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By MONICA LANGLEY

When General Electric Co. Chief Exec-
utive Officer Jeffrey Immelt needed ad-
vice on a thorny pay problem a few
months back, he got it at Gorat’s Steak
House in Omaha.

That’s where Warren Buffett likes to
hold court, usually over his standard
meal of a rare T-bone steak, double order
of hash browns and a Cherry Coke. Mr.
Immelt had sought out the 73-year-old bil-
lionaire investor for feedback on a new
plan for executive pay. With steak sauce
dripping on his papers, Mr. Immelt says
he laid out an alternative to stock op-
tions—a new stock award based on per-
formance. “How would the average inves-
tor view this?” Mr. Immelt says he asked.

Mr. Buffett said the award should be
based on simple targets, Mr. Immelt re-
calls. He says Mr. Buffett told him: “De-
livery of carrots should be tied directly to
results in the area that a manager con-
trols.” In other words, forget basing it on
a stock price. Mr. Immelt listened, and in
September announced a change in his

own pay, calling it a first step to reshape
GE’s executive-compensation policies.
He didn’t mention the plan was shaped
with Mr. Buffett’s counsel.

In recent months, prominent CEOs in-
cluding Xerox Corp.’s Anne Mulcahy and
Walt Disney Co.’s Michael Eisner, have
all made the pilgrimage to Omaha, seek-
ing Mr. Buffett not for stock tips, but for
business advice. Microsoft Corp. Chair-
man Bill Gates came to Omaha and
talked about stock options over T-bones
and hot-fudge sun-
daes.

Martha Stewart,
who faces a crimi-
nal trial in January
for securities fraud
and obstruction,
made the trek last
month. “People will
come from any-
where” to see Mr.
Buffett, she says,
adding that the two
chatted, in part,
about the furniture
business. She had
wine with her din-
ner instead of Cherry Coke, she adds.
Certain New York Stock Exchange insid-
ers are consulting Mr. Buffett about possi-
ble contenders to take over the scandal-
plagued Big Board, according to a person
knowledgeable about the situation.

Mr. Buffett is widely recognized as a
top investor. But his growing role as guru
to top executives is more far-reaching,
with potentially wide implications for
how companies operate. He often tells
corporate chiefs to end practices ranging
from huge CEO pay to incomprehensible
financial reports.

Mr. Buffett won’t name his dinner
guests or details of their chats. “Part of
the reason people talk to me is I keep my
mouth shut,” he says. “If a guy has flown
500 miles to see me, it’s his agenda.”
While he was seen by some as too conser-
vative during the tech boom of the 1990s,
these days executives are beating a path
to his door. With corporate scandals and
fat executive paychecks continuing to
roil many U.S. companies, Mr. Buffett
quips: “Lately I’ve been feeling like a
priest.”

The role of a behind-the-scenes gover-
nance consigliere is a bit odd for Mr. Buf-
fett. For one thing, some say he doesn’t
always practice good governance him-
self. Berkshire Hathaway Inc., the invest-
ment company he heads, has a board
that includes Mr. Buffett’s friends and
family. It hasn’t publicly named a succes-
sor. One governance-rating firm, Institu-
tional Shareholders Services Inc., rated
Berkshire Hathaway a paltry 1.5 points
out of a possible 100.

Mr. Buffett acknowledges that rating
and the fact that he has friends on the
board of his company. But he says that
his directors are “very significant and
long-term shareholders,” who give the
board an “owner orientation.” The
board’s “most important topic is succes-
sion,” he says, adding that Berkshire
Hathaway does have succession plans
but hasn’t made them public.

Mr. Buffett’s past efforts to push for
Main Street values on Wall Street haven’t
always succeeded. Mr. Buffett was cred-
ited with saving Salomon Inc. after a
Treasury-auction scandal in 1991 by step-
ping in as interim chief. But key defec-
tions occurred at the bond-trading firm
in 1995 when a strict new pay plan that he
endorsed backfired and had to be rolled
back.
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By RUSSELL GOLD

SAN MARCOS, Texas—Lauren
WilkinsattendsclassesatTexasStateUni-
versity with the usual accessories of a col-
lege student: pens, cellphone, textbooks.
Less noticeable are her pocket pets—two
tiny marsupials, one asleep in her blouse
pocket, the other in her cargo pants.

“I’m the kind of person who if things
get hectic, I like to feel fur,” says Ms.
Wilkins. So she shares her dorm room
and her pockets with Jax and Dawson,
exotic creatures known as sugar gliders.

The popular new campus residents,
illegal in some states and banned in
many dormitories, are nocturnal mam-
mals (Petaurus breviceps) native to Aus-
tralia. They get their common name
from their penchant for sweets and their
ability, in the wild, to soar more than a
hundred feet. They can live to be 15.

Though they have serious drawbacks—
don’t try to housebreak them—sugar glid-
ers fit in well on campus. They sleep
through classes, stay up late and have
odd, protein-rich diets—not unlike col-
lege students. “People think they’re ei-

ther heinous or really, really cute,” says
Toni Kwan, who lived with two sugar glid-
ers in her Duke University dorm room
last year. The tiny animals fit in a hand
and weigh less than a pound. They have
pink noses, long fluffy tails and marble-
size black eyes.

Keeping them well-fed is tricky. The
emergency animal hospital at Texas
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By SALLY BEATTY

NEWPORT, R.I.—Inside a makeshift
television studio at Salve Regina Univer-
sity here, a crowd of mostly middle-age
women sat transfixed this summer as Dr.
Nicholas Perricone hosted the taping of
the PBS special, “The Beauty-Brain Con-
nection.”

After attacking what he said is a
“bias” against nutrition by the tradi-
tional medical community, the telegenic
55-year-old dermatologist delivered the
promise his audience had come to hear:
You can have more energy and even “re-

verse” the aging
process. But you
must follow his ex-
acting prescription
of a daily diet of
fish, regular exer-
cise, large doses of
nutritional supple-
ments and faithful
applications of skin
creams with ingre-
dients such as al-
pha lipoic acid and
dimethylaminoetha-
nol. We are on the
verge of major dis-

coveries, said the doctor, that will
“change our wrinkles.”

Many of the women in the audience
were already devoted Perricone disci-
ples. Candice Smith, a 34-year-old jew-
elry saleswoman who took a two-hour
bus ride from Boston to attend the tap-
ing, says she was attracted to the doc-
tor’s regimen by his medical credentials.
“It definitely made a difference that he
was a doctor—he was more credible,”
says Ms. Smith, who began popping Dr.
Perricone’s omega-oil capsules and buy-
ing his $85 olive-oil creams last February.

Dr. Perricone is one of a growing pack
of dermatologists who are becoming ce-
lebrities by selling their own lines of anti-
wrinkle creams and nutritional supple-
ments with unusual media savvy. Dr.
Howard Murad, author of “The Murad
Method,” sells 1.7 ounces of his “cellular
replenishment serum” for $42. Dr. Fre-
dric Brandt, author of “Ageless,” a guide
to cosmetic procedures, commands $100
for 1.7 ounces of his “lineless” gel with
“antiaging properties.”

Dr. Perricone has starred in several
of his own public-TV specials in which he
lays out his antiaging theories and has
written a pair of best-selling books on the
topic. Though he doesn’t mention his
own products on TV, his media exposure
serves as an important marketing tool
for his company. And his packaging—his
creams come in clinical-looking brown
bottles and are often sold inside little
black doctor’s bags—draws attention to
his medical background.

A Growing Following
Critics question the science behind

some of Dr. Perricone’s claims and say
it’s wrong for doctors to recommend prod-
ucts in which they have a financial stake.
Dr. Perricone responds that his treat-
ments are effective and that his own med-
ical practice has all but closed. The criti-
cisms haven’t stopped him from attract-
ing a growing consumer following—and
carving a deep new wrinkle into the $26
billion skin-care industry.

Closely held N.V. Perricone’s sales
more than doubled last year to $42.4 mil-
lion, up from $11.9 million in 2001, accord-
ing to the company. This year, Dr. Perri-
cone projects sales will top $52 million,
fueled by surging demand for new prod-
ucts, including a new antiwrinkle cream
($570 for 2 ounces), which is being rolled
out this month at Neiman-Marcus.

Sales of dermatologist and so-called
clinical brands have exploded in the last
year, becoming the fastest-growing seg-
ment of the department store skin-care
business. While total skin-care sales in
department stores grew just 2.6% in 2002,
sales of dermatologist and clinical
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By GREGORY IP

Recent upbeat news about the U.S.
economy isn’t altering the Federal Re-
serve’s intention to keep interest rates
low for many more months.

That’s because key Fed officials aren’t
focused primarily on the fast pace of
growth, but on two other factors: busi-
nesses are producing far less than they
are capable of and U.S. joblessness re-
mains high.

The economy grew at a blistering 7.2%
annualized rate in the third quarter and is
projectedby manyeconomists to growat a
healthy 4% pace this quarter. But the com-
bination of underutilized industrial capac-
ity and stubbornly high unemployment
continues to constrain businesses’ ability
toraiseprices,and thatmakes theFedcon-
cerned that the already low U.S. inflation
rate could fall further.

While that concern has eased in recent
months, the Fed nonetheless likely re-
mains months away from even hinting
that it is considering lifting the federal
funds rate, the cornerstone interest rate
that the Fed uses to tighten or relax credit.
That rate is now at a 45-year low of 1%.

“In the past two years, the unemploy-
ment rate has increased and capacity uti-
lization rates in the U.S. have declined,”
the president of the Federal Reserve
Bank of Chicago, Michael Moskow, said
in a speech in Vienna yesterday. That
suggests there’s a sizable gap between
what the economy is producing and what
it could produce, and that gap has “con-
tributed to falling inflation,” he said. The
Fed is keeping rates low to “provide
some insurance” against it falling too
far, he added. With inflation at just 1%
excluding food and energy, further de-
clines could increase the risk of defla-
tion, or generally falling prices.

It’s rare for the central bank to dis-
cuss how it will set rates in the future.
But it broke with that tradition in Au-
gust and began saying rates could stay
low for a “considerable period.” The
point, officials said, was to emphasize
that the Fed would behave differently
than in previous expansions.

The commitment was controversial

both inside and outside the Fed, but it has
had the desired result: Despite proliferat-
ing evidence that the economy is gather-
ing momentum, long-term interest rates
haven’t risen in the bond market.

In previous recoveries, inflation
started a much higher level and the Fed
was quick to raise rates when growth
took off for fear of losing progress to-
wards stable prices as the economy gath-
ered steam. Investors, expecting just
that reaction from the central bank, were
quick to push up long-term rates at the
first whiff of strong growth.

Nearly all economic indicators have
been pointing up since August. Employ-
ment grew an average of 95,000 in each
of the last three months, the best such
stretch since before the economy slid
into recession in early 2001, and new
claims for jobless benefits have
dropped to their lowest level in over
two years. Yet the yield on the 10-year
Treasury closed at 4.27% yesterday
down from a peak near 4.6% in August.
The rate on 30-year mortgages aver-
aged 6.03% last week, compared with
6.34% in early August; that has helped
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World-Wide

n U.S. AIRSTRIKES SHOOK Bagh-
dad as allies reassess Iraq pledges.

For a second night, warplanes hit
targets commanders said were used
by insurgents. Nearby neighborhoods
were cleared beforehand. Japan said
it would delay deploying troops after
the bombing of an Italian police head-
quarters in Nasiriyah. The death toll
in that attack hit 31. Bush has told
occupation chief Bremer to push for
Iraq elections in the first half of 2004
whether or not a constitution is in
place. He shrugged off the prospect
of big antiwar demonstrations on his
visit to Britain next week. (Page A4)
Gen. Abizaid said the main anti-U.S.
force totals only about 5,000, mainly
Hussein loyalists, but is well-armed
and exhibits a high degree of coor-
dination. He ordered Central Com-
mand’s headquarters back to Qatar.

i i i
n Israel’s Sharon agreed to meet new
Palestinian Premier Qureia in days,
but expectations for a quick return
to peace negotiations were low. Pow-
ell telephoned Qureia and said the
U.S. expects action against militants.

i i i
n Bush boosted pressure for a Medi-
care deal during a fund-raising trip
to Florida, but there was opposition
on both sides of the aisle to a tenta-
tive accord. The pact may have good
news for drug companies. (Page A3)
n The Cuba travel ban stayed intact
as House-Senate transportation-bill
negotiators bowed to Bush’s threat
of a veto and cut offending language.

i i i
n Bush called Democratic filibusters
of his judicial nominees “shameful.”
Senate allies extended their rhetorical
inquest on the topic into a third day.

i i i
n The Sept. 11 commission came in
for criticism by victims’ families for
accepting White House conditions
for gaining access to classified data.
n Germany’s high court approved ex-
traditing two Yemeni al Qaeda sus-
pects after getting a U.S. pledge they
won’t be tried by a military tribunal.

i i i
n A U.S. general met with Pakistan’s
Musharraf and praised war-on-terror-
ism progress, but the U.S. ambassa-
dor said militant groups are reviving.

i i i
n Saudi Arabia sent 5,000 more po-
licemen to Mecca for the rest of Ra-
madan and preparations for the hajj
in February as fear of attacks grew.

i i i
n A British judge rejected Russia’s
request to extradite an envoy of Che-
chen leader Maskhadov, saying he
can’t get a fair trial. Moscow is livid.

i i i
n Georgia’s opposition rejected fur-
ther talks and said President Shevard-
nadze must resign over allegations
that the Nov. 2 elections were rigged.

i i i
n Serbia dissolved parliament, with
elections likely Dec. 28, as the pro-
Western coalition that followed Milo-
sevic’s 2000 ouster slowly fractured.

i i i
n A state judicial panel dismissed
Alabama’s chief justice for defying
a court order to remove a Ten Com-
mandments monument from offices.

i i i
n A Virginia jury begins deliberat-
ing the fate of the older Washington-
area sniper suspect, John Muham-
mad, today. He could face execution.

i i i
n The Energy Department said a lab
led by Craig Venter made strides in
developing bacteria that may eat or-
ganic and nuclear waste. (Page A4)

i i i
n National test scores show huge el-
ementary-school math improvements,
but reading performance was flat,
with disparities by race and region.
n High school smoking continued to
drop to 23% of students in 2002, but
the number of middle-school smokers
was steady at 10%, a survey found.

i i i
n Target Corp. recalled 26,000 pack-
ages of “Double Dipp’n Fun” striped
sidewalk chalk after the government
found they contain high levels of lead.

i i i
n Storms cut power and snarled traf-
fic in the Midwest and East. Los An-
geles got five inches of rain and hail
in two hours on Wednesday evening.

i i i
n Baseball’s top official said more
than 5% of anonymous samples show
steroids are present, triggering man-
datory tests for all players next year.

THE FED ISN’T ALTERING
its intention to keep rates

low for many months, despite re-
cent upbeat economic news. Fed
officials are focused on underuti-
lized industrial capacity and
high unemployment, factors that
raise concerns that inflation
could fall further. Separately,
economists surveyed nudged up
forecasts for first-quarter GDP
growth to a 4.1% annual rate.
n The U.S. trade gap widened
to $41.27 billion in September
due to a surge in imports, but
U.S. exports also rose sharply.

(Articles in Column 6 and on Page A2)
i i i

n Putnam agreed to an SEC set-
tlement over charges of improper
fund trading. Massachusetts is
probing trading in the accounts
of Putnam’s general counsel.
n Pilgrim Baxter’s two founders
quit as it was disclosed they were
connected to market-timing trades.

(Articles on Page C1)
i i i

n The SEC accused Gateway
and three former executives of
improperly booking revenue and
profits on sham transactions.

(Article on Page A3)
i i i

n Dell’s earnings rose 21% to a
record $677 million on a 16% sales
jump, buoyed by market-share
gains and international results.

(Article on Page A3)

i i i
n Wal-Mart’s earnings rose 13%
while Target posted a 9% gain
in net, but both retailers voiced
caution about holiday spending.

(Article on Page A2)
i i i

n The industrials eased 10.89
points to 9837.94 on disappoint-
ing profit projections from Wal-
Mart and Target. Treasurys rose.

(Article on Page C1)

i i i
n France, Germany and the Neth-
erlands reported that their econ-
omies grew slightly last quarter.
n Japan’s economy posted its sev-
enth-straight quarter of growth in
the July-September period.

(Articles on Page A10)
i i i

n China is expected to account
for about a third of the global rise
in oil use in 2003 and 2004 and
become the No. 2 oil consumer.

(Article on Page A10)
i i i

n NBC is severing its relationship
with broadcaster Paxson, exercis-
ing an option that requires Pax-
son to buy back a 32% stake.

(Article on Page B2)

i i i
n Phone companies say a new
FCC rule that lets customers keep
their numbers when they switch
carriers is rushed and unfair.
n Sprint unveiled aggressive
wireless pricing in advance of
new number-portability rules.

(Articles on Pages B1 and B4)

i i i
n A U.S. judge postponed until
Dec. 10 the sentencing of a
former HealthSouth executive
and four other ex-employees.

(Article on Page B2)
i i i

n Microsoft will detail plans for a
computer-industry alliance to im-
prove Japanese software security
and counter interest in Linux.

(Article on Page B4)
i i i

n Siemens posted strong earnings
and forecast double-digit profit
growth in the coming year.

(Article on Page B4)
i i i

n Revlon will get a $125 million
infusion from Ronald Perelman,
alleviating the firm’s cash crisis.

(Article on Page B2)
i i i

n Nintendo posted its first-ever
loss due to a strong yen and
slow sales of a videogame console.

(Article on Page B4)

i i i
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Officials Focus Instead
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NoMove Likely Before Spring
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The sneaker maker
finds rap and hip-hop
stars’ endorsements
sell shoes, but some 
observers worry that
the artists’ contro-

versial images could hurt the 
industry. PAGE B1
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With its economy surging in a 
post-9/11 turnaround, Pakistan is
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act, but are investors ready to do
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Amgen has seemed unstoppable,
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Macro Investor: Speculation
swirls around what it means
when the Fed excludes the

words “considerable period” from its
interest-rate rhetoric. Steve Liesman
thinks he knows: The system is
nuts. Also, see individual forecasts
from our monthly survey of 53 econo-
mists, with downloadable data.

i i i
n Tabs on Tech: Broadband sub-
scriptions jumped by a record two
million in the third quarter. See
those statistics and more.

–Markets–
Stocks:NYSE vol. 1,358,668,460
shares, Nasdaq vol. 1,833,923,057.
DJ industrials 9837.94, t –10.89;
Nasdaq composite 1967.35, t –5.76;
S&P 500 index 1058.41, t –0.15.
Bonds (4 p.m.):10-yr Treasury s +1
2/32, yld 4.266%; 30-yr Treasurys +1
20/32, yld 5.104%.
Dollar:108.15 yen, –0.64; euro
$1.1732, +0.93 cent against the dollar.
Commodities:Oil futures $31.90 a
barrel, s +$0.57; Dow Jones-AIG
futures 129.233, s +0.758; DJ-AIG
spot 166.053, s +1.348.
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housing sales remain strong.
Some analysts and even some Fed offi-

cialsworry about an adversemarket reac-
tion when the Fed inevitably changes or
drops its stated commitment to keep inter-
est rates low for a “considerable period.”
But most officials, while not denying that
changing their wording could roil mar-
kets, appear to believe the reaction will
not be severe, in part because economic
dataandpublic remarks byFedofficials in
the interim should make any such change
less of a surprise.

Last week, Fed Chairman Alan
Greenspan said the central bank could be
more “patient” about reacting to improv-
ing economic growth. Yesterday, William
Poole, president of the Federal Reserve
Bankof St.Louis, said inan interviewwith
Bloomberg News that if consensus fore-
casts of the economy prove accurate, the
current environment of low interest rates
could “extend well beyond March,”
though that depends on incoming data.

Mr. Poole’s remarks, coming from a
Fed officialwho is generallymore hawkish
on inflation than most of his colleagues,
prompted investors to sharply mark down
the odds of a rate increase next spring. A
new survey of 53 economists by The Wall
Street Journal Online taken before Mr.
Poole spoke found nearly half expect the
Fed tomake itsmove in the first halfofnext
year,a third expect theFed towaituntil the
second half and the remainder say the Fed
could hold rates down until 2005 or later.

The key to the Fed’s patience is how
much pressure there is on the econo-
my’s productive capacity, which deter-
mines businesses’ ability to raise
prices. Right now, there is ample spare
capacity, and capacity may be expand-
ing faster than expected as businesses
reorganize and take advantage of ad-
vances in information technology. The
extraordinary growth of the third quar-
ter came through increased output per
hour, or higher productivity; employ-
ment actually edged down. Mr.
Greenspan called the 7.5% annual
growth rate in productivity in the sec-

ond and third quarters “astonishing.”
While that rate is unlikely to be sus-

tained, it is leading some Fed officials to
speculate the economy’s long-termgrowth
rate—equal to labor-force growth plus pro-
ductivity growth—could be 4%or higher. If
so, then unemployment wouldn’t decline
significantly and the risk of inflation fall-
ing would remain even if the economy
meets private forecasters’ expectations of
4% growth over the next year.

While the recent good news on employ-
ment suggests the job market has turned
thecorner, payrolls aregrowingwell below
the 150,000 jobs per month that Fed gover-
nor BenBernanke said last week is needed
tomatchgrowth in the labor force. In order
to lower the unemployment rate, far more
jobs would be needed to employ those who
have lost jobs in the past couple of years.

Still, officials acknowledge that the
economy is improving and at some point
their statements will have to take that into
account. They have yet to decide just how
todo that.But officials say farmore impor-
tant than any change to their words, such
aswhether theykeep thephrase“consider-
able period,” is what they do with rates. A
more optimistic message about the econ-
omythat isnot followedbyan interest-rate
increase should limit the fallout in mar-
kets, they figure.

Furthermore, even once the Fed is con-
fident that economic slack is beingused up
and unemployment is dropping, it is likely
to be slow to raise interest rates, even at
the riskof letting inflationcreepup.That’s
because officials want to be certain they
don’t raise rates prematurely and short-
circuit the recovery.

This is likely to be of comfort to Presi-
dent Bush, whose re-election chances im-
prove if the economic expansion strength-
ens and the unemployment rate, now at
6%, drops. The president’s father blames
Mr. Greenspan’s slowness to cut rates in
1992 for costing his re-election. If the Fed
does raise interest rates in the runup to
next fall’s election, it will likely be against
thepositivebackdropof steadily fallingun-
employment and strong economic growth,
whichwill offset thenegative impact of ris-
ing rates.

Continued From First Page

brands jumped 62% in the same period,
according to NPD Group, a market-re-
search firm. More than one thousand der-
matologists’ offices now sell antiwrinkle
creams bearing doctor names, industry
executives say.

Major cosmetics giants are scram-
bling to react to the “cosmeceutical”
trend by adding dermatologists to their
payrolls. Last month L’Oreal SA’s Lan-
come unit hired Dr. Tina S. Alster, who
frequently gives skin-care advice on day-
time talk shows, as a dermatological con-
sultant to help with product development
and department-store appearances. In
July, Estee Lauder Cos. bought Rodan &
Fields skin care, created by a pair of
Stanford-trained dermatologists, citing
the line’s potent combination of “cachet”
and “medical care.” Procter & Gamble
Co. is following suit with its new line of
Olay beauty vitamins. Johnson &
Johnson’s consumer-products division
has licensed certain technologies from
Dr. Perricone for use in its skin creams.

As it grows, the cosmeceutical trend
is also drawing fire. Many dermatolo-
gists claim an inherent conflict of inter-
est exists between doctors administering
care and selling their own products. “It’s
subtle, but I think there is undue pres-
sure” on patients when doctors market
skin creams in which they have a finan-
cial interest, says Dr. Irwin M. Freed-
berg, chairman of the dermatology de-
partment at the New York University
School of Medicine. “We went to medical
school to be medical doctors, not to be
Lancome sales people,” says Dr. Debra
Pruzan-Clain, a dermatologist based in
Stamford, Conn.

Others go a step further, saying Dr.
Perricone hasn’t proved some of his
more sensational claims. The book jacket
of “The Wrinkle Cure” boldly proclaims:

“Look 10 years younger in days—without
surgery!” Chapter one begins: “Wrin-
kled, sagging skin is not the inevitable
result of growing older. It’s a disease and
you can fight it.”

Yet Dr. Perricone hasn’t published
studies in peer-reviewed journals prov-
ing the main ingredients in his products
actually erase wrinkles. “Nobody sits on
really good data and hides it from the
world,” says Dr. Leslie Baumann, direc-
tor of cosmetic dermatology at the Uni-
versity of Miami, who conducts clinical
trials for the cosmetics and pharmaceu-
tical industry. Dr. Perricone’s absence
from peer-reviewed journals “makes me
question whether he has been able to
convincingly prove efficacy of his prod-
ucts.”

Dr. Perricone has been published in
two peer-reviewed journals, including
one study in “Aesthetic Surgery Jour-
nal,” which found that a 5% concentra-
tion of alpha lipoic acid is effective in
reducing lines in sun-damaged skin. And
Dr. Perricone points to several studies,
conducted by others, which he says sup-
port his theories. One concludes that skin
wrinkling “may” be influenced by eating
different foods. Another shows that cer-
tain agents in his products, such as dime-
thylaminoethanol, can increase skin firm-
ness.

Dr. Perricone argues that if a doctor
comes across a potentially useful therapy
that is not harmful or prohibitively expen-
sive, “you have a moral obligation to tell
your patients about that option, even
though the results are preliminary.” In
time, Dr. Perricone says he believes his
theories will be confirmed by more scien-
tific study.

Since he sells his products mainly
through department stores and only sees
select patients at his private dermatology
practice, Dr. Perricone says conflict-of-in-

terest charges don’t apply to him. And he
defends the more sensational language
in “The Wrinkle Cure” by saying it is a
lot more responsible than the often exag-
gerated claims made by cosmetics compa-
nies in magazine advertising. “The cos-
metic industry has an awful 100-year his-
tory of making incredible promises and
then basically putting oil and water and
emulsions in a jar,” says Dr. Perricone.

Dr. Perricone also stands by his book-
jacket claims about looking younger. “If
it seems fantastic, it’s because it works,”
he says. By contrast, the claims on his
products’ packaging—which are subject
to more-stringent regulatory oversight—
are mild. A box of Dr. Perricone’s “Alpha
Lipoic Acid eye area therapy with NTP
complex and DMAE,” for example, says
it contains “patented super-nutrients
that give the skin an appearance of
health and radiance.” But it stops short

of claiming that it cures wrinkles.
Dr. Perricone has done the most to

“legitimize” the cosmeceutical category,
says Shashi Batra, senior vice president
of merchandising for the Sephora USA
cosmetics chain, where N.V. Perricone
M.D. products are the top-selling derma-
tologist brand. “He established a model
on how to bring awareness” to a brand,
he says.

The son of a bricklayer who grew up
around New Haven, Conn., Dr. Perricone
says he first became interested in the
potential of diet and exercise to influence
health and appearance following his dis-
charge from the army in 1971. Feeling
tired, but told he was in good health, he
began working out and experimenting
with his diet.

A job working for the Connecticut
chapter of the Muscular Dystrophy Asso-
ciation, where he helped stage TV tele-
thons, further piqued Dr. Perricone’s in-
terest in medicine and introduced him to
the power of television.

To pay for his medical education, Dr.
Perricone took a job as a salesman at
McKesson Chemical Co. in the mid-1970s,
followed by a job selling fragrances for a
company that is now a division of Interna-
tional Flavors and Fragrances Inc.

He opened his private practice in Meri-
den, Conn., in 1986 and began treating
patients for acne, psoriasis and other
skin ailments. In his spare time, he ap-
plied for and received numerous patents.
He also experimented with various formu-
lations to help treat skin ailments, mix-
ing them up in a local lab and testing
them on his staff and patients.

In 1999, Dr. Perricone launched N.V.
Perricone in a handful of Nordstrom
stores. It had modest sales. Shortly there-
after, he met Anne Sellaro, a book agent.
Dr. Perricone showed her a manuscript
he had written called “The Cosmeceuti-
cal Revolution.”

It was a “dry scientific treatise,” says
Ms. Sellaro. But she was enthralled by
Dr. Perricone’s potential. “It is very hard
to find someone who has something cut-
ting edge and at times controversial,”
she says. “And not many people have his
movie-star good looks.”

Rodale Inc. published “The Wrinkle
Cure” in April 2000. It hit the New York
Times best-seller list. Dr. Perricone and
Ms. Sellaro thought the doctor should
take his message to television. But over
and over, Ms. Sellaro says, the producers
she contacted told her they weren’t inter-
ested in building a show around a medi-
cal doctor.

The turning point came in the spring
of 2001, when Ms. Sellaro secured Dr.
Perricone a guest appearance on “Open
Book,” a book chat show on the A&E ca-
ble-TV channel.

That led to his first TV special, also
called “The Wrinkle Cure,” which was
taped at the Yale University campus and
had its debut on PBS in late 2001. “The
Wrinkle Cure,” used during pledge
drives to raise money for PBS, proved a
huge hit, raising over $4 million. At the
end of each airing, a PBS announcer
urged viewers to pledge money. In ex-
change, PBS sent viewers their choice of
Dr. Perricone’s book, a copy of the show,
or sample bottles of his antiwrinkle
creams.

In May 2001, Time Warner Books re-
leased a paperback version of “The Wrin-
kle Cure.” Fueled by the publicity from
Dr. Perricone’s repeated PBS broadcasts,
it also took off, spending 25 weeks on the
New York Times best-seller list and more
than a week at No. 1. The media blitz
provided a big boost to Dr. Perricone’s
company.

As sales soared, criticism also
mounted. The back cover of the “The
Wrinkle Cure” describes Dr. Perricone as
“Yale University’s anti-aging expert.”
But Dr. Perricone’s position was an un-
paid, volunteer post and some at the uni-
versity began complaining that he was
exaggerating his affiliation.

Some other Yale dermatologists also
took issue with Dr. Perricone’s market-
ing activities. In June 2002, Yale allowed
Dr. Perricone’s appointment to expire.
“They got a tremendous amount of criti-
cism about my anti-inflammatory theo-
ries, because it’s not something they
wanted to accept,” says Dr. Perricone.
“There were complaints about my notori-
ety. I think there was jealousy.”

In a statement, Yale’s press office
said the university “is always vigilant
about the unauthorized use of its name in
connection with commercial enterprises,
and tries consistently to avoid any im-
pression or appearance that the Univer-
sity endorses any commercial product.”
Yale, according to the statement, specifi-
cally informed Dr. Perricone about the
policy.

PBS executives responsible for broad-
casting “The Wrinkle Cure” also had com-
plaints. Gustavo Sagastume, a vice presi-
dent in charge of PBS pledge program-
ming, says he was not happy with the
title of the show. “The word ‘cure’ sug-
gests a promise,” says Mr. Sagastume,
who was not in charge of pledge program-
ming when PBS bought the show. “It was
a little sensational for our tastes.”

There was also criticism from viewers
when some PBS stations gave away Dr.
Perricone’s skin creams to pledge call-
ers. “People thought it was like an info-
mercial,” says Mr. Sagastume.

Dr. Perricone says he is offended by
charges that his shows amount to adver-
tising. “As a scientist and a physician,
this has been my life’s work. I am report-
ing on the results of my work,” he says.

Dr. Perricone rolled out his second
PBS fund-raising show in late 2002 with a
less provocative title, “Healthy Aging
With Dr. Nicholas Perricone.” On Mr. Sa-
gastume’s recommendation, PBS sta-
tions no longer sent out creams as a re-
ward to viewers who pledged money. The
broadcast also raised over $4 million for
PBS.

In 2002, HarperCollins released “The
Perricone Prescription,” a guide to
healthy living, including recipes and rec-
ommended daily eating schedules. It
quickly hit No. 1.

The books, the PBS programs and
guest appearances on shows such as
NBC’s “Today” show and ABC’s “Good
Morning America” and “The View,” had
a cascading effect on product sales.
Plugs on the cover of “The Perricone Pre-
scription” noted his advice was “seen on
public television.”
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By ELLEN E. SCHULTZ

Cash-balance plans will likely remain
in regulatory limbo for another year.

Late Wednesday night, the House and
Senate agreed to keep language in the
Transportation Treasury Appropriations
Bill that prevents the Treasury from issu-
ing proposed regulations on cash-balance
plans until at least October 2004.

The bill, which will be voted on next
week, would be a victory for employee
groups who strongly opposed the antici-
pated regulations, which are viewed as
sympathetic to employers. Last Decem-
ber the Treasury indicated that it
wouldn’t consider cash-balance plans to
be age discriminatory, and employee
groups have said that Treasury regula-
tions would counter a July ruling by a
federal district court that International
Business Machines Corp. discriminated
against older workers when it adopted a
cash-balance plan.

“We have defeated the President’s
plan to cut millions of older workers’ pen-
sions in half,” said Rep. George Miller, a
California Democrat who co-sponsored
the initial amendment in the House.

Employers, however, warned that the
bill would jeopardize the retirement secu-
rity millions of people “in order to accom-
modate the questionable but vocal com-
plaints of a few,” noted the ERISA Indus-
try Committee, an employer lobbying
group, in a statement. “The vast major-
ity of [cash-balance plan] participants ap-
preciate and depend on these plans.”

The Treasury would also be pre-
vented from issuing rules it has been de-
veloping which are widely expected to
exclude cash-balance plans from certain

pension laws on how employers calculate
lump-sum payouts. Such a rule would
have resulted in smaller pensions for em-
ployees at some companies, and would
have conflicted with the conclusions of
three appeals courts.

“Congress has spoken, the courts
have spoken, for cash balance plans, the
best years are behind them,” says Rahm
Emanuel, a Democrat from Illinois who
co-sponsored the amendment in the
House.

Cash-balance plans have stirred de-
bate because when employers switch to
these plans from traditional pensions,
older employees can see their ultimate
pensions cut by 20% or more, and can
experience zero pension growth for
months or years. Whereas the traditional
pensions grow rapidly in later years on
the job, cash-balance plans instead pro-
vide a small “contribution” each year,
often 3% of pay.

The bill would also require the Trea-
sury to propose solutions, within 180 days
of enactment, to protect older workers who
are harmed when employers convert from
traditional pensions to cash balance plans.

Amendments to prevent the Treasury
from issuing cash-balance regulations
were passed this fall by the House and the
Senate by wide margins and with biparti-
san support. Rep. Bernie Sanders, (I., Vt.)
sponsored the amendment in the House,
and Tom Harkin (D., Iowa) sponsored a
similar amendment in the Senate.

Employers have hoped that the Trea-
sury would issue regulations on cash-bal-
ance plans that deem the hybrid pension
structures legal. Without that, employer
groups will have to push for legislative
changes, which might be an unattractive
option in an election year.

Fed Plans to Keep Rates Low

Cosmetics giants are

scrambling to add

dermatologists to

their payrolls.

Cash-Balance Plans Appear

To Face a Regulatory Limbo

NewWrinkle: Anti-AgeDoctorHas Plenty of Fans, Sales—andCritics

Item # Quantity Shape Carat Ring Size Price

Subtotal

NJ Residents
add 6% Sales tax

Shipping &
Insurance

TOTAL ORDER

$   9.95

$

$

$

DATE____________________

*All shapes available 
up to 50 carats.

Call for more information.

❑ Here is my check or money order for $_____

made out to Diamond Essence.

❑ Bill my credit card:___ Visa ___ MasterCard

___American Express    ___Discover

Card #_____________________________

Expiration Date _________/ ____________

❑ Send me your 32-page jewelry catalog.

Name__________________________________

Address________________________________

City ____________State ________ Zip _______

Telephone (           )  ______________________

LOOSE STONES

A

Solid 14K Gold

B

C

Brilliant Classics

E

Designer Collection

Solid 14K Gold

F

G

H. 8 Ct. T.W. Earring #2906  (Reg. $331)....$149
J. 1.25 Ct. Li' kohinoor               #1365  (Reg. $249)....$119

2.5 Ct. Li' Kohinoor #1366  (Reg. $315).....$129
3.0 Ct. Kohinoor                     #3329  (Reg. $325).....$139
4.0 Ct. Kohinoor                     #1360  (Reg. $402).....$189

K 2.0 Ct. Eternity W. Gold         #3603W (Reg. $358)..$149
L. 8 Ct.Center, 11cts.t.w,  W Gold  #3962W (Reg. $554)....$149

D. 2.5 cts. t.w 3-stone necklace       #2684     (Reg. $299)...$149
2.5 cts. t.w White gold #2684W (Reg. $319)..$149

E. 2.0 Ct.  Center Ring 4 cts. t.w   #3246 (Reg. $348)..$149
2.0 Ct. Sapph. Cen. 4 cts. t.w    #3246S  (Reg. $348)..$149
2.0 Ct. Emer. Cen. 4 cts. t.w      #3246E  (Reg. $348)..$149
2.0 Ct. Ruby Cen.  4 cts. t.w #3246R  (Reg. $348)..$149

F. 1.0 Ct.  man’s ring #1565 (Reg. $341)..$149
G. 2.4 Ct. Tennis Bracelet #955 (Reg. $359)...$149

A. 1.0 Ct. T.W. Earrings #1100 (Reg. $  75)...........$ 35
2.0 Ct. T.W. Earrings     #1103     (Reg. $  98)...........$ 55
3.0 Ct. T.W. Earrings #1104     (Reg. $  128).........$ 59
4.0 Ct. Earrings #1105     (Reg. $  158).........$ 69

B. 1.0 Ct. Solitaire Ring    #1301     (Reg. $  224) ........$ 99
2.0 Ct. Solitaire Ring  #1303 (Reg. $  277)........ $119
3.0 Ct. Solitaire Ring #1305 (Reg. $  286)........ $129

C. 1.0 Ct. Pend w/Chain #1206 (Reg. $  148).........$ 55
2.0 Ct. Pend w/Chain  #1205 (Reg. $  158).........$ 69
3.0 Ct. Pend w/Chain #1207 (Reg. $174)...........$ 79

Solid 14K Gold

H

K

J

L

Contemporary Classics

A Revolutionary Scientific Breakthrough Creates
a Perfect Alternative to a Mined Diamond

A Diamond Essence Masterpiece the Most Astonishing Simulated Diamond Ever Created–Is the Result of a Revolutionary
Scientific Breakthrough that gives it the Look, the Color, the Fire of a Mined Diamond. It Even Cuts Glass!

EXPRESS DELIVERY AVAILABLE

6 Ct. (Reg. $193)  $113
5 Ct. (Reg. $161)  $  94
4 Ct. (Reg. $129)  $  75
3 Ct. (Reg. $ 97)   $  56
2 Ct. (Reg. $ 64)   $  37
1 Ct. (Reg. $ 33)   $  19
*Shapes in all sizes:
Round, Marquise, Heart,
Oval, Pear, Emerald Cut
*Ct. = carats

A national network news team asked appraisers in 
New York's Diamond District to compare Diamond
Essence type jewels to mined diamonds.  They rated
them favorably.  Can you tell the difference between a
mined diamond and a Diamond Essence stone?

Movie Stars and TV
Personalities Show Off in Them!
Once you see Diamond Essence pieces with
your own eyes, you’ll understand why so
many famous and wealthy people, including
royalty, movie stars, celebrities and 
TV personalities, wear them instead of mined
diamonds. 

A purely Perfect Masterpiece
Diamond Essence jewels undergo this same
Brilliant Cut process.  The result is a purely
perfect masterpiece (Something that can’t be
said of most mined diamonds) with 57 facets 
polished to perfection.

Your Friends Won't See the
Difference

Enjoy all the status, all the pleasure of mined
diamonds with none of the cares.  Since
Diamond Essence masterpieces show off the
same qualities as mined diamonds, who is to
question what you're wearing–unless you
decide to wear a piece the size of the famous
Hope Diamond.

Diamond
Essence

One carat
Cuts Glass
2.20/0.060
$119.00

Mined
Diamond

One carat
Cuts Glass
2.40/0.044
$22,000.00

Property

One carat size
Hardness
Brilliance/Fire
Solitaire Ring (2 Ct.)

Diamond Essence Masterpieces
Meet the Exacting Standards of

the Famous 4 Cs:
When evaluating Diamond Essence jewels,
you should look at the same four qualities
experts use to judge a mined diamond's 
beauty–and its value.

1.  Color: Almost all diamonds are trans-
parently clear, or white,     The Gemological
Institute of America assigns color classifica-
tions ranging from "D" through "Z." The most
sought after colorless diamonds are classified
as "D." Diamond Essence pieces  always meet
"D" classification.
2.  Clarity: Very few mined diamonds are
flawless,   Most diamonds contain some kind
of imperfections or inclusions, that interfere
with the passage of light the stone.  Diamond
Essence pieces are equivalent to premium
Quality  mined diamonds.

3.  Cut: An improperly-cut piece will have
less fire, less brilliance, less value. Diamond
Essence  masterpieces are always cut perfectly,
so they flash the ultimate in fire and brilliance.

4.  Carat Weight: Diamond Essence carat
sizes are just the same as mined diamond carat
sizes, and are always priced the same (now $33
per carat), whether one carat, two carats or three.

1. 30 Day, Money Back Guarantee.
Enjoy your new Diamond Essence jewelry for
30 full days. If you are not satisfied, we will
be happy to refund every penny for the mer-
chandise.  No questions asked.  No delays.

2. Lifetime Limited Guarantee.
Diamond Essence masterpieces are guaran-
teed for life against any defect of the jewel that
could cause it to fade, discolor or become
damaged under normal usage.  Should such
damage or a defect occur, we will immediate-
ly provide a replacement free of charge.

Now for the first time there is a dazzlingly
brilliant masterpiece to challenge the qualities
of the mined diamond, and to offer along with
the same breathtaking beauty, a reassuring
practicality and lasting value that make this
piece worth giving, collecting, wearing. 
It is... The Diamond Essence jewel.

Diamond Essence
Masterpiece Closest Yet to a

Mined Diamond!
The fact is, Diamond Essence pieces have more
fire than mined diamonds, have virtually the
same brilliance and–unlike most mined 
diamonds–are virtually perfect.

Look at This Chart
Compare Diamond Essence masterpieces
against mined diamonds for the properties the
diamond industry uses to measure diamond
quality:

Diamond Essence Jewels Rival the
Properties of a Mined Diamond

A Diamond Essence jewel is not a mass pro-
duced product. It is the result of a relatively
new and exclusive process in which rare min-
erals must first be extracted from the earth,
refined and then melted at a constant temper-
ature above 5,000 F-almost two times hotter
than the 2,800 F required to melt steel–to slow-
ly crystallize and form Diamond Essence
rough crystalline pieces with the essence 
of diamonds.

In 1919 Marcel Tolkowsky worked out a for-
mula for the ideal proportions of a cut dia-
mond.  He figured mathematically the proper
ratio between angles of facets opposite each
other, and found the maximum refracted
(inner) light without losing the vital reflected
(outer) light.  This cut has ever since been
called The Brilliant Cut.

100% Satisfaction Guaranteed

6 Saddle Road, Cedar Knolls, NJ 07927

1-800-909-2525

D

FREE MYSTERY GIFT OFFER WITH EVERY PURCHASE OVER $200

Order Direct any time:
1-800-909-2525

Visit Our Web Site: 
www.diamondessence.com

Visit Stores: (Check Store Policies)
New York: 210 East 60th Street, NYC. 

(off 3rd Ave) (212)-326-8993
New Jersey: Factory Store: 2-4 PM (M-F)

6 Saddle Road, Cedar Knolls 
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Diamond Essence Masterpieces

Three Ways To Enjoy

Holiday Special
More than50% off reg. price

www.diamond-essence.com

Please, make sure to include:

PROMOTIONAL CODE : W116

Prices Subject to change
without notice

PROMOTIONAL CODE : W116
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