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Massive deals in drug industry

Merck,
Schering

to unite

BY JONATHAN D. ROCKOFF

Merck & Co. agreed to buy
rival Schering-Plough Corp.
for $32.6 billion, in the latest
sign that pharmaceutical
companies are seeking to di-
versify their businesses to
weather the tough economic
environment and the vagar-
ies of drug development.

Merck’s takeover of Scher-
ing-Plough comes as biotech-
nology pioneer Genentech
Inc. was near a deal to sell the
remaining stake in itself to
Swiss pharmaceutical com-
pany Roche Holding AG and
just six weeks after Pfizer
Inc. announced it was buying
Wyeth for $68 billion.

All three deals create gi-
ant and more-diversified com-
panies that are less reliant on
traditional pharmaceutical re-
search. By acquiring Wyeth,
Pfizer added biotechnology
drugs, vaccines and con-
sumer-health products to its
lineup. Similarly, Schering-
Plough brings to Merck bio-
tech, consumer-health and an-
imal-health businesses, as
well as an expanded presence
in Brazil, China and other
emerging markets.

Big pharmaceutical com-

New prescription

Drug makers’ consolidation

frenzy reshapes industry .....6

Associated Press

Merck’s $32.6 billion deal for
Schering-Plough triggered a
surge in pharmaceutical shares.
Anthony Rinaldi, right, Monday
directed LaBranche & Co.s
trading in shares of Merck & Co.

panies are turning the page
on the 1990s, when they con-
centrated their focus on pre-
scription drugs, then a boom-
ing business fueled by a slew
of blockbusters in areas like
heart disease. The pace of
drug discovery has since
slowed amid tougher regula-
tory scrutiny, leaving them to
face big revenue declines
caused by patent expirations.
The severe recession, mean-
while, has increased the ur-
gency of adding new lines of
business to offset the weak
core drug business.

Merck Chief Executive Ri-
chard Clark acknowledged

Top 10 global pharmaceuticals M&A deals

Deal value,
Announced Target Acquirer in billions
1999 Warner-Lambert (U.S.) Pfizer (U.S.) $110.4
2000 SmithKline éééchérﬁkU K..)..Glaxo Wellcome (UK) ............. 772
500 Wyeth(U S')' ............. b i S) ................... 681
2004 'H/.-\.veh‘.ti;(Fra.htcté) ......... Sanofi- Syﬁfhélabé .('Fra'ﬁ.c.e.) ....... 670
2002 Pharmacia (US) .......... Pfizer (U. S) ................. 578
2008% Genentech (US) Roche Holding (Switzerland) [ | 46.7
1998 'H/.A.str'a. (Sweden) ......... Zeneca Graﬁﬁ (UK) .......... 399
2009 Schering-Plough (U.S)  Merck&Co(US) [ 326
1999 Pharmacia & Upjohn (US) Monsanto(US) 07
1999 Hoechst (Germany)  Rhone-Poulenc (France) 272
*P.e.r.u.jring ..... No{é.:.l.)eal value erx.c.l.ﬁdes; debt .........................

Sources: Dealogic; WSJ research (Schering-Plough, Genentech deals)

that the deal was in large
part driven by the desire to
diversify. “With the external
environment, it’s going to re-
ally require a breadth and
depth of products,” he said in

EU wants IMF fund
lifted to $500 billion

By ApAM COHEN

BRUSSELS — European
Union finance ministers on
Tuesday will ask countries
with large financial reserves
to help double International
Monetary Fund resources to
$500 billion, and will seek a
stronger IMF role in eco-
nomic surveillance, accord-
ing to a draft statement.

The draft document, which
the EU will present to finance
ministers and central bankers
from the Group of 20 countries
at a meeting near London this
weekend, doesn’t name the
countries to contribute. China
and Saudi Arabia appear likely
candidates. Japan has already
offered $100 billion.

The draft seems to put the
EU at odds with the U.S.,

which plans to emphasize the
need for bigger economic
stimulus packages at the
G-20 summit on April 2, while
playing down proposals to
strengthen international fi-
nancial regulation.

The statement says the
27-nation EU “is doing its
part to support demand,” and
makes clear the EU wants bet-
ter international coordina-
tion of financial-market au-
thorities, with the IMF play-
ing a key role.

The bloc also seeks “the
rapid establishment of col-
leges of supervisors for allma-
jor cross-border financial in-
stitutions,” according to the
draft.

German Finance Minister
Peer Steinbriick, heading to a

Please turn to page 30

an interview.

Many pharmaceutical ex-
ecutives now believe drug dis-
coveryis toounpredictable to
count on. So they have begun

Please turn to page 30

Roche,
U.S. giant

near pact

BY MATTHEW
KARNITSCHNIG
AND JEANNE WHALEN

The board of biotechnol-
ogy company Genentech Inc.
is near a deal to sell itself for
$95 a share to Roche Holding
AG, its majority holder, ac-
cording to people familiar
with the matter.

The two sides held discus-
sions over the weekend and at
one point were close to an-
nouncing the transaction
Monday. There have been de-
lays as the two sides bickered
over timing and closing condi-
tions, these people said. It is
possible that a deal could fall
apart.

Still, momentum on both
sides is building toward a
deal, and an announcement
could come this week, the peo-
ple added. Switzerland-based
Roche already owns 56% of Ge-
nentech, but needs to receive
consent from 90% of the com-
pany’s outstanding shares to
secure full ownership of the
company.

The $95-per-share price
would represent a total equity
value of $46.7 billion, 6%
above Roche’s July opening
bid of $89.50. However, it falls
well below the $112 per-share
demanded by a special com-
mittee of Genentech’s direc-
torsin December. Weak financ-

Please turn to page 30
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Mapping a course

Germany, U.K. weigh options
for GM’s European units
Corporate News, page 4
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LEADING THE NEWS

Hungary to support forint

Budapest set to use
funds from the EU

for its intervention

By EpITH BALAZS
AND CHARLES FORELLE

BUDAPEST—The Hungarian cen-
tral bank’s plan to intervene in for-
eign-exchange markets to support
its swooning currency—using funds
it gets from the European Union to
do so—helped boost the forint on
Monday.

The central bank’s plan an-
nounced late Sunday after extraordi-
nary weekend meetings came after
the forint hit new lows against the
euro last week. Among other mea-
sures, the bank said it “will start to
channel E.U. funds to the [financial]
market and is ready to use all mone-
tary policy tools” to boost the forint.

Late Monday in the U.S., the euro
traded at around 310.52 forints,
down 1% compared with 313.55
forints late Friday.

But the euro is still up around
17% against the forint so far this
year, and the Hungarian currency’s
weakness is a deepening source of
worryin this nation, one of the hard-
est hit by the global financial crisis
in Eastern Europe. The weak forint
is crippling homeowners who took
out mortgages in Swiss francs and
euros. Itis driving up the price of im-
ported goods and—perhaps most se-
riously—straining the balance
sheets of banks who made loans to
consumers and businesses now un-
able to pay.

Peter Felcsuti, chief executive of
the Hungarian unit of Austria’s
Raiffeisen bank and head of the Hun-
garian Banking Association said

CORRECTIONS &
AMPLIFICATIONS

Sanjay Pingle is president of
Terasol Energy Inc. An article about
biofuels for aviation in Monday’s En-
vironment report incorrectly
spelled his last name as Pringle.

Currency crisis

The number of European cents
100 Hungarian forints buys
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Hungarian banks at the moment
have strong enough balance sheets
to handle the slumping currency,
but “should the decline continue
and reach higher levels, obviously
the development of a systemic prob-
lem cannot be excluded.”

In 2007, Hungary received €1.4
billion in EU structural funds, and
around €1 billion last year. The cen-
tral bank said it expects a significant
increase this year. The bank
wouldn’t immediately say how
much it would convert on the for-
eign-exchange market.

Poland tried a similar move in
early February to stem the fall in its
currency, the zloty. The markets ini-
tially shrugged it off, but the cur-
rency later rebounded and for the
past three weeks has stayed above
its lows against of around 4.94 zloty
to the euro. Monday it traded at
around 4.74 zloty to the euro.

The forint broke marked new lows
against the euro last week, hurt by a
flight of investors from smaller and
riskier countries—and by comments
by European Central Bank president
Jean-Claude Trichet that euro-adop-
tion rules wouldn’t be eased for coun-
tries like Hungary wanting to join the
currency more quickly.

Some analysts are skeptical that
moves by the Hungarian central
bank will be enough. “The market
needs to see greater intervention to
provide foreign exchange liquidity,

perhaps involving the European
Union, the European Central Bank
or the International Monetary
Fund,” says Angus Halkett, strate-
gist at Deutsche Bank in London.

Central and Eastern Europe came
under fire early this year as inves-
tors feared that the global financial
and economic crisis could lead to fi-
nancial collapse. Regional curren-
cies weakened severely and negative
news flow from any of these coun-
tries proved to have a contagious im-
pact on others. Hungary, however,
seems to have become the punching
bag of the region, triggering a flurry
of action from authorities here.

At an EU summit on March 1, Hun-
garian Prime Minister Ferenc Gyurc-
sany proposed massive regional bail-
out. It was rejected by Germany and
other EU powers who’d have to foot
the bill.

Hungary was the first post-Com-
munist country in the region to ap-
ply for international financial help
late last year as the forint came un-
der heavy selling pressure and the lo-
cal government bond market came
to avirtual halt in October. The coun-
try secured a €20 billion credit line
spearheaded by the IMF, with contri-
butions from the World Bank and
the European Union.

Meanwhile, the government indi-
cated it was ready for fiscal belt-
tightening, even at the cost of slash-
ing social benefits, which had been a
taboo for Mr. Gyurcsany’s minority
government so far. Fiscal prudence
is crucial for Hungary as the country
istrying to adopt the euro and is lob-
bying to shorten the two-year pe-
riod during which those wanting the
euro must keep their currenciesin a
band tied to the euro.

Meanwhile, Marcell Kisanszky, a
real-estate agent in Budapest, says
“the forint means bloodshed for us.”

Mr. Kisanszky took out a Swiss-
franc based mortgage loan to pur-
chase a Budapest apartment and is
now looking for a way to convert his
mortgage into another credit facility
for fear he may be unable to repay
should the forint weaken further.

The mortgage “has turned into a
nightmare, and the risk that I won’t
be able to repay it unless I find some
sort of a solution has become very
high,” he says.
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Fortis shareholders likely
to accept latest BNP deal

By JoHN W. MILLER

BRUSSELS—BNP Paribas looks
set to win its battle to buy Fortis
Bank from the Belgian government,
according to company officials and
dispirited opponents of the sale.

Shareholders in the bank’s hold-
ing company, Fortis NV, have twice
successfully vetoed the proposed
sale, the terms of which were agreed
to back in October, when Fortis was
effectively nationalized.

On April 8, Fortis shareholders
are set to vote again, this time on a
slightly more generous offer the Bel-
gian government and BNP agreed to
over the weekend.

“I don’t know anymore if it’s
worth it” to show up at the April
meeting, said Mischael Modrikamen,
a lawyer representing 2,300 retail
shareholders. Mr. Modrikamen
spearheaded earlier resistance to
the sale, arguing that shareholders
should get more than double the
roughly €3 ($3.79) a share on offer.

BNP has aggressively lobbied in-
vestors since losing last month’s
vote on the deal, and officials at the
French bank say they are now confi-
dent of winning.

The new support will come from
two sources, say officials at BNP and
Fortis. The first is institutional inves-
tors, such as pension funds, which
mostly stayed away from the rau-
cous Feb. 11 vote, where 20% of For-
tis’s 2.3 billion shares outstanding
were represented. A number of these
institutional shareholders have
pledged to show up and vote this
time, according to Kathleen Steel, a
spokeswoman for Fortis NV.

Four institutional shareholders
contacted declined to comment.

A BNP spokesman said more
votes will come from investors who
have bought Fortis shares since the

Belgian state’s October bailout of the
firm. These buyers now control 5% of
Fortis NV. In February, they weren’t
allowed to vote, but because of a rule
change they now can.

“The new deal allows these guys
to make money if they vote ‘yes,’ ”
said Ivan Lathouders, an analyst for
Bank Degroof, a Brussels-based bank.

Most of these investors bought For-
tis NV shares at around one euro. Ac-
cording to Fortis NV, the latest pro-
posed sale would give holders anet as-
set value of €7 billion, or €3.04 a share.

The new deal is also a slight im-
provement for shareholders who
bought before October, only to see
Fortis’s share price plummet to less
than10% of its year-ago value. Net as-
set value for shareholders in the re-
jected February deal was €6.5 billion,
or €2.83 a share.

BNP hopes to get a final push with
approval from Ping An Insurance
(Group) Co. of China. The Chinese in-
surer, Fortis NV’s largest share-
holder with a 5% stake, was the swing
“no” vote last time, when the margin
of defeat for the proposed sale was
less than two percentage points.

Ping An will make a statement on
its positionin afew days, alawyer for
the Chinese company said. Fortis NV
Chairman Jozef De Mey is scheduled
to meet with Ping An executives Tues-
day on a trip to Asia.

The margin of victory will be “re-
sounding” with Ping An’s support
and “comfortable” without, BNP
Chief Executive Baudouin Prot told
France’s Business FM radio Monday.

BNP officials say they want Fortis
Bank for its relatively large cash de-
posits. Fortis Bank still has a rela-
tively high Tier 1 capital ratio of 10%,
compared with 8.4% for BNP.

—David Gauthier-Villars
and Geraldine Amiel in Paris
contributed to this article.
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Central bankers suggest bottom is nearing

ECB’s Trichet cites
modest rebound
for corporate bonds

The head of the European Cen-
tral Bank and some other central
bankers said the world’s economy is
still slowing but suggested a turning
point could be near as massive fiscal-
stimulus packages, low interest
rates and cheaper energy prices bol-
ster prospects for growth.

By Joellen Perry in Frankfurt
and Natasha Brereton

and Christopher Emsden

in Basel, Switzerland

“We’re approaching a moment
where we might have a pickup,” said
European Central Bank President
Jean-Claude Trichet in his most opti-
mistic assessment to date of tenta-
tive signs of stabilization in some
markets. He cited a modest rebound
in corporate-bond markets as one
positive sign. He spoke to reporters
on behalf of participants in a meet-

ing of central bankers from the
world’s leading economies at the
Bank for International Settlements
in Basel, Switzerland.

Mr. Trichet also suggested that
investors, who last week drove ma-
jor U.S. stock indexes to
12-year lows, are underesti-
mating the significance of
government efforts. Policy
makers world-wide have
made “a very, very strong
commitment...not to let any
systemic institution go un-
der,” Mr. Trichet said. This
“may not be fully priced in
by the market.”

The Trichet view isn’t
shared uniformly among cen-
tral bankers. Federal Reserve
officials have been struck in
recent weeks by the sharp deteriora-
tion in stock prices.

Falling stock prices make it harder
for distressed banks to raise private
capital. Moreover, some credit-mar-
ket conditions, which had shown
signs of improvement earlier this
year, have worsened a bit in recent
weeks amid a stream of dour eco-
nomic data.

Jean-Claude
Trichet

Economic policy makers from
around the world are jockeying for
position ahead of a gathering of fi-
nance ministers and central bankers
from the Group of 20 nations—the
major industrialized and emerging-
market economies—this
weekend in preparation
for a summit of the G-20
heads of state on April 2.
The U.S. is pressing for
more aggressive govern-
ment spending to lift the
global economy; others
seek to use the meetings to
restructure global finan-
cial regulation.

People’s Bank of China
Vice Gov. Yi Gang said Mon-
day the fiscal-stimulus
measures announced by
China so far are appropriate and al-
ready seem to be working. “At this
point, I think the current package of
the fiscal stimulus is sound, and it
seems already effective,” Mr. Yi told
reporters in Switzerland. “So at this
point, I think the current stimulus
package is fine.”

A bit of positive news under-
scored central bankers’ optimism

Monday. Interest rates on euro-zone
household and corporate loans fell
markedly in January, ECB figures
showed. Rates on business loans for
up to a year fell to 4.73% from 5.38%,
while the average interest rate on a
popular type of mortgage slipped to
4.39% from 5.09%. The ECB has cut
its key rate to 1.5%, from 4.25% in
July. Policy makers will welcome fur-
ther evidence that their cuts are feed-
ing through to the real economy.

Central banks world-wide, in-
cluding the U.S. Federal Reserve,
have taken rates closer to zero and
launched a bevy of lending pro-
grams aimed at boosting growth.
The Bank of England last week low-
ered its policy rate to 0.5% and
launched a £75 billion ($105.54 bil-
lion) program to unclog credit mar-
kets by buying assets directly.

But markets remain tense. A key
barometer of financial-sector
health—the London interbank of-
fered rate—rose for the 10th consec-
utive day Monday. The three-month
dollar Libor, a benchmark for the
rates at which banks lend to one an-
other, has fallen markedly since it
peaked at 4.8187% in October as cen-

tral-bank and government pro-
grams have propped up confidence.
But amid continuing money-market
tension, the rate rose to 1.3125%
Monday from Friday’s 1.2925%.
After the BIS meetings, Polish
central-bank Gov. Slawomir Skrzy-
pek also said Monday he doesn’t see
“a risk for recession in Poland” and
stressed that the country’s banking
system remains “sound.” Fears of a

The Trichet view
isn’t shared
uniformly among
central bankers.

full-blown crisis in Eastern Europe
have battered the currencies of
countries across the region and wor-
ried analysts who contend Western
European banks could face whop-
ping losses on investments in the
East.
—Jon Hilsenrath in Washington
contributed to this article.
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U.K., Germany weigh options for GM

Both governments consider solutions for U.S. company’s troubled European subsidiaries, such as providing aid

BY LAURENCE NORMAN
AND ANDREA THOMAS

Germany and the U.K. continued
to weigh solutions Monday for trou-
bled European subsidiaries of Gen-
eral Motors Corp., as Washington
debated rescue plans for the auto gi-
ant in the U.S.

The U.K. government plans to sit
down Wednesday with auto-indus-
try representatives and others to
discuss support for the country’s
auto sector, in which GM’s Vauxhall
subsidiary in the U.K. plays a major
role.

In late January, the U.K. govern-
ment announced a £2.3 billion
($3.24 billion) loan-guarantee pack-
age to support the industry, al-
though industry officials at the time
questioned how quickly funds
would be made available.

Asked whether there would be
any fresh support announced for the
auto industry and Vauxhall in partic-
ular, a spokesman said “if there are
any announcements to be made
Wednesday, we’ll announce them
Wednesday.”

Wednesday’s meeting will be
hosted by Business Secretary Peter
Mandelson and will include officials
from banks and regional develop-
ment agencies, a spokeswoman for
the department said.

“Vauxhall is in terrible trouble,”
Mr. Mandelson said on BBC televi-
sion Sunday. “I’'ve spoken three
times in the last week to the presi-

Associated Press

Workers at an GM Opel plant in Ruesselsheim, Germany in December. German politicians are under pressure to bail out the unit.

dent of General Motors in Europe.
I’ve also spoken to the German eco-
nomics minister because their
plants are similarly affected, and we
will approach what we need to do to-
gether on this.”

In Berlin, a government spokes-
man said Monday that securing jobs

at GM’s big Opel plants will be the
government’s main aim if it decides
to give the company any aid. The
spokesman, Thomas Steg, said it
was clear that restructuring plans
for Opel weren’t sufficient for the
government to make a final deci-
sion.

“This plan is still incomplete and
requires a fleshing out,” Mr. Steg
told reporters. “The federal govern-
ment’s aim is clear: to secure jobs at
the Opel plants permanently,” he
added. But any decision to help Opel
could take weeks, he warned.

GM Europe Chief Executive Carl-

Peter Forster last week presented
the company’s restructuring plan
for Opel to the government and said
GM needs €3.3 billion ($4.17 billion)
in aid across its European opera-
tions. GM posted a global 2008 loss
of $30.9 billion.

German politicians are under
pressure from labor unions to bail
out Opel, GM’s largest European
brand, to help save the company’s
25,000 jobs—a figure that more
than doubles when parts suppliers
and other Opel-linked companies
are included.

However, signs of a growing rift
between the government’s two rul-
ing parties could complicate rescue
plans. The center-left Social Demo-
cratic Party worries that calls by
Chancellor Angela Merkel’s conser-
vative Christian Democrats for de-
tailed restructuring plans could
cost jobs if the company goes under
before it can be saved.

“We will help when the benefit
for all people is more than the
harm,” Ms. Merkel said in her
weekly video-streamed message Sat-
urday.

The SPD’s leader, Foreign Minis-
ter Frank-Walter Steinmeier—who
will challenge Ms. Merkel in general
elections next fall—is pressing for a
quick solution. “Politicians are re-
sponsible to protect Germany as an
industry location,” Mr. Steinmeier
said over the weekend. “Politics
must now come into play and fight
for every job.”

Arnold steps down from a top post at Procter & Gamble

By ELLEN BYRON
AND JOANN S. LUBLIN

The succession race at Procter &
Gamble Co. narrowed Monday with
the exit of Susan Arnold, clearing
the way for rival Robert McDonald
to emerge as the front-runner to
lead the world’s biggest consumer-
products company after Chief Execu-
tive A.G. Lafley retires.

Ms. Arnold, who turned 55 years
old Sunday, said she was stepping
downas president of P&G’s global busi-
ness units after a 29-year ca-
reer at the Cincinnati-based
company. Ms. Arnold had
known for some time that
she was unlikely to succeed
Mr. Lafley, but the CEO per-
suaded her to remain in se-
nior management for a
while, according to a person
familiar with the situation.

Over the past year, spec-
ulation about who will suc-
ceed the 61-year-old Mr. Laf-
ley has heated up, as the
CEO nears P&G’s mandatory retire-
ment age of 65 and nearly a decade in
his post. Since at least 2006, Ms. Ar-
nold and Mr. McDonald, the compa-
ny’s two most powerful executives af-
ter Mr. Lafley, had been in a horse
race to become the next CEO, people
close to the matter said.

P&G declined to comment on the
specifics of its CEO succession
plans. Nor did it make Ms. Arnold or
Mr. McDonald available for comment.

“A.G. is very focused on his role as
chairman and CEO,” a company
spokesman said of Mr. Lafley, adding
that P&G has a “deep bench” of leader-
ship talent. “We have a rigorous ap-

=

Susan Arnold

proach to the CEO succession process
to ensure a seamless transition.”

Mr. McDonald has played a more
visible role at investor conferences
lately, giving Wall Street the impres-
sion he had the edge for the top job.
But the economic downturn could af-
fect the outcome. Lately Mr. Lafley
hasbrushed aside notions that he will
step down anytime soon. When asked
abouthisretirement at ananalyst con-
ference in December, he told the
crowd, “The rumors of my passing are
greatly exaggerated,” adding, “We’re
going to stay together, and
we have a lot left to do.”

Given the difficult eco-
nomic climate, P&G’s board
might ask Mr. Lafley to stay
on until he turns 65, said a
person familiar with the situ-
ation.Ifhe does, the 55-year-
old Mr. McDonald would be
59 by that juncture, and P&G
could deem him too old to
take the reins, given its his-
tory of preferring CEOs to
serve for about a decade.

Another possible scenario: given
the volatility of current business
conditions, Mr. McDonald could
make a mistake that would prompt
the board to look to several of P&G’s
young vice chairmen and presi-
dents, this person said.

Sanford C. Bernstein analyst Ali
Dibadj suggested such contenders
could include Edward Shirley, vice
chairman of global beauty and
grooming; Robert Steele, vice chair-
man for global health and well being;
and Dimitri Panayotopoulos, vice
chairman for global household care.

Mr. McDonald has spent his entire
corporate career at P&G. He attended

the U.S. Military Academy at West
Point and joined the company after
serving for five years as a U.S. Army
captain. He rose through the ranks at
P&G, serving as a brand manager for
Cascade dishwasher detergent and
Tide laundry detergent, and eventu-
allyholdingleadershiproles through-
out Asia. He became a vice chairman
in2004,andin2007 assumed his cur-
rent post as chief operating officer.
Like Mr. McDonald, Ms. Arnold
has spent her entire career at P&G.
Shebecame the first femaleleader of
its global beauty business, its first
vice chairwoman and the first
woman to be the company’s presi-
dent. As the head of P&G’s global
business units, Ms. Arnold oversaw
more than 300 brands, which gener-
atetotal annual sales of $83.5billion.
Over the past several months it ap-

peared that Ms. Arnold had beenlook-
ing outside P&Gto heightenher profes-
sional profile. In 2008, she joined the
board of McDonald’s Corp., following
her appointment as a Walt Disney Co.
director the year before. A participant
in the Clinton Global Initiative, the
charitable organization led by former
President Bill Clinton, Ms. Arnold has
metwithworldleaders and otherhigh-
profile executives to discuss issues
such as poverty and sustainability at
the group’s annual conferences.

Executive recruiters have courted
Ms. Arnold for years about taking the
helm of another major company. She
showed interest in feelers from sev-
eral companies, “but she always got
yanked back by P&G,” said a person
with knowledge of the matter.

P&G didn’t name asuccessor to Ms.
Arnold. The executives who had re-

portedtoherwillnowreport to Mr. Laf-
ley, the company said.

P&G said Ms. Arnold will leave her
role as president immediately but
will continue with the company on
special assighment until September.
“It has long been her intention to step
down upon her 55th birthday,” it said.

Ms. Arnold’s rise through P&G’s
ranks included a stint as the leader
of P&G’s global beauty business,
where she led the transformation of
Olay into a billion-dollar skincare
blockbuster. Later, as vice chair-
man, Ms. Arnold was charged with
leading the two most important
growth initiatives at the company—
its health and beauty businesses.

Ms. Arnold attended the Univer-
sity of Pennsylvania, and received a
master’s in business administration
from the University of Pittsburgh.

Sanofi names Contamine as finance chief

BY ELENA BERTON

France’s Sanofi-Aventis SA, one
of the world’s biggest drug makers,
said Monday it appointed Jérome
Contamine as its new chief financial
officer.

Mr. Contamine, who will take the
finance-chief post on March 16, was
previously senior executive vice
president, deputy general manager
and finance chief at Veolia Environ-
nement, the French water, waste,
transportation and energy-services
company. Mr. Contamine couldn’t
be reached for a comment.

Sanofi-Aventis Chief Executive

Chris Viehbacher said that Mr. Con-
tamine “will be deeply involved in
the simplification of our opera-
tional structures to adapt our group
to future challenges.”

The former Veolia executive will
fill the role vacated last month by
Laurence Debroux, who was tapped
as chief strategic officer just two
months after succeeding the compa-
ny’s former finance chief, Jean-
Claude Leroy.

Mr. Leroy, a company veteran,
left Sanofi-Aventis nearly two
weeks after Mr. Viehbacher’s arrival
as the company’s new chief execu-
tive. Mr. Viehbacher, formerly a se-

nior executive at U.K.-based Glaxo-
SmithKline PLC, was appointed to
that post in September, marking a
change for the French company,
which until then had been run by a
tight group of managers.

The appointment of Mr. Con-
tamine continues the trend of drug
companies choosing chief financial
officers from outside the pharma-
ceutical industry, said Panmure Gor-
don analyst Savvas Neophytou, not-
ing that the focus is now on what
Sanofi-Aventis can deliver with its
new management team in place.

Monday, shares in Sanofi-Aven-
tis were up 2% in Paris.
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Swiss Re chooses Kielholz as new chairman

Boardroom changes
touch Credit Suisse,
reflect growing woes

BY GORAN MIJUK
AND KATHARINA BART

ZURICH—Swiss Reinsurance
Co.’s troubles triggered a fresh
round of boardroom changes there
and at Credit Suisse Group, under-
scoring the woes of Switzerland’s
once rock-solid financial center.

Monday’s changes began when
Swiss Re said Vice Chairman Walter
Kielholz would succeed Peter Forst-
moser as chairman of the reinsurer,
which last year posted a hefty net
loss and needed fresh capital from
Warren Buffett’s Berkshire Hatha-
way Inc.

In addition to his duties at Swiss
Re, Mr. Kielholz, 58 years old and a
former Swiss Re chief executive,
had been chairman at financial-ser-
vices rival Credit Suisse since 2003.
He said he would step down from
that post to focus on Swiss Re,
prompting Credit Suisse to name
Vice Chairman Hans-Ulrich Doerig,
69 years old, as his successor.

Swiss Re is under heavy pres-
sure to rebuild its balance sheet af-
ter a foray into
risky invest-
ments left there-
insurer with an
864 million
Swiss franc
($745 million)
net loss in 2008
and about 50 bil-
lion francs in
risky assets on
its balance
sheet.

The troubles
led to the ouster
of Swiss Re Chief Executive Jacques
Aigrain, who was succeeded by Ste-
fan Lippe earlier this year. But inves-
tors also demanded that Swiss Re’s
board be revamped, as it was be-
lieved to have backed Mr. Aigrain’s
aggressive risk-taking.

Some of those demands have
been met over the past month; Mr.
Forstmoser and board members
Thomas Bechtler, Benedict Hentsch
and Kaspar Villiger will all step
down at Friday’s annual sharehold-
ers meeting.

Mr. Villiger, a former Swiss fi-
nance minister, will become chair-
man of UBS AG later this year.

But some investors remain criti-
cal of the changes.

Analyst and shareholder ire has
centered on Mr. Kielholz and desig-
nated Vice Chairman Mathis Cabial-
lavetta, a former UBS chairman who
was fired about a decade ago after
the bankincurred big trading losses
linked to the collapse of hedge fund
Long Term Capital Management.
Mr. Cabiallavetta has since worked
as vice chairman at U.S. insurer
Marsh & McLennan Cos.

Mr. Cabiallavetta wasn’t avail-
able for comment. A Swiss Re
spokesman said he is a proven ex-
pert in insurance and banking.

“Kielholz, as a current board
member and vice chairman, is re-
sponsible for the failed strategy of
diversifying into financial services
and is in for exactly as much criti-
cism as others at Swiss Re as a re-
sult,” said Ziircher Kantonalbank an-
alyst Georg Marti.

Swiss activist shareholder
group Ethos called for an extraordi-
nary shareholder meeting in the

Hans—UTrich
Doerig

coming months to bolster Swiss
Re’s board with at least three new
members. Ethos President Domin-
ique Biedermann said the new mem-
bers needed “experience in risk
management and U.S. business.”

Some investors, however, saw
the boardroom shuffles as a first
step to help Swiss Re turn itself
around.

“Although at a first glance the
changes don’t seem to go deep
enough, Kielholz knows Swiss Re
very well and Cabiallavetta cer-
tainly has learned from his past mis-
takes,” said Robert Scholl, asset

manager at Aargauische Pension-
skasse.

“However, it seems that Swiss
companies need to increasingly tap
older and experienced managers, as
there is alack of young and talented
successors,” Mr. Scholl said.

The fact that Mr. Kielholz had
held top board positions at two ma-
jor financial companies isn’t un-
usual in Switzerland, where many
former managers hold multiple
board posts at various companies.

Some investors also criticized
UBS for being unable to find
younger managers to fill the top

jobs. It tapped former Credit Suisse
CEO Oswald Griibel and Mr. Villiger
to take over the key jobs at the bank.

Swiss Re said the boardroom de-
cisions in the past two weeks have
been made in conjunction with key
shareholders.

“The feedback from the share-
holders is reflected in our deci-
sion,” Mr. Kielholz said.

Swiss Re declined to comment
further on the changes.

The boardroom shuffle at Credit
Suisse was welcomed by many, as
Mr. Doerig is highly regarded by ana-
lysts and shareholders, who said

the manager is well-versed in the
bank’s risk practices.

His move to the bank’s top job
from the vice chairman post trig-
gered other changes, with legal
counsel Urs Rohner to advance to
the vice chairmanship.

Credit Suisse said it will propose
Andreas Koopman, the current CEO
of Swiss industrial company Bobst
AG, and John Tiner, CEO of U.K. in-
surer Resolution Ltd., as board
members. Mr. Bechtler, who has
been at Credit Suisse since 1994,
will step down from this board as
well.
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Wave of consolidation sweeps drug makers

Recent deals reflect
valuations, pipelines
and willing bankers

BY AVERY JOHNSON
AND RON WINSLOW

Drug makers have launched a
frenzied wave of consolidation that
is redrawing the industry land-
scape.

Merck & Co.s $32.6 billion
agreement to acquire Schering-
Plough Corp., announced Monday,
follows Pfizer Inc.’s $68 billion Jan-
uary takeover deal for Wyeth and
Roche Holding AG’s seven-month
pursuit of Genentech Inc. that was
nearing an agreement Monday, ac-
cording to people familiar with the

situation. The Roche-Genentech
deal, valued at about $46.7 billion,
plus the Merck bid for Schering-
Plough, means that drug makers
are close to agreeing to more than
$79 billion in deals in the last few
days.

The push to consolidate is being
driven by thereality that drug pipe-
lines of the big companies aren’t
producing enough new moneymak-
ers to keep growth going as their
major products lose patents over
the next few years. As a result, the
drug giants are looking to consoli-
dations that will cut costs by com-
bining research and sales efforts
and eliminate other overlaps.

What’s left will be an industry
dominated by behemoths, raising
questions about the fates of
smaller drug companies, as well as
the countless still-smaller biotech-

nology firms hungry for suitors.
Even though their labs aren’t what
they used to be, the product lineup
of drug companies still command
fat margins, giving most cash on
hand with which to pursue deals.

“There are too many companies
chasing smaller revenue opportuni-
ties, so there’s got to be a shake-
out,” says analyst Tim Anderson at
Sanford C. Bernstein & Co. “If
you’ve got cash and the value of the
companies you want to buy is
lower, it’s the perfect setup.”

The pressure also is on from
Washington, where health-care re-
form could eat into margins. Bigger
drug companies could be in a better
position to bundle their products
and negotiate with the govern-
ment, say analysts.

The wreckage on Wall Street is
also a factor: The health-care sec-

tor is traditionally viewed as a rela-
tively safe bet, making it easier for
drug companies to get financing
than other industries.

“The horrible market and the po-
litical uncertainties have served as
a shove,” says Catherine Arnold, a
drug-industry analyst at Credit
Suisse.

In Europe, in addition to the ac-
cord expected by Roche of Switzer-
land for the 44% of Genentech that
it doesn’t already own, Novartis AG
of Switzerland, has committed to
buying Swiss eye-care company Al-
con Inc. for $39 billion. Roche has
said it isn’t interested in other
large deals, while Novartis’s chief
executive said in January that an-
other big deal is “highly unlikely”
for the company.

GlaxoSmithKline PLC Chief Ex-
ecutive Andrew Witty has also said
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the U.K. company isn’t interested in
mega mergers, calling them disrup-
tive. He says Glaxo is focused on
smaller deals that will help it ex-
pand in emerging markets, and
help it diversify more into vaccines
and over-the-counter drugs.

As the dust settles, Eli Lilly &
Co., Bristol-Myers Squibb Co., As-
traZeneca PLC, Sanofi-Aventis SA,
and Johnson & Johnson seem most
likely to be involved in the next
wave of consolidation, analysts say.
Factors including existing partner-
ships, the timing of patent expiries
and how well they can absorb multi-
ple acquisitions could factor into
who will be a buyer and who will be
a seller.

“Bristol and Lilly stand out in
terms of size versus the rest of the
industry,” says Les Funtleyder, an
industry analyst at Miller Tabak.
“They’ll have to do something, be-
cause it’s a consolidating industry.”

Lilly, based in Indianapolis with
a market capitalization of $32 bil-
lion, will lose patent on its best-sell-
ing antipsychotic, Zyprexa, in 2011.
It just bought ImClone for $6.5 bil-
lion. Mr. Anderson suggests a
merger with Bristol-Myers, whose
chief executive, James Cornelius,
came from Lilly.

Lilly, which has strong ties to In-
diana and an undesirable series of
patent losses, would be more likely
to buy than sell. “There’s no way Lil-
ly’s a takeout. It’s got a massive
cliff,” says Mr. Anderson.

Mark Taylor, an Eli Lilly spokes-
man, says, “We’re not interested in
large-scale M&A activity in pharma
and believe small and medium-
scale acquisitions and internal de-
velopment is the best way forward
for Lilly.

Bristol-Myers faces a similar di-
lemma, since Plavix, the bloodthin-
ner it sells with Sanofi-Aventis,
faces generic competition in 2011.
A merger with Lilly could run into
antitrust hurdles, since both compa-
nies have clotting drugs and antip-
sychotics. Bristol-Myers declined
to comment.

Sanofi-Aventis’s new chief,
Chris Viehbacher, said in an inter-
view last week that he isn’t seeking
amega merger, but would consider
deals of under €15 billion, or about
$19 billion. Some analysts say that
could leave Sanofi-Aventis open to
buying the U.S. biotech company
Biogen Idec Inc., which has a mar-
ket value of $13.3 billion. Both com-
panies have declined to comment.

Another possibility for Bristol-
Myers could be a deal with Britain’s
AstraZeneca PLC, since the compa-
nies are co-developing a drug for di-
abetes called saxigliptin. As the
match between Merck and Scher-
ing-Plough shows, companies some-
times pursue a deal to gain full
rights of a co-marketed product. As-
traZeneca declined to comment.

AstraZeneca, though, is still di-
gesting its $15.6 billion purchase of
MedImmune in 2007. And in Janu-
ary, AstraZeneca said large acquisi-
tions weren’t part of the company’s
strategy.

Ms. Arnold, the drug analyst
from Credit Suisse, says that hasn’t
stopped companies in the past.
“Sanofi, Glaxo and Novartis have
said they’re not interested in big
deals, but Jeff Kindler said that
nine months ago,” she said, refer-
ring to the statement in March
2008 by Pfizer’s chief executive
that he did not see a mega merger
on the horizon.

—Jeanne Whalen
contributed to this article.
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Medvedeft

Premier brands battle
but Medvedev’s trails
Putin-inspired booze

BY ANDREW OSBORN

MOSCOW—Putinka vodka piggy-
backed on the cult-like popularity of
Vladimir Putin to become one of Rus-
sia’s top-selling brands of spirits. For
a new vodka named after Mr. Putin’s
presidential successor, Putinka is
proving to be as tough an act to follow
as Mr. Putin himself.

Medvedeff vodka, named after
President Dmitry Medvedev, ap-
peared in shops here in December,
——————— next to bottles of

ADVERTISING Putinka vodka and
— for the same
price—150 rubles, or roughly $4, per
halfliter. But, while Putinka, which hit
the market in 2003, remains Russia’s
second-best-selling vodka, Medvedeff
has yet to find a place among the top
20.

The disparity reflects Russia’s po-
litical reality. Mr. Putin left the presi-
dency in May, accepting the more-
junior position of prime minister, yet
polls show he remains more popular
than Mr. Medvedev and that his aura
of absolute power hasn’t waned. Are-
cent survey from the Levada polling
center in Moscow showed 87% of re-
spondents thought “real power” re-
mained either completely or signifi-
cantly in Mr. Putin’s hands.

Using Mr. Putin’s image to sell
vodka was a smart move by the cre-
ators of Putinka, an affectionate take
on the former president’s surname.
The brand has annual sales of more
than $500 million.

But Russia’s $11 billion vodka
market is crowded and highly com-
petitive. To stand out, experts say, a
vodka maker needs a unique brand
and needs to market it heavily.

Medvedeff’s parentage is as
opaqueas Kremlinpolitics. Avodkafac-
tory near Moscow confirms it distills
thevodkabut says other details—such
as production volumes and who owns
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vodka is laggipg_ Putinka

Medvedeff vodka, shown in the foreground, hasn't replicated the success of Putinka vodka, in background.

the brand—are “a secret.” TPG Kri-
stall, the factory’s owner, also refuses
to identify the brand’s owner. TPG Kri-
stall’s president declined to comment
for this article but told the daily Vedo-
mosti that his company was making a
small quantity of Medvedeff for alMos-
cow vodka maker to test the market.

Market researchers say Medved-
eff’s market share is invisible so far.
Business Analytica, which publishes
vodka-sales figures, says Medved-
eff’s impact, if any, will only become
apparent at the end of March.

“It has no chances,” says Alex-
ander Yeremenko, managing direc-
tor of branding consultant BrandLab.
He says the fact that Mr. Medvedev’s
authorityissotentative means drink-
ers won’t embrace the drink in the
same way as they have Putinka.

Vinexim, owner of the Putinka
brand, spent tens of millions of dol-
lars promoting and advertising it in

recent years. “You’d need to spend
10 or 20 times that,” Mr. Yeremenko
says of Medvedeff.

Arseniy Soldau, president of
branding agency Soldis, says he,
too, is a skeptic. He fears that Mr.
Medvedev, in Russian minds, is too
closely associated with the unfold-
ing economic crisis which s likely to
get worse. By contrast, branding gu-
rus and pollsters say Mr. Putin is as-
sociated with a period of rising pros-
perity when oil prices were high and
real incomes here improved.

Stanislav Kaufman, the man who
dreamt up Putinka, says he can’t
take Medvedeff seriously. “Mr.
Medvedev is not a vodka personal-
ity,” he says. “Mr. Putin is.”

Mr. Kaufman says Mr. Putin’s
background as a spy is a good match
for a drink that is at least 40% alco-
hol. Mr. Medvedev, a former corpo-
rate lawyer who has touted himself

as a liberal modernizer, just doesn’t
have the right image, he adds.

A Kremlin spokesman said he
wasn’t sure if the president was aware
of the new vodka, but said such initia-
tives generally weren’t welcomed. A
spokesman for Mr. Putin has said that
Mr. Putin has “an extraordinarily nega-
tive attitude” towards attempts to use
his name for commercial purposes,
but in the case of Putinka has no legal
means to block it.

Russia’s vodka consumption,
which fell or stagnated during its
boom, is likely to rebound as the glo-
bal economic crisis continues, with
many Russians turning to illegal
vodka , which costs less than 80 ru-
bles per half liter, says Dmitry Do-
brov, of Rosspirtprom, Russia’s
state-owned spirits monopoly. Vin-
exim’s Mr. Kaufman thinks those
who can afford a bit more will be
drinking Putinka, not Medvedeff.

Dow Chemical agrees to revive R&H merger

By ANA CAMPOY

Dow Chemical Co. reached a ten-
tative, revived deal Monday to ac-
quire rival Rohm & Haas Co. on
terms similar to the $78-a-share
agreed upon in July.

The announcement came after a
Delaware judge set a days’ end dead-
line for a settlement. If an agree-
ment hadn’t been reached, the court
was prepared to hold a hearing Tues-
day on a lawsuit brought against
Dow Chemical by Rohm & Haas for

failing to complete the transaction
in January.

The Haas Family Trust and hedge
fund Paulson & Co., the two largest
shareholdersin Rohm & Haas, are ex-
pected to purchase preferred stock
in Dow Chemical following an ex-
pected closing on April 1. All other
shareholders would receive the $78
a share, valuing the company at
about $15.3 billion.

Rohm had been resisting pres-
sure to accept a lower price.

Shares in both companies were

suspended amid expectation of a set-
tlement. Rohm & Haas shares gy-
rated during the day but were up
16% at $74 in 4 p.m. trading. Dow
Chemical stock finished down 11% at
$6.33.

The trial was to decide the fate of
the marriage, which was scuttled by
Dow’s difficulties in financing what
it had once billed as a transforma-
tive deal. Dow had been attracted to
Rohm & Haas’s specialty products,
which would allow Dow to diversify
away from commodity chemicals.

Dow Chemical had planned to
help pay for the purchase by shifting
some of its lower-margin busi-
nesses to a joint venture with a Ku-
waiti state company. The Kuwait
government pulled out of the dealin
late December, and Dow Chemical
then delayed closing on the Rohm &
Haas purchase.

Other financing options under re-
view had included the possible sale
of its profitable Dow AgroSciences
unit, which has annual sales of $4.5
billion.

Attack on Nigerian pipeline stalls Shell deliveries

BY SPENCER SWARTZ

LONDON—Royal Dutch Shell
PLC said Monday that a recent mili-
tant attack on a Nigerian oil pipeline
had forced it to halt deliveries to
many customers.

Shell has seen a spate of other at-
tacks on its facilities in recent weeks
and has been forced to end oil and
natural-gas deliveries to many other
customers until further notice.

The declaration, which protects

Shell from lawsuits for not meeting
oil deliveries to customers due to ac-
tions outside the company’s control,
is expected to be in place for March
and April, a Shell spokesman said.
He wouldn’t specify how much
production and how many custom-
ers were affected, but a Nigerian oil
official said the attack disrupted
about 50,000 to 100,000 barrels a
day of production for more than a
week. The attack took place on the Es-
cravos pipeline, which sends crude

from Shell’s Forcados fields to the Es-
cravos export terminal in the coun-
try’s main oil-producing region.
The assault follows the end of a
cease-fire announced last month by
Nigeria’s main militant group, the
Movement for the Emancipation of
the Niger Delta, and the group’s vow
to attack more oil installations.
Nigeria’s main oil-producing re-
gion, the Niger Delta, is also a hot-
bed for oil theft by locals who tap
into pipelines—causing an envi-

ronmental mess for villages—and
sell the crude on the thriving black
market.

Around one quarter of Nigeria’s
effective pumping capacity, or
around 600,000 barrels a day, is cur-
rently shut because of militant at-
tacks. Much of that productionis op-
erated by the Shell-run government
joint venture.

The recent attacks have also hit
the operations of U.S.-based Chev-
ron Corp. and Italy’s Eni SpA.

Glaxo to promote
antismoking aids
in India, China

BY JEANNE WHALEN

GlaxoSmithKline PLC is prepar-
ing to launch its smoking-cessation
products in as many as 20 new
emerging markets, another sign of
the British drug maker’s desire to
build sales in the developing world.

Glaxo is planning a big market-
ing push in new countries including
China, India and Russia, where the
company doesn’t yet sell its smok-
ing-cessationlozenges and patches.

The products sell under various
brand names, including NicoDerm
CQ, Commit, NiQuitin and Nicabate.

Glaxo aims to make its products
available to 85% of the world’s smok-
ers within five years, up from about
20% today, Clive Addison, vice presi-
dent of smoking control products,
said in an interview. The global mar-
ket for smoking-cessation gums and
patches today is about $2 billion, he
said. Glaxo currently has about one-
third of the market, and is aiming to
boost its share to about 42% within
five years, he said.

Most of the world’s smokers live
in emerging markets, but those
countries haven’t been a focus for
Glaxo in the past because they
haven’t previously embraced anti-
smoking campaigns, Mr. Addison
said. That is now beginning to
change. India recently passed a ban
on smoking in enclosed public
spaces, and other countries such as
Brazil are opening new clinics to
help people quit smoking. These
new efforts make it a good time to
launch Glaxo’s products, he said.

A Glaxo spokeswoman said the
company is still deciding on pricing,
but is aiming to make the products
affordable to the mass market.

Glaxo is still working to win regu-
latory approval to sell the products
in most of the new markets. In most
cases, it is asking for permission to
sell them without a prescription.

If it gains regulatory approval,
Glaxo plans a big push to call on phar-
macists and other health-care work-
ers to promote its products and the
benefits of quitting smoking, Mr. Ad-
dison said. It would then move to
consumer advertising, including
television and Internet ads, he said.

Glaxo also plans to offer consum-
ersinnew markets the same “behav-
ioral support” programs it does in
developed markets such as the U.S.
and Europe. These online programs
send users tips for coping with nico-
tine cravings, and help them calcu-
late how much money they would
save by quitting.

Glaxo’s smoking-cessation prod-
ucts had global sales of about $700
million last year. Mr. Addison de-
clined to say how much the new mar-
keting push would cost the com-
pany.

Health Journal
Rethinking drinking
A neuw site aims to help

people put their imbibing
in perspective > Page 29
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BMW blackmailer jailed

Sgarbi gets six years
for scamming heiress
to the auto fortune

ASSOCIATED PRESS

MUNICH—A former Credit
Suisse banker was sentenced to six
years in prison for defrauding Ger-
many’s richest woman of €7 million
($9 million) and attempting to black-
mail her for tens of millions more.

Helg Sgarbi admitted to the Mu-
nich court that he threatened to re-
lease secretly recorded videotapes
of trysts with BMW heiress Susanne
Klatten, 46 years old, unless the mar-
ried woman gave him millions of eu-
ros. The 44-year-old also admitted
to telling Mrs. Klatten he had been
in a car crash and to give him the €7

million to cover the treatment of its
purported victim.

The Munich state court found Mr.
Sgarbi guilty of fraud and attempted
blackmail of Mrs. Klatten, who
turned him in to police. He was also
found guilty of fraud and attempted
blackmail for taking €2.4 million
from three other women —identified
by the initials H., R., and S.—who
were located by authorities in their
investigation of the Klatten case.

Prosecutors said the women
were the victims in a series of scams
by Mr. Sgarbi, who trained as a law-
yer, spoke six languages and worked
as a banker at Credit Suisse until the
mid-1990s. He also served as a re-
serve officer in the Swiss army, ac-
cording to prosecutors.

Mrs. Klatten didn’t attend the
four-hour trial and her attorney
made no statement to the court. She

is the daughter of the late BMW mag-
nate Herbert Quandt and holds a46%
stake in the company in conjunction
with her mother and brother. Her
spokesman wasn’t available to com-
ment. Her husband, Jan Klatten, has
made no public comment on the case.
Mr. Sgarbi told the court he had
specifically targeted Mr. Klatten, lay-
ing the groundwork for his scheme
when he first met her at an Austrian
spa in 2007. He showed up a month
later at her vacation home in the
south of France and their affair be-
gan. Then he told Mrs. Klatten that
he was involved in a car accident in
the U.S. that left a girl paralyzed,
and persuaded Mrs. Klatten to give
him the cash for her treatment.
Mr. Sgarbi then demanded Mrs.
Klatten leave her family and invest
€290 million in a trust for him, ac-
cording to the indictment. When she
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Helg Sgarbi trained as a lawyer and
speaks six languages.

refused, he threatened to release se-
cretly filmed videos of their affair.
Mrs. Klatten instead went to the po-
lice in January 2007.

Chemicals maker
to cut jobs, pay
for U.S. workers

BY KERRY E. GRACE

Eastman Chemical Co. is reduc-
ing pay for U.S. employees by 5%
starting March 30 and trimming
200 to 300 jobs as it looks to cut
costs by another $100 million.

Eastman also lowered its full-
year capital-spending budget by
$50 million to between $300 million
and $350 million.

The job cuts, which amount to 3%
of its work force, and other cost re-
ductions come on top of $100 mil-
lion of savings the company said it
was aiming for this year.

The Tennessee-based company
expects a $30 million restructuring
charge in the current quarter.

Fertilizer maker CF rejects bid

By Douc CAMERON

A three-way takeover tussle in
the fertilizer industry turned nastier
Monday, as newly spurned suitors
said they would press ahead with hos-
tile offers.

CF Industries Holdings Inc. re-
jected a cash-and-stock approach ini-
tially valued at $3.6 billion from rival
fertilizer maker Agrium Inc., calling
the bid “grossly inadequate” and in-
tended to interfere with its own ef-
fort to acquire competitor Terra In-
dustries Inc.

But Agrium is undeterred. Chief
Executive Mike Wilson said the com-
pany was “disappointed” with the re-
jection but “fully committed to ac-
quiring CE” adding an exchange of-
fer would be launched shortly.

Terra didn’t respond to CF’s lat-
est move, but Terra has been fighting
CF’s advances, saying the earlier $2.7

billion offer wasn’t in its sharehold-
ers’ best interests.

The jockeying for position in the
industry comes as fertilizer produc-
erslook to take advantage of the drop
in sector stock prices since last sum-
mer to buy up production capacity
ahead of what they see as an inevita-
ble turnaround in commodity prices.

Prices for all three fertilizer ingre-
dients soared last year as farmers
sought to boost crop yields and take
advantage of rising prices for corn,
soybeans and wheat, only to see the
boom reverse in August.

A combined Agrium-CF would be-
come the world’s fourth-largest fertil-
izer producer, with annual sales of
about $14 billion.

Meanwhile, Deerfield, Ill.-based
CF is raising its bid for Terra and tak-
ing it directly to shareholders, offer-
ing $27.50 in stock for each Terra
share based on an exchange ratio
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ranging from 0.4129 to 0.4539 depend-
ing on its own stock price. This com-
pares with an original ratio of 0.4235.

CF alsoincreased the forecast syn-
ergies from adeal as it prepared anin-
vestor roadshow and proxy battle
ahead of Terra’s annual meeting in
May. It now projects annualized syn-
ergies of $105 million to $135 million,
compared with “over $100 million”
when the offer was first made.

Terra shares have climbed sharply
since CF made its move Jan. 15, but
have remained below the offer price
and fell 94 cents, or 3.6%, to $25.17
Monday while CF was up 1.6% at
$61.56. Agrium shares were up $1.15,
or 3.7%, at $32.58.

Agrium’s plan to acquire CF,
launched Feb. 25, was contingent on
the Terra offer being dropped. Agrium
offered about $3.6 billion for CF on Feb.
25 in what would be a cash-and-stock
deal valued at the time at $72 a share.

New York Times

in sale-leaseback
of headquarters

BY RUSSELL ADAMS

New York Times Co. said it has
raised $225 million in a sale-lease-
back of the floors it occupies in its
52-story Manhattan headquarters
building, gaining much-needed debt
relief as it tries to weather the adver-
tising slump imperiling newspaper
companies.

Under the terms of the transac-
tion, the real-estate investment
firm W.P. Carey & Co. LLC will pay
the sum for the 21 floors occupied by
the Times, which then will lease the
space back for 15 years, with an op-
tion to buy it back in 2019 for $250
million.

The deal gives the Times the
cash infusion it was seeking when it
announced its plans for a sale-lease-
back in December.

With more than $1 billion in debt
maturing in the next couple of years
and a gloomy forecast for print ad-
vertising revenue, the publisher ef-
fectively has been building a bridge
to 2011, albeit at a cost. In January, it
received a $250 million loan from
Mexican billionaire Carlos Slim, and
last month the Times Co. board
voted to suspend the quarterly divi-
dend.

GLOBAL
BUSINESS
BRIEFS

Lufthansa AG

Lufthansa flight attendants
plan to hold sporadic strikes

Deutsche Lufthansa AG cabin
staff voted Monday to go on strike to
secure higher pay and better work-
ing conditions, their union said. The
UFO union, which represents about
16,000 cabin attendants, said it
planned to hold strikes for several
hours at short notice, but not for
long periods. The union staged warn-
ing strikes over the pay issue for
two days in January, forcing the can-
cellation of more than 100 flights.
New strikes were supported by 96%
of those voting, the union said. The
union is seeking a pay raise of 6.1%
for 14 months and improved bene-
fits. The airline has offered 3.4%, ac-
cording to the union.

McDonald’s Corp.

McDonald’s Corp. said its Febru-
ary sales at restaurants open at
least a year rose 1.4%, lower than re-
cent gains as February 2008 had an
extra day because of leap year. The
fast-food chain’s U.S. outlets outper-
formed the rest of the world last
month, in contrast to past results
showing international strength.
U.S. same-store sales rose 2.8%.
Meanwhile, Europe recorded a 0.2%
decline, while the Asia-Pacific, Mid-
dle East and Africa region saw 0.7%
growth, driven by Australia and Ja-
pan. Sales in China were muted in
part because Chinese New Year fell
in January; last year, it occurred in
February. Last month’s global sales
growth would have been about four
percentage points greater, exclud-
ing the extra day for leap year.

Satyam Computer Services Ltd.

Satyam Computer Services Ltd.
said prospective bidders for a 51%
stake in the Indian software com-
pany must submit expressions of in-
terest by Thursday and show they
have available funds of at least 15 bil-
lionrupees, orabout $290million, by
March 20. Those selected will get ac-
cess to certain Satyam documents to
conduct due diligence, Satyam said.
Engineering and construction firm
Larsen & Toubro Ltd., which holds a
12% Satyam stake, and Spice Group
both said they will bid for Satyam.
Spice Chairman B.K. Modi said the
group has enough funds to be eligi-
ble. Hinduja Group and Tech Mahin-
dra said they were awaiting morein-
formation, and HCL Technologies
declined to comment.

China Vanke Co.

China Vanke Co. said its 2008
net profit fell 17% due partly to
lower sales and provisions for depre-
ciating property inventory. The
Shenzhen-based company, China’s
largest property developer by mar-
ket share, said net profit fell to 4.03
billion yuan ($589.2 million) from
4.84 billion yuan a year earlier. Reve-
nue rose 15% to 38.62 billion yuan
from a restated 33.49 billion yuan in
2007. The company, which didn’t
break out results for the fourth quar-
ter, said China’s property industry
will likely face further profit margin
pressure this year even though prop-
erty sales may begin to rebound.
Shirley Xiao, Vanke’s executive di-
rector, said the company’s average
property price cuts in 2008 were be-
tween 10% and 15%.

—Compiled from staff
and wire service reports.
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ONOTHER FRONTS

Dispatch / By Ben Worthen

VER SINCE Buck Rogers
wore a comic-book jet-
pack in 1928, enthusiasts
have predicted that the
backpack-rockets would
someday fly real people around.
That day is here for a new group
of jetpack enthusiasts. This year,
two tinkerers plan to pilot their
homemade packs in free flight. And
a Silicon Valley company that
started marketing jetpacks in 2008
has collected deposits from four pro-
spective buyers.

Bill Suitor inspired many jetpack
enthusiasts.

The question is whether any nor-
mal person would do this. Pilots fly-
ing the devices jet around with
1,300-degree (704 degrees Celsius)
steam shooting centimeters from
their legs while they worry about
landing before the pack runs out of
fuel in 30 seconds.

“When you tell someone that you
are going to build a jetpack, you get
strange looks,” says Gerard Martow-
lis, an environmental engineer in

William Suitor

Rahway, N.J., who has been building
a jetpack in his basement since the
late 1990s. Mr. Martowlis, 55 years
old, says he has spent about $50,000
on his pack, which he has tested six
times on a tether in his backyard. In
one test, he got his feet caught in the
exhaust and was thrown about 5
meters; he escaped with just a big
burn blister.

Mr. Martowlis based his jetpack
on one built in 1969 by an inventor
named Nelson Tyler, who says he
quit flying after about 70 flights be-
cause he was afraid to go more than
six meters off the ground. “If you
know too much about something, it
makes you nervous,” Mr. Tyler says.
Mr. Tyler modeled his pack on a
rocket-fueled version developed by
Bell Aerosystems in the 1960s for
the U.S. military, which concluded
that it was dangerous and impracti-
cal.

The danger and expense have
kept the ranks of jetpack pilots to
an elite few. Only 13 people are
known to have flown jetpacks with-
out a line connecting them to
Earth, jetpack enthusiasts say. The
few jetpacks in existence today
were made by people willing to in-
vest years and thousands of dollars
to build their own.

The risks are considerable. Most
jetpacks use a type of rocket propul-
sion rather than tiny jet turbines.
(A few purists insist on calling
them “rocket belts.”) The fuel is a
form of hydrogen peroxide that is
30 times as concentrated as drug-
store peroxide and costs about
$140 a gallon. The fuel spits out of
the pack’s tanks at 1,300 degrees
Fahrenheit, creating a jet of steam
that’s powerful enough to lift a man
in the air, but that also makes burns
a constant threat.

Once aloft, a jetpack pilot is pre-
occupied with getting down
quickly: A typical pack holds about
10 gallons, or 38 liters, of fuel, only

The jetpack: An idea whose time
has never come, but won’t go away

enough to fly for about half a
minute. The Federal Aviation Ad-
ministration doesn’t regulate jet-
packs. “Thirty seconds is not suffi-
cient to be considered a flight,”
says FAA spokesman Les Dorr. He
adds that it’s up to the individual to
assess the risks.

Crashes are inevitable, although
there are no reports of any jetpack
pilot being killed or even perma-
nently injured. One longtime pilot,
Eric Scott, says he has blown out
his knees four times in landing mis-
haps. Mr. Scott is a pilot for JetPack
International LLC, a Denver com-
pany that flies at events. He says he
has made about 800 flights since
1992.

Once, Mr. Scott accidentally
flipped while about 11 meters in the
air. “Rockets go a lot faster down
than they do up,” he says of the
crash that followed. Mr. Scott says
that for insurance reasons he told
the doctor he fell off of a friend’s
roof; he needed shoulder recon-
struction surgery. The misadven-
tures, however, didn’t deter him
from flying his pack across Colo-
rado’s Royal Gorge, a 457-meter
flight last November.

A tiny group of jetpack enthusi-
asts have kept the flames burning
since the military abandoned its
packs in the 1960s. Many were in-
spired by one of the original Bell
test pilots named Bill Suitor, who
flew Mr. Tyler’s pack at the opening
ceremonies of the 1984 Los Angeles
Olympics, landing amid a sea of gi-
ant balloons in front of an esti-
mated TV audience of 2.5 billion
people.

That sightis what inspired Stuart
Ross to design a jetpack and, 25
years later, plan to fly it untethered.
Like most would-be pilots, Mr. Ross
first taught himselfto fly with asteel
cableanchoredtothe ground tokeep
himself from going too high. Mr.
Ross, a commercial airline pilot for

Eric Scott

the U.K.’s Thomson Airways, says he
has made about 45 tethered flights
over the past several years and is fi-
nally ready “to say hello to the open
sky.”

“You have to be slightly eccen-
tric to do something like this,” Mr.
Ross says.

Experienced jetpack pilots say
the lure is irresistible. There’s noth-
ing like the rush of flying one of the
machines, says Mr. Suitor, the 1984
Olympics pilot. “There’s noise,
there’s heat, something is pushing
youandallyouhaveis these twohan-
dlesinyourhand,” he says. “It’s men-
tal overload.”

Mr. Suitor, a retired power-
plant worker from Youngstown,
N.Y., says he has logged more than
1,200 jetpack flights since the
1960s. The original military con-
tract for the contraption called for
apilot of draft age with no aviation
experience. Mr. Suitor, who was
the next-door neighbor of the engi-
neer in charge of the project, got
the job.

Eric Scott has injured his
knees four times in
roughly 800 jetpack
flights.

He says his first
flights were terrible
and that it took him 60
tethered attempts to
getthehang ofit. Since
then he has flown in
the James Bond movie
“Thunderball” and at
the Super Bowl.

The 64-year-old
Mr. Suitor now flies jet-
packs under contract
with  Thunderbolt
Aerosystems, a San
Jose, Calif,, start-up
that hopes to popular-
ize the packs. The com-
pany is the brainchild
of Nino Amarena, who
says his “dreamis to be
the Henry Ford of rock-
eteers.” Mr. Amarena,
who founded Thunder-
boltin 1998, also based
his design on the mili-
tary pack from the
1960s. He sells jet-
packs for $90,000, al-
though that price will
soon go up because he
hasn’t completed any sales and
needs to cover his costs. He says he
has collected deposits from a
yet-to-be opened U.S. theme park
and a handful of rich overseas buy-
ers.

Mr. Amarena insists that buyers
take a training class, which includes
practice in a jetpack simulator he
built. But he hasn’t made any unteth-
ered flights himself because, he
says, it is “dangerous.” Mr. Suitor,
the veteran pilot, agrees that the
packs can be dangerous for self-
taught pilots. “I say a prayer for
them and hope they don’t ruin it for
the guys who know what they’re do-
ing,” he says.

Still, when Mr. Suitor first test-
flew Mr. Amarena’s Thunderbolt
R2G2 jetpack in October 2007, he
didn’t tell his wife about it until
later. He says he is writing a book to
teach readers how to build and fly
their own packs. His jetpack guide,
he says, will include a warning that
the book “is not intended to encour-
age anyone to try to build one.”

‘Watchmen’ keeps U.S. movie ticket sales on a hot streak

BY LAUREN A. E. SCHUKER

In the first major movie opening
of the year in the U.S., the Warner
Bros. brooding, superhero thriller
“Watchmen” took in more than $50
million at the box office, but the
R-rated, comic-book adaptation fell
short of hitting the kind of numbers
that the studio hoped would turn it
into the next “Dark Knight.”

Still, the film’s strong perform-
ance in the midst of arecession indi-
cates that moviegoers are still flock-
ing to the multiplex during times of
economic hardship.

“Watchmen” recorded an esti-
mated $55.7 million in domestic
ticket sales since opening late Thurs-
day, according to studio figures re-
leased Sunday. That is less than the
$60 million to $70 million some ex-
pected the dystopic adventure to
takein, but itis still the fifth-highest
debut for an R-rated film, behind
megahits like “The Matrix Re-
loaded” and last summer’s “Sex and
the City.”

The film’s strong numbers come
in the wake of an especially robust
few months at movie houses. For
the fifth weekend in a row, overall

Matthew Goode, left, as Ozymandias and Jeffrey Dean Morgan as the Comedian

in Warner Bros.” ‘Watchmen.

box office was up compared with
the same period last year, according
to Media by Numbers LLC, a box-of-
fice-tracking firm based in Los Ange-
les. Boosted by the success of pop-
corn films like “Paul Blart: Mall
Cop” and “Tyler Perry’s Madea Goes
to Jail,” revenue from ticket sales so
far this year is up 16.5% compared

with a year earlier. Admissions,
which haven’t grown in recent
years, have increased by 14.8%.
The movie industry often per-
forms well during times of economic
downturn, in part because a night
out at the movies can cost less than
rival forms of entertainment such as
concerts or professional sports

<
2
£
5
Y
Kl
o
g
b
g
g
g
3
N
o
g
2
2
s
o
5
g
=

events. During the dot-combust, the
box office also saw increases while
other industries faltered. “I’ve
never seen a start to the box-office
year like this one,” says Paul Dergara-
bedian, president of Media by Num-
bers. “We’ve been carrying this mo-
mentum forward since Christmas of
last year and the ‘Watchmen’ week-
end kept it going,” he adds. “What-
everis coming outinthetheaters, au-
diences are lining up to seeit. Reces-
sion-era moviegoing is in full
swing.”

The outsize box office of recent
months led many to believe that
“Watchmen” might perform even
better than it did. “Watchmen” di-
rector Zack Snyder’s last film with
Time Warner Inc.’s Warner
Bros.—“300”—took in $70.9 million
in March two years ago and went on
to gross more than $200 million in
domestic ticket sales. That film cost
Warner Bros. and independent pro-
duction company Legendary Pic-
tures $64 million to make; the stu-
dio, along with partners Legendary
and Viacom Inc.’s Paramount Pic-
tures, invested more than $120 mil-
lion in “Watchmen.”

Like “300,” “Watchmen” fea-

tures no major movie stars, but its
unusually long running time of two
hours and 40 minutes also may have
contributed to its slightly weaker-
than-expected box-office perform-
ance, says Dan Fellman, president of
domestic distribution at Warner
Bros. “I think it’s entirely due to the
running time of the movie,” he says.
“We just didn’t have the turnover
we needed at the theaters with just
one main show a day.”
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Obama may be free trade’s best hope

Democrat with populist credentials is well positioned to fend off protectionist impulses swirling amid downturn

BY GERALD F. SEIB

Just as only a Republican presi-
dent, Richard Nixon, could open the
door to Communist China, it may be
that only a Democratic president,
Barack Obama, can save free trade
amid today’s global economic up-
heaval.

Economic strains are increasing
the temptation to wall off the Ameri-
can economy from the rest of the
world, particularly among members
of Mr. Obama’s Democratic Party.
That temptation is growing at an es-
pecially dangerous time, as slump-
ing global trade is emerging as a
force that could make today’s eco-
nomic mess much deeper and long-
lasting.

Sothe economic case for protect-
ing free trade is getting stronger,
even as it’s politically more difficult
to make that case to stressed-out
Americans. It may be that only a
Democratic president who has estab-
lished his populist credentials on
other fronts has the credibility to
make the case for open trade in a
time of crisis.

Asit happens, the Obama admin-
istration has prime opportunities
coming up to do exactly that. Fi-
nance ministers from the so-called
Group of 20 nations meet next week-
end. Mr. Obama and the heads of
other G-20 nations gather in the
first week of April.

World leaders and international
markets will be watching both gath-
erings closely, and one thing they
will be watching for are signs the
American president and his col-
leagues are prepared to resist the
protectionism impulse.

New developments in the past
couple of days are underscoring
how big the danger of a prolonged
slump in world trade is for the glo-
bal economy. On Monday Japan re-
ported that its current account—the
best measure of its trade with the
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U.S. President Barack Obama will meet with the leaders of other G-20 nations t a summit in April.

world—went into deficit in January,
the first time that has happened in
13 years. When the exporting ma-
chine known as Japan runs a trade
deficit, you know global trade is
wheezing.

Meanwhile, a new report from
the World Bank underscores the
broader threat from a combination
of slumping trade and rising protec-
tionism. Because of falling global de-
mand, the report says, world trade
volumes are likely to decline this
year for the first time since 1982,
and the overall decline figures to be
the largest in 80 years.

This falloff hits particularly hard
in developing countries—which
count on selling their products to
the more prosperous developing

world—but also goes beyond them.
As the report notes, 70% of global
trade is between advanced coun-
tries.

With trade already falling off, the
danger of protectionism making
matters worse is particularly acute.
And to some extent, the danger is be-
coming reality already. The World
Bank says that “many countries are
contemplating, or have already im-
plemented, increased protection,
which may be difficult to reverse
and will slow the recovery.” Since
the global slump began, 17 of the
G-20 countries have implemented
some kind of trade restrictions, the
World Bank says. And the pace is ac-
celerating: Actions designed to stop
alleged “dumping” of products from

abroad increased 55% in the second
half of 2008 compared with the first
half of the year.

The health of the world trading
system is of more than secondary in-
terest to the Obama administration,
of course. One of the most frustrat-
ing features of the current recession
to administration aides is that it is
so international in scope, leaving
many elements out of the control of
American policy makers and finan-
cial institutions. More than in past
economic slumps, the world’s na-
tions have slid down into recession
together, and will rise out of it to-
gether or not at all. A revival of glo-
bal trade will be key.

Yet that isn’t enough to ward off
protectionist impulses. To the con-

trary, economic fear inevitably, and
understandably, drives them higher.

One indication of that came a few
days ago, when Federal Reserve
Chairman Ben Bernanke appeared
before the House Financial Services
Committee. The panel’s chairman,
Massachusetts Democrat Barney
Frank, warned Mr. Bernanke at the
outset of the hearing that it will be
difficult to stop a rise in protection-
ist sentiment without more help for
frightened workers.

Rep. Frank noted a pattern of
“people at the top of the economic
pyramid being very critical of pro-
tectionists. We have had lectures
that we should not give in to the in-
stinct to try to favor American-
made products and American jobs.”
But, Rep. Frank argued, those argu-
ments won’t work “as long as the
American people feel that they do
not fairly participate on the whole
in the benefits of trade” and until
thereis a “broader social safety net”
to help workers wholose jobs and, al-
most as important, health benefits
to global competition.

So far, Mr. Obama has been
largely a defender of free trade, af-
ter a 2008 campaign in which some
doubted his fealty to the idea. He de-
fended the North American Free
Trade Agreement while visiting Can-
ada, and a new report from his trade
representative’s office says the ad-
ministration wants to finish a free-
trade deal with Panama “relatively
quickly.” But the report also has less
glowing things to say about the
state of long-running negotiations
for a new global free-trade agree-
ment in goods and services.

Signals matter alot at a time like
this, and the specific ones the U.S.
sends at the G-20 meetings, on both
its resolve to fight protectionism
and its willingness to help figure out
how to finance a revival of world
trade, will matter a lot more than
normal.

Former diplomat picked to lead MacArthur foundation

By MIKE SPECTOR

The John D. and Catherine T.
MacArthur Foundation, one of the
U.S.’s largest philanthropies,
tapped a career diplomat with exten-
sive international arms-negotiat-
ing experience as its new president.

Robert Gallucci, 63 years old
and dean of Georgetown Universi-
ty’s School of Foreign Service, will
become just the fourth president
to lead the foundation since its
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founding in 1978. He will start in
July and succeed Jonathan Fan-
ton, who has led the foundation
since 1999, but is nearing the end
of his term-limited tenure.

Mr. Gallucci, a former assistant
secretary of state who led efforts
to disarm Iraq after the Gulf War
and spearheaded negotiations dur-
ing the 1994 North Korean nuclear
crisis, takes the helm of a Chicago
institution beset by investment
losses similar to those suffered at
foundations across the U.S.

The MacArthur foundation
ended 2008 with about $5.2 bil-
lion in investment assets, down
about 25% from $6.9 billion a year
earlier. The foundation, best
known for its unrestricted
$500,000 “genius” grants, sig-
naled in January that it would
maintain its current annual grant-
making budget despite the eco-
nomic turbulence. Still, that’s a
shift from 2007, when the founda-
tion boosted its grant-making bud-
get by nearly 11%.

Mr. Gallucci said in an inter-
view that the foundation has “an
ethical obligation, given its val-
ues, to do whatever it can do to af-
fect those who are hurt most by

this economy.”

Recently, the foundation
launched a $68 million foreclosure-
prevention and mitigation effort
in Chicago. The foundation funds
programs in areas as varied as me-
dia, humanrights, affordable hous-
ing, urban renewal and juvenile
justice.

The foundation also has a sub-
stantial global-security program,
where Mr. Gallucci figures to bring
considerable influence. He said he
is waiting to hear from the founda-
tion’s staff and experts before
“bringing some experience to
bear” on the philanthropy’s direc-
tion on security issues.

“Obviously, I have views, partic-
ularly in the areas in which I’'ve
worked,” he said, but “I don’t
come in with preconceived no-
tions.” The foundation’s work on
weapons of mass destruction, for
instance, is under review. Mr. Gal-
lucci sounded urgency about the
threat of nuclear and biological
weapons, but said he hasn’t yet de-
termined how best to address the
issue through grantees.

A Brooklyn, N.Y., native, Mr. Gal-
lucci arrived at the State Depart-
ment in 1978 and spent several
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Robert Gallucci will run a foundation
best known for its ‘genius’ grants.

years there before becoming a dep-
uty director general for the Sinai
peacekeeping force overseeing
terms of a treaty between Egypt
and Israel.

After the Gulf War in 1991, Mr.
Gallucci led weapons inspections
in Iraq. He later negotiated the
“Agreed Framework” pact govern-

ing North Korea’s nuclear-weap-
ons program.

He sparked controversy at
Georgetown when he named Doug-
las Feith, an undersecretary of de-
fense in President George W.
Bush’s administration, to a faculty
position in 2006. Mr. Feith, a
strong supporter of Mr. Bush’s pre-
emptive strike doctrine, helped
shape policy in the Pentagon that
led to the 2003 U.S.-led invasion of
Iraq.

Faculty protested the move,
but Mr. Gallucci maintained that
the appointment fostered diverse
views on campus. Defending the
appointment, Mr. Gallucci noted
that he gave Senate testimony op-
posing an invasion of Iraq and fa-
vored closing the Guantanamo Bay
prison.

Mr. Gallucci said the hire was
“the right thing to do” but he
should have consulted faculty
more before making the decision,
a lesson he will take “in good
stead” as he leads MacArthur. “I
could have done it better,” he said,
adding that it is “critical to con-
sult, and especially with those con-
stituencies where you expect to
get the most resistance.”



