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    WASHINGTON -- President Barack Obama gave an emotional, sometimes contentious address to Congress on Wednesday, combining tough talk to opponents with olive branches on policy in a bid to break the impasse on revamping the health-care system.

    Calling the initiative "my plan," Mr. Obama set the size of a health-insurance plan at $900 billion over 10 years, a figure smaller than versions approved in the House and fully paid for, he said, by spending cuts and tax increases. Most individuals would be required to purchase health insurance, but the costs would be mitigated by generous tax credits. Large employers would also face a requirement to offer health coverage to employees or pay a fine, while most small businesses would be exempt.

    The president pledged to tackle medical-malpractice lawsuits in an overture to Republicans. He singled out his former presidential rival, Sen. John McCain, in embracing one of the Arizona Republican's health-care proposals. And he promised new cost controls that could scale back his plan if health-care inflation isn't brought under control.

    But Mr. Obama chastised Republican leaders who talked of death panels. The president called it "a lie, plain and simple." He warned, "I will not waste time with those who have made the calculation that it's better politics to kill this plan than improve it....If you misrepresent what's in the plan, we will call you out. And I will not accept the status quo as a solution, not this time, not now."

    Republicans in turn held aloft copies of health-care bills they have drafted in a quiet rebuke to a president who has said they have offered nothing constructive. One, Rep. Joe Wilson of South Carolina, shouted "lie" when Mr. Obama said his plan wouldn't cover illegal immigrants, though the Democratic bills circulating in Congress do exclude illegal immigrants from eligibility for subsidies. Mr. Wilson late Wednesday issued a statement apologizing to Mr. Obama for "this lack of civility."

    
    


    
    


    Overall, Mr. Obama tried to make the case to consumers that his plan would provide more stability for those who already have insurance, and coverage for those who don't. Republicans said the plan is too expensive and will lead to excessive government control.

    Mr. Obama embraced for the first time a proposal to impose a fee on insurers that sell high-end plans -- a concession that could hit not only lawyers and bankers but also unions that bargained for premium health plans.

    And in an effort aimed at key Republican negotiators in the Senate, the White House outlined a new pilot program to move medical-malpractice cases out of the court system and put them before expert panels and arbitrators. White House officials say the program, first floated by President George W. Bush, would be instituted by executive order and wouldn't be included in the health-care legislation.

    "I don't believe malpractice reform is a silver bullet," Mr. Obama said, "but I have talked to enough doctors to know that defensive medicine may be contributing to unnecessary costs."

    It was one of the few areas of the plan that Republicans praised, and it won strong endorsement from doctors, who say the threat of lawsuits drives up medical costs by encouraging defensive medicine.

    "We think this is just an excellent first step," said Rebecca Patchin, board chairman for the American Medical Association, the influential doctors' group.

    The McCain initiative endorsed by Mr. Obama would allow high-risk individuals to join insurance pools that couldn't deny them coverage for pre-existing conditions. That would be in effect until 2013, when a broader, federally controlled insurance exchange would go into force.

    That exchange should carry a government-run "public option" that would be self-sufficient and maintained by premiums, Mr. Obama said. He acknowledged alternative ideas by opponents of the public plan, such as nonprofit cooperatives, or a trigger mechanism that would start up the public plan only in states where health costs are not going down.

    "But," he added to Democratic applause and Republican silence, "I will not back down on the basic principle that if Americans can't find affordable coverage, we will provide you with a choice."

    In an interview, Mr. McCain said he was glad to get a nod from the president, but said Mr. Obama must do more to win over Republicans. "I think the cost is still the key issue and how you pay for it," Mr. McCain said.

    In one of the speech's more emotional moments, Mr. Obama read excerpts from a letter that the late Democratic Sen. Edward Kennedy of Massachusetts asked to be delivered to the president upon his death.

    Senior White House officials acknowledged the stakes for the speech were high, after heated town-hall meetings and other signs of public unease emerged this summer. Months ago, the president, who has long used his oratorical skills to get him out of political trouble, planned a speech to Congress or to the nation this fall to give health care a final push, but officials said the bruising summer had nudged that address forward.

    Mr. Obama decried what he called a "partisan spectacle" that hardened "the disdain many Americans have toward their own government." He added that "the time for bickering is over. The time for games has passed. Now is the season for action."

    Most of the proposals the president outlined in his speech were the same changes he has championed since he launched his effort to fix the health system in March. He proposed several steps similar to what congressional committees have already approved.

    These include doing away with lifetime caps on coverage and "recissions," a practice used by insurers to drop customers once they get sick. Out-of-pocket expenses also would be capped. People who don't have insurance through their employer would be encouraged to buy plans on a federally operated policy exchange, and, if under a certain income, would be given tax credits to help them afford it.

    Sen. Susan Collins, a Maine Republican the White House has hopes of winning over, complained the president didn't do enough to reach across party lines. "I understand his frustration with what had been some misrepresentations by both sides, but I thought that he could have been more conciliatory in his tone," she said.

    Rank-and-file Republicans acknowledged the health-care system needs work. "It's clear the American people want health-care reform, but they want their elected leaders to get it right," Louisiana Rep. Charles Boustany, a cardiothoracic surgeon, said in his party's response to the president.

    In an interview, Mr. Boustany acknowledged Republicans had done little to address the looming problems of health care when they controlled Washington. But the Democratic approach is too big, unfocused and fraught with potential dangers, Mr. Boustany said, and he predicted Mr. Obama's speech wouldn't change many minds.

    Senate Finance Committee Chairman Max Baucus said he intends to bring a health-overhaul bill before his influential panel the week of Sept. 21. The Montana Democrat said he will continue to work toward winning Republican votes, but he made clear he intends to move forward with or without GOP backing. "This is our moment," he said.

    Under the Obama malpractice initiative, states will be eligible for grants for experiments aimed at reducing lawsuits and promoting patient safety. One idea would encourage early disclosure of medical errors, rewarded by mediating claims rather than litigating. Another effort states could pursue would require individuals to obtain an affidavit issued by experts or panels of doctors stating that the case has merit before proceeding in court.

    Illinois, Florida, Georgia and other states have experimented with such efforts. Measures promoting both those ideas were adopted by the House Energy and Commerce Committee in its health-care bill this summer.

    In endorsing a tax on generous health plans, Mr. Obama risks alienating organized labor, a key ally in the debate. While that tax would be levied on insurers, "our concern is that the costs would get passed onto people who aren't the Goldman Sachs executives," said Gerald Shea of the AFL-CIO

    The two potential compromises on the public plan didn't alleviate the concerns of insurers, who have been its fiercest opponents. They fear health-care cooperatives -- which would offer coverage to compete with private insurers and receive federal backing to get started, but wouldn't be run by the government -- would be exempt from the fines and regulations facing private plans.

    "Government controls a lot of the spending today" in health care, said Alissa Fox, a senior vice president at the BlueCross BlueShield Association, which represents 39 independent insurers. "We don't think the solution is more government spending."

    But Democrats were happy Mr. Obama was starting to lead. "I think tonight is the opening salvo of the Democrats' counterattack," said Rep. Eliot Engel (D., N.Y.). "We have been on defensive in August; today, in September, we go on offensive."

    
      —Greg Hitt and Naftali Bendavid contributed to this article.
    

    Write to Jonathan Weisman at jonathan.weisman@wsj.com and Janet Adamy at janet.adamy@wsj.com
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Iran Dims Hopes for Diplomacy 





By FARNAZ FASSIHI and JAY SOLOMON

Iran rejected any compromise with the West over its nuclear program Wednesday, as blunt comments from the Obama administration over Tehran's bomb-making capability suggested that the two sides were headed toward a renewed diplomatic crisis.
Iran offered Western officials a long-awaited package of proposals to restart negotiations over its nuclear program. But diplomats who viewed the offer Wednesday said the document of fewer than 10 pages essentially ignored questions over Iran's production of nuclear fuel and instead focused broadly on other international issues.
View Full Image
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Iran's Foreign Minister Manouchehr Mottaki, right, presents proposals for talks to Western ambassadors Wednesday.


It made no mention of Tehran's willingness to suspend its uranium-enrichment activities or to enter into substantive talks about the future of its nuclear program, they said.
Meanwhile, the U.S. envoy to the International Atomic Energy Agency made the Obama administration's strongest comments yet on Iran's nuclear threat. Speaking at the board meeting of the IAEA in Vienna, Glyn Davies warned on Wednesday that Iran has enough fissile material to produce a nuclear bomb, if Tehran enriches the uranium to weapons-grade level. "Ongoing enrichment activity...moves Iran closer to a dangerous and destabilizing possible breakout capacity," he said. Iran denied the U.S. allegations.
U.S. officials have made generally similar warnings before, but Mr. Davies's remarks were the most public and specific. U.S. officials said the comments were made to stress to the international community the need for a united response to Iran's growing nuclear capabilities.
President Barack Obama has given Iran a deadline of September to show good faith in negotiations over its nuclear program; otherwise the U.S. hopes to get broad international agreement for new sanctions. Western countries had hoped Iran might agree to freeze its production of nuclear fuel in exchange for the West holding off on new economic sanctions as formal negotiations commenced.
Instead, Tehran's letter to the five permanent members of the United Nations Security Council, plus Germany, simply summarized vague Iranian calls for better cooperation with the international community, many of which have been made before.
At the same time, Iran's chief nuclear negotiator, Saeed Jalili, publicly ruled out a compromise, saying the nation would never give up its right to its nuclear program or wait around for permission from other countries.
Iran's moves Wednesday mean the U.S. and its diplomatic partners will focus on intensifying their efforts to prepare new economic sanctions against Tehran, said officials involved in the process. The Iranian proposals didn't specify any timetable for when Iran might meet the U.S. and other Security Council members in the coming weeks, said a European diplomat who viewed the document.
A senior U.S. official briefed on Iran's proposals said Wednesday that Washington would still continue trying to engage Tehran, though the official acknowledged its proposals contained nothing new. "At least now we have a response from Tehran, and we can test what Iran is willing to do going forward," said the official.
Iran claims that its nuclear program is for peaceful purposes of gaining nuclear energy, but many Western and Arab countries suspect Iran of pursuing a nuclear bomb.
The Security Council members and Germany held conference calls Wednesday concerning Iran, according to U.S. and European officials, and may convene a formal meeting ahead of the U.N. General Assembly later this month in New York.
"We have no choice now but to go down the path we've set and see what the market will bear," said the European diplomat. He added, though, that there remains deep skepticism over whether Russia or China, either of whom can veto sanctions, will agree to them in the coming weeks.
There remain divisions among the U.S. and its allies on just how quickly Iran could assemble a bomb. Tehran would need to convert its low-enriched uranium into weapons-grade material. This would require Tehran to significantly reconfigure its centrifuges, or conduct clandestine work outside the view of IAEA cameras and monitors. Israeli officials believe Iran could be just months from producing a bomb, while U.S. intelligence agencies believe it could still take years.
Iran's diplomatic standoff with the West comes as Tehran is roiled by political crisis at home. President Mahmoud Ahmadinejad is still struggling to recover from a turbulent presidential election in June and allegations that his re-election was secured with fraud. The election has polarized the country between ruling hardliners and a moderate opposition.
In the past week, the government has taken unprecedented measures to stop public gatherings, including religious ones. Waves of university students are being called into interrogation sessions ahead of the fall semester, according to Iranian news Web sites. Education authorities are calling for a revision of the syllabus in humanities and liberal arts because they produce secular graduates.
On Tuesday, Tehran's new prosecutor general shut down the offices of opposition candidates that had been investigating postelection claims of human-rights violations. Two prominent political figures, Alireza Beheshti and Morteza Alviri, were also arrested in raids at their home, according to Iranian Web sites.
—David Crawford contributed to this article.
Write to Farnaz Fassihi at farnaz.fassihi@wsj.com and Jay Solomon at jay.solomon@wsj.com
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Income Gap Shrinks in Slump at the Expense of the Wealthy 





By BOB DAVIS and ROBERT FRANK

The deepest downturn in the U.S. economy since the Great Depression may finally shrink the gap between the very best-off Americans and everyone else.
If so, it won't be by lifting up the bottom. It will be by pulling down the top.
Over the past 30 years, chief executives, Wall Street bankers and traders, law-firm partners and such amassed ever-greater incomes, while the incomes of factory workers, teachers, office managers and others in the middle grew much more slowly. In 2007, the top 1% of U.S. families accounted for 23.5% of all personal income in the U.S., according to economists Emmanuel Saez of the University of California at Berkeley and Thomas Piketty of the Paris School of Economics. That was a level not seen since the Roaring Twenties.

The top 1%'s share appears to be falling fast. Mr. Saez and other economists expect income going to the top 1% of taxpayers -- currently, those with about $400,000 a year -- will drop to somewhere between 15% and 19% of all income by 2010. That still would leave income distribution more top-heavy in the U.S. than in many other countries.
One early indication: Median chief-executive pay at companies in the S&P 500 fell 15% in 2008 (to $7.3 million), according to University of Southern California pay expert Kevin Murphy.
"Based on past experience, it looks like inequality will go down and change the long-term trend of America becoming a less egalitarian society," says Ariell Reshef, a University of Virginia economist and another student of the equality issue.
This is among several potentially far-reaching changes wrought by the bursting of the housing and credit bubbles and the deep recession that ensued. Finance is likely to claim a smaller share of the nation's talent and make up a smaller part of the economy. The relationship between employers and employees may shift, and some workers will never fully recover from the blows they have suffered. Borrowing will be harder for many, and in any case, reducing debt instead of increasing it will hold new priority, possibly for a long while. In time, the past two years may be seen as a watershed in Americans' behavior and the nation's economic life.
At the same time, the income gap, after narrowing during the 1991 and 2001 recessions, quickly widened again later. That could happen again. New York University economist Edward Wolff says that if efforts in Washington to rein in executive pay, impose new regulations and raise tax rates on capital gains don't succeed, investment and CEO riches could snap back.
Still, the recession that began in December 2007 has been of a different animal from those of 1991 and 2001, in that it followed a credit bubble that had sent incomes of finance executives soaring far above those of other engineers and other highly skilled people. The finance and insurance industries, which accounted for 5.9% of gross domestic product in 1990, rose to 8.1% in 2006, according to Moody's Economy.com. That fell to about 7.5% of the economy in 2008, the firm says; it estimates the figure will slip to 7.2% this year.
New York University economist Thomas Philippon and Virginia's Mr. Reshef estimate 30% to 50% of the extra pay received by finance-industry workers reflected a bubble in the sector.
Less income flowing to the top could have broad effects, from the amount of revenue the government collects to the kinds of cars piling up on dealers' lots. For instance, the top 1% of earners will pay 36% of all federal individual income taxes this year, according to an estimate from the Tax Policy Center, a Washington think tank. If their income softens, so will federal revenue, making budgets harder to meet.
Less income for the wealthy could lead to a reshaping of the luxury-goods economy, what some call the plutonomy. Half of U.S. consumer spending came from the top 20% of earners in 2000, according to economists Dean Maki and Michael Palumbo. Sales of all luxury goods are expected to decline 15% this year, according to consulting firm Bain & Co.
Among big-ticket items, U.S. sales of Bentleys, Maseratis, Maybachs and Lamborghinis have fallen over 50% this year, much worse than the 26% drop for the broader car market, according to Autodata Corp.
Another loser: philanthropy. In the brutal second half of last year, the number of charitable gifts of $1 million or more from individuals fell by more than a third from a year earlier, according to the Center on Philanthropy at Indiana University.
View Full Image
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Attorney Darren Tucker, shown with his wife and two sons, took a big pay cut to move from a law firm to the Federal Trade Commission when business slowed.


Outsized pay will surely live on for some -- in sports, in entertainment and on Wall Street. But there are reasons to believe that on the whole there will be less for people at the very top, not only in this feeble economy but for some time after the financial system heals.
For one thing, the Obama administration and the Democrats who control Congress are pressing for regulatory changes and tax increases that target the wealthiest and eyeing restraints on corporate compensation.
In addition, the scaling back in the size of the finance sector, at least in the near term, puts a damper on the kind of riches the industry created over the past decade. Mr. Reshef estimates that 21% of the increase in overall income inequality from 1980 to 2005 was attributable to rising compensation in the finance industry. Generally lower leverage and risk-taking on Wall Street serve to shrink the pot of gold from finance.
All this would be welcomed by some, particularly on the left. But reduced rewards at the top also "could diminish incentives for talented people and stifle a certain kind of innovation," says Michael Spence, a Stanford economist and Nobel laureate.
One member of the top 1%, Charles McDaniel, CEO of a Virginia moving company called Hilldrup Cos., is blunter. "When high-wage earners make less, at some point they'll say all the policies are stacked against them," he says. "They won't take risks [and] you won't have jobs created or new opportunities."
The leveling of incomes is no abstraction to people like Anthony Carmenate, a son of Cuban immigrants who worked his way from a boyhood job at a Chinese laundry in Hoboken, N.J., to the top ranks of Bank of America's asset-management business.
After graduating from Montclair State University in New Jersey, where he paid his way by tending bar, Mr. Carmenate got a job at a call center for Alliance Capital, a predecessor of AllianceBernstein. He sold mutual funds to brokers and rose to become head of U.S. product management. In 2003, Bank of America recruited him to help manage a new unit called Banc of America Capital Management.
View Full Image
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Anthony Carmenate, in his home near Boston, has struggled since losing his $500,000-a-year job in asset management.


He bought a five-bedroom colonial home in the Boston suburb of Natick. His wife, Angela, managed the home and raised the couple's three children. The Carmenates didn't consider themselves big spenders, but, with an income of more than $500,000 a year, they began to splurge. She bought Coach handbags and designer shoes. He bought a BMW and Land Rover. When they took their kids to Disneyland or the Jersey shore, they sometimes paid to bring along a baby sitter.
This spring, the 42-year-old Mr. Carmenate was laid off, and he has struggled to find a job at anywhere near his former pay. He meets with ex-colleagues, calls headhunters and taps his personal network, but, with banks wiping out layers of management, he says, "whenever I get a lead, I find that there is a sea of people like me applying for the same one." He has started to do some consulting work.
"I'm an optimistic guy," he says. "But salaries like mine aren't likely to come back anytime soon. It's simple: Wall Street doesn't need as many people as it used to."
Although nine large banks gave million-dollar bonuses to nearly 5,000 individuals last year, according to a July report by New York's attorney general, the report also showed that the banks' total pay and benefits declined nearly 11% from 2007.
The country has seen large shifts in income distribution before. In the 1930s, top earners were battered by the bursting of the financial markets, and New Deal regulation and taxes helped narrow the gap further. The top 1% of U.S. families had 23.9% of pretax income the year before the crash of 1929. By the time World War II ended, their share was less than 13%, where it stayed for some 35 years, professors Saez and Piketty calculate.
Starting around 1980, a mix of deregulation, technological change and globalization produced larger markets and fatter payouts at the top. Median CEO pay at large companies rose by a factor of six between 1980 and 2005, after accounting for inflation, say economists Carola Frydman of Massachusetts Institute of Technology and Raven Saks of the Federal Reserve. By 2007, the top 1%'s share of income had swollen to about as high as it was before the 1929 crash.

The gains at the top didn't necessarily come at the expense of others, because the economy expanded greatly after 1980, letting incomes grow across the spectrum. But those at the top end rose more rapidly. In 1980, for instance, the income of the top 5% of households was 2.86 times median incomes; by 2007, it was 3.52 times the median. In other words, the gap widened by 23%, Census data show.
At the same time, the amount of mobility up and down the American income ladder has remained largely unchanged over the years, according to most academics who have studied the issue. The rate has been relatively unchanged since 1969, says the Pew Charitable Trust.
Among the factors putting pressure on incomes at the top now is a shift in the political winds in Washington. Tax changes pushed by President George W. Bush after the 2001 recession reduced income taxes disproportionately on wealthier Americans. President Barack Obama, by contrast, campaigned on a pledge to use the tax code to reduce inequality, and he hopes to limit the Wall Street risk-taking that fed huge paydays. The White House and Congress are taking aim at executive compensation, with a federal pay czar scrutinizing compensation at some companies in which the government invested.
White House economist Austan Goolsbee says that "this isn't Robin Hood. The president's policy is not about trying to prevent incomes from growing in the top 1%," The administration argues that higher tax rates on wealthier Americans would pay for needed investments.
Pressure on pay at the top extends well beyond finance. At law firms, billings ballooned earlier this decade, and law-firm salaries accounted for 1.5% of all U.S. salaries in 2007, twice the share in 1980, according to Economy.com. The firm expects this to fall to 1% in 2018.
Darren Tucker, a 36-year-old antitrust attorney in Washington, was rising at O'Melveny & Myers, earning about $400,000 last year as a "counsel." That was one rung below partner, where annual payouts average about $1.5 million. But earlier this year, his boss told him he shouldn't expect to make partner anytime soon, in part because business was slowing.
Having already seen a round of layoffs, he leapt at a chance for a job at the Federal Trade Commission paying $153,000. "What was keeping me at O'Melveny & Myers was the big salary to come," Mr. Tucker says. His former boss at the firm, Richard Parker, says he helped Mr. Tucker land the FTC job and praises his legal skills.
Mr. Tucker and his wife have been spending $100,000 a year for treatment for their two children, who he says were diagnosed as autistic. With the job shift, says his wife, Anne, they have moved one child, who has greatly improved, into public school. For the first time in years, she is looking for a job, as a substitute teacher.
The wealth boom of the past decade was also fueled by entrepreneurs and family companies -- beneficiaries of easy credit, economic growth and rising asset values. Many of them, too, are taking a hit.
A world away from Wall Street, Mr. McDaniel, whose family owns the Hilldrup moving-and-storage firm in Stafford, Va., is used to luxuries. "I like to be well treated," he says. He has hopscotched to high-priced vacations in five-star hotels: skiing in Colorado in winter, snorkeling in the Caribbean in the spring and fly-fishing in Wyoming or Montana in the summer. The burly Mr. McDaniel, a 45-year-old former University of Virginia star linebacker, is also a regular, with his teenage son, at Super Bowls, and sometimes charters planes for East Coast trips. He drives an Audi A8 L, a model that starts at about $75,000.
When the economy is humming, "psychologically you're on a high, and the business supports that high," he says.
This year, Mr. McDaniel worries that the family company's revenue of about $100 million may drop by 20%. To cut costs, he is turning salaried drivers and packers into independent contractors, paid by the move. For those still on salary, he is freezing pay and suspending 401(k) contributions.
This summer he rented a house on a North Carolina beach rather than jetting to Jackson Hole, Wyo.
Among those sharing in the income setback at the top will be the charities to which Mr. McDaniel commonly gives. "If my business is off 20%, my salary may be off 20%, so my charitable giving should be off 20% too," he says.
Write to Bob Davis at bob.davis@wsj.com and Robert Frank at robert.frank@wsj.com
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On São Paulo's Mean Streets, the Rich Roll in Armored Splendor 
High Crime, High Tastes Drive Auto Upgrades; For One 19-Year-Old, a Bulletproof Pink Beetle
	Video
	Slideshow





By ANTONIO REGALADO

SÃO PAULO -- Everywhere 19-year-old Kareen Passos drives in her pink VW New Beetle, men approach her and onlookers shout "Barbie!"
They can look, but they dare not touch: Ms. Passos's car is bulletproof.
This metropolis of 10 million is the auto-armoring capital of the world, by some estimates. Last year alone, more than 3,000 automobiles were taken apart, and then put back together complete with steel door plates, windows five layers thick, and tires that keep rolling even after taking a bullet.
Over the last three years, the number of armored cars in Brazil has doubled as an explosion of wealth has sent the newly rich in search of ways to live safely in a class-driven society where the murder rate is nearly five times that of the U.S.
"I wouldn't drive it unless it was armored," says Ms. Passos. Her bedroom has a pink computer and pink snowboard in it. "Everything that is mine I personalize in pink. I think it's a very pretty and expressive color."
Unlike Ms. Passos and her attention-grabbing car, most Brazilians seek safety by trying not to call attention to themselves, or to their wealth. Publicly traded companies here don't report executives' salaries, fearing disclosure could turn them into targets. And the high-heeled feet of São Paulo's wealthiest women rarely touch the city's pavement. Many descend from their armored vehicles only in guarded garages.
Brazil's armoring industry, including some 120 companies that convert vehicles, got its first big break in 1999, when bandits tried to kidnap the children of Jorge Paulo Lemann, the most famous banker in Brazil. A magazine story headlined "The Hero Car" told the gripping tale of how the bandits' bullets bounced off the car's windows.
Although the market is still small -- less than one percent of all cars sold in Brazil get armored -- sales are jumping again, but this time on a quickening of Brazil's economy that's expanded the ranks of status seekers. "They want to wear a suit, have a nice watch and buy a nice car, so then it needs to be armored," says David Silva Ferreira, a salesman employed at a Mercedes showroom.
The country's armored-car fleet now numbers some 86,300 vehicles according to the Brazilian Association of Armoring, a São Paulo-based trade group. Another 6,000 are added annually.
Even the car-rental company Maxiauto has about 30 armored cars on offer. "You don't want to be the only one without," says rental manager Maria Tereza Soubihe, whose customers are often looking to impress clients or friends. On weekends, the company offers a "Bulletproof Bride" special. For $875, a driver in a steel-plated Chevy Omega whisks wedding clients to the hairdresser and then to church.


Armoring is a question that divides some Brazilian families on philosophical grounds. Ms. Passos's aunt, who runs a business taking Brazilians on Harley-Davidson tours in the U.S., says she thinks armored cars can exaggerate social divisions. "There's an aspect of keeping up with the Joneses to it," she says.
Bulletproof vehicles are already standard equipment for some big companies in Brazil. Steel giant Gerdau SA, for instance, offers the vehicles to all executives at the director level and above.
For car enthusiasts, the extensive alterations made to cars during armoring are a downer. Usually priced around $25,000, the process can double the price of a vehicle, and the 400 or so pounds of extra weight can cut a car's useful life in half. Auto dealers here advise clients not to drive armored vehicles more than 30,000 miles.
"When I wanted to get the BMW, my wife put down her foot. 'No sports car unless it's bulletproof," says Marcelo Morais, an entrepreneur whose advertising company has made him wealthy. But because the groaning weight of auto armor renders some electronic features useless, "I lose a lot of technology," says Mr. Morais. "The windows don't open and I can't use the remotes."
Some companies now are looking at what could be a growing consumer market. This year, for instance, DuPont launched a new technology in Brazil using Kevlar, the same material used in bulletproof vests. The process costs $10,000 but protects drivers only from .38 caliber handguns, not more powerful 9mm weapons. A DuPont promotional flier, targeting middle-class buyers, promises "peace of mind at accessible prices."
BSS Blindagens, another São Paulo company, recently began displaying an armored Smart minicar in its showroom. Given its 1,700 pounds and 85 horsepower, it may be the world's smallest passenger vehicle capable of resisting a .44 Magnum. The firm says it has two orders already from parents buying first cars for teen children.
Brazil's army keeps tabs on rolling fortresses. The army forbids automobiles with so-called Level III or IV armoring, the kind strong enough to resist military weapons. Having such super-cars on Brazil's roads "would not be convenient for internal security" an army spokesman said, since they could be used "in a rebellion."
Many armored-car owners declined to publicly discuss their security measures. "I am the opposite of the pink Beetle," said one finance executive who paid to armor an ordinary taxi cab and whose driver he pays. Edging unnoticed through São Paulo's thick traffic one evening, he explained that "the principle of an armored car is disguise and defense. Like the insect. Something very strong and very unseen."
In Ms. Passos's case, the student returned from a tour of New Zealand in 2007 with her heart set on a rose-colored car she'd seen during her trip. "I tried to offer her an Audi A3 but she only wanted the Beetle and everything of hers is pink," says her father, Valdir Passos.
He assured his daughter that her dream was impossible in Brazil, where nearly all cars are black or silver. But then he secretly purchased a new Beetle, which he had re-painted and then bulletproofed.
Mr. Passos, who also drives an armored car, says safety wasn't his only concern. "My greatest fear is to see disappointment on my daughter's face," he says.
Write to Antonio Regalado at antonio.regalado@wsj.com
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A Chronicler of Hollywood Stars, Gossip 





By STEPHEN MILLER

Long known as Hollywood's sunniest stargazer, Army Archerd was among the most influential gossip columnists -- one who also landed some of the industry's biggest scoops.
For more than five decades, his daily column was a closely parsed industry bible of Hollywood's comings and goings, deals, hits and bombs. Mr. Archerd died Tuesday at 87.
"Variety has lost the living memory of that time when the movies and the people who made them were truly magical," says Executive Editor Steven Gaydos.
The column invariably began with an upbeat "Good Morning" and sprinted through a dozen items with a prose style variously breathless and hard-boiled.
Getty Images

Army Archerd on the red carpet at the Academy Awards ceremony.
Mr. Archerd was best known as the guy in the tuxedo who lobbed softball questions at stars on the red carpet at the annual Academy Awards ceremony.
Though his breezy gossip predominated, Mr. Archerd also broke big Hollywood news. He chronicled the details of Elizabeth Taylor's marital woes and first revealed Warren Beatty's 1992 marriage to Annette Bening. His biggest scoop was a 1985 report that actor Rock Hudson had developed AIDS. "The whispering campaign on Rock Hudson can -- and should -- stop," the item began.
Mr. Archerd told The Wall Street Journal in 1993 that he sat on the story for months out of concern for Mr. Hudson's privacy. He reported it only after Mr. Hudson appeared haggard in public, prompting speculation.
A native of the Bronx, Armand Archerd moved as a teen to Los Angeles and got his first job in the Paramount Studios mailroom. During World War II, he served as a Navy lieutenant on a destroyer, where his duties included procuring movies for the crew.
"I went off and traded some of our fresh vegetables with bigger ships to get newer movies," he told the publication Contemporary Authors in 2002.
After the war, he helped Bob Thomas open an Associated Press bureau in Hollywood. The two wrote a daily column of interviews, movie reviews and gossip under Mr. Thomas's name. He later worked in a similar job at the Hearst-owned Los Angeles Herald-Express. "We had five editions and we'd always try to get something that would blow the top off the town," Mr. Archerd once said.
In 1953, he started "Just for Variety," his column that ran five days a week.
Mr. Archerd was friendly with his sources and conceded that he played the Hollywood game, treating sources kindly and accepting junkets to movie locations. He ticked off to a reporter a list of celebrity infidelities he had refrained from printing.
He didn't always pull his punches. When Michael Jackson's 1995 album "HIStory" included lyrics Mr. Archerd took to be anti-Semitic, he criticized the singer. Five days later, Mr. Jackson called Mr. Archerd, pledging to go back into the studio and change the lyrics. "His militancy wasn't something he kept in a drawer with his musty souvenirs," says Mr. Gaydos.
He retired in 2005, although he continued to contribute blog items to Variety up to this year, even as he fell ill with the mesothelioma that killed him.
Write to Stephen Miller at stephen.miller@wsj.com
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President Makes His Pitch 
Health Plan Cut to $900 Billion With Tax on Premium Coverage; GOP Unconvinced
	Video





By JONATHAN WEISMAN and JANET ADAMY

WASHINGTON -- President Barack Obama gave an emotional, sometimes contentious address to Congress on Wednesday, combining tough talk to opponents with olive branches on policy in a bid to break the impasse on revamping the health-care system.
Calling the initiative "my plan," Mr. Obama set the size of a health-insurance plan at $900 billion over 10 years, a figure smaller than versions approved in the House and fully paid for, he said, by spending cuts and tax increases. Most individuals would be required to purchase health insurance, but the costs would be mitigated by generous tax credits. Large employers would also face a requirement to offer health coverage to employees or pay a fine, while most small businesses would be exempt.
The president pledged to tackle medical-malpractice lawsuits in an overture to Republicans. He singled out his former presidential rival, Sen. John McCain, in embracing one of the Arizona Republican's health-care proposals. And he promised new cost controls that could scale back his plan if health-care inflation isn't brought under control.
But Mr. Obama chastised Republican leaders who talked of death panels. The president called it "a lie, plain and simple." He warned, "I will not waste time with those who have made the calculation that it's better politics to kill this plan than improve it....If you misrepresent what's in the plan, we will call you out. And I will not accept the status quo as a solution, not this time, not now."
Republicans in turn held aloft copies of health-care bills they have drafted in a quiet rebuke to a president who has said they have offered nothing constructive. One, Rep. Joe Wilson of South Carolina, shouted "lie" when Mr. Obama said his plan wouldn't cover illegal immigrants, though the Democratic bills circulating in Congress do exclude illegal immigrants from eligibility for subsidies. Mr. Wilson late Wednesday issued a statement apologizing to Mr. Obama for "this lack of civility."




Overall, Mr. Obama tried to make the case to consumers that his plan would provide more stability for those who already have insurance, and coverage for those who don't. Republicans said the plan is too expensive and will lead to excessive government control.
Mr. Obama embraced for the first time a proposal to impose a fee on insurers that sell high-end plans -- a concession that could hit not only lawyers and bankers but also unions that bargained for premium health plans.
And in an effort aimed at key Republican negotiators in the Senate, the White House outlined a new pilot program to move medical-malpractice cases out of the court system and put them before expert panels and arbitrators. White House officials say the program, first floated by President George W. Bush, would be instituted by executive order and wouldn't be included in the health-care legislation.
"I don't believe malpractice reform is a silver bullet," Mr. Obama said, "but I have talked to enough doctors to know that defensive medicine may be contributing to unnecessary costs."
It was one of the few areas of the plan that Republicans praised, and it won strong endorsement from doctors, who say the threat of lawsuits drives up medical costs by encouraging defensive medicine.
"We think this is just an excellent first step," said Rebecca Patchin, board chairman for the American Medical Association, the influential doctors' group.
The McCain initiative endorsed by Mr. Obama would allow high-risk individuals to join insurance pools that couldn't deny them coverage for pre-existing conditions. That would be in effect until 2013, when a broader, federally controlled insurance exchange would go into force.
That exchange should carry a government-run "public option" that would be self-sufficient and maintained by premiums, Mr. Obama said. He acknowledged alternative ideas by opponents of the public plan, such as nonprofit cooperatives, or a trigger mechanism that would start up the public plan only in states where health costs are not going down.
"But," he added to Democratic applause and Republican silence, "I will not back down on the basic principle that if Americans can't find affordable coverage, we will provide you with a choice."
In an interview, Mr. McCain said he was glad to get a nod from the president, but said Mr. Obama must do more to win over Republicans. "I think the cost is still the key issue and how you pay for it," Mr. McCain said.
In one of the speech's more emotional moments, Mr. Obama read excerpts from a letter that the late Democratic Sen. Edward Kennedy of Massachusetts asked to be delivered to the president upon his death.
Senior White House officials acknowledged the stakes for the speech were high, after heated town-hall meetings and other signs of public unease emerged this summer. Months ago, the president, who has long used his oratorical skills to get him out of political trouble, planned a speech to Congress or to the nation this fall to give health care a final push, but officials said the bruising summer had nudged that address forward.
Mr. Obama decried what he called a "partisan spectacle" that hardened "the disdain many Americans have toward their own government." He added that "the time for bickering is over. The time for games has passed. Now is the season for action."
Most of the proposals the president outlined in his speech were the same changes he has championed since he launched his effort to fix the health system in March. He proposed several steps similar to what congressional committees have already approved.
These include doing away with lifetime caps on coverage and "recissions," a practice used by insurers to drop customers once they get sick. Out-of-pocket expenses also would be capped. People who don't have insurance through their employer would be encouraged to buy plans on a federally operated policy exchange, and, if under a certain income, would be given tax credits to help them afford it.
Sen. Susan Collins, a Maine Republican the White House has hopes of winning over, complained the president didn't do enough to reach across party lines. "I understand his frustration with what had been some misrepresentations by both sides, but I thought that he could have been more conciliatory in his tone," she said.
Rank-and-file Republicans acknowledged the health-care system needs work. "It's clear the American people want health-care reform, but they want their elected leaders to get it right," Louisiana Rep. Charles Boustany, a cardiothoracic surgeon, said in his party's response to the president.
In an interview, Mr. Boustany acknowledged Republicans had done little to address the looming problems of health care when they controlled Washington. But the Democratic approach is too big, unfocused and fraught with potential dangers, Mr. Boustany said, and he predicted Mr. Obama's speech wouldn't change many minds.
Senate Finance Committee Chairman Max Baucus said he intends to bring a health-overhaul bill before his influential panel the week of Sept. 21. The Montana Democrat said he will continue to work toward winning Republican votes, but he made clear he intends to move forward with or without GOP backing. "This is our moment," he said.
Under the Obama malpractice initiative, states will be eligible for grants for experiments aimed at reducing lawsuits and promoting patient safety. One idea would encourage early disclosure of medical errors, rewarded by mediating claims rather than litigating. Another effort states could pursue would require individuals to obtain an affidavit issued by experts or panels of doctors stating that the case has merit before proceeding in court.
Illinois, Florida, Georgia and other states have experimented with such efforts. Measures promoting both those ideas were adopted by the House Energy and Commerce Committee in its health-care bill this summer.
In endorsing a tax on generous health plans, Mr. Obama risks alienating organized labor, a key ally in the debate. While that tax would be levied on insurers, "our concern is that the costs would get passed onto people who aren't the Goldman Sachs executives," said Gerald Shea of the AFL-CIO
The two potential compromises on the public plan didn't alleviate the concerns of insurers, who have been its fiercest opponents. They fear health-care cooperatives -- which would offer coverage to compete with private insurers and receive federal backing to get started, but wouldn't be run by the government -- would be exempt from the fines and regulations facing private plans.
"Government controls a lot of the spending today" in health care, said Alissa Fox, a senior vice president at the BlueCross BlueShield Association, which represents 39 independent insurers. "We don't think the solution is more government spending."
But Democrats were happy Mr. Obama was starting to lead. "I think tonight is the opening salvo of the Democrats' counterattack," said Rep. Eliot Engel (D., N.Y.). "We have been on defensive in August; today, in September, we go on offensive."
—Greg Hitt and Naftali Bendavid contributed to this article.
Write to Jonathan Weisman at jonathan.weisman@wsj.com and Janet Adamy at janet.adamy@wsj.com
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Banks Face Loss of Debt Guarantee 





By DAMIAN PALETTA and MARK GONGLOFF

WASHINGTON -- The Federal Deposit Insurance Corp. is preparing to wind down an emergency program it launched last year, which could become an early test of how the banking industry will fare without extraordinary government assistance.
The FDIC's program, which guaranteed debt issued by banks, is credited with helping to stabilize the financial system during last year's turmoil. The agency said it was considering either letting the debt-guarantee program expire on Oct. 31, or continuing it for another six months for "emergency" purposes. The latter would require case-by-case approval from FDIC Chairman Sheila Bair and a hefty fee from participants. "As domestic credit and liquidity markets appear to be normalizing and the number of entities utilizing the Debt Guarantee Program has decreased, now is an important time to make clear our intent to end the program," Ms. Bair said.
The debt-guarantee program is a part of the Temporary Liquidity Guarantee Program, which Ms. Bair reluctantly agreed to implement last fall under pressure from then-Treasury Secretary Henry Paulson and Federal Reserve Chairman Ben Bernanke. Many credit it with helping bring the banking industry back from the brink of collapse because it allowed banks, for a fee, to issue new debt with government backing that protects investors in the event of a collapse.
Banks leapt at the opportunity. As of Sept. 4, there was $304.14 billion in FDIC-backed debt outstanding, including promissory notes, commercial paper and unsecured portions of secured debt. To enact the program, the FDIC had to cite a "systemic risk" to the economy. The agency has collected roughly $9.3 billion in fees from banks that have participated, and to date has not faced any guarantee payouts.
Banks need to issue debt to fund their operations. When credit markets seized last year, the cost of issuing debt spiked because of worries that banks would later go bust. Many government officials and bankers believe the FDIC's program allowed banks to access funding at a time when they otherwise would have been frozen out.

As worries about the stability of the banking system have eased, many financial firms have been able to issue debt relatively cheaply without government backing. The program's largest users have issued more than $81.3 billion in medium-term debt outside of the program, according to data provider Dealogic. The number of government-backed deals, which hit a high of 60 in the first quarter, fell to eight in the third quarter.
The FDIC discussions represent an early example of how the banking industry and the federal government are gingerly unwinding their interconnected relationship. Next week, a government guarantee protecting investors against losses on money-market mutual funds is also set to expire, and officials say they expect to let it do so. In other areas, such as the housing market, government support will be harder to withdraw.
The biggest users of the debt-guarantee program were General Electric Co. and Citigroup Inc. Others, such as GMAC, the auto and housing lender that is essentially a ward of the state, relied heavily on it. Anne Eisele, a spokeswoman for GE, said the company has issued about $18 billion in debt without government guarantees and had already announced plans to stop using the program.
The FDIC proposed two options Wednesday for its exit strategy. One option is to allow the program to expire as scheduled on Oct. 31. Banks would not be able to issue any new government-backed debt after that date.
The other option is to wind down the program for most banks on Oct. 31, but to allow the FDIC to guarantee debt in "emergency" situations through April 30. Some government officials believe the FDIC might agree to that alternative because it gives the government flexibility if credit markets seize up again. The FDIC said federally insured banks and "certain other entities" participating in the program would be eligible.
The FDIC's proposal said any company participating in the "emergency" scenario would face an annualized fee of at least 300 basis points, or 3% of the amount of debt issued, substantially more than the 75 basis points initially charged. The FDIC could increase the fee if it felt the case posed a greater risk to the agency.
Write to Damian Paletta at damian.paletta@wsj.com and Mark Gongloff at mark.gongloff@wsj.com
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Judge Orders UBS to Set Aside $35 Million in Hedge- Fund Case 





By CARRICK MOLLENKAMP and SERENA NG

A Connecticut judge ordered UBS AG to set aside $35.5 million to cover a potential judgment against it in a case involving complex debt securities that the firm's employees called "crap" and "vomit," according the judge's Tuesday decision.
The case centers on the claim of Stamford, Conn., hedge fund Pursuit Partners LLC which claims that UBS, knowing that investment-grade debt securities were about to be downgraded, sold the securities to Pursuit in 2007 as the mortgage market was deteriorating.
In a statement UBS called the decision "preliminary" and said the firm is confident it would "prevail on the merits of the case."
The Pursuit case against UBS is notable because relatively few cases involving these debt securities, known as collateralized debt obligations, have been brought despite the historic, multi-billion-dollar meltdown since mid-2007 of the toxic securities and the mortgage loans that underpinned them.
For much of the past two years, regulators as well as private lawyers have looked for evidence that Wall Street banks and money managers knew the subprime market was in trouble yet masked the problem in their disclosures to investors. Burned investors from European and regional banks to pension funds and bond insurers have sued banks alleging they created and peddled similar securities at the height of the mortgage boom and portrayed them as safe, low-risk investments.
Until now, the litigation has revealed little about what the banks allegedly knew about the securities' risks.
UBS, in a bid to dominate fixed-income sales markets, made a push into the sales of CDOs underpinned by mortgage loans only to later incur billions of dollars in losses that contributed to an overhaul of bank management and a loss of investor confidence in the bank.
Connecticut Court Judge John F. Blawie's ruling cited an email from a UBS banker saying he had "sold more crap to Pursuit."
In its complaint against UBS, Pursuit alleged that UBS sold debt securities to Pursuit in 2007 without disclosing that the bank believed that ratings agencies were poised to downgrade the debt securities. Pursuit agreed to invest in the debt securities between July and October 2007. In October, Moody's Investors Service downgraded billions of dollars of CDOs, including those Pursuit bought. A few months later, Pursuit's securities defaulted and it lost its entire investment.
In his decision, Judge Blawie wrote that Pursuit had "presented sufficient evidence to satisfy the probable cause standard with respect to their claim that UBS was in possession of superior knowledge that was not readily available" to Pursuit.
In its statement, UBS said Judge Blawie's decision was a "preliminary procedure to require defendants to post security while a case is pending, nothing more. The decision is not a decision on the merits or a prediction of the outcome of the case. UBS is confident that it will prevail on the merits of the case."
Michael Burg, an attorney for Pursuit, said: "Cities, pension funds and investors have lost hundreds of millions of dollars because of what banks and rating agencies did to create highly rated CDOs when they knew subprime mortgages were a problem and downgrades were coming."
Pursuit also sued Moody's Corp. and McGraw-Hill Cos., the parents of rating agencies Moody's Investors Service and Standard & Poor's, alleging that they blessed the securities with good ratings to earn profits. The judge's ruling cited UBS emails that showed employees discussing possible Moody's rating downgrades in July 2007 before it sold the securities to Pursuit.
An S&P spokesman declined comment. A Moody's spokesman wasn't immediately reached for comment.
Write to Carrick Mollenkamp at carrick.mollenkamp@wsj.com and Serena Ng at serena.ng@wsj.com
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In a Cheap-Gas World, a Profit Patch 





By ANN DAVIS

Rock-bottom natural-gas prices aren't getting everyone down in the energy patch. Some participants are riding the downturn all the way to the bank.
Commodity traders and utilities have been stashing cheap gas in underground storage caverns during the past year. They have been locking in sales of the gas for future delivery at much higher prices on the futures markets or keeping costs low for electric power they produce in the future.
That is sparking a boom for companies that operate certain types of storage facilities, such as one controlled by Houston energy hedge-fund manager John Arnold.
View Full Image

Enterprise Products Partners LP

Enterprise Products Partners' gas-liquids separating complex in Mont Belvieu, Texas, is enjoying a robust business


And companies that turn natural gas into the raw material to make plastics, such as Enterprise Products Partners LP in Houston, are enjoying a boost, as crude-oil-based ingredients become pricey compared with gas.
The opportunities in a cheap-gas world underscore how operators in the energy business have learned to adapt to a range of market conditions. Some companies are prospering even as natural-gas producers come to the conclusion their fuel may be far cheaper for the foreseeable future.
Thanks to huge natural-gas finds over the past year and weak demand in the recession, natural-gas prices have fallen to seven-year lows. Natural gas for October delivery on the New York Mercantile Exchange settled at $2.829 per million British thermal units Wednesday, up 2.2 cents, or 0.8%, and off 79% from its high last summer. By November, most energy observers are predicting gas-storage caverns around the U.S. will be full.
Crude-oil prices, meanwhile, aren't down nearly as much, leading to an unusual gap between oil and gas compared with past years. Nymex crude prices settled Wednesday at $71.31 a barrel, up 21 cents, or 0.3%, but down 51% from the closing record in July 2008.
Crude oil historically has cost anywhere from six to 12 times more per barrel than natural gas costs per million British thermal units, a measurement of energy. As of last Friday, Nymex crude closed at a price 37 times higher than a key gas spot-market contract, said Rusty Braziel, managing director of Bentek Energy, a natural-gas research firm in Evergreen, Colo.
"Nobody, but nobody, thought it was going to get this extreme," Mr. Braziel said.
Some natural-gas storage operators are minting money from the glut of fuel. The storage "merchants," whose rates aren't federally set, have been able to charge market rates for services since federal regulators relaxed control over gas-storage pricing in the 1990s.
In 2006, Mr. Arnold of Centaurus Advisors LLC, whose hedge fund is one of the most active natural-gas traders in the business, created a company that bet on a growing need for gas storage. The company, NGS Energy LP, of Westport, Conn., built a series of storage caverns inside underground salt domes, and next to natural-gas pipelines and the power grid.
Its first facility opened for business in October 2008. Public data on the NGS Web site shows that its customers include electric utilities, gas-trading companies, gas producers and Wall Street banks. (Centaurus itself isn't a named customer; NGS declined to comment on Centaurus's gas-trading activities.)

Today, the price of gas for delivery in October is nearly $3 less than the price for delivery in October 2010, an unusually wide spread. As those spreads become wider, gas traders can make more profits, and NGS can charge more for its storage, said Laura Luce, NGS president.
That is because some of NGS's customers are reaping big profits by trading on their cheap gas. By storing gas they bought at low prices, they can sell it at a higher price on the futures market, or simply lock in low costs for power they will generate with the gas in the future. NGS is privately held and doesn't report results.
Enterprise Products Partners, an energy infrastructure firm, is profiting from a big rise in demand from petrochemical producers who want cheaper natural-gas feedstocks such as ethane to make plastics. Enterprise holds a large market share in the business of separating natural-gas liquids from pure natural gas through an industrial process called fractionation.
Executives said Enterprise's natural-gas liquids-processing facilities are operating at near maximum capacity, both because ethane and related plastics feedstocks are cheaper than competing crude-oil-based products and because natural-gas production has risen so fast -- and could stay high -- thanks to improved drilling techniques. Last month, Enterprise announced an expansion at its main gas-liquids separating complex in Mont Belvieu, Texas.
"A low gas-price environment is good for us, particularly low gas relative to crude oil," said Enterprise Chief Executive Michael Creel in an interview. Jim Teague, chief commercial officer, said the economically hard-hit petrochemical sector is using record amounts of natural-gas liquids, even though its facilities have cut back production overall in the recession.
"What we produce will be the preferred feedstock for the petrochemical industry for the foreseeable future," Mr. Teague said.
Write to Ann Davis at ann.davis@wsj.com
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Jobs Takes Stage at Apple Event 
	Video
	Slideshow





By YUKARI IWATANI KANE and JESSICA HODGSON

 Steve Jobs appeared in public for the first time since the Apple Inc. chief executive received a liver transplant earlier this year, showing he was back in charge and allaying some concerns about his health.
View Full Image

Associated Press

CEO Steve Jobs, who was greeted Wednesday by a standing ovation from the crowd, said he was back at Apple, loving every day of it.


Mr. Jobs, taking the stage at an event in San Francisco, unveiled new offerings that included an iPod Nano with a video camera, and stressed the use of the iPod touch as a platform for videogames. Apple also dropped prices across its iPod lineup as the company tries to revive slowing sales.
Investor reaction to the new iPods was lukewarm as Apple's stock closed down about 1% at $171.14 on Nasdaq, after hitting a 52-week high earlier in the session. "This happens every year," said Charlie Wolf, a Needham & Co. analyst, who has followed the company for 20 years. "The rumor sites go crazy, the stock goes up, the event occurs and the stock goes down."
Mr. Wolf added, however, that the stock might have fallen further if Mr. Jobs hadn't appeared at the event. Apple's shares have risen about 20% since Mr. Jobs returned on June 29.




Mr. Jobs, who had not been seen publicly since an October event, was clad in his usual black turtleneck and jeans. The 54-year-old appeared thin and spoke with a scratchy voice, but showed energy and enthusiasm.
"I'm very happy to be here with you all," said Mr. Jobs as he received a standing ovation. He explained that he had received the liver of a young adult who died in a car accident. "I wouldn't be here without such generosity," he said, urging others to become organ donors, too.
He added: "So I'm vertical, I'm back at Apple, loving every day of it."
Apple's CEO and co-founder returned to his post in late June, following a nearly six-month medical leave. Mr. Jobs, who has battled pancreatic cancer, worried investors last year by exhibiting noticeable weight loss. He bowed out of his usual keynote at the Macworld trade show in January and went on leave.
"He looked thin but much better than he had a year ago. Part of the reason was to show the crowd he's alive and kicking," said Needham's Mr. Wolf.
Apple showed off new iTunes software and iPods with lower starting prices amid slowing sales and increasing competition from companies like Microsoft Corp., which recently disclosed a new version of its Zune HD music player.
The iPod is still the dominant digital music player, with nearly 74% market share, according to Apple. But it has been eclipsed by the fast-selling iPhone. In the quarter ended June 27, iPod shipments fell 7% and revenue declined 11% from a year earlier, to $1.49 billion.
Apple lowered the starting price of its iPod Touch device, which is essentially an iPhone without cellular phone capability, to $199 from $229. The new iPod Nano, starting at $149, comes with an FM receiver and pedometer in addition to the built-in video camera but no still camera.
Comparing the latter feature to Cisco Systems Inc.'s popular Flip camcorder, Mr. Jobs said Apple would be offering a camcorder "for free" by building it into the Nano. Some analysts believe video cameras in iPods will become a popular way to upload video clips onto Google Inc.'s video sharing site YouTube.
An overhaul of the iPod line was widely expected, given the slowing sales of existing models and stiffening competition.
"They're just trying to segment the product line, and they're trying to get people to buy multiple iPods," said Gene Munster, an industry analyst with Piper Jaffray & Co. He noted that Apple didn't add a camera in the iPod Touch as had been widely expected, and Apple also didn't include a still camera with the Nano.
Mr. Jobs and other executives described the iPod as a portable computer that will become a major force in gaming, historically a weak spot for the company's computer business. The company stressed the success of games on the iPod Touch and the iPhone, compared with devices like Sony Corp.'s PlayStation Portable and Nintendo Co.'s DS.
"When these things came out they seemed so cool...but they don't really stack up anymore," said Apple marketing chief Philip Schiller.
Apple also unveiled a new version of its iTunes software and online store. Among the new features: greater ability to share music and other digital content between multiple computers in a single home and a feature called iTunes LP, which brings additional content such as lyrics, videos and artwork to albums purchased on the site.
Write to Yukari Iwatani Kane at yukari.iwatani@wsj.com and Jessica Hodgson at jessica.hodgson@dowjones.com
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BofA Returns Fire Against Cuomo 
Bank's War of Words Over Merrill Deal Continues After 'Spurious' Charges





By DAN FITZPATRICK and KARA SCANNELL

Bank of America Corp. said allegations of wrongdoing by New York Attorney General Andrew Cuomo in the bank's handling of the Merrill Lynch & Co. takeover were "spurious," while rejecting claims that the bank is hiding behind its lawyers.

Andrew Cuomo
In a letter to Mr. Cuomo's office, Lewis Liman, an attorney representing the Charlotte, N.C., bank, wrote that "no one has sought to take unfair advantage of the assertion of the privilege by hiding information from your office or anyone else."
Mr. Liman also said bank officials made no "false or misleading statements" about the payment of bonuses to Merrill employees and that there is no law requiring Bank of America to disclose that the securities firm's losses were growing before the deal was completed Jan. 1.
The heated response by Bank of America sets up a showdown with Mr. Cuomo, who is investigating the bank's disclosures about the Merrill deal for potential securities-law violations. Mr. Cuomo is contemplating charges against Bank of America executives for allegedly misleading investors about Merrill's financial condition.
A spokesman for Mr. Cuomo said Wednesday that the bank's letter was "riddled with inaccuracies."
In a separate court filing Wednesday, Bank of America said there was "no basis" for any suggestion that Bank of America lied about compensation at Merrill. The filing came in response to a demand by U.S. District Judge Jed Rakoff for more information about how the bank and the SEC reached their proposed $33 million settlement.
Bank of America told the judge that it didn't invoke reliance on counsel as a defense while discussing the SEC's case and repeated prior assertions that a proxy statement "was neither false nor materially misleading" about the Merrill bonuses, since it was widely known through press reports and financial reports that the bonuses would be paid.
The SEC disagreed, saying in its own court filing Wednesday that Bank of America's claims "run counter to the fundamental principle that it is the responsibility of the issuer" to provide accurate proxy statements.
The agency has been criticized by Judge Rakoff for fining the bank and, essentially, its shareholders, instead of pursuing charges against bank officials. The SEC said the "absence of individual charges does not diminish the appropriateness of this disposition with Bank of America," adding that it is "consistent" with the SEC's policies on corporate penalties.
In its court filing, Bank of America said it "stands ready to litigate" if the settlement isn't approved.
Write to Dan Fitzpatrick at dan.fitzpatrick@wsj.com and Kara Scannell at kara.scannell@wsj.com
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IEA Sees Global Oil Demand Rising 





By JAMES HERRON

LONDON -- The International Energy Agency Thursday revised up its forecast for world oil demand for the third consecutive month, citing stronger-than-expected economic growth in developing Asian economies and North America.
Global oil demand in both 2009 and 2010 is now expected to be 500,000 barrels a day higher than the organization's August estimate, at 84.4 million barrels a day and 85.7 million barrels a day respectively, the IEA said. Despite the increase, projected oil consumption this year will still be down 2.2%, or 1.9 million barrels, compared with last year, reflecting the still weak economy.
"Economic prognoses from the OECD and IMF are being revised higher, while baseline oil demand in the U.S., China and other Asia appears to be running stronger than preliminary estimates suggested," the Paris-based organization said in its monthly report.
Crude-oil prices rose almost $1 to more than $72 a barrel immediately after the release of the IEA figures, which came hours after the Organization of Petroleum Exporting Countries decided to keep its oil output unchanged at a meeting in Vienna. The price of October U.S. light sweet crude recently pared its gains to trade up 57 cents at $71.88 a barrel. 
OPEC ministers echoed the IEA's increasing optimism, saying they see a brighter outlook for oil consumption in Asia. "I am more confident today than what I was back in May" about China's economic recovery, Saudi Oil Minister Ali Naimi said. 
"We're looking East more these days," Kuwaiti Oil Minister Sheikh Ahmad Abdullah al-Sabah said. 
However, the IEA cautioned that rich country demand is set to remain weak for the remainder of the year and the true extent of the demand rebound in China is obscured by massive stock building there.
"It's difficult to discern the true strength of Chinese demand at the final consumer level," said the report's editor, David Fyfe.
Despite the increase, projected oil consumption this year will still be down 2.2%, or 1.9 million barrels a day, compared with last year, reflecting the still weak economy. 
In August OPEC was still pumping significantly above its output target as some members continue to exceed their quotas, the report said. Excluding Iraq, which isn't subject to quotas, OPEC supply in August was 26.3 million barrels a day, 1.4 million barrels a day above the group's target. 
OPEC acknowledged Thursday that compliance with its target of 24.9 million barrels a day is only 68% to 70% and behind the scenes in its Vienna meeting members pledged to improve their adherence to existing output quotas. 
The report also highlighted high stock levels in heating oil and diesel ahead of the winter.
"Some 60 million barrels of products, mainly middle distillates, are being held in floating storage, largely off Europe," it said.
How the winter heating season plays out will be a key factor in future OPEC decisions, said the IEA's Mr. Fyfe. "They would be looking for winter (demand) together with greater (quota) compliance to whittle into that stock overhang," he said. 
Non-OPEC oil supply forecasts were unchanged from last month's report, although Mr. Fyfe said there could be "revisions to non-OPEC supply numbers for the second half of the year if we get through the Hurricane season unscathed." 
Write to James Herron at james.herron@dowjones.com



Retail Health Clinics Move to Treat Complex Illnesses, Rankling Doctors 





By AMY MERRICK

 Retail health clinics are adding treatments for chronic diseases such as asthma to their repertoire, hoping to find steadier revenue, but putting the clinics into greater competition with doctors' groups and hospitals. 
Walgreen Co.'s Take Care retail clinic recently started a pilot program in Tampa and Orlando offering injected and infused drugs for asthma and osteoporosis to Medicare patients. At some MinuteClinics run by CVS Caremark Corp., nurse practitioners now counsel teenagers about acne, recommend over-the-counter products and sometimes prescribe antibiotics.
View Full Image

Associated Press

A nurse practitioner with a patient at a retail clinic in Wilmington, Del.


The new strategy comes as an initial thrust by clinics providing basic services fizzled. CVS pared its expansion plans and Wal-Mart Stores Inc., which two years ago outlined plans to house 400 clinics, closed many clinics as several operators went out of business. Charging between $50 and $75 a visit, the clinics didn't generate enough revenue to cover startup costs.
As part of their efforts to halt losses at the clinics, the chains are lobbying for more insurance coverage, and angling for a place in pending health-care reform legislation, while trying to temper calls for regulations.
"We think we can play a big part in whatever we see in health-care reform," said Walgreen Chief Executive Gregory Wasson.
The survivors now expect to succeed by offering more complex and costly treatments, by generating more visits from treating chronic illnesses such as diabetes, and by more closely linking the clinics to pharmacy services. For example, the Gardasil HPV vaccine, which Walgreen began offering in September 2008, costs $214.99 for the first dose and $184.99 for each of the second and third doses.
Associated Press

Walgreen, the second-largest pharmacy chain by stores, plans to start a pilot program for managing diabetes in coming months. The program will coordinate its pharmacies, retail clinics, call centers and mail-order operations. Diabetes patients may browse the rest of the store for testing supplies such as blood glucose meters and strips, and sugar-free candy. The company has nearly 350 clinics in its drugstores and at big employers including Toyota Motor Corp. and Walt Disney Co.
CVS's MinuteClinic is piloting a rapid test for conjunctivitis, or pinkeye, at its Atlanta clinics and working with the Cleveland Clinic to provide care to asthma patients.
But such moves are raising the ire of physicians' groups that see the in-store clinics as inappropriate venues for treating complex illnesses. In May, the Massachusetts Medical Society urged its members to press insurance companies on co-payments to eliminate any financial incentive to use retail clinics.
"The whole notion of diagnosis and treatment is not just about passing out pills based on a cookbook recipe," said Dr. James Milam, president of the Illinois State Medical Society and an obstetrician and gynecologist in Vernon Hills, Ill. "We look for coordinated, continuous, comprehensive care, not episodic, fragmented, drive-through care."
Nurse practitioners and physician assistants, who typically staff the clinics, "are very important parts of health-care teams," said Dr. Ted Epperly, president of the American Academy of Family Physicians and a family doctor in Boise, Idaho. But "for them to create retail health clinics and take care of the community as if they were family physicians, that's not their skill set."
Dr. Troyen A. Brennan, chief medical officer of CVS Caremark, said nurse practitioners are "well trained to address diseases like diabetes [and] hypertension."
The clinics are helping alter the practice of medicine. Doctors are expanding office hours to evenings and weekends. Hospitals are opening more urgent-care centers to treat relatively minor health problems.
The clinics' weak finances leave them little choice but to expand services. There were 1,110 retail health clinics in the U.S. as of Sept. 1, 65 fewer than at the start of the year, says Merchant Medicine LLC, a research and consulting firm in Shoreview, Minn., that tracks the business.
CVS Caremark expects its MinuteClinic operations this year will lose five cents to six cents a share. It forecasts the clinics will cover its costs by the first half of fiscal 2012. Walgreen projects Take Care will become profitable in the next few years.
Late fall and winter are the times of highest consumer demand for the clinics, said Dr. Brennan. "By emphasizing new products, we're trying to spread that out," he said. By monitoring more chronic diseases, the clinics can nudge customers to regularly take prescriptions, he said.
Write to Amy Merrick at amy.merrick@wsj.com
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GM Expected to Unveil Opel Decision 





Dow Jones Newswires

FRANKFURT -- The labor representative of Adam Opel GmbH, the German unit of General Motors Co., confirmed Thursday there will be a press conference concerning GM's plans for Opel in the afternoon.
However, GM and Opel said they won't join speculation about a press briefing Thursday.
"Should there be something to announce, we will do this in due time," Opel said in a statement. "The company takes note of the public activities of the labor representatives, without commenting on them," it added.
Earlier, labor representative Klaus France told Germany's ZDF station that the press conference will take place around 1200 GMT or 1230 GMT. Mr. Franz said he had only "indications" of GM's decision on the car unit, and didn't elaborate.
The press conference follows GM's board meeting on Tuesday and Wednesday.
Separately, Harald Lieske, labor representative of Opel's Eisenach plant, told radio station Inforadio that he had been informed by Juergen Reinholz, the economic minister of the German state of Thuringia, that GM has reached a decision on the future of Opel.
GM could sell control of Opel to either Canadian auto-parts supplier Magna International Inc. or Belgian private-equity firm RHJ International S.A., keep the unit and restructure it on its own, or liquidate Opel.
Write to Dow Jones Newswires editors at asknewswires@dowjones.com



Suntory Says It Is in Talks to Buy Orangina 





By DANA CIMILLUCA, PETER LATTMAN and HIROYUKI KACHI

Japanese beverage giant Suntory Holdings Ltd. said it is in talks to acquire Orangina, maker of the famed soft drink.
A Suntory spokeswoman said Thursday "it is true that we are negotiating," but she said nothing has been decided, including the timetable and the transaction value.
Bloomberg News

A deal for Orangina, which could be reached this week, according to people familiar with the matter, would mark the latest ownership twist for the closely held firm, which bottles, distributes and franchises a range of soft drinks, including its trademark sparkling orange beverage. It had 2008 revenue of about $1.5 billion.
The price couldn't be learned, but it is likely to exceed the $2.6 billion that private-equity owners Blackstone Group and Lion Capital paid for the company in 2006.
The talks are at a delicate stage, and a deal isn't guaranteed. News of the talks mark the second possible substantial European consumer deal this week, following Kraft Foods Inc.'s decision to launch a $16.73 billion offer for Cadbury PLC of the U.K.
The potential deals show that after a period of inertia, the global mergers-and-acquisitions market may be coming back to life.
Suntory, a closely held company that bottles and distributes PepsiCo Inc. products in Japan, had about $16 billion of sales last year. A deal for Orangina, based in the Paris suburb of Levallois-Perret, would come as Suntory itself is in parallel merger talks with Kirin Holdings Co.
Orangina, which also counts Schweppes and other brands among its stable, has a rich ownership history. The private-equity firms bought it in 2006 from Cadbury, which spun off the rest of its soft-drinks business last year. It had earlier been owned by French beverage powerhouse Pernod Ricard SA. France blocked Coca-Cola Co. from acquiring Orangina from Pernod Ricard in 1998.
An Orangina deal would be a welcome sign for beleaguered private-equity firms, which have been hobbled by the mergers-and-acquisitions drought and the disappearance of the easy credit on which they thrived. A three-year exit from Orangina with the kind of gain the firms are likely to book would be an ideal outcome for Blackstone and Lion.
With a sudden spurt of merger and capital-markets activity, private-equity firms are scurrying to exit holdings and return money to their investors after almost two years of paralysis.
Though not immune from the financial downturn, the beverage industry has held up relatively well because it counts on the repeat purchase of inexpensive products. But after successfully enacting price increases to offset rising ingredient costs last year, the industry now faces a tougher time passing on price boosts as consumers tighten their belts and inflationary pressures ease, according to a Moody's Investors Service report issued this month.
Write to Dana Cimilluca at dana.cimilluca@wsj.com, Peter Lattman at peter.lattman@wsj.com and Hiroyuki Kachi at hiroyuki.kachi@wsj.com
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Banks, Tech Stocks Help Nikkei 





By V. Phani Kumar in Hong Kong and Rosalind Mathieson and Leslie Shaffer in Singapore 
Asian markets ended mostly higher Thursday, with Japan's benchmark index gaining as bargain hunters snapped up banks and technology stocks after recent declines.
The Nikkei 225 Average rose 2% to 10513.67, with banks rebounding after falling sharply recently on concern they may have to raise capital after the G-20 nations agreed to tighten capital requirements last week. Leading the bounce Thursday, shares of Mitsubishi UFJ Financial Group rose 4.4%, with Sumitomo Mitsui Financial Group rising 3.6% and Mizuho Financial Group gaining 2%.
Chinese shares again defied the broad trend in Asia to end a seven-session winning run as metals producers and auto makers retraced some of their hefty gains of late. But analysts remained confident likely strong economic data for August due Friday could spur further advances.
"There is strong evidence of accelerating domestic economic growth in response to the fiscal stimulus program of last November and front loading of overall 2009 bank lending in the first half of the year," Cantor Fitzgerald analysts Uwe Parpart and Wing Sze Liu wrote in a report. "We expect the August data due out [Friday] to reinforce those trends," they said, adding the Shanghai Composite was expected to hit 3800 by the first quarter of 2010.
In Thursday's trading, the benchmark index ended down 0.7% at 2924.88, with recent gainers leading declines. Zhongjin Gold fell 3.4%, Jiangxi Copper shed 1.6% and Baoshan Iron & Steel gave up 1.5%.
Elsewhere, Hong Kong's Hang Seng Index added 1.1%, South Korea's Kospi climbed 2.3%, Australia's S&P/ASX 200 advanced 1.1%, New Zealand's NZX 50 inched up 0.3% and Taiwan's Taiex edged up 1.1%. In afternoon trading, India's Sensex rose 0.6% and Singapore's Straits Times advanced 1.1%.
Dow Jones Industrial Average futures were up 15 points in screen trade.
The gains in Tokyo were in spite of data showing Japanese core machinery orders fell by a steeper-than-expected 9.3% in July from the previous month.
"Machinery orders in July were weak, but leading indicators of corporate investment are turning. The rise in capacity utilization and corporate profitability points to stronger investment," Macquarie Group economist Richard Jerram said.
Shares of Kirin Holdings rose 1.2% after Suntory Holdings confirmed it was in talks to buy soft drink maker Orangina SAS; Suntory itself is in parallel merger talks with Kirin Holdings.
Semiconductor shares advanced around the region after Texas Instruments raised its third-quarter outlook in further evidence of improving demand. Elpida Memory climbed 3.4% and Tokyo Electron added 2.8% in Tokyo, Taiwan Semiconductor Manufacturing Co. rose 2.4% in Taipei and Hynix Semiconductor advanced 2.6% in Seoul.
In Mumbai, shares of Bharti Airtel climbed 1.3% after people familiar with the situation told Dow Jones Newswires the mobile-services operator had increased its offer for a 49% stake in South Africa's MTN Group by about $900 million to a total of $14 billion in cash and stock. Bharti had earlier denied a Bloomberg report that it has reached a preliminary agreement with MTN after sweetening its offer.
Taiwanese financial stocks gained after the Economic Daily News quoted an unnamed senior finance official as saying Taiwan and China have resolved most of the issues hindering the signing of a memorandum of understanding on financial sector cooperation. Fubon Financial Holding climbed 5.4% and Cathay Financial Holding added 3.5%.
Genting Singapore fell 5% in Singapore trading recently as trading resumed after Wednesday's news of its S$1.63 billion ($1.15 billion) rights issue.
In currency trading, the euro was recently buying $1.4556, from $1.4551 late in New York, and 134.11 yen, from 133.90 yen, while the U.S. dollar was at 92.10 yen, from 92.08 yen.
The Australian dollar also turned weak after data showed the economy shed 27,100 jobs in August, which was worse than economists had expected. The Australian dollar was recently buying 85.76 U.S. cents.
October Nymex crude oil futures were recently 74 cents higher at $72.05 a barrel on Globex, after weekly U.S. oil inventory data from the American Petroleum Institute showed a higher-than-expected drop of 7.2 million barrels in oil stocks. Earlier, the Organization of Petroleum Exporting Countries agreed, as expected, to keep oil-production quotas unchanged.
Spot gold was flat at $992.60 a troy ounce, with much debate on whether the yellow metal can retake – and hold - the $1,000 mark.
Write to V. Phani Kumar at phani.kumar@dowjones.com, Rosalind Mathieson at rosalind.mathieson@dowjones.com and Leslie Shaffer at leslie.shaffer@dowjones.com



Warner Bros. Takes DC Comics More Closely Under Its Wing 





By LAUREN A. E. SCHUKER

Batman, meet Harry Potter.
Time Warner Inc. is folding its comic-book unit, DC Comics, into its studio and renaming the operation DC Entertainment Inc., just a week after Walt Disney Co. agreed to buy Marvel Entertainment Inc.
View Full Image

Warner Bros./Everett Collection

"The Dark Knight," released last year, has been DC Comics' standout performer.


The company said the restructuring will help Warner Bros. take better advantage of the potential of the DC's characters across all of the company's outlets, including movies, television, and consumer products.
DC Comics, home of the Batman and Superman franchises, merged with Warner in the late 1960s and became part of Time Warner in the 1989 merger. But integration of DC's brands into the rest of the studio's operations has been an area of weakness for Warner Bros. in recent years, despite movie audiences' appetite for comic-book fare. While Batman sequel "The Dark Knight" was a huge hit for the studio, other films on DC characters have fared poorly at the box office.
As part of the restructuring disclosed Wednesday, Diane Nelson, a long-time Warner executive who has overseen the "Harry Potter" phenomenon since 2000, was appointed to run the new division.
"Our plan is to bring DC properties deeper into the fold at Warner Bros., and look how we can better leverage our resources," Ms. Nelson said.
Marvel, in conjunction with other Hollywood studios, has turned superheroes like Spider-Man and X-Men into big-screen stars.
The DC Comics characters haven't kept pace. "Catwoman," which came out in 2004, was a box-office bust. In 2006, Warner Bros. released "Superman Returns" with hopes of rebooting the franchise but the film disappointed fans who wanted more action. The film grossed less than expected. "Watchmen," released earlier this year, also underperformed expectations.
While the move comes on the heels of the Disney-Marvel news, Time Warner said the creation of DC Entertainment has been in the works for more than a year.
"We do not view ourselves as competitors with Marvel," said President of Warner Bros. Pictures Group Jeff Robinov, who will oversee the new company. "Any investment made in the comic books space greatly helps the genre for all content producers," he added.
Jeff Gomez, president and CEO of Starlight Runner Entertainment and a producer who has consulted on some top franchises, such as Hasbro's "Transformers," says that Warner Bros.'s new structure will help to bring some much-needed consistency to the DC characters.
DC Entertainment will work with all of the Warner Bros. divisions on integrating the stable of comic-book characters across its videogame, movie, television, online, and consumer-products divisions.
Write to Lauren A. E. Schuker at lauren.schuker@wsj.com



Vivendi Targets Brazil For Telecom Growth 





By MAX COLCHESTER

PARIS -- French telecom and media company Vivendi SA Wednesday unveiled a €2 billion ($2.9 billion) bid for Brazilian fixed-line telecom operator GVT Holding SA, as part of a wider strategy to offset slowing growth in Europe by investing in emerging markets.

Vivendi, which owns French telecom operator SFR, has been expanding its telecom business around the world over the past few years as its fixed-line business in Europe has suffered by consumers' increased use of mobile phones.
"It is not in our DNA to buy slow-growing assets in slow-growing markets," Vivendi Chief Executive Jean-Bernard Levy said in an interview.
Brazil is the largest telecommunications market in Latin America by revenue -- and Spain's Telefónica SA is a key player there in wireless and fixed-line businesses. GVT started in 2000 and operates in 72 cities in midwestern and southern Brazil, and some northern states. Vivendi says GVT has 2.3 million customers and had sales of $800 million last year; a UBS research note said GVT has 4% of Brazil's market.
As regulators open the Brazilian fixed-line telephone market to competition, Vivendi says GVT can win market share from current operators. Mr. Levy says GVT now has access to all of Brazil, whereas before it had access to only a third of the country. He said GVT's revenue had grown 30% for two successive years.
Some analysts, however, questioned the long-term benefits of investing in Brazil's fixed-line business just as Brazilians are turning to mobile telephony.
"We are not getting into the mobile business. We are going to focus on GVT's strategy, which is to focus on the fixed-line services," Mr. Levy said in the interview.
The Paris-based company -- which owns record company Universal Music and videogame maker Activision Blizzard -- is also hoping to profit from GVT's growing presence in the Brazilian broadband Internet market. Internet penetration is still low at about 5%, compared with France's 30%, according to French brokerage firm CM-CIC.
The deal requires the approval of GVT's board and shareholders. Vivendi, whose board also has to approve the deal, said the offer would only go ahead if it obtained at least 51% of GVT's capital and if it completes due diligence by Oct. 16.
"GVT looks like an attractive operator with strong growth potential, but the price Vivendi is ready to pay seems quite high," Exane BNP analyst Charles Bedouelle said in a research note. Vivendi's cash offer of 42 Brazilian reals ($22.98) per share represents a 15.83% premium to GVT's latest closing share price.
—Ruth Bender contributed to this article.
Write to Max Colchester at max.colchester@wsj.com
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In Europe, Goldman's Blankfein Assails Pay 





By ULRIKE DAUER

FRANKFURT -- The chief executive of Wall Street firm Goldman Sachs Group Inc., Lloyd Blankfein, said that anger over bank compensation and bonuses was "understandable and appropriate" and that multiyear guaranteed employment contracts "should be banned entirely."

Lloyd Blankfein
The comments at a banking conference here were in line with existing compensation practices at Goldman, which include allowing the firm to seize bonuses it already has paid if the underlying bets backfire later.
Still, Mr. Blankfein's remarks underscore a divide among banks and securities firms about how traders and investment bankers should be paid as financial markets get back on their feet.
Governments around the world also disagree on what should be mandated to avoid repeating the excessive risk-taking that led to losses. France and Germany have moved to limit the size of banks and bonuses paid to executives; leaders of the Group of 20 nations will discuss the issue at their summit in Pittsburgh later this month.
On Wednesday, the Netherlands Bankers' Association said it will implement a code of conduct for banks next year that will limit the level of bonuses. Starting Jan. 1, bonuses for board members can't exceed their fixed income by more than 100%, and bonuses could be clawed back "if long-term targets will not be met," said a spokesman.
Mr. Blankfein, who got $1.1 million but no bonus in 2008, said Wednesday that guaranteeing compensation over a multiyear period is "bad for the long-term interests of our industry and the financial system."
But he didn't criticize Goldman's culture of lucrative compensation, including a 33% jump in compensation and benefits in the first half of this year. The second quarter was the most profitable quarter ever at Goldman.
Some securities-firm executives and regulators insist that reining in pay practices too tightly could harm competitiveness. Meanwhile, some traders are taking legal action to defend their bonuses. A group of 72 former and current fixed-income traders at Dresdner Kleinwort on Tuesday filed a claim in the U.K.'s High Court for €34 million ($49.3million) in unpaid bonuses that they say they are owed following the firm's takeover by Commerzbank AG.
Write to Ulrike Dauer at ulrike.dauer@dowjones.com
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Banks Load Up on Mortgages, in New Way 





By DAVID ENRICH

Banks have been silent partners in the meteoric rise of the Federal Housing Administration.
In the past year, the nation's financial institutions have snapped up securities backed by Ginnie Mae, a government-owned agency that guarantees payments on mortgages backed by the FHA. That helped drive demand for Ginnie securities and created an outlet for billions of dollars of FHA-backed loans made to borrowers who in many cases couldn't afford big down payments.
As of June 30, the roughly 8,500 federally insured banks and thrifts were holding $113.5 billion of Ginnie securities, compared with just $41 billion a year earlier, according to a Wall Street Journal analysis of bank financial disclosures. It is the largest amount that banks have reported holding since at least 1994.

Banks, sometimes with the blessing of federal regulators, have been loading up on Ginnie securities for one main reason: They make their balance sheets look healthier. Since the securities are guaranteed by the government, federal banking regulators have deemed them risk-free, meaning that adding them to a bank's investment portfolio, or replacing assets deemed riskier, lowers the overall risk of the portfolio in the eyes of regulators.
Some banks have used government cash infusions under the Troubled Asset Relief Program to buy Ginnie Mae bonds.
Having an eager buyer for its securities has made it easier for Ginnie Mae to increase the amount of debt it issues, though there appears to be no connection between the banks' increased appetite and the increasing supply of Ginnie Mae securities.
Because Ginnie Mae can issue significant amounts of securities, the FHA can back more loans and the high demand helps keep interest rates low. The irony is that banks that are reluctant to lend and are trying to unload their own mortgage holdings are at the same time helping to prop up the housing market by buying up securities backed by mortgages.
Through August, Ginnie had backed $298 billion of mortgage-backed securities in 2009, the most in its 41-year history and nearly double the amount in the same period last year. That represents about 20% of total new mortgages in the U.S. In addition to FHA-backed loans, Ginnie also guarantees securities comprising mortgages backed by the Department of Veterans Affairs and other federal agencies.
Ginnie and the FHA, units of the U.S. Department of Housing and Urban Development, have become two of the most powerful mortgage financiers in the U.S. When banks make home loans, the FHA insures them against default. Then the mortgages are pooled together and packaged into mortgage-backed securities. Ginnie guarantees that buyers of those securities -- including banks and other investors -- will continue to receive interest and principal payments on the debt, even if borrowers start to default.
FHA Paying the Price?
Over the past year, FHA has played a key role in supporting the struggling housing market by buying up mortgages made to home buyers who can't afford big down payments or homeowners who want to refinance but have little equity in their homes. The FHA may be paying a price for all its lending. Rising losses on the mortgages have drained the agency's reserves.
Holding Ginnie bonds help banks look better because federal bank-capital guidelines give the Ginnie securities a "risk weighting" of 0%. That means banks don't have to hold any cash in reserve to protect against losses. By contrast, securities backed by Fannie Mae and Freddie Mac, the two mortgage giants seized by the government,carry a 20% risk weighting, meaning some cash needs to be set aside to hold them, even though most banks and investors think there is scant risk of Fannie or Freddie securities defaulting. Privately issued mortgage-backed securities can receive risk weightings of 50%, while many other types of debt carry 100%.
Because of the different risk weightings, bankers say they are selling relatively safe assets like Fannie securities and replacing them with Ginnie securities. The move doesn't shrink banks' balance sheets or remove their troubled assets. But it reduces their total assets on a risk-weighted basis. That is important because risk-weighted assets are the denominator in some key ratios of bank capital.
"With the pressure for capital, that's really made the Ginnie Maes more attractive," said John C. Clark, chief executive of First State Bank in Union City, Tenn. The bank's holdings of Ginnie securities jumped to $66 million at June 30 from less than $4 million a year earlier.
Like some peers, First State bankrolled those purchases partly with taxpayer dollars that were intended to stabilize the banking industry and jump-start lending. The 32-branch bank used a "significant portion" of the $20 million it received through TARP to buy Ginnie securities, Mr. Clark said.
Mr. Clark credits the strategy with helping First State preserve its capital ratios even as loan defaults swelled to $9.5 million on June 30 from $1.6 million a year earlier. During the same period, its total risk-based capital ratio climbed to 11.3% from 10.7%. That gave First State some breathing room above the 10% ratio regulators require for banks to be deemed "well capitalized."
This spring, executives from Warren Bancorp Inc., a small Michigan lender struggling with rising losses, sat down with examiners from the Federal Reserve to discuss the bank's dwindling capital. Bank officials pitched the idea of buying millions of dollars of Ginnie securities
"The examiners thought it was a good strategy for us to use," said Kim Keeling, the six-branch bank's chief financial officer. She called it "the quickest and the least costly option" for addressing the bank's depleted capital ratios.
Ms. Keeling acknowledged that the strategy doesn't ease the bank's underlying problems. "The whole capital ratio can be manipulated ... in many ways to make it appear better or worse," she said.
A Fed spokeswoman declined to comment.
Some bankers and other experts criticize the strategy's benefits as largely cosmetic, saying it is an example of how the federal rules governing bank capital are prone to manipulation. Buying Ginnie securities "helps alleviate some of the pressure but doesn't address the problem at large," said Ken Segal, senior vice president with Howe Barnes Hoefer & Arnett, a brokerage firm that advises small and midsize banks. "There's still the endemic problem" of bad loans.
Others say bank purchases of Ginnie securities are a prudent risk-reduction strategy. Bankers rightly perceive Ginnie securities as safer than almost any other investment, said Roger Lister, chief credit officer for financial institutions at bond-rating firm DBRS. "It may not just be for regulatory-capital arbitrage," he said.
Prosperity's Buying
In St. Augustine, Fla., Prosperity Bank increased its holdings of Ginnie securities tenfold over the past year. The lender, with 20 branches and $1.2 billion in assets, simultaneously dumped most of its Fannie and Freddie securities, even though they seemed safe.
"There's no more risk in Fannie and Freddie securities than in a Ginnie security," despite the different capital treatments, said CEO Eddie Creamer.
Mr. Creamer worries the capital rules could inadvertently make mortgages harder to come by. As banks dump Fannie and Freddie securities, their prices are likely to come under pressure. That inflates their yields, which translates into higher interest rates on the mortgages that they finance.
"It has a broader implication on the availability of those mortgages and the costs of those mortgages," Mr. Creamer said.
—Maurice Tamman contributed to this article.
Write to David Enrich at david.enrich@wsj.com
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U.K. Aide to Advise Funds on Rules 





By LAURENCE NORMAN and MARGOT PATRICK

LONDON -- The U.K.'s hedge funds and private-equity firms have to adjust their tactics in their opposition to a European Commission directive, the U.K.'s financial-services minister Paul Myners plans to say late Thursday.
Earlier this year, the European Union unveiled the Alternative Investment Fund Managers directive, requiring them to disclose more information and hold minimum levels of capital, among other things. Hedge-fund managers say the disclosures will erode their competitive advantage, and British officials fear it could drive some U.S. and Asia-based firms out of London.
The U.K. government fears hedge funds and private-equity firms' blanket rejection of the directive actually helps their opponents, by making it seem the industry wants only to return to the pre-crisis status quo.
Lord Myners plans to say the government supports some tightening of regulation and EU-wide standards, an official for the U.K.'s Treasury said, and that businesses needed to have face-to-face meetings with government officials, as well as to start offering constructive counter proposals, rather than wholesale dismissals. "We haven't yet seen the effort needed from the industry," he said.
Write to Laurence Norman at laurence.norman@dowjones.com and Margot Patrick at margot.patrick@dowjones.com
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Schwartz Hires From Goldman 





By AARON LUCCHETTI

 Alan Schwartz, former chief executive of Bear Stearns Cos., is filling out his new team of investment bankers at Guggenheim Partners LLC by hiring a departing partner from Goldman Sachs Group Inc.
 Peter Comisar, 42 years old, will work from Guggenheim's office in Los Angeles and advise consumer and retailing companies, among others. Mr. Comisar, who recently told colleagues at Goldman that he was leaving the firm after 20 years, previously has advised executives from Safeway Inc., Costco Wholesale Corp., Nordstrom Inc. and BCBG Max Azria Group.
Mr. Comisar was close to Jon Winkelried, the Goldman co-president who retired earlier this year. Mr. Comisar said his first job at Goldman was working as an analyst for Mr. Winkelried.
Since moving to Guggenheim in June as executive chairman, Mr. Schwartz has brought on board about a dozen bankers. Some of them came from Bear, including Andrew Decker, Eric Rutkowski and Hans Toro.
Mr. Schwartz, long known as one of Wall Street's biggest deal makers, worked at Bear for 32 years, including a few months as CEO before the securities firm was sold under pressure to J.P. Morgan Chase & Co. last year.
Guggenheim, founded by the family best known for establishing the Guggenheim museums, has about 800 employees, with headquarters in New York and Chicago. It supervises more than $100 billion in asset-management and advisory accounts.
Smaller financial firms such as Guggenheim are working to make inroads against bigger firms battered by the financial crisis of the past two years. In recent weeks, though, fewer people are looking to leave large banks as profits and potential compensation at those companies rebound.
Write to Aaron Lucchetti at aaron.lucchetti@wsj.com
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Stock Gains Cool After Beige Book 
	Video





By PETER A. MCKAY and GEOFFREY ROGOW

Industrial stocks strengthened on Wednesday but the broader stock market's gains were reined in after the Federal Reserve's beige book report raised new concern about consumer spending.
The Federal Reserve said in its beige book of regional economic reports that manufacturing had improved in most areas as the broader economy continued to steady this summer.
But the Fed report also flagged concern about the health of consumer spending, which accounts for most demand in the U.S. economy. Retail sales were flat in most regions despite a boost from the government's "cash-for-clunkers" effort that let consumers trade in older, fuel-drinking vehicles for more efficient cars.
The Dow Jones Industrial Average, which had climbed more than 60 points in earlier trading, rose 49.88 points, or 0.5%, to 9547.22, supported by gains for companies like Boeing, Caterpillar and General Electric. But weakness in consumer stocks like McDonald's, which reported disappointing U.S. sales, Wal-Mart Stores and Home Depot held the benchmark back.
The beige book "certainly wasn't glowing toward the consumer," said Burt White, chief investment officer at LPL Financial.
That stocks behaved as they did after the report is "an indication that one of the things that still concerns this market is whether the consumer is going to be able to pick up spending," Mr. White added. "We won't be able to move too far into a recovery until we see the consumer start to pick up the pocket book."
The S&P 500 was up 0.8% to 1033.37, boosted by a 1.7% gain in its industrials sector. The Nasdaq Composite Index was up 1.1% at 2060.39.
Investors generally remained cautious. "I'm getting a little more comfortable with this market from a fundamental standpoint," though it also remains prone to short-term swings based on chart-based trading, said portfolio manager Uri Landesman, of ING Investment Management in New York.
Nonetheless, there was money flowing back into small-capitalization stocks, which are traditionally a riskier corner of the market. The Russell 2000 gained 1.7%, outpacing other market yardsticks. The measure is up 17% for the year to date, while the S&P 500 is up 14% and the Dow is up nearly 9%.


"There is fresh money coming into the small cap space, which shows a movement back to risk again," said Chris Colarik, a small-cap portfolio manager with Glenmede in Philadelphia. "And that M&A activity has been perking up is a very positive sign, especially for small companies that tend to be acquisition targets."
The recent exodus from the dollar may be another sign that investors are now willing to take on more risk. After falling to its lowest levels this year Tuesday, the dollar continued to fall against the euro, yen, and British pound.
Oil prices rose. Nymex crude for October delivery gained 21 cents, or 0.3%, to $71.31. The prices of meat, lumber, and natural gas also rose. Gold slipped $2.60 a troy ounce, or 0.26%, to $995.30.
—Donna Kardos Yesalavich contributed to this article
Write to Peter A. McKay at peter.mckay@wsj.com and Geoffrey Rogow at geoffrey.rogow@dowjones.com
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Mortgage-Aid Plan Gets Tepid Results 





By RUTH SIMON and JESSICA HOLZER

Just 12% of eligible borrowers have started trial loan modifications under the Obama administration's $75 billion mortgage foreclosure prevention plan, according to a Treasury report released Wednesday.
The latest data come amid increasing concern that the effort, which relies on hefty government incentives for lenders and borrowers, won't be enough to effectively combat mounting foreclosures across the country.
Under the program, eligible borrowers who are behind on their mortgage payments or are at risk of imminent default can get their payments reduced during a trial period. Borrowers must typically be current on their payments in the trial program after three months and meet documentation requirements to qualify for a reworked mortgage.
There are growing questions about how many borrowers who receive trial modifications will ultimately get their loans reworked.
"I think they will be lucky to get 50% [of the trial modifications] to turn into real modifications," says Bob Caruso, executive vice president for strategy with Lender Processing Services Inc., a provider of mortgage technology, data and analytics.
The administration, which announced the program in February, has said it expects as many as four million borrowers to begin trial modifications. So far, more than 570,000 trial modifications have been offered to borrowers under the program and about 360,000 trial modifications are under way, the Treasury reported.
Nearly one in 12 borrowers are at least 90 days past due on their mortgage or are in foreclosure, the Mortgage Bankers Association reported last month.
Among large mortgage servicers, Wells Fargo & Co. and Bank of America Corp. have started trial modifications for 11% and 7%, respectively, of their eligible borrowers who are at least 60 days past due.
 Cara Heiden, co-president of Wells Fargo Home Mortgage, said the company increased the number of trial modifications by 64% in August. Bank of America Credit Loss Mitigation Strategies Executive Jack Schakett said the Treasury's figures don't include modifications done outside of the administration's program.
J.P. Morgan Chase & Co. has started trial modifications for 25% of eligible borrowers, and Citigroup Inc. 23%.
In an interview Wednesday, Assistant Treasury Secretary Michael Barr called the program "highly effective" and predicted it will meet its goals.
But in a congressional hearing Wednesday, House Financial Services Chairman Barney Frank (D., Mass.) said he is disappointed at the pace of the program. He threatened to revive a measure to allow bankruptcy judges to rework the terms of troubled mortgages if servicers didn't improve their efforts.
Mr. Schakett said about 15% of borrowers who begin trial modifications aren't likely to be able to make three payments during the trial period as required. The "big wild card," he said, is how many people won't receive a modification because they haven't provided the required documentation.
Mortgage-servicing companies say they are often beginning trial modifications based on verbal information from the borrower.
Some borrowers aren't providing the required information or their documents don't match the information provided verbally, said Michael Brauneis, director of regulatory risk consulting at Protiviti Inc. Some borrowers complain that mortgage companies often misplace documents they send in.
Write to Ruth Simon at ruth.simon@wsj.com and Jessica Holzer at jessica.holzer@dowjones.com
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McDonald's Sales Growth Slows 





By PAUL ZIOBRO

McDonald's Corp.'s same-store sales rose 2.2% last month, with slowing growth in the U.S. highlighting the fast-food chain's sensitivity to high unemployment and a discounting war.
The sales growth, at locations open at least a year, was half what the company recorded for July.
U.S. same-store sales rose 1.7%, less than analysts had expected. McDonald's other regions faced tough comparisons with year-earlier results. But Europe was healthy, with same-store sales rising 3.5%. Sales fell 0.5% in the Asia/Pacific, Middle East and Africa region, with the China and Japan market weighing on results.
U.S. unemployment of 9.7% is likely taking a bite out of McDonald's robust breakfast business as fewer commuters mean fewer customers. Higher joblessness among teenage workers also didn't give the chain its usual summertime lift, said Oppenheimer & Co. analyst Matthew DiFrisco.
Unemployment is pinching the broader dining industry, and McDonald's main competitors are responding with discounts and new products. Burger King Holdings Inc. is pushing a $1 double cheeseburger with coupons and plans to home in on $1 products in ads. Wendy's/Arby's Group Inc., meanwhile, has gotten a lift from new "Boneless Wings."
McDonald's has instead focused on new premium products, including its Angus Third Pounders and its McCafé coffee line, as well as core menu items such as Big Macs. McDonald's as a result may have ceded some value-seeking customers to competitors.
The decline for Asia/Pacific, the Middle East and Africa was in sharp contrast to the 10% jump from last year, which was aided in part by the Summer Olympics in Beijing.
Overall global sales increased 1.1%, or 4.1% adjusted for foreign-exchange rates.
McDonald's shares were down 2% to $55.09 in 4 p.m. composite trading on the New York Stock Exchange.
—Tess Stynes contributed to this article.
Write to Paul Ziobro at Paul.Ziobro@dowjones.com
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Petrobras Defends State Deal 





By JOHN LYONS in São Paulo and ANNELENA LOBB in New York
Petróleo Brasileiro SA has embarked on a global campaign to assure investors and oil-industry partners that they won't get stiffed in a Brazilian government plan to funnel more revenue from the nation's massive deep-water oil finds into government coffers.
View Full Image

Bloomberg News

Petrobras CEO Sergio Gabrielli says Brazil's plan to increase its interest in the oil company won't hurt oil-industry partners.


Chief Executive Sergio Gabrielli said he plans to soothe U.S. and European investors and executives during a week of meetings that begin in New York on Monday. His top priority: persuading executives at major oil companies that they will have an important role in developing the fields.
"We have many important industry partners who will be able to share in the reserves," Mr. Gabrielli said in an interview Wednesday. All of the nation's existing contracts will remain in force, he said.
It's an important distinction in an era of resource nationalism. As oil prices rose in recent years, Russia, Venezuela and Ecuador rewrote oil-industry rules in favor of the state and altered pre-existing contracts, hurting relationships with international oil companies. By distinguishing itself from such actions, Brazil is seeking to ensure access to the corporate know-how necessary to exploit hard-to-reach oil deposits.
Petrobras shares tumbled last week after the government announced plans to acquire additional shares in Petrobras and pay for them with rights to five billion barrels of oil in an unspecified oil field, instead of with cash. The announcement provoked concern about how the rights would be valued, especially since the oil discovery lies deep beneath the seabed under a layer of shifting salt. While the Brazilian government is Petrobras's controlling shareholder, a substantial number of shares trade in São Paulo and New York.
Comments by Brazilian politicians made matters worse. A Brazilian senator last week told reporters that the oil rights will be worth around $10 a barrel. Morgan Stanley estimates fair value at closer to $5.80.
"The timing of this, the valuation, there is a lot of uncertainty," said Conrad Saldanha, manager of the Neuberger Berman Emerging Markets Equity Fund, 3.5% of which was in Petrobras shares as of July 31. "But the fact that this is one of the largest oil finds we've seen is positive news."
Mr. Gabrielli, a bearded 59-year-old academic who holds an economics doctorate from Boston University, said his firm will pay "fair value" for the development rights. He said he plans to hire established appraisal firms to help make sure that happens. The oil industry relies on a small group of oil appraisal firms to certify reserves and provide information in oil-rights auctions. Hiring one or more of these firms may help boost investor confidence, analysts said.
Investors this week bid Petrobras shares back to nearly where they traded before rumors of the government's plan began circulating. "The question is how much will be paid for the five billion barrels. But over time, the company has done right by its shareholders, and the government has been very pragmatic," said Craig Shaw, co-manager of the Harding Loevner Emerging Markets Fund, which holds Petrobras shares.
Mr. Gabrielli's trip may begin on a high note. Petrobras said late Tuesday that tests showed that its Guara deep-water field holds as many as two billion barrels of oil.
Mr. Gabrielli said Petrobras's free-market ethos will remain intact, even as the government increases its stake. Brazilian law prohibits Petrobras from undertaking unprofitable ventures, which will prevent the federal government from using its increased authority over the oil industry from winnowing away Petrobras earnings, he said.
After making the biggest oil discovery in more than three decades, Brazil is seeking a bigger share of oil revenue in order to fund an ambitious social agenda. Under the proposed rule changes, Petrobras is guaranteed a 30% stake in the development of the new fields. The federal government will also take direct stakes in the fields' production and launch a fund to pay for education, social welfare and other programs.
Write to John Lyons at john.lyons@wsj.com and Annelena Lobb at annelena.lobb@wsj.com
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Moody's Says Triple-A Ratings for U.S., U.K. Not at Risk 





By DAVID ROMAN

SINGAPORE -- The triple-A sovereign debt ratings of the U.K. and the U.S. aren't under threat, rating agency Moody's Investors Service said Wednesday, in a move that may boost the battered British pound.
Bloomberg News

Market observers said the British pound's gains against te dollar and yen should be contained ahead of the Bank of England's Monetary Policy Committee meeting.
Moody's said in a report it doesn't expect any downgrades of countries with triple-A ratings -- the highest possible -- in the "near future," adding that only a sustained increase in government debt over several years, which it doesn't anticipate, would warrant such a decision.
Moody's remarks are especially significant for the pound because previous Moody's statements on the U.K.'s "deteriorating" financial situation caused a currency sell-off earlier this year.
"This is actually quite relevant," said David Forrester, a Singapore-based foreign exchange strategist with Barclays Capital. "It does reverse that [concern] quite a bit."
The British pound rose against the U.S. dollar and the Japanese yen Wednesday, following the release of the report, but market observers said gains should be contained ahead of the planned meeting Thursday of the Bank of England's Monetary Policy Committee.
The MPC is expected to provide updates on its programs to increase liquidity in the U.K.'s banking system, which has been badly hit by the current financial crisis. These programs, combined with a surge in the government's budget deficit, have resulted in mounting concerns on the pound's stability over the last few months.
The pound traded at US$1.6522 at 0344 GMT, up from US$1.6487 late Tuesday, but is still down 7% against the greenback over the last 12 months, and is one of the worst performers among major currencies since the financial crisis started last year.
In its report Wednesday, Moody's singled out the U.S. and the U.K. as two countries that "have lost altitude" among those with triple-A ratings, but noted they remain in the group of "resilient" economies, better placed to keep their ratings intact than Spain, which it called "vulnerable."
"Although highly unlikely, it's conceivable that a large and wealthy economy could lose its Aaa rating if it were to experience a material and irreversible deterioration in its debt conditions over the next five years or so, following the fate of Japan in the 1990s," said Pierre Cailleteau, managing director of Moody's Sovereign Risk Group.
Moody's also cited other triple-A rated countries, like France and Germany, which it called "resistant," saying they face a better scenario, in terms of fiscal prospects, than either Spain, the U.S. or the U.K.
Write to David Roman at david.roman@dowjones.com



Lehman Administrators to Meet Clients on Repayment Plan 





By AINSLEY THOMSON

LONDON -- Lehman Brothers' European administrators PricewaterhouseCoopers will meet Thursday with the investment bank's former clients to discuss possible measures meant to speed the return of about $9 billion of their assets.
The move comes three weeks after the High Court rejected PricewaterhouseCoopers's application for it to sanction the use of legal process called a scheme of arrangement, which was designed to achieve a quicker solution by dealing with Lehman's clients collectively, rather than negotiating time-consuming bilateral agreements. PricewaterhouseCoopers has said it could take up to a decade to return assets via bilateral agreements.
In an interview with Dow Jones Newswires, joint administrators Steven Pearson and Tony Lomas said that in addition to meeting with hedge-fund representatives -- one of Lehman Brothers' biggest client groups -- they will also appeal the High Court ruling.
"We will find a way of expediting the return of assets, of that I am confident," Mr. Pearson said.
Justice William Blackburne ruled that the court doesn't have jurisdiction to sanction it because scheme of arrangements can apply only to creditors, not clients, and can't be used in a way that would compromise clients' proprietary rights.
"We disagree," Mr. Pearson said. "We think it is a very narrow interpretation of how (the relevant portion of the law) works. Our appeal, which will be lodged in the next couple of days, outlines why we think that is the case."
If the Court of Appeal determines in favor of the administrators' appeal, the former clients of Lehman Brothers' European operations, who number around 1,000, will be asked to vote on the scheme of arrangement. At least 50% of the total number of creditors representing no less than 75% of the $9 billion in assets need to approve for it to be sanctioned.
"Notwithstanding the judge's ruling, we have very good reason to believe the industry supports this scheme and that we would get the required majorities," Mr. Lomas added.
If the scheme of arrangement is passed, Messrs. Lomas and Pearson hope to begin distributing the assets by the second half of 2010, they said.
However, if the appeal fails, or the clients reject the scheme of arrangement, the administrators will continue with the back-up plan they are working on to expedite the return of assets. Mr. Pearson said they aren't yet ready to share details of the plan, because it had yet to been fully tested. The plan "will be potentially more time-consuming, more costly and more demanding from an operational perspective than the current scheme of arrangement, but I am confident we will find a solution," he said.
Meanwhile, PricewaterhouseCoopers continues to negotiate bilateral agreement with clients.
When Lehman Brothers filed for Chapter 11 in the U.S. on Sept. 15, 2008, it caused financial chaos around the world as nearly 80 Lehman subsidiaries world-wide were forced to fold. Each subsidiary is being wound down under the legal regime of the country it is based in.
When PricewaterhouseCoopers was appointed as administrator for the London-based European operation, it held around $30 billion in client assets. Since then PricewaterhouseCoopers said it has returned around $13 billion of the assets by negotiating individual deals.
—Carol Dean in London contributed to this article.
Write to Ainsley Thomson at ainsley.thomson@dowjones.com



War of Words Heats Up Over Cadbury 
Kraft Executives Defend Offer Price for Chocolate Maker With No White Knights Making Moves
	Video





By DANA CIMILLUCA, JEFFREY MCCRACKEN and ANJALI CORDEIRO

Kraft Foods Inc. ratcheted up the rhetoric in its takeover battle for Cadbury PLC Tuesday, with the U.S. food giant dismissing criticism that the $16.8 billion offer is too low, as the two sides dug in for what is likely to be a months-long merger saga.


A day after unveiling the surprise £10.2 billion takeover bid, Kraft Chief Executive Irene Rosenfeld said on a conference call with investors that Cadbury has "limited opportunity" to create value for shareholders on its own. One of her lieutenants added in an interview that criticism of the value of the bid "misses the point."
Cadbury's advisers, meanwhile, made calls to leading shareholders of the U.K. confectioner, saying "there is almost unanimous support for the board's rejection of the offer," according to one person familiar with the matter. Cadbury has no plans to respond to Kraft's offer beyond a terse statement it issued yesterday, the person said.
The verbal jousting isn't unusual for two companies trying to gain advantage in the early stages of a corporate mating dance. It took place as investors placed their bets on the outcome of a takeover fight that could rearrange the global candy landscape and create a $50 billion confectionery giant.
Cadbury shares were effectively unchanged at 768 pence, following a 38% rise Monday on news of the offer. That initial increase -- which pushed the trading price above the offer price of 745 pence per share -- puts pressure on Kraft to raise its offer to win support from Cadbury shareholders.
Kraft shares dropped 5.9% Tuesday, the first day they traded after the bid was unveiled on Labor Day. The decline cut into the value of the offer, which is 60% stock and sends a signal to Kraft management that it has limited room to raise the offer.
Moody's Investors Services on Tuesday put Kraft's debt on watch for a one-notch downgrade, with the ratings agency expressing concern over the additional debt Kraft would have to take on to complete the deal. Even a one-notch decline, however, would not jeopardize Kraft's all-important investment-grade credit rating.
A big question mark hanging over the proceedings is whether another bidder for Cadbury will emerge. People in the Cadbury camp say the Kraft offer won't force the company to sell itself to someone. They argue that now is not the right time to sell a company.
Kraft, meanwhile, feels confident there will be no white knight, people familiar with the matter say.
Kraft bankers studied what rivals could make bids and concluded Switzerland's Nestlé SA would have difficulty with antitrust authorities, while Hershey Co. has to deal with a family trust and would struggle to come up with enough money for a credible bid.
"We did a lot of work on that issue and feel quite confident that Hershey and Nestlé won't get involved," said a person familiar with the matter.
As Cadbury shareholders realize there is just one deal to consider, its stock will slide back down, the person said, limiting the size of any bid increase.
That appeared to be the point of Michael Osanloo, Kraft's Executive Vice President for Strategy. Alluding to comments from some analysts that Kraft's bid for Cadbury is far below what Mars Inc. paid last year for Wm. Wrigley Jr. Co., he said, "The simple fact is that Cadbury is worth what someone is willing to pay for it -- nothing more."
Kraft would ideally like to convince Cadbury's board and management to agree to a deal. That would enable Kraft to examine Cadbury's books before making a binding offer. At some point, the two sides are likely to hold talks, one of the people said.
In the meantime, Kraft is working to arrange financing and firm up its proposal, which could take as much as six weeks.
Write to Dana Cimilluca at dana.cimilluca@wsj.com, Jeffrey McCracken at jeff.mccracken@wsj.com and Anjali Cordeiro at anjali.cordeiro@dowjones.com
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CIC Looks to Pile Cash Into U.S. Real Estate 





By LINGLING WEI and JASON DEAN

China's $300 billion sovereign-wealth fund is eyeing big investments in distressed U.S. real estate, according to people familiar with the matter. To finance some of the deals, China may rely on an old trading partner: the U.S. government.
In recent weeks, officials from China Investment Corp. have held talks with U.S. private-equity fund managers, including BlackRock Inc., Invesco Ltd. and Lone Star Funds, about potential investments in beaten-down property assets, namely mortgage securities backed by office buildings, hotels, strip malls and other commercial property. CIC also is considering buying ownership interests in buildings, according to the people with knowledge of the matter.
In addition, CIC is weighing investing through one of the U.S. government's bailout programs, the Treasury's Public-Private Investment Program, known as PPIP. The program is designed to rid banks of toxic mortgage securities by enticing investors to buy these assets with financing from the U.S. government.
Representatives for CIC, BlackRock, Invesco and Lone Star declined to comment.
The discussions come at a time when CIC, which had nearly $300 billion in assets at the end of last year, is moving to deploy its capital after a relatively idle 2008. Property markets world-wide have plunged since the credit-market crisis that started in mid-2007, creating opportunities for cash-rich buyers. In the U.S., commercial property values already have dropped 35% from the peak.
Last year, CIC deployed just $4.8 billion in global financial markets. This year it invested that much in a single month, CIC Chairman Lou Jiwei said last month. He said that if CIC's future returns are good enough, it might ask the government to let it invest more of China's foreign-exchange reserves, which now total $2.132 trillion.
Imaginechina/Associated Press

CIC Chairman Lou Jiwei is sitting on a $300 billion investment chest.
It is unclear how much CIC intends to allocate to U.S. real estate. But in order to achieve any meaningful diversification in its portfolio, the fund would need to set aside between $4 billion and $10 billion to global property investments in the next year and a half, estimates Michael McCormack, an executive director at Z-Ben Advisors, a consulting firm in Shanghai. By 2014, he projects that CIC's U.S. property investments alone could amount to more than $20 billion.
The U.S. property market is appealing to the Chinese partly because of the financing being offered through the PPIP program.
Under the program, the Treasury will co-invest with funds that buy toxic mortgages that have been clogging banks' balance sheets. The U.S. government, through the Treasury and the Federal Reserve, also will make financing available to the ventures. In other words, CIC and the Treasury would be partners in borrowing money from the U.S. government to buy troubled mortgages.

The Treasury, which plans to allocate as much as $30 billion to PPIP, has designated nine fund managers, including BlackRock and Invesco, to raise at least $500 million of private capital each by the end of September. The Treasury then will provide equity capital up to 100% of the private capital raised by the fund managers. The fund-raising efforts are off to a relatively slow start, as many investors remain wary of the red tape associated with investing in a government-sponsored program.
The possibility of a sovereign-wealth fund investing through PPIP was envisioned in the program's design. It limits investments by any single investor to no more than 9.9% of each PPIP fund. The cap was intended to assuage any concerns that any one investor, like China, could control too much, according to government officials. A Treasury spokeswoman declined to comment.
To be sure, CIC and other sovereign-wealth funds face some obstacles to investing in U.S. real estate. Economic distress has raised the ire on Capitol Hill, with some lawmakers pointing the finger at China. They claim that heavy purchases of U.S. government bonds by the Chinese helped inflate the credit bubble by keeping interest rates low.
Elected officials have for decades been concerned about foreign investment in U.S. real estate. In the early 1980s, Congress approved a tax on capital gains from foreign sales of U.S. property. That tax, however, didn't stop Japanese investors in the 1980s from investing about $77 billion in the U.S. property markets, buying such assets as Rockefeller Center in New York and the Pebble Beach golf course in California.
CIC is unlikely to replicate those investments. It has consistently taken minority stakes, often below 10%, in part to defuse political risk. CIC's "debut in the U.S. property market likely will be double arm's-length investments," meaning through U.S. fund managers, with a minority stake in the fund, as opposed to direct stakes in actual properties, Mr. McCormack said.
And the woes in the U.S. marketplace might work in the favor of foreign investors like CIC. U.S. real-estate executives are lobbying to amend tax law to encourage overseas capital to flow into U.S. real estate, thus helping prevent a further decline in commercial-property values.
"Simple reforms could be made that would help address the equity shortfall our markets need to recover," said Jeffrey Deboer, president of Real Estate Roundtable, a trade group that is spearheading the lobbying efforts.
CIC's foray into international markets, including its stakes in Blackstone Group LP and Morgan Stanley, has been marked with big losses, at least on paper. But it recently has signaled a willingness to reopen the purse, selecting both firms to help oversee new investments in hedge funds. Also this year, it bought stakes in China-focused alternative asset-management firm Citic Capital Holdings Ltd. and U.S. asset manager BlackRock and has been in discussions about allocating billions more to hedge funds.
It recently made an investment in Goodman Group, a real-estate trust in Australia, and bought a stake in Songbird Estates PLC, the majority shareholder of Canary Wharf Group, an owner and developer of office towers and retail stores in London.
In addition, CIC has committed about $800 million to a Morgan Stanley global property fund, which intends to raise more than $5 billion and invests in real estate world-wide, according to a person familiar with the matter. A Morgan Stanley spokeswoman declined to comment.
—Deborah Solomon contributed to this article.
Write to Lingling Wei at lingling.wei@dowjones.com and Jason Dean at jason.dean@wsj.com
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Hedge-Fund Investor Goal: An Exit Plan 





By GREGORY ZUCKERMAN

Before last year's panic, it seemed like the only thing hedge-fund investors cared about was getting into the hottest funds.
Now the No. 1 goal for some of those investors is making sure they can get their money back.
After learning the hard way that making a hedge-fund investment and cashing out of it are two very different things, pension funds, endowments and other investors are paying closer attention to the terms of redemption agreements -- and are tying up cash only if they are sure they won't need it anytime soon.
"Assessing liquidity and the ability to get money out of hedge funds has become among the most important issues for investors," says Reid Bernstein, a veteran investor in hedge funds who helps run OneCapital Management Partners LLC in New York.
The caution comes just as the prospect for longer-term, illiquid investments is improving -- and the hedge-fund business works on a comeback. So far this year, a hedge-fund index compiled by Hennessee Group LLC is up 17% through August, the New York investment-advisory firm said, outgaining both the Dow Jones Industrial Average and Standard & Poor's 500-stock index.
But many hedge-fund investors still are smarting from the crisis that deepened after the collapse of Lehman Brothers Holdings Inc. last September. A slew of hedge funds prevented investors from withdrawing money the funds had plowed into convertible bonds, obscure companies, distressed debt, private placements and other assets that couldn't be dumped quickly. Some investors suspected hedge funds were using the market's turbulence as an excuse to hoard their clients' cash.
In a dramatic example of how hard it has become for funds to persuade investors to hand over money for the long haul, Cerberus Capital Management LP tried to get investors to move assets to a new fund with longer lockup provisions, even lowering fees to entice them. Many of the hedge-fund firm's investors balked and have asked to withdraw $4.77 billion from the firm's original hedge funds, or 70% of the assets belonging to outside clients in the funds.
Some hedge-fund investors might be worrying too much, analysts say. Some attractive hedge-fund strategies require the use of a gate to protect the fund and investors in case there is a rush for the door before profits materialize. "I do not have a problem with gates. They protect long-term investors, and there are lucrative strategies right now that are less liquid," says Allen Hall of Mill Creek Capital Advisors LLC, which invests in hedge funds. "I do have a problem with firms that don't match their assets with their liquidity and then suspend redemptions."
At the same time, a rash of opportunities has developed for deals that might take two years or so, partly because hedge-fund clients are unwilling to tie up their cash. One medium-size hedge fund says it was offered the chance to make a loan to a promising gold miner, but the transaction was a hard sale to the fund's investors because there would be no profits for a few years.
Some hedge funds have begun raising money to invest in illiquid securities, adopting a more private-equity-like structure with three-year term financing and incentive fees taken as money is handed back to clients.
Despite the market's surge since early March, redemptions remain on hold at numerous high-profile hedge funds. Citadel Investment Group LLC recently told investors it will return $250 million by Oct. 1, and more at year end. Investors requested roughly $1 billion of cash from the fund as of the end of 2008, according to letters Citadel sent to investors.
Farallon Capital Management LLC and Millennium Partners have been slowly handing money back or expect to return it soon. Tudor Investment Corp. has paid off some investors after suspending redemptions in its Tudor Global BVI Fund last year and splitting the fund in two but still has more requests to meet, according to a person familiar with the situation.
Some hedge-fund firms insist that the market's rebound has validated their decision to bar redemptions. Other funds were handcuffed by terms that prevented them from handing back money when the exodus reached a certain percentage of assets.
Investors share some of the blame, since many agreed to give hedge funds the right to block clients from fleeing but never thought that would happen. In other cases, hedge funds prevented clients from withdrawing money even though the terms of their investor agreements didn't allow for such a move, gambling that investors wouldn't bring a lawsuit because that would hurt the fund's performance.
"There's a balance between protecting your business and protecting your investors," says David Gold, who advises corporate pension plans on hedge-fund investments. Given the market's recent surge, "there are very few positions that are" impossible to sell. Instead, selling at "a discount is not what they want to do."
—Joseph Checkler contributed to this article.
Write to Gregory Zuckerman at gregory.zuckerman@wsj.com
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Gazprom Neft's Net Profit Falls 45% 





By JACOB GRONHOLT-PEDERSEN

MOSCOW -- OAO Gazprom Neft Wednesday posted a 45% fall in net profit in the second quarter, but said earnings more than tripled from the first three months of the year on rising oil prices.
Net profit at the oil arm of Russian gas monopoly OAO Gazprom fell to $1.20 billion for the three months to June 30 from $2.20 billion a year earlier. But lagging export duties and a recovery in oil prices in the period helped boost results from the first quarter, when net profit stood at $334 million.
Revenue slipped 48% to $5.18 billion from $9.96 billion, as crude production fell during the quarter. Earnings before interest, taxation, depreciation and amortization, or Ebitda, dropped 57% to $1.25 billion from $2.88 billion.
Gazprom Neft said it obtained a $300 million three-year, unsecured club term loan from Bank of Tokyo-Mitsubishi UFJ Ltd., Raiffeisenbank and Orgresbank in the beginning of August.
Although the company didn't provide any guidance, it said capital spending would be funded through cash flow, but didn't exclude obtaining additional loans for future acquisitions.
In late April, Gazprom Neft won a bidding war with BP PLC's Russian joint venture, TNK-BP Ltd., for minority shares in midsized oil producer Sibir Energy. Gazprom Neft said it spent $1.66 billion on shares, accumulating a 48.39% stake in the company. It holds the rights to purchase another 6.32% in Sibir.
Write to Jacob Gronholt-Pedersen at jacob.pedersen@dowjones.com



President Makes His Pitch 
Health Plan Cut to $900 Billion With Tax on Premium Coverage; GOP Unconvinced
	Video





By JONATHAN WEISMAN and JANET ADAMY

WASHINGTON -- President Barack Obama gave an emotional, sometimes contentious address to Congress on Wednesday, combining tough talk to opponents with olive branches on policy in a bid to break the impasse on revamping the health-care system.
Calling the initiative "my plan," Mr. Obama set the size of a health-insurance plan at $900 billion over 10 years, a figure smaller than versions approved in the House and fully paid for, he said, by spending cuts and tax increases. Most individuals would be required to purchase health insurance, but the costs would be mitigated by generous tax credits. Large employers would also face a requirement to offer health coverage to employees or pay a fine, while most small businesses would be exempt.
The president pledged to tackle medical-malpractice lawsuits in an overture to Republicans. He singled out his former presidential rival, Sen. John McCain, in embracing one of the Arizona Republican's health-care proposals. And he promised new cost controls that could scale back his plan if health-care inflation isn't brought under control.
But Mr. Obama chastised Republican leaders who talked of death panels. The president called it "a lie, plain and simple." He warned, "I will not waste time with those who have made the calculation that it's better politics to kill this plan than improve it....If you misrepresent what's in the plan, we will call you out. And I will not accept the status quo as a solution, not this time, not now."
Republicans in turn held aloft copies of health-care bills they have drafted in a quiet rebuke to a president who has said they have offered nothing constructive. One, Rep. Joe Wilson of South Carolina, shouted "lie" when Mr. Obama said his plan wouldn't cover illegal immigrants, though the Democratic bills circulating in Congress do exclude illegal immigrants from eligibility for subsidies. Mr. Wilson late Wednesday issued a statement apologizing to Mr. Obama for "this lack of civility."




Overall, Mr. Obama tried to make the case to consumers that his plan would provide more stability for those who already have insurance, and coverage for those who don't. Republicans said the plan is too expensive and will lead to excessive government control.
Mr. Obama embraced for the first time a proposal to impose a fee on insurers that sell high-end plans -- a concession that could hit not only lawyers and bankers but also unions that bargained for premium health plans.
And in an effort aimed at key Republican negotiators in the Senate, the White House outlined a new pilot program to move medical-malpractice cases out of the court system and put them before expert panels and arbitrators. White House officials say the program, first floated by President George W. Bush, would be instituted by executive order and wouldn't be included in the health-care legislation.
"I don't believe malpractice reform is a silver bullet," Mr. Obama said, "but I have talked to enough doctors to know that defensive medicine may be contributing to unnecessary costs."
It was one of the few areas of the plan that Republicans praised, and it won strong endorsement from doctors, who say the threat of lawsuits drives up medical costs by encouraging defensive medicine.
"We think this is just an excellent first step," said Rebecca Patchin, board chairman for the American Medical Association, the influential doctors' group.
The McCain initiative endorsed by Mr. Obama would allow high-risk individuals to join insurance pools that couldn't deny them coverage for pre-existing conditions. That would be in effect until 2013, when a broader, federally controlled insurance exchange would go into force.
That exchange should carry a government-run "public option" that would be self-sufficient and maintained by premiums, Mr. Obama said. He acknowledged alternative ideas by opponents of the public plan, such as nonprofit cooperatives, or a trigger mechanism that would start up the public plan only in states where health costs are not going down.
"But," he added to Democratic applause and Republican silence, "I will not back down on the basic principle that if Americans can't find affordable coverage, we will provide you with a choice."
In an interview, Mr. McCain said he was glad to get a nod from the president, but said Mr. Obama must do more to win over Republicans. "I think the cost is still the key issue and how you pay for it," Mr. McCain said.
In one of the speech's more emotional moments, Mr. Obama read excerpts from a letter that the late Democratic Sen. Edward Kennedy of Massachusetts asked to be delivered to the president upon his death.
Senior White House officials acknowledged the stakes for the speech were high, after heated town-hall meetings and other signs of public unease emerged this summer. Months ago, the president, who has long used his oratorical skills to get him out of political trouble, planned a speech to Congress or to the nation this fall to give health care a final push, but officials said the bruising summer had nudged that address forward.
Mr. Obama decried what he called a "partisan spectacle" that hardened "the disdain many Americans have toward their own government." He added that "the time for bickering is over. The time for games has passed. Now is the season for action."
Most of the proposals the president outlined in his speech were the same changes he has championed since he launched his effort to fix the health system in March. He proposed several steps similar to what congressional committees have already approved.
These include doing away with lifetime caps on coverage and "recissions," a practice used by insurers to drop customers once they get sick. Out-of-pocket expenses also would be capped. People who don't have insurance through their employer would be encouraged to buy plans on a federally operated policy exchange, and, if under a certain income, would be given tax credits to help them afford it.
Sen. Susan Collins, a Maine Republican the White House has hopes of winning over, complained the president didn't do enough to reach across party lines. "I understand his frustration with what had been some misrepresentations by both sides, but I thought that he could have been more conciliatory in his tone," she said.
Rank-and-file Republicans acknowledged the health-care system needs work. "It's clear the American people want health-care reform, but they want their elected leaders to get it right," Louisiana Rep. Charles Boustany, a cardiothoracic surgeon, said in his party's response to the president.
In an interview, Mr. Boustany acknowledged Republicans had done little to address the looming problems of health care when they controlled Washington. But the Democratic approach is too big, unfocused and fraught with potential dangers, Mr. Boustany said, and he predicted Mr. Obama's speech wouldn't change many minds.
Senate Finance Committee Chairman Max Baucus said he intends to bring a health-overhaul bill before his influential panel the week of Sept. 21. The Montana Democrat said he will continue to work toward winning Republican votes, but he made clear he intends to move forward with or without GOP backing. "This is our moment," he said.
Under the Obama malpractice initiative, states will be eligible for grants for experiments aimed at reducing lawsuits and promoting patient safety. One idea would encourage early disclosure of medical errors, rewarded by mediating claims rather than litigating. Another effort states could pursue would require individuals to obtain an affidavit issued by experts or panels of doctors stating that the case has merit before proceeding in court.
Illinois, Florida, Georgia and other states have experimented with such efforts. Measures promoting both those ideas were adopted by the House Energy and Commerce Committee in its health-care bill this summer.
In endorsing a tax on generous health plans, Mr. Obama risks alienating organized labor, a key ally in the debate. While that tax would be levied on insurers, "our concern is that the costs would get passed onto people who aren't the Goldman Sachs executives," said Gerald Shea of the AFL-CIO
The two potential compromises on the public plan didn't alleviate the concerns of insurers, who have been its fiercest opponents. They fear health-care cooperatives -- which would offer coverage to compete with private insurers and receive federal backing to get started, but wouldn't be run by the government -- would be exempt from the fines and regulations facing private plans.
"Government controls a lot of the spending today" in health care, said Alissa Fox, a senior vice president at the BlueCross BlueShield Association, which represents 39 independent insurers. "We don't think the solution is more government spending."
But Democrats were happy Mr. Obama was starting to lead. "I think tonight is the opening salvo of the Democrats' counterattack," said Rep. Eliot Engel (D., N.Y.). "We have been on defensive in August; today, in September, we go on offensive."
—Greg Hitt and Naftali Bendavid contributed to this article.
Write to Jonathan Weisman at jonathan.weisman@wsj.com and Janet Adamy at janet.adamy@wsj.com
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These Apps Help Users of iPhones Find Their Way 
	By WALTER S. MOSSBERG



	Video





Among its many features, Apple's iPhone is equipped with GPS and includes manual, written driving directions built into its standard Maps application. But that function doesn't automatically bring up each turn sequentially, and it lacks voice prompts.
Now, a number of companies have launched, or will soon launch, iPhone apps that do offer voice-prompted, automated, turn-by-turn navigation. Of course, many other cellphones have long offered such services. But the iPhone's large screen, decent mono speaker and large selection of car mounting kits make it a tempting navigation device.


I've been testing four such apps: from TomTom, Navigon, AT&T and Fullpower. The last, called MotionX GPS Drive, isn't available in Apple's app store as I write this. In the case of the Navigon MobileNavigator, which is already available, I tested an updated version expected to hit the store shortly.
One big downside: Because Apple doesn't allow third-party iPhone apps to run simultaneously with the device's core functions, any incoming or outgoing phone call will interrupt all these apps during routing. When the call is over, the apps will automatically resume and continue your route. And none of these apps work on the original iPhone, only the 3G and 3GS.
Some of the apps take up a large amount of space on your iPhone, because they store all their maps locally. Others are much slimmer, because they download the apps on the fly, but these require you to have good cellular or Wi-Fi coverage at least at the start of a navigation session.
In my tests, on both local streets and highways, all four apps ate up big chunks of the iPhone's battery life. So, I recommend that you employ a car charger when running them. Also, they all work much better and more safely if you use a windshield or dashboard mount.
None of the apps stood out as much better than the others at navigation, though they have different styles and features. All include the usual lists of local businesses and other points of interest.
Tom Tom

TomTom’s iPhone app
TomTom: The U.S. and Canada navigation app costs $100 and takes up a whopping 1.2 gigabytes of space on your phone. But there is no subscription fee and the maps are always present. Like a stand-alone navigation device, it uses big icons and lettering in its menus. It worked OK in my tests, except that it took a little longer than the others to acquire a GPS satellite signal to accurately situate itself. TomTom's app doesn't have live traffic information, doesn't provide a text summary of your planned route, doesn't announce street names and doesn't integrate control of the iPhone's music player.
Like all of its rivals, TomTom can fetch destinations from addresses in your iPhone contact list. But it didn't understand a typical Washington, D.C., street name, such as "11th St., NE." TomTom plans an extra-cost mounting kit that includes a better speaker, a power plug and a GPS receiver more potent than the iPhone's.
Navigon MobileNavigator: This app costs $90, and it takes up 1.3 GB on the iPhone because it also stores all the maps. There is no recurring fee. I thought Navigon had the cleanest interface and the best 3D map view, including representations of some highway-exit and speed-limit signs. The app synchronizes with a Web site where you can plan trips. It also barks the word "caution" when you are speeding. 
But the Navigon voice was the least distinct, and while it generally did OK, it thought my D.C. test address was a bridge. It also lacks a route summary and live-traffic reports, though the update I tested now announces street names and integrates music control.
MotionX-GPS Drive: Of all the apps, this one looks and works most like a typical iPod app, and least like a navigation program ported from another device. Its main screen has a clever menu arranged in a circle. It's also fairly small—just 10 megabytes or so. But it must download maps and other info each time you start a route. This also allows it to update the information on the fly. Drive also is potentially the cheapest of the four apps I tested. It will cost $1.99 and include a 30-day free trial. After that, it's $25 a year. 
This app worked well in my tests, and is packed with features, including live traffic, a route summary, and integrated music control. It understood my D.C. test address, but it doesn't announce street names, and its function buttons are very small and labeled with tiny type.
AT&T Navigator: The iPhone version of this existing service, like Drive, downloads maps and info on the fly, but it takes up even less space on the phone—just 2.3 megabytes. That means you need a good connection at the start of a trip. It worked OK for me. Its interface is clean, and it has a route summary, live traffic and announcement of street names. It also understood my D.C. test address. And it synchronizes saved addresses with a Web site. But it is potentially the priciest. The app itself is free but usage costs $10 a month.
None of these apps is perfect, but each adds a new dimension to the iPhone.
—Find all of Walt Mossberg's columns and videos online, free, at the All Things Digital Web site, walt.allthingsd.com. Email him at mossberg@wsj.com. 



Iran Dims Hopes for Diplomacy 





By FARNAZ FASSIHI and JAY SOLOMON

Iran rejected any compromise with the West over its nuclear program Wednesday, as blunt comments from the Obama administration over Tehran's bomb-making capability suggested that the two sides were headed toward a renewed diplomatic crisis.
Iran offered Western officials a long-awaited package of proposals to restart negotiations over its nuclear program. But diplomats who viewed the offer Wednesday said the document of fewer than 10 pages essentially ignored questions over Iran's production of nuclear fuel and instead focused broadly on other international issues.
View Full Image
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Iran's Foreign Minister Manouchehr Mottaki, right, presents proposals for talks to Western ambassadors Wednesday.


It made no mention of Tehran's willingness to suspend its uranium-enrichment activities or to enter into substantive talks about the future of its nuclear program, they said.
Meanwhile, the U.S. envoy to the International Atomic Energy Agency made the Obama administration's strongest comments yet on Iran's nuclear threat. Speaking at the board meeting of the IAEA in Vienna, Glyn Davies warned on Wednesday that Iran has enough fissile material to produce a nuclear bomb, if Tehran enriches the uranium to weapons-grade level. "Ongoing enrichment activity...moves Iran closer to a dangerous and destabilizing possible breakout capacity," he said. Iran denied the U.S. allegations.
U.S. officials have made generally similar warnings before, but Mr. Davies's remarks were the most public and specific. U.S. officials said the comments were made to stress to the international community the need for a united response to Iran's growing nuclear capabilities.
President Barack Obama has given Iran a deadline of September to show good faith in negotiations over its nuclear program; otherwise the U.S. hopes to get broad international agreement for new sanctions. Western countries had hoped Iran might agree to freeze its production of nuclear fuel in exchange for the West holding off on new economic sanctions as formal negotiations commenced.
Instead, Tehran's letter to the five permanent members of the United Nations Security Council, plus Germany, simply summarized vague Iranian calls for better cooperation with the international community, many of which have been made before.
At the same time, Iran's chief nuclear negotiator, Saeed Jalili, publicly ruled out a compromise, saying the nation would never give up its right to its nuclear program or wait around for permission from other countries.
Iran's moves Wednesday mean the U.S. and its diplomatic partners will focus on intensifying their efforts to prepare new economic sanctions against Tehran, said officials involved in the process. The Iranian proposals didn't specify any timetable for when Iran might meet the U.S. and other Security Council members in the coming weeks, said a European diplomat who viewed the document.
A senior U.S. official briefed on Iran's proposals said Wednesday that Washington would still continue trying to engage Tehran, though the official acknowledged its proposals contained nothing new. "At least now we have a response from Tehran, and we can test what Iran is willing to do going forward," said the official.
Iran claims that its nuclear program is for peaceful purposes of gaining nuclear energy, but many Western and Arab countries suspect Iran of pursuing a nuclear bomb.
The Security Council members and Germany held conference calls Wednesday concerning Iran, according to U.S. and European officials, and may convene a formal meeting ahead of the U.N. General Assembly later this month in New York.
"We have no choice now but to go down the path we've set and see what the market will bear," said the European diplomat. He added, though, that there remains deep skepticism over whether Russia or China, either of whom can veto sanctions, will agree to them in the coming weeks.
There remain divisions among the U.S. and its allies on just how quickly Iran could assemble a bomb. Tehran would need to convert its low-enriched uranium into weapons-grade material. This would require Tehran to significantly reconfigure its centrifuges, or conduct clandestine work outside the view of IAEA cameras and monitors. Israeli officials believe Iran could be just months from producing a bomb, while U.S. intelligence agencies believe it could still take years.
Iran's diplomatic standoff with the West comes as Tehran is roiled by political crisis at home. President Mahmoud Ahmadinejad is still struggling to recover from a turbulent presidential election in June and allegations that his re-election was secured with fraud. The election has polarized the country between ruling hardliners and a moderate opposition.
In the past week, the government has taken unprecedented measures to stop public gatherings, including religious ones. Waves of university students are being called into interrogation sessions ahead of the fall semester, according to Iranian news Web sites. Education authorities are calling for a revision of the syllabus in humanities and liberal arts because they produce secular graduates.
On Tuesday, Tehran's new prosecutor general shut down the offices of opposition candidates that had been investigating postelection claims of human-rights violations. Two prominent political figures, Alireza Beheshti and Morteza Alviri, were also arrested in raids at their home, according to Iranian Web sites.
—David Crawford contributed to this article.
Write to Farnaz Fassihi at farnaz.fassihi@wsj.com and Jay Solomon at jay.solomon@wsj.com
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Afghan Election Watchdog Discards Tainted Votes 





By ANAND GOPAL

KABUL -- The U.N.-funded elections watchdog in Afghanistan has begun to throw out fraudulent ballots from the country's presidential balloting, a day after a tally including contested votes put President Hamid Karzai over the 50% he needs to avoid a second round.
The Electoral Complaints Commission, a United Nations-sponsored body responsible for investigating allegations of fraud and misconduct, has been looking into more than 600 serious accusations, Commissioner Grant Kippen said. The accusations include instances of ballot stuffing and voter intimidation. In some cases, the commission has disqualified results from entire polling stations.
View Full Image
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An Afghan man rides on his donkey-cart past a poster of President Hamid Karzai in Kabul on Wednesday.


Although Mr. Kippen declined to say how many votes have been thrown out so far, the commission has rendered verdicts on 25 to 30 cases, and expects to reach decisions on more in coming days. The cases that have been decided are from Afghanistan's southern provinces, where most votes went to Mr. Karzai, he said.
The decisions to disqualify votes put Mr. Kippen's commission in a politically delicate spot. The ballots under scrutiny include enough votes that, if discarded, could erode Mr. Karzai's lead and majority, obliging him to survive a second round of voting to be re-elected.
The commission's fraud investigation could extend into November or December, delaying the final count until then and throwing up in the air the timing of a runoff.
Since the Aug. 20 elections, Afghanistan has hung in political limbo as voting results trickle in from remote reaches of the country -- often accompanied by allegations of fraud. The U.S. and its allies have pressed Afghanistan's government-appointed election commission to throw out suspect ballots, but they were included in the tally released Tuesday showing Mr. Karzai with 54.1% of the votes and his main challenger Abdullah Abdullah with 28.3%. More than 90% of the votes have been counted.
Weeks after polls closed, precise turnout figures remain elusive, in part because of rampant fraud in the totals of registered voters and ballots cast. Election officials estimate that a generous percentage of the 5.4 million ballots cast Aug. 20 were fraudulent, submitted by nonexistent "phantom voters." In the 2004 presidential elections, about seven million votes were cast.
Reuters

The dispute over the results of Afghanistan's presidential election is unfolding amid heightened political tension, with the country reeling from a wave of attacks by Taliban insurgents. On Wednesday, U.S. Marines patrolled near the town of Khan Neshin in Helmand province in southern Afghanistan.
Unraveling the fraud-scarred polls also could place the Electoral Complaints Commission in opposition to the government-backed Independent Election Commission. Mr. Kippen says the IEC officials have assured investigators that they would ultimately comply with the ECC's orders to disqualify votes.
Thus far, the disqualified votes come from three southern provinces, the heartland of ethnic Pashtuns who heavily favor Mr. Karzai, also a Pashtun. ECC investigators have disqualified ballots in Spin Boldak, for example, an area in the southern province of Kandahar where pro-Karzai officials removed all votes for other candidates from the ballot boxes, officials say. In other cases, the ECC has ordered recounts, such as in the Shorabak area of Kandahar. That is an area where tribal elders complained that government officials prevented them from voting for Dr. Abdullah, according to election officials.
While Dr. Abdullah and other candidates have vowed not to accept a Karzai victory -- unless thousands of tainted votes are thrown out -- Mr. Karzai's supporters say that a second round would be fraught with danger and logistical challenges.
"People put their necks out there, despite intimidation and rocket attacks, to vote on Election Day," said Hajji Sayed Jan, a tribal elder from Kandahar. "I don't think they will want to go through this again if there is a runoff."
Leaders of Britain, France and Germany -- three countries with substantial commitments to Afghanistan -- are scrambling for ways to help stabilize the country. In a joint letter, the leaders urged the U.N. to convene a conference once the elections are over to "agree on new benchmarks and timelines" for transferring authority and responsibility to the Afghans.
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Truck Bomb Kills at Least 19 in Iraq 





By GINA CHON

Baghdad -- A suicide truck bomb exploded in a Kurdish village outside the volatile city of Mosul in northern Iraq early Thursday, leaving at least 19 people dead, Iraqi authorities said.
A Ministry of Interior official said the attack occurred after midnight and numerous homes were destroyed in Wardek village, about 250 miles north of Baghdad.
The Mosul area is one of the remaining insurgent strongholds in Iraq, and the region is also tense because of territorial disputes between Sunni Arabs and Kurds living there. 
On Wednesday, a car bomb killed eight people in Kirkuk, a city also plagued by ethnic tensions because it is claimed by Sunni Arabs, Turkomen and Kurds.
Overall violence is down in Iraq but the last month has seen a spike in attacks. The worst incident occurred Aug. 19, when several explosions in Baghdad left almost 100 people dead. 
The Iraqi government has blamed Saddam Hussein's former Baath Party and al Qaeda in Iraq for the August bombings. Iraq has also demanded that Syria hand over suspects accused of planning the attacks who now live in Syria.
Syrian President Bashar al-Assad has refused the request, calling Iraq's accusations "immoral" and requesting evidence for the accusations. 
Regional countries, including Turkey, have been mediating to defuse the tensions between Iraq and Syria. On Wednesday, the foreign ministers of Iraq, Syria and other nations in the region met in Cairo to discuss Iraqi-Syrian relations. 
Write to Gina Chon at gina.chon@wsj.com



DPJ to Tap Veteran to Lead Finance Ministry 
Hirohisa Fujii Brings Needed Experience to Young Japan Party





By TAKASHI NAKAMICHI

TOKYO -- Japan's new and untested government is expected to turn to a 77-year-old political veteran for help in quickly approving an expensive new stimulus package and trying to wrest budgetary control from an entrenched bureaucracy.
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Hirohisa Fujii, Japan's likely next finance minister, will help his relatively young, untested DPJ pass an ambitious spending plan.


Hirohisa Fujii, who is likely to be Japan's next finance minister, brings significant government experience to a relatively young party that has never held full political power in its 11-year history. The Democratic Party of Japan vows to overhaul the sprawling bureaucracy that helped guide the nation in the postwar era. But questions linger about whether the party has the skills to push through its ambitious spending plans in tight financial times.
"We need experienced people like Mr. Fujii if we achieve a change of government. His existence means a lot to us," Katsuya Okada, a DPJ official slated to become the next foreign minister, said in August. Likely new Prime Minister Yukio Hatoyama asked Mr. Fujii to scrap his plan to retire as a politician this summer to help run the new administration.
Mr. Fujii boasts a lengthy résumé that includes senior government jobs, including a previous stint atop the Ministry of Finance in the early 1990s. He also has experience dealing with the U.S. -- a crucial skill for a new government that has said it would like to reconsider many of its ties to the longstanding ally.
Mr. Fujii's presence may soothe investors, who traditionally have supported the longtime ruling Liberal Democratic Party. "Fujii is the best card that DPJ has as a finance minister, so markets, including stocks, would react positively to his appointment," said Hirotaka Kusaba, a senior economist at Mizuho Research Institute, who added that Mr. Fujii's background in the finance ministry could help smooth cost-cutting. Mr. Fujii's appointment is yet to be officially announced, but people familiar with the matter say he is likely to get the job.
Mr. Fujii insists the government will be able to find the savings to defray much of the cost of its stimulus proposal, which could total $77 billion in its first year alone. "A change in administration is very significant," he said in a television appearance Sunday. "At companies, a change in the CEO often leads to the discovery of lots of wasteful spending."
Economists say the $167 billion (15.4-trillion-yen) stimulus package implemented by outgoing Prime Minister Taro Aso helped Japan post 3.7% annualized growth in the quarter ended in June, the first positive move in five quarters. But economists warn the economy faces longer-term issues because of slackening domestic demand as population growth slows and the population ages. Much of the recent growth came from a rise in exports, Japan's traditional pillar of strength but one increasingly challenged by rivals like China.
If confirmed, Mr. Fujii is likely to oppose a near-term increase in Japan's 5% sales tax, despite suggestions by the outgoing government that a tax increase is needed. He also said in recent weeks he favored appointing senior officials with authority to negotiate currency matters with major partners.
On Wednesday, the DPJ wrapped up coalition talks with two minor parties, the Social Democratic Party and the People's New Party, preparing the way to elect the DPJ's Mr. Hatoyama as Japan's next prime minister in a vote set for Wednesday. The parties reached agreement after hammering out language pledging to re-evaluate the presence of U.S. military bases in Japan.
Though the DPJ doesn't need a coalition to control Japan's lower house of parliament after its landslide Aug. 30 electoral victory, the agreements help it keep its hold on the upper house through an alliance with the two parties.
A former baseball catcher at the elite University of Tokyo, Mr. Fujii is one of the key architects of the DPJ's economic policy plan. It hopes to lessen Japan's dependence on exports and jump-start consumer spending by giving money to families with children, cutting highways tolls and gasoline taxes, and offering increased aid to the unemployed. That plan will initially cost 7.1 trillion yen in the fiscal year starting April 2010 and rise to an annual 16.8 trillion yen ($182.2 billion) by the fiscal year beginning in 2013.
Japan's debt level, more than gross domestic product, is already the highest in the industrialized world. But the DPJ says the measures can be funded without issuing more government bonds by cutting budgetary waste and taking funds from government reserves.
"The question is, 'How effectively we can save?' And that's the next level," Mr. Fujii said Sunday.
His long career -- Mr. Fujii first became a member of parliament in 1977 -- makes him one of the most respected lawmakers in the DPJ.
Like other key members of the DPJ, Mr. Fujii was once a member of the LDP but left its ranks in 1993. Mr. Fujii was finance minister from August 1993 to June 1994, the only time until now that the LDP's continuous rule since 1955 was interrupted. He also had a two-decade career within the ministry, ending as a budget examiner, in charge of planning spending measures, a post reserved for the ministry's best and brightest.
He has criticized former Prime Minister Junichiro Koizumi's LDP-led government, which pushed deregulation and privatized the postal system earlier this decade, saying that Mr. Koizumi's free-market measures caused problems in the job market and regional governments and worsened social inequality.
As a veteran Japanese policy maker, Mr. Fujii has worked with -- and at times clashed with -- key foreign officials. When Japan and the U.S. jointly intervened in the currency market to support the dollar in the early 1990s, then-finance minister Mr. Fujii worked on the U.S. side with Lawrence Summers and Timothy Geithner, employed at the time as U.S. Treasury officials. Mr. Fujii was also a point man in trade talks with U.S. President Bill Clinton's administration, which pressed Japan to open up its markets further.
—Daisuke Wakabayashi and Takashi Mochizuki contributed to this article.
Write to Takashi Nakamichi at takashi.nakamichi@dowjones.com



Court Orders Probe of Afghan Attacks 





By JOE LAURIA

UNITED NATIONS -- Investigators at the International Criminal Court have begun looking into accusations of war crimes and crimes against humanity in Afghanistan to determine whether there is cause to open a formal investigation, Luis Moreno-Ocampo, the court's chief prosecutor, said on Wednesday.
The prosecutor said forces of the North Atlantic Treaty Organization -- which include U.S. servicemen -- could potentially become the target of an ICC prosecution, as the alleged crimes would have been committed in Afghanistan, which has joined the war-crimes court. However, every nation has the right to try its own citizens for the alleged crimes, and the ICC can step in only after determining a national court was unable or unwilling to pursue the case.
The specter of international trials of U.S. troops was central to the Bush administration's objection to joining the court, and the U.S. hasn't ratified the Rome Statute that set up the ICC in 1998. While the Obama administration has spoken more positively of the court, the president hasn't signed the treaty, which would need Senate ratification.
Mr. Ocampo said the court was also looking into the actions of the Taliban.
"We have not seen [Mr. Ocampo's] comments, but I can assure you that allied forces are operating under very difficult circumstances and are doing everything they can to avoid hurting civilians," a U.S. official said. "It is the Taliban that have been intentionally killing people, maiming them, taking them hostage, executing them.
"There are cases and incidents of misbehavior of troops, and every country is obligated to take steps against these folks. We take those types of things seriously. Our military courts would obviously investigate those things first, and where there needed to be prosecutions and sentencing, all of that would happen," the U.S. official said.
The ICC's preliminary inquiry is "very complex," Mr. Ocampo said. The court is trying to assess allegations of crimes including "massive attacks," collateral damage and torture, he said, adding that his investigators were getting information from human-rights groups in Afghanistan and from the Afghan government.
Under its statutes, the ICC can prosecute alleged crimes committed by nationals of a country that has joined the court; alleged crimes by nonmember nationals if they are committed on the territory of a state that has signed and ratified the treaty; or cases referred by the U.N. Security Council.
Mr. Ocampo's remarks come after NATO forces this week acknowledged that civilians were among the dozens killed in an airstrike on two hijacked fuel trucks. They were struck by U.S. warplanes after being called in by German ground command.
The killings were the latest in a series of U.S. airstrikes that have inadvertently killed Afghan civilians, U.S. officials say.
Mr. Ocampo said that under certain circumstances, so-called collateral damage -- the inadvertent killing of civilians in a military strike -- could be prosecuted as a war crime. "It's very complicated," Mr. Ocampo said. "War crimes are under my jurisdiction. I cannot say more now because we are just collecting information."
Controversy could arise, for instance, if the U.S. and the ICC disagreed on whether an alleged incident involving a U.S. serviceman amounted to a crime.
Mr. Ocampo said on Wednesday that his investigators have also opened preliminary inquiries in Gaza, Georgia, Kenya and Colombia.
The ICC came into force in 2002, and 109 nations have joined. Mr. Ocampo, an Argentine, became prosecutor in 2003. Since then the court has opened formal investigations into alleged crimes in Northern Uganda, Congo, the Central African Republic and the Sudanese province of Darfur. It has indicted 14 people, including Sudanese President Omar al-Bashir earlier this year. Seven are free, two have died and five have been apprehended.
The court began its first trial in January against Thomas Lubanga, a Congolese militia leader.
Printed in The Wall Street Journal, page A10



Taiwan's Newly Named Cabinet Faces Old Problems 
New Lineup to Pursue China Pact and Deal With Financial Crisis





By DANIEL ONG KIAN HONG and JESSIE HO

TAIPEI -- Taiwan's new premier announced late Wednesday the lineup of his cabinet, after departing Premier Liu Chao-shiuan said he and his administration will resign Thursday to take responsibility for the government's bungled response to a deadly typhoon.
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Reuters

Incoming Premier Wu Den-yih, whose predecessor resigned over the government's handling of typhoon rescue efforts, announces a new cabinet Wednesday in Taipei.


In the first major shake-up of the government since President Ma Ying-jeou took office nearly 16 months ago, Wu Den-yih, the new premier, named Yen-Shiang Shih, chairman of state-run CPC Corp., Taiwan, as the new minister of economic affairs, succeeding Chii-Ming Yiin.
With the shuffle, the government is seeking to address public anger at its slow and initially uncoordinated relief effort after Typhoon Morakot hit the island Aug. 8, leaving more than 700 people dead or missing.
Mr. Ma, whose previously high approval ratings have plunged, has apologized for the government's handling of the typhoon's aftermath.
Tsai Hsung-hsiung, a minister without portfolio, will be minister of the council for economic planning and development, succeeding Chen Tain-Jy, Mr. Wu said at a news conference.
Minister of Finance Lee Sush-Der, Mainland Affairs Council Chairwoman Shin-Yuan Lai, Minister of Transportation and Communications Mao Chi-Kuo, and Minister of Justice Wang Ching-feng retain their posts, Mr. Wu said.
The appointments take effect Thursday.
Mr. Wu said the departing cabinet had done a lot of good work in coping with the global financial crisis and Typhoon Morakot.
"We will continue to work hard" on what they have done, he said.
The new cabinet will also continue pushing for an economic pact and a financial memorandum of understanding with China, through which Taiwan and China will pledge to eliminate most tariffs and open their financial markets to each other.
"Taiwan can't close its door given a very competitive international environment, so we need to overcome challenges including the emerging competition" from other Asian nations, Mr. Wu said.
Timothy Yang will become the minister of foreign affairs; and Jiang Yi-huah minister of interior.
The new cabinet will face the same economic and political challenges as the departing cabinet, including shoring up the island's worsening public finances and building support for the ruling Kuomintang ahead of year-end local government elections.
Ratings companies have expressed concern about the government's rising debt levels. Fitch Ratings has cut its outlook on Taiwan's sovereign rating and said it may downgrade the actual rating later this year. The agency rates Taiwan's long-term local currency rating at AA with a negative outlook and rates its long-term foreign currency debt at A-plus with a stable outlook.
Write to Daniel Ong Kian Hong at daniel.ong@dowjones.com and Jessie Ho at jessie.ho@dowjones.com



Deaths Mar Rescue of Reporter by U.K. 





By RUSSELL ADAMS, MATTHEW ROSENBERG and ALISTAIR MACDONALD

British special forces in Afghanistan rescued a New York Times reporter who was kidnapped Saturday by the Taliban, but the deaths of his interpreter and a British commando in the predawn raid Wednesday raised questions about the operation.
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Reuters

Stephen Farrell, left, was rescued Wednesday in a raid in northern Afghanistan by British troops, while Sultan Munadi, right, was killed.


Gunmen had seized journalist Stephen Farrell, who is a dual British-Irish citizen, and Afghan interpreter Sultan Munadi in a village in Kunduz province that was the scene of bombings last week by North Atlantic Treaty Organization forces that killed dozens of people. The New York Times didn't report the kidnappings out of concern for the men's safety, and asked other news organizations to do the same.
At least three other people were killed in Wednesday's raid, including a Taliban commander and the owner of the house where the hostages were being held, a provincial official said, according to the Associated Press.
The operation was supported by Afghan authorities and NATO, British Prime Minister Gordon Brown said in a statement. Mr. Brown praised the "breathtaking heroism" of those involved in the rescue. "The operation was carried out after extensive planning and consideration. Those involved knew the high risks they were running," he said.
As the raid began, Mr. Farrell, 46 years old, told colleagues, the kidnappers began to disperse. When the hostages tried to flee, Mr. Munadi, 34, was in front of Mr. Farrell, trying to identify himself as a journalist when he fell in a hail of bullets. Mr. Farrell said it was unclear if British fire had felled Mr. Munadi. A Downing Street spokesman declined to comment on the issue.
Rahim Samandar, head of the Afghanistan Independent Journalists Union, expressed anger at Mr. Munadi's death. He said troops seem more concerned about the fate of Western reporters in the country than local ones.
Press freedom organization Reporters Without Borders called for an investigation into Mr. Munadi's death. "The tragedy that took place this morning in northern Afghanistan raises many questions," the organization said.
Mr. Farrell's nationality meant it was up to U.K. authorities to give the green light, according to a U.S. official briefed on the raid. The U.K. ordered the raid after deciding the risk to the hostages' lives made it necessary, and the military knew with certainty where the journalists were being held, said a person familiar with the matter.
New York Times executive editor Bill Keller said Mr. Farrell said the situation "grew more menacing" on the third day of his captivity, which Mr. Keller said may have prodded forces to take action.
Printed in The Wall Street Journal, page A11



IEA Sees Global Oil Demand Rising 





By JAMES HERRON

LONDON -- The International Energy Agency Thursday revised up its forecast for world oil demand for the third consecutive month, citing stronger-than-expected economic growth in developing Asian economies and North America.
Global oil demand in both 2009 and 2010 is now expected to be 500,000 barrels a day higher than the organization's August estimate, at 84.4 million barrels a day and 85.7 million barrels a day respectively, the IEA said. Despite the increase, projected oil consumption this year will still be down 2.2%, or 1.9 million barrels, compared with last year, reflecting the still weak economy.
"Economic prognoses from the OECD and IMF are being revised higher, while baseline oil demand in the U.S., China and other Asia appears to be running stronger than preliminary estimates suggested," the Paris-based organization said in its monthly report.
Crude-oil prices rose almost $1 to more than $72 a barrel immediately after the release of the IEA figures, which came hours after the Organization of Petroleum Exporting Countries decided to keep its oil output unchanged at a meeting in Vienna. The price of October U.S. light sweet crude recently pared its gains to trade up 57 cents at $71.88 a barrel. 
OPEC ministers echoed the IEA's increasing optimism, saying they see a brighter outlook for oil consumption in Asia. "I am more confident today than what I was back in May" about China's economic recovery, Saudi Oil Minister Ali Naimi said. 
"We're looking East more these days," Kuwaiti Oil Minister Sheikh Ahmad Abdullah al-Sabah said. 
However, the IEA cautioned that rich country demand is set to remain weak for the remainder of the year and the true extent of the demand rebound in China is obscured by massive stock building there.
"It's difficult to discern the true strength of Chinese demand at the final consumer level," said the report's editor, David Fyfe.
Despite the increase, projected oil consumption this year will still be down 2.2%, or 1.9 million barrels a day, compared with last year, reflecting the still weak economy. 
In August OPEC was still pumping significantly above its output target as some members continue to exceed their quotas, the report said. Excluding Iraq, which isn't subject to quotas, OPEC supply in August was 26.3 million barrels a day, 1.4 million barrels a day above the group's target. 
OPEC acknowledged Thursday that compliance with its target of 24.9 million barrels a day is only 68% to 70% and behind the scenes in its Vienna meeting members pledged to improve their adherence to existing output quotas. 
The report also highlighted high stock levels in heating oil and diesel ahead of the winter.
"Some 60 million barrels of products, mainly middle distillates, are being held in floating storage, largely off Europe," it said.
How the winter heating season plays out will be a key factor in future OPEC decisions, said the IEA's Mr. Fyfe. "They would be looking for winter (demand) together with greater (quota) compliance to whittle into that stock overhang," he said. 
Non-OPEC oil supply forecasts were unchanged from last month's report, although Mr. Fyfe said there could be "revisions to non-OPEC supply numbers for the second half of the year if we get through the Hurricane season unscathed." 
Write to James Herron at james.herron@dowjones.com



BBC Trust Chairman Says Fees Shouldn't Be Shared 





By TIM HANRAHAN

BBC Trust Chairman Michael Lyons said in an open letter to U.K. television watchers that the British Broadcasting Corp. won't "ask the public for more money than it needs to do its job," but that it doesn't believe viewers want their license fees diverted to private broadcasters.
Sir Michael also indicated that cuts to the size of its broad television, radio and online offerings may be in the offing. "The seismic shifts currently taking place in the economy and in technology require us to think bigger even though it may mean the BBC becoming smaller, and above all to ensure we really are delivering the BBC that license fee payers want and are willing to pay for," said Sir Michael.
The BBC Trust is the governing body of the BBC.
Sir Michael cited research on viewers opinions on the license fee, which is currently 139.50 pounds a year for all television-watching households. Offered six possible options for what should happen to the license fee once a digital-switchover project is finished, about half of respondents said they would prefer the license fee to be lowered by 5.50 pounds. Seventeen percent wanted expanded BBC programming, while 6% wanted the savings to be spent on regional news on other channels. The poll by Ipsos MORI surveyed 2,068 U.K. adults aged 15 years and over.
The letter comes as mandatory payments to BBC have drawn fire. Last month, James Murdoch, News Corp.'s top executive in Europe and Asia, said state support gives the BBC an unfair edge over commercial media firms such as News Corp.'s BSkyB satellite TV service. He described as "chilling" what he called the BBC's improper expansion and influence in the U.K. media industry. News Corp. owns The Wall Street Journal.
The Times (London) reported Thursday that the BBC is preparing to drop popular U.S. shows such as Mad Men and The Wire in reaction to criticism that it is using public funds to stifle commercial rivals.
Write to Tim Hanrahan at tim.hanrahan@wsj.com



Total Laments North Sea Costs 
CEO Says High Taxes Limit Energy Exploration; 'Not at Any Price'





By ANGELA HENSHALL and ELIZABETH ADAMS

ABERDEEN, Scotland -- Steep service-company charges and high taxes are stifling investment from major oil and natural-gas companies in the U.K.'s North Sea basin, Total SA Chief Executive Christophe de Margerie said Wednesday.
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North Sea production costs have soared amid the global economic slump that led to crude-oil prices plunging to lows of around $30 a barrel. Above, a facility in the West Don field of the North Sea.


North Sea production costs have soared amid the global economic slump that led to crude-oil prices crashing to lows around $30 a barrel from a peak near $149 a barrel. Cash flows have tightened and access to new finance has become difficult.
Major oil producers have scaled back while smaller companies are simply looking to survive the downturn. The number of planned exploration wells has been dramatically reduced to 10 wells in 2010 from 108 wells in 2008.
"Yes, we will stay. We have plenty still to do as majors in the North Sea," said Mr. de Margerie, speaking at the Offshore Europe conference here. "But not at any price."
He described an increasingly difficult operating environment: "We cannot continue like this. Safety, environment, security -- all of these trigger additional costs."
Mr. de Margerie said any hope service companies had of achieving prices for contracts struck in 2004 to 2006 was overly optimistic. He addressed services company Petrofac PLC senior management directly at the briefing, asking them to reduce their costs.

Christophe de Margerie
There are potentially 15 billion to 25 billion barrels of reserves yet to be produced from the North Sea, according to U.K. government figures, but much is in high-pressure, high-temperature reservoirs, or in deep water.
The size of new discoveries is decreasing and often depends on maintaining the existing infrastructure to deliver satellite fields. The development costs associated with these reserves, however, keep rising.
Despite this, the North Sea offers greater opportunities for job creation than many other areas of U.K. industry. Exxon Mobil Corp. said Tuesday it plans to invest $200 million in North Sea oil field Beryl, creating 80 jobs.
 Malcolm Webb, chief executive of the trade association Oil and Gas U.K., said the single biggest threat to the U.K. sector is "a lack of competitiveness with other regions, in terms of the economics of the basin." He added, "We can't go on believing that the old regimes will work. We need radical change."
Exxon's plans to invest at Beryl, where its subsidiary Mobil North Sea LLC has a 50% stake, are a rarity.
U.K. Energy Minister Lord Hunt said the industry, together with politicians, has to be smart about getting remaining oil and gas out. Discussions, centered on taxation, a stable regulatory regime and the flexibility to respond to changing circumstances, have already been successful, he said, feeding through into budgetary amendments that have been welcomed by industry.
Dialogue continues, he said. "I sense a definite feel of optimism. There's a lot of oil and gas in the North Sea still to be exploited.
Write to Angela Henshall at angela.henshall@dowjones.com and Elizabeth Adams at elizabeth.adams@dowjones.com
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Bolivian Man Is Held in Mexican Hijacking 
	Video





By JOSE DE CORDOBA

MEXICO CITY -- A Bolivian-born preacher briefly hijacked an Aeroméxico airliner traveling from Cancún to Mexico City with 112 passengers aboard on Wednesday, Mexican officials said, but passengers and crew were released unharmed after the plane landed safely.
While the plane was en route, the hijacker told the crew he had a bomb and would blow the plane up unless he was allowed to speak to Mexican President Felipe Calderón after the plane landed, Public Security Minister Genaro García Luna said.




The man "said he had a vision and wanted to warn the president" that a major earthquake was about to strike Mexico, Mr. García Luna said.
Mexican federal police initially arrested eight men shortly after the incident, but released all except the preacher. Police believed there was more than one hijacker because the preacher told the crew he was accompanied by three others, police said. It turned out he was referring to the Holy Trinity, Mr. García Luna said.
Police said the suspect was José Flores, a Bolivian-born former drug addict who became an evangelical preacher and has lived in Mexico for the past 17 years. There was no public background information available for the name given by police.
But there are many Internet links, including a number of songs on YouTube and a Web site for a man named Josmar Flores, who describes himself as a Bolivian-born evangelical preacher who lives in Mexico and who owes his salvation from drugs to Jesus. His picture appears to match the man police presented to journalists.
View Full Image

Associated Press

Police enter the Aeroméxico plane that was hijacked Wednesday. All passengers and crew were released; no one was hurt in the incident.


In one video, Mr. Flores strums a guitar and sings a song called "Jesus Christ, the Superior Dose," which recounts how, when down and out at a bar at 3 a.m., the narrator is saved by Jesus, who is a "superior dose" to the drugs he was taking.
Police said Mr. Flores felt the earthquake was imminent because of the date: 09/09/09, which, read upside down, was 666, a number that some associate with the devil. To offset the date, the preacher wanted the plane to circle the Mexico City runway seven times. The number seven is seen by some as a holy number. Police said the pilot told Mr. Flores the plane would run out of fuel if it circled seven times.
Mr. Flores was bluffing about the bomb; no explosives were found on board the plane, police said. Mr. Flores, at the press conference with police, told reporters that he hijacked the plane using two juice cans. "I filled them with dirt and put some lights on them," he said.
Adriana Romero, a passenger on Aeroméxico Flight 576, told the Televisa network that the hijacker was a well-dressed man in his early 50s. Another passenger said he walked up and down the aisle carrying a Bible.
Ms. Romero and other passengers said they had no idea the plane had been hijacked until after it had landed and was surrounded by federal police. "There were no shouts, there wasn't any crying, we were all very tranquil," she said.
After the plane landed, the passengers were informed by the captain through the public-address system that there was a "delicate" situation and that negotiations were going on.
Shortly after, a large group of passengers disembarked. A few minutes later, a contingent of heavily armed federal police rushed into the plane, and within seconds crew members and a few others emerged.
Write to Jose de Cordoba at jose.decordoba@wsj.com
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Philippine Rebel Predicts Wider Insurgency 
Communist Group's Founder Says Ranks of Guerrillas to Grow





By VLADIMIR GUEVARRA

UTRECHT, the Netherlands -- More than 40 years after founding the Communist Party of the Philippines, a former literature professor who has long stayed outside his homeland says the party's military wing plans to significantly increase its armed capabilities in the next three years.
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Jose Maria Sison, founder of the Philippine Communist Party, is shown with his wife Julie de Lima at a 2007 press conference at his headquarters in the Dutch city of Utrecht. He has lived in the Netherlands since 1987.


Jose Maria Sison, who was imprisoned in 1977 by then-President Ferdinand Marcos and freed in 1986 by Corazon Aquino shortly after "People Power" put her in power, says the insurgency he seeded with Maoist ideas intends to use sympathizers to recruit 3,000 to 5,000 new guerrillas in impoverished rural areas.
He maintained that based on their experience, small squads of the New People's Army are able to do organization work and recruitment in targeted villages, and platoons are capable of assaults to gather more firearms from Philippine soldiers and police stations.
In Mr. Sison's view, there are currently about 6,000 rebels in the NPA. That is close to an estimate by the Philippine military, which put the number of guerrillas at 5,239 at the end of 2008.
Philippine intelligence officials today still regard the NPA as the nation's biggest security threat. Its ambition to overthrow the Philippine government and replace it with a Maoist state, they say, surpasses that of a better-equipped Islamist insurgency in the south of the country, which hopes to carve out a localized Muslim homeland.
The 70-year-old Mr. Sison, who has lived in the Netherlands for 22 years, made his comments on the NPA in an interview soon after efforts were made -- and then halted -- to restart peace talks between the National Democratic Front, an umbrella organization of far-left Philippine groups, and the Philippine government.
The planned talks, initially set for August in Norway, didn't proceed after Philippine authorities refused an NDF demand that Manila first drop criminal charges against two suspected Communist leaders currently in hiding.
In 1992, the NDF and Philippine government representatives, meeting in The Hague, agreed to a joint declaration on pursuing peace talks; then-President Fidel Ramos later signed the agreement.
From 1992 to 2004, when the last round took place, the two sides held about 30 formal and informal meetings, according to the Philippine Peace Center, a nongovernment organization.
Since 1990, Mr. Sison has used the title of chief political consultant to the NDF, and in that capacity he has been involved in discussions about restarting the peace talks after a five-year break. Philippine government negotiator Avelino Razon Jr. has described Mr. Sison's insistence that Manila prosecutors drop charges against the rebel leaders as "unreasonable."
For years, Mr. Sison has denied being chairman of the Communist Party or directing its military wing. Philippine intelligence officials have long said that he has denied any party position to help maintain a refugee status.
With his NDF position, Mr. Sison has had a role in setting the agenda of the peace talks. To date, the process has produced agreement on just one main agenda item -- mutual respect for human rights and international humanitarian laws.
When Mr. Sison founded the Communist Party of the Philippines in 1968, he adopted the nom de guerre Amado Guerrero, or beloved warrior. Before his 1977 capture in a safe house after meeting field commanders, Mr. Sison galvanized the growth of the party.
While he was leading the party's insurgency against the Philippine government, he regularly told fellow guerrillas their struggle would be protracted -- and he still feels that way. President Gloria Macapagal Arroyo has ordered the Philippine army to eliminate the NPA by 2010. Mr. Sison foresees that in addition to a growing number of rebels, the Manila government in coming years will be confronted by increased NPA propaganda and community-organizing efforts.
"The NPA is waging a war of fluid movement," he said. "It doesn't defend a territory to the death -- it has no fixed structures to defend."
The U.S., along with the Philippine government and the European Union, considers the NPA a terrorist group. Mr. Sison, who can't travel to the U.S., hasn't been granted the right of stay in the Netherlands, but he has been allowed to remain since he came in 1987 on an overseas lecture tour.
While he was on that tour, the Aquino government canceled his passport. Colleagues advised Mr. Sison to stay in the Netherlands, fearing attacks in the Philippines at that time on leftist leaders. In 1992, a Dutch court gave him the status of a political refugee.
During the years since Mr. Sison left the Philippines, the communist insurgency there has continued, and inflicted both human and economic costs. The guerrillas' custom of extracting what they call "revolutionary taxes" from mines, plantations, transport and telecommunications companies operating in rural areas has hurt development of infrastructure across the country for years.
 Ian Bryson, Southeast Asia risk analyst at London-based consultancy Control Risks, said endemic poverty and corruption in far-flung areas of the Philippines could continue to nurture the insurgency.
But in his view, gradual economic improvements in the Philippines -- which this year has succeeding in avoiding recession amid the global crisis -- are likely to keep trickling down to the rural communities in which the insurgents operate. "The threat remains from the NPA, but the risks are likely to diminish in the next few years," Mr. Bryson said, adding that Mr. Sison's comments about growing numbers of NPA guerrillas seem "more hopeful than realistic."
In the Philippines, government officials suggest that Mr. Sison isn't helping the NPA's efforts, as they accuse him of enjoying a comfortable life in the Netherlands while comrades at home scratch out a subsistence in the country's mountains and flood-plains.
In 2006, at a Christmas party in the Netherlands, Mr. Sison was photographed dancing with Ara Mina, an actress known for racy roles in Philippine movies. Mr. Sison said he was simply mingling with other Filipino expatriates at a gathering that was "nothing compared to the wild parties thrown by the sybaritic officials of the Arroyo regime and its armed forces."
—James Hookway in Bangkok contributed to this article.
Write to Vladimir Guevarra at vladimir.guevarra@dowjones.com



Spain Raises Taxes as Budget Crisis Deepens 
Europe Scrambles After Financial Crisis





By THOMAS CATAN

MADRID -- Spain's prime minister announced tax increases and spending cuts to begin to reverse a ballooning budget deficit, as countries around Europe are grappling with such deficits in the aftermath of the financial crisis.
Ireland several months ago moved to raise taxes and cut spending, and the U.K. is weighing similar moves. In Spain, José Luis Rodríguez Zapatero said in a speech to Parliament that the tax burden would rise by as much as 1.5% of gross domestic product -- around €15 billion ($21.75 billion) -- under a series of fiscal changes. At the same time, he vowed an "exhaustive purge" of all nonessential spending by the central government.
AP

Prime Minister Zapatero warned Spain's parliament in Madrid on Wednesday of prolonged economic difficulty after the country eventually recovers from the recession.
While bigger euro-zone members like France and Germany are starting to recover from the recession, weaker members like Spain remain mired, spiking concerns about a divergence in the euro zone's economic fortunes. The global financial crisis pricked Spain's debt-fueled housing bubble in 2008, causing the bloated construction sector, the engine of Spain's 14-year-long economic boom, to stall.
In the face of soaring unemployment -- which at 18.5% is now twice the rate in the rest of the European Union -- Spain's debt-laden households have slashed spending, hobbling Spain's only other major growth engine. Economists believe Spain is facing years of economic stagnation, as it struggles to find new sources of growth and regain its international competitiveness.
On Wednesday, Mr. Zapatero, altering his usual upbeat tone, acknowledged that Spain would face a lengthy period of high unemployment and economic difficulty even after it pulls out of recession. "The 2010 budget will be the most austere in recent years," he said, promising to cut government spending by 4.5%, or €8.6 billion. Mr. Zapatero ruled out raising income taxes, but he didn't specify what taxes will be raised.
Spain's main opposition party, the conservative Popular Party, has long accused Mr. Zapatero of being in denial about the seriousness of Spain's economic predicament. It said the center-left government had been spending recklessly and lacked a coherent plan to right the economy.
"There is no tax increase capable of filling the hole that you have created," the Popular Party leader, Mariano Rajoy, told the prime minister in Wednesday's debate.
Madrid is preparing to introduce a bill aimed at shifting Spain's growth model from construction to what it calls a "sustainable economy." While details remain vague, Mr. Zapatero has hinted it will include fresh government incentives for the renewable-energy sector.
However, the prime minister has repeatedly dismissed calls from business leaders to make Spain's rigid labor market more flexible. Without such changes, which are opposed by Spain's labor unions, many economists say the unemployment rate will remain high for years to come.
Over the past decade, Spain's labor costs have risen at nearly twice the rate of the other nations that use the euro as their currency, making Spain increasingly uncompetitive internationally. Because it has no currency of its own to devalue, economists say it can regain its competitiveness only through years of painful wage and price disinflation.
Spain entered the crisis with relatively low levels of public debt compared with other European nations, but the burden is rising as tax receipts plunge and government spending jumps. An extended period of low growth would make it harder for Spain to service its debt.
Because of their rapidly deteriorating accounts, investors have become more skittish about buying the debt of weaker euro-zone members like Spain, Italy, Greece and Portugal. To buy 10-year Spanish bonds, they currently are demanding an interest-rate premium of more than 0.60 percentage point over German government bonds, up from an average of 0.15 point since the euro's debut.
Many private economists expect Spain's budget deficit to approach 10% of GDP this year, up from 3.8% last year. However, Mr. Zapatero vowed that by 2012 Spain would return to the 3% deficit limit that euro-zone members are supposed to adhere to under European Union rules.
—Jonathan House contributed to this article.Printed in The Wall Street Journal, page A9



Obama Gets High Marks in Europe, but U.S. Foreign Policy Is Less Popular 





By JOHN W. MILLER

BRUSSELS -- Barack Obama's popularity has been shrinking in opinion polls in the U.S. since his election, but Europeans still give the American president high marks, according to an annual public-opinion survey in the European Union, the U.S. and Turkey.
The report, released Wednesday by the German Marshall Fund, showed 77% of Europeans approve of Mr. Obama's handling of international affairs—a record for a U.S. president—compared with 19% support for former President George W. Bush a year ago. In Germany, Europe's biggest country, the jump was 80 percentage points to 92%, the biggest increase in any category in the seven-year history of the survey.
"Beyond the hype about 'Obamamania,' this is a tsunami, a once-in-a-generation bounce in popularity," says Ronald Asmus, executive director of the fund's Trans-Atlantic Center in Brussels.
The news is less good for U.S. foreign policy. Europeans remain highly skeptical about American goals for Afghanistan, American diplomatic pressure directed at Iran's nuclear program, and American support for Turkey's admission into the EU. "The president has not been able to convert personal popularity into real support for policies," Mr. Asmus says.
While 47% of Americans support the possibility of a strike against Iran to get the country to eliminate a potential nuclear-weapons threat, only 18% of Europeans do.
After the Sept. 11, 2001, attacks, invading Afghanistan was one thing the U.S. and Europe agreed on. Now, with no end in sight to the North Atlantic Treaty Organization presence there, the European public has grown weary of the war.
A majority of people in the countries surveyed, except the U.S., want their troop presences there reduced or withdrawn. In Poland, 68% of respondents want their country's troops brought home; in the U.K., 60%; in Germany, 56%; and in the U.S., 30%.
View Full Image
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Above, U.S. President Barack Obama hosted a group discussion with students in V.A., on Tuesday. Mr. Obama is shrinking in popularity at home, but Europeans still give high marks to the American president says a survey conducted by the German Marshall Fund.


Mr. Obama has pledged to send 21,000 more soldiers to Afghanistan, and the top U.S. commander in the country, Gen. Stanley McChrystal, is expected to ask for tens of thousands more. The president has said he is counting on continued European support for the mission to stabilize Afghanistan.
With only three weeks before German national elections, a NATO airstrike in Afghanistan on Friday that Afghan and Western officials have said killed as many as 130 people, including civilians, has heightened doubts in Germany. The attack was called in by German troops who felt under threat, and carried out by U.S. planes. An inquiry is under way. German Chancellor Angela Merkel and U.K. Prime Minister Gordon Brown have called for an international conference to discuss Afghanistan's future.
Turkey seems increasingly distanced from both the EU and U.S., despite Mr. Obama's trip to the country in April. Only 3% of Turks say the U.S. should be their country's "major international partner."
Says Mr. Asmus, "If you're in the State Department, you have to be frustrated that Obama's efforts didn't spill over into public support for the U.S."
European attitudes toward Turkey joining the EU remain ambivalent. Only 12% of French and 16% of Germans say the 27-nation bloc welcoming Turkey would be "a good thing," compared with 41% of Americans. Michael Emerson, an analyst at the Brussels-based Center for European Policy Studies, said this shows the time isn't ripe for Turkish membership. "The political facts are transparent that a sufficient number of European states don't want Turkey in," he says.
The U.S. remains more ambivalent than Europeans about climate change, with 43% of Americans saying it isn't worth changing their habits if it would hurt the economy. But not all European countries are worried about the environment. In the Netherlands, where people have been vulnerable to flooding for centuries, 23% of respondents were "very concerned" about climate change, compared with 59% in Germany.
European countries were also somewhat divided about Mr. Obama. In Central and Eastern Europe, 60% of people thought favorably of the U.S. president's handling of international affairs, compared with 86% in Western Europe. That went along with a rising skepticism in Eastern European countries about the ability of Western Europe and the U.S. to protect them. Fewer Eastern Europeans trust NATO to protect them from Russia. Only 50% of Poles say the alliance is "essential" to their nation's security, for example, compared with 64% in a survey in 2002.
Write to John W. Miller at john.miller@wsj.com



Four U.S. Soldiers Killed in Iraq 
Security Forces Are Arrested in Relation to August Attack





By GINA CHON

BAGHDAD -- Four American soldiers were killed Tuesday in roadside bomb attacks in Iraq amid a spike in violence in the last month, the U.S. military announced.
Iraqi authorities also announced Tuesday that 29 members of the Iraqi security force were arrested and charged with negligence in relation to the Aug. 19 spate of bombings that left almost 100 people dead in Baghdad.
Three of the American soldiers were killed in northern Iraq after a bomb targeting their patrol detonated around 11:40 a.m. Tuesday, the U.S. military said. The fourth soldier was killed in Baghdad when his patrol was targeted in the southern part of the capital around 10:30 a.m. Tuesday.
Their names are being withheld pending notification of family members, the U.S. military said.
Separately at a news conference on Tuesday, Baghdad security command spokesman Maj. Gen. Qasim al-Mousawi said 29 army and police officers who were responsible for security around the ministries of foreign affairs and finance were detained because of "clear negligence" related to the Aug. 19 attacks near those facilities.
The biggest blasts that day targeted the foreign-affairs ministry and drove the number of Iraqi violent deaths to the highest level since July 2008, according to government figures.
Mr. Mousawi also said the achievements of the Iraqi security forces has fallen below expectations and the government is reviewing security plans under the direction of Iraqi Prime Minister Nouri al-Maliki. He also said 92 people had been killed in the Aug. 19 attacks, instead of the earlier reported figure of at least 100.
On Tuesday, a roadside bomb killed five people in northern Iraq, a day after a spate of explosions on Monday killed at least 15 people across the country.
Mr. Mousawi's announcement was a rare acknowledgement that the Iraqi police and army still need major improvements. Mr. Maliki and other government officials had touted the country's security achievements and said Iraq could handle protecting its people after the American troop withdrawal from urban areas on June 30.
Since last month's attacks, the Iraqi government has blamed members of Saddam Hussein's Baath Party, some of whom live in Syria, for the bombings. The Iraqi government has asked the United Nations to set up a tribunal to prosecute the bombing suspects and demanded that Syria hand over two members of the Baath Party, who are accused of planning the attacks and now live in Syria.
Syrian President Bashar al-Assad has refused the request, calling Iraq's accusations "immoral" and requesting evidence for the accusations. Since the attacks, both countries have withdrawn their respective ambassador's from each other's capitals.
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Jobs Takes Stage at Apple Event 
	Video
	Slideshow





By YUKARI IWATANI KANE and JESSICA HODGSON

 Steve Jobs appeared in public for the first time since the Apple Inc. chief executive received a liver transplant earlier this year, showing he was back in charge and allaying some concerns about his health.
View Full Image
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CEO Steve Jobs, who was greeted Wednesday by a standing ovation from the crowd, said he was back at Apple, loving every day of it.


Mr. Jobs, taking the stage at an event in San Francisco, unveiled new offerings that included an iPod Nano with a video camera, and stressed the use of the iPod touch as a platform for videogames. Apple also dropped prices across its iPod lineup as the company tries to revive slowing sales.
Investor reaction to the new iPods was lukewarm as Apple's stock closed down about 1% at $171.14 on Nasdaq, after hitting a 52-week high earlier in the session. "This happens every year," said Charlie Wolf, a Needham & Co. analyst, who has followed the company for 20 years. "The rumor sites go crazy, the stock goes up, the event occurs and the stock goes down."
Mr. Wolf added, however, that the stock might have fallen further if Mr. Jobs hadn't appeared at the event. Apple's shares have risen about 20% since Mr. Jobs returned on June 29.




Mr. Jobs, who had not been seen publicly since an October event, was clad in his usual black turtleneck and jeans. The 54-year-old appeared thin and spoke with a scratchy voice, but showed energy and enthusiasm.
"I'm very happy to be here with you all," said Mr. Jobs as he received a standing ovation. He explained that he had received the liver of a young adult who died in a car accident. "I wouldn't be here without such generosity," he said, urging others to become organ donors, too.
He added: "So I'm vertical, I'm back at Apple, loving every day of it."
Apple's CEO and co-founder returned to his post in late June, following a nearly six-month medical leave. Mr. Jobs, who has battled pancreatic cancer, worried investors last year by exhibiting noticeable weight loss. He bowed out of his usual keynote at the Macworld trade show in January and went on leave.
"He looked thin but much better than he had a year ago. Part of the reason was to show the crowd he's alive and kicking," said Needham's Mr. Wolf.
Apple showed off new iTunes software and iPods with lower starting prices amid slowing sales and increasing competition from companies like Microsoft Corp., which recently disclosed a new version of its Zune HD music player.
The iPod is still the dominant digital music player, with nearly 74% market share, according to Apple. But it has been eclipsed by the fast-selling iPhone. In the quarter ended June 27, iPod shipments fell 7% and revenue declined 11% from a year earlier, to $1.49 billion.
Apple lowered the starting price of its iPod Touch device, which is essentially an iPhone without cellular phone capability, to $199 from $229. The new iPod Nano, starting at $149, comes with an FM receiver and pedometer in addition to the built-in video camera but no still camera.
Comparing the latter feature to Cisco Systems Inc.'s popular Flip camcorder, Mr. Jobs said Apple would be offering a camcorder "for free" by building it into the Nano. Some analysts believe video cameras in iPods will become a popular way to upload video clips onto Google Inc.'s video sharing site YouTube.
An overhaul of the iPod line was widely expected, given the slowing sales of existing models and stiffening competition.
"They're just trying to segment the product line, and they're trying to get people to buy multiple iPods," said Gene Munster, an industry analyst with Piper Jaffray & Co. He noted that Apple didn't add a camera in the iPod Touch as had been widely expected, and Apple also didn't include a still camera with the Nano.
Mr. Jobs and other executives described the iPod as a portable computer that will become a major force in gaming, historically a weak spot for the company's computer business. The company stressed the success of games on the iPod Touch and the iPhone, compared with devices like Sony Corp.'s PlayStation Portable and Nintendo Co.'s DS.
"When these things came out they seemed so cool...but they don't really stack up anymore," said Apple marketing chief Philip Schiller.
Apple also unveiled a new version of its iTunes software and online store. Among the new features: greater ability to share music and other digital content between multiple computers in a single home and a feature called iTunes LP, which brings additional content such as lyrics, videos and artwork to albums purchased on the site.
Write to Yukari Iwatani Kane at yukari.iwatani@wsj.com and Jessica Hodgson at jessica.hodgson@dowjones.com
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Suntory Says It Is in Talks to Buy Orangina 





By DANA CIMILLUCA, PETER LATTMAN and HIROYUKI KACHI

Japanese beverage giant Suntory Holdings Ltd. said it is in talks to acquire Orangina, maker of the famed soft drink.
A Suntory spokeswoman said Thursday "it is true that we are negotiating," but she said nothing has been decided, including the timetable and the transaction value.
Bloomberg News

A deal for Orangina, which could be reached this week, according to people familiar with the matter, would mark the latest ownership twist for the closely held firm, which bottles, distributes and franchises a range of soft drinks, including its trademark sparkling orange beverage. It had 2008 revenue of about $1.5 billion.
The price couldn't be learned, but it is likely to exceed the $2.6 billion that private-equity owners Blackstone Group and Lion Capital paid for the company in 2006.
The talks are at a delicate stage, and a deal isn't guaranteed. News of the talks mark the second possible substantial European consumer deal this week, following Kraft Foods Inc.'s decision to launch a $16.73 billion offer for Cadbury PLC of the U.K.
The potential deals show that after a period of inertia, the global mergers-and-acquisitions market may be coming back to life.
Suntory, a closely held company that bottles and distributes PepsiCo Inc. products in Japan, had about $16 billion of sales last year. A deal for Orangina, based in the Paris suburb of Levallois-Perret, would come as Suntory itself is in parallel merger talks with Kirin Holdings Co.
Orangina, which also counts Schweppes and other brands among its stable, has a rich ownership history. The private-equity firms bought it in 2006 from Cadbury, which spun off the rest of its soft-drinks business last year. It had earlier been owned by French beverage powerhouse Pernod Ricard SA. France blocked Coca-Cola Co. from acquiring Orangina from Pernod Ricard in 1998.
An Orangina deal would be a welcome sign for beleaguered private-equity firms, which have been hobbled by the mergers-and-acquisitions drought and the disappearance of the easy credit on which they thrived. A three-year exit from Orangina with the kind of gain the firms are likely to book would be an ideal outcome for Blackstone and Lion.
With a sudden spurt of merger and capital-markets activity, private-equity firms are scurrying to exit holdings and return money to their investors after almost two years of paralysis.
Though not immune from the financial downturn, the beverage industry has held up relatively well because it counts on the repeat purchase of inexpensive products. But after successfully enacting price increases to offset rising ingredient costs last year, the industry now faces a tougher time passing on price boosts as consumers tighten their belts and inflationary pressures ease, according to a Moody's Investors Service report issued this month.
Write to Dana Cimilluca at dana.cimilluca@wsj.com, Peter Lattman at peter.lattman@wsj.com and Hiroyuki Kachi at hiroyuki.kachi@wsj.com
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Kraft Covets Cadbury's Know-How in India 
	Video





By SONYA MISQUITTA and CECILIE ROHWEDDER

Associated Press

At the heart of Kraft Foods Inc.'s craving for British confectionery maker Cadbury PLC are consumers such as Divya Rodrigues.
Ms. Rodrigues, a 21-year-old accounting student in Mumbai, regularly munches on Cadbury's Crackle and Dairy Milk brands, eats twice as much chocolate as she used to and might buy even more as presents for India's Diwali holiday.
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Cadbury estimates that more than half of India's population has never tasted chocolate, providing opportunity for growth. Above, a shop in New Delhi.


Cadbury's hold on consumers in India and other emerging markets was a factor in Kraft's $16.73 billion takeover offer for the U.K. candy maker. A successful bid would boost Kraft's presence in two fast-growing parts of the global confectionery market: developing countries and the chewing-gum business.
Kraft, which makes the Milka, Toblerone and Cote d'Or brands, already has sizable chocolate businesses in Europe and Latin America. But in reaching consumers in overseas growth markets, Cadbury has had a double advantage: It is deeply entrenched in British Commonwealth countries such as India, where it has been selling chocolate for more than 60 years.
Cadbury's 2002 acquisition of several chewing-gum brands from Pfizer Inc. has yielded a strong presence in Latin America. One of those brands, Trident, was Cadbury's main growth motor in South America in the first half of this year. In Mexico, Cadbury's sales of about $500 million far outpace Kraft's sales of $350 million there, according to Andrew Lazar, an analyst with Barclays Capital.


Cadbury is the biggest confectioner in growth markets such as India, Mexico, Egypt and Thailand, according to consultancy Euromonitor International, and emerging markets provide 38% of the company's global sales, compared with about 20% at Kraft. As a combined company it would be nearly 70% bigger than its nearest competitor, candy giant Mars Inc., in emerging markets, according to a recent report by British bank Panmure Gordon Co.
In India alone, "the Kraft-Cadbury deal, if it materializes, would open up a $500 million chocolate market which is growing at 15%" per year, says Anand Shah, consumer-goods analyst at Angel Broking Ltd. in Mumbai. "Kraft has a small presence here with malted beverages, chocolates and dairy products," he says. "With dairy they would need strong distribution."
Cadbury first ventured abroad in 1921, when it opened a factory in Tasmania. It set up shop in India in 1947 and now controls 70% of the Indian chocolate market and 30% of the broader confectionery market, according to ACNielsen. Cadbury's malted-milk powder Bournvita is such a part of growing up in India that few realize it is a global brand.
Self-described chocoholic Nicole Braganza, a 23-year-old copy writer for Mumbai advertising agency Tribal DDB, also views her daily Cadbury Dairy Milk chocolate as a local brand. "I spend an average of 20 to 25 rupees [40 cents to 50 cents] a day on chocolate," she says.
Still, Cadbury estimates that more than half of India's more than one billion people have never tasted chocolate. Traditional milk-based sweets still dominate the industry, and even those are mostly eaten during festival times. That's why, like other candy companies, Cadbury sees giant potential in India. For now, the company says the Indian chocolate market is worth $465 million a year, compared with $4.89 billion in Britain, which has one-tenth the population.
"There are significant opportunities to reach out to the new consumers," Cadbury Chief Executive Todd Stitzer said during an interview earlier this year.
Cadbury's sales in India have expanded 20% a year for the past three years, as a growing middle class has more money for little luxuries. Cadbury is also targeting lower-income consumers with chocolates that cost less than five cents.
Equally important is the British company's vast distribution network, which includes the small kiosks and family-owned stores that sell large volumes of candy in emerging markets such as India or Mexico.
Kraft wants to tap into this distribution network. On a conference call with analysts Wednesday, Kraft executives said sales of its chocolate cookies have been growing rapidly, and they expect to expand those sales around the world, partially using Cadbury's distribution network.
"In some developing markets, Cadbury has quite a good toehold," says Neil Saunders, consulting director of Verdict Research in London. "If Kraft got a hold of it, they could speed things up by using some of Cadbury's distribution channels to really roll out their products."
—Eric Bellman, Deborah Ball and Ilan Brat contributed to this article
Write to Cecilie Rohwedder at cecilie.rohwedder@wsj.com
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Retail Health Clinics Move to Treat Complex Illnesses, Rankling Doctors 





By AMY MERRICK

 Retail health clinics are adding treatments for chronic diseases such as asthma to their repertoire, hoping to find steadier revenue, but putting the clinics into greater competition with doctors' groups and hospitals. 
Walgreen Co.'s Take Care retail clinic recently started a pilot program in Tampa and Orlando offering injected and infused drugs for asthma and osteoporosis to Medicare patients. At some MinuteClinics run by CVS Caremark Corp., nurse practitioners now counsel teenagers about acne, recommend over-the-counter products and sometimes prescribe antibiotics.
View Full Image
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A nurse practitioner with a patient at a retail clinic in Wilmington, Del.


The new strategy comes as an initial thrust by clinics providing basic services fizzled. CVS pared its expansion plans and Wal-Mart Stores Inc., which two years ago outlined plans to house 400 clinics, closed many clinics as several operators went out of business. Charging between $50 and $75 a visit, the clinics didn't generate enough revenue to cover startup costs.
As part of their efforts to halt losses at the clinics, the chains are lobbying for more insurance coverage, and angling for a place in pending health-care reform legislation, while trying to temper calls for regulations.
"We think we can play a big part in whatever we see in health-care reform," said Walgreen Chief Executive Gregory Wasson.
The survivors now expect to succeed by offering more complex and costly treatments, by generating more visits from treating chronic illnesses such as diabetes, and by more closely linking the clinics to pharmacy services. For example, the Gardasil HPV vaccine, which Walgreen began offering in September 2008, costs $214.99 for the first dose and $184.99 for each of the second and third doses.
Associated Press

Walgreen, the second-largest pharmacy chain by stores, plans to start a pilot program for managing diabetes in coming months. The program will coordinate its pharmacies, retail clinics, call centers and mail-order operations. Diabetes patients may browse the rest of the store for testing supplies such as blood glucose meters and strips, and sugar-free candy. The company has nearly 350 clinics in its drugstores and at big employers including Toyota Motor Corp. and Walt Disney Co.
CVS's MinuteClinic is piloting a rapid test for conjunctivitis, or pinkeye, at its Atlanta clinics and working with the Cleveland Clinic to provide care to asthma patients.
But such moves are raising the ire of physicians' groups that see the in-store clinics as inappropriate venues for treating complex illnesses. In May, the Massachusetts Medical Society urged its members to press insurance companies on co-payments to eliminate any financial incentive to use retail clinics.
"The whole notion of diagnosis and treatment is not just about passing out pills based on a cookbook recipe," said Dr. James Milam, president of the Illinois State Medical Society and an obstetrician and gynecologist in Vernon Hills, Ill. "We look for coordinated, continuous, comprehensive care, not episodic, fragmented, drive-through care."
Nurse practitioners and physician assistants, who typically staff the clinics, "are very important parts of health-care teams," said Dr. Ted Epperly, president of the American Academy of Family Physicians and a family doctor in Boise, Idaho. But "for them to create retail health clinics and take care of the community as if they were family physicians, that's not their skill set."
Dr. Troyen A. Brennan, chief medical officer of CVS Caremark, said nurse practitioners are "well trained to address diseases like diabetes [and] hypertension."
The clinics are helping alter the practice of medicine. Doctors are expanding office hours to evenings and weekends. Hospitals are opening more urgent-care centers to treat relatively minor health problems.
The clinics' weak finances leave them little choice but to expand services. There were 1,110 retail health clinics in the U.S. as of Sept. 1, 65 fewer than at the start of the year, says Merchant Medicine LLC, a research and consulting firm in Shoreview, Minn., that tracks the business.
CVS Caremark expects its MinuteClinic operations this year will lose five cents to six cents a share. It forecasts the clinics will cover its costs by the first half of fiscal 2012. Walgreen projects Take Care will become profitable in the next few years.
Late fall and winter are the times of highest consumer demand for the clinics, said Dr. Brennan. "By emphasizing new products, we're trying to spread that out," he said. By monitoring more chronic diseases, the clinics can nudge customers to regularly take prescriptions, he said.
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It's Still the Economy, Stupid 
This could be America's greatest failed presidency. 
	By DANIEL HENNINGER



	Video





It's been a long time since James Carville said the most famous thing he ever said: It's the economy, stupid. That famous phrase was in fact part of a sign hung in the Clinton campaign headquarters in 1992. There was a sense among the electorate in the fall of 1992, not entirely accurate, that the economy was foundering under George H.W. Bush. Bush lost control of the public's perception of the economy, and then he lost the presidency. 
Why with unemployment heading above 10% was Barack Obama on TV last night draining a dwindling reservoir of presidential capital on health care? Redesigning the 17% of the economy that is health care appears to be the siren song of Democratic presidencies. Mr. Obama's crew has famously said it wouldn't make the mistakes the Clintons made on health care. How calling forth both houses of Congress in prime time to join him in betting the ranch on health care qualifies as smarter politics than the Clintons is a mystery. 


Even more so now than way back in 1992: It's still the economy, stupid. 
To save himself and his party from enduring another health-care debacle, Barack Obama should put his agenda on the back burner, bend his efforts to raising the economy, and rebuild his political capital by taking credit for the inevitable rebound. That just might minimize the impending loss of House seats and allow him to revisit his wish list in 2011. The alternative is promising big, accomplishing little and getting credit for nothing. This could be America's greatest failed presidency. 
The economy is Barack Obama's 9/11. If you're Mr. Obama, it must seem a little unfair. One year ago at the Labor Day turn toward the stretch, Mr. Obama and his team were on the cusp of one of the most thrilling wins in American presidential history. No matter that many Obama voters were looking past all the state-based initiatives in his politics; the air was filled with possibility. 
View Full Image
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This was history's moment. Then on Sept. 15, 2008, history hit the wall. Lehman Brothers filed for bankruptcy. The next day the Fed said it would lend a stunning $85 billion to AIG. A major money-market fund broke the buck. 
This wasn't just a recession, a reality already discussed in the summer campaign. There was a sense after the nightmare week of Sept. 15 that the American economy was imploding. 
Assets in 401(k) accounts were ravaged. Much of the economy appeared to have fallen into the hands of fools and knaves. Businesses that once were economic beacons—GM, Chrysler, Lehman, much of Wall Street—were breaking off and falling into the sea. 
After its Inauguration, the Obama presidency should have been driving a new health-care entitlement into everlasting law on a wave of good will. Instead, it had to deal with the stumbling economy and credit system. 
Whether what they did—stimulus, the auto bailout, TARP and the rest—was the right policy is beside the point for our argument. The administration seemed to think it put a big political problem behind it, clearing the way for health care. That was a false dawn. 
The most recent Wall Street Journal/NBC poll has 87% of the public somewhat or very dissatisfied with the economy. The unemployment rate is likely to go above 10% for all 2010. Whatever GDP growth may occur, there is no evidence of new-job creation. Gold's price has risen above $1,000, suggesting inflation is swimming below the economy's flat surface. China is stockpiling gold and worrying out loud about the weak dollar. A U.N. panel said this week the world should abandon the dollar as the world's anchor currency. 
Just now, Barack Obama's mad obsession with arcane health-insurance puzzles looks beside the point.
I don't think anyone fully understands yet how much damage was done to the U.S. economy and financial system by the events of September 2008. Whatever one's belief in the $800 billion Obama-Pelosi-Summers-Romer Keynesian multiplier, it's reasonable to believe more than rote public spending is needed to restore the American job-creation machine. The public rightly worries that a damaged economy is vulnerable to more blows. 
The White House may think it and Democratic incumbents can simply pocket the credit for whatever fly-wheel growth shows up the next six months. It's more likely the public will mark down a president who appears passive to its most pressing concern. A presidency seen leading a genuine agenda for renewed growth—offering at least some oxygen to the private economy—would be more likely to earn the broad support it simply does not have now for the agenda of its dreams. 
Fat chance it will do that. We opened with the still-good advice of James Carville. We close with an even higher authority to explain last night's odd spectacle before Congress. It's Elwood, political director for the Blues Brothers: "We're on a mission from God."
Write to henninger@wsj.com




Obama's Big Political Gamble 
Red-state Democrats are being asked to risk their seats.





By KARL ROVE

Millions of Americans watched President Barack Obama's speech last night to a joint session of Congress. Much of it was familiar, having been delivered in at least 111 speeches, town halls, radio addresses and other appearances on health care. But his most revealing remarks on the topic came on Monday, at a Labor Day union picnic in Cincinnati.
There Mr. Obama accused critics of his health reforms of spreading "lies" and said opponents want "to do nothing." These false charges do not reveal a spirit of bipartisanship nor do they create a foundation for dialogue. It is more like what you'd say if you are planning to jam through a bill without compromise. Which is exactly what Mr. Obama is about to attempt. 
Team Obama is essentially asking congressional Democrats to take a huge gamble. The White House is arguing that ramming through a controversial bill is safer for Democrats than not passing anything. This is based on the false premise that the death of HillaryCare is what doomed Democrats in 1994. Mr. Obama told a reporter in July that the defeat of HillaryCare "Helped [Republicans] regain the House." Former President Bill Clinton echoed that thought recently by saying "doing nothing" today is "the worst thing we can do for the Democrats." 
Actually, attempting to pass HillaryCare is what brought down the party. Voters rejected a massively complicated, hugely expensive government takeover of health care and the Democrats who pushed it. 
In reality, it is riskier to be at odds with where Americans are than just standing by as an unpopular proposal goes down. The problem for Democrats is they are scaring voters by proposing a takeover of health care that spends too much money, creates too much debt, gives Washington too much power, and takes too much decision-making away from doctors and patients.
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The political risk for Democrats is clearest among seniors. A late July Gallup poll showed they were the age group least likely to believe health-care reform would improve medical care. Seniors are coming out strongly against Mr. Obama's health-care plan even though they're already covered by government care. Perhaps it's because, as a White House fact sheet makes clear, he wants to pay for his plan's $948 billion cost over the next 10 years by cutting some $622 billion from Medicare and Medicaid.
The latest Pew poll (August 20-27) found that 30% of seniors supported health-care reform while 54% were opposed. In July, Pew showed 29% in favor and 48% opposed. The same August Pew poll shows Republicans gaining 12 points among seniors on the generic ballot, compared to where they stood in the 2006 congressional elections. The generic ballot among seniors then was at 50% Democrat, 39% Republican. Today, it's 51% Republican and 43% Democrat. 
This matters because seniors make up a disproportionate share of the off-year vote. CNN exit polls showed that they were roughly 16% of eligible voters in 2008, but 29% of the turnout in 2006. The generic ballot among seniors in 1994 was 45% Republican and 43% Democrat. 
These numbers should worry red-state Democratic senators and the 70 Democratic congressmen whose districts were carried by John McCain or George W. Bush. The people back home are likely to punish Democrats if they vote for ObamaCare. 
Already, many of them are drawing fire for having toed the party line on a stimulus package that's likely to celebrate its first anniversary with unemployment near 10%. They're also likely to be blasted for supporting a budget that doubles the national debt in five years, a new energy tax in the form of cap and trade, and a host of other liberal policies that voters did not expect from a candidate who ran as a centrist. 
Until Ted Kennedy's vacant Massachusetts Senate seat is filled and there is confidence West Virginia's Robert Byrd is well enough to show up for a vote, there simply aren't 60 Senate Democrats to invoke cloture. That means Republicans will have considerable procedural sway, even if the White House isn't interested in giving them a real role by taking out a clean sheet of paper and starting over. 
Given the Senate situation, do vulnerable House Democrats really want to go first in voting for ObamaCare? They've already done that by slamming through cap and trade, which is now stalled in the Senate. How much political capital will Speaker Nancy Pelosi have to spend to pass an increasingly unpopular health-care measure?
The danger for vulnerable Democrats is they have a president who is losing popularity while championing an unpopular proposal. The wise course would be to push for more time to figure out the best consensus policy and for more bipartisanship in crafting any solution. 
Congressional Democrats will be under enormous pressure to stand with Mr. Obama. But the prospect of their own political future may yet concentrate many Democratic minds in Congress. 
Mr. Rove is the former senior adviser and deputy chief of staff to President George W. Bush.
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Why Are Jews Liberals? 
I'm hoping buyer's remorse on Obama will finally cause a Jewish shift to the right.





By NORMAN PODHORETZ

One of the most extraordinary features of Barack Obama's victory over John McCain was his capture of 78% of the Jewish vote. To be sure, there was nothing extraordinary about the number itself. Since 1928, the average Jewish vote for the Democrat in presidential elections has been an amazing 75%—far higher than that of any other ethno-religious group. 
Yet there were reasons to think that it would be different in 2008. The main one was Israel. Despite some slippage in concern for Israel among American Jews, most of them were still telling pollsters that their votes would be strongly influenced by the positions of the two candidates on the Jewish state. This being the case, Mr. McCain's long history of sympathy with Israel should have given him a distinct advantage over Mr. Obama, whose own history consisted of associating with outright enemies of the Jewish state like the Rev. Jeremiah Wright and the historian Rashid Khalidi.
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Hebrew campaign buttons for Barack Obama.


Nevertheless, Mr. Obama beat Mr. McCain among Jewish voters by a staggering 57 points. Except for African Americans, who gave him 95% of their vote, Mr. Obama did far better with Jews than with any other ethnic or religious group. Thus the Jewish vote for him was 25 points higher than the 53% he scored with the electorate as a whole; 35 points higher than the 43% he scored with whites; 11 points higher than the 67% he scored with Hispanics; 33 points higher than the 45% he scored with Protestants; and 24 points higher than the 54% he scored with Catholics. 
These numbers remind us of the extent to which the continued Jewish commitment to the Democratic Party has become an anomaly. All the other ethno-religious groups that, like the Jews, formed part of the coalition forged by Franklin Delano Roosevelt in the 1930s have followed the rule that increasing prosperity generally leads to an increasing identification with the Republican Party. But not the Jews. As the late Jewish scholar Milton Himmelfarb said in the 1950s: "Jews earn like Episcopalians"—then the most prosperous minority group in America—"and vote like Puerto Ricans," who were then the poorest. 
Jews also remain far more heavily committed to the liberal agenda than any of their old ethno-religious New Deal partners. As the eminent sociologist Nathan Glazer has put it, "whatever the promptings of their economic interests," Jews have consistently supported "increased government spending, expanded benefits to the poor and lower classes, greater regulations on business, and the power of organized labor." 
As with these old political and economic questions, so with the newer issues being fought out in the culture wars today. On abortion, gay rights, school prayer, gun control and assisted suicide, the survey data show that Jews are by far the most liberal of any group in America. 
Most American Jews sincerely believe that their liberalism, together with their commitment to the Democratic Party as its main political vehicle, stems from the teachings of Judaism and reflects the heritage of "Jewish values." But if this theory were valid, the Orthodox would be the most liberal sector of the Jewish community. After all, it is they who are most familiar with the Jewish religious tradition and who shape their lives around its commandments.
Yet the Orthodox enclaves are the only Jewish neighborhoods where Republican candidates get any votes to speak of. Even more telling is that on every single cultural issue, the Orthodox oppose the politically correct liberal positions taken by most other American Jews precisely because these positions conflict with Jewish law. To cite just a few examples: Jewish law permits abortion only to protect the life of the mother; it forbids sex between men; and it prohibits suicide (except when the only alternatives are forced conversion or incest).
The upshot is that in virtually every instance of a clash between Jewish law and contemporary liberalism, it is the liberal creed that prevails for most American Jews. Which is to say that for them, liberalism has become more than a political outlook. It has for all practical purposes superseded Judaism and become a religion in its own right. And to the dogmas and commandments of this religion they give the kind of steadfast devotion their forefathers gave to the religion of the Hebrew Bible. For many, moving to the right is invested with much the same horror their forefathers felt about conversion to Christianity. 
All this applies most fully to Jews who are Jewish only in an ethnic sense. Indeed, many such secular Jews, when asked how they would define "a good Jew," reply that it is equivalent to being a good liberal. 
But avowed secularists are not the only Jews who confuse Judaism with liberalism; so do many non-Orthodox Jews who practice this or that traditional observance. It is not for nothing that a cruel wag has described the Reform movement—the largest of the religious denominations within the American Jewish community—as "the Democratic Party with holidays thrown in," and the services in a Reform temple as "the Democratic Party at prayer." 
As a Jew who moved from left to right more than four decades ago, I have been hoping for many years that my fellow Jews would come to see that in contrast to what was the case in the past, our true friends are now located not among liberals, but among conservatives.
Of course in speaking of the difference between left and right, or between liberals and conservatives, I have in mind a divide wider than the conflict between Democrats and Republicans and deeper than electoral politics. The great issue between the two political communities is how they feel about the nature of American society. With all exceptions duly noted, I think it fair to say that what liberals mainly see when they look at this country is injustice and oppression of every kind—economic, social and political. By sharp contrast, conservatives see a nation shaped by a complex of traditions, principles and institutions that has afforded more freedom and, even factoring in periodic economic downturns, more prosperity to more of its citizens than in any society in human history. It follows that what liberals believe needs to be changed or discarded—and apologized for to other nations—is precisely what conservatives are dedicated to preserving, reinvigorating and proudly defending against attack.
In this realm, too, American Jewry surely belongs with the conservatives rather than the liberals. For the social, political and moral system that liberals wish to transform is the very system in and through which Jews found a home such as they had never discovered in all their forced wanderings throughout the centuries over the face of the earth. 
The Jewish immigrants who began coming here from Eastern Europe in the 1880s were right to call America "the golden land." They soon learned that there was no gold in the streets, as some of them may have imagined, which meant that they had to struggle, and struggle hard. But there was another, more precious kind of gold in America. There was freedom and there was opportunity. Blessed with these conditions, we children and grandchildren and great-grandchildren of these immigrants flourished—and not just in material terms—to an extent unmatched in the history of our people.
What I am saying is that if anything bears eloquent testimony to the infinitely precious virtues of the traditional American system, it is the Jewish experience in this country. Surely, then, we Jews ought to be joining with its defenders against those who are blind or indifferent or antagonistic to the philosophical principles, the moral values, and the socioeconomic institutions on whose health and vitality the traditional American system depends.
In 2008, we were faced with a candidate who ran to an unprecedented degree on the premise that the American system was seriously flawed and in desperate need of radical change—not to mention a record powerfully indicating that he would pursue policies dangerous to the security of Israel. Because of all this, I hoped that my fellow Jews would finally break free of the liberalism to which they have remained in thrall long past the point where it has served either their interests or their ideals. 
That possibility having been resoundingly dashed, I now grasp for some encouragement from the signs that buyer's remorse is beginning to set in among Jews, as it also seems to be doing among independents. Which is why I am hoping against hope that the exposure of Mr. Obama as a false messiah will at last open the eyes of my fellow Jews to the correlative falsity of the political creed he so perfectly personifies and to which they have for so long been so misguidedly loyal. 
Mr. Podhoretz was the editor of Commentary from 1960 to 1995. His latest book, "Why Are Jews Liberals?" is just out from Doubleday.



Obama Doubles Down 





 Democrats have wanted President Obama to drop some of his cool and fight for their health-care agenda, and last night they weren’t disappointed. The President gave away very little on the substance of what Congressional leaders are proposing, even as he offered a rhetorical bow or two to the idea of compromise. The main message of his speech to Congress is that he is doubling down on his health-care bets and counting on the sheer inertia of Democratic and health industry self-interest in Washington to drive a bill into law. 
The speech was especially notable for its use of one of Mr. Obama's favorite rhetorical devices: Noting in the first instance that his opponents have a good point, and entirely legitimate concerns, only to reject their ideas in toto when it comes to policy. Thus he endorsed the public's concern about the competence of government to manage one-sixth of the economy, only to finish with a soaring oration about the moral necessity of letting government do so. 
Thus, too, Mr. Obama bowed toward the GOP concern for medical malpractice reform, even acknowledging that it is a problem. Yet his substantive offer was limited to "demonstration projects in individual states to test these ideas." His advisers surely know that many states—including California and Texas—have already improved their tort climate for medicine with caps on noneconomic damages. The problem is that the tort bar fiercely oppose such caps, and Democrats in the Senate always defeat them. Had Mr. Obama challenged Democrats to pass that kind of tort reform, he would have been serious. As it is, his offer is mainly about making it appear that he is reaching across the aisle.
Mr. Obama also deplored the "unyielding ideological camps that offer no hope of compromise"—a line meant to appeal to independents who deplore partisanship. Yet the truth is that four of the five committees writing ObamaCare largely closed off their negotiations to Republicans. The President and his party have also trashed some of the best reform ideas—advanced by the likes of Wisconsin Republican Paul Ryan, Democratic backbencher Ron Wyden and every serious health economist in the country—that would reform the tax code so that consumer health dollars are no longer laundered through third parties, inflating medical spending. 
As for Mr. Obama's policy details, he offered little else that was new. His proposals closely follow the plan laid out this week by Montana Senator Max Baucus, differing from the House plan mainly in its initial ambition but not in the scope of government regulation of the private insurance market and its ultimate and enormous cost. 
Instead of trillions of dollars, he put his price tag at a less politically toxic $900 billion. But that is only within the first 10-year budget window and assumes "savings" that are surely illusory.
Instead of raising individual taxes right away—as the House bill would—Messrs. Obama and Baucus say they will only tax insurers and other health-care providers. But those providers will only pass those costs through to consumers, raising the price of private insurance and thus raising the subsidies that government would have to pay to make it affordable. 
Mr. Obama was especially canny as a political matter to issue a strong defense of the so-called "public option" to compete with private insurers. The rhetoric will please his left flank, even as he and they know that divisions in his own party have already doomed that idea for now. Liberals will squawk when the Senate throws the public option over the side, but they know that Mr. Baucus's plan gets them to the same destination, only over a longer period. 
Perhaps Mr. Obama's most remarkable sleight-of-hand was his claim that he "will not stand by as the special interests use the same old tactics to keep things exactly the way they are." The reality is that nearly all of those "special interests" are standing with him. The doctors' lobby, the hospitals, Big Pharma, even the largest insurers have all invested enormously in government health care. 
Mr. Obama's speech was less about persuading the public than it was a political pep talk to this Beltway constituency. He hopes to buy enough political breathing space with a bump in the polls—however short-lived—to steel their nerves to power ObamaCare into law. The only way to stop it now is with a giant wave of popular opposition. 


Free Speech, Take Two 
The Supreme Court hears a landmark case on campaign finance.





Hillary Clinton may end up the accidental heroine in the battle to reassert First Amendment rights over restrictions on political speech. Yesterday, the Supreme Court heard a historic reargument in the case of Citizens United v. Federal Election Commission, and the Justices have a chance to revisit two of their greatest offenses against the Constitution. 
The case involves a political documentary made during last year's Presidential primaries about then-Senator Clinton called "Hillary: The Movie." It wasn't what you'd call a glowing portrayal. Funded by a group called Citizens United, the film was intended to be shown on cable TV during the primary season, a profile that got it caught in the net of campaign finance reform laws that control political advertising. 
At stake are two major precedents in the campaign-finance canon, Austin v. Michigan Chamber of Commerce (1990) and a portion of McConnell v. FEC (2003). In Austin, the Court ruled the government may ban corporations from engaging in what's known as "express advocacy" directly from corporate treasury funds, requiring the funds to be channeled through a separate political action committee. In McConnell, the Court built on that decision to uphold most of the Bipartisan Campaign Reform Act, a.k.a. the 2002 McCain-Feingold law, including a section that banned "electioneering communications."
The question now before the Court is whether corporations and unions may be singled out for speech restrictions. In March, the government suggested that under current law it could theoretically also ban other media like books. "That's pretty incredible," Justice Samuel Alito said at the time. Under the standard applied to the Hillary film, the Institute for Justice noted recently, books like Michael Moore's "Dude, Where's my Country" could also be in jeopardy.
In oral argument yesterday, Solicitor General Elena Kagan tried to backpedal the possibility of such a ban, but Justice Roberts wasn't buying. Relying on the discretion of the regulators wasn't a good option, he said. "We don't put our First Amendment rights in the hands of FEC bureaucrats."
In another novel approach, Ms. Kagan argued that the ban on direct corporate expenditures is important to protect shareholders from having their money spent on political purposes without their say-so. But that issue is properly the province of corporate governance law, not campaign finance. Nor was the rationale ever put forth by the Justices who decided Austin, putting the government in the unusual position of pleading to uphold a precedent based on an argument that wasn't made at the time of the decision.
Critics howl that junking Austin would mean gutting campaign finance regulation and precedent, but Austin is the outlier. Until the case was decided in 1990, the Supreme Court had been appropriately leery of bans on independent expenditures. The decision to ban a campaign movie shows that campaign-finance limits—which supporters claim are only about money and not speech—easily elide into speech bans. The Supreme Court has a chance to draw a bright, clear line that bureaucrats and Congress can't cross.
Those reading the tea leaves hope that Justice Anthony Kennedy will stick with precedent, but in Austin he wrote a vigorous dissent. With their decision banning corporate spending, the Austin majority, he wrote, "validates not one censorship of speech but two." The Court, he added, was engaging in "value-laden, content-based speech suppression that permits some nonprofit corporate groups but not others to engage in political speech." 
Yesterday's argument was Justice Sonia Sotomayor's first at the Court, and her questions suggested she will settle in comfortably on the speech-restricting left. Chief Justice Roberts and Justice Alito have previously inclined to an incrementalist approach to campaign-finance cases, but they now have the chance to declare a major restriction on political speech unconstitutional. 
The First Amendment was designed specifically to protect speech in just the kind of scenario "Hillary: The Movie" presents—the right to engage in the political process and to challenge and comment on candidates. Citizens United is the ideal opportunity to overturn a major swath of bad law. 


A Real Education Outrage 
Protesting parents ignored by the media.





President Obama's speech to students this week got plenty of attention, and many conservatives looked foolish by fretting about "indoctrination." They would have done far more good joining those who protested on Tuesday against the President's decision to shut down a school voucher program for 1,700 low-income kids in Washington, D.C. 
"It's fundamentally wrong for this Administration not to listen to the voices of citizens in this city," said Kevin Chavous, the former D.C. Council member who organized the protest of parents and kids ignored by most media. Mr. Chavous, a Democrat, is upset that the White House and Democrats in Congress have conspired to shut down the program even though the government's own evaluation demonstrates improved test scores.
The nationwide black/white achievement gap has grown in recent years, and it's significantly wider than it was two decades ago. Yet the Obama Administration, in deference to teachers unions that oppose school choice, is shuttering a voucher program that is narrowing the racial learning gap. 
"The D.C. voucher program has proven to be the most effective education policy evaluated by the federal government's official education research arm so far," writes the Education Department's chief evaluator Patrick Wolf in the current issue of Education Next. "On average, participating low-income students are performing better in reading because the federal government decided to launch an experimental school choice program in our nation's capital."
Democrats had pledged that if the D.C. Council supported the voucher program, they'd revisit it. "The government of Washington, D.C., should decide whether they want [the voucher program] in their school district," declared Illinois Senator Dick Durbin, who sponsored the provision to kill the program. Well, a majority of the D.C. Council has since sent lawmakers a letter expressing support. Yet Democrats are still preventing Congress from living up to its end of the deal and voting to restore funding. Meanwhile, Mr. Obama sends his own daughters to the best private school in the District.
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Kim's Uranium Spin 
Pyongyang admits to enrichment—again.





Only last month, the conventional wisdom was that North Korea was showing promising new signs of moderation, what with Kim Jong Il's parley with Bill Clinton, the release of two American journalists and some South Korean hostages, and a highly publicized meeting between a Pyongyang diplomat and New Mexico Governor Bill Richardson. 
On Friday, the charm offensive ended. In a letter to the U.N. Security Council, the North announced that "reprocessing of spent fuel rods is at its final phase and extracted plutonium is being weaponized." As significant, Pyongyang also announced that an experimental uranium enrichment process—the second route to an atomic bomb—was nearing its "completion phase."
Some background: In 2002, U.S. officials presented North Korean negotiators with evidence that Pyongyang was secretly working on a uranium enrichment program, a violation of both the Nuclear Nonproliferation Treaty and the Clinton Administration's 1994 "Agreed Framework" that supposedly put a stop to the North's nuclear ambitions. Remarkably, the Koreans admitted as much—an admission they later denied making. The admission triggered the Bush Administration's decision to suspend its obligations under the 1994 accord, which included fuel shipments and the construction of electricity-generating "light-water" reactors in the North.
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The evidence that the North really did have an enrichment program was hardly circumstantial. Pakistani nuclear scientist A.Q. Khan shipped about a dozen centrifuges, along with the plans to make more, to North Korea in the late 1990s. In 2002 two Germans were convicted for attempting to ship 22 million tons of aluminum tubing to North Korea, made to the specifications of the vacuum cases of centrifuges used for uranium enrichment. Former Deputy Secretary of State Richard Armitage—no partisan gunslinger—said in 2003 that Pyongyang had acquired "many more [centrifuges] than was originally thought" and was "intent on going to a full-up production program."
However, this uranium evidence became terribly inconvenient in President Bush's second term when diplomats Condoleezza Rice and Christopher Hill turned U.S. policy toward negotiating with the North. So it was music to their ears when an intelligence official told a Senate committee in early 2007 that the intel community only had "midlevel confidence" in the existence of a uranium program. 
"The Administration appears to have made a very costly decision that has resulted in a fourfold increase in the nuclear weapons of North Korea," Rhode Island Democrat Jack Reed told the New York Times, suggesting that Bush Administration hawks had squandered a diplomatic opportunity with the North out of fear of a phantom enrichment program. 
Now fast forward to the present, and the North has once again admitted—boasted—to the uranium program. It's possible Kim is exaggerating the scope of his program as a possible bargaining chip to demand more money and aid from the U.S. and Seoul. But that has to be weighed against the North's success in producing weapons-grade plutonium and its close nuclear ties to Iran, which does have a well-advanced enrichment program.
Whatever the case, the admission shows that John Bolton and other Bush Administration hawks weren't hyping anything when they accused the North of violating their Clinton-era commitments. It also shows that the negotiators at State were at the very least gullible when they decided to downplay the uranium program. Now it's the Obama team's turn to deal with the reality of the North's intransigence and dishonesty. And this time, they don't have the Bush Administration to kick around anymore.
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Taking Iran Seriously 
Tehran is on course for a nuclear weapon next year.





By DANIEL R. COATS, CHARLES S. ROBB AND CHARLES WALD

President Barack Obama and other world leaders agreed two months ago that at the G-20 summit in Pittsburgh this month they would "re-evaluate Iran's posture towards negotiating the cessation of a nuclear weapons policy." That reassessment cannot come too soon. 
Last year, a high-level Bipartisan Policy Center task force in which we participated concluded that a nuclear weapons-capable Iran would be "strategically untenable." Alarmed by how little diplomatic progress has been made, we have just updated that report. Not only has Iran continued its nuclear program unabated, but its regime has emerged from post-election turmoil more radical than ever.
From his first days in office, Mr. Obama has extended an open hand to Iran. His efforts have demonstrated the sincerity of U.S. diplomacy and built goodwill with our allies. But the virtue of perseverance should not devolve into the folly of futility. We believe it is now time to devise a new strategy. 
The centrifuges at Natanz continue spinning. At its current pace, Iran's nuclear program will be able to manufacture enough highly enriched uranium for a nuclear weapon in 2010. A nuclear-armed Iran would not only pose a security threat to the U.S. and its allies. It would embolden Iranian-sponsored terrorist groups, destabilize the region, upset global energy markets, and spark a wave of proliferation across the Middle East. Moreover, if we do not act quickly and credibly to address this threat, we run the very real risk of Israel taking matters into its own hands.
It is critical that Mr. Obama use the upcoming special session of the U.N. Security Council and the G-20 summit to marshal support for a robust strategy aimed at preventing both Iranian nuclear-weapons capability and an Israeli strike. This new strategy needs to begin with the imposition of expanded and more effective sanctions on Iran's banking and energy sectors, as well as on companies that do business with them. Congress is already considering legislation to this effect. While its enactment would send a political signal to Tehran, such sanctions are unlikely to have much economic effect on Iran without international cooperation. 
Given Iran's shortening nuclear timetable and diplomatic challenges for forging an international consensus on sanctions, we urge Mr. Obama simultaneously to begin preparations for the use of military options. Now is the time for the president to reinforce his commitment to "use all elements of American power to prevent Iran from developing a nuclear weapon," as he stated in February. We believe only a credible U.S. military threat can make possible a peaceful solution.
 By showing that he has not taken the military option off the table, Mr. Obama may also be able to convince Israel to forgo a unilateral military strike while forcing Tehran to recognize the costs of its nuclear defiance. Furthermore, making preparations now will enable the president, should all other measures fail to bring Tehran to the negotiating table, to use military force to retard Iran's nuclear program. We do not downplay the risks of this option and recognize its complications, but we do believe it to be a feasible option of last resort.
We understand the reluctance of Americans to consider confronting the Iranian nuclear threat, given their weariness from the wars in Iraq and Afghanistan and continued economic hardships. But after eight months of diplomatic overtures, numerous rebuffs and a brutal crackdown on its own people, Tehran's willingness to negotiate in good faith is subject to considerable doubt . Leadership will be critical, and it will require making hard, even unpopular, choices to protect the interests of our country. 
Mr. Coats, a former Republican senator from Indiana, Mr. Robb, a former Democratic senator from Virginia, and Mr. Wald, a retired general and air commander in Operation Enduring Freedom, are authors of a new Bipartisan Policy Center report on Iran, "Meeting the Challenge: Time is Running Out," released next week.
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Read the Union Health-Care Label 
Get ready for Detroit-style labor relations in our hospitals. 





By MARK MIX

In the heated debates on health-care reform, not enough attention is being paid to the huge financial windfalls ObamaCare will dole out to unions—or to the provisions in the various bills in Congress that will help bring about the forced unionization of the health-care industry. 
Tucked away in thousands of pages of complex new rules, regulations and mandates are special privileges and giveaways that could have devastating consequences for the health-care sector and the American economy at large.
The Senate version opens the door to implement forced unionization schemes pursued by former Govs. Rod Blagojevich of Illinois in 2005 and Gray Davis of California in 1999. Both men repaid tremendous political debts to Andy Stern and his Service Employees International Union (SEIU) by reclassifying state-reimbursed in-home health-care (and child-care) contractors as state employees—and forcing them to pay union dues. 
Following this playbook, the Senate bill creates a "personal care attendants workforce advisory panel" that will likely impose union affiliation to qualify for a newly created "community living assistance services and support (class)" reimbursement plan. 
The current House version of ObamaCare (H.R. 3200) goes much further. Section 225(A) grants Secretary of Health and Human Services Kathleen Sebelius tremendous discretionary authority to regulate health-care workers "under the public health insurance option." Monopoly bargaining and compulsory union dues may quickly become a required standard resulting in potentially hundreds of thousands of doctors and nurses across the country being forced into unions. 
Ms. Sebelius will be taking her marching orders from the numerous union officials who are guaranteed seats on the various federal panels (such as the personal care panel mentioned above) charged with recommending health-care policies. Big Labor will play a central role in directing federal health-care policy affecting hundreds of thousands of doctors, surgeons and nurses. 
Consider Kaiser Permanente, the giant, managed-care organization that has since 1997 proudly touted its labor-management "partnership" in scores of workplaces. Union officials play an essentially co-equal role in running many Kaiser facilities. AFL-CIO President John Sweeney called the Kaiser plan "a framework for what every health care delivery system should do" at a July 24 health-care forum outside of Washington, D.C.
The House bill has a $10 billion provision to bail out insolvent union health-care plans. It also creates a lucrative professional-development grant program for health-care workers that effectively blackballs nonunion medical facilities from participation. The training funds in this program must be administered jointly with a labor organization—a scenario not unlike the U.S. Department of Labor's grants for construction apprenticeship programs, which have turned into a cash cow for construction industry union officials on the order of hundreds of millions of dollars each year.
There's more. Senate Finance Committee Chairman Max Baucus has suggested that the federal government could pay for health-care reform by taxing American workers' existing health-care benefits—but he would exempt union-negotiated health-care plans. Under Mr. Baucus's scheme, the government could impose costs of up to $20,000 per employee on nonunion businesses already struggling to afford health care plans.
Mr. Baucus's proposal would give union officials another tool to pressure employers into turning over their employees to Big Labor. Rather than provide the lavish benefits required by Obamacare, employers could allow a union to come in and negotiate less costly benefits than would otherwise be required. Such plans could be continuously exempted.
Americans are unlikely to support granting unions more power than they already have in the health-care field. History shows union bosses could abuse their power to shut down medical facilities with sick-outs and strikes; force doctors, nurses and in-home care providers to abandon their patients; dictate terms and conditions of employment; and impose a failed, Detroit-style management model on the entire health-care field.
ObamaCare is a Trojan Horse for more forced unionization. 
Mr. Mix is president of the National Right to Work Committee.
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Love and Work Off-Broadway 
A novel about actors' tribulations, emotional and professional, seen against a theater-life backdrop.





By EDWARD HERRMANN

As an actor who moved to New York in 1970, I inhabited the theater world that Valerie Martin describes in her novel "The Confessions of Edward Day." Living on 10th Street between Fifth Avenue and University Place, I drank at Phebe's and the Cedar Tavern, and I worked at the Public Theater when Joe Papp was its emperor—all places where we find Ms. Martin's protagonist, an actor named Edward Day.
But conjuring a milieu requires more than just re-creating the physical environment. Ms. Martin knows this—she has previously shown a gift for inhabiting her subject in novels such as "Mary Reilly," which captured the Victorian London of Dr. Jekyll and Mr. Hyde, and "Salvation," about the life of St. Francis of Assisi. She hasn't quite managed to bring New York of the 1970s convincingly to life: The novel would have been greatly sharpened if it had more fully evoked the ominous daily grind of living in the city back then, when the air of degeneracy and the stink of fear hung over the city. A greater steadfastness of purpose was needed to survive, let alone prosper, than is demanded by New York today.
Still, I don't mean to criticize the book for what it's not. It doesn't aspire to be a social history told from theatrical perspective; the "confessions" of the title are more like the justifications offered by Ed as he reminisces about his career and his romantic entanglements. As a novelist, Ms. Martin is interested in delving into what her characters are thinking, and she does succeed in depicting the states of mind peculiar to the chaotic social and artistic scene of New York in the '70s.

The novel's catalyzing event is a trip to the New Jersey shore by a group of young actors, Ed among them. The "pater" of one of the actors is rich and owns the beach house where they're staying. A stranger named Guy Margate has been invited along on the trip, and his arrogance raises Ed's hackles. But Ed also meets someone who entrances him: Madeleine Delavergne, an actress who, like him, is in the first flush of poverty and theatrical enthusiasm. Ed and Madeleine have glorious sex in the waves, but afterward, when Ed strolls on a pier in the dark, he falls into the water and is nearly pulled to his death by a riptide. Guy, though, sees what has happened and comes to his rescue.
Thus begins the triangle that is the novel's focus: Ed's start-and-stop relationship with Madeleine and his reluctant friendship with the obnoxious Guy, who cheerfully cadges from Ed with a sense of entitlement from having saved his life. The trio's various tribulations, emotional and professional, work themselves out against a theater-life backdrop: attending acting classes with Stella Adler and Sandy Meisner, going on auditions for showcases and summer theaters, and waiting tables. The race to be the first to obtain an Equity card (that precious union membership that guarantees almost enough to eat) looms large in their lives, as does getting an agent and slowly building a reputation. This is the most interesting part of "The Confessions of Edward Day" for me, naturally enough, and Ms. Martin tells it with great skill and sympathy.
Then there is a pregnancy, a misunderstanding and Madeleine's marriage to the wrong guy (or Guy, in this case). She nearly dies during a brutal miscarriage. Ed becomes embittered—by Madeleine and Guy's ill-considered marriage and by the foundering of his career. But then, during a stint at a summer theater, Ed meets a great and generous actress who unlocks his strengths as an actor (refreshingly without sex). She guides him to a good agent, and his reputation grows. Madeleine's does as well. The early success that Guy had enjoyed quickly evaporates, and he roams the streets, a jealous, nocturnal animal.
Ed and Madeleine meet again in a production of "Uncle Vanya" at the Public Theater. He plays Astrov, the doctor bored with his life, and she plays the beautiful Ilyena, who unwittingly sparks his romantic interest. They are wonderful together, and the critics agree. Madeleine tells Ed that her marriage to Guy is falling apart and asks him to let her stay with him if necessary. During a performance, Guy shows up in Ed's dressing room with a revolver. Tune in tomorrow.
"The Confessions of Edward Day" isn't Chekhov, but it isn't a bad story. It's just familiar and not terribly realistic. I suppose that what makes the novel more interesting than it would be if the characters were pipefitters and housewives is that the story involves actors. Now, show folks seem to interest civilians greatly—the public can't seem to get enough of the lives of professional performers, from Brad Pitt and Angelina Jolie to Michael Jackson. Even learning about the unknowns of this novel may have its attractions.
Ms. Martin, who writes with a clean, unfussy style, seems genuinely interested in actors and what makes them tick. Her novel, it seems to me, is a frame upon which to hang her speculations about what goes into being an actor. She captures many of the details—I squirmed at being reminded of how our ambitions make family life hard to maintain.
Ms. Martin also gets one thing triumphantly right. At the end of the story, a youngish actor approaches Ed and recalls a role that the older actor played long ago. The part had seemed inconsequential to Ed at the time, and yet the young man says: "You changed my life." Ms. Martin has discovered the curse of the profession: Actors can change peoples' lives, but we have no idea how we do it. 
Mr. Herrmann, is an actor, screenwriter and director. His next movie role is in the upcoming "Born to Be a Star."
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The Whatever President 
"Noncommittal" Obama to urge Congress: Do "something"!





By JAMES TARANTO

Are you as excited as we are? Can you feel the electricity in the air? Tonight's the big night! President Obama is giving an address to a joint session of Congress, in an effort to rally support for . . . well, we're not sure what exactly. 
The Hill quotes "a Democratic leadership aide who sat in on an administration briefing Tuesday" and who "said that while Obama will offer support Wednesday for a public option, the president will not insist on it":
"He's going to say it's the best tool for reducing costs," the aide said. "I think he's going to be a bit noncommittal."
The Associated Press reports that the president himself told ABC's "Good Morning America": "We do intend to get something done this year." Politico puts it this way:
Obama will give a STRONG ENDORSEMENT to a public option--or government health-insurance plan--as a route to choice and competition, using phrases similar to his Labor Day speech in Cincinnati. But aides are sticking to their longtime plan: He will NOT draw a line in the sand, and will NOT say that a bill wouldn't be real reform without it. Obama thinks it would be hard to get to true choice and competition without a public option or a fallback to a public option (the so-called trigger, which would kick in based on the insurance market). But his remarks will leave WIGGLE ROOM FOR HORSETRADING as the bill moves through Congress. 
So he's making a STRONG ENDORSEMENT, albeit a noncommittal one that leaves WIGGLE ROOM FOR HORSETRADING, because he intends to get "something" done. 
Remember during the campaign when Obama's critics faulted him for having voted "present" so often as a legislator? In retrospect, it's clear that this line of attack was totally unfair. Voting "present" was bold and decisive leadership compared with this.
As for the claim that a government insurance company is the route to "true choice and competition," Obama may or may not sincerely believe it. But he doesn't have a Nobel Prize in Economics. Paul Krugman does, and in a 2007 interview with the hard-left cable-access show "Democracy Now!," he explained the purpose of proposals for a so-called public option (quote is at 2:17 in Morgen Richmond's video):
Crucially, they also allow people to buy into a publicly run plan, which would compete and, I believe, actually would in the end kill the private plans in the competition.
So when Obama talks about "competition" tonight, he will be advancing a plan that experts see as a way of snuffing out competition in favor of a government monopoly.
Outlaw the Homeless!


"Americans would be fined up to $3,800 for failing to buy health insurance under a plan that circulated in Congress on Tuesday," the Associated Press reports from Washington:
Just as auto coverage is now mandatory in nearly all states, [Sen. Max] Baucus would require that all Americans get health insurance once the system is overhauled. Penalties for failing to do so would start at $750 a year for individuals and $1,500 for families. Households making more than three times the federal poverty level--about $66,000 for a family of four--would face the maximum fines. For families, it would be $3,800, and for individuals, $950.
Why not apply this principle to other areas of social policy as well? For example, we could deal with the problem of homelessness by passing a law requiring everyone to have a home, and levying thousands of dollars in fines against those who fail to comply.
The Liverpool Care Pathway and Other False Stories


If you ever find yourself traveling on the Liverpool Care Pathway, you've taken a wrong turn. London's Daily Telegraph explains:
Rosemary Munkenbeck says her father Eric Troake, who entered hospital after suffering a stroke, had fluid and drugs withdrawn and she claims doctors wanted to put him on morphine until he passed away under a scheme for dying patients called the Liverpool Care Pathway (LCP). 
Mrs Munkenbeck, 56, from Bracknell, said her father, who previously said he wanted to live until he was 100, has now said he wants to die after being deprived of fluids for five days. . . .
Last week The Daily Telegraph reported a warning from experts that some patients with terminal illnesses were being wrongly put on the NHS scheme and allowed to die prematurely if they ticked "the right boxes."
London's Daily Mail, meanwhile, reports that the LCP is for very young patients as well as very old ones:
Doctors left a premature baby to die because he was born two days too early, his devastated mother claimed yesterday. 
Sarah Capewell begged them to save her tiny son, who was born just 21 weeks and five days into her pregnancy--almost four months early. 
They ignored her pleas and allegedly told her they were following national guidelines that babies born before 22 weeks should not be given medical treatment. 
And the Sunday Times of London reports on the British medical system's treatment of adults in the prime of life:
Parents are being threatened with having their children taken into care [state custody] after questioning doctors' diagnoses or objecting to their medical care. 
John Hemming, a Liberal Democrat MP, who campaigns to stop injustices in the family court, said: "Very often care proceedings are used as retaliation by local authorities against 'uppity' people who question the system." 
Cases are emerging across the UK: 
The mother of a 13-year-old girl who became partly paralysed after being given a cervical cancer vaccination says social workers have told her the child may be removed if she (the mother) continues to link her condition with the vaccination. 
A couple had all six of their children removed from their care after they disputed the necessity of an invasive medical test on their eldest daughter. Doctors, who suspected she might have had a blood disease, called for social services to obtain an emergency protection order, although it was subsequently confirmed that she was not suffering from the condition. The parents were still considered unstable, and all their children were taken from them. 
A single mother whose teenage son is terminally ill and confined to a wheelchair has been told he is to become the subject of a care order after she complained that her local authority's failure to provide bathroom facilities for him has left her struggling to maintain sanitary standards. 
Putting all this in perspective is former Enron adviser Paul Krugman: "In Britain, the government itself runs the hospitals and employs the doctors. We've all heard scare stories about how that works in practice; these stories are false." Don't worry, be happy as you meander down the Liverpool Care Pathway.
Democracy Would Be Better Without All the People


Thomas Friedman of the New York Times weighs in this morning with an endorsement of authoritarian government. Seriously:
Watching both the health care and climate/energy debates in Congress, it is hard not to draw the following conclusion: There is only one thing worse than one-party autocracy, and that is one-party democracy, which is what we have in America today.
One-party autocracy certainly has its drawbacks. But when it is led by a reasonably enlightened group of people, as China is today, it can also have great advantages. That one party can just impose the politically difficult but critically important policies needed to move a society forward in the 21st century. It is not an accident that China is committed to overtaking us in electric cars, solar power, energy efficiency, batteries, nuclear power and wind power. China's leaders understand that in a world of exploding populations and rising emerging-market middle classes, demand for clean power and energy efficiency is going to soar. Beijing wants to make sure that it owns that industry and is ordering the policies to do that, including boosting gasoline prices, from the top down.
Our one-party democracy is worse.
What he means by "one-party democracy" is that "the Republican Party is standing, arms folded and saying 'no' " rather than cooperating or compromising. What they should be doing instead, according to Friedman, is representing the interests of Big Business:
The G.O.P. used to be the party of business. Well, to compete and win in a globalized world, no one needs the burden of health insurance shifted from business to government more than American business. No one needs immigration reform--so the world's best brainpower can come here without restrictions--more than American business. No one needs a push for clean-tech--the world's next great global manufacturing industry--more than American business. Yet the G.O.P. today resists national health care, immigration reform and wants [sic] to just drill, baby, drill.
Yet several prominent Senate Republicans, including Iowa's Chuck Grassley and Wyoming's Mike Enzi, were ready to cooperate and compromise. They changed their minds in the face of a public revolt. We suppose Friedman has a point: As his colleague Nicholas Kristof can attest, that sort of thing just doesn't happen in reasonably enlightened Red China.
Let's Go Crazy

 Just a few weeks ago, we were hearing that conservatism and the Republican Party were dominated by kooks, specifically the "birthers," who entertain bizarre fantasies that Barack Obama is not constitutionally eligible to be president. The forced resignation of hard-left extremist Van Jones as Obama's "green jobs czar" has illuminated the extent to which the left is in thrall to its crackpots.
Among other things, Jones had signed a "truther" petition--which is to say, he entertained the crackpot conspiracy theory that the Bush administration either orchestrated or acceded to the 9/11 attacks in order to give itself a pretext to wage war. Now come forth a parade of lefties to declare trutherianism perfectly respectable. Here's John Nichols of The Nation:
Jones wanted a more serious inquiry, as did many mainstream Democrats and Republicans who worried about the constrained and ineffectual approach of the 9/11 Commission and a Bush-friendly Congress. As the NAACP's Jealous says, "I have known Van Jones for more than 15 years. In that time he, as is characteristic of great public servants, has continuously grown and increased his capacity for improving the condition of humanity. Throughout, he has been guided by a powerful sense of patriotism and love for all."
Jane Hamsher of FiredOglake.com, who met Jones at a dinner for the Campaign for America's Future, suggests that everyone there was a truther:
Now he's been thrown under the bus by the White House for signing his name to a petition expressing something that 35% of all Democrats believed as of 2007--that George Bush knew in advance about the attacks of 9/11. . . . I'm pretty sure that if you search through the histories of every single liberal leader at the CAF dinner that night, they have publicly said that and worse.
Even the usually sensible John McWhorter, writing on The New Republic's Web site, has lost his bearings:
Jones was wrong, actually, in disavowing his support for 9/11 conspiracy theory. He signed the document, which can only mean that he supports the idea that 9/11 was planned, or that the Bushies knew something more than they have said, or at least that the charge is plausible enough to require investigation.
But support for that idea is hardly unknown among people of the left--and often gestural in its own way; look one of these types in the eye and ask "Do you really think George Bush and his cabinet engineered the murder of thousands and have kept the secret for eight years?" and watch the nervous pause and the look off into the distance. Speculations in this vein hardly meant that Jones was not sincerely committed to working within the government to do good.
So which side is more dominated by kooks, the left or the right? Let's call it a draw--though that requires us to assume that The Nation and The New Republic are as far on the fringe as WorldNetDaily.
Other Than That, the Story Was Accurate


"An article on Friday about criticism of President Obama's plan to address schoolchildren on Tuesday referred incorrectly to remarks by Mark Steyn, a Canadian author and political commentator, on the Rush Limbaugh show. (The Media Equation column in Business Day on Monday also included the incorrect reference.) Mr. Steyn made extensive reference to Saddam Hussein's cult of personality in Iraqi schools, and said an attempt to create a 'cult of personality at grade-school level' should have no place in the United States, but said he was not accusing the president of a 'cult of personality on the kind of Kim Jong-il, Saddam Hussein scale.' He did not explicitly compare the president to Saddam or the North Korean leader or say that Mr. Obama's efforts were 'analagous' to theirs."--correction, New York Times, Sept. 8
Life Imitates the Onion

	"Facebook, Twitter Revolutionizing How Parents Stalk Their College-Aged Kids"--headline, Onion News Network, Sept. 1
	"Text, Text, Text: Parental Nagging Evolves Electronically"--headline, Washington Post, Sept. 6
	"The Helicopter Parents Are Hovering on Facebook"--headline, The Wall Street Journal, Sept. 8

And They're Illiterate in Two Languages!

	"Canada More Educated Than Most Countries: Report"--headline, CanWest News Service, Sept. 8
	"Half of Canadians Struggling With Literacy: Study"--headline, CanWest News Service, Sept. 8

William Howard Taft!


"UC Names 27th President"--headline, Enquirer (Cincinnati), Sept. 9
What an Ungrateful Cat


"Cat Rescued Weeks After Fire Destroys Building"--headline, WLWT-TV Web site (Cincinnati), Sept. 8
On the Other Hand, It Might Not


"Kentucky Man Says Photo Might Show Bigfoot Raiding His Garden"--headline, KFOR-TV Web site (Oklahoma City), Sept. 8
Caution: Do Not Fire Scandal Rocks


"Firing Scandal Rocks Secretive Actuary Group"--headline, CNBC.com, Sept. 8
Questions Nobody Is Asking


"When 'Cat Lady' Dies, Who Takes the 110 Cats?"--headline, Baltimore Sun Web site, Sept. 8
Look Out Below!


"Indians Fall to Defending State Champs"--headline, Free Lance-Star, Sept. 8
Someone Set Up Us the Bomb

	"Madoff's Belgian Shoes Stashed as U.S. Markets Home"--headline, Bloomberg, Sept. 9
	"Sleep-at-Night-Money Lost in Lehman Lesson Missing $63 Billion"--headline, Bloomberg, Sept. 9

Everything Seemingly Is Spinning Out of Control

	"Cruise Liner Hit by Vomiting Bug"--headline, BBC Web site, Sept. 8
	"Companies Fined for Selling Hazardous Sweatshirts"--headline, Associated Press, Sept. 8
	"Bulgarian Church 'Blames' Madonna Concert for Boat Deaths"--headline, Daily Telegraph (London), Sept. 8
	"Growing Spread of Crazy Ants in Texas Is No Laughing Matter"--headline, Star-Telegram (Fort Worth), Sept. 9
	"Fond du Lac Man Whose Penis Was Glued to Him in Philandering Revenge Case: 'It Got Chaotic Real Quick.' "--headline, Appleton (Wis.) Post-Crescent, Sept. 8
	"World Will End Today . . . (Well It Is 9/9/09--and the Doom-Mongers Are Predicting a Disaster)"--headline, Daily Mail (London), Sept. 9
	"Frank Biography Brings Barney to Life"--headline, Politico, Sept. 8

News You Can Use

	"Secret's Out: Why Women Really Have Sex"--headline, News.com.au, Sept. 8
	" 'Contraception Cheapest Way to Combat Climate Change' "--headline, Daily Telegraph (London), Sept. 9
	"The Next Time You Spot a Great Tit in the Garden, Beware . . . It's a Meat-Eating Killer"--headline, Daily Mail (London), Sept. 9

Bottom Stories of the Day

	"Teen Tennis Sensation Didn't Plan for Long N.Y. Stay"--headline, CNN.com, Sept. 9
	"Unions Object to Sacramento County Plan to Cut Employee Hours"--headline, Sacramento Bee, Sept. 8
	"Obama's Back-to-School Speech Inspires Some Kids"--headline, Associated Press, Sept. 8
	"Taxpayers Face Heavy Losses on Auto Bailout"--headline, Associated Press, Sept. 9

Cat-astrophic Health Insurance


Don't worry, Judith Miller's dog is all right, despite a medical scare over the long weekend. She recounts the tale at FoxNews.com:
Over the weekend, we rushed our dog Hamlet to an emergency clinic in Riverhead, New York, where the vets who saw him said he had suffered a "G.I. episode"--an upset stomach--caused by a "dietary indiscretion." (The precise source of the indiscretion is still unknown.)
But within 48 hours, our four-year old cockapoo was treated at two New York hospitals--the East End Veterinary Emergency and Specialty Center, in Riverhead, which admitted him at 3:30 am, and then at the Animal Medical Center, in Manhattan, which was fully staffed despite the holiday. At both centers, he was seen immediately by skilled, caring doctors, and in New York City, by a specialist. He did not have to wait for over two hours in a crowded emergency room as my husband did a week earlier after cutting his hand on a martini glass. The E.R. was overflowing that night with people who, because they had no insurance, could not possibly afford to get the kind of treatment that Hamlet was getting.
Yes, it was expensive. And sure, our dog is special. The son of Princess Fluffy and Ramblin' Rambo, Hamlet is finicky and has grown accustomed to getting his way. But shouldn't the 49 million Americans without insurance get medical care at least as decent as his?
At first we thought this was a bizarre non sequitur. Miller doesn't say if Hamlet has insurance--but even if he does, it is almost certainly not provided at taxpayer expense.
But then we realized that she may be on to something. USA Today reported in January 2008 that America has 82 million cats and 72 million dogs, along with millions of birds, rabbits, turtles, hamsters and other pets. It seems a safe bet that the number of uninsured feline-Americans and canine-Americans is far greater than 49 million--especially because pet insurers engage in blatant discrimination.
Inspired by Miller's column, we went to the Web site of a pet insurer and asked for a quote for insurance on our cat, Blaze. The site informed us that the company does not sell insurance to cats over 10 in New York state. At 16½, Blaze is a senior kitizen--and she is uninsurable because of her age and a pre-existing condition.
So we got to thinking: Rather than hastily remake the human health-care system, why not start by experimenting with a public option for felines and canines? We could call it Peticare or the Veterinarians Administration, and it would be a useful test of whether the government is capable of administering health insurance without producing out-of-control costs, rationing and euthanasia.
The only problem is that some people might object to having their cats and dogs used as guinea pigs.
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