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BP announced a “giant” oil
discovery deep beneath the
Gulf of Mexico, the UK. com-
pany’s latest find in an area
that is proving to hold con-
siderable resources, but
stretches the limit of BP’s
technical capabilities. Page 5

M Federal Reserve officials
were far more upbeat last
month about the U.S. eco-
nomic outlook, minutes of
the meeting showed. Page 9

M The U.S. lost 298,000 pri-
vate-sector jobs in August, an
improvement over July’s re-
vised drop of 360,000. Page 9

M EU finance ministers
backed curbs on bank bo-
nuses but aren’t united over
specific proposals for the
coming G-20 summit. Page 3

B U.S. stocks extended their
losing streak to four straight
sessions as investors turned
defensive. European shares
also declined. Page 20

M Spain reported a 2.4% rise
in August jobless claims,
highlighting risks across the
euro zone as stimulus and
job programs unwind. Page 2

B New-car registrations in
Germany rose 28% in Au-
gust, boosted by govern-
ment-backed incentives to
trade in old cars. Page 6

B GM expects Spain, Britain
and Poland to provide about
$1.42 billion in aid to help re-
structure the auto maker’s
Opel unit. Pages 6, 32

H A watchdog found that
the SEC mishandled its ex-
aminations into the dealings
of Bernard Madoff. Page 21

M Greece’s prime minister
called an early general elec-
tion for Oct. 4, seeking a re-
newed mandate to impose
tougher economic changes.

H A bomb exploded outside
the Athens Stock Exchange,
injuring @ woman and exten-
sively damaging the building.

M Iceland’s economy should
start a gradual recovery by

early 2010, but major struc-
tural changes are still neces-
sary, the OECD said. Page 2

M A Taliban bomber killed
Afghanistan’s deputy intelli-
gence chief and at least 22
other people. Page 4

M Liechtenstein agreed to
give Germany client data in
tax-fraud inquiries. Page 3

M Chinese protectionism is
a concern, the European

Chamber of Commerce said
in an annual paper. Page 4
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2009 projection: 260 million -270 million bottles

Global Champagne sales,

in‘millions of bottles
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Champagne’s bubble bursts

By CHRISTINA PASSARIELLO

The bubbly has gone flat.

Grape growers and bot-
tlers of Champagne agreed to
pick 32% fewer grapes this
year, leaving the excess fruit
to rot on the ground, in a
move to counter fizzling bub-
bly sales around the world
amid the economic down-
turn.

The result of the slashed
harvest and further reduc-
tions will be a 44% cut in the
number of bottles produced
this year. It is one of the stark-
est signs yet of how cutbacks
in consumer spending are af-
fecting this segment of the
luxury-goods market. The as-
sociation hasn’t significantly
cut volume of usable grapes
since 1955, when a bumper
harvest was reduced.

Global Champagne sales
are expected to plunge to as
low as 260 million bottles
this year from a high of 339
million bottles in 2007. Sales
dipped in 2008 as the reces-
sionset in, to 322 million bot-
tles, for the first time since
2000.

As a result, producers
such as LVMH Moét Hen-
nessy Louis Vuitton—the
world’s biggest Champagne
maker—have been lobbying
to lower global volumes of
Champagne rather than hav-
ing to empty their full cel-
lars of unsold bottles at bar-
gain prices. The Champagne
industry’s governing body,
the Comité Interprofession-
nel du Vin de Champagne, es-
timates there are more than
1.2 billion spare bottles sit-
ting in warehouses.

But the move is controver-
sial. The French government
as recently as last year had
planned to expand the farm-
able land in Champagne—the
only region in the world
where the name can be used—
because demand was ex-
pected to grow, especially
from consumers in the U.S.
and U.K.

Independent growers in
the Champagne region sup-
ply 90% of the fruit needed
for bottlers. The harvest is
set to begin in the next two
weeks.

Now, hundreds of Cham-
pagne farmers in the region
are going to bear the brunt of
the forced cut in supply.

“For thirty years, growers
have had the upper hand by
controlling the primary mate-

Please turn to page 31

Brown denies U.K.
made deal on release

BY STEPHEN FIDLER
AND PAUL SONNE

Fallout from the convicted
Lockerbie bomber’s release re-
verberated through-
out the U.K. on
Wednesday, as
Prime Minister Gor-
don Brown denied
that his government
conspired to force
the decision and
Scotland’s parlia-
ment rebuked the jus-
tice minister who
made it.

Early in the day,
Britain’s foreign min-
ister, David Miliband, con-
firmed that the U.K. had been
willing to see the bomber let
out of prison, as revealed in a
memo that fanned contro-

Gordbn Brown

versy on Tuesday. “We did not
want him to die in prison,” Mr.
Miliband said in a BBC radio
interview.

Since Scottish authorities’
controversial deci-
sionlast monthtore-
lease Abdel Baset al-
Megrahi—the Lib-
yan convicted of the
1988 bombing of a
U.S. jet over Locker-
bie, Scotland, that
killed 270 peo-
ple—Mr. Brown has
faced speculation
that the U.K. pressed
for his release to fa-
cilitate British oil in-
terests in Libya. Scottish offi-
cials said they decided, with-
out outside influence, to allow
Mr. al-Megrahi, diagnosed

Please turn to page 31
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O to rule
aid to Airbus
was improper

By JoHN W. MILLER
AND DANIEL MICHAELS

The World Trade Organiza-
tion is expected to rule Friday
that European governmentsil-
legally subsidized Airbus air-
craft,inthefirst significant rul-
ing in along-running trans-At-
lantic trade dispute, according
to trade officials, lawyers and
executives from both sides.

Legal experts say the
WTO’s preliminary decision,
part of a process that could
drag on for years, may ulti-
mately alter the framework for
government aid to airplane
makers, which invest billions
in developing new jetliners.

But in the five years since
the U.S. brought its subsidy
complaint to the WTO on be-
half of American aerospace gi-
ant Boeing Co., the economic
and political winds have
shifted sharply.Indeed, theglo-
bal financial crisis may have
permanently altered the con-
sensus for what is acceptable
public support for industry.

Recent bailouts of financial
institutions, car makers and
other companies by govern-
ments, including the U.S., have
run into hundreds of billions of
dollars. That dwarfs the sumsin
dispute in the Airbus case and a
subsequent subsidy complaint
brought against Boeing by Air-
bus and the European Union.

WTO officials say may of
those bailouts, as well as Buy
American provisions of the

U.S. economic-stimulus pack-
age, break some of the trade
organization’s rules on subsi-
dies, threatening to render
the rules irrelevant.
Aerospace is one industry
thatmany politicians and busi-
nesspeople around the world
believe deserves a degree of
government support because
of the huge investments, long
payback periods and number
ofhighly skilled jobs involved.

Trade turmoil

M Little progress is expected on
Doha in New Delhi.......ccccmumunee 3

The U.S. filed its case
against the EU in 2004, alleg-
ing EU member states gaveil-
legal subsidies to Airbus, a
unit of European Aeronautic
Defence & Space Co. The EU
quickly launched a similar
case against the U.S., alleging
that the U.S. illegally subsi-
dized Boeing. The EU case
against Boeing is under re-
view. A preliminary ruling
may be months away.

Boeing officials say they
hope Friday’s WTO decision
could help the company’s cam-
paign against current plans
by EU governments to offer
EADS roughly €2.9 billion
($4.1 billion) in loans to sup-
port a new Airbus model, the
long-range A350, on preferen-
tial terms similar to loans for
previous planes that sparked

Please turn to page 31
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Spain reports 2.4% rise
in August jobless claims

Increase highlights
risks for euro zone
as stimulus unwinds

BY CHRISTOPHER EMSDEN
AND JONATHAN HOUSE

MADRID—A renewed jump in
jobless claims in Spain highlights
the risks for other members of the
euro zone as they phase out fiscal-
stimulus and job-creation pro-
grams.

Spanish jobless claims resumed
their rise in August, jumping 2.4%
from July, as August vacations slack-
ened the pace at nontourism indus-
tries and the government’s €8 bil-
lion ($11.45 billion) stimulus plan
for local infrastructure projects be-
gan to wind down.

The Spanish said the program
had created about 400,000 jobs
since April. Hiring for the summer
tourism season also contributed to

CORRECTIONS &
AMPLIFICATIONS

Cerberus Capital Management
investors asked to withdraw $4.77
billion from the firm’s original hedge
funds, or 70% of the assets belonging
to outside clients in the funds. A
Money & Investing article Monday in-
correctly said clients asked to with-
draw $5.5 billion, based on a calcula-
tion that incorrectly included addi-
tional assets belonging to Cerberus
employees.

First Wind Energy Holdings LL.C
was awarded cash grants from the
U.S. government totaling $115.1 mil-
lion. A Leading the News article
Wednesday about subsidies for re-
newable-energy development incor-
rectly gave the amount as $74 mil-
lion.

the modest declines in jobless
claims in May, June and July.

“It’s hard to reach the conclu-
sion, that beyond government sup-
port, there’s been an improvement
in the job market,” said Jose Luis
Martinez, a strategist for Citigroup
in Madrid. Citigroup expects Spain’s
unemployment rate to rise to 21% at
the end of this year, from July’s
18.5%, the highest unemployment
rate among the 27 nations of the Eu-
ropean Union.

Economists also expect unem-
ployment in Germany and France to
start rising in the fourth quarter
when those countries phase out car-
scrapping programs. The programs,
which allow customers to trade in
their old vehicle for a discount on
buying a new one, have helped to lift
output in the car sector and boosted
industrial production.

“A second wave in unemploy-
ment will come in the second half of
2010, when public construction,
which is currently up by 30% in the
euro area, will start declining,” led
by Spain and Germany, said Sylvain
Broyer, an economist at Natixis in
Frankfurt.

Despite increasing signs that the

-

Spiraling higher
Spanish jobless claims,
monthly, in millions

Photo: Reuters
Source: Finance Ministry of Spain

16-country euro zone will grow on a
quarterly basis for the first timeina
year in the current quarter, econo-
mists say they are concerned that
the recovery could stutter when
emergency stimulus measures de-
signed to protect jobs are discontin-
ued. The euro zone’s unemployment
rate rose to 9.5% in July from 9.4% in
June, the highest level for more
than a decade.

In Germany, plans such as the
short-week, a subsidized program
that allows companies to retain em-

ployees while cutting their work
hours, have helped the official job-
less rate grow by the least in Eu-
rope. Mr. Broyer said Germany’s job-
less rate would be three percentage
points higher than the reported 7.7%
rate for July if it weren’t for the pro-
gram, which is due to expire at the
end of the year.

Government measures to sup-
port the labor market across the
euro zone may prove hard to main-
tain, with most major European
economies well beyond the budget-

deficit limits set by European Union
rules. Spain is studying a tax in-
crease, while Germany has said it
won’t replace its cash-for-clunkers
program once the money runs out
this fall.

Economists also say they worry
that in some countries weak global
demand won’t be enough to sustain
the economic activity created by
government stimulus measures.

—Gabriele Parussini in Paris
and Nina Koeppen in Frankfurt
contributed to this article.

Iceland’s economy seen recovering in early 10

By ANNA MOLIN

Iceland’s economy should start
to recover early next year, al-
though the country still needs to
make structural changes before
lifting itself out of recession, the
Organization for Economic Coop-
eration and Development said
Wednesday.

The Paris-based think tank said
Iceland’s economic contraction,
which it projects around 7% this
year, will be worse than in most
OECD countries, but the nation
should “begin a gradual recovery

in 2010 assuming that large en-
ergy-related investments get un-
der way as planned.” It forecast a
0.8% contraction in gross domes-
tic product for 2010.

The island nearly suffered a
meltdown as its three biggest
banks, representing 85% of the
banking sector, were toppled by
$80 billion of debt, several times
the country’s GDP.

“While Iceland is in part a vic-
tim of the international crisis, its
severe plight largely results from
a recent history of ineffective
bank supervision, exceptionally ag-

INDEX TO BUSINESSES

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
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gressive banks and inadequate
macroeconomic policies,” the
OECD said.

Weaknesses in financial super-
vision needs to be corrected and
steps should be taken to repriva-
tize the banking sector, preferably
with the help of foreign banks, the
report said. Iceland in August an-
nounced the recapitalization of
two of the three banks it national-
ized and agreed to reimburse the
U.K. and the Netherlands almost
$6 billion used to compensate U.K.
and Dutch depositors who lost
money in failed Icelandic Internet
bank Icesave.

Restrictions on capital flows
implemented to prevent a domes-
tic run on the currency and stabi-
lize the exchange rate “should be
lifted as soon as can be safely done
to allow the resumption of normal

financial relations with foreign
markets.”

Furthermore, the OECD said Ice-
land should seek euro-zone entry
as soon as possible if allowed to be-
come a member of the European
Union. It applied for membership
in July.

“Past monetary policies based
both on exchange rate and infla-
tion targeting have produced un-
satisfactory results,” the OECD
said. “Byjoining the euro area, Ice-
land would share the benefits of
the [European Central Bank’s]
credibility, including lower risk
premiums,” it said.

The OECD said inflation should
ease to around 2.5% as businesses’
pricing power shrinks and cur-
rency depreciation effects peter
out, while unemployment is fore-
casttorisetoapeak of10%in 2010.
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U.S. gets new debut at world trade summit

Leadership changes
motivate the hopeful
to think about a deal

The Obama administration’s
first formal meeting with the
world’s trade ministers is likely to
underscore how the U.S.’s reticence
to pursue a free-trade agenda in the
face of domestic opposition has be-
come the main obstacle to moving
forward on global trade talks.

By John W. Miller in Brussels
and Peter Fritsch in Washington

The talks Thursday and Friday in
New Delhi between officials from 36
countries, including U.S. Trade Rep-
resentative Ron Kirk, are the first

The Slump in trade

The financial crisis has set back
world trade flows to their lowest
levels since 2005, in trillions of
U.S. dollars

0
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Note: Figures for all years are the value of total
goods traded in world from January to April
Source: Global Trade Information Services

since a summit in Geneva in July
2008 failed to kick-start global
trade talks.

The so-called Doha Round of
trade talks was launched in Novem-
ber 2001 as a grand bargain of global
commerce. The deal was simple: Eu-
rope and the U.S. would open up
their markets to agricultural trade
and, in exchange, get better access
for manufacturers and service pro-
viders in booming markets such as
China and India.

Since last summer, enough has
changed to give World Trade Organi-
zation director Pascal Lamy hope of
reviving the eight-year-old negotia-
tions, which have long been stymied
by fears on the part of countries
such as India to open their markets,
and Western reluctance to do away
with politically popular agricultural
subsidies.

The European Union, U.S. and In-
dia have new leadership in their
trade offices. And economies and
trade flows are stabilizing after the
worst of the financial crisis.

“Iam hopeful that a change inad-
ministration and tone in India and
our country” will allow Doha to pro-
ceed, Mr. Kirk said in a conference
call with reporters Tuesday.

Few, however, expect substan-
tive progress on Doha at this week’s
gathering. So far, U.S. President
Barack Obama’s administration has
been ambivalent about trade, say
trade officials and analysts. As a can-
didate, Mr. Obama walked a fine line
between protectionism and free-
market ideology. Yet he hasn’t pro-
ceeded with free-trade agreements
in the works with South Korea, Pan-
ama and Colombia and has been

Doha headaches | Some of the issues dividing trade negotiators

B FARM SUBSIDIES/TARIFFS: The EU
has high tariffs walls. Both the EU
and U.S. give generous subsidies to
their farmers, hurting developing
world farmers on global food

markets. The EU and U.S. have so far

refused developing world requests
to dismantle these barriers._ul_
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largely silent on Canadian and Mexi-
can complaints of protectionism.
Mr. Obama is under particular
pressure from labor to protect Amer-
ican jobs. On Wednesday, Mr. Kirk
was required to make a recommen-
dation to the White House on a case
brought by the United Steelworkers
seeking to impose tariffs of up to
55% on imports of Chinese tires.
That recommendation won’t be
public and Mr. Kirk declined to dis-
cuss his recommendation. But the
case will be watched as a gauge of Mr.
Obama’s free-trade credentials and
his willingness to protect markets.
Mr. Obama has yet to deliver a

B EMERGENCY TARIFFS: India, China
and other developing countries claim
the right to impose emergency
tariffs if imports of a certain
agricultural product — for example,
wheat or cotton — suddenly spike.

M INDUSTRIAL GOODS: The U.S. and EU

want Brazil and others emerging
markets to cut tariffs on trucks,
subway cars and other “industrial

promised major policy speech on
trade, though Mr. Kirk suggested he
could do so before the Group of 20
meeting of world leaders in Pitts-
burgh this month.

In India this week, “everybody is
waiting to see whether the U.S. will
indicate if it’s fully engaged,” says
Brendan McGivern, a Geneva-based
trade lawyer with White & Case LLP.

That Mr. Kirk is attending at all is
encouragement to some. “His pres-
ence is the reason everybody else is
coming,” says Fredrik Erixon, an an-
alyst with the Brussels-based Euro-
pean Center for International Poli-
tics and Economy. “What he says

M SECTORALS: The U.S. and EU would

like global tariff exemptions for
some of their corporations’s
products, such as pharmaceuticals
and electronics.

I CHEESE: The EU wants strong

copyright protections on Roquefort,
Parma and other place brand names
associated with foods.

will determine if the talks have
some life.”

Trade experts say another require-
ment for progress on Doha might be
to downsize. “They need to figure out
what to drop from the agenda to
make the round work,” says Mr.
Erixon. For example, he says, trade
ministers could jettison the idea of
liberalizing trade in services, such as
law firms and banking.

If all goes well, ministers could
continue discussions at the G-20
meeting and a WTO general assem-
bly beginning Nov. 30. The goal is to
set up another formal ministers’
meeting next year.

EU backs limits on bank bonuses

European Union finance minis-
ters backed imposing limits on bank-
ers’ pay but were less unified on spe-
cific measures to propose at the
G-20 summit this month.

By Adam Cohen in Brussels
and Paul Hannon in London

Several of the bloc’s finance min-
isters, in Brussels for a special meet-
ing Wednesday to prepare a com-
mon negotiating stance for the sum-
mit of the Group of 20 industrial and
developing nations, cited pay curbs
as their main priority and backed rel-
atively tough proposals from
France.

The U.K. Treasury outlined the
proposals it plans to make to a pre-
summit meeting of G-20 finance
ministers in London this weekend.
They include having bonuses paid
over five years, with the potential
for some of that money to be clawed
backif atrader’s performance weak-

ens over time, a Treasury official
said. Banks also wouldn’t be allowed
to guarantee bonuses and a “signifi-
cant proportion” of bankers’ com-
pensation would have to be in non-
cash payments, such as stocks. The
U.K. will also push for an agreement
to force higher capital requirements
on banks with risky bonus struc-
tures, the official said.
Wednesday’s meeting came as
the EU’s official statistics office said
the euro-zone economy’s contrac-
tion slowed during the second quar-
ter, to 0.1% compared with the previ-
ous quarter, down from a 2.5% pace
in the January-to-March period.
“The worst is over for the time be-
ing,” Jean-Claude Juncker, chair-
man of the 16-nation euro-zone
group of finance ministers, said be-
fore the talks in Brussels.
Executive compensation has
been a thorny issue in Europe and
the U.S. since the start of the finan-
cial crisis, with France leading a

push for stronger pay curbs.

French President Nicolas
Sarkozy last week said 50% of bo-
nuses should be paid over a three-
year period and should be given out
based only on performance. French
Finance Minister Christine Lagarde
is proposing other options at the
ministers’ meeting, including a tar-
geted tax or a limit on the share of a
banks’ profit that can be paid in bo-
nuses. Ms. Lagarde said after
Wednesday’s meeting that France
had secured a “complete accord” in
on its proposals on bonuses within
in the Eurogroup.

Bonuses aren’t the only area un-
der scrutiny among European politi-
cians. A committee of the European
Parliament met Wednesday to con-
sider proposals to increase the trans-
parency and to limit the leverage of
hedge funds and private-equity
firms. Trade group the European Pri-
vate Equity & Venture Capital Asso-
ciation Wednesday said the burden

Bloomberg News

Jean-Claude Juncker, Luxembourg’s prime minister, greets Christine Lagarde,
France’s finance minister, before a meeting in Brussels on Wednesday.

of any such laws should vary accord-
ing to the size of the funds, but said
it accepted the goal of a European
Commission directive toreduce sys-

temic risks and protect investors.
—Alessandro Torello
and Peppi Kiviniemi
contributed to this article.

Liechtenstein to give Germany client data in tax-offense queries

BY KATHARINA BART

ZURICH—Liechtenstein agreed
to provide Germany with data on cli-
ents suspected of tax offenses upon
request, giving up a long-held dis-
tinction between evading taxes and
outright tax fraud.

The pact, which goes into effect
in 2010, is based on a model conven-
tion laid out by the Organization for
Economic Cooperation and Develop-
ment, and formalizes a concession

the small Alpine nation made to the
OECD standards in March.

“The agreement being signed to-
dayis good for our relations and pro-
vides a constitutional process in the
cross-border cooperation of our
countries in tax matters,” Liechten-
stein’s Prime Minister Klaus
Tschiitscher said in a statement.
The two countries also agreed to
tighten ties with the goal of conclud-
ing a double-taxation treaty soon.

The pact marks a return to nor-

mal diplomatic relations for the two
countries and concludes an often
heated war of words. Liechten-
stein’s banks faced fierce pressure
and criticism last year after German
intelligence agents acquired a list of
foreign customers of Vaduz-based
LGT Group’s trust arm who were sus-
pected of large-scale tax evasion.
The information on 1,400 LGT cus-
tomers, 600 of them German, trig-
gered tax raids and culminated in in-
tense pressure on offshore havens.

Liechtenstein’s larger neighbor
Switzerland, which has nearly iden-
tical bank-secrecy laws, agreed this
year to adhere to OECD guidelines.

Liechtenstein and Switzerland
until recently distinguished be-
tween tax evasion and tax fraud. The
falsification of documents is de-
fined as tax fraud, a criminal of-
fense. Errors in tax filings—the
omission of assets, for example—
qualify as tax evasion and were pun-
ished less strictly, usually through

fines.

Observers generally see Liechten-
stein as facing greater political pres-
sure than Switzerland to water
down the secrecy laws. Liechten-
stein recently signed a landmark
deal with the U.K., which goes be-
yond OECD standards, aimed at mak-
ing U.K. clients comply with tax law.

By contrast, Switzerland is pledg-
ing to revise at least 12 double-taxa-
tion agreements by the end of the
year to include the OECD standards.
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Taliban kill Afghan spy officia

Bombing at mosque
leaves 23 dead, hits

weakened leadership

BY MATTHEW ROSENBERG
AND ANAND GOPAL

KABUL—A Taliban suicide
bomber killed at least 23 people in-
cluding Afghanistan’s deputy intelli-
gence chief Wednesday, demonstrat-
ing the insurgency’s reach and its
ability to hit a vulnerable Afghan
government.

The morning assassination of
one of Afghanistan’s top antiterror-
ism officials came ahead of the lat-
est set of election results, which
showed incumbent Hamid Karzai
with a comfortable lead over chiefri-
val Abdullah Abdullah.

Mr. Karzai has captured 47.3% of
the roughly 3.5 million votes
counted, from nearly 60% of all poll-
ing stations. That represents a
15-point advantage over Dr. Abdul-
lah, but Mr. Karzai is short of the ma-
jority he needs to avoid a runoff. A
number of ballots are being investi-
gated and, if declared tainted, could
be thrown out.

The troubled, drawn-out vote
count has heightened the country’s
political uncertainty and opened a
window for the Taliban to sow disor-
der. The attack was likely to raise fur-
ther questions about the ability of
the Afghan government to protect
its own top officials, asit struggles—
along with its U.S. and European
backers—to address a shaky secu-
rity situation.

The slain official, Abdullah Lagh-
mani, helped head the National Di-
rectorate of Security, which has
been at the forefront of the anti-Tali-
ban fight. Insurgent groups have
long targeted Mr. Laghmani, accord-
ing to Afghan intelligence agents.

Early Wednesday, Mr. Laghmani
was emerging from a mosque in Me-
hterlam, the capital of Laghman
province, about 100 kilometers east

Associated Press

Afghan men prepare for rites for a civilian killed in a suicide attack outside a mosque in Mehterlam on Wednesday morning.

of Kabul, when a man approached
and detonated explosives. The blast
killed Mr. Laghmani and a number of
senior provincial officials, accord-
ing to Sayed Ahmad Safi, a spokes-
man for the provincial governor.
How the bomber slipped past Mr.
Laghmani’s security detail wasn’t
clear, Mr. Safi said. Mr. Laghmani,
who comes from Laghman, had been
at the mosque to discuss security in
the province with tribal elders, ac-
cording to Mr. Safi. Taliban spokes-
man Zabihullah Mujahid said his
group was responsible for the at-
tack, the Associated Press reported.
The insurgents have repeatedly
warned Afghans not to work with
the government, and they’ve killed
high- and low-ranking officials. Inre-
cent weeks, they’ve ambushed and
wounded lawmakers traveling

along a main road south of Kabul;
killed a district governor in south-
ern Afghanistan; and slain a number
of election workers in the North.

President Karzai called Wednes-
day’s attack an attempt by the “en-
emy” to undermine the govern-
ment. But other “brave and hard-
working” Afghans would take the
places of those slain, he said in a
statement.

The attacks point to an insur-
gency that is packing a powerful
punch as it expands beyond the Tali-
ban stronghold in the south.

The top American commander in
Afghanistan, Gen. Stanley McChrys-
tal, this week warned that condi-
tions were “serious” and urged the
U.S. and its allies to quickly shift
course, in a grim classified assess-
ment of the situation on the ground.

The U.S. and its allies are also
struggling to contain the fallout
from the Aug. 20 presidential elec-
tion, which has been marred by alle-
gations of electoral fraud on the
part of leading candidates. Western
officials fear the fraud charges
could further damage the legiti-
macy of the next administration,
making it more difficult to over-
come Taliban forces.

Across the border in Pakistan on
Wednesday, gunmen on a pair of mo-
torbikes tried to kill the religious af-
fairs minister, who was traveling in
car through the capital of Islamabad,
officials said. The audacious daylight
attack by suspected Islamic militants
in the country’s heavily guarded
heart targeted Saeed Kazmi, a cleric
from Pakistan’s relatively moderate
Barelvi Muslim tradition.

Czechs try

BY SEAN CARNEY

PRAGUE—In March, the need for
a snap election was just about the
only thing the Czech Republic’s polit-
ical class could agree on. Now even
the snap elections are in doubt.

On Tuesday, the Constitutional
Court put the brakes on polls slated
for Oct. 9, saying the voting can’t
take place until the court decides on
a motion submitted to it by Milos
Melcak, a member of parliament
who isn’t running for re-election.
His motion claims it is unconstitu-
tional for the parliament to cut
short its term in office.

In March, the ruling right-lean-
ing coalition led by the Civic Demo-
crat party lost a parliamentary confi-
dence vote. The no-confidence vote
had been the fifth since the govern-
ment took power with a three-party
minority coalition in 2007. After the
vote, the parliament and the presi-
dent agreed to hold early elections
in October, rather than in June 2010
as originally planned.

A caretaker cabinet of deputy
ministers and technocrats was ap-
pointed to run the country in the in-
terim. However, the carefully neu-
tral lineup of the cabinet hasn’t al-
lowed it to convince parliament to

to get snap

rein in the Czech Republic’s budget.
Afraid of being punished by voters
in the election, parliamentarians
have largely rebuffed the caretak-
ers’ calls for budget cuts.

Any delay to the elections puts
the fate of the 2010 budget in limbo.
The country’s fiscal deficit is ex-
pected to reach 230 billion koruna
($12.74 billion) this year, or about
7% of gross domestic product, com-
pared with a 20 billion koruna gap in
2008, or 1.2% of GDP.

Finance Minister Eduard Janota
is calling for a 70 billion koruna re-
duction in the deficit, largely
through government spending cuts,
higher taxes and a freeze on state-
funded pension benefits.

The Constitutional Court will
make a decision on Mr. Melcak’s mo-
tion Sept. 10. In the meantime, high-
level Czech politicians including
President Vaclav Klaus, Prime Minis-
ter Jan Fischer and the chairmen of
the upper and lower houses of parlia-
ment plan to meet early Thursday to
come up with a legal avenue that
will ensure early elections are held.

Tokeep elections on trackin Octo-
ber, parliament is debating whether
to approve a constitutional amend-
ment that would allow them to be
held. It is already allowed to call early

election back on track

Agence France-Presse/Getty Images
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Milos Melcak, seen here in April, is a renegade member of parliament who has
voted both with right- and left-leaning parties but is now leaving parliament.

elections if it tries and fails three
times to establish anew government.

If elections are delayed until
June, it doesn’t necessarily mean pol-
iticians will stand firm in their oppo-
sition to spending cuts. They might
vote for them on the off chance that
the caretaker government takes the

blame among the electorate for any
belt-tightening measures.

Some analysts have said the Con-
stitutional Court could in the end
conclude its deliberations swiftly,
find that early elections are in fact le-
gal and allow the October polls to go
ahead.

European group
calls on China
to open economy

By A WSJ STAFF REPORTER

BEIJING—A European business
group expressed concern about
growing protectionism in China and
urged the country to continue to
open its markets, end restrictions
on foreign investment and cease in-
tervention in industry.

“Over the past year, the Euro-
pean Chamber has noted a gradual
slowdown—and in some cases a par-
tial reversal—in the economic open-
ing up process,” said Joerg Wuttke,
president of the European Union
Chamber of Commerce in China.

“We are convinced that this is an
ideal moment for China to adopt a
new and bolder cycle of reforms, a
move that would ensure that China
maximizes its growth potential over
the next five to 10 years,” he said af-
ter the European lobby group re-
leased an annual position paper.

The paper highlighted some ar-
eas where China has made progress
in opening its market to foreign par-
ticipants and in freeing up its econ-
omy, citing changes allowing for-
eign banks to trade yuan-denomi-
nated corporate bonds, reforms to
the oil product pricing system, and a
health-care-reform plan.

Foreign companies remain confi-
dent in the Chinese market and opti-
mistic about their business pros-
pects there, it said.

But the paper also outlined a
range of grievances of European
companies active in the vast and
fast-growing market. It said they
are increasingly concerned by a ten-
dency of the Chinese authorities to
favor local companies over foreign
firms.

Barriers to entry to China’s mar-
ket, including capital requirements
for establishing new businesses, li-
censing procedures, and forced
joint ventures and ownership caps,
alsomake Chinaless and less appeal-
ing as an investment destination for
European companies, it said.

European investors in technol-
ogy and branded goods are more in-
terested than ever in the Chinese
market, but they are “extremely cau-
tious” about further investment,
the paper said.

Comments from China’s Minis-
try of Foreign Affairs and the Minis-
try of Commerce on the position pa-
per weren’t available.

Mr. Wuttke said in an interview
that China showed “a major reform
drive” from 2001 to 2006 following
its admission to the World Trade Or-
ganization, but that it now lacks a
“clear checklist” for future over-
hauls.

He said the EU business group
has met with Chinese officials from
alllevels as well as think tanks to dis-
cuss its grievances and that feed-
back from the China side has been
mixed.

A recent directive from the State
Council to Chinese industry to curb
overcapacity shows China is making
some effort to deepen structural re-
form of the economy, he said. But he
added that foreign companies are be-
coming increasingly frustrated by a
lack of transparency in legislation
and implementation of policy.

The chamber’s report also men-
tioned China’s “Green Dam” regula-
tion on Internet-filtering software,
saying it was promulgated with very
limited consultation.

Beijing originally intended to en-
force a mass installation of the soft-
ware in personal computers, but
scaled back the plan considerably
following fierce resistance from for-
eign computer makers and Chinese
Internet users.
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BP must drill deep for big find

The oil field, 10 kilometers under the Gulf of Mexico, is likely to test the firm’s technology

By JAMES HERRON

LONDON—BP PLC announced a
“giant” oil discovery deep beneath
the Gulf of Mexico, the U.K. energy
company’s latest find in an area that
is proving to hold considerable re-
sources, but stretches the limit of
BP’s technical capabilities.

Wednesday’s announcement
comes as Western oil companies
find themselves under pressure to
push technological limits to make
new discoveries, having largely
been denied access to the biggest oil
resources in the Middle East.

BP said its discovery, on a field
called Tiber, is the deepest oil field
drilled to date. Lying more than 10 ki-
lometers underground, it probably
holds more than the three billion
barrels of oil equivalent that BP
found at the nearby Kaskida field in
2006, spokesman Robert Wine said.
At a 20%-30% recovery rate, which
would be typical for this kind of
field, Tiber could contain recover-
able reserves of 600 million to 900
million barrels of oil equivalent,
said NCB Stockbrokers analyst Pe-
ter Hutton.

The find is confirmation of BP’s
strong focus on the Gulf of Mexico,
although it only represents about
7%-10% of the company’s existing re-
serves, Mr. Hutton added.

If both Tiber and the nearby
Kaskida discovery are developed,
they could boost BP’s output in the
Gulf of Mexico by more than 60% to
about 650,000 barrels of oil equiva-
lent per day within the next 15 years,
Mr. Wine said.

“These material discoveries, to-
gether with our industry-leading
acreage position, support the con-
tinuing growth of our deep-water
Gulf of Mexico business into the sec-

BP's flagship Thunder Horse platform in the Gulf of Mexico.

ond half of the next decade,” said
Andy Inglis, chief executive of explo-
ration and production at BP.

Shares in BP rose after the an-
nouncement. The stock gained 4.3%
to close at 542 pence ($8.76), up 22
pence in London.

The discovery marks the latest
success by Western companies us-
ing new technology to make big oil
finds in previously untapped areas.

Tiber is almost on a par with bil-
lion-barrel discoveries in Ghana and
Uganda made by consortia led by
U.K. oil explorer Tullow Oil PLC.
Tullow has enjoyed considerable
success by focusing on geological
formations called stratigraphic

traps, which have received signifi-
cantly less attention than easier-to-
find structural traps that hold the
bulk of conventional oil resources.

The discoveries in the Gulf of
Mexico and Africa pale in compari-
son with the oil finds offshore Brazil
of between eight billion and 12 bil-
lion barrels of oil equivalent. Those
discoveries, led by Petrdleos
Brasileiro SA, lie under more than
2,000 meters of water and a further
5,000 meters under sand, rock and
salt. They could transform Brazil
into a new oil power,but will be
tough and expensive to develop for
large-scale production.

BP is also likely to find Tiber and

Kaskida technically challenging and
costly to develop, but the rewards
are potentially huge, said ING ana-
lyst Jason Kenney.

“Having had the experience of
Thunder Horse means our capabili-
ties have been extended,” and BP be-
lieves both Kaskida and Tiber are
within the bounds of what it can
achieve, Mr. Wine said.

Thunder Horse, BP’s cutting-
edge deep-water Gulf of Mexico
project that started last year, is now
producing 300,000 barrels of oil
equivalent per day.

BP’s partners in Tiber are Petro-
bras and ConocoPhillips.

DSG provides an optimistic outlook on sales

BY MICHAEL CAROLAN

LONDON—DSG International
PLC, the owner of Currys and PC
World, sounded a note of optimism
Wednesday, pointing to its quar-
terly sales results as evidence of a
shorter consumer downturn than
originally feared.

Chief Executive John Browett
said that while business across Eu-
rope remains difficult, “the outlook
now looks less negative than it did
in the spring.”

The comments came as Europe’s
No. 2 consumer-electronics seller re-
ported a 6% drop in sales for the 16
weeks to Aug. 22. That compares
with a 9% drop in the year to May. An-
alysts had feared a sales fall of more
than 10%.

While sales declined year over
year, the picture looked far more
rosy month-on-month, with sales
levels rising in each month of the
summer, Mr. Browett said. This was
partly thanks to a store-remodeling
program but also due to an improv-
ing economic climate, he added.

“It’s not going to be quite as bad
as some of the more pessimistic sce-
narios had suggested,” he said.

Mr. Browett said the company’s
sales performance had beaten ex-
pectations despite DSG’s focus on
margins and costs rather than top-
line growth. Gross margins across

Bloomberg News
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Customers enter a Currys store in Croydon, U.K. DSG, owner of Currys and PC
World, expects a shorter downturn in consumer spending than first predicted.

the group grew 0.7%.

Pali International analyst Nick
Bubb said the stronger-than-ex-
pected sales performance owed alot
to a 9% sales rise in the Nordic re-
gion—which offset the poor per-
formance in the U.K, where sales
were down 14%. A huge lift from the
U.K. store remodelings will be
needed if real shareholder value is
to be delivered, he said.

Appliance and electronics re-

tailers have been among the worst
hit by the downturn as consumers
take longer to replace white goods
and PCs and cut back spending on
other items such as cameras and
music players.

Moreover, DSG has suffered
more than some of its rivals be-
cause of its heavy exposure to the
weak U.K. market. By comparison,
Metro AG’s Media Markt posted a
2.9%risein first-half sales recently,

boosted by a 5.8% rise in Germany,
which was also helped by a store-re-
vamp program.

Store revamps are also seen as
key to DSG’s long-term prospects
when Europe emerges from reces-
sion. The company is in the process
of refitting its U.K. stores in anticipa-
tion of increased competition from
U.S. giant Best Buy Co., which is set
to launch big-store formats in the
U.K. next year. The Best Buy launch
was originally planned for this sum-
mer, but was delayed because of the
economic downturn.

Mr. Browett said that all of DSG’s
revamped stores had continued to
deliver a profit performance be-
tween 11% and 65% better than older-
format stores.

So far 108 of its 519 U.K. stores
have been converted to one of its
four new formats, with a further 60
to 80 stores to be refitted by year
end. The revamped stores have a
larger range of products, with dem-
onstration and interactive areas.

DSG also said Wednesday it has
agreed to sellits eight Polish Electro
World stores to IDMSA Brokerage
House, working with Mix Electron-
ics SA—a rival electrical retailer in
Poland—for a nominal consider-
ation of €1 ($1.42) . Mr. Browett said
the Polish sale marked the last of
DSG’s major disposals.

Credit Suisse’s
banking CEO

fighting cancer

BY JuLIA MENGEWEIN
AND KATHARINA BART

ZURICH—Swiss bank Credit
Suisse Group said Wednesday that
investment-banking head Paul
Calello will be replaced temporarily
as he undergoes treatment for can-
cer, according to people familiar
with the matter.

The Zurich-based bank’s Eric
Varvel, chief executive of Credit
Suisse’s business in Europe, the Mid-
dle East and Africa, will serve as act-
ing chief executive of the invest-
ment-banking division as Mr.
Calello begins an intensive program
of treatment. Mr. Calello, 48 years
old, will remain as involved in the
bank’s business as his treatment al-
lows, the firm said.

Messrs. Calello and Varvel “will
consult closely, working together
and with me to set the strategic di-
rection of the investment bank,”
Credit Suisse Chief Executive Brady
Dougan said in a statement. In a
memo to employees, Mr. Dougan de-
scribed the illness as “a treatable
cancer,” and the firm said it looked
forward to seeing Mr. Calello back in
his role full-time as soon as possible.

Mr. Calello is credited with guid-
ing Credit Suisse into an enviable po-
sition, with strong capital and a
sharply reduced stock of risky secu-
rities.

In December, Mr. Calello
launched deep cutbacks at the in-
vestment bank, including layoffs of
more than 10% of the overall bank’s
work force. Risk-taking was re-
duced, with Credit Suisse leaving
some businesses and concentrating
more on trading with clients. In
April, Credit Suisse parlayed im-
proving securities markets into bet-
ter-than-expected profits for the
first quarter. The bank also re-
corded one of the strongest capital
ratios of any global bank in the sec-
ond quarter.

Mr. Calello, who didn’t take a bo-
nus for 2008, also helped launch a so-
called toxic pay plan for Credit
Suisse’s bankers and traders. The
plan, which pooled $5 billion of dis-
tressed bonds as bonus pay, re-
turned 17% over the first six months
of the year.

Bloomberg News
Credit Suisse investment-bank chief
Paul Calello speaks in China in May.
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GGerman auto sales rise

Trade-in incentives
gave new-car filings
a boost last month

BY CHRISTOPH RAUWALD

FRANKFURT—German new-car
registrations rose 28% in August
from a year earlier, boosted by the
government-backed scrapping in-
centives to trade in old cars. But de-
mand in Europe’s largest auto mar-
ket is poised to deflate in coming
months as the €5 billion ($7 billion)
program expired Wednesday.

About 275,000 new vehicles
were registered last month, said Ger-
man international car-maker associ-
ation VDIK, as the industry contin-
ued to benefit from €2,500 in dis-
counts offered to consumers who

traded in old gas guzzlers and
bought new, fuel-efficient cars.

The German program was initi-
ated in January as part of a wider
economic-stimulus package to re-
vive consumer spending after car
sales collapsed amid the economic
downturn, sparking fears over large-
scale job cuts in the country’s key
auto industry. Other European coun-
tries such as France and Italy have
launched similar initiatives.

In the first eight months of 2009,
about 2.68 million new cars were
registered in Germany, up 27% from
a year earlier, VDIK said.

Because of the scrapping incen-
tives, German auto associations
VDIK and VDA expect full-year new-
car registrations to rise to about 3.5
million from 3.09 million cars in
2008 despite the country’s eco-
nomic problems.

The outlook for German car ex-

ports, however, looks dim. VDA has
said it expects 2009 car exports to
shrink about 20% to roughly 3.2 mil-
lionvehicles from 2008, reflecting the
steep downturn of many major mar-
kets around the globe.

German Vice Chancellor Frank
Walter Steinmeier Wednesday re-
buffed calls for the scrapping-incen-
tive program to be extended.

“We are assuming that there will
be no renewed raising of the cap,”
Mr. Steinmeier told reporters. “We
have to hope now that the world
economy takes off,” he added.

Mr. Steinmeier spoke at a news
conference with Berthold Huber,
head of Germany’s powerful IG Met-
all labor union, which is concerned
about job losses and so far has with-
held its endorsement from Mr.
Steinmeier’s Social Democrats in
the federal parliamentary elections
later this month.

France pressures Molex
to keep parts plant open

ASSOCIATED PRESS

PARIS—France’s industry minis-
ter on Wednesday threatened to ask
French auto makers to blacklist
American electronics company
Molex Inc. if managers don’t find a
way to keep its French plant open.

Christian Estrosi has been trying
to broker a deal with the Illinois-
based electronic-components
maker. The company temporarily
shut its plant in southern France on
Aug. 5 after charging that workers
angry about the planned closure of
the plant had injured an American
manager and two security guards.
Workers said they had only thrown
eggs at the manager, Eric Doesburg,
and that he wasn’t injured.

Mr. Estrosi denounced the “par-
ticularly unconstructive” attitude
of American managers, who he said
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were the “only obstacle” to reopen-
ing the plant.

His office said in a statement
that the French government was
willing to finance the sale of the
plant, and that Mr. Estrosi has told
Mr. Doesburg that Molex should
agree on terms with the potential
buyer by the start of next week.

“Any other attitude on the part
of Molex would be inadmissible for
the French government,” Mr. Estro-
si’s office said.

Marcus Kerriou, a human-re-
sources manager for Molex Europe,
said he was “surprised” and “aston-
ished” by Mr. Estrosi’s reaction.

He said talks with an unnamed
buyer have begun, and a meeting is
set for Friday. Molex is prepared to
sell its machines, but wants to keep
its products and clients, he said.

Three countries

may provide Opel
with €1 billion

By JOHN D. STOLL

DETROIT—General Motors Co.
anticipates the governments of
Spain, Britain and Poland will pro-
vide about €1 billion, or roughly
$1.42 billion, in combined aid to help
restructure the auto maker’s ailing
Adam Opel GmbH unit, a person fa-
miliar with the matter said.

GM is also willing to put some of
its own money into a restructuring
of the German-based Opel, accord-
ing to this person, who is familiar
with the Opel negotiations. GM’s
contribution could exceed €1 billion,
this person said.

The money would add a new fac-
tor to the saga over the fate of Opel
and its sister British brand, Vaux-
hall. The German government has
provided a loan to keep Opel afloat
and offered to fund the sale of a ma-
jority stake in the division to a group
led by Canadian auto-parts maker
Magna International Inc.

GM would prefer to sell a majority
stake in Opel to RHJ International
SA, a Belgian private-equity firm. But
the German government has so far de-
clined to support a deal with RHJ,
partly out of concern the firm may
cut more German jobs than Magna.

GM’s board is scheduled to dis-
cuss Opel during a meeting next
week. Chief Executive Frederick
“Fritz” Henderson is planning to
briefindividual directors on Opel be-
fore the meeting, the person famil-
iar with the Opel situation said.

In August, Mr. Henderson pro-
posed accepting Magna’s offer for
Opel, but the board told him and his
management team it wanted to con-
sider alternatives such as a deal
with RHJ. Other options include GM
keeping Opel and having the unit file
for insolvency, people familiar with
GM’s thinking said.

The German government reiter-
ated Wednesday its preference for a
sale to Magna. The parts supplier is
backed by a Russian bank, OAO Sher-
bank, and a Russian auto maker,
0OAO GAZ. GM believes the German
government could be persuaded to
support other options, the person fa-
miliar with the Opel talks said.

Although most of Opel’s opera-
tions are located in Germany, it
also has plants in Spain, Britain
and Poland.
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Soft demand is raising worries about the holiday-season retail outlook. Shoppers cruise a Littleton, Colo., Target store last month.

School sales feed worries

Lackluster August
suggests retailers are
in for tough holidays

BY ELIZABETH HOLMES
AND ANN ZIMMERMAN

Shoppers are focusing on deals
and limiting buying mainly to neces-
sities, based on August sales esti-
mates that herald another tough holi-
day season for beleaguered retailers.

Despite sales tax holidays in sev-
eral states designed to spur sales,
back-to-school spending remains
lackluster, according to industry ex-
perts. Retailers’ recent efforts to
shake customers from deep dis-
counts and spur buying by tightly
controlling inventories are fizzling.

Now, retailers that tradition-
ally rely on back-to-school sales as
anbarometer of demand for the re-
mainder of the year face tough
choices on stocking and hiring.
Customers should find ever slim-
mer pickings and fewer clerks as
stores hold off on early holiday or-
ders and further trim costs.

On Thursday, big chain stores
are expected to report August
sales results showing a 3.6% de-
crease from a year ago in sales at
stores open at least a year, accord-
ing to research firm Retail Metrics
Inc., which aggregates data from
analysts. Thomson Reuters esti-
mates sales fell 3.8%, using a
slightly different methodology.

The decrease in this closely
watched measure of retailers’
health would be the 12th consecu-
tive month of sales declines.

Store executives said they are
going into the season with less in-
ventory, decreasing the breadth
and depth of their assortments.
They hope to avoid the discounting
bloodbath that marked last year’s
holiday. Many clothing stores, for
example, now carry fewer styles,
and fewer sizes and colors.

Target Corp. recently said its
fourth-quarter orders “are not
based on any expected improve-
ment in our sales trends.” Gap
Inc., one of largest apparel retail-
ers by revenue, said its inventory
for the third quarter would be
down in the “high single digits”
while luxury-goods retailer Saks
Inc. said inventory levels would be

Shopping woes
Change from year earlier in
same-store sales for August

Note: 2009 is an estimate; Numbers do not
include Wal-Mart
Source: Retail Metrics

down in the “low to mid-teen” per-
centage range for the second half
of the year.

Perry Fox, a vice president of a
Hitachi Ltd. unit that sells com-
puter storage, said he is expecting
this Christmas to be worse than
last, even though his business
should benefit from consumers
buying upgrades in lieu of new
computers. “This year, the reality
of the recession has hit home, and
people are going to be a lot more
careful,” Mr. Fox said. “We are still
in arecovery mode. I think it is go-
ing to be slower.”

Some companies are hedging
their bets with ways to quickly re-
stock shelves if shoppers show in-
terest in a specific product. Gap, for
instance, maintained a stock of fab-
ric used in a new premium denim
line, which hit stores in August, al-
lowing it to quickly fulfill reorders
when smaller sizes of the dark jeans
sold more quickly than expected.

Mastercard Advisors’ Spend-
ingPulse data, which was expected
to be released Wednesday, found
that sales of clothing at specialty
stores, across all payment types,
fell 6.6% in August compared with
ayear earlier. The decline is less se-
vere than July and June, when
sales fell 9% and 12%, respectively,
over the prior year periods. Since
last September, total monthly ap-
parel sales have fallen about 10%.

August sales, which lean
heavily toward apparel and school
supplies, were affected by alate La-

bor Day holiday that pushed back
some school and college openings,
and by increased spending on new
cars triggered by the “cash for
clunkers” government rebates, an-
alysts said.

Retail Metrics estimates teen
retailers were the worst perform-
ers last month, with a 7.8% decline
from a year ago.

In part, many families are delay-
ing purchases until they are abso-
lutely needed, so the eight selling
days in September with the Labor
Day holiday shift will likely dampen
August results, they added.

“You take a look at the prices to
see if you need it,” said Matt Cur-
ran, an elementary school principal
from Westchester County, N.Y. Mr.
Curran and his wife, Sue, said they
were more “conscious” of their pur-
chases for their two children. In-
stead of buying two dozen pencils
for a son entering sixth grade, Ms.
Curran said she’s going to scrounge
up that many from their house.

The decreased willingness to
spend on back-to-school items
could have ramifications for the
economy as retailers cut back on
holiday and part-time workers.

In past years, chains would typi-
cally have seasonal hiring plans in
place by now, said Craig Rowley,
vice president of global retail for
the Hay Group, a human resources
consulting firm that conducts a
yearly holiday hiring survey. “This
year they are going slowly,” Mr.
Rowley said. “They just flat out
don’t know how many people they
are going to need,” he said.

Retailers and manufactures
worried about being caught short
are devising procedures to speed
extra merchandise to market if
needed—and to quickly find a new
home for it if not.

Electronics makers are build-
ing more “vanilla” versions than
before, said Lorcan Sheehan, a
vice president at ModusLink Glo-
bal Solutions, a global supply
chain adviser. That way, if a re-
tailer such as Target suddenly
wants fewer digital cameras, the
rest can be more easily repack-
aged and sold to another retailer
elsewhere in the world.

The result for consumers will
be more of the same merchandise
across many competing stores.

—Miguel Bustillo
contributed to this article.

Independent News holder
demands special meeting

By KATHY SANDLER

LONDON—Independent News &
Media PLC’s activist shareholder,
Dennis O’Brien, on Wednesday
called for an extraordinary general
meeting to propose the sale or clo-
sure of the beleaguered publisher’s
unprofitable U.K. Independent news-
papers and halt the sale of its South
African assets.

Mr. O’Brien owns 26% of the com-
pany and has been a persistent agita-
tor for change, calling repeatedly
for the sale of the U.K. Independent.
He has also confronted former chief
executive and now Emeritus Presi-
dent Gavin O’Reilly over the
make-up and decisions of the board.

In a statement issued Wednes-
day, Mr. O’Brien said he had requisi-
tioned the company to hold a special
general meeting, which it will be re-
quired to do because he holds more
than 10% of the company.

He has proposed eight resolu-
tions that also include stopping Mr.
O’Reilly’s annual €300,000
($426,540) salary for his role as pres-
ident, the resignation of chairman
Brian Hillary, and the publication to
shareholders of all board member’s
expenses since Jan. 1, 2000.

In addition, he suggested ap-
pointing a new senior independent
director, ending the company’s con-
tract with Cansult Communications
and relocating the publisher’s execu-
tive offices from London to Dublin.

The O’Reilly family owns 28% of

the company, whose other proper-
ties include the Irish Independent.

Last month Independent News &
Media said creditors had granted it
an additional four weeks for a bond
payment to allow it to complete its
financial restructuring. The dead-
line for repayment of a €200 million
bond, originally due in May, was
moved to Sept. 25. It was the fourth
such extension.

The company has a further €590
million of mostly bank debt due this
year and next, of which €50 million
must be repaid in September. On top
of this, it must repay €591 million in
three years.

Independent News & Media con-
firmed it had received a letter from
Mr. O’Brien calling for the meeting.
It said the board’s priority was to
reach a final resolution of its finan-
cial restructuring, and that the res-
olutions proposed by Mr. O’Brien
for consideration “are at variance
with decisions previously taken by
the Board.”

The publisher reported a net
loss of €34.7 million in the six
months to the end of June com-
pared with a profit of €80.5 mil-
lion a year earlier. Last month, it
conditionally agreed to sell its in-
terest in South African outdoor-ad-
vertising business to a pan-Afri-
can private-equity investor group
led by Helios Investment Partners
for €98 million.

— Quentin Fottrell in Dublin
contributed to this article.

Comic-book ‘fanboys’ wary
of Disney’s deal for Marvel

By JAMIN BROPHY-WARREN
AND ETHAN SMITH

Unlike Marvel Entertainment
Inc. investors—who pushed the
comic company’s share price sharply
higher on news of Walt Disney Co.’s
planned $4 billion acquisition—fans
of the superhero empire took a more
jaundiced view of the deal.

After the news broke Monday,
message boards rapidly filled with
complaints that ranged
from cheeky to outraged.

“Sugar-coated fairy
tales and gritty super hero
dramas. what a great combi-
nation!” auser identified as
“Heather” wrote on the
blog Neatorama.com.

Anthony Iaffaldano, a
31-year-old marketing di-
rector at an ad agency from
New Jersey who has been
reading Marvel Comics
since he was six years old,
said that while he hopes the deal
will help his favorite comic brand
reach a wider audience and further
develop their imaginary worlds, he
worries that Disney will soften
some of the comics’ edge. He’s par-
ticularly concerned when it comes
to plotlines that blend elements
such as romance and psychological
nuances with comic-book fodder
like action and violence.

“Marvel Comics has gotten more
realistic and gritty, but if you look at
Disney, it’s fantasy and family-
friendly entertainment,” Mr. Iaf-
faldano said.

Rival comic-book company DC
Comics, home of the Batman and Su-

Roéert Iger

perman franchises, hasn’t encoun-
tered similar backlash, even though
itis also owned by a major conglom-
erate, Time Warner Inc. That’s in
part because DC merged with
Warner in the late 1960s, but it also
never branded itself for children the
way Disney has.

The die-hard group of comic-
book enthusiasts, known as “fan-
boys” in the industry, are one rea-
son why particular properties, like
the Batman and Spider-
Man franchises, perform
so consistently well at the
box office. Angering those
fanboys can bruise a film’s
bottom line.

In2006, Warner Bros. re-
leased “Superman Re-
turns” with high hopes of
rebooting the franchise.
But fans were quickly disap-
pointed with the lack of ac-
tion among other facets of
the film. The movie made
just over $200 million at the domes-
tic box office, a low figure for a such
a big-budget film.

Disney is taking the fan base seri-
ously. Disney executives have indi-
cated that they plan to limit their in-
volvement with Marvel’s creative
process.

“We believe in the creative team
at Marvel,” Disney Chief Executive
Robert Iger said Monday.

Brandon Zuern, 31, the store man-
ager for Austin Books & Comics in
Austin, Texas, said the deal will be
good if Disney stays away from the
publishing side of Marvel’s business
and sticks to developing the charac-
ters for television, film, and other
mediums.
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GM raises forecast for China sales

Growth tojump 40% |

during the full year,
double prior outlook

By PATRICIA J1AYI HO

BEIJING—General Motors Co.
said Wednesday its sales growth in
China, its fastest growing market,
should exceed 40% this year after
August sales more than doubled
from a year earlier.

The jump in sales, spurred by
new models and favorable vehicle-
purchase policies from Beijing, con-
tinued a series of single-month
records this year. It helped to push
the U.S. auto maker’s unit sales to
1.11 million for the first eight
months of this year, outpacing its
total for 2008.

“We expect GM sales for the
year as awhole to rise by more than
40% from 2008,” said GM China
Group President and Managing Di-
rector Kevin Wale in a statement.

Ford Motor Co. also reported
Wednesday that sales from its Chi-
nese passenger-vehicle joint ven-
ture more than doubled in August
from a year earlier to 21,127 units.

August’s sales figure repre-
sents the seventh month of
year-on-year growth for Ford in
China, it said in a statement. It
didn’t provide the year-earlier fig-
ure. Changan Ford is Ford’s joint
venture with Chongging Changan
Automobile Co.

Sales of the Ford Focus model
rose 58% to 12,269 units in August,
the highest monthly sales tally for
the midsize car since January
2008, the statement said.

The new GM forecast for this
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GM sales in China were boosted by new models and government incentives. Above,
a Chevrolet at the Beijing auto show in May.

year was higher than the more
than 20% growth outlook GM gave
in July. Last year, GM’s sales in
Chinalagged behind the industry’s
growth, rising 6.1% to 1.09 million
units. Total vehicle sales in China
last year rose 6.7% from a year ear-
lier to 9.38 million vehicles.

The newly restructured U.S.
auto maker said sales were up 113%
in August to a record 152,365 units,
continuing a series of single-month
records that began in January.

GM’s sales in China during the
January-August period rose 50%
from a year earlier to 1.11 million
units, it said in a statement. It didn’t
provide the year-earlier figures.

In July, GM’s China sales in-
creased 78% to 144,593 units. Over-
all July auto sales in China rose
64% to 1.09 million units.

By contrast, GM this week re-
ported a 20% decline in U.S. sales

in August to 245,550 vehicles, in
part due to strong year-earlier
sales when it had a big promotion
celebrating its 100th anniversary.

GM’s sales in China have been
boosted by the halving of a pur-
chase tax on smaller vehicles.

Sales at its mini-commercial-ve-
hicle joint venture with SAIC Motor
Corp. and Wuling Automobile Co.
rose123%to 88,711 units. Sales of the
Wuling Sunshineminivanbythe com-
pany, SAIC GM Wuling Automobile
Co.,reached49,298units,oralmosta
third of GM’s total China sales.

GM owns a 34% stake of
SAIC-GM-Wuling. All the venture’s
models qualify for the tax cut.

Sales at GM’s passenger vehicle
joint venture with SAIC, Shanghai
General Motors Corp., rose 100% in
August from a year earlier to
63,303 units.

Buick sales rose 103% in August

from the same month last year to
38,905 units, while sales of Chevro-
let-branded cars climbed 99% to
23,771 units.

While the summer months have
been traditionally slow for China’s
auto industry, the comparison
base for August was low as sales
had begun falling in the second
half of 2008. In August last year, in-
dustrywide sales declined 6.3%
from a year earlier, according to
data from the China Association of
Automobile Manufacturers.

Auto industry executives have
also cited the country’s rising
stock and property markets as rea-
sons for the boom in auto demand.

Sales of Mercedes-Benz luxury
cars in China have been boosted by
the rise in China’s stock and prop-
erty markets, said Daimler AG’s
Northeast Asia Chairman and Chief
Executive Ulrich Walker last week.

“We are very positive [about]
the market here in China for Mer-
cedes and the overall automotive
market,” Mr. Walker said, adding
that sales will also be supported by
the introduction of new models.

GM launched new models ear-
lier this year, including the Chevro-
let Cruze, the new Buick LaCrosse
and the Buick New Regal.

“The continued introduction of
new products will help GM remain
ahead of the market,” Mr. Wale said.

Over the next two years, GM will
begin selling five new products in
Chinaunderits Buickbrand, and an-
otherfivefromthe Chevroletbrand.

This week, GM also announced
the 50-50 joint venture with Chi-
nese state-owned auto maker FAW
Group Corp. to make light-duty
trucks.

—Joy C. Shaw
contributed to this article.

Dentsu hunts for deals

By Tor CHING L1

TOKYO—Undeterred by a failed
bid last month to buy Microsoft
Corp.’s digital advertising agency,
Dentsu Inc., Japan’s largest advertis-
ing firm by revenue, is on the look-
out for other possible targets to ex-
tend its global reach.

“If there is a chance, we are open
to acquisitions not just in the U.S.,
but also in Europe and Asia,” Presi-
dent and Chief Executive Tatsuyoshi
Takashima said in an interview.

Dentsu’s bid for Microsoft’s Ra-
zorfish agency came amid sliding
advertising expenditure in tradi-
tional media in Japan. Revenue
from newspapers, magazines, ra-
dio and television for the fiscal
year ended March declined 7.6%
from a year earlier, in contrast to
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rising Internet advertising expen-
diture, which grew 16.3% year-to-
year in the same period.

“We’re not just targeting firms
with digital technology, but also
firms in other aspects of marketing
communications, though we have
no specific target yet,” he said.

While not citing a budget for its
mergers and acquisition strategy, a
target the size of Razorfish—which
was acquired by French advertising
agency Publicis Groupe for $530 mil-
lion—is feasible, Mr. Takashima said.

Dentsu has been the majority
shareholder of Publicis with a 15%
share since 2002. It has the option
of withdrawing from the invest-
ment after 2012.

“We continue collaborating on
projects with Publicis while also
looking into growth opportunities
of our respective entities, such as in
the case of Razorfish. What is impor-

as Razorfish gets away

tant is that one of us got the deal,”
said Mr. Takashima.

Domestically, Dentsu—which has
a 22.4% share of the domestic market
as of March 2008—is focusing on
groupwide realignment to strengthen
operations, he said, adding that the
search for acquisitions in digital tech-
nology is also in the pipeline.

Mr. Takashima, 65 years old,
joined Dentsu fresh from Keio Uni-
versity in 1966 and became chief ex-
ecutive this year.

The firm, which has more than
4,500 overseas staff in 101 offices in
28 countries, generates 8.7% of its
net sales overseas. It aims to boost
this to at least 12% by 2013.

Dentsu’s client list in Japan in-
cludes such companies as Toyota
Motor Corp., Honda Motor Co., Hita-
chi Ltd. and Sony Corp.

“As Japan’s domestic market
shrinks and Japanese companies

consolidate, a strong network of cli-
ents overseas becomes even more
important,” Mr. Takashima said.

Even as a spate of mergers in Ja-
pan—such as the one in the works be-
tween Panasonic Corp. and Sanyo
Electric Co., both Dentsu clients—is
likely to shrink advertising budgets
domestically, Mr. Takashima ex-
pects these companies to ramp up
their overseas advertising spending
in the coming year.

Japanis the second largest adver-
tising market in the world after the
U.S. by expenditure, with an 8.8%
share of the global $452 billion pie,
according to media services group
ZenithOptimedia, a Publicis unit.
The U.S. has a 33% share.

Last year, Dentsu bought U.S. in-
dependent advertising agency Mc-
GarryBowen and appointed its first
non-Japanese executive officer to
helm Dentsu America.

Pfizer to pay huge fine over drug marketing

A WSJ NEws Rounpup

Pfizer Inc. agreed to plead guilty
in a $2.3 billion federal settlement
over unlawful drug promotions.

The company in January dis-
closed it would pay the sum to settle
allegations it had marketed the pain-
killer Bextra for medical conditions
different than their approved use.
Details of the settlement weren’t
available until Wednesday, however.

The final agreement also resolves

U.S. Justice Department investiga-
tions involving alleged past off-label
promotions concerning antibiotic
Zyvox, antipsychotic Geodon and
antiepileptic Lyrica.

The New York company also
agreed to pay $33 million to settle
drug-marketing allegations with 42
states and the District of Columbia.

Pfizer pulled Bextra from the mar-
ket in 2005 because the U.S. Food
and Drug Administration concluded

that the drug’s risks, including a rare
but serious skin reaction, out-
weighed its benefit.

The company agreed to put proce-
dures in place to avoid the practices
that gave rise to the case. Pfizer Gen-
eral Counsel Amy Schulman said the
company had already taken steps to
make sure drug sales are conducted
properly, including assigning compli-
ance lawyers to work with sales rep-
resentatives.

GLOBAL
BUSINESS
BRIEFS

Accor SA

Hotel company to focus
expansion efforts on India

Accor SA plans to expand its net-
work in India to 50 hotels by 2012,
from five at present, increasing its
presence in the world’s second-fast-
est growing major economy. The In-
dian expansion plan contrasts with
the French hospitality group’s plans
in China: Accor will have 40 new ho-
tels in China by the end of this year,
but it will scale back on new invest-
ments there, said Michael Issenberg,
Accor’s Asia-Pacific chairman. “A lot
of new hotels have come up in China
due to the Olympic Games last year,”
he said. Accor has already invested
$130 million in its Indian develop-
ment plan, with further investment
coming from local partners. Accor’s
hotel brands include Sofitel, Mer-
cure, Ibis, Formulae 1 and Motel 6.

Bombardier Inc.

Bombardier Inc. delivered bet-
ter-than-expected earnings for the
second quarter as the Montreal-
based maker of planes and trains
posted revenue that held up amid
the aerospace industry’s major
downturn. According to the General
Aviation Manufacturers Associ-
taion, Bombardier’s market share in
business aircraft rose to 35% in the
first half of 2009 from 26% in all of
2008. Bombardier said it earned
$202 million, or 11 cents a share, in
the latest quarter, down 22% from
$259 million, or 14 cents a share, a
year earlier. That was above analyst
forecasts of nine cents a share. Reve-
nue edged up to $4.95 billion from
$4.93 billion, substantially above ex-
pectations of $4.61 billion.

Hyundai Mobis Co.

Hyundai Mobis Co. received a $2
billion order to supply chassis mod-
ules to Chrysler Group LLC. The
South Korean auto-parts maker said
it will provide modules for the Jeep
Grand Cherokee from May 2010 and
for the Dodge Durango from Novem-
ber 2010. The two Chrysler models
will be produced at the Jefferson
north plant in Detroit. Hyundai Mo-
bis will operate at facilities that will
be built next to the existing Chrysler
plant. The factory is due to start pro-
duction in February 2010, the com-
pany said, without elaborating on its
capacity or cost. Hyundai Mobis has
now received $2.74 billion of parts or-
ders from overseas car makers this
year, up sharply from $470 million
for all of 2008. Hyundai Mobis is an
affiliate of Hyundai Motor Co.

Ssangyong Motor Co.

Private-equity fund Seoul Invest
is forming a fund to buy a 51% stake
in debt-stricken car maker Ssangy-
ong Motor Co. for between 300 bil-
lion won and 400 billion won ($241
million and $321 million). Seoul In-
vest President Park Yoon-bae said
the fund was looking for investors
for the planned acquisition. The
South Korean car maker filed for
bankruptcy protection in February. If
Seoul Invest succeeds in taking con-
trol of Ssangyong, it will focus on re-
structuring labor-management rela-
tions and developing new models, he
said. A Ssangyong spokesman said,
“A buyer who has a long-term devel-
opment plan for Ssangyong would be
quite welcomed.”

—Compiled from staff
and wire service reports.
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Taxing rich would shrink, not close, gap

Numbers, recent history indicate rates on the highest U.S. earners wouldn’t have a major effect on growth

By DAvID WESSEL

U.S. President Barack Obama
projects the federal deficit will be
$9 trillion over the next 10 years
even if his policies prevail—undo-
ing the Bush tax cuts for upper-in-
come Americans, auctioning carbon-
emission permits, and enacting a
health-care plan that doesn’t widen
the deficit over the next decade.

He also continues to promise to
limit tax increases to incomes
——————— above $250,000 a

CAPITAL

year for couples
and $200,000 for
individuals—“the rich.”

Talking about tax increases usu-
ally dissolves into shouting
matches. The right says tax in-
creases will choke off growth and
massacre small business. The left
says tax increases are vital to fi-
nance much-needed investments
and that the rich can pay more.

Hard numbers and recent his-
tory suggest two facts. One, the
deficit is too wide to be closed ex-
clusively by raising taxes on “the
rich.” Two, “the rich” do have a lot
of money, even after the bust, and
raising their taxes would raise sig-
nificant sums without hampering
the economy.

Start with some rough arith-
metic. The three million or so fortu-
nate taxpayers whom Mr. Obama
counts as rich are projected to
earnabout $27.5 trillion from 2010
through 2019, according to the Tax

Tax arithmetic

President Obama vows to limit tax increases to couples with income over
$250,000 and individuals with income over $200,000.

A look at these taxpayers over the 10 years from 2010 to 2019:

Projected adjusted gross income

Tax rate needed to raise $9 trillion more 68.9%

How much revenue, over 10 years, would come from:

Raising all tax rates by 1 percentage point $455 billion
Raising only top rate by 1 percentage point $74 billion*
Raising top two rates by 1 percentage point $99 billion’
‘Raising top rate for couples over $1 million by 5 percentage points  $223 billion

*Couples with taxable income above $372,950. 7Couples with taxable income above $208,850
Sources: WSJ calculations based on Urban-Brookings Tax Center projections (top chart);

U.S. Congressional Budget Office (bottom chart)

Policy Center, a Washington think
tank, and about $23.9 billion after
deductions. They are projected to
pay $7.4 trillion in taxes. That’s
31.1% of every dollar of taxable in-
come, on average.

To squeeze an additional $9 tril-
lion out of these taxpayers would
require boosting that to 68.9%.
And that assumes these taxpayers
wouldn’t find tax shelters to hide
their income or work less. There

isn’t enough money in the
over-$250,000 crowd to stick
them with the $9 trillion tab.
Shrinking the deficit will re-
quire slowing the growth of spend-
ing, particularly on health care.
But neither politicians nor their
constituents show any willingness
to cut spending enough to avoid
tax increases. So the issue is
whose taxes, and the arithmetic
suggests it won’t only be those

who make more than $250,000 a
year.

The best-off Americans do pay
a big chunk of taxes. The Tax Pol-
icy Center estimates that the top-
earning 1% of households will earn
16% of all the income this year and
pay 23% of all federal taxes. But
that doesn’t mean the government
couldn’t raise more from them,
even if some stay-at-home
spouses of well-off Americans

might be less inclined to work and
others maneuvered to shield in-
come from the IRS.

Congressional estimators—tak-
ing account of the propensity of
people to dodge taxes when rates
rise—say that for every percent-
age-point increase in the marginal
tax rate levied on those with tax-
able incomes above $372,950, the
government would raise $73.5 bil-
lion over 10 years. (Before the bail-
outs, that used to sound like a lot
of money. It still is.)

There is and will be a heated ar-
gument over how much the econ-
omy would suffer if those tax rates
went up. But tax rates on those
Americans were about three per-
centage points higher during the
Clinton years.

“The 1990s suggests we could
raise more money from high-in-
come people..and still have a
strong economy,” says Joel Slem-
rod, a University of Michigan tax
economist. But the first half of the
2000s suggested the economy
also can grow when their taxes are
cut. And the latest recession, un-
like some others, didn’t coincide
with any change in tax rates.

Which is another way of saying
that tax rates matter—to taxpayers
and to the government’s revenue.
But they are far from the only fac-
tor in the pace of economic growth.

Write to me at capital@wsj.com.
Discuss at wsj.com/capital

Fed’s economic outlook brightens

By MAYA JACKSON RANDALL

WASHINGTON—Federal Re-
serve officials last month were far
more upbeat about the U.S. eco-
nomic outlook, expressing in-
creased confidence that the down-
turn was coming to an end.

“Meeting participants agreed
that the incoming data and anec-
dotal evidence had strengthened
their confidence that the downturn
in economic activity was ending and
that growth was likely to resume in
the second half of the year,” said the
minutes of the Fed’s Aug. 11-12 pol-
icy meeting, which were released
Wednesday afternoon with the
usual lag.

Still, according to the minutes,
most officials expect only a slow re-
covery during the second half of
this year. And all the officials
agreed the economy is still vulnera-
ble to shocks.

“Conditions in the labor market
remained poor, and business con-
tacts generally indicated that firms
would be quite cautious in hiring
when demand for their products
picks up,” the minutes said. “More-
over, declines in employment and
weakness in growth of labor com-
pensation meant that income
growth was sluggish.”

Officials expect that fiscal stimu-
lus and monetary policy would help
lead to growth in economic activity
later in 2009 and into 2010. But, ac-
cording to the minutes, officials also
expect “the stimulative effects of
policy would fade as 2010 went on
and would need to be replaced by pri-
vate demand and income growth.”

Additionally, the minutes shed

light on how the Fed might choose
to remove a significant economic
lifeline. The minutes show that mem-
bers of the Fed’s policy-setting com-
mittee think it’s beneficial to gradu-
ally taper off the central bank’s pur-
chases of mortgage-backed securi-
ties in order to make the transition
easier for financial markets.

At its policy meeting last month,
the Fed said it would conclude its
purchase of $300 billion in U.S. gov-
ernment debt by the end of October,
and would slow the pace of remain-
ing purchases in order to provide for
a smooth transition.

The minutes released Wednes-
day make clear the Fed could em-
ploy this same strategy when it re-
moves its lifeline from the mortgage-
securities market.

“They generally were of the view
that gradually slowing the pace of
the committee’s purchases of $300
billion of Treasury securities and ex-
tending their completion to the end
of October could help promote a
smooth transition in markets,” the
minutes said. “A number of partici-
pants noted that a similar tapering of
agency debt and MBS purchases
could be helpful in the future as those
programs approach completion.”

Still, the minutes note that the
central bank’s policy-setting Fed-
eral Open Market Committee made
no decisions on tapering those pur-
chases at the meeting.

At the meeting, Fed officials did
agree to extend the final date for
making new Term Asset-Backed Se-
curities Loan Facility loans into
2010. Meanwhile, officials were cool
to the idea of expanding the range of
assets in the program.

Turning to the economic out-
look, Fed staffers said economic
data had improved both in the U.S.
and abroad between the Fed’s June
and August meetings. Staffers pro-
jected that real gross domestic prod-
uct would increase in the second
half of 2009 and output growth
would pick up to a pace “somewhat
above” its potential rate in 2010.

“The step-up in economic activ-
ity in 2010 was expected to be sup-
ported by an ongoing improvement
in financial conditions, which, along
with accommodative monetary pol-
icy, was projected to set the stage
for further improvements in house-
hold and business sentiment and an
acceleration in aggregate demand,”
the minutes said.

Fed officials said “the tone of fi-
nancial markets abroad improved
further during the intermeeting pe-
riod.” They noted that while the fi-
nancial condition of CIT Group Inc.,
one of the largest lenders to middle-
market firms, worsened sharply
over the period, broader financial-
market conditions appeared to be
largely unaffected by this develop-
ment, the minutes said.

Still, officials also think house-
holds will continue to face tight
credit conditions. They also contin-
ued to highlight the commercial-
real-estate market as a sore spot in
the economy given that the contrac-
tion in the market accelerated.

At its August meeting, the Fed
held the target federal-funds rate
for interbank loans near zero and re-
iterated that economic conditions
are likely to warrant “exceptionally
low levels of the federal funds rate
for an extended period of time.”

Private-sector job cuts slow
as worker output strengthens

By KELLY EVANS

The pace of U.S. job losses
slowed last month, areportreleased
Wednesday showed, but the small
improvement suggests a return to
job growth could still be many
months away.

Service-sector employment de-
clined by 146,000 in August, while
goods-producing jobs including con-
struction and manufacturing fell by
152,000, according to Automatic
Data Processing Inc., a payroll firm.

The 298,000 job
losses were less
than July’s revised
drop of 360,000.

The combined loss of 298,000
jobs was an improvement from Ju-
ly’s revised drop of 360,000 and was
less than half the pace of declines
seen earlier this year.

Meanwhile, revised figures
showed that worker productivity
was stronger than initially re-
ported during the spring, growing
at a 6.6% annual rate, though it re-
sulted from companies cutting
workers or their hours.

“If you’re a worker you don’t re-
ally want to see productivity grow-
ing for the reasons it did in the sec-
ond quarter,” said Joshua Shapiro,
chief U.S. economist at MFR Inc., a

New York-based consulting firm.

He and others say productivity
will likely slow during the second
half of the year as companies moder-
ate the steepness of their cutbacks
amid gradual improvement in busi-
ness conditions. Already, employers
are shedding fewer workers.

Still, many were hoping to see
more of an improvement in August
now that key sectors of the econ-
omy, such as manufacturing and the
housing market, are showing some
encouraging signs.

Indeed, a separate Commerce De-
partment report showed that U.S.
factory orders in July rose 1.3% from
the prior month, the biggest gain in
a year, to $355.5 billion, following a
0.9% increase in June.

The figures “continue to suggest
that net job losses are slowing but
that we are still some way from the
point where the labor market will be-
gin to create jobs,” said John Ryding
of New York-based RDQ Economics.

The ADP report suggested “some
downside risk” to the government’s
official August employment report,
due Friday, but the ADP figure has
been worse than the government’s
figure in six of the past eight
months, according to economists at
Goldman Sachs Group Inc.

That is in part because ADP only
tallies private-sector jobs. Govern-
ment hiring has added about 2,000
jobs per month over the past year.

As aresult, many economists left
their expectations for Friday’s re-
port unchanged at a loss of 225,000
to 250,000 jobs for August.
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U.S. governor battles to save job

Sanford faces pressure
to quit over affair,
use of state plane

BY VALERIE BAUERLEIN

ORANGEBURG, S.C.—South Caro-
lina Gov. Mark Sanford, stung by po-
litical attacks over his extramarital
affair with an Argentine woman,
said in his first extended interview
since June that he nolonger wants to
“crawl into a cave” and will fight to
keep his job in the face of mounting
public opposition.

“Thave anewfoundlevel of humil-
ity, knowing how hard I work and

“soul mate.” Now, though, he is fac-
ing agrowing deluge of daily calls for
his resignation.

State House Republicans say
they have the votes necessary to im-
peach Mr. Sanford when the cham-
ber convenes again in January. Sev-
eral of his staunchest allies have
called on him to resign in the past
week.

Mr. Sanford compounded his
problems by drawing questions
from a state Ethics Commission over
his use of the state plane, business-
class travel on commercial flights
and undeclared use of political al-
lies’ private planes. Commentators
and political foes criticized him Fri-
day for using the state plane for a
short flight from Columbia, the state

South Carolina Gov. Mark Sanford, shown last week, has been touring the state to build support to remain in office.
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when the affair became public.

Mr. Sanford described himself as
“zen-like.” “If enough people make
noise, we got a shot at changing
things,” he said. To resurrect his im-
age, Mr. Sanford is on a forgiveness
tour, crisscrossing the state and im-
ploring civic-club members to join
him in pushing for dull but substan-
tial changes to South Carolina’s
state constitution. He said he is ea-
ger to regain the confidence of his
constituents. “If I’d read the stuff
they’d read, I'd feel the same,” he
said.

But the changes he is promoting
are generally the same ones he has
unsuccessfully sought over the past
sixyears, suchascreatingaguberna-
torial department to oversee state

t’k,
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how hard I push is not the ultimate
driver of change,” he saidintheinter-
view Monday. “Power resides with
people.”

Mr. Sanford, whose once-high ap-
proval numbers have deteriorated,
also acknowledged that his oppo-
nents “smell blood in the water.” But
he insisted he won’t be forced to re-
sign.

The governor appeared to have
weathered the storm after revela-
tions more thantwomonths ago that
he had cheated on his wife of 20
years and disappeared to Argentina
to see the woman he described as his

capital, to a Lions Club luncheon in
Conway on the coast where—among
other things—he defended himself
by saying he used the state plane sig-
nificantly less often than his prede-
cessors. Mr. Sanford also said he has
used smaller and less expensive air-
craft than past governors, and did
nothing wrong by accepting trips on
private planes provided by longtime
friends.

Apolllast week by InsiderAdvan-
tage showed that 50% of registered
South Carolina voters think their
governor should resign, compared
with 41% of those polled in June,

spending, instead of a board con-
trolled bylegislative and elected offi-
cials.

Mr. Sanford is struggling to re-
tainlegitimacy among moral conser-
vatives who remember his vote in
1998 to impeach President Bill Clin-
ton for his deceptions regarding an
affair with White House intern Mon-
ica Lewinsky.

Mr. Sanford is also fighting his
battle without the aid of his top polit-
ical strategist: his estranged wife,
Jenny Sanford. Through most of his
political career, Mrs. Sanford was
the governor’s most important ally

and adviser—even serving as chief
of staff during his first termas gover-
nor. But South Carolina’s first lady
moved out of the governor’s man-
sion in Columbia last month, taking
the couple’s four boys to the family’s
beachfront home and enrolling them
in school in Charleston.

Mr. Sanford, whohassaidheistry-
ing to reconcile with his wife, de-
clined to comment in the interview
on his marriage or his family. He said
onlythat he spentlast weekend onhis
farm with his wife and children. Say-
ing anything further, he said, “leads
to looking backward, not forward.”

National Republican leaders
have played down any broader politi-
cal impact on their party from Mr.
Sanford’s travails. Mississippi Gov.
Haley Barbour, one of the most influ-
ential GOP leaders, has acknowl-
edged that situations like Mr. San-
ford’s do harm a party that has tried
to define itself around strong moral
principles, while saying there are
moreimportantissues suchas guber-
natorial elections in New Jersey and
Virginia.

But in his home state, with Mr.
Sanford fighting to stay in command
and the likelihood of an impeach-
ment effort growing, South Caroli-
na’s humid capital has taken on the
air of a distracted political circus.

“Theunfortunate thingisthis has
been all-consuming,” said state Rep.
Rita Allison of Spartanburg, who for-
merly worked on Mr. Sanford’s gu-
bernatorial staff. “We aren’t talking
about jobs, we aren’t talking about
education. He should consider what
is happening in the state and go
ahead and resign.”

If Mr. Sanford left office, his term
would be completed by Lt. Gov. An-
dreBauer, aRepublican whoisapolit-
ical foe. Mr. Bauer promised last
week not to run for governor in 2010
if Mr. Sanford were to step aside in
the next month, a move Mr. Bauer’s
supporters said should remove
some of the political calculus sur-
rounding a possible resignation. Mr.
Sanford, 49years old, said heismore
focused on his job as governor now
than he was before revelations of his
extramarital affair.

The publicity over that relation-
ship—and subsequent allegations of
travel and ethics irregularities—
meanshenolonger spends time speak-
ing out against the federal stimulus
package onnational talk shows orrais-
ing money as chairman of the Republi-
can Governors Association, aposition
heresigned as soon as the scandal be-
camepublic. Once considered apoten-
tial 2012 presidential candidate, he
said itis “abundantly clear that this is
the end of the road” in politics. “My
lifeis without distraction,” he said. “It
is very much focused on this.”

India defends its stance on limiting emissions

BY KRISHNA POKHAREL

NEW DELHI—India is digging in
against legally binding caps on car-
bon emissions, ahead of December’s
climate-change talks with the U.S.
and Europe in Copenhagen.

On Wednesday, the Indian gov-
ernment released a report that
showed the country’s per capita
greenhouse-gas emissions—
thought to be the cause behind glo-
bal warming—will be lower over the
next two decades than the global per
capita emissions in 2005. These lev-
els will also remain lower than those
of Western countries for about the
same period, the report said.

The findings aim to rebut con-
cerns that India’s quest to become a
global economic power will trans-
form it into a leading emitter of
greenhouse gases. Still largely agrar-
ian and poor, India has bristled at
suggestions from industrialized
countries, such as the U.S., that it
should do more to cap emissions
even if it means curbing growth.

Still, the release of the study
also demonstrates India’s eager-
ness to justify its pro-growth
stance before it heads into global
climate-change talks. Indian offi-
cials have said the government re-
mains focused on eliminating pov-
erty through aggressive economic

growth and industrialization.

Jairam Ramesh, India’s minis-
ter for environment and forests, is
leading India’s fight against legally
binding caps. He also opposes such
caps for other developing coun-
tries, including industrial power-
house China.

“There is lot of commonality and
cooperation with China when it
comes to Copenhagen,” Mr. Ramesh
said. “We want a fair and equitable
agreement in Copenhagen.”

InDecember, countries meeting in
Copenhagen will try to forge a pact on
carbon emission-reduction targets
beyond 2012, when the existing inter-
national accord expires. Mr. Ramesh

said India won’t be an obstacle to any
pact. India has pledged that it won’t
allow per capita emissions to surpass
the average per capita emissions of
developed countries.

By 2031, India’s per capita emis-
sion of greenhouse gases would stay
under four tons of carbon-dioxide
equivalent, four of the five studies
in the report showed. That level is
under the global per capita emis-
sions of 4.22 tons in 2005, according
to the report, which was compiled
by five different research agencies,
including the Energy and Resources
Institute, a research group based in
New Delhi, and global management
consultants McKinsey & Co.

China police hold

protesters in case
of lead poisoning

ASSOCIATED PRESS

BEIJING—Police in central China
detained 15 parents for a violent pro-
test last month over factory pollu-
tion that left hundreds of local chil-
dren with lead poisoning, and ac-
cused them of links to the banned
Falun Gong spiritual movement, vil-
lagers said Wednesday.

Villagers mocked the accusation,
saying authorities were using the
charge to take revenge against par-
ents involved in the Aug. 8 unrest in
Hunan province’s Wenping town-
ship, that broke out after more than
1,300 children were poisoned by
emissions from a manganese pro-
cessing plant. Falun Gong practitio-
ners are relentlessly persecuted by
China.

Anger is growing in China over
public safety scandals in which chil-
dren have been the main victims.
The ruling Communist Party is wor-
ried that mass protests will threaten
the country’s social stability and
challenge its grip on power.

The Wugang city public security
bureau, which oversees Wenping, is-
sued a notice Tuesday saying “cult
members with ulterior motives” led
afew villagers to block roads, attack
government offices and damage pub-
lic property, 40-year-old resident
Dai Zuoyi said.

Police said 15 people were being
held and urged the “Falun Gong prac-
titioners to turn themselves in as
soon as possible,” said Mr. Dai, who
read the announcement to the AP.

“When I saw this notice, I
laughed till my stomach hurt,” he
said. “There have never been any
Falun Gong followers in Wenping.
This is clearly a reprisal attack
against villagers.”

A notice posted on the Web site
of the Wugang city government last
week said Chinese and foreign Falun
Gong members were spreading false
rumors and “instigating the public
to cause trouble” in response to the
lead poisoning incident. It didn’t
mention detentions.

Mr. Dai said his brother-in-law Li
Changye was among the parents de-
tained this week. Mr. Li, 40, was
among hundreds of residents who
blocked roads leading to the
Wugang Manganese Smelting Plant,
Mr. Dai said.

Both Mr. Dai’s and Mr. Li’s sons,
aged five months and six years, have
excessive levels of lead in their
blood, Dai said. Lead poisoning can
damage the nervous and reproduc-
tive systems and cause high blood
pressure and memory loss.

A Wugang government spokes-
man denied that any Wenping resi-
dents were detained. “We have not
taken any measures against the par-
ents. But if anybody has broken the
law, their cases will be investigated
by the police,” he said.

He said city government officials
have recently received phone calls
from out of town by people who per-
sonally attacked the officials. Based
on “previous experience,” the police
think they might be Falun Gong
members, the spokesman said.

The Wenping incident was one of
three cases of lead poisoning involv-
ing large numbers of children last
month. The first case involved more
than 600 children living near a lead
smelter in northwestern Shaanxi
province, while the latest one oc-
curred in Yunnan in the southwest,
with about 200 children sickened.

Also on Wednesday, a chemical
explosion in eastern China killed 18
people and injured 10 others, state
media reported.





