Asia.

Euro zone membership has
protected Slovakia from the soaring
interest rates experienced by other
emerging markets.

SAMUEL KUBANI/AFP/Getty Images

When Slovakia belatedly
embraced free-market reforms
and globalization starting around
2001, it did it with gusto. It
privatized companies, reformed
pensions and health care, and
cut taxes to an attractive flat
19% rate. It joined the EU and
NATO, and, in January, adopted
the euro. Its per-capita GDP was
the lowest of any country to join
the euro, but disciplined policies
allowed Slovakia to beat neighbors
like Poland, the Czech Republic,
Hungary and Romania into the
monetary club.

As a result, foreign direct
investment surged in. FDI flows
rose from an annual average of
$635 million (€431 million)
between 1990-2000, to $3.26
billion, or 4% of GDP, in 2007.
Much of that went into the
automotive industry, and in 2007
tiny Slovakia led the world in
per capita car production. Besides
factories for Volkswagen AG of
Germany, PSA Peugeot Citroen
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Slovakia has led the world in
per capita car production. Factories
include this Volkswagen plant
in Bratislava.

While Hungary had to resort to
austerity measures, Slovakia was
in far better fiscal shape — its
2008 debt-to-GDP ratio was 28%
versus an EU average of 62%

— and could instead introduce
stimulus measures. Besides its
own €55 million cash-for-clunkers
program, Slovakia increased the tax
deductible for individuals, giving
Slovaks more money to spend, in
what is basically a €330 million
tax cut, says Mr. Karpis of Iness.
Businesses endangered by the
crisis can receive relief from social
contributions in a €30 million
program. And a big highway pro-
gram is foreseen.

Financial conditions

Another coping mechanism is
the euro. While interest rates
have soared in most emerging
markets, Slovakia was treated
like other euro zone members.
Bond spreads increased 1.8
percentage points, less than for
Greece or Ireland, and far better
than the 8.6-point increase in
Hungary, says Mr. Huefner of the
OECD. The spreads affect financing
not just for government debt but
also financial conditions for

individuals and companies.

Slovakia offers stability in other
ways as well. The new government
might be of a different political
party, but it is continuing many
of its predecessor’s conservative
economic policies, says Anders
Aslund, senior fellow at the
Peterson Institute for Interna-
tional Economics in Washington.
“It was very well managed before
and it keeps going.”

In addition, the current-
account deficit was financed by
foreign direct investments, so it
was “quite solid,” says Mr. Huefner.
Slovakia didn’t experience a real
estate bubble, and household
indebtedness was low. Individu-
als and companies didn’t take out
the kinds of foreign-currency loans
so problematic next door in
Hungary. The conservative banking
sector avoided toxic investments
and imprudent mortgages. The
tax and other reforms made
Slovakia very competitive.

Overall, “the fundamentals look
very good, so the crisis is hitting
them from outside,” says the
OECD’s Mr. Huefner. “They can’t
do much but wait for the outside
world to pick up.”

“The current bad
situation 1s pretty
external. The factors
that made our economy
strong are still here: low
labor costs, political
stability, low taxes.”

SA of France and Kia Motors
Corp. of South Korea, numerous
suppliers have set up shop, serving
not just Slovakia’s factories but
those around Europe as well.
The auto industry accounts for
over a third of total manufacturing.

Unfortunately, the auto industry
is one of the hardest-hit sectors
in the current global downturn.
On top of it, Slovakia makes a
number of high-end models, such
as the Porsche Cayenne and the
Audi Q7. That puts it beyond the
range of the cash-for-clunkers
stimulus programs in various
European countries — including
Slovakia — which tend to boost
sales of cars in the €12,000 range,
says Felix Huefner, senior econo-
mist at the Organization for
Economic Cooperation and Devel-
opment in Paris.

Slovakia also is a big producer
of flat screens, which have been
hit hard by the dive in consumer
spending. “Slovakia’s problem is
they are in global trade and in
product segments that aren’t in
demand right now,” he says.

It might sound dire, but
Slovakia has coping strategies
not available to some of its neighbors.
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Hynix receives an offer

Hyosung submits bid
for a 28% stake

in big chip maker

BY JUNG-AH LEE

SEOUL— Hyosung Corp. was the
only company to submit an offer to
buy amajor stake in Hynix Semicon-
ductor Inc. by the Tuesday deadline
imposed by the chip maker’s nine
creditors.

Korea Exchange Bank and eight
other creditors of Hynix, the world’s
second-largest computer memory
chip maker by revenue after Sam-
sung Electronics Co., have been
seeking to sell their combined
28.07% stake to recoup their invest-
ment in the company. The stake of
165.5 million shares is valued at
about 3.65 trillion won ($3.02 bil-
lion) based on Hynix’s Tuesday clos-
ing price.

Hyosung spokesman Lee Jung-
won said the South Korean conglom-
erate, which has interests in chemi-
cals and heavy machinery, submit-
ted a letter of intent to purchase the
stake. Mr. Lee declined to comment
on the financial details.

Hynix declined to comment.

Kim Sun-gyu, an official at KEB,
said Tuesday that the bank plans to
decide on the buyer to negotiate fi-
nancial terms sometime in Novem-
ber.

Analysts said synergies between
Hyosung and Hynix are hard to
come by because the two companies
are engaged in different businesses.

Mr. Lee at Hyosung declined to
say what kind of business synergies
are expected between the two, say-
ing only that the decision was made
by the company’s management.

Shareholders of Hynix this
month asked 43 local companies to

Tuesday’s close: 22,05!
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participate in the preliminary bid-
ding for the stake.

The shareholders’ combined
stake has fallen to 28.07% from 36%
last year after massive rights offer-
ings.

In 2001, Hynix nearly collapsed
under the weight of its debt after
chip prices plunged. It was bailed
out by its creditors, who became the
company’s shareholders via several
debt-to-equity swaps.

In November last year, sharehold-
ers selected Credit Suisse, Woori In-
vestment & Securities and Korea De-
velopment Bank as joint lead man-
agers for the sale, but the move was
delayed due to the global financial
turmoil.

Hynix this year received finan-
cial support from its shareholders,
including loans to ease market con-
cerns about the company’s financial
stability. Since then, the company
hasundergone extensive restructur-

ing.
Hynix said Tuesday that the re-
cent upward trend in the prices of
dynamic random access memory
chips, which are widely used in per-
sonal computers, is likely to con-
tinue for a while, suggesting that its
contract prices will also remain on
the rise to boost its profit.

“Market demand [for DRAM
chips] remains considerably strong
for now, so the upward trend in
prices will likely continue for a
while,” said James Kim, the compa-
ny’s vice president for investor rela-
tions. He attributed the recent price
rally to robust computer sales and
tight supply conditions.

For the quarter, Hynix posted its
seventh consecutive quarterly loss,
totaling 58 billion won, compared
with a year-earlier loss of 711 billion
won. Its operating loss was 211 bil-
lion won in the quarter, wider than
the 172 billion won loss a year ago.

Kurds suspend DNO’s

BY SPENCER SWARTZ

The future of Norwegian oil ex-
plorer DNO International ASA, a
key player in northern Iraq’s Kurd-
ish region, has been thrown into
question after new details surfaced
of a DNO money-raising effort last
October that has embarrassed the
Kurdish government.

The autonomous government
Monday suspended DNO’s opera-
tions for up to six weeks and said it
could terminate the company’s in-
volvement in Kurdistan, a fast-grow-
ing oil-producing region, if it
doesn’t take action to undo the “un-
justifiable and incalculable harm”
to the government’s reputation.

The government makes deci-
sions on a range of matters indepen-
dent of the Iraqgi government. It has
enjoyed a clean image in its dealings
with foreign investors.

While nothing illegal is alleged in
its assistance, the help fed specula-
tion that Kurdish officials may have
financially benefited. The govern-
ment denies any officials benefited
though it wasn’t clear why it didn’t
publicly disclose the assistance
with DNO’s treasury-share sale.

Fearing its stock price would get
hammered by the government’s de-
cision to suspend its operations,
DNO asked the Oslo Stock Exchange
to halt trading in its shares. The
stock is expected to resume trading
Thursday morning. The company
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has been producing around 40,000
to 50,000 barrels a day of crude in
Kurdistan, roughly half of the re-
gion’s production.

Marius Gaard, an analyst at Oslo-
based brokerage Carnegie, esti-
mates about 85% of DNO’s stock
valueisrelated toits Kurdistan oper-
ations, meaning shareholders
would stand to potentially lose a
chunk of money if the company’s
work in the region were canceled.

DNO’s predicament started in re-
cent days, when the Oslo Stock Ex-
change published information on
last October’s sale of DNO treasury
shares. DNO said it strongly ob-
jected to the exchange’s decision to
publish the information, prompted

operations

by a freedom-of-information re-
quest from a Norwegian newspaper.

DNO scrambled Tuesday for are-
sponse to the situation. “Our main
priority is now to seek dialogue with
the [Kurdish government] as soon
as possible and try to bring clarity
to the situation and what is needed
to find a solution,” said DNO Chief
Executive Helge Eide.

Tor Arne Olsen, a spokesman for
the Oslo Stock Exchange, said the
bourse stood by its decision to re-
lease the information, most of
which came from confidential con-
versations between the company
and the bourse. “We still think we
took the right decision in releasing
that information,” he said.

Analysts said it was unusual for
governments to act as a mediator in
a fund-raising exercise for a private
company.

Khaled Salih, a senior advisor to
the Kurdish government’s prime
minister, said the government de-
cided to assist DNO in the capital-
raising process in order to help the
company complete its work in prepa-
ration for exporting crude. “We did
not want DNO to delay because of
their cash needs,” Mr. Salih said.

The issue could aggravate al-
ready stormy relations with Bagh-
dad. Irag’s oil ministry has longed
objected to oil deals the Kurds
signed with foreign oil companies.

—Elizabeth Adams and Hassan
Hafidh contributed to this article.

Intel to promote software
that uses its Atom chip

By DoN CLARK

SAN FRANCISCO—Intel Corp. an-
nounced an effort to help chip cus-
tomers set up their own clearing-
houses to distribute programs for a
variety of gadgets as part of its strat-
egy to broaden the use of its chips
outside computer markets.

The move, one of a series of an-
nouncements at Intel’s annual fo-
rum for technology developers
here, is designed to broaden the ap-
peal of an Intel chip called Atom that
is now mainly used in low-end lap-
tops called netbooks.

Intel, extending an idea that Ap-
ple Inc. popularized with software
for the iPhone, hopes developers
will create simple, downloaded apps—
likely starting with netbooks, but
later targeting cellphones, con-
sumer-electronics devices and
other Atom-based products.

Intel doesn’t plan to operate app
stores itself, but will provide what it
calls a technology framework to
help Atom customers to set up their
own.

Software is a key element of In-
tel’s strategy to tackle new markets
such as cellphones, where rivals
that license microprocessor designs
from ARM Holdings PLC dominate
the field. Intel contends its new ef-
fort, called the Atom Developer Pro-
gram, will ensure that applications
will run on cellphones from multiple
manufacturers—while program-
mers often have to modify their of-
ferings to run on different ARM-
based phones—and work on other
kinds of devices, too.

“Ithink we will break down barri-
ers between industries,” said Paul
Otellini, Intel’s chief executive, who
discussed the effort during an open-
ing keynote speech at the forum.

One unusual wrinkle is Intel’s
plan to make it easier for apps—
which are normally targeted at a sin-
gle operating system—to run on
Atom-based devices that use either
Microsoft Corp.’s Windows or an In-
tel-backed operating system known
as Moblin. Microsoft said it will as-
sist by adapting its Silverlight soft-
ware—which adds video and anima-
tion to Web sites—to work with Mob-
lin. Rival Adobe Systems Inc., which
makes the popular Flash format,
also expressed support for the Intel
effort.

Dell Inc., Acer Inc. and Asustek
Computer Inc. also said they plan to
adopt the Intel app-store approach.
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Intel’s chief Paul Otellini, shown in May,
said the PC market was ‘amazing.’

Analysts said Intel’s effort makes
sense, but the company still faces an
uphill battle. ARM has made
progress in ensuring compatibility
between products that use its latest
chips. And ARM-based chips still of-
fer longer battery life than Intel’s
Atom, noted Roger Kay, an analyst
at Endpoint Technologies Associ-
ates.

This year’s Intel Developer Fo-
rum follows an industry slump that
hit bottominlast year’s fourth quar-
ter and has gradually eased since
then. Mr. Otellini noted that many
forecasters had originally expected
a big drop in unit personal-com-
puter sales for 2009, and most still
call for a slight decline.

But Mr. Otellini said he expects
PC unit sales for the year will be
“flat to slightly” up. “I think it’s
more than resilient, it’s amazing,”
he said of the PC industry.

The Intel event also comes one
day after the European Union re-
leased alarge number of emails and
other evidence to support its deci-
sion in May to fine Intel €1.06 billion
($1.56 billion). Mr. Otellini said EU
investigators ignored evidence that
would have undercut allegations
that Intel punishes PC makers that
use chips from rival Advanced Mi-
cro Devices Inc. “We don’t do exclu-
sive deals, despite what you read
and what you heard,” Mr. Otellini
said.

Hummer to locate in Michigan
after sale to Chinese vehicle maker

By JOHN STOLL

Hummer LLC plans to locate its
new headquarters in Michigan once
General Motors Co.’s sale of the
sport-utility vehicle maker to China’s
Sichuan Tengzhong Heavy Indus-
trial Machinery is finalized, Hum-
mer spokesman Nick Richards said.

The new headquarters, expected
at a refurbished site in either Detroit
or anorthern suburb of the city, prom-
ises to provide amodest lift to a Michi-
gan economy that has been battered
by the rapid decline of the U.S. auto in-
dustry. The region has lost tens of
thousands of automotive jobs due to
drastic restructuring at car compa-
nies and parts suppliers.

Hummer also considered sites in
Tennessee and South Carolina, but
Michigan pushed hard to keep Hum-
mer in the state as part of its drive to
remain at the center of the global
auto industry.

Hummer says it plans to create
300 jobs at the site, including those
in design, marketing, engineering
and distribution. An additional 600
jobs could be created in the surround-
ing parts-supply, contract-engineer-
ing and other industries, according
to State of Michigan estimates.

Hummer is committing to spend
$9.4 million for the facility over five
years, and the State of Michigan has
committed $20.6 million in tax cred-
its over the next 10 years.
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Suntory bids to acquire O

Japanese drinks firm
makes binding offer

in $3.82 billion deal

BY MARIETTA CAUCHI

LONDON—Buyout firms Black-
stone Group LP and Lion Capital
said Tuesday they received a bind-
ing offer for Orangina Schweppes
Group from Japanese drinks giant
Suntory Holdings Ltd.

Financial details of the transac-
tion weren’t disclosed but a person
close to the deal said the price tag is
€2.6 billion ($3.82 billion).

Blackstone and Lion Capital
bought Orangina in February 2006
for $2.24 billion, or €1.85 billion at
the time. The private-equity firms fi-
nanced the deal with €600 million in
equity and the balance in debt.

The deal—which is subject to an-
titrust clearance as well as discus-
sions with Orangina employee repre-
sentatives, and which is due to close
Oct. 31—would mark the latest own-
ership twist for closely held Oran-
gina, which bottles, distributes and
franchises a range of soft drinks. Its

Bloomberg News

Private-equity firms Blackstone and Lion Capital acquired Orangina for
$2.24 billion in February 2006, financing the transaction with equity and debt.

stable includes its trademark spar-
kling orange beverage, as well as na-
tional brands such as La Casera in
Spain and Rosinka in Ukraine. It had
2008 revenue of about $1.5 billion.

Based in the Paris suburb of
Levallois-Perret, Oranginais the No.
2 player in the European still soft-

drink market after Coca Cola Co.
and the No. 3 player in the European
carbonated soft-drinks market after
Coke and PepsiCo Inc.

Suntory Holdings, which bottles
and distributes PepsiproductsinJa-
pan and makes whisky brands such
as Yamazaki, is seeking to gain trac-

rangina

tion in the global market and diver-
sify its portfolio.

Closely held Suntory, which had
sales of about $16 billion last year, is
in parallel merger talks with Japa-
nese brewer Kirin Holdings Co. The
companies’ merger plans were filed
for review last week with Japan’s an-
titrust regulator, the Fair Trade
Commission.

Earlier this year, Suntory paid
more than €600 million for Groupe
Danone SA’s Australian and New
Zealand drinks business Frucor.

Orangina has rich ownership his-
tory. The private-equity firms bought
it in 2006 from Cadbury PLC, which
spun off the rest of its soft-drinks
business last year. It had earlier been
owned by French beverage power-
house Pernod Ricard SA. France
blocked Coke from acquiring Oran-
gina from Pernod Ricard in 1998.

Rothschild, J.P. Morgan Chase &
Co., Citigroup Inc., Blackstone Cor-
porate Advisory, Royal Bank of Scot-
land Group PLC and Nomura Hold-
ings acted as financial advisers to
Lion Capital and Blackstone. Bank of
America Merrill Lynch advised Sun-
tory.

—Hiroyuki Kachi in Tokyo
contributed to this article.

IBM sets African push,

By WiLLiIAM M. BULKELEY

International Business Ma-
chines Corp. will try to sell a new
package of low-priced computer
desktop applications to companies
and governments in Africa, challeng-
ing Microsoft Corp. and other rivals
in the region.

IBM, which has been pushing
into developing markets like Africa
and Asia as mature markets slow,

said the package—which includes
basic programs like word process-
ing and email—would be made avail-
able to customers via remote “cloud
computing” facilities, meaning us-
ers could access the programs from
the Web. It would cost $10 per
month per user, and can run on so-
called netbook computers, or low-
cost PCs priced around $300.

IBM is working in collaboration
with London-based Canonical Ltd.,

challenging Microsoft

which makes Linux software and
was started in South Africa.

The African market for informa-
tion technology is relatively small,
but unlike Europe and the U.S,, it is
growing even in the recession. Mar-
ket researcher IDC predicts it will
rise 2.3% this year to $22.1 billion.

A number of vendors and non-
profit organizations are trying to
spread Web access and personal
computing in Africa, many focused

on free Linux products. But many
businesses and governments have
stuck with Microsoft, rather than
open-source systems like Linux, to
avoid risks of bugs and to feel safer
about service. Microsoft often pro-
vides financially attractive pack-
ages in developing economies and
has reached licensing agreements
with Libya, Egypt and other African
governments. Microsoft declined to
comment on the IBM plans.

Henkel taps

ASSOCIATED PRESS

FRANKFURT—Simone Bagel-
Trah on Tuesday was named chair-
woman of the supervisory board of
German consumer-goods company
Henkel AG, making her the first
woman to head the board at a com-
pany listed on the country’s main
stock index.

Dr. Bagel-Trah, 40 years old, is
the great-great-granddaughter of
the company’s founder, Fritz Hen-
kel. She succeeds his great-grand-
son, Albrecht Woeste.

A supervisory board is the Ger-
man equivalent of a U.S. board of di-

Bagel-Trah as supervisory-board head

rectors. It oversees a company’s
management board, which runs
day-to-day business.

“We are very much looking for-
ward to working together with Si-
mone Bagel-Trah in taking our com-
pany successfully forward,” said
Kasper Rorsted, the company’s
chief executive.

Diisseldorf-based Henkel is
known for products including Per-
sil and Purex laundry detergents,
Pril and Somat dishwashing deter-
gents, and a range of home and in-
dustrial adhesives and tapesinclud-
ing the brands Pattex and Loctite.

Dr. Bagel-Trah is the first
woman to head the supervisory
board of a company on Frankfurt’s
main DAX index of blue-chip stocks.
A minister in the government of
Chancellor Angela Merkel—Germa-
ny’s first female leader—said it was
an important step.

The election of Dr. Bagel-Trah to
head the boardis “animportant sig-
nal for businesses, as Dr. Merkel’s
chancellorship [was] for politics,”
Ursula von der Leyen, the minister
for families, told the daily Ta-
gesspiegel.

Dr. Bagel-Trah, a doctor of micro-

biology and a mother of two, is also
the chairwoman of Henkel’s share-
holders’ committee.

She is the fifth generation of the
Henkel family to be involved in the
company’s operations.

Dr. Bagel-Trah is also a partner
and director of clinical microbiol-
ogy research company Antiinfec-
tives Intelligence, based in Rhein-
bach, near Bonn.

For the first half of the year, Hen-
kel reported a 1% increase in net
profit to €260 million ($381.6 mil-
lion) from €257 million a year ear-
lier, on sales of €6.74 billion.

Dow Jones to close Far Eastern Economic Review

BY SHIRA OVIDE

Dow Jones & Co. said it plans to
close the Far Eastern Economic Re-
view, bringing down the curtain on
the 63-year-old magazine as the
company redirects resources to its
other news outlets in Asia.

Dow Jones previously cut the
staff and publishing schedule of the
Hong Kong-based magazine, which
has chronicled business and politics
in the region in the tumultuous de-
cades since World War II.

The company overhauled the Re-
view five years ago, transforming it
from a staff-written weekly to a

monthly with essays and analysis
from political, academic and busi-
ness experts. The move cut about 80
positions, or nearly all the maga-
zine’s staff.

The publication has struggled
withlosses amid the proliferation of
global news outlets and the migra-
tion of readers to the Web. Dow
Jones said in a statement that the sit-
uation was unsustainable. The clo-
sure is planned for December.

Dow Jones said the Review’s re-
maining six editorial employees will
be offered positions elsewhere at
the company. Dow Jones is owned
by News Corp., which also publishes

The Wall Street Journal. Hugo Re-
stall, the Review’s editor since
2004, remains a member of the Jour-
nal’s editorial board.

The Review made its debut in
1946 as Asia emerged from the war,
and became one of the most aggres-
sive news organizations in the re-
gion. Its coverage made it the target
of lawsuits in places like Singapore,
where it was ultimately banned.

Until late 1986, Dow Jones
shared ownership of the Review
with the publisher of the South
China Morning Post, an English-lan-
guage newspaper based in Hong
Kong. Dow Jones took over full own-

ership in a deal with News Corp.,
which had acquired a controlling in-
terest in the Post. News Corp.
bought Dow Jones in 2007.

With the closure of the Review,
Dow Jones said it will focus its Asia
coverage in other publications, in-
cluding the Journal, its Chinese-lan-
guage Web site, aplanned Japanese-
language Web site and new mobile
services.

Rupert Murdoch, News Corp.’s
chairman and chief executive, has
said India and other fast-growing
Asiannations are a growth opportu-
nity for the company’s entertain-
ment and news businesses.

GLOBAL
BUSINESS
BRIEFS

Wipro Ltd.

Former SAP executive
will join Wipro board

Wipro Ltd. said Henning Kager-
mann, who retired as the chief execu-
tive of Germany’s SAP AG in May,
will join its board of directors Oct.
27. With Mr. Kagermann’s addition,
seven of the Indian software export-
er’s 11 directors will be independent,
Wipro said. Mr. Kagermann is the
president of the German Academy
of Science and Technology. He is
also a member of the supervisory
boards of Deutsche Bank AG, Mu-
nich Re, Deutsche Post in Germany
and Finland’s Nokia Corp.

Bertelsmann AG

Random House’s Doubleday im-
print said Dan Brown’s novel “The
Lost Symbol” sold more than two
million copies in the hardcover and
e-book formats in its first full week
on sale in the U.S., Canada and the
U.K. Random House, which is owned
by Bertelsmann AG of Germany,
said the performance represents a
one-week sales record for the pub-
lisher. “The book is exceeding our ex-
pectations,” said Doubleday spokes-
woman Suzanne Herz. Mr. Brown’s
novel is his first since “The Da Vinci
Code,” in 2003, which has more than
81 million copies in print.

GM Daewoo Auto

GM Daewoo Auto & Technol-
ogy Co. said it filed a petition in a
Seoul court seeking to prevent its
products from being copied by
Tagaz Korea, a South Korean unit
of Russian car maker Tagaz. GM
Daewoo, the South Korean unit of
General Motors Co., said two of its
former employees, who also re-
cently worked for Tagaz Korea,
were arrested and indicted this
month for alleged technology
theft. The first hearing will be
held Wednesday in the Seoul Cen-
tral District Court to decide on GM
Daewoo’s petition, a company
spokesman said.

Rio Tinto Ltd.

Rio Tinto Ltd. said it struck a
deal to sell its Alcan Composites
business for $349 million to Switzer-
land’s Schweiter Technologies AG.
Riohas been seeking to divest the Al-
can engineering assets since its
2007 takeover of the aluminum
group. Alcan Composites is based in
Switzerland and manufactures com-
posite materials for the display, ar-
chitecture, and wind energy sectors.
Rio said the sale is expected to be
completed by the end of the year sub-
ject toregulatory approvals and em-
ployee consultation.

Hebei Iron & Steel Group

Chinese regulators have condition-
ally approved a merger to create one
of the nation’s largest steel mills, part
of apush by the government to consol-
idate its steel industry. Hebei Iron &
Steel Group’s three listed units—
Tangshan Iron & Steel Co., Handan
Iron & Steel Co. and Chengde Xinxin
Vanadium & Titanium Co.—said Tues-
day the China Securities Regulatory
Commission has conditionally ap-
proved their plan to merge. Under the
plan, Tangshan Iron will take over
Handan Iron and Chengde Xinxin Va-
nadium & Titanium, the companies
said earlier this year.

—Compiled from staff
and wire service reports.
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Poll has bright spots, warning for Obama

Erosion of support for health revamp slows, but concern is cited over Afghanistan; independents disapprove overall

BY JONATHAN WEISMAN

U.S. President Barack Obama
faces significant doubts from the
American public about the war in Af-
ghanistan and his handling of foreign
policy more broadly, according to a
Wall Street Journal/NBC News poll.
At the same time, the president has
shored up eroding support for his top
domestic priority, with the survey
showing he has arrested the slide in
support for his health-care plan.

The poll of more than 1,000
adults, taken within the past week,
shows growing optimism that the
economy has begun to turn around.
And the president’s overall approval
rating has held steady at 51% since
August, as his message on health
care has clearly begun to penetrate.

But the survey also has some
strong warnings for Mr. Obama.

For the first time, independent
voters—who delivered Mr. Obama
the White House and Democrats con-
trol of the Congress—disapprove of
the job he is doing, 46% to the 41%
who approve. In July, 49% of inde-
pendents approved of the president,
against 38% who disapproved.

New doubts about the president
have coincided with newhopes for Re-
publicans, who appeared flattened
by the election nearly a year ago.

As the 2010 election cycle heats
up, independent voters now favor
Republican control of Congress by
four percentage points.

“For a party walloped two cycles
in a row with independents, I think
those are very important stories,”
said William McInturff, a partner at
the Republican polling firm Public
Opinion Strategies, who conducts the
Wall Street Journal/NBC News poll
with Democratic pollster Peter Hart.

As Mr. Obama ramps up his focus
on diplomacy this week—at the
United Nations General Assembly in
New York and then hosting a sum-
mit of world leaders in Pittsburgh—
the percentage of Americans who ap-
prove of the job Mr. Obama is doing
on foreign policy has dropped to
50% from 57% in July.

Americans are pessimistic about
the prospects of victory in Afghani-
stan; 59% say they are feeling less
confident that the war will come toa

Americans on President Obama, health care and Afghanistan

Mixed ratings for the president...

Do you generally approve or
disapprove of the job that Barack
Obama is doing in handling...

the economy?

Approve 50%
A, 49%

Disapprove _ 42
I 44

foreign policy?

Approve _ 50%
A 57%

Disapprove _36
I 33

More open to health-care reform...

From what you have heard about
Barack Obama's health care plan, do
you think his plan is a good idea or a
bad idea?

Good idea

0r T
April May

T
June July Aug. Sept.

Division over Afghanistan

Would you strongly support,
somewhat support, somewhat
oppose, or strongly oppose increasing
troop levels in Afghanistan?

Strongly
support

19%

Somewhat
support
Somewhat 25%

oppose

20%

Not sure: 5%

Source: NBC News/Wall Street Journal poll of 1,005 adults, conducted Sept. 17-20; margin of error for Obama approval and Afghanistan responses: 4.4 percentage
points and for health-care responses: 3.1 percentage points

successful conclusion. And 51% say
they would oppose sending more
troops to the conflict.

“No matter what we do, it’s not
going to be the right thing,” said
Rick Culotta, a 46-year-old Republi-
can in Metairie, La., who responded
to the poll.

On the economy, Americans
aren’t euphoric, but the mood is
clearly improving. Nearly one-quar-
ter of the poll’s respondents said
they feel satisfied with the state of
the economy. which marks a
10-point jump from July. Thirty-five
percent of the country now believes
the economy has pretty much hit
bottom, compared with 27% who
thought so in July.

Mr. Hart, the Democratic poll-
ster, said Americans don’t so much
think the economy has turned
around as they believe their for-
tunes “are less bad than they were.”

Rising optimism about the econ-
omy generally helps a sitting presi-
dent. But the poll shows some ambiv-
alence about Mr. Obama’s economic
prescriptions. By a wide mar-
gin—45% to 34%—Americans said
his economic-stimulus plan was a
bad idea, though by 46% to 43%,
they say without it, the recession
would have been worse. Even

though the economy has improved,
ratings for the stimulus plan
haven’t, suggesting attitudes about
the program may be fixed.

InFebruary, as the president was
pressing for his stimulus plan, 51%
of Americans said the government
should do more to solve problems
and meet the needs of people. Just
40% said the government was doing
too many things better left to busi-
nesses and individuals.

This month, 49% said govern-
ment is doing too much, while 45%
said government should be doing
more.

“The government is just too, too
big,” said Gene Garcia, 68 years old,
a Democrat and Obama voter in Ar-
vada, Colo. “Some things they have
to leave to the states.”

Meanwhile, the intensifying de-
bate in Washington over how to han-
dle Afghanistan mirrors divisions in
the country at large. Almost half the
country, 49%, sees the war in Af-
ghanistan as somewhat or very un-
successful; 46% see success, but
only 8% see it as very successful.

Even when reminded of the na-
tion’s potential vulnerability in los-
ing the war started to rout al Qaeda,
a plurality was unmoved; 45% said
they were most concerned that the

nation would invest lives and re-
sources into the war with little to
show for it; 44% said they were
more concerned that the nation
wouldn’t do enough to confront al
Qaeda and the Taliban and would be
more vulnerable because of it.

A Taliban victory “means they
could set up bases and launch new at-
tacks,” said Jay Vosburgh, 53, an in-
dependent voter from Plano, Texas,
who voted for Republican John
McCain and is now favorable to Mr.
Obama. But he has still had enough.
“They’re trying to fight al Qaeda,
but it’s probably gone on too long.”

At the same time, only 38% favor
an immediate and orderly with-
drawal from Afghanistan, while 55%
oppose a pullout. That is reminis-
cent of the public-opinion stalemate
that faced lawmakers on Iraq when
that war began going poorly.

On the key issue of health care, a
revitalized effort by Mr. Obama to
drive home his message appears to
be having an impact. As a priority
for the federal government, job cre-
ation and economic growth are still
on top, with 30% saying those
should be the primary task of Wash-
ington. But that is down from 38% in
July. Meanwhile, health care has
jumped to the top priority of 21% of

Americans, from 14%.

“It’s broke. We need to fix it,” Wil-
liam B. Cole, a 66-year-old retiree in
New Castle, Va., said of the health-
care system. He said Mr. Obama’s
speech reinforced his support.

Last month, 47% disapproved of
the president’s handling of health
care, versus 41% who approved.
Now, those numbers are about even,
with 45% approving and 46% disap-
proving. More people still believe
the president’s health-care plan is a
bad idea than a good one, 41% to
39%. In July and August, 42% said it
was a bad idea while 36% thought it
was a good idea.

But 45% said it would be better to
pass the plan than stick to the status
quo; 39% favor keeping the current
health system.

The president’s effort to reas-
sure Americans that his plan
wouldn’t harm them appears to be
working; 53% say Mr. Obama’s
health plan will either not affect the
quality of their health care or will im-
prove it. Only 36% said quality
would get worse. In August, 40%
said quality would get worse.

The improvement is relatively
modest, Mr. McInturff said, espe-
cially given the president’s barn-
storming the nation, his address to
Congress two weeks ago and his me-
dia blitz. “A president cannot do
much more than that,” he said.

Democrats, meanwhile, retain a
political advantage over the Republi-
cans. Nearly ayear after handing con-
trol of Washington to Democrats,
Americans still like the majority
party better than the opposition:
41% feel positively about Democrats
and 28% feel positively toward Re-
publicans, largely unchanged since
July.

But the poll has some encourag-
ing results for Republicans a little
more than a year before the mid-
term elections. Republicans have
gotten closer to the Democrats as
the party that Americans want to
see in control of Congress after the
November 2010 elections, 40% to
43%.In July, Democrats held a seven-
point edge, 46% to 39%.

—Nomaan Merchant and
T.W. Farnam contributed
to this article.

Virologist’s charge Russia is hiding swine flu creates storm

BY GREGORY L. WHITE

MOSCOW—A top Russian virolo-
gist’s charge that health authorities
are drastically understating the
number of cases of swine flu—a
claim that senior health officials
fiercely rejected—has raised ques-
tions about Russia’s claims to be rel-
atively unaffected by the pandemic.

The controversy started late Sun-
day, when state television carried
an interview with Dmitry Lvov,
head of the government’s Institute
of Virology, who reported what he
said was Russia’s first death from
HIN1 influenza, saying his institute
had tested a sample from the vic-
tim.

Dr. Lvov, one of the country’s
most prominent health specialists,
also said there were “tens of thou-
sands” of HIN1 cases in Russia, far
more than the 381 the government
officially reports.

Top officials have strongly re-
jected both claims. Public-health
chief Gennady Onishchenko ac-
cused Dr. Lvov of an “informational
terrorist act,” according to the offi-
cial ITAR-Tass news agency. Author-
ities published detailed informa-
tion about the death Dr. Lvov re-
ferred to, arguing that the patient
died of pneumonia and other under-
lying health conditions, not HIN1.

But the storm has continued, as
Dr. Lvov has stuck by his charges
and other specialists too have cast
doubt on the official figures.

A doctor answering a swine-flu
hotline at the state-run Influenza In-
stitute in St. Petersburg this week
said, “There have been lethal cases
of this flu in Russia. It couldn’t be
otherwise; we’re not isolated from
the world.” Officially, Russia is one
of the few countries left in the
world without a single HIN1 death.

The debate has caused an un-

usual split in the state media, which
typically work in lock-step. Dr.
Lvov’s comments came in a prime-
time exposé on the national Rossiya
channel that called into question
the government’s readiness to deal
with the pandemic. Tuesday, the of-
ficial newspaper, Rossiiskaya
Gazeta, took the opposite tack, car-
rying the Health Ministry’s denial.

Public suspicion about official
transparency of health risks runs
deep in Russia, where the former So-
viet government frequently cov-
ered up major outbreaks. Polls
show deep dissatisfaction with the
underfunded state-run health sys-
tem. Poor medical care is cited by in-
ternational health organizations as
a major reason why life expectancy
in Russialags behind levels in West-
ern countries.

In his TV interview, Dr. Lvov ac-
cused Dr. Onishchenko’s agency of
trying to cover up the scale of the

outbreak to conceal the failure of
their efforts to keep it out of Russia.
Dr. Onishchenko rejected those alle-
gations.

In its HIN1-control efforts, Rus-
sia has emphasized limiting expo-
sure, measuring the temperatures
of airline passengers coming from
infected countries and quarantin-
ing the sick.

Dr. Onishchenko also has called
on Russians not to travel to coun-
tries with major outbreaks, includ-
ing the U.S. and U.K. Earlier this
year, his agency banned some pork
imports to combat the flu, even
though the virus isn’t carried by
meat. The agency reports daily on
the number of airline passengers
checked for fever.

Critics have charged that those
measures are bound to fail, given
the broad spread of the virus, and
called for more steps to control do-
mestic transmission and to prepare

to treat the sick, such as expanding
testing and intensive-care facili-
ties.

“There’s no utility in attempting
to stop an influenza virus at the bor-
der,” said Michael Osterholm, a pan-
demic flu expert who is director of
the Center for Infectious Disease Re-
search and Policy at the University
of Minnesota. “It’s like trying to
keep a submarine intact with screen
doors.”

Russian officials say they are
testing a vaccine and expect to have
about 40 million doses by the end of
the year, enough to cover about 30%
of the population. The Health Minis-
try this week also reported that lo-
cally developed antiviral drugs
were more effective, cheaper and
safer than foreign ones such as Tam-
iflu and that production would be
ramped up in the coming months.

—Olga Padorina and Betsy McKay
contributed to this article.



