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Lawmakers Keeping Treasury Depleted

MARKETS
DOW 10,646.56
UP 71.57, 0.7%

Nominees’ Confirmation Held Up Over Rule on Agricultural Trade With Cuba

NASDAQ 2173.18
UP 28.31, 1.3%

By Jonathan Weisman
Washington Post Staff Writer
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Shipments of Montana peas to
Cuba have not risen to headline
status in Washington, but for a
Treasury Department trying to rebuild its depleted ranks, they have
become a serious matter.
Sen. Max Baucus (Mont.), the
ranking Democrat on the Senate
Finance Committee, is singlehandedly blocking every senior
Treasury nominee — a dozen or
more — until the Bush administration changes obscure regulations governing agriculture trade
with Cuba. The Finance Committee will hold a confirmation hearing today for the Treasury Depart-

ment’s would-be deputy secretary,
its undersecretary for domestic finance, its management chief and
its head lobbyist.
But nobody is expecting their
confirmations any time soon.
“If I were the president, I would
be very concerned,” Baucus said
yesterday, “and I would do what
was reasonably necessary to find a
way to get my people confirmed.”
The confrontation comes at a
sensitive time. This fall, the Treasury Department is to lead a highstakes push to overhaul the tax
code. Economic frictions with
China are coming to a head. And
the frothy housing market has

HP Plans
Layoffs,
Sales Unit
Shake-Up
Firm Phases Out
Retirement Plan
By Ellen McCarthy
Washington Post Staff Writer

LOCAL

Hewlett-Packard Co., the computer equipment giant that has been
in the midst of executive upheaval
and strategic soul-searching for the
past year, said yesterday it plans to
cut about 14,500 jobs, or a tenth of
its workforce.
The layoffs are part of the Silicon
Valley company’s effort to control
costs as it tries to compete against
aggressive rivals such as Dell Inc.
HP did not provide details about the
impact the restructuring will have
on its Washington area workforce,
but the changes mean a shake-up is
coming for the hundreds of HP employees focused on selling to the federal government. Rather than work
in a specialized sales unit, they will
be folded into a broad technology division — a return to the structure
that was in place several years ago.
“The sales force are now working
for the engineers,” said Mark D.
Stahlman, an analyst with Caris &
Co., an investment banking firm. “It
gives the key managers control over
sales costs and makes them accountable for ultimate results.”

Maxjet Airways Puts Plans
For London Flights on Hold

See HP, D5, Col. 1
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See TREASURY, D3, Col. 1

BY CHRIS KLEPONIS — BLOOMBERG NEWS

Sen. Max Baucus (D-Mont.) said the president must find a way to placate
farm-state legislators for Treasury nominees to be confirmed.

NATIONAL

Chinese Firm Takes Itself
Out of Bidding for Maytag
Two suitors are left for the
appliance maker after Haier
and its partners say they will
not extend a formal offer
because the cost has become
too high.
D2

Senate Sets Hearings
On SEC Nominees
Banking committee aides say
they want to consider all
three seats on Tuesday. D2
Visa USA, American Express
end ties to card processor. D2
Merrill Lynch, Wachovia,
Wells Fargo profits up.

D2

Despite fuel prices, the
start-up discounter hopes for
flights to start from JFK in
November and from BWI in
March.
D4

Pentagon Gives Seminar
On Terrorism-Proofing

BY TOM VOLK — BLOOMBERG NEWS

Commercial landlords must
meet new requirements for
building security by October
for new leases, by 2009 for
renewals.
D4
Maryland ends fiscal year
with $1 billion surplus.
A1
NVR earnings up 45 percent
over last year.
D4
W.R. Grace profit up because
of settlements.
D4
Oceana Naval Air Station may
be closed.
Metro

Joshua Wallace installs wood siding on a home in Boise. Housing starts in the West fell by 10.4 percent in June, and were unchanged nationally.

Housing Starts
Slowing Down

Herndon Allows Verizon
To Offer Cable TV Service

Intel profit rises on sales of
Centrino chips.
D5
INTERNATIONAL

Investment Firm Dumps
Stock in China Oil Company
William Blair & Co., a top
investor in Cnooc, has sold
its shares, saying the firm’s
bid for Unocal is inflated. D5

Builders began construction on
fewer single-family houses in June,
a possible sign that years of strong
growth in the national housing
market may finally be leveling off.
Overall, new housing starts,
which include apartment buildings
and condominiums, were flat.
The new housing figures, released yesterday by the Commerce
Department, bolster the view of
economists who have predicted a
gradual slowdown in housing starts
and an easing of price increases as
mortgage rates tick up with the
prospect of passing the 6 percent
mark by next year.
Washington area markets have
been among those posting strong
gains, with prices rising across the
region around 16 percent annually

over the past three years, said Brenda B. Shipplett, president and chief
operating officer of Long & Foster
Cos., a closely held brokerage and
real estate services company based
in Fairfax.
Shipplett said her company has
seen some moderating in what was
an overheated market. These days,
properties can linger as long as a
week, compared with selling on the
first day on the market a year ago,
with fewer multiple offers and bidding wars, she said.
“We like a saner market place,”
she said. “We’re not happy when 10
people bid, and nine lose out.”
Nationally, coastal markets, especially in Florida, have seen prices
escalate far faster than those in the
heartland and remain most vulnerable to a significant pullback in
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Fewer Single-Family Homes in June
May Signal Cooling in a Hot Market
Washington Post Staff Writer

Microsoft sues Google over
Chinese engineer’s job.
D5

MONT.

CALIF.

By Dean Starkman

D5

WASH.

UTAH
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The telecom giant will
compete with Cox
Communications, which
holds a monopoly cable
franchise for the city.
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XM Invests
$25 Million
In Rival
WorldSpace
By Annys Shin
Washington Post Staff Writer

XM Satellite Radio Holdings Inc.
yesterday said it has invested $25
million in WorldSpace Corp., a privately held District-based satellite
radio provider in West Africa, the
Middle East and India that has said
it intends to go public.
The move could broaden XM’s
reach, and help turn satellite radio
into a global service similar to satellite television, said analysts.
As part of the deal, the two companies agreed to work together to
develop products, such as receivers,
and to strengthen relationships with
distributors such as automakers and
sources of programming. WorldSpace, whose initial backers included prominent Saudi investors, programs four channels for XM.
“We look forward to becoming a
strategic investor in WorldSpace’s
worldwide satellite radio system and
advancing satellite radio technology
and reach through our cooperative
efforts,” XM Chairman Gary M. Parsons said in a news release.
On the heels of the XM announcement, WorldSpace’s underwriter

SOURCE: Census Bureau
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Novatek Issue Luring
Investors to Russian Gas
But cautious fund managers
point to the recent partial
nationalization of oil giant
OAO Yukos.
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Defection Could Be Just What Organized Labor Needs
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’ll be rooting from afar this weekend
for Andy Stern and all the other
dissidents who threaten to break up
the house of labor during its showdown
convention in Chicago.
One of the best thing that ever
happened to the labor movement was the
split between the AFL and the CIO in
1935, creating the healthy competition
that forced organized labor to retool
itself for the industrial era, setting the
stage for eventual reunification. The
defection of Stern’s Service Employees
International Union, the AFL-CIO’s
largest and fastest-growing union, along
with the possible departure of the

BY EVAN VUCCI — ASSOCIATED PRESS

Andrew Stern, president of the Service
Employees International Union.

Teamsters and grocery, hotel and needle
workers, holds the promise of finally
dragging the union movement into the
21st century.
For the past 30 years, organized labor
been in a time warp, either oblivious to
dramatic changes in the world —
deregulation, globalization, outsourcing
and the digital revolution — or pursuing
ill-fated attempts to hold them back.
Even in the golden years of the ’50s
and ’60s, when as many as 1 in 3
private-sector workers was a union
member, union strength was
concentrated in oligopolistic industries
such as steel and autos, or regulated

Online Today » Columnist Steven Pearlstein discusses the history of the labor movement | 11 a.m. » Go to www.washingtonpost.com/business |

industries such as transportation,
communication and power generation,
where competition was limited and
companies could pass their costs on to
consumers.
In government and construction,
unions used political muscle to win
passage of laws that guaranteed them a
healthy share of the market. Mob ties
made it easy to organize workers and
negotiate generous contracts for
Teamsters and longshoremen.
As the union movement grew, millions
of Americans were able to enter the

See PEARLSTEIN, D2, Col. 1
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Haier Withdraws Maytag Bid

NATIONAL BRIEFING

Move Is Sign of Caution in China’s Pursuit of Foreign Firms
APPROPRIATIONS

By Peter S. Goodman
and Ben White

Amtrak Funds Clear Senate Panel
The Senate Appropriations transportation panel
approved $1.4 billion for Amtrak for 2006, a 17 percent increase over 2005 and $200 million more
than the $1.2 billion that passed in the House.
President Bush might veto the funding if it
doesn’t implement reforms, the transportation
panel’s chairman said.

Washington Post Staff Writers

CREDIT

Card Firms Drop Processor
Visa USA and American Express are cutting ties
with the payment-processing company that left 40
million credit and debit card accounts vulnerable to
hackers. CardSystems Solutions “cannot at this
point correct, the failure to provide proper data security for Visa accounts,” Visa USA Vice President
Rosetta Jones said. MasterCard expects CardSystems to develop a plan for improving its security by Aug. 31, spokeswoman Sharon Gamsin said.
MILITARY

Boeing Lobbyist Investigated
The Pentagon’s inspector general is investigating whether the former U.S. Air National Guard director, retired Maj. Gen. Paul A. Weaver, violated
federal ethics law by accepting a job as a lobbyist
with Boeing in May 2002, only three months after
he retired from the military, officials and the former director said.
Weaver was part of a press for support for a nowdefunct deal to lease aerial refueling tankers to the
Air Force. He said he did nothing wrong in lobbying state adjutant generals for the tankers. The
Senate Armed Services Committee and Justice Department are also looking into the matter.
LEGAL

DuPont Sued Over Chemical Use
DuPont was sued in federal courts over claims
that it knew for two decades that a chemical used
to make Teflon coating can sicken people.
The lawsuits seek class-action status. DuPont
said that perfluorooctanoic acid, or PFOA, is not
harmful to human health and that the processing
agent isn’t found in finished products.

Dismissal of Fraud Charges Sought
U.S. Attorney Alice H. Martin has asked a judge
to dismiss the indictment of former HealthSouth
president James P. Bennett in connection with a
$2.7 billion accounting fraud at the company, three
weeks after losing a case against HealthSouth
founder Richard M. Scrushy. Martin’s court filing
did not explain why she wanted to drop the charges.
FINANCIAL

Weill’s Early Departure Discussed
Citigroup Chairman Sanford I. Weill should be
allowed to depart before he becomes a distraction
to the management team led by chief executive
Charles O. Prince III, investors said. Weill, 72, had
agreed to remain chairman until the 2005 annual
shareholder meeting.

BY JIM MONE — ASSOCIATED PRESS

Northwest Airlines moved closer to a walkout by its
mechanics and aircraft cleaners as it rejected a
U.S. offer for arbitration and the workers voted to
let union leaders call a strike.
EARNINGS

Wachovia Profit Jumps 32 Percent
Wachovia said profit rose 32 percent, to a record
of $1.65 billion from $1.25 billion in the comparable quarter a year ago, as its purchase of SouthTrust lifted deposits and fees. Revenue increased
16 percent, to $6.39 billion.

Wells Fargo Earnings Gain

SHANGHAI, July 20 — Haier
Group Co., China’s largest homeappliance maker and primary aspirant to becoming the country’s first
global brand, has withdrawn from
the bidding for Maytag Corp., according to a statement released by
Maytag.
Haier, along with U.S. private equity firms Blackstone Group LP
and Bain Capital LLC, had expressed interest in buying the Iowa
appliance maker for about $1.3 billion.
Haier’s decision to drop out
amounts to a rare sign of caution
from China as its companies aggressively pursue foreign takeovers
and new markets in what Beijing
has termed the “go out strategy.”
Analysts said it indicates that the
country’s largest companies — despite their ownership by the Communist Party-led government —
have matured into legitimate commercial enterprises, undermining

the notion they can tap the unlimited largesse of the state.
“The go out strategy doesn’t
mean companies don’t care about
profits and costs,” said Yi Xianrong, an economist at the Chinese
Academy of Social Sciences in Beijing. “If it breaks the bottom line,
Chinese companies won’t do foreign purchases.”
Recent weeks have focused attention on the implications of China’s global mission as the stateowned energy firm Cnooc Ltd. has
pressed its unsolicited $18.5 billion
bid to buy U.S.-based Unocal Corp.
But most of China’s overseas investments have focused on establishing new channels to sell its
manufactured goods.
Last year, Lenovo Group Ltd.,
China’s largest computer maker,
struck a $1.75 billion deal to take
over International Business Machines Corp.’s personal computer
business, twinning its ability to
make low-cost machines with one
of the signature brands in technology. The Chinese consumer electronics firm TCL Corp. purchased

the television business of French
manufacturer Thomson SA, and
with it the rights to the RCA logo.
Analysts saw Haier’s interests in
Maytag as a continuation of that
trend, a deal that would have used
the venerable U.S. brand name to
sell machines that could be made in
the Chinese company’s existing
factories.
Haier’s decision reduces the
fight for Maytag to two players:
Whirlpool Corp., which Sunday offered to buy the company for about
$1.4 billion in cash and stock, and a
group of U.S. private equity investment firms led by Ripplewood
Holdings LLC. Ripplewood has offered to buy Maytag for about $1.1
billion. Maytag directors have approved Ripplewood’s offer and a
shareholder vote on that deal is
scheduled for Aug. 19. But Maytag
has also said that it would consider
Whirlpool’s higher offer.
White reported from New York.
Special correspondents Jason Cai
and Eva Woo contributed to this
report.

Wells Fargo said profit rose 11.6 percent, to
$1.91 billion from $1.71 billion, as it bucked an industry-wide compression in interest margins by
selling off adjustable-rate mortgages and auto
loans. Revenue rose 6 percent, to $7.87 billion.

Senators to Evaluate SEC Nominees

Merrill Lynch Profit Up 6 Percent

By Carrie Johnson

Merrill Lynch reported a 6 percent increase in
its second-quarter profit, to $1.14 billion from
$1.07 billion, despite a sluggish bond market that
sabotaged several of its competitors’ results. Revenue climbed 20.4 percent, to $6.32 billion.

Ford Earnings Fall 19 Percent
Ford Motor’s profit fell 19 percent in the second
quarter, to $946 million from $1.17 billion, as its
North American operations lost $907 million before taxes. Revenue grew 4 percent, to $44.55 billion.

Johnson & Johnson Profit Climbs
Johnson & Johnson’s profit grew 8.9 percent, to
$2.68 billion from $2.46 billion, as sales of medical
devices and diagnostic tests jumped. Revenue increased 11.1 percent, to $12.76 billion.
OTHER COMPANIES

K Home Depot agreed to buy National Waterworks
Holdings, a supplier of water-system products.
Terms were not disclosed.
K Wal-Mart applied to operate a bank in Utah to
process debit, credit and electronic check transactions.
Compiled from staff and news service reports.

Washington Post Staff Writer

The Senate Banking Committee has scheduled a
confirmation hearing next Tuesday on nominees to the
Securities and Exchange Commission.
The committee expects to take up the nomination of
Rep. Christopher Cox (R-Calif.) to be chairman of the
SEC and two proposed Democratic nominees, although the White House has not yet formally submitted the names of the two Democrats.
Cox, a former corporate lawyer and a self-described
free market conservative, was nominated by President
Bush last month to replace retiring chairman William
H. Donaldson. Senate Democrats have proposed nominating SEC commissioner Roel C. Campos, a Democrat whose first five-year term expired in June, and Annette L. Nazareth, who leads the agency’s division of
market regulation.
Virginia Davis, a spokeswoman for Banking Committee Chairman Richard C. Shelby (R-Ala.), previously said the lawmaker wants to consider all three
nominees at the same time.
But the committee yesterday announced a hearing
without listing the names of candidates it would question. Senate aides said yesterday that the three SEC
nominees would be packaged together if final paperwork is completed before the July 26 hearing. As of
yesterday, the committee had not yet received formal
papers from the White House on either Campos and
Nazareth.
Erin Healy, a White House spokeswoman, said yesterday that she would not “speculate” on the timing of
other SEC personnel moves.

DILBERT By Scott Adams

Christopher Cox
would lead SEC.

Commissioner
Roel C. Campos

Annette L.
Nazareth

Sens. Paul S. Sarbanes (D-Md.) and Charles E.
Schumer (D-N.Y.) have called on the White House to
submit the three nominees as a group, to preserve a full
complement of commissioners on the five-member
panel. The SEC has divided sharply in recent months,
in disagreements that boiled over at a heated June 29
meeting, the last of Donaldson’s chairmanship.
Agency leaders have parted ways over proposals to
bar mutual fund board chairmen from having management ties. They also disagreed over imposing large financial penalties on corporations and their shareholders, rather than only on individual executives who
engaged in wrongdoing.
Commissioner Harvey J. Goldschmid, a Democrat
who is to return to his teaching post at Columbia University law school in the fall, told lawmakers earlier
this summer that he would remain at the agency until
his replacement is confirmed by the Senate.
It is not clear whether the nominees will be confirmed by the full Senate before lawmakers break for
their August recess at the end of next week.

WORKING
Cultural Identity
Before President Bush named
John G. Roberts Jr. as his choice to
replace Supreme Court Justice
Sandra Day O’Connor, much of the
speculation centered on members of
the U.S. Court of Appeals for the
5th Circuit. The New Orleans court,
once the federal government’s
vanguard on civil rights in the
South, is now considered among the
most conservative in the nation.
“A court is made up of more that

STEVEN PEARLSTEIN

just individual judges. It has a tone
or a mood,” Arthur D. Hellman, a
University of Pittsburgh law
professor, told Washington Post
reporter Lois Romano before Bush
had made his official
announcement.
Courts are not the only
organizations that have a mood,
said Maynard Brusman, a
management consultant and
executive coach in San Francisco.
Every workplace has a unique
culture, which can evolve over time.

For instance, a strong leader can
sway the values of a workplace, he
said. And people who join an
organization can both change it and
absorb some of its values.
It’s a slow process, though, and
the culture comes from more than
just the individual people who work
there now. Often it’s the creators of
a company who still have the
biggest influence, even long after
they’re gone — not so different
from the Founding Fathers after all.
— Mary Ellen Slayter
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Labor Needs to Break Out of Time Warp
PEARLSTEIN, From D1
middle class. Union contracts evened out the pay
between the most valued and productive
workers, and those who were less so. And even
nonunion employers were forced to offer union
wages and benefits to retain valued employees.
What we know now, however, is that those
“golden years” were the result of exceptional
economic circumstances brought on by the
political, financial and technological dominance
of the United States following World War II. But
as those favorable conditions changed, unions
dug in, focusing their energies on preserving pay
and benefits and work rules that were
unsustainable in a time when markets became
more competitive.
At the same time — and, perhaps, not
coincidentally — investment and growth shifted
to those regions (the Sunbelt, Mexico), those
industries (tech and services) and those sectors
(small and medium-sized business) where unions
were weakest.
The results of the unions’ backward-looking
strategy can be found in statistics showing that
less than 10 percent of private-sector workers are
union members, with that group heavily
weighted toward workers over age 50. They can
be found in two-tiered labor contracts that
protect older workers to the detriment of
younger ones. And they can be found in
industries such as steel, autos and airlines, where
nonunion companies, paying good wages, are
able to thrive while unionized competitors shrink
or slide into bankruptcy.
How did it come to pass that the American
labor movement is now more about protecting
$250,000 pay packages for airline pilots than
making sure that janitors and farm workers and

chicken processors earn a living wage? Or about
ensuring that $25-an-hour auto workers pay
nothing toward their gold-plated health
insurance plan at a time when 1 in 7 Americans
has no insurance at all?
Why is it that, at 7 each morning in cities
across America, dozens of young men eager to
work, and contractors and homeowners eager to
employ them, meet at street corners or parking
lots rather than the union hall?
And what should be said about a labor
movement that asks Americans to block trade
with developing countries that don’t honor labor
rights — but sat by as Americans were
systematically stripped of their right to form
unions at home?
My point here is that the decline of the labor
movement is as much the story of missed
opportunity as it is one of changing political and
economic circumstances. And the blame lies
squarely with union leaders more concerned
with preserving the past than retaking the moral
high ground and grabbing hold of the future.
This isn’t a problem only for union members.
Just as it’s bad for an economy when unions get
too strong, it’s also bad when they are too weak.
It’s no coincidence that the decline in union
membership mirrors a decline in the share of
national income going to workers, along with
declines in income equality and social mobility.
Having a vibrant, market-savvy union movement
is in everyone’s interest, whether people choose
to join one or not.
Next: What is to be done?
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Steven Pearlstein will host an online
discussion at 11 a.m. today at
washingtonpost.com. He can be reached at
pearlsteins@washpost.com.
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