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Free Love

By Michael S. Malone

Hewlett-Packard’s positive quarterly earn-
ings report on Tuesday was both good news and
bad: good, because it bought the struggling com-
pany some time to get back on its feet after the
recent craziness; bad if new CEO Mark Hurd
doesn’t see the weak profit margins as a warn-
ing that radical changes must be made if HP
isn’t to die a slow Silicon Valley death.

But what changes? Where HP should go now
is the talk of Tech. And Mr. Hurd, currently
making a tour of the company’s divisions, is no
doubt getting a lot of conflicting advice.

Well, here’s a plan for saving HP. It may not
fit his vaunted metrics, and it may run counter
to almost everything Wall Street is hoping for.
But if he is to return HP to its former glory—as
opposed to merely placing flowers at the memo-
rial to Carly Fiorina’s hubris—he is going to
have to take some risks . . . in reverse:

§ Restore. Buy Agilent Corp. Right now. This
isn’t an exercise in nostalgia. Agilent was the
HP instrument group, the oldest part of the com-
pany, the true heart of Hewlett-Packard. It’s all
still there at Agilent: calm competence, easy
toughness, the HP Way. When Agilent was
ripped out of Hewlett-Packard, something in HP
died. It needs to be revived.

But there are other reasons for buying Agi-
lent. The future lies in integration, in the immer-
sion of the digital world into the natural: smart
houses, sensor networks, thinking machines, bi-
ological computers. What better way to estab-
lish a beachhead in that new world than to buy
the world’s largest test and measurement com-
pany? Another reason is that Agilent these days
is the better run business of the two. It is only
now emerging from a gauntlet no other com-
pany has run: torn out of the mother firm after
60 years of loyal service, enjoying the largest
IPO in Silicon Valley history, then quickly
crushed by the dot-com bust, losses, lay-offs,
and then a renaissance. The folks who run Agi-
lent not only know everything there is to know
about the HP culture, they also know how to get
the company through the hard times ahead.

And they know how to innovate—that being
the one thing that has always saved HP. While
hardly anyone was watching, Agilent became
not only a leader in test and measurement tools
for the semiconductor industry, but also in bio-
tech, networks, telecommunications and IT. If
HP is to escape its current trap of overdepen-
dence on commoditizing products, it will have to
get out of Target and get back to the labs. Agi-
lent is already there—and, right now, is a steal.
The market still sees Agilent as just a semicon-
ductor equipment maker, so the stock price is
low. HP should swoop on this bargain.

§ Realign. HP is a bloated mess. Even HPers
know that serious cost-cutting and lay-offs are
inevitable. But beware of easy fixes. HP’s real
problems are philosophical, not financial.
Merely tightening up the PC and printer groups
may buy some short-term profits, but they won’t
restore HP to enduring health, much less its old
greatness. Some of those operations do need to
be slashed—but the company had better have a
strategy that involves more than reducing costs.
It needs a vision of where operations are headed.

Mr. Hurd recently muttered something about
getting rid of the “hobby businesses.” He should
be very, very careful about doing anything rash.
Just about everything that made HP a giant
came not from its mainstream businesses, but
from those “hobby” projects that turned out to
be world-beaters: LEDs, desktops, scientific and
business calculators, minicomputers, printers—
even employee Steve Wozniak’s little “hobby”
that temporarily got away, the PC. If HP can’t
keep those projects in-house, then, as Dave Pack-
ard did, it should give the teams some money,
send them off, and buy their businesses back
when they have something great to show.

Still, if Mr. Hurd must cut, a good place to
start would be Compaq. Buying that also-ran

was a mistake, and it has been a cancer on the
company ever since. Excise it, especially the
demon-seed remnants of DEC. He should spare
only the Tandem folks. Meanwhile, he should
keep as many veteran HPers as he can: They
have been far more loyal to the company than
the company has been to them.

§ Reassert. For 60 years, HP was synony-
mous with the highest quality, service and integ-
rity. These days, when people think of HP what
comes to mind is a corporate soap opera, forget-
table PCs, and flimsy plastic printers. HP calcu-
lators, because of their durability, were once the
dream of every college kid. Today? The last de-
scription I heard of an HP printer was . . .
(sorry, this is a family newspaper). Restoring
HP’s sterling product reputation is not an exer-
cise in nostalgia. The combination of holding the
high ground and being a technical innovator was
once devastatingly effective. It can be so again.

§ Regain. Go back to being the leading sup-
plier of productivity tools to professionals. HP
should get out of low-end PCs and printers. Face
it, Michael Dell won. Send him flowers and wish
him luck, because he’s going to need it. HP, like
every other Silicon Valley company besides Ap-
ple and eBay, is lousy at consumer products and
services. So it should dump the toys, repurpose
the Enterprise Group, and return to selling to
scientists, businesspeople, bankers, lawyers, ac-
ademics and the military—as well as newcomers
like bloggers, game designers and bioengineers.
HP needs to find out what these people really
want—be it open systems, integrated solutions,

state-of-the-art tools—and give it to them. They,
too, are tired of the all-flash-and-no-service busi-
ness club scene of the last few years and are
ready to settle into a nice, enduring marriage.

§ Remember. Walter Hewlett was right. So
were the employees of HP. They voted against
the idiocy of the last few years, only to be sold
out by the board of directors and institutional
investors. HPers are smarter than newly arrived
CEOs when it comes to their company. They
know that what it will take to save HP is innova-
tion—and the HP Way. There have been at-
tempts in recent years to discredit the latter,
mostly with the complaint that it is some kind of
mystical, managerial mumbo-jumbo that was ob-
solete 30 years ago. Garbage. The HP Way is a
tough, hard-nosed business philosophy even bet-
ter suited for today’s increasingly global, virtual
corporation than it was for the comparatively
static and sleepy corporate life of a quarter-cen-
tury ago.

In essence, the HP Way combines simple ob-
jectives, enlightened business practices, trust in
employees to make the right choices, and ruth-
less self-appraisal. It creates an adaptive, inno-
vative and ferociously competitive company that
jettisons product lines but not people. By compar-
ison, the Carly Way, profligate with human capi-
tal while clinging to aging and commoditized
products, looks positively reactionary. HPers un-
derstand that; the question is whether they can
teach their new boss in time. Sometimes, true
radicalism lies in having the courage to go back
and restore what was lost. If Hewlett-Packard is
to once again become the World’s Greatest Com-
pany, Mark Hurd will need the wisdom and cour-
age to do just that.

Mr. Malone, a Silicon Valley journalist, is writ-
ing a book on HP for Portfolio Books.

Review & Outlook

By Manmohan Singh

NEW DELHI—If a commitment to remain an
open society is one of the pillars of India’s na-
tionhood, the other is our commitment to re-
main an open economy—one that guarantees
freedom of enterprise, respects individual cre-
ativity, and mobilizes public investment for so-
cial infrastructure. Indeed, it would be no exag-
geration to suggest that these are the principles
to which all countries will increasingly want to
adhere.

Just as developed industrial economies
enabled “economies in transition” to gradu-
ate into open economies, developed democ-
racies should also assist “societies in transi-
tion” to become open societies. I believe
India’s policies toward the world have been
shaped by this commitment, and we should
be proud to identify with those who defend
the values of liberal democracy and secular-
ism across the world.

Over the past decade, the debate in India
on the nature of our interaction with our
wider Asian neighborhood—and with major
powers—has also been shaped by sweeping
changes in our economic policy. The initia-
tives India took in the early 1990s toward
economic liberalization have not only al-
tered our interaction with the world, but
have also shaped global perceptions of In-
dia. Indeed, they have shaped more than
mere perceptions. They have altered the
manner in which other nations, big and
small, relate to us. Today, there is a greater
willingness internationally to work with India—
and to build relationships of mutual benefit.

The steps that successive Indian govern-
ments have taken since 1991 have helped to fi-
nally remove what development planners used to
refer to as the “external constraint” on growth.
Indian industry and Indian professionals have
demonstrated their ability to step out with confi-
dence from a highly protected environment into
a mercilessly competitive one.

We do have a vast unfinished agenda of social
and economic development, and my govern-
ment’s priority will be to implement this. Doing
so will further enable us to deal with the chal-
lenges of globalization. The global environment
has never been more conducive to India’s eco-
nomic development than it is today. The world
wants India to do well. However, we recognize
that our real challenges are at home. It is for this
reason that we place such great emphasis on
increasing investment in infrastructure, agricul-
ture, health and education, urban renewal and
the knowledge economy. Having ensured that

there is today no external constraint on growth,
we must now ensure that there remain no inter-
nal constraints to development.

i i i

To say that the external constraints on growth
have gone, however, is not to suggest that we are
making full use of new opportunities. There is
much more that we can do to draw on global
savings and global markets. As a developing econ-
omy, we must tap international resources to fuel
our development. We should be more open to glo-

bal capital flows and better prepared to take ad-
vantage of new markets for goods and services.
India is wholly committed to multilateralism in
trade: But we will seek the reform and democrati-
zation of multilateral institutions.

Globalization is both an opportunity and a
challenge. A decade ago, who could have imag-
ined that India would be a major software ser-
vices exporter and that a new process of “brain
gain”—not “brain drain”—would be created by
opportunities in these sectors? We now ask our-
selves if we are doing enough to secure this
edge. The growth of India’s knowledge economy
has opened up new markets for science- and
technology-based products. In manufacturing,
too, there are global opportunities. The end of
the multifiber agreement opens up new vistas
for trade in textiles.

India would like to make globalization a “win-
win” game. How we deal with its challenge—and
how we make use of its opportunities—will shape
our relations with the world, and the perception
of our capabilities as a nation. This has already

happened in substantial measure. Our relations
with major powers, especially the U.S. and more
recently China, have increasingly been shaped
by economic factors. Who could have imagined
that China would emerge as our second largest
trade partner? In the case of the U.S., an acceler-
ation of people-to-people contact and the conse-
quent business-to-business interaction has
forged closer state-to-state relations. Shared val-
ues and growing economic links have enabled a
closer strategic engagement.

Similarly, business and commerce also
underpin India’s strategic partnership with
the European Union. It must be our en-
deavor to ensure that economic and com-
mercial links contribute to a strong and
new element in our traditionally friendly
relations with Russia. In fact, I believe that
our strategic relationship with the Russian
Federation can be greatly enriched by a
greater focus on bilateral economic rela-
tions. Renewed cooperation in the economic
field is giving a new profile to India’s rela-
tions with Japan, with Japanese investment
flows set to increase. Concern for energy
security has become an important element
of Indian diplomacy and is shaping our rela-
tions with a range of countries across the
globe, in West Asia, Central Asia, Africa
and Latin America.

It is notable that the response of other
countries to India’s national security con-
cerns is being shaped by perceptions of
business and economic opportunities. Coun-
tries that imposed sanctions on India when

we declared ourselves a nuclear weapons power
are building bridges with us, to take advantage
of the opportunities for mutual economic benefit.
None of us can underestimate the role of eco-
nomic interdependence in international rela-
tions. The example of the EU, Asean and Apec,
Nafta and other regional groups shows that the
most dynamic economies are creating such rela-
tionships for mutual benefit, regional security
and peace.

Indeed, India seeks to be more closely en-
gaged with such regional groups. Our links with
each of these regions is both civilizational and
contemporary, with people of Indian origin act-
ing as a cultural bridge between our multicul-
tural societies. Our foreign policy is, of course,
shaped by our civilizational values, and by our
commitment to peace and freedom. But it is now
equally shaped by our commitment to our eco-
nomic development, within the framework of an
open society and an open economy.

Mr. Singh is prime minister of India. He com-
pletes a year in office on May 22.

T
he American Society of Clinical Oncol-
ogy met this week in Florida, where it
heard promising study results about a

host of developmental
cancer therapies.
“Just in the last year
or so there are many
more options,” one re-
searcher was quoted as saying. “None of them
are FDA-approved yet. Hopefully soon they
will be.”

The bad news is that “hopefully” really is
the operative word here. Former FDA Commis-
sioner Mark McClellan made some progress
moving the agency to speed up the drug ap-
proval process. But he was pulled away to run
Medicare, and agency bureaucrats have since
been working feverishly to turn back the
clock.

The latest evidence of backsliding was a re-
cent vote of the Oncologic Drugs Advisory Com-
mittee (ODAC) to recommend against approv-
ing Johnson & Johnson’s leukemia drug Zar-
nestra. The drug may not be a miracle
cure—15% of study patients achieved complete
remission. But 15% is nothing to sneeze at ei-
ther, especially since the company was seeking
accelerated approval for the treatment of eld-
erly patients who might not be able to with-
stand the punishment of traditional chemother-
apy. Yet ODAC voted against adding this
weapon to the anti-cancer arsenal.

This is a special shame because ODAC used
to be a bastion of common sense, wherein clini-
cians who treat cancer patients would often
buck FDA statisticians to approve new drugs.
But ODAC is now chaired by osteopath Silvana
Martino, who is notably hostile to the drug in-
dustry, and so it is unlikely to continue to be an
independent check on the FDA.

A related blow for cancer patients was the
selection last month of Richard Pazdur to
head the FDA’s newly consolidated oncology
drugs division. Drs. Pazdur and Martino
share the view that the FDA’s mission is to
force the pharmaceutical industry to jump
through certain hoops as much as it is to get
good drugs to patients. “The purpose of accel-
erated approval was not accelerated drug com-
pany profits,” Dr. Pazdur says, as if the re-
searchers whose work is coming before him
are selling snake oil.

Dr. Martino, meanwhile, believes that “mil-
lions and millions of dollars are being spent
looking for drugs with low efficacy”; she

should tell that to patients for whom incremen-
tal progress can mean extended lives. The fear
in the cancer patient community is that the doc-

tors want to undo the
accelerated approval
process for all but the
most obviously effec-
tive cancer drugs,

even though many of the best ones only demon-
strate their true worth when they are used in
clinical settings.

This was demonstrated again at the oncolo-
gist meeting. Notable among the impressive
drugs was Erbitux, whose original rejection by
the FDA helped land Martha Stewart in jail,
and which continues to look better and better
as a treatment for colon cancer.

The next thing to watch for is the fate of As-
traZeneca’s lung-cancer drug Iressa, which
Dr. Pazdur is signaling he may actually pull
from the market as one of those “low efficacy”
drugs. True, Iressa helps only about 10% of pa-
tients. But those who respond to it respond
massively. “I’ve had patients who have gone
from being on oxygen to skiing at altitude,”
says one doctor of the drug. Genetic tests are
being developed to better predict who will re-
spond to Iressa. Yet Dr. Pazdur seems to re-
gard the FDA’s Iressa approval in 2003 as an in-
stance of the drug industry getting away with
one. Incredible.

One way Congress could fight back would
be with a law ending the moral travesty of pla-
cebo-controlled drug trials for terminal dis-
eases. This has been Dr. Pazdur’s main delay-
ing tactic, justified as a way to prove efficacy
beyond any doubt, regardless of how many
people may die in the interim. (The oncologist
conference also saw data presented question-
ing the value of lengthy drug trials.)

As for the White House, its failure to offer
adult supervision of the FDA—an executive
branch agency that regulates one-quarter of
the economy—is increasingly notable and un-
fortunate. The agency has lacked a Commis-
sioner confirmed by the Senate for about year;
acting head Lester Crawford has been nomi-
nated for the job but is mired in the Senate’s
confirmation maw and in any case shows little
inclination to buck the FDA culture that pro-
duced Dr. Pazdur.

Who would have thought that, five years
into a Republican Administration, the FDA
would be staffed by people who regard industry
as an adversary, not a partner, in the anti-can-
cer fight.

Patriot Act Posturing

G
iven how often Congress has tried to bail
out failing airlines, it’d be nice if it felt
as strongly about giving healthy carri-

ers access to a freer market. It could start by re-
pealing an arcane law
that serves no purpose
other than to restrict
low-cost Southwest
Airlines from compet-
ing against its more traditional rivals.

The law in question limits Southwest to run-
ning flights to and from its headquarters in
Love Field, in Dallas, to seven states. This anti-
competitive statute was jammed into legisla-
tion back in 1979 by then-Democratic House
Speaker (and Fort Worth Congressman) Jim
Wright. Contrary to some claims, the law was
not intended to “help” Southwest by graciously
allowing it a few destinations outside Texas,
but was a naked attempt to protect nearby Dal-
las-Forth Worth airport from competition after
numerous lawsuits to shut down Southwest and
rival Love Field had failed.

And it’s worked like a charm. American Air-
lines, based out of DFW, has become an uncon-
tested giant in the market. It flies some 850 de-
partures a day from DFW. (Southwest, in com-
parison, flies closer to 115 out of Love). Ameri-
can is so dominant that other airlines have
scaled back Dallas operations; Delta quit using
DFW as a hub in January, canceling more than
225 daily flights.

Airline passengers suffer from this hold-
ing pattern, with higher fares and fewer
choices. The Wright Amendment means
Southwest is currently able to carry passen-
gers from Love to only 14 cities and cannot
route flights from its 45 other cities, such as
Pittsburgh or Seattle, into Dallas. Other com-
mercial carriers at Love are held to the same
seven-state restrictions. On flights in which
Southwest competes with DFW carriers out of
the Dallas area, Love Field fares are an aver-
age of 15% cheaper.

Difficult as it is to argue against market
fairness, American (which lost $761 million
last year) and its proxies are giving it a stellar
try. A favorite warning is that allowing more

competition in the al-
ready fragile airline
industry would do ir-
reparable “damage”
to DFW airport, Amer-

ican, and the local economy. But it is not Con-
gress’s job to support one airline over an-
other. If DFW (currently one of the five busi-
est airports in the world) and American offer
travelers what they need, they’ll both suc-
ceed. If they can’t, then jobs and business will
migrate to more efficient competitors. Many
large cities sport more than one large airport,
and the competition has only benefited local
economies and consumers.

An even stranger argument is that if South-
west wants to expand, it should have to do so
at DFW—which has excess capacity. But that
would force Southwest to invest in a separate
costly operation across town, rather than ex-
pand from its headquarters of 34 years. As for
the contention that Southwest’s expansion
would “strain” Love Field, the city of Dallas
years ago decided to cap the number of gates
at Love to the 32 that already exist.

Everyone laments the dismal state of the air-
line industry, but the reality is that the govern-
ment has contributed as much as anyone to its
problems. Antitrust limits on mergers, obsta-
cles to foreign investment, high taxes, labor
rules and other policies have prevented the
kind of competition that would produce a health-
ier industry. The Love field limits illustrate
once again that when government attempts to
protect one competitor at the expense of an-
other, it ends up hurting everyone. We’d have
thought Congress would be relieved to see an
airline asking not for a loan guarantee or a pen-
sion giveaway, but simply the right to roll up its
sleeves and compete.

By Quentin Letts

Some consider soccer “the beautiful game”
while others think it a sport for pampered pan-
sies, but off the field the game has just excelled
itself. Malcolm Glazer’s takeover of Manchester
United for circa £800 million has provided some
of the jolliest spectator sport for years.

Mr. Glazer, a bearded 76-year-old from Flor-
ida, moved quickly to secure control of United.
In business terms his acquisition of the world’s
richest sporting club was a lightning strike, a
match-winning goal struck sweetly from outside
the penalty box.

However, this matter cannot be considered
merely another medium-sized business deal. Mr.
Glazer’s swoop on the northern English city of
Manchester has met with violent protests. His
effigy has been burned, anti-American senti-
ments have been vented and Britain’s tabloid
newspapers have weighed in with their custom-
ary delicacy: The name Glazer is currently less
popular than that of Saddam.

In the boardroom, Mr. Glazer may have
notched up an “away win,” but in the emotive
world of small-p politics and football loyalties
this game still has plenty of minutes on the
clock. At the heart of it all is some laughable
hypocrisy by the tattooed, insult-chanting sup-
porters of “The Reds” who have utterly failed to
accept the realities of capitalism. Reds, indeed.

Mr. Glazer’s family has insisted that they are
long-standing soccer aficionados, yet there is no
record of them ever attending a game at Unit-
ed’s magnificent Old Trafford stadium, let alone
visiting rainswept Manchester. Their interest in
soccer has been whittled down to a rumor that
one of Mr. Glazer’s sons, Joel, once shared an
apartment with a fellow who supported a London
soccer team called Tottenham Hotspur.

Mr. Glazer, already owner of the Tampa Bay
Buccaneers, made his move on mighty “Man U”
at the end of last week. To seize control he paid

over the odds for a 28.7% stake from two Irish
investors who had squabbled (over a racehorse,
for goodness’ sake) with United’s coach, Sir Alex
Ferguson. Sir Alex, a notoriously irascible Scot,
was knighted by Tony Blair in 1999 in a greasy
gesture to populism. Working-class soccer is
highly political in Britain.

Mr. Glazer, who may not realize quite what a
nettlebed he has entered, has borrowed heavily
to buy the United shares. In any other business
this would be considered normal. In British soc-
cer it is regarded as close to immoral. Soccer
fans, as hysterical a customer base as exists,
are accustomed to rich men buying clubs with
their own cash—and then losing much of it. How
dare anyone regard the lucrative game as just a
routine business proposition? As one only semi-
intelligible Man U fan grunted the other day on
TV, “It’s well outta order.”

Around the world United fans have reacted
like pricked piglets. What a cacophony of squeal-
ing and tail-chasing there has been. Foreign
money is fine when it buys absurdly overpaid
new players for their teams. When it is used to
buy a business, they howl. Mr. Glazer has been
labelled “the bearded gnome,” some 30,000 pro-
testors have pledged to support a legal challenge
to his deal, and Manchester Web sites are full of
baleful gossip about him.

Die-hard fans are now full of hot talk about
how they will disrupt United’s appearance in
next week’s FA Cup final (Britain’s answer to
the Super Bowl). They are planning a “Gandhi-
esque” sit-down in the middle of the pitch, com-
plete with crossed legs and silence (though mer-
cifully, no loin cloths). They may even—shock
horror!—stop wearing the club’s deeply unattrac-
tive, overpriced merchandise.

Things may not at present look great for Mal-
colm Glazer. But if he goes down as the man who
persuaded the no-necks of British football to stop
wearing nylon replica kit, he could yet find his-
tory smiling on his reputation.

Mr. Letts is parliamentary sketch-writer for
the Daily Mail of London.

Manchester United . . . Against a Yank
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The FDA vs. Cancer Patients

Drugs that save lives

belong on the market.

S
everal provisions of the Patriot Act come
up for renewal this year and debate is al-
ready under way in Congress. Today the

Senate Intelligence Committee is scheduled to
hold a hearing on the FBI’s subpoena power in
terrorism cases, which the Administration
wants Congress to expand. It’s a closed-door
session so that Senators can weigh classified in-
formation.

Enter the ACLU. The civil liberties organiza-
tion is so desperate to derail the Patriot Act that
it has gone to the extreme of protesting the
closed-door nature of the meeting, saying that
“lawmakers are trying to keep legislation to re-
authorize the Patriot Act secret.” Oh, really?
The reason the hearing is closed is because Sen-
ators “will discuss actual intelligence opera-
tions and how the Patriot Act applies to those
operations,” a spokesman says.

The subject under discussion is the “admin-
istrative subpoena,” which would allow the FBI
to subpoena documents without first going to a

judge in emergency situations involving na-
tional security. Congress long ago gave the FBI
administrative subpoena power for cases in-
volving narcotics, health-care fraud, child por-
nography, and a host of other areas in which
fast action can make a difference. A party
served with an administrative subpoena can
challenge it in court if it believes it is unwar-
ranted.

As the ACLU surely knows, one of the rea-
sons the FBI is asking for administrative sub-
poenas for terrorism cases is customer de-
mand. Since 9/11, hotels, Internet service pro-
viders and other businesses have voluntarily co-
operated when the FBI has asked for emer-
gency information on terrorist suspects. But in
this lawsuit-crazed age, they want the legal
cover of being able to say they were complying
with a subpoena; it’s a way of protecting them-
selves against liability suits from organiza-
tions like the ACLU. Now there’s a subject for a
Congressional hearing.

An airline that isn’t asking for

a government handout.

What’s the Hurd Instinct?
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