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Democrats brace for

By JANET Hook

Candidates across the U.S.
sharpened their arguments in
the final day of a long mid-
term-election campaign, as
Democrats scrambled to stem
expected losses and a top Re-
publican advanced a pointed
attack against President Ba-
rack Obama.

Republicans are positioned
for large gains in Tuesday’s
voting, likely retaking the
House and picking up seats in
the Senate, amid strong voter
frustration.

Ohio Republican Rep. John
Boehner, who is in line to be-
come speaker if his party
wins control of the House, ac-
cused Mr. Obama of describ-
ing his political opponents as
“enemies” in a recent pitch to
Latino voters.

In remarks prepared for a
campaign rally in Cincinnati
Monday night, Mr. Boehner
said: “Mr. President, there’s a
word for people who have the
audacity to speak up in de-
fense of freedom, the Consti-
tution and the values of lim-
ited government that made
our country great. We don’t
call them ‘enemies.” We call
them patriots.”

Mr. Boehner has been try-
ing to spotlight a comment
Mr. Obama made to a Span-
ish-language radio station. In
that interview, Mr. Obama
said Democrats would suffer
on election day “if Latinos sit
out the election, instead of
saying, ‘We’re going to punish
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big losses

Stanly Emond, left, and Ziqir Berisha at a Tea Party Express rally Monday in Waterbury, Conn. Polls suggested Republlcans are likely to gain a House majority.

our enemies, and we’re going
to reward our friends who
stand with us on issues that
are important to us.”

The White House had no
immediate comment.

Mr. Obama, who finished a
multistate campaign swing on
Sunday, made phone calls to
boost the morale of activists
and party organizers. The
campaign wrapped up amid

new warning signs for Demo-
crats.

With polls suggesting Re-
publicans are likely to gain a
House majority, Democrats re-
doubled efforts to keep the
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(Calls to simplify airline screening
come amid fresh safety threats

This week’s renewed global
concern over how to ferret
out dangerous air cargo comes
as rhetoric also grows heated
over another major area of
airline safety, passenger
screening.

By Daniel Michaels
in Brussels and
Keith Johnson

in Washington

Friday’s failed attempts to
place explosive devices onto
passenger and cargo jets have
added fuel to recent debates
over procedures at passenger
security points, increasing
pressure on the U.S. and Euro-
pean Union to improve and
simplify screening, industry
officials say.

At issue is the increasing

complexity and variation of
passenger-screening rules in
the U.S. and EU. British Air-
ways PLC Chairman Martin
Broughton sparked the debate
with comments early last
week criticizing apparently
arbitrary differences among
procedures. Addressing a
group of British airport opera-
tors last Tuesday, he criticized
U.S. security procedures and
singled out some security
measures, such as removing
laptops from carry-on bags, as
“redundant.”

“I was just as critical of
the UK. and the EU,” Mr.
Broughton said in an inter-
view.

Regulators say they are
trying to harmonize rules. An
early opportunity to do this
will be a planned meeting of

U.S. and EU aviation regula-
tors in Washington later this
month, say organizers.

But regulators also say dif-
ferences in national laws—and
deliberate efforts to be unpre-
dictable—mean inspections
are bound to vary from place
to place. “There are still dif-
ferences between the sys-
tems,” said Daniel Calleja-Cre-
spo, director of air transport
in the EU’s transportation
commission, who will partici-
pate in the coming talks.
“What we are seeking is secu-
rity, compatibility and to
avoid duplication.”

The U.S. and EU both set
minimum screening stan-
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Unusual turn for European business

BY PATIENCE WHEATCROFT

Europe now has
an industrial
policy. It was
unveiled at the end
of last month, in a
manner so low-key
that many industrialists may not
be aware of its existence. But it is
potentially hugely significant.

Introducing his new policy
document, Antonio Tajani, the
European Commission’s vice-
president responsible for industry
and entrepreneurship, declared:
“Europe is more than the sum of
its parts. We must raise our joint
ambitions in the area of industrial
policy, step up our actions and
strengthen European governance.
This is not business as usual.”

Just how different from usual
becomes apparent from the
commission’s commentary, which
states: “In this era of intensifying
globalization, the concept of
national sectors and industries is
obsolete.” Given the relative scale
of the EU in relation to the rest of
the world, there may be some
logic in the statement. The EU has
a population of 500 million,
compared with India’s 1.2 billion
and China’s more than 1.3 billion.

Yet following through on that
logic has huge implications. Does
it mean, for instance, that
national governments should be
content to see large tracts of
particular industries concentrated
in one country at the expense of
others? And what are the
implications for competition
policy?

Current thinking is that over-
consolidation in one country is to
be avoided since competition is
good for consumers, keeping
standards up and prices down. But
if the national view is “obsolete,”
should national competition
authorities now be forced to
consider the implications of their
judgments solely in the European
context? In which case, should
they consider themselves to be
obsolete?

Reuters

Antonio Tajani, the European Commissioner for Industry and Entrepreneurship.

Perhaps there is a need for
discretion here and what is
required is a flexible approach
that would acknowledge that
some industries need European
mass if they are to be able to
compete in the wider world. Take
something very specialist such as
Isotope Ratio Mass Spectrometry
instruments. In 2007, the U.K.’s
Competition Commission decided
that it was not in the public
interest for two of the largest
suppliers of these specialist
instruments to combine because
their customers in university
research departments and the
nuclear industry would see a
substantial lessening of
competition.

Largely unmentioned is
the cost of the employment
legislation that is such a
hindrance.

But imagine that the U.K. had
two of these highly specialist
manufacturers, each relatively
small businesses with ambitions
to conquer the world. If they
argued that by combining, they
would create a European
champion—better placed to break
into the U.S. market and,
potentially, India and China—
ought the U.K. authorities to take
the view that the market in highly

specialist laboratory equipment is
a world market and national
competition considerations have
to be thrown aside?

The commission dodges this
issue. Its “Integrated Industrial
Policy for the Globalisation Era” is
vague in its section on
competition policy. It states that
“By enhancing innovation and
productivity, competition policy is
an efficient instrument for
European firms to tackle emerging
global competitiveness issues,
including their position in
international markets.” National
regulators, however, think
national, not European.

Coming up with a strategy for
European industry is no easy task,
given the differing performances
of the 27 member states. Although
Germany is powering ahead and
Monday brought surprisingly
bullish news on U.K.
manufacturing, overall, according
to the commission, industrial
production levels remain more
than 10% below the levels of
before the financial crisis.

Hence Mr. Tajani has come up
with 10 key actions that he
intends should improve Europe’s
industrial competitiveness. A call
for “better regulation” at both the
national and the European level
will resonate with businesspeople
throughout the region. Rigorous
impact assessments of regulation
and a determination to “reduce
the administrative burden” on
business could only help business.

Yet largely unmentioned in the
document is the cost of the
employment legislation that is
such a hindrance to
competitiveness.

Lord Young of Graffham, who
has just been appointed by Prime
Minister David Cameron as the
U.K.’s new small business
champion, is thought to be
enthusiastic about reducing some
of the employment legislation
which makes it difficult, and
costly, for firms to part with staff.
Other European countries have
even more restrictive legislation
than the U.K. in this area.

The new policy makes much of
the need to improve access to
finance for business, saying it
remains “a major challenge,
especially for SMEs.” Yet on
Tuesday Lloyds, the British
banking group, is likely to make
the point that it is a lack of
demand rather than a failure of
supply which is keeping bank
lending down. Its own net lending
to SMEs has increased in the third
quarter but applications for loans
remain 25% lower from two years
ago, while agreed lines of credit
are only being utilized to the
extent of about 60% of the
available finance.

Mr. Tajani has high hopes of
his industrial policy. He
proclaimed that “Industry is at
the heart of Europe and
indispensable for finding solutions
to the challenges of our society.”
Certainly job creation is pivotal in
dealing with one of the biggest
challenges society faces,
unemployment. And some of his
programs should have positive
effect, most notably going for
better regulation, although most
businesses would happily settle
for just less regulation.

But it is the cost of employing
people that remains a weight on
competitiveness. Mr. Tajani, a
former spokesman for Italian
Prime Minister Silvio Berlusconi,
has a long way to go to come up
with a route that would really
bolster EU industry. However, he
may have started an interesting
new debate on the shape of
competition policy in the region.
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Russia, Japan row grows over islands

Moscow reacted angrily to criti-
cism from Tokyo of President
Dmitry Medvedev’s visit Monday to
disputed islands in the Far East,
threatening to create another for-
eign-policy flashpoint for the em-
battled Japanese government.

By Yuka Hayashi in Tokyo
and Gregory L. White in
Moscow

Russia and Japan exchanged an-
gry statements and summoned each
other’s ambassadors for protests af-
ter Mr. Medvedev became the first
Russian or Soviet leader to visit the
small islands, known in Russia as
the Southern Kurils and in Japan as
the Northern Territories. Soviet
troops occupied them at the end of
World War II, but Japan still claims
them and the dispute has poisoned
relations between Tokyo and Mos-
cow for decades.

Monday’s visit by Mr. Medvedev
fueled the long-simmering tensions,
prompting complaints from Prime
Minister Naoto Kan and Foreign
Minister Seiji Maehara. Japanese
news agencies said the government
was considering possible retaliatory
steps, such as withdrawing its am-
bassador from Moscow.

Russian officials fired back. Call-
ing Tokyo’s reaction “unacceptable,”
Foreign Minister Sergei Lavrov said,
“This is Russian land and the Rus-
sian president is visiting Russian
territory.”

It wasn’t clear how far both
sides would allow the dispute to es-

European Pressphoto Agency
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Russian President Dmitry Medvedev walks near a Soviet-era fortification during his visit to Kunashir, one of the Kuril
islands, Monday. Mr. Medvedev is the first Russian or Soviet leader to visit the islands.

calate, however. Officials and ana-
lysts said Mr. Medvedev appeared to
be responding to what Moscow
viewed as a hardening in recent
months of Japan’s rhetoric on the
territorial dispute.

After Japanese officials publicly
warned against a planned visit in
September, the Kremlin leader had
no choice but to go, because Russia
views the islands as its territory, of-
ficials and analysts said. The Sep-

tember visit was canceled because
of bad weather.

“You can’t break us over your
knee and our position won’t be
changed by pressure,” Mikhail Mar-
gelov, chairman of the International
Affairs Committee in the upper
house of parliament told the Inter-
fax News Agency Monday.

But Fyodor Lukyanov, a foreign-
policy analyst in Moscow, noted that
the Kremlin avoided the more pro-

vocative option of stopping at the
islands later this month on the way
to a summit of Asian powers in
Yokohama. “That would have been a
slap in the face,” he said.

Tokyo, too, has reasons to keep
the current conflict from escalating,
analysts said. Mr. Kan’s government
is already facing criticism at home
for its handling of a dispute with
Beijing following a ship collision in
the disputed waters in the East

Islands hopping

The disputed Kuril Islands have
shifted back and forth between
Russian and Japanese control for
over a century.

M 1600-1700s Russian explorers
claim islands as Tsarist empire
expands eastward; Japanese
explore islands from the south.

M 1811 Japanese capture Russian
naval officers on Kunashir.

M 1855 Treaty sets border between
Iturup and Urup.

M 1875 Russia cedes Kurils to
Japan (in return for Japan giving up
claim to Sakhalin).

W 1945 Soviet troops occupy Kurils
to just north of Hokkaido.

China Sea in early September. After
the government freed a Chinese sea
captain without indicting him, many
in Japan have criticized Mr. Kan,
saying he capitulated under Beijing’s
pressure.

A poll published Monday by the
Nihon Keizai Shimbun economic
daily showed the approval rating for
Mr. Kan’s cabinet plunged to 40% in
late October from 71% in September
soon after the prime minister de-
fended his position as the head of
the ruling Democratic Party of Ja-
pan in an internal party election and
shuffled his cabinet.

Coherent airline screening

Continued from first page
dards, such as requiring passengers
to remove laptop computers from
their bags and forbidding liquids in
carry-on bags. But in some cases,
countries and airports exceed these
standards, which contributes to the
sense of randomness.

Britain and the Netherlands, for
example, at some airports have de-
ployed body-imaging scanners,
which are still experimental inspec-
tion techniques. Since the EU hasn’t
approved them to replace existing
methods, the body scanners are an
additional step in screening. The
U.S. Transport Security Administra-
tion has also installed body scanners
at some airports.

The U.K. also recently ran an 18-
month test of next-generation scan-
ners that can examine a computer
inside hand baggage. Screeners told
passengers not to remove laptops,
which pleased some and confused
others. The test, at London’s Heath-
row Airport and Glasgow Airport,
ended in February 2009.

One of the biggest differences
across the Atlantic is that the U.S.
demands large amounts of data
about passengers before they are al-
lowed to fly into the country. This
information isn’t required for out-
bound or domestic flights, a differ-
entiation that has irked foreign visi-
tors to the U.S., including BA
chairman Mr. Broughton, who criti-
cized the system.

Mr. Broughton’s comments drew
a rebuke from the TSA, which said
its officials confer regularly with EU
counterparts. TSA officials said the
data help reduce reliance on time-
consuming inspections at airports.

“Off-the-cuff comments by one in-
dividual in no way reflect the close
working relationship between the

U.S. and the UK. and are not indica-
tive of the cooperative security ef-
forts enjoyed by our two nations,”
said TSA spokesman Nick Kimball.
“These comments are not in touch
with current intelligence-driven se-
curity policies.”

U.S. and European regulators say
they are working to streamline air-
port security. EU Transport Commis-
sioner Siim Kallas in September vis-
ited Washington for talks, and
improving aviation security proce-
dures was a central topic, Mr. Calleja
said. Soon after, the U.S. and EU
jointly sponsored a measure adopted
by the United Nations’ aviation arm,
the International Civil Aviation Or-
ganization, to improve global-secu-
rity cooperation.

Securing international coopera-
tion on aviation security has been a
priority this year for Janet Napoli-
tano, secretary of Homeland Secu-
rity, which oversees the TSA.

The coming U.S.-EU meeting in
Washington is part of a series of
gatherings, organized under a 2007
aviation treaty between the two,
that regularly touch on security, of-
ficials say. One issue already slated
for discussion is a plan to begin
“one-stop security” in April. That
would allow passengers flying across
the Atlantic to change planes with-
out being screened again before
boarding connecting flights.

Friction between the U.S. and Eu-
rope over security dates back to the
Sept. 11, 2001, terrorist attacks,
which prompted different security
measures. Both the U.S. and EU have
added layers of passenger and bag-
gage screening and information-
gathering, but have rarely removed
new measures. That results in cum-
bersome procedures for many pas-
sengers.
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U.K., France to sign treaties

By ALISTAIR MACDONALD
AnDp WiLLIAM HOROBIN

The U.K. and France will sign de-
fense treaties on Tuesday bringing
greater cooperation between Eu-
rope’s two biggest military powers
in areas ranging from nuclear test-
ing to the potential deployment of a
joint expeditionary force, officials
from both countries said.

The two treaties will bring the
two militaries closer as both coun-
tries look to save costs and bolster
their position as top-tier forces after
decades of shrinkage.

“This is unprecedented between
France and U.K., but also compared
to our links with other partners,” a
French official said.

The U.K. and France together ac-
count for half of defense spending in
the European Union and two-thirds
of defense research and develop-
ment in the region. But since the
Cold War, both countries have seen
their relative defense spending
shrink, a process that in Britain has
accelerated in the last decade. Last
month, Britain’s coalition govern-
ment announced cuts of 8% in its
military budget over five years.

The U.S. worries that Europe’s
declining defense spending will hit
the capability of the North Atlantic
Treaty Organization. The U.S. be-
lieves cooperation is a good thing
and won’t undermine its close mili-
tary relationship with the U.K., Brit-
ish and U.S. military officials said.

“There could be times in the
years to come..when a combined
Franco-British capability can help, in
a pre-emptive way, with stabiliza-
tion ops, conflict prevention, conflict
containment,” said Sir Nicholas
Houghton, the UK.’s vice chief of de-
fense staff, at a briefing in Washing-
ton.

On Tuesday, the two countries
will announce that, for 50 years be-
ginning in 2015, they will share re-
sources on the testing of nuclear
warheads. The U.K. will use a French
facility to test its nuclear capability
and a U.K. site will be used for the
building of testing technology. Both

Reuters

French President Nicolas Sarkozy, left, talks to U.K. Prime Minister David Cameron, right, in Brussels on Friday.

countries say they will maintain sep-
arate nuclear deterrents and have
complete autonomy over their tests.

The sharing will lead at first to
costs in “the region of several hun-
dred millions of euros,” but result in
significant savings later, both sides
said.

The two countries will train a
combined expeditionary force that
could be used in roles from the evac-
uation of civilians from hostile envi-
ronments and eventually deploy-
ment on NATO or bilateral
operations. This will not be a stand-
ing force with headquarters and
leadership will be decided at the
time of a deployment.

The two sides will look to share
access to each other’s aircraft carri-
ers. The U.K. will have access to the
French carrier Charles de Gaulle be-
cause the recent British defense cuts

will leave it with no carrier-strike
capability for around 10 years.

The prospect of so-called carrier
sharing has already raised criticisms
that could bedevil other aspects of
Tuesday’s deal. Analysts ask how the
two countries can share carriers
when they are designed for their
own aircraft, and won’t have, for in-
stance, stocks of parts for each oth-
ers’ planes.

“Shared capabilities makes sense
for both, but how far you can share
things like carriers is uncertain,”
said Andrew Dorman, a senior lec-
turer in defense studies at King’s
College London. Mr. Dorman asks,
for instance, if the French would al-
low the U.K. to sail their carrier to
the South Atlantic if the Falkland Is-
lands were threatened.

Other areas for cooperation will
include training and support for the

A400M military transport aircraft,
military satellite communications
and the UK. offering France its
spare air-refueling capacity and de-
veloping drone technology. Further
down the line, the two will cooper-
ate in developing “complex weap-
ons” such as missiles and on coun-
terterrorism and cybersecurity.

Both sides say further coopera-
tion is possible, though French offi-
cials seemed more enthusiastic
about the idea on Monday. “This list
isn’t the end of the story; it’s only a
beginning,” said one.

Mr. Cameron told Parliament on
Monday that the treaties won’t in-
fringe on sovereignty in the UK.,
which has been a less enthusiastic
advocate of closer cooperation than
France.

—Julian E. Barnes in Washington
contributed to this article.

U.K. cuts’ impact seen understated

By ILONA BILLINGTON

LONDON—The U.K. private sec-
tor will need to create about 1.6 mil-
lion jobs over the next five years to
keep the economy running at the
current pace, the Chartered Insti-
tute of Personnel and Development
said Tuesday.

The CIPD estimates that is the
number of jobs that will be lost as a
result of government spending cuts
and an impending sales-tax in-
crease.

“The full impact of the coalition
government’s planned fiscal tighten-
ing has been understated,” said
John Philpott, chief economic ad-
viser at the CIPD.

The U.K. Office for Budget Re-
sponsibility estimates the govern-
ment’s deficit-reduction drive will
cost the country 490,000 public-sec-
tor jobs over the next five years.

The CIPD says the toll is likely to
be closer to 700,000 jobs. The sur-
vey suggests the private sector
could shed as many as 900,000 jobs,
taking into account the impact of
the sales-tax increase.

The standard rate of value-added
tax is set to rise to 20% in January

from 17.5% currently.

The institute calculates that the
private sector is capable of adding
300,000 jobs a year by 2015-16, pro-
vided the economy continues to
grow at a healthy clip of around
2.5% per year.

“But given the headwinds facing
both the global and U.K. economy,
this looks like a tall order, especially
prior to 2013, and consequently un-
employment is likely to rise
throughout 2011 and much of 2012,”
Mr. Philpott said.

There are some signs that busi-
nesses are hiring more workers. A
monthly survey of purchasing man-
agers in the manufacturing sector
found that in October, employment
rose at the fastest pace in four
months.

“The rate of job creation picked
up sharply in October,” the Char-
tered Institute of Purchasing and
Supply said.

The survey showed that growth
in the manufacturing sector acceler-
ated in October for the first time
since March, boosted by a sharp in-
crease in export orders. The pur-
chasing managers index for the
manufacturing sector rose to 54.9 in

Surprise jump
U.K. purchasing managers index
for the manufacturing sector
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October from 53.5 in September.

“Exports are very much the en-
gine of growth within manufactur-
ing at the moment,” said David No-
ble, chief executive officer at the
Chartered Institute of Purchasing
and Supply.

“Whilst it is very positive to see

the sector expanding strongly again,
it’s difficult to predict the impact of
fluctuations in export markets, so
the recovery may continue to be
bumpy. What is clear is that manu-
facturing looks set to drive further
GDP growth in the fourth quarter,”
he said.

The data come hot on the heels
of more upbeat data last week. Offi-
cial Office of National Statistics in-
dexes reported third-quarter U.K.
gross domestic product rose a
stronger-than-expected 0.8% on the
quarter, while the first look at retail
sales data from the Confederation of
British Industry reported a further
strong showing in October.

“This report confirms that the
improving picture painted by last
week’s good GDP data has continued
into the final quarter of the year,”
said James Knightley, U.K. econo-
mist for ING Bank.

“Nonetheless, with the pain yet
to bite from government spending
cuts, we remain cautious and see
growth slowing through 2011. As a
result, we still see the possibility of
further stimulus from the Bank of
England in the form of additional
quantitative easing next year.”

PKK

denies role
in attack
in Istanbul

By MARC CHAMPION
AND AYLA ALBAYRAK

A group representing the Kurd-
ish Workers Party on Monday de-
nied responsibility for a weekend
suicide-bomb attack in Istanbul that
wounded 32 people, and said it was
extending a unilateral cease-fire un-
til the middle of next year.

Turkish media had fingered the
Kurdish Workers Party, or PKK, as a
prime suspect in Sunday’s bombing,
in which the suspected suicide at-
tacker tried to board a police bus in
Istanbul’s busy Taksim Square and
blew himself up next to it when he
failed. Fifteen of the wounded were
policemen.

But on Monday, the Union of
Communities in Kurdistan, a group
that shares a common leader with
the PKK and often speaks on its be-
half, sought to distance itself from
the attack, which took place earlier
on the day the PKK’s four-month
unilateral cease-fire had been due to
expire.

“On a day when our movement
was preparing an historic step to
extend our cease-fire decision for
peace and a democratic solution, it
is impossible for us to have con-
ducted this kind of an action,” the
statement said.

The PKK in recent years has
backed away from demanding a sep-
arate Kurdish state, focusing instead
of obtaining political autonomy and
language rights for Turkey’s ethnic
Kurds. Turkey, the U.S. and the Eu-
ropean Union list the PKK as a ter-
rorist organization.

State newswire Anadolu Ajansi
said Monday that police had deter-
mined Sunday’s bomb was made
from a plastic explosive of Austrian
origin that in the past has been
used by two radical leftist terror
groups in Turkey, as well as by the
PKK. Interior Minister Besir Atalay
told reporters it was too early to
draw conclusions about who carried
out the bombing.

The statement from the Union of
Communities in Kurdistan accused
Turkey’s government of failing to
endorse a democratic solution that
would satisfy the country’s large
ethnic Kurdish minority and end the
conflict with the PKK. But it said
“the movement” would extend its
cease-fire until Turkey’s elections,
set for June next year.

The statement set out five de-
mands Turkey’s government should
fulfill in order to stop the conflict:
end military operations against the
PKK; release arrested Kurdish politi-
cians; open the way for Abdullah
Ocalan, the PKK leader jailed on an
island outside Istanbul, to take part
in peace negotiations; establish con-
stitutional and truth commissions;
and lower the threshold for political
parties to enter parliament from the
current 10% of votes cast.

So far, the government has
shown little sign of meeting those
demands. On Monday, Prime Minis-
ter Recep Tayyip Erdogan repeated
his government’s complaint that
some European countries aid the
PKK by giving members safe harbor.

The PKK has been waging a war
in Turkey since 1984, with an esti-
mated 40,000 people dying as a re-
sult of the conflict on both sides.
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President Barack Obama, in Chicago on Saturday, sharpened his rhetoric against Republicans during the midterm campaign.

Obama toughens his tone
as fight for votes wraps up

By LAURA MECKLER

CLEVELAND—President Barack
Obama closed out his 2010 campaign
season here Sunday with a mocking
rebuke of Republicans, in stark con-
trast to the lofty, hopeful rhetoric
that marked his 2008 campaign.

With Democrats facing poten-
tially big losses on Election Day
Tuesday, Mr. Obama has projected a
rougher tone than he did two years
ago. The bad economy? Blame Re-
publicans, he said. Bipartisanship to
solve problems? No, the president
said, the GOP has no interest.

Bits of the 2008 spirit were still in
evidence in a weekend of campaign-
ing, but Mr. Obama’s calls for change
now came with caveats. He still ex-
horted, “yes we can!” but added that
change will take some time.

Democrats say the shift in mes-
sage is to be expected given the
changed circumstances. Mr. Obama
is no longer the outsider looking in,
but an incumbent president deep in
all things Washington. Also, Demo-
crats have worked to make this elec-
tion a choice between the parties,
not a referendum on Mr. Obama, so
talking about the GOP’s weaknesses
is key to that strategy.

“You have to get down right
where the voters are and you've got
to answer” Republican attacks, said

Sen. Dick Durbin (D., Ill.), who is
close with Mr. Obama. “We’re learn-
ing that the hard way. We have not
been as forceful as we should have
been.”

In Cleveland, Mr. Obama said Re-
publicans didn’t want voters to re-
member that he had inherited a bad
economy. “Their basic political strat-
egy has been to count on you having
amnesia,” he told about 8,000 peo-
ple at Cleveland State University’s
Wolstein Center.

This was the president’s fourth
trip to Ohio in support of Demo-
cratic Gov. Ted Strickland, who faces
a tight race with Republican John
Kasich. Vice President Joe Biden
joined the president, making his
sixth visit to Ohio to campaign for
Mr. Strickland, as the White House
put on a strong effort to keep the
state in Democratic hands.

Republicans responded that the
visit only reminded Ohioans about
Democratic stewardship of the econ-
omy. “They are very, very concerned
about the fact that the unemploy-
ment rate is the highest it’s been in
the country, and Ohio has been one
of the worst-hit states, frankly, with
little chance of improving,” said Sen.
George Voinovich (R., Ohio).

In his speeches, Mr. Obama
works hard to rekindle the energy
that seemed to envelop his 2008

campaign. He says the forecasters
have it wrong now, just as some did
two years ago. He calls on voters to
“finish what we started in 2008.”
But almost gone is the man who
asked Americans to rise above parti-
sanship to unite the nation. Now he
speaks of Republicans as obstruc-
tionists who sat on the sidelines
during the country’s toughest times.

Off the stump, his language can
be just as tough. In an interview
with Univision, the Spanish-lan-
guage network, he urged Latinos to
look at the election this way: “We’re
going to punish our enemies and
we’re gonna reward our friends.”

To be sure, in 2008 Mr. Obama
was tough on his Republican oppo-
nent, Sen. John McCain, and on then-
President George W. Bush. He said
Mr. Bush had failed and that Mr. Mc-
Cain would represent more of the
same. But two years ago, Mr. Obama’s
criticism was directed specifically at
those two men, not the Republican
Party writ large, and was mixed with
a high-minded call for unity.

At times he speaks of the need
for the parties to work together.
That message was part of what drew
independent voters to Mr. Obama in
2008, and many of them have aban-
doned Democrats this year. To win
re-election in 2012, strategists say,
he’ll need them back.

Quayle’s son is in tough race

By TAMARA AupI

Republican candidate Ben Quayle
is running for Congress in a Repub-
lican district, in a Republican state,
with the benefit of his party’s mo-
mentum and a famous name.

But instead of sailing to victory
over his Democratic rival, Mr.
Quayle, a 33-year-old House candi-
date from Arizona’s Third Congres-
sional District and son of former
Vice President Dan Quayle, is facing
a turbulent election day. A poll re-
leased in late October by Daily Kos,

a liberal political website, showed
Democrat Jon Hulburd leading Mr.
Quayle 46% to 44%. Mr. Quayle’s
camp has played down the poll but
acknowledged a tough race.

Mr. Quayle’s troubles began well
before the general election. During
a brutal ten-way Republican primary
race, Mr. Quayle’s association in
2007 with a raunchy website cata-
loging Scottsdale nightlife emerged.
According to the website’s founder,
Mr. Quayle wrote for the site. Mr.
Quayle has said he only posted sa-
tirical comments there.

Mr. Quayle won the primary with
23% of the vote, beating his nearest
rival by five points, but the damage
was done. Republicans never fully
coalesced behind him after the divi-
sive primary. A GOP loss would be a
substantial upset for the party in an
election season that has been
stormy for Democrats nationwide.

Mr. Quayle’s campaign spokes-
man noted early voting data as of
Friday showed more registered Re-
publicans than Democrats had cast
ballots in Maricopa County, which
includes the Third District.

Reagan’s rebound offers
a template for Democrats

By GERALD F. SEIB

As they lick
their wounds
' during what
figures to be a
tough election

g & night Tuesday,
Democrats might want to reflect
on the 1982 experience of
President Ronald Reagan and take
away some lessons from it.

In particular, they might want
to reflect on the political virtues
of economic growth.

Mr. Reagan entered Election
Day in 1982, the first midterm of
his presidency, overseeing an
unemployment rate even higher
than it is today (10.4% then,
compared with 9.6% now). His
approval rating in the Gallup
survey was even lower than
President Barack Obama’s is today
(42% for Mr. Reagan, 44% for Mr.
Obama). And his party ultimately
lost the overall national vote in
House races by a whopping 12
percentage points, even worse
than Democrats are expected to do
this year.

Mr. Reagan’s Republicans didn’t
lose control of the House that
year, because they didn’t have
control in the first place. The fact
that they lost only 26 seats (as
opposed to the 50 or so
Democrats may lose this year) was
in part a fluke of history and
redistricting. Congressional
districts weren’t drawn then to
produce seat counts that tracked
the overall vote as closely as they
are now, and more of the marginal
districts were held by Democrats
rather than by the more
vulnerable Republicans.

Despite that midterm hit, Mr.
Reagan survived and thrived. He
went on to win a smashing re-
election in 1984, survived the Iran-
Contra scandal in his second term
and closed out his presidency on a
wave of popularity that allowed
him to help turn the White House
over to his vice president, George
H.W. Bush.

How did he do it? Simply put,
he convinced Americans that his
party was the party of economic
growth, and then put the numbers
on the board to prove it.

In that dark year of 1982, the
economy shrank by 1.9%. By the
presidential-re-election year of
1984, it had undergone a
remarkable turnaround and was
growing at a rate of 7.2%. The
unemployment rate had dropped
to 74%—still a painfully high rate,
but one that seemed more
tolerable because the underlying
economic growth fostered a belief
that it would continue heading
downward.

By 1984, the darkness of the
1982 economy had turned into the
“Morning in America” theme on
which Mr. Reagan ran for re-
election.

Some Democrats think that, in
a similar way, political recovery
for their party requires an intense
focus on economic growth.

“My view is that when you
have an election like this, even
when Democrats manage to
squeeze by, you have to really take
stock of yourself and question

Associated Press

Economic growth helped President
Ronald Reagan bounce back from the
GOP’s 1982 midterm losses.

your long-term relevance if you
don’t change,” says Jim Kessler,
vice president for policy at Third
Way, a think tank that advances
the ideas of moderate Democrats.
“Democrats have to transition
from being an economic-security
party to an economic-growth
party.”

Mr. Kessler argues that “the
80-year mission to fashion a
strong safety net is basically over
with the passage of health care,
and a new mission must take its
place. And that mission has to be
growth.”

Indeed, history may tell us that
the Democrats’ slide in this cycle
began with the fateful decision to
pursue a health-care overhaul in
2009 rather than to invest
political capital on more steps to
stimulate the economy.

It’s easy to see why that
happened; health care is a time-
honored priority for Democrats.
They enjoyed majorities in
Congress that made a big
expansion of health coverage
possible for the first time in
decades, and the 2008 campaign
put health atop the party’s to-do
list. Still, the decision took the
focus off economic growth while
also opening up Democrats to the
charge they were pumping up the
size of government at the wrong
time.

As that suggests, the
political/economic problem Mr.
Obama faces now is the opposite
of the one Mr. Reagan faced then.
Even as he pushed policies for
economic growth, Mr. Reagan was
accused of ignoring the social
safety net (“shredding the social
safety net” was the popular
phrase at the time). As Mr. Obama
pushed policies to strengthen the
safety net (above all that health
bill), he’s been accused of ignoring
the imperative of economic
growth.

A Democratic growth agenda
will require devising a new
strategy to stimulate the economy.
Consumers remain hunkered
down, and the Federal Reserve is
nearly tapped out in providing
monetary stimulus, so it can’t
replicate the sharp cuts in interest
rates that gave the economy a big
lift in the 1980s. As a result, much
will depend on loosening up
business spending, meaning the
president needs to foster an
increase in business leaders’
confidence in Washington.

Those tasks are difficult. But
Ronald Reagan showed that the
rewards can be great.
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Republicans ready to reap big gains

By PETER WALLSTEN
AND DANNY YADRON

Republicans are positioned for
large gains Tuesday, likely retaking
the House and picking up seats in
the Senate, amid strong voter frus-
tration with President Barack
Obama and the Democratic-run Con-
gress, according to a new Wall
Street Journal/NBC News poll.

Republicans held a six-point
edge, 49% to 43%, when likely vot-
ers were asked which party they
hoped would be in charge.

Nearly half of voters who fa-
vored GOP control of Congress said
their feelings reflected a vote of
protest against the Democrats—an
unusually high proportion that poll-
sters said reflected deep frustration
among many voters.

Mr. Obama ended a pre-election
campaign swing Sunday in Cleve-
land with a call for Democrats to
vote Tuesday. But the poll results
suggest he is turning off many
swing voters—the same voters who
are expected to decide close races.

A majority of likely voters in the
survey, 52%, disapproved of Mr.
Obama’s job performance, while
one-third of independents approved.

“The Democrats are about to feel
the full force of a tidal wave, tsu-
nami or a 7.0 earthquake,” said
Democratic pollster Peter Hart, who
co-directs the survey with Republi-
can pollster Bill McInturff.

Mr. McInturff said the poll re-
sults were a “grim set of data that
projects a larger election for Repub-

Findings from the latest WSJ/NBC News Poll

Congress

Preference for control of
Congress among likely voters:

Democratic
control

Republican
control

Not
sure

President

Change needed in direction
the president is leading:

Just some/
not that much

No change/
not sure

A great deal/
quite a bit

Clinton Obama

1994 2010

*Up to two answers accepted

licans than 1994.”

That year, the GOP swept into
power with a net gain of 54 House
seats. This year, Republicans need a
net gain of 39 seats to win the
House.

Mr. Obama sought this weekend
to counter the Republicans’ appar-
ent advantage. The president
stopped in Connecticut, Philadelphia
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and Chicago on Saturday and spoke
Sunday in Ohio, where Democratic
Gov. Ted Strickland is fighting for
re-election and five Democratic
House seats are in play.

Republican leaders generally
continued to predict a GOP takeover
of the House.

In the Senate, the GOP is ex-
pected to make gains. But the non-

T

3% | 2%

Source: WSJ/NBC News telephone poll of 1,000 registered voters; margin of error: +/-3.1 pct. pts.

partisan Cook Political Report con-
cluded Sunday the party’s chances
of retaking the chamber were “non-
existent.”

The newsletter predicted a Re-
publican gain of six to eight seats,
which would give the GOP 47 to 49
seats in the 100-member Senate.

In a last-minute twist, Republi-
cans expressed concern Sunday

about the possibility that a little-
known Democratic Senate candidate
in Alaska, Sitka Mayor Scott McAd-
ams, could slip past a fading tea
party-backed Republican, Joe Miller.
The incumbent, Republican Sen. Lisa
Murkowski, is waging a write-in
campaign after losing the primary.

Sen. John Cornyn of Texas,
chairman of the GOP’s Senate cam-
paign committee, said Republicans
would “make a lot of headway”
Tuesday but predicted his party
would not contend for the majority
until 2012.

Despite voter concerns about
government spending, the Demo-
crats’ national committee aired a
new ad featuring Mr. Obama that
warned of record cuts in education
if Republicans take control of Con-
gress.

The new Journal poll found the
economy is a major factor motivat-
ing voters.

The survey showed a clear ma-
jority of Americans “very dissatis-
fied” with the U.S. economy. Of that
group, 63% said they would vote Re-
publican for Congress on Tuesday,
compared to 30% who planned to
back a Democrat.

The survey suggested rising en-
thusiasm among some core Demo-
crats, narrowing the “enthusiasm
gap” with the GOP. But the gap is
still substantial, with 70% of Repub-
licans describing themselves as in-
tensely interested in the election
compared to 58% of Democrats.

—John D. McKinnon
contributed to this article.

New orders, exports
lift manufacturing

By SARA MURRAY

U.S. manufacturing picked up
steam last month, aided by rising
exports and a surge in new orders
that suggests the factory sector will
continue to bolster growth through
the rest of this year—even as Amer-
ican voters remain largely disap-
pointed with the economy’s slow re-
bound and consumers have reined
in spending.

The Institute for Supply Manage-
ment’s index of overall manufactur-
ing activity, based on surveys of
purchasing managers, rose to 56.9
in October from 54.4 the month be-
fore. Any number over 50 points to
expansion.

The latest reading marks the
15th month in a row the index has
pointed toward growth and comes
as the Federal Reserve is poised to
announce this week a new round of
bond-buying to lower long-term in-
terest rates in the hopes of speeding
growth in the broader economy.

Another report released Monday
showed consumer spending rose
only slightly ahead of the holiday
season. Personal incomes declined,
as payrolls fell for government
workers and those at goods-produc-
ing companies.

The manufacturing report
showed production ramping up in a
wide range of industries, including
machinery and apparel. A subindex
in the report that tracks exports
climbed to 60.5 last month from
54.5 in September, partly helped by
the weak U.S. dollar. Imports de-
clined by five points to 51.5. The

employment index ticked up.

Demand is booming at Bremen
Castings Inc., a foundry and ma-
chining company in Bremen, Ind.
Sales are up 49% so far this year
and the manufacturer has been add-
ing employees, said James L. Brown,
the company’s president. Bremen
also has spent some $4.2 million
this year to beef up facilities and
equipment. Still, Mr. Brown is trying
to balance aggressive moves with
caution because it isn’t clear how
long the demand will last, he said.

Price pressures popped up in raw
materials last month, and some
companies with heavy ties to com-
modities are feeling the pinch. Coo-
per Tire & Rubber Co. said Monday
that its earnings fell despite stron-
ger demand because of rising raw-
material costs. The company’s third
quarter earnings fell 4.8% even as
sales were up 10%.

For demand to continue rising,
the economy needs to add jobs so
Americans can keep spending. Con-
sumer spending rose just 0.2% in
September, the Commerce Depart-
ment said Monday.

The lackluster spending is tied to
tight budgets. With the unemploy-
ment rate at 9.6% and high jobless-
ness expected for a while Americans
are uneasy. And many families are
increasingly reliant on government
benefits to get by.

“It was a little disappointing,”
John Ryding, an RDQ Economics an-
alyst said of the report. “It really
speaks to the need to get jobs going
to start putting more income into
household pockets.”
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Tribal ties cloud Yemen fight

By MARGARET COKER

SAN’A, Yemen—The government
of President Ali Abdullah Saleh has
ordered 3,000 more troops, includ-
ing members from two of its U.S.-
trained counterterrorism units, to
southern strongholds of the al
Qaeda affiliate suspected in last
week’s foiled package-bomb plot, ac-
cording to a Yemeni security offi-
cial.

The military campaign, nearly a
year old, has garnered few clear vic-
tories against the group, al Qaeda in
the Arabian Peninsula, or AQAP.
While the bomb plot renews the
pressure on Mr. Saleh to show prog-
ress, his government faces a major
hurdle: Tribal disputes inflamed by
the U.S.-backed counterterrorism
campaign have drawn much-needed
local tribal allies away from aiding
the government.

That blurring of allegiances is
also undermining the already weak
hold Mr. Saleh has over the country,
Yemeni officials and analysts say.

“We always told the Americans
that it’s hard to gauge loyalty
among the tribes,” said an adviser
to Mr. Saleh. “In Yemen, the tribe
comes first, and once tribal blood
starts to spill, the bloodshed is hard
to stop.”

U.S. and United Arab Emirates
officials have said the sophisticated
nature of the package bombs—one
discovered at an airport in England
and one in Dubai—is a hallmark of
AQAP, though the group hasn’t
claimed or denied responsibility for
sending the bombs.

U.S. officials say the U.S. is now
considering expanded military op-
tions that would allow teams under
the Central Intelligence Agency to
strike suspected terrorist targets in
Yemen. The White House is also
considering adding armed CIA
drones to its arsenal.

Complicating any military effort
is the web of tribal loyalties here.
Tribal rules and customs run much
of day-to-day life in Yemen, where
the central government is weak and,
in remote provinces, institutions are
almost nonexistent.

Tribal allegiances complicate po-
litical loyalties as well, with ties be-
tween the north and southern parts
of the country strained after a bitter
civil war and suspicions that the
president and northern clans are
unjustly enriching themselves off
energy reserves located in the

Agence France-Presse/Getty Images

south.

President Saleh has wooed some
southern tribes in the past to bol-
ster his hold on power. But those al-
liances aren’t subject to change, for
example if a relative with al Qaeda
sought sanctuary.

The Yemeni security official said
newly deployed troops are being
sent to Shebwa and Abyan prov-
inces, where the government is al-
ready engaged in two-month-old of-
fensives, as well as Mareb province.

A recent military campaign in
Mudiyah, a town of low-slung ce-
ment-block buildings in Abyan,
showed the difficulty the govern-
ment faces in winning and holding
onto tribal support.

Early last month, the govern-
ment deployed two separate units of
500 regular army troops and 200
men from U.S.-trained counter-
terrorism units to Mudiyah. Several
leading al Qaeda members are be-
lieved to have come from the town,
and officials say they believe the
families of the militants offered
sanctuary to them when they es-
caped from an earlier offensive in
Shebwa. The mayor of Mudiyah said
40 to 50 militants had moved to the
mountainous areas around the town
by mid-September, some taking ref-
uge with their extended families.

The first days of the military
campaign in the town were fierce.
Mr. Saleh’s army used light and
heavy weaponry against outgunned
but nimble al Qaeda units armed
with  rocket-propelled grenade
launchers and mortars, according to
local residents and security officials.

But as the fighting wore on
through October, tribal loyalties be-
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Yemeni soldiers man a checkpoint at the entrance of the province of Abyan in
an Aug. 31 photo. The government has found it difficult to win support there.

gan to take precedence. As large-
scale military bombardments gave
way to smaller skirmishes in and
around town, local tribal members
and residents said that identifying
who was fighting for the govern-
ment and who for al Qaeda became
difficult.

On Oct. 14, a gunman riding a
motorcycle shot and killed the secu-
rity director of Mudiyah, Abdullah
al-Baham. The government blamed
al Qaeda, which had released a list
of government officials targeted for
assassination that included Mr. Ba-
ham.

The governor of Abyan and his
brother, members of the same tribe
as Mr. Baham, rushed to Mudiyah to
investigate. Gunmen then ambushed
their multicar convoy en route, kill-
ing the governor’s brother. Security
officials with the governor failed to
capture any militants at the scene.

Then members of the governor’s
tribe, the al Mai’asers, traveling in
the convoy and living in the area,
sprang into action. They pursued
suspected attackers fleeing the
scene to the crest of a neighboring
mountain, according to Mohammed
al-Nakhaei, the mayor of Mudiyah.

The governor’s office alerted the
military, who told the tribe that it
launched airstrikes against the sus-
pects, according to the mayor.

The tribe never recovered any
bodies, and it is unclear if any of
those who had fled the attack were
killed. Tribal members said because
of the inconclusiveness of the gov-
ernment response, they were forced
to take matters into their own
hands, and exact the normal tribal

blood price: the death of a sus-
pected assassin or members of his
tribe.

On Oct. 16, al Mai’aser members
surrounded the home of a man they
suspected was a key operative in the
ambush. The Yemeni security offi-
cial says the man is a known al
Qaeda sympathizer who also works
as an officer in a U.S.-trained coun-
terterrorism special-forces unit de-
ployed in Mudiyah. The military
didn’t return calls seeking comment.

A gunfight broke out and one of
al Mai’aser’s rivals was killed and at
least six others injured, although
not the suspect himself, according
to local residents.

A day later, tribal elders inter-
vened to mediate a truce, a discus-
sion that involved local government
officials and military personnel who
were also members of the two
tribes. By Oct. 28, in a deal brokered
by the tribal mediation, 15 men had
surrendered to the governor for
their alleged role in the attack on
his convoy.

Late Monday, the governor an-
nounced that the 15 men would be
handed over to Yemen’s security
agency—a move that appears to
break the tribal guarantees given to
the men to surrender.

The governor’s office didn’t re-
lease the names of the 15 men or
say whether they were al Qaeda
members.

A website run by the Yemeni mil-
itary identified the men as “leading
al Qaeda members.”

—Abdullah al-Qubati in Mudiyah,
Yemen and Hakim al-Masmari in
San’a contributed to this article.

Source of tip-off

By MARGARET COKER
AnD HaKIM AL-MASMARI

SAN’A, Yemen—The source of a
tip that alerted security agencies
around the world to the package-
bomb plot late last week was Jabir
al-Fayfi, a Saudi national and former
Guantanamo Bay inmate, a Yemeni
security official said Monday.

The tip-off has been heralded as
a major intelligence coup. But the
detainee’s shifting loyalties to al
Qaeda over the years also under-
score the challenges in battling the
group.

Mr. al-Fayfi was released from
Guantanamo in late 2006 into Saudi
custody and entered a Saudi re-edu-
cation program designed to sway Is-
lamic militants away from violence.
He appears to have joined up with al
Qaeda in Yemen in 2008.

His defection after the re-educa-
tion program in Saudi Arabia, as
well as that of other key Saudis now
leading the ranks of the Yemeni
branch of al Qaeda, raised questions
about the effectiveness of the Saudi
method in dealing with their home-
grown jihadis. But now, Mr. al-
Fayfi’s alleged role in uncovering
the package-bomb plot could boost
international confidence in the
Saudi tactics.

Instead of detention facilities
like Guantanamo, Saudis employ re-
ligious scholars to persuade mili-
tants to forsake violence and offer
generous social and job benefits to
entice the men to settle into routine
lives.

It isn’t clear if Mr. al-Fayfi was a
Saudi mole, working inside al Qaeda
in the Arabian Peninsula, as the Ye-
meni branch of the group is known,

on plot is named

or whether he genuinely rejoined al
Qaeda and then had second
thoughts.

Saudi officials didn’t return calls
seeking comment. The Yemeni offi-
cial didn’t comment. Whatever the
case, U.S. and Arab officials said
that without the tip-off, it would
have been very difficult to have in-
tercepted the package bombs last
week. U.S. and European officials
were quick to credit Saudi Arabia
with providing the intelligence tip-
off.

Mr. al-Fayfi had been held in the
Guantanamo Bay detention facility
after being accused of training and
fighting with al Qaeda at Tora Bora
in Afghanistan against U.S. soldiers.

At Guantanamo, he denied being
a member of al Qaeda or of ever
shooting a weapon in Afghanistan.
He passed a U.S. review of his be-

havior and was released into Saudi
custody in early 2007.

It is unclear when exactly Mr. al-
Fayfi left Saudi Arabia and returned
to Yemen to join the ranks of al
Qaeda there, or where he was based
or living in Yemen.

Ahmed al-Zurqa, a Yemeni ana-
lyst and researcher specializing in al
Qaeda in his country, said Mr. al-
Fayfi’s role in the Yemeni hierarchy
was to train militants in urban war-
fare and on sniper skills.

In mid-September, jihadist web-
sites circulated reports that Mr. al-
Fayfi had been arrested in Yemen.
On Oct. 16, Yemeni and Saudi au-
thorities said Mr. al-Fayfi had struck
a deal to surrender to the Saudis
and return home. At the time of the
announcement, officials said he had
become homesick and wanted to re-
unite with his family.

Bombs help
U.S. defend
against suit
over cleric

By EvAN PEREZ

WASHINGTON—The latest bomb-
ing attempt from Yemen could
strengthen the Obama administra-
tion’s defense against a lawsuit
challenging alleged government ef-
forts to kill Yemeni-American cleric
Anwar al Awlaki.

U.S. authorities say Mr. Awlaki,
whose fiery Islamist sermons are
popular on jihadist Internet forums,
is a leader of al Qaeda in the Ara-
bian Peninsula, the group authori-
ties believe is behind last week’s
bombs.

U.S. officials say evidence indi-
cates the packages were the work of
bomb makers of AQAP. The group
was earlier suspected of sending a
Nigerian man to carry out the foiled
bombing of a U.S. airliner last
Christmas Day. U.S. authorities say
Mr. Awlaki’s role with AQAP is to
encourage and sometimes help pre-
pare plots against the U.S.

The AQAP tie to the latest bomb-
ing attempt appears to bolster the
“imminent threat” arguments be-
hind the Obama administration’s
targeting of Mr. Awlaki. He is be-
lieved to be among top terrorist
leaders included in a secret U.S. tar-
geted-killing program.

Next Monday, lawyers are set to
make oral arguments in federal
court in Washington in a lawsuit
filed by U.S. civil-liberties groups
representing the father of Mr. Aw-
laki, Nasser al Awlaki.

Part of the father’s lawsuit turns
on the question of whether the
younger Mr. Awlaki, a U.S. citizen, is
an imminent threat to the U.S.

Lawyers with the American Civil
Liberties Union and the Center for
Constitutional Rights, who repre-
sent the father, argue that the gov-
ernment shouldn’t be allowed to
carry out an extrajudicial killing of
an American in Yemen, far from the
main al Qaeda battlegrounds of Af-
ghanistan and Pakistan.

The package-bomb attempt “bol-
sters the argument that there is a
continuing and imminent threat,”
said Robert Chesney, a University of
Texas law professor who served on
a Justice Department task force on
terror-detainee issues.

The government is seeking to
have the lawsuit dismissed on the
grounds that the father has no
standing to sue. The civil-liberties
groups say that the father would
suffer a loss if his son is killed and
thus has a right to bring the lawsuit.
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Associated Press

Anwar al Awlaki is a leader of
al Qaeda in the Arabian Peninsula.
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China, India surge; rest of region lags

By MICHAEL S. ARNOLD

SINGAPORE—Manufacturing in
China and India continued to surge
in October, bucking the trend in the
rest of the Asia-Pacific region,
where strong currencies and con-
cerns over the health of the global
economy are dragging down busi-
ness sentiment.

The results should give heart to
those who feared the engine of the
global recovery was sputtering after
Chinese manufacturing gauges
dipped briefly into contractionary
territory earlier this year.

But they also suggest the re-
gion’s other economies can’t count
on China’s growth to spur their
own, with a growing portion of
China’s economic growth becoming
domestically driven and with
strengthening currencies pressuring
other countries’ exports’ competi-
tiveness.

The strong reading in India also
demonstrates how more-domesti-
cally driven economies are insulated
from the uncertain recovery in the
world’s advanced economies.

The results contributed to a
surge in Asian stock markets Mon-
day. China’s benchmark Shanghai
Composite stock index jumped 2.5%
and Hong Kong’s benchmark index
added 2.4%.

U.S. stocks rose in early after-
noon trading on the news out of
China as well as on a stronger-than-
expected reading of U.S. October
manufacturing activity from the In-
stitute of Supply Management, but

Diverging paths
Purchasing Managers’ Index for
selected Asian countries
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Electronic parts are inspected at a
factory in Suining, China, on Monday.

then fell back. Late in the U.S. after-
noon, the Dow Jones Industrial Av-
erage was down 37.54 points, or
0.3%. Oil prices rose on hopes a
growing China would lift demand.

China’s official purchasing man-
agers’ index rose to 54.7 in October
from 53.8 a month earlier, the China
Federation of Logistics and Purchas-
ing said Monday. A PMI reading
above 50 indicates an expansion,
while a reading below 50 signals
contraction.

Meanwhile, a China PMI pro-
duced by HSBC Bank rose to 54.8
from 52.9, one of the largest month-
on-month rises since the bank began
issuing the data in 2004.

Glenn Maguire, Société Gé-
nérale’s chief economist for the
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Asia-Pacific region, said China’s
strength should continue to flow
through to the rest of the region but
warned that the knock-on effects
might not be as strong as in the
past.

“The last upswing we saw in
PMIs, in 2009, was largely driven by
production due to China’s massive
infrastructure and investment pack-
age: The strong pickup in China
PMIs corresponded nicely with
strong exports from Australia, Tai-
wan, South Korea, Brazil—econo-
mies leveraged off the China growth
model,” Mr. Maguire said. “The re-
covery now is perhaps being driven
more by developments that have
been sourced domestically, so
there’s not the same call on the rest

- -

of Asia.”

In India, the October HSBC PMI
rose to 57.2 from 55.1. Output was
driven by new orders and export de-
mand, but the pace of expansion in
new orders remained muted com-
pared with that in the initial months
of 2010. Export orders rose at their
weakest pace since November 2009.

Outstanding orders rose, sug-
gesting pressure on production ca-
pacity continued, the survey said. A
pile-up of unfinished orders helped
add staff in October, marking a re-
versal of shrinking employment in
the three months before October.
Meanwhile, input-price inflation
across the manufacturing industry,
measuring items such as raw mate-
rials, rose in October.

Reuters

Société Générale’s Mr. Maguire
said much of the weakness in the
numbers excluding China reflected
soaring currencies that have hurt lo-
cal exporters. “Rightly or wrongly,
these economies’ manufacturers are
acutely sensitive to the exchange
rate, and in thin-margin businesses,
it tends to be the be-all and end-all
of considerations,” he said.

But he predicted brighter skies
ahead. “It’s important to remember
that the infrastructure programs an-
nounced [by the Chinese govern-
ment] in November 2008 are still
occurring and are still flowing
through to the world’s commodity
exporters and capital-goods produc-
ers,” he said.

In export-reliant Taiwan, HSBC’s
PMI fell to 48.6 from 49.0, the third-
straight contraction, as new orders
continued to slow. The South Korea
PMI fell to 46.75 from 48.81, declin-
ing for a sixth straight month.

“The global-restocking bounce
has finally come to an end, and Ko-
rea is feeling the chill,” said Song Yi
Kim, an economist at HSBC Asia.

Australia’s manufacturing sector
contracted as well, hurt by labor
shortages and a strong currency,
though the pace of decline slowed.

The Australian Industry Group-
PricewaterhouseCoopers Australian
Performance of Manufacturing In-
dex remained contractionary at 49.4
but was up 2.1 points from a month
earlier.

—Aaron Back in Beijing, In-Soo

Nam in Seoul and Aries Poon in

Taiwan contributed to this article.
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A Wall Street Journal Roundup

BAGHDAD—Iraqi security forces
stormed a Baghdad church where
militants had taken an entire con-
gregation hostage for four hours,
leaving more than 50 people dead,
including a priest, Iraqi officials said
Monday.

It wasn’t immediately clear
whether the hostages died at the
hands of the attackers or during the
rescue late Sunday night in an afflu-
ent neighborhood of the capital.

The incident began at dusk Sun-
day when militants wearing suicide
vests and armed with grenades at-
tacked the Iraqi stock exchange be-
fore capturing the nearby Our Lady
of Deliverance church, one of Bagh-
dad’s main Catholic places of wor-
ship, taking about 120 Christians
hostage.

Maj. Gen. Hussein Ali Kamal, the
deputy interior minister, said 52
people were killed and 67 wounded.
Officials said at least one priest and
10 policemen were among the dead.
Many of the wounded were women.

The attack, while not the bloodi-
est in recent months, has drawn
special attention because of the high
death toll to Iraq’s small and dwin-
dling Christian population. One
Christian lawmaker put the Chris-
tian death toll—including worship-
pers and Church workers—at 25.

Prime Minister Nouri al-Maliki
condemned the attack Monday, say-
ing it was an attempt to drive more
Christians out of the country. Pope
Benedict XVI denounced the assault
as “ferocious” and called for re-
newed international efforts to bro-
ker peace in the region.

Christians have been subjected
to years of intimidation in Iraq, but

0
14
=)
©

E
>

2

=
@

]

raq church

Men tie up a coffin of a victim from the attack at a church in Baghdad.

Sunday’s attack during evening wor-
ship resonated widely among Iraqg’s
mostly Muslim population, hardened
to nearly weekly reports of deadly
bombings that have punctuated the
country.

Security services reported that
most of the casualties occurred
when the assailants detonated ex-
plosive vests inside the church.
Eventually, Iraqi security forces
stormed the church, taking casual-
ties themselves. It was unclear how
many hostages inside the church
were killed in the rescue operation,
and the extent of U.S. assistance.
Despite an Aug. 31 official end to
U.S. combat operations, U.S. troops
have assisted and participated in a
number of antiterror operations.

A Christian member of parlia-
ment on Monday described the
Iraqi rescue operation as “not pro-
fessional,” saying “it was a hasty ac-
tion that prompted the terrorists to
kill the worshippers.” A cryptically

worded statement posted late Sun-
day on a militant website allegedly
by the Islamic State of Iraq, which is
linked to al Qaeda in Iraq, appeared
to claim responsibilityfor the attack.
The group, which is linked to al
Qaeda in Iraq, said it would “exter-
minate Iraqi Christians” if Muslim
women in Iraq weren’t freed.

An al-Qaeda linked organization
claimed responsibility for the at-
tack, according to the Associated
Press.

“We have no clear picture yet
whether the worshippers were killed
by the security forces bullets or by
terrorists, but what we know is that
most of them were killed when the
security forces started to storm the
church,” Younadem Kana said.

Video footage from an American
drone that was overhead during the
attack showed a black plume of
smoke followed by flashes from in-
side the building before what ap-
pears to be soldiers going in.
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Clinton presses Cambodia on China

By Jay SoLoMON

PHNOM PENH—U.S. Secretary of
State Hillary Clinton pressed Cam-
bodia to remain independent of
China on economic and environmen-
tal issues, as she continued a pan-
Asian tour aimed at expanding
Washington’s diplomatic influence in
the region.

Mrs. Clinton told Cambodian offi-
cials Monday that the Obama admin-
istration is willing to explore new
mechanisms through which to retire
nearly $450 million in debt accrued
by Phnom Penh’s Vietnam War-era
government.

Mrs. Clinton also told Prime Min-
ister Hun Sen’s government that she
will seek to raise more funding for a
United Nations-backed tribunal set
to try leaders of the Khmer Rouge
government that committed geno-
cide in Cambodia during its
1975-1979 reign.

The U.N.-supported court is
scheduled to begin prosecuting four
of the Khmer Rouge’s most senior
officials early next year, but financ-
ing shortfalls and squabbles over the
selection of judges have hobbled the
process. To date, Washington has
provided $5 million to the tribunal.

“We are committed to help Cam-
bodia hold accountable those senior
Khmer Rouge leaders most responsi-
ble for atrocities,” Mrs. Clinton said
at a news conference with her Cam-
bodian counterpart, Hor Namhong.
“And I want to urge the Cambodian
government to offer its full support
to the Tribunal.”

Cambodia marks the third coun-
try stop on the Mrs. Clinton’s seven-
nation Asia-Pacific tour, which is
aimed at enhancing the nation’s
presence in a region increasingly un-

Associated Press

Secretary of State Clinton views victims of the Khmer Rouge at Phnom Penh’s Tuol Sleng Genocide Museum on Monday.

der the influence of China’s economy
and military.

On Saturday, Mrs. Clinton at-
tended a regional conference in Viet-
nam that was dominated by China’s
festering maritime disputes with Ja-
pan and a number of Southeast
Asian countries. The U.S.’s top diplo-
mat urged the attendees of the East
Asia Summit to establish an interna-
tional legal process through which
to mediate these disputes, drawing
the ire of Beijing, which views all of
the South China Sea as sovereign
Chinese territory.

U.S. officials privately worry that
Cambodia is one of the Southeast
Asian nations most under Beijing’s
sway. China is among Phnom Penh’s
largest single aid donors, and Chi-
nese firms dominate Cambodia’s in-

frastructure sector. Prime Minister
Hun Sen has often sided with Beijing
on key regional security issues.

On Monday, Mrs. Clinton at-
tended a town-hall meeting with
Cambodian students in Phnom Penh
and was asked her view on the Hun
Sen government’s relationship with
China. She said the U.S. encouraged
strong relations between Phnom
Penh and Beijing but believed Cam-
bodia should hew to an independent
foreign policy.

“It’s up to your government and
your people to determine your own
relationships with other countries,”
Mrs. Clinton told the gathering of
700 students and representatives of
nongovernmental organizations. “But
I think it’s smart for Cambodia to be
friends with many countries. Look for

balance. You don’t want to become
too dependent on any one country.”

Mrs. Clinton also said Phnom
Penh should hold discussions with
Beijing to address concerns that Chi-
nese policies are disrupting Cambo-
dia’s economic development and
harming its environment. She specif-
ically cited China’s damming of the
upper Mekong River and its impact
on Cambodian agriculture.

Mr. Hor Namhong, the Cambo-
dian foreign minister, declined to
comment on China-Cambodia rela-
tions during the news conference.

Mrs. Clinton also said Monday
that the Obama administration
hoped the Cambodian government
would allow the office of the U.N.
High Commissioner for Human
Rights to remain opened. Mr. Hun

Sen’s government has indicated it
might close the office after disagree-
ments with its chief representative
in Phnom Penh, Christophe Pe-
schoux.

Mr. Hor Namhong, however, said
during the news conference that no
decision had been made.

Meanwhile, regional fallout con-
tinued from China’s diplomatic rows
with Japan and some Southeast
Asian countries over territorial and
resource issues. Saturday, the Japa-
nese and Vietnamese governments
said they would jointly seek to ex-
plore and extract rare-earth miner-
als used in producing flat-screen
televisions, computers, and hybrid
cars, following concerns about
China’s role as a reliable supplier.

China produces roughly 95% of
the world’s supply. But Japanese
companies have reported disrup-
tions in purchases of the materials
since a dispute between Beijing and
Tokyo broke out last month over
jointly claimed islands in the East
China Sea.

“Vietnam has decided to have Ja-
pan as a partner for exploration,
mining, development, and separation
and production of rare-earth miner-
als in the country,” Vietnam’s and Ja-
pan’s prime ministers said Saturday
after bilateral talks.

Vietnamese Prime Minister
Nguyen Tan Dung also announced at
a closing ceremony of the East Asia
Summit on Saturday that his govern-
ment would reopen the Cam Ranh
Bay port facility in southern Vietnam
to foreign navies. The U.S. military
used the port as a base during the
Vietnam War. And the Russian navy
used the facility following the unifi-
cation of Vietnam under communist
rule in 1975.

Java eruptions hurt relief work

By PATRICK BARTA
AND YAYU YUNIAR

Aid workers responding to one of
Indonesia’s latest natural disasters
are gearing up for a longer-than-ex-
pected relief effort, as they grapple
with a volatile volcano that experts
say may stay active for weeks.

Mount Merapi on the Indonesian
island of Java erupted again on
Monday, after killing 38 people in a
series of earlier explosions starting
last Tuesday. Most residents have
been evacuated from the area, and
there were no immediate reports of
casualties from the latest blast. But
the severity of Monday’s explo-
sions—which sent ash and debris
around six kilometers from the vol-
cano’s top—underscored fears that
authorities will have to keep resi-
dents away from their homes indefi-
nitely, leaving as many as 69,000
displaced people scattered across
central Java, many in temporary
camps.

Some of those camps have as few
as five toilets per 1,000 residents,
aid workers say. Meanwhile, govern-
ment soldiers are scrambling to pre-
vent farmers from going home to
check on their crops and live-
stock—a task that will likely become
harder as residents’ anxiety over the
state of their property grows.

The worries at Merapi come as
aid workers are struggling to deliver
aid to the Mentawai islands, a re-
mote chain off the coast of Indone-
sian Sumatra that was hit hard by a
tsunami last Monday. The deadly
wave triggered by a 7.7-magnitude

Agence France-Presse/Getty Images

Indonesian residents flee from a risky area on Monday as the Merapi volcano
releases ash clouds in Balerante village.

earthquake killed 450 people; fewer
than 100 are still missing. Many
families remain homeless or lack ad-
equate medical care.

Indonesian disaster-management
officials have developed extensive
response plans for the disaster-
plagued country in recent years, es-
pecially following the December
2004 tsunami that killed more than
226,000 people across Asia.

The latest disasters have pre-
sented unique challenges. The Men-
tawai islands are about 12 hours
from Sumatra on a normal day, and
recent bad weather has delayed aid
deliveries. The Merapi eruptions,
meanwhile, could continue for lon-
ger than anticipated, stretching gov-
ernment resources.

“The government is still building
its capacity” when it comes to re-

sponding to volcanic eruptions, says
Wayne Ulrich, a disaster-manage-
ment delegate with the Interna-
tional Federation of Red Cross and
Red Crescent Societies. Although aid
efforts have been well-organized at
Merapi so far, he says, it is unlikely
the government would have planned
for so many displaced people.

Andi Arief, a special staff aide to
President Susilo Bambang Yud-
hoyono on disaster management,
said he considered the Merapi re-
sponse to be “well organized” so
far.

“A volcano is not a sprint game,
it is a marathon game. We have to
be ready for a long and uncertain”
period of eruptions, he said, adding,
“we don’t know for sure when peo-
ple can return home. It is up to the
mountain.”

Pakistani wheat plan hit

By Tom WRIGHT
ISLAMABAD, Pakistan—Paki-
stan’s most-populous province

wants to export wheat just a few
months after deadly flooding, spark-
ing criticism from some aid groups
that say the food situation remains
too precarious to support the diver-
sion of wheat overseas.

Agriculture officials in Punjab
province, on Pakistan’s eastern bor-
der with India, wrote the federal
government last week to seek per-
mission to export wheat, citing ex-
cess stockpiles.

Despite the massive flooding,
which killed almost 2,000 people,
affected 20 million others and inun-
dated 10% of agricultural land, Pun-
jab officials said supply of wheat,
the nation’s staple food, was largely
unaffected as the annual planting
season is only just beginning.

Other crops, like sugarcane and
cotton, bore the brunt of the flood-
ing, which hit the country in July
and August.

Punjab, which produces three
quarters of the nation’s annual aver-
age 22 million metric tons of wheat
output, is sitting on stocks of 6.1
million tons and fears a severe drop
in prices come harvest time in April,
said Irfan Elahi, the provincial sec-
retary for food production.

“Pakistan will not have a short-
age,” said Mr. Elahi, who sent the
letter requesting the government
lift restrictions on wheat exports.

An official at the Agriculture
Ministry in Islamabad, the federal
capital, acknowledged receiving the

request but said the government has
yet to make a decision.

Some aid groups working in the
flood-hit areas of Punjab, Sindh and
Khyber-Pakhtunkhwa provinces say
it is too early to talk about exports
until the impact of the floods on the
harvest is clearer.

“It’s premature to be talking
about exports. Punjab is the food
basket. This could have major impli-
cations for food security for Paki-
stan,” said Fatima Naqvi, an agricul-

tural expert with Oxfam
International, the U.K.-based char-
ity.

The government has come under
fire for a perceived slow response to
the floods. Now, some aid groups
say officials have been too quick to
say additional emergency relief isn’t
needed.

Some farm areas in southern
Punjab look like colossal sand dunes
have been dumped on them, and
can’t be planted with wheat, said
Aftab Alam Khan, regional agricul-
ture coordinator for U.K.-based Ac-
tionAid International, which also
opposes wheat exports.

“We have a good surplus of
stored wheat at the moment. But
this time we fear there will be less
wheat production,” Mr. Khan said.

Farmers in Punjab and Khyber-
Pakhtunkhwa, in the northwest,
have only this week begun sowing
this year’s wheat crop.

In Sindh, Pakistan’s southern-
most province, the planting season
began two weeks ago, but was de-
layed in some areas due to still-high
water levels.





