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Shades of Gray

Mr. Zuma Leaves No. 2 Post,
But Retains His Popularity;
Followers See Persecution
A Battle for Heart of the ANC
By YAROSLAV TROFIMOV
DURBAN, South Africa—Introduced
by a supporter at a recent rally as the
next president of South Africa, Jacob
Zuma electrified the crowd of thousands
by crooning his favorite song: “Bring me
my machine gun,” he wailed. “Bring me
my weapon.”
A former guerrilla leader, Mr. Zuma
fought and was incarcerated by the defunct apartheid regime. Now he’s facing
the prospect of prison again, but this
time he’s battling
completely different
adversaries:
state institutions of
a new, democratic
South Africa.
A populist champion of the nation’s increasingly
frustrated
poor,
Mr. Zuma until recently was South
Africa’s
deputy
president. But he
Jacob Zuma
was charged last
month with corruption stemming from a big arms deal.
Separately, he’s being investigated on
allegations of rape. Mr. Zuma, who
didn’t reply to requests for an interview, denies any wrongdoing; his leftwing followers were quick to blast the
unfolding legal onslaught as political
persecution orchestrated by the man
Mr. Zuma was long expected to succeed: President Thabo Mbeki.
The fallout from the case has unleashed a tumultuous clash of the visions that Messrs. Mbeki and Zuma represent to many South Africans. Mr.
Mbeki, who tolerates little dissent
within his administration, presides over
an unabashedly capitalist society that
already has spawned a new elite of
black tycoons. Mr. Zuma’s popularity is
fueled by a blend of resentment over
Mr. Mbeki’s authoritarian style and nostalgia for the socialist slogans of the
liberation struggle led by the African
National Congress.
The two men, who still hold the top
two posts in the ANC, are careful not to
attack each other by name, and Mr.
Mbeki repeatedly has denied any hostility against Mr. Zuma. But at a grassroots level, the conflict is extremely personal: burning T-shirts adorned with Mr.
Mbeki’s portrait is common at boisterous
campaign-style rallies of Mr. Zuma’s supporters. In a country where the ANC controls all levers of government, the split
has already reached the most sensitive
institutions. The nation’s top spy was removed in October for alleged rogue surveillance of Mr. Mbeki’s supporters on
Mr. Zuma’s behalf. “This is the first test
of this scale that the ANC is facing since”
it became a legal party in 1990, says ANC
Secretary-General Kgalema Motlanthe.
The case already is rattling the legitimacy of many institutions of the new
South Africa, including its judicial system, its law-enforcement agencies, the
media and the ANC itself. It also is
stirring up racial tensions in a country
where, despite black control of government, the white minority still dominates
the economy. More broadly, the precedent set by how Mr. Zuma is treated
could determine whether South Africa’s
11-year-old democratic experiment remains a beacon of hope for the rest of
the continent—or eventually gives way
to yet another corrupt, thuggish and
lawless regime.
The two men at the center of the crisis
are a study in contrasts. Mr. Mbeki, 63
years old, is a cerebral British-educated
economist who dresses in sharply tailored suits and prefers writing an Internet column on the party Web site to pressing the flesh. As far back as the 1980s, he
initiated the ANC’s first clandestine contacts with white South African business
executives—a prelude to peaceful transiPlease Turn to Page A11, Column 1
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ALPINE IS FACING increased pressure from dozens of hedge funds, many of
which are trying to force the
power company to file for Chapter 11. The funds are among
the biggest holders of Calpine’s
roughly $17.7 billion in debt,
and the turmoil spotlights hedge
funds’ growing clout in forcing
changes in corporate strategy.
(Article in Column 4)
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n Danish telecom company TDC
agreed to be acquired for $12
billion by a private-equity group,
a sign of the increased role of
such firms in pushing deals.
n Three private-equity firms
have formed an alliance to examine an acquisition of newspaper publisher Knight Ridder.
(Articles on Pages C1 and A3)
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n RIM’s deal with NTP was
voided by a court, paving the
way for a possible halt to BlackBerry sales and service in the U.S.
(Article on Page A3)
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The U.S. economy grew at a
revised 4.3% annual rate last quarter, the fastest pace since early
2004, aided by consumer spending.
n

(Article on Page A2)
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The Dow industrials lost 82.29
points to 10805.87 as the economic
news fanned inflation fears. Bonds
fell; oil rose to $57.32 a barrel.
n

(Articles on Pages C1 and C5)

i

i

i

The ECB is expected to raise
rates today by a quarter point
to 2.25%, the European bank’s
first rate increase in five years.
n The ECB move is prompting
some strategists to advise shifting from European to U.S. stocks.
n

(Articles on Pages A15 and C13)
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Comcast is raising the price
of its most popular cable-TV service by 6%. Increases at other cable firms are likely to be smaller.
n

(Article on Page D1)
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A Time Warner director is
also serving on the board of Lazard, which is working to oust directors at the media company.
n

(Article on Page C1)
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The SEC’s general counsel
said he plans to leave the agency
in January. Chairman Cox is expected to quickly fill the post.
n

(Article on Page A5)
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British Airways said it plans
to pare its management ranks
by 35% over the next few years
as part of a cost-cutting drive.
n Mexico sold state-run Mexicana airline to hotel operator
Grupo Posadas for $165.5 million.
n

(Articles on Pages A5 and B3)
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Lloyd’s of London said member companies estimate hurricanes in the U.S. this season will
cost them $5.02 billion in losses.
n

(Article on Page A6)
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A veteran Merrill Lynch broker
charged in a lawsuit that the
brokerage firm has failed to hire
and promote African-Americans.
n

(Article on Page C3)

i
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i

France’s La Poste received
approval to offer banking services
at the post office despite objections from the country’s banks.
n

(Article on Page C3)
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Bombardier swung to a loss
on weakness in its regional-jet
business and costs to cut jobs.
n

(Article on Page A6)
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Bally restated earnings going
back to 2000 and said it is exploring “strategic alternatives.”
n
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–Markets–
Stocks: NYSE vol. 1,772,070,250
shares, Nasdaq vol. 1,877,084,653.
DJ industrials 10805.87, t –82.29;
Nasdaq composite 2232.82, s +0.11;
S&P 500 index 1249.48, t –8.00.
Bonds (4 p.m.): 10-yr Treasury
t –4/32, yld 4.500%; 30-yr
Treasury t – 4/32, yld 4.703%.
Dollar: 119.82 yen, +0.22; euro
$1.1791, +0.04 cent against the dollar.
Commodities: Oil futures $57.32 a
barrel, s +$0.82; Gold (Comex)
$494.60 per troy ounce , t –4.50;
DJ-AIG Commod. 166.402, s +3.044.
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World-Wide

Support System

Oil-Rich Norway
Hires Philosopher
As Moral Compass
7

n BUSH DETAILED Iraq progress he

sees, but no hint of a departure date.
Beginning a series of speeches to
shore up war support, the president
drew cheers at the Naval Academy
with his vow that “America will not
run in the face of car bombers,” but
a less-warm response on Capitol Hill,
where the House Democratic leader
embraced Murtha’s call to withdraw
promptly. Bush painted a more optimistic portrait of Iraq army readiness
than commanders did in recent congressional testimony, and appeared to
gloss over concerns Iraqi forces are
executing Sunnis. The Baghdad government missed a deadline to report
on its probe of abuses at a secret jail
that U.S. troops uncovered. (Page A4)
U.S. and Iraqi troops swept a western area where bombs reportedly are
manufactured. Belgian and French
police arrested 15 alleged allies of a
woman believed to have carried out
an Iraq suicide bombing Nov. 9. The
Pentagon is checking a report it paid
Iraqi media to run favorable stories.
i
i
i
n Supreme Court nominee Alito said
in a 1985 memo state laws should be
used to chip away at abortion rights
as a means of working toward eventual toppling of Roe v. Wade, a strategy that is still playing out. (Page A3)
n The justices heard arguments in a
New Hampshire parental-notification
case and one seeking to apply RICO
to curb violence by antiabortion protesters. Chief Justice Roberts’s every
utterance was intensely scrutinized.
i
i
i
n Peres left Israel’s Labor Party after nearly 60 years to back Sharon’s
new centrist group. Peres is perhaps
Israel’s foremost advocate of peace.
n The leader of Hamas said a truce
with Israel to allow its pullout from
Gaza won’t be extended when it ends
Dec. 31 despite pressure from Egypt.
n Egypt’s Muslim Brotherhood said
police rounded up hundreds of members before today’s final-round voting,
likely to add parliamentary victories.
i
i
i
n The U.S. said EU and other allies
may curb their trade and investment
in Iran if it refuses to break off efforts at nuclear-weapons development.
i
i
i
n Koizumi kicked off a campaign to
change Japan’s U.S.-drafted pacifist
constitution to let its military assist
allies and engage in peacekeeping.
i
i
i
n An appeals court delayed Padilla’s
transfer to federal prison, saying it
needs to understand why his “enemy
combatant” status ended so abruptly.
n A German court ruled a Turkish
Guantanamo detainee can keep his
residency status despite being out of
the country longer than six months.
i
i
i
n The Pentagon reportedly is leaning
against plans to scrap the Air Force
version of the Joint Strike Fighter, a
decision that would cheer Lockheed.
i
i
i
n Schwarzenegger raised eyebrows
by naming a Democrat and ex-Davis
aide as his chief of staff after defeats
on Nov. 8 California ballot initiatives.
i
i
i
n A partial face transplant was performed by French doctors. A woman
mauled by a dog received lips, a nose
and a chin from a brain-dead donor.
n Walgreen suspended without pay
four Illinois pharmacists who refused
on religious grounds to fill “morning after” contraceptive prescriptions.
n Nut-allergy dangers were brought
home in a report a Canada teen died
of a kiss her boyfriend gave her after he ate a peanut butter sandwich.
i
i
i
n Japan’s space agency reported a
probe successfully landed on an asteroid and took samples that are now
supposed to be hauled back to Earth.
n EU scientists reported findings of
the Huygens probe of Saturn moon Titan, describing a landscape of hydrocarbon lakes and ammonia volcanoes.
i
i
i
n U.S. fishermen discard more than
a pound of unwanted fish for every
four pounds of deliberately netted species, a Fish and Fisheries study says.
i
i
i
n Meteorologists may devise a second
set of hurricane names for 2006 rather
than rely on the Greek alphabet if
the number of storms surpasses 21.
i
i
i
n Died: Thomas Dawber, 92, doctor
who led the watershed Framingham
Heart Study, on Nov. 23, in Florida.
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Econoblog: Bush’s panel has
floated two plans for remaking
the tax code. Bloggers size up
the options and offer ideas of their own.
i
i
i
n Fiscally Fit: If your financial statements are delivered online, do you
ever read them? Terri Cullen looks at
some of the perils of going paperless.
i
i
i
n Inflation Bet? What’s behind the
run-up in gold. Plus, investing in the
metal with mutual funds and ETFs.
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Through Charities, Drug Makers
Help People—and Themselves

i

State Seeks Ethics Lesson
On Investing Its Bonanza;
Mr. Syse Reads Hobbes
7

7

By Donating Money, Firms
Keep Patients Insured
And Medicine Prices High

Coverage Cycle
Some drug companies support charities so
patients on expensive medicines can keep
their insurance.
1. Companies
donate money

Mrs. Gushwa’s $2,000 Pills

By ANDREW HIGGINS
OSLO, Norway—Henrik Syse, a professional philosopher, says he gets
ribbed by his family that “five of my 10
best friends are dead Greeks.” But this
fall he put aside writing a book on Plato
to ponder a more practical puzzle: what
to do with around $190 billion?
Mr. Syse started work in September
as the in-house ethicist for the Norwegian government’s Petroleum Fund, one
of the world’s largest pools of investment capital. “It has been a steep learning curve,” says the 39-year-old academic. “I’m a philosopher. I’m not a
banker.”
With a new office in the Norwegian
Central Bank, he gets paid to ruminate
on how, at a time of surging energy
prices, the world’s third-biggest oil exporter can best match profit and principle. Investment, he says, “is teeming
with ethical issues.” He has begun trying
to figure out how the Petroleum Fund,
the custodian of Norway’s oil earnings,
can use its investments to get companies
to behave more ethically.
Mr. Syse’s unorthodox career path reflects Norway’s unusual
position
among major oil-exporting countries,
all of which now
wrestle with how to
wisely deploy their
massive windfall.
Most are either
poor,
autocratic,
corrupt or cursed
by an assortment
of these and other
ills. Norway, by conHenrik Syse
trast, is prosperous,
democratic
and squeaky clean.
The money managers of other petrostates “can run around in the shiniest
suits and biggest limos,” says Mr. Syse,
but this is “not our profile.” He takes the
tram to work and wears socks stitched
with the cartoon dog Snoopy.
Home to the Nobel Peace Prize and a
plethora of human rights and peace
groups, this nation of just 4.6 million has
long used its reputation for moral rectitude to wield influence around the globe
out of proportion to its size.
The Petroleum Fund was set up to
husband Norway’s oil wealth for future
generations. This spring, Knut Kjaer,
who oversees the fund, and Yngve
Slyngstad, its head of equities, approached Mr. Syse about a job. Mr. Syse
figured the offer must be a joke or a
misunderstanding. “Do you know who
you are talking to?” he recalls respondPlease Turn to Page A11, Column 3

By GEETA ANAND
Nancy Oliva hadn’t paid much attention to her insurance plan’s requirement
that she pay half the cost of prescription
drugs. Then the cashier at ShopRite told
her she owed $636 for seven pills.
Ms. Oliva, 60 years old, was diagnosed
with a rare type of brain tumor earlier this
year. She was prescribed a new drug to be
taken in combination with radiation. The
retail price of a one-week supply of the pill,
called Temodar, is $1,272.
Ms. Oliva, who earns about $40,000 a
year managing a clothing store in Long
Beach Island, N.J., pulled out her American Express card
that day in September and paid, unsure where she was
going to find the
money for the next
week’s supply. Fortunately, the nurse
at her doctor’s ofTHE MOST
fice found help for
EXPENSIVE
her from a charity,
DRUGS
Patient
Services
Inc., which picked
Third in a Series
up her drug co-payments—$3,800 for a six-week course of
treatment.
The twist: The money for her co-payments came from Schering-Plough Corp.,
the drug’s maker.
To cope with rising medical costs, insurers are requiring patients to pay higher premiums and co-payments for drugs. While
poor uninsured patients can often get expensive medicine free from drug companies, people with insurance are increasingly finding it difficult to afford these
drugs. In response, drug companies are
giving money to charities that are specifically set up to help patients pay such costs.
Under this support system, drug-company money keeps patients insured—and
keeps insurers paying for the high-priced
medicine.
“It’s a win-win situation,” says Dana
Kuhn, co-founder and president of Patient
Services, a Midlothian, Va., charity, which
solicits money from drug companies. “Patients are helped and companies are
helped. They make a small contribution to
help the patient and get much more money
back when the insurer pays for the drug.”
Drug companies also often take a tax
deduction for their donation.
But critics contend the arrangements
unfairly let drug companies protect the
prices of their most-expensive medicines. “I don’t want to discount the legitimate help they provide to people in
need,” says Scott Howell, an internist
who serves as vice president of phar-

Drug
companies

Charities
Charities pay
patient’s
co-pay

3. Insurers
pay drug price

Insurers

2. Charities
pay premium

Note: Patients need to meet certain income
guidelines to qualify.

macy affairs at Highmark Inc., a Blue
Cross and Blue Shield company in Pittsburgh. “But it’s really a clumsy way for
manufacturers to game the system so
they can continue their high pricing.”
The efforts, critics say, are a shortterm fix that doesn’t address the underlying problem: the soaring cost of ultra-expensive drugs. They argue that by paying
patients’ premiums or co-payments, drug
companies are shifting most of the price of
these medicines to the patients’ insurers,
who in turn spread the cost onto the other
people they cover.
“This is not a sustainable level of spending,” says Alan Garber, chairman of the
Medicare Coverage Advisory Committee
and director of the Center for Health Policy at Stanford University. “The idea of
making drugs available to people who
can’t afford it is very appealing, but the
net effect is for the drug company to appropriate most of the gain.”
Drug companies say the high prices of
new drugs allow them to recoup development costs and invest in research, as well
as provide return for their shareholders.
Donating to groups that make insurance
payments helps people get their medicine.
A Schering-Plough spokeswoman says
the company contributes to Mr. Kuhn’s
charity “as a resource for patients.” She
declined to say how much ScheringPlough donates to such programs.
Patients are grateful for the help. “Whoever thought a week’s worth of pills could
cost $1,200?” says Ms. Oliva, who is now
taking another round of Temodar. “But
I’m so pleasantly surprised that someone
is trying to help me stay alive and it’s the
drug company of all people.”
The need for financial-assistance programs is growing. The biotechnology revolution has created hundreds of drugs for
chronic, life-threatening illnesses. But
many are coming to market at high
prices. In May, the U.S. Food and Drug
Administration approved a drug for a
rare genetic disease, called MPS-VI,
Please Turn to Page A10, Column 1

Executives’ Ouster Shows Growing Hedge-Fund Clout
As Calpine CEO Stumbled,
Investors Turned Up Heat;
A Fight Over Bankruptcy
By REBECCA SMITH
And HENNY SENDER
An ugly battle is shaping up over
Calpine Corp.—whose top two executives
were ousted earlier this week—as dozens
of large, savvy hedge funds prepare to
square off over repayment rights to the
company’s roughly $17.7 billion in debt.
The turmoil in the executive suite not
only paves the way for a possible bankruptcy filing by the electricity-generation
company, but also spotlights the growing
clout of hedge funds to force changes in corporate strategy. Earlier this week, for example, hedge-fund investor Carl Icahn,
who has been pushing Time Warner Inc. to
spin off its cable-TV group and to undertake larger share buybacks, said he would
field his own slate of directors.
Hedge funds—lightly regulated private
investment partnerships that cater

largely to institutions and wealthy people—
are among the biggest holders of Calpine’s
debt. Some have taken positions that could
push the company into a filing under Chapter 11 of the U.S. Bankruptcy Code.
Calpine’s acting chief executive, Kenneth Derr, formerly chairman of Chevron
Corp.,
acknowledged this week that
the San Jose, Calif.,
company is considering a bankruptcy
filing but said its
board has made no
decision. The board
is holding committee meetings today
and meets in full tomorrow, said company
spokesman
Rick Barraza.
Peter Cartwright
A selloff in the
company’s stock on
Tuesday—and a steep drop in the value of
its unsecured bonds to between 27 cents
and about 33 cents on the dollar—indicated
the market believes a bankruptcy filing is
coming, and that it will leave little or nothing for existing shareholders. In 4 p.m.

composite trading on the New York Stock
Exchange yesterday, Calpine’s shares
were down three cents, or 5.6%, at 51 cents.
In an interview, Peter Cartwright said
yesterday that his ouster by the board as
Calpine’s CEO took him completely by surprise and that he believes a bankruptcy filing would be a mistake. Mr. Cartwright,
who founded Calpine 20 years ago, said a
restructuring of the company hinged on “a
series of transactions that were challenging but feasible.” He added that “cash was
tight,” but that business conditions gradually were improving as the need for new
sources of power generation increased.
Also yesterday, former Chief Financial
Officer Robert Kelly, the second executive
ousted Monday, said “the heat had been
turned up on the board, from a legal perspective”—a reference to previous litigation brought against Calpine by hedge
funds and others challenging the way it
was using some of the proceeds from asset
sales. In an unusual move, Mr. Kelly said
that he is so opposed to a bankruptcy filing
that he would be willing to serve as an adviser to stockholders or unsecured creditors, whose holdings likely would be
Please Turn to Page A14, Column 3
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A Paradox?
Yes, but…
Companies
complain
there’s a dearth of skilled workers
while many manufacturers announce
massive layoffs. What’s really
going on? David Wessel offers
some answers. CAPITAL, PAGE A2

Textile Tension
Labor laws are stifling growth in
India’s garment industry, forcing
the sector to play catch-up at a
time when it should be holding
its own against China. A15

Courtroom Experience
The number of federal trials has
sharply dropped as companies fear
huge jury awards and defendants
opt for plea deals. But many firms
are finding creative ways for junior
lawyers to get trial work. B1

Different Rings for Success
Not all big acquisitions have been
good for shareholders in the Bell
companies: Verizon and AT&T,
Alltel and Sprint yield different outcomes.
HEARD ON THE
STREET, C1
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In South Africa,
Corruption Charge
Tests Democracy
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Cars Get a Country Club
Of Their Own
High-end garages
and membership
clubs cater to collector cars and
their owners with
posh amenities like
Web-cams, party rooms and private
tracks for unimpeded speeding. D1

Hold the Messages, Please
The Chinese, who keep their
cellphones on even at movies
and funerals, have an old-fashioned
aversion to voice mail. B1
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Drug Makers Help Patients—and Themselves
Continued From First Page
made by California-based BioMarin Pharmaceutical Inc., which costs an average
of $300,000 a year. Other new drugs cost
less, but are still pricey, such as cancer
drugs Avastin, at $50,000 a year, and Erbitux at nearly $120,000 a year.
Unlike traditional medicines that are
made by mixing chemicals, many newer
drugs are proteins grown in cells, which
is a complex, expensive process. Companies say costly manufacturing also leads
to higher prices. On the other hand, the
gross profit margins on some of these
drugs can exceed 90%.
While Patient Services developed the
concept of soliciting drug-company
money to pay insurance premiums, the
National Organization for Rare Disorders, a Connecticut nonprofit, recently began performing the same kind of middleman role. “Everybody knows what has to
happen—that these prices have to come
down,” says Abbey Meyers, the group’s
president. For now, she says, “we’re trying to work with drug companies in a way
that’s acceptable to them and that also
helps patients. We’re doing the best we
can.” A few smaller charities have
sprung up recently with similar plans.
Companies including Amgen Inc., Genentech Inc., Genzyme Corp., Teva Pharmaceutical Industries Ltd., Baxter International Inc., Novartis AG and ZLB Behring also donate to these programs.

Approaching Companies
Mr. Kuhn, 52, who suffers from hemophilia, co-founded Patient Services, also
known as PSI, in 1989 while working as a
counselor at a Richmond, Va., hospital.
He saw hemophiliacs struggling to pay
rising premiums to maintain insurance
coverage for Factor VIII, the blood-clotting protein they need to stay alive. The
drug today costs about $100,000 a year.
Mr. Kuhn approached companies making the drug for a donation to help patients pay premiums. “Our argument
was, ‘If you donate $50,000, we can keep
these people insured and provide revenue for you,’ ” he says.
Baxter and Armour Pharmaceutical
Co., two of several companies that made
the drug, each contributed $50,000 the
first year. The program has grown
steadily, now assisting people with 19 different chronic illnesses.
Last year, Patient Services raised $22
million, helping nearly 20,000 patients pay
premiums and co-payments. About $17 million of that came from 13 drug companies.
When he makes his pitch to companies,
Mr. Kuhn says he emphasizes that they
can make money by donating. During a
2003 visit to Genzyme, for instance, he
brought along a chart showing how a donation would affect a patient who needs the
company’s drug, Fabrazyme. Genzyme
says the drug typically costs between
$175,000 and $200,000 a year. The chart
showed that if Genzyme donated $5,400 to
cover the patient’s premium for a year, it
would bring in about $185,000 by getting its

12/01/2005

drug paid for by the patient’s insurance.
Genzyme signed up. “We wanted to do
whatever we could to make sure all patients who needed our treatment could get
it,” says a spokesman for the company,
based in Cambridge, Mass. He declined to
say how much Genzyme donates to Patient
Services.

‘Who Can Afford It?’
One of the first to get help was Jeremy Taylor, a 25-year-old auto mechanic
in Phoenix, who suffers from Fabry disease, a rare genetic disorder that can
cause kidney failure, heart attacks and
death. It costs about $224,000 a year for
him to receive Genzyme’s drug. His insurance pays for most of that, but under
the plan, he is required to pay about
$27,000 annually, PSI says. Mr. Taylor declined to be interviewed.
“It’s a real miracle drug for us,”
says his father,
Larry Taylor. “But
who can afford it?”
Patient Services
says it provides
$27,000, all donated
by Genzyme, to
keep Mr. Taylor insured. Mr. Taylor’s
insurer pays the remaining
$197,000
cost of his treatDana Kuhn
ment, according to
PSI.
Until Mr. Taylor’s drug was covered
by insurance, Genzyme provided it to
him for free, his father says.
Genzyme helps keep 167 patients with
Fabry disease insured through its charitable program, PSI says. Genzyme is the
only donor for PSI’s Fabry program and
it makes the only drug for the disease.
The company donates less than $2 million to the program, Mr. Kuhn says.
It isn’t clear how much revenue Genzyme receives from the sale of the drug
to these patients. Assuming each patient
receives the low-end estimate for a
year’s dose, that could generate revenue
of about $29 million.
“Of course we get revenue from patients who are insured,” says a Genzyme
spokesman. But he declined to be specific
on how much revenue the company receives for patients it helps stay insured,
saying that would incorrectly imply the
company makes donations “simply for financial gain.” He says the company
makes donations “simply to insure access to care for patients.”
Genzyme struck a similar arrangement with the National Gaucher Care
Foundation in 1993, soon after the company brought a drug to market to treat
Gaucher disease. Genzyme makes the
most widely prescribed treatment for
this disease, which causes organs to
swell and bones to deteriorate.
The foundation’s patient-assistance
budget this year is $1.6 million. The biggest donor is Genzyme, according to Bar-

bara Lichtenstein, program director of
the foundation. It helps about 200 patients with insurance premiums and
other medical expenses. Genzyme says
its drug for this disease costs an average
of $200,000 per year.
Genzyme has a staff of 34 insurance
specialists who try to keep patients who
take its drugs insured. If no insurance
can be found, the company gives the
drug to patients free.
Gaucher patients “are like gerbils on
a wheel,” continuously finding and losing insurance, Ms. Lichtenstein says.
Some who call her have hit their maximum lifetime caps of several million dollars on insurance coverage and have to
find new jobs to get additional healthcare coverage, she says.
Teva Neuroscience Inc. markets a
multiple sclerosis drug that retails for
about $18,000 annually. “Market research
told us early on we needed to do a patientsupport program” because some people
wouldn’t be able to afford their co-payments, says Denise Lynch, director of
customer management.
Teva donates to the National Organization for Rare Disorders to provide copayment assistance. Ms. Lynch says
Teva didn’t calculate the profit it could
receive when making its donation, “but
from a common-sense perspective, you
can get there.” She says Teva takes a tax
deduction for its donation.
Teva considered setting up a foundation on its own, she says, but concluded it
was “cleaner from a regulatory point of
view to work through a third party.”
Some companies have been nervous
about donating to his charity, Mr. Kuhn
says, fearing they might violate federal
anti-kickback laws. These laws, passed
in the 1970s, forbid drug companies from
giving financial assistance to Medicare
and other federally insured patients
which could be an inducement to choose
one drug over another. The laws don’t
apply to people who are privately insured.
To reassure drug companies it was
legal to donate to his program, Mr. Kuhn
sought an opinion in 2000 from the Office
of the Inspector General of the U.S. Department of Health and Human Services.
In 2002, the Inspector General’s office issued its opinion, saying it wouldn’t seek
civil or criminal penalties from participants
in Mr. Kuhn’s program. It said the program
“interposes an independent charitable organization between donors and patients in a
manner that effectively insulates” patients
and doctors from making prescribing decisions based on the donations.
This is because PSI sets up programs not by individual drug, but
rather by disease—so that all the companies making, say, multiple sclerosis
drugs, donate into a pool for patients
with the disorder. Applicants receive
help based on financial need, regardless
of what drug they are prescribed, and
even if the maker of a prescribed drug
doesn’t contribute to the program.

For certain rare diseases, however,
only one company makes a drug to treat
the condition.
After the favorable opinion, Mr. Kuhn
says he found drug-company executives
eager to donate. “You could see the dollar
signs shining in their eyes and they
would jump over the table and say,
‘When can I start?’ ” he says.
He has raised $30 million so far this
year and is assisting 25,000 patients.
Patient-assistance programs must
walk a thin line. In 2002, the Inspector General also issued a
separate, unfavorable opinion on the
subject. This was to
an
unidentified
drug company seeking to establish a
nonprofit foundation to cover co-payments only for patients on its drug.
“The proposed
arrangement poses
all the usual risks
Carolyn Samit
of fraud and abuse
associated
with
kickbacks,” the opinion said. It said physicians would have an incentive to prescribe the drug in question, which is infused in doctors’ offices, over another
because they would be certain of being
paid rather than risk collecting the copayment from the patient.
The opinion noted patient-assistance
programs can be “very profitable to manufacturers...Given that the marginal variable cost of a drug can be quite low, the
profit can be considerable, especially for
an expensive drug for a chronic condition.”

A Working Balance
Third-party charities struggle to maintain a working balance with corporate donors. Maria Hardin, vice president of patient services, at the National Organization of Rare Disorders, says companies
routinely press the group to give out more
patient information than it can legally provide. “There’s a lot of whining going on
with them asking, ‘What percentage of the
fund is taking care of our patients?’ We
can’t provide that information,” she says.
Mr. Kuhn’s charity is growing so much
that it plans to build a $1.7 million,
15,000-square-foot building. One reason he
expects demand for assistance to rise is
that next year, Medicare will start a program to help the elderly afford drugs. Currently, Medicare doesn’t pay for most prescription drugs.
But the new Medicare program is
structured so that some patients on expensive drugs will still have to come up
with thousands of dollars to pay out-ofpocket costs.
Vivian Gushwa, 70, was prescribed
the cancer drug Gleevec after her rare
gastrointestinal tumor recurred last
year. Her husband, Ronald, went to Rite
Aid in Marion, Ohio, to pick up the medicine and came home crying. The retail
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price of her prescription was $2,000 for
two weeks’ supply, which would consume
the couple’s $2,000 a month in pension
and Social Security income, they say.
“There’s no way on God’s green earth
we can afford that,” says Mr. Gushwa,
74, who worked most of his life at a local
electric-power company.
He bought a two weeks’ supply of the
drug, using about half of their $4,000 in
savings. Novartis, the Swiss company
that makes Gleevec, provided free medicine for several months and then directed the couple to apply to the federal
government for coverage under a pilot
Medicare program.
The Gushwas again suffered sticker
shock. Their income of $2,000 a month put
them in a group required to pay $3,600 a
year before being eligible for the drug benefit. They also have to pay 5% of each prescription.
“Medication has to be paid for. We understand that,” says Mrs. Gushwa. “But
how do people afford it? Do you just die?”
She says she overheard her husband
weeping on the phone as he called
around seeking help. An official from
Medicare referred him to PSI, which had
just started a program funded by Novartis. Mrs. Gushwa got help from the charity and received the Novartis drug. “I’m
just thankful to my doctors and God and
PSI,” she says.
Paul Pochtar, executive director of oncology-managed marketing at Novartis,
says his company began donating to PSI
last year. “It’s a fairly new phenomenon,” he says.
Novartis donated several million dollars to PSI this year to help patients make

Last year, Patient
Services raised $22
million, helping nearly
20,000 patients.
drug co-payments, a spokeswoman says.
She says the donation was less than $10 million, but wouldn’t be more specific.
This generates revenue for the company. PSI says it helped 1,255 patients in
two cancer programs for which Novartis
is the only donor—with almost all of
them receiving Gleevec. The average
wholesale price of the drug at the recommended dose is about $37,000 a year. If
the patients in the program receive the
recommended dose, that could generate
tens of millions of dollars in revenue.
A Novartis spokeswoman wouldn’t
comment about the revenue generated.
In a statement, she said that the company’s donation to PSI “helps insured patients with co-pay obligations.”
If these patients weren’t insured, some
might qualify for free drugs. Novartis says
it gave away $100 million of Gleevec in
2004. The company says its patient-assistance programs have helped 12,000 people
world-wide gain access to Gleevec. Sales

of the drug last year were $1.6 billion.
Long-term support from the charities
is uncertain. Mr. Kuhn says patients are
guaranteed assistance for two years. After that, it is hoped that they can be
weaned off the program, by finding a different insurance plan or a new job with better benefits. “We don’t want to become a social-service agency,” he says.
This is difficult for many. Carolyn
Samit, 63, of Caldwell, N.J., suffers from
primary immune deficiency, an inability
to produce enough antibodies to fight off
diseases. Because her care is expensive,
her insurance premiums are high. Last
year, PSI paid her health-insurance premium of $53,000.

A Letter to Ms. Samit
But Mr. Kuhn called her late last year,
saying she needed to find some other
way of paying for insurance this year. He
followed up with a letter, saying, “This
letter is being written to you, not to create panic, but to share the truth with you
about your assistance being in jeopardy.” The letter, written to all patients
with immune disorders, said PSI couldn’t
guarantee help for them because corporate donations for their particular drug
program had fallen.
Ms. Samit called Mr. Kuhn, crying and
begging him not to drop her, saying she
had failed for years to find another insurer
that would cover her care for less. She
takes Gamunex, an immune globulin or
mix of antibodies purified out of donor
blood, sold by Talecris Biotherapeutics,
for which she says her insurer pays $47,000
annually. She also needs an antibiotic, vancomycin, which costs about $46,000 because of her frequent use. Her insurer,
Celtic Insurance, of Chicago, didn’t return
calls.
The widow of an American Airlines
executive, Ms. Samit lost coverage under
his plan after he died. She lives on his
$22,000-a-year pension and says she
wiped out her savings and her daughter’s
trying to pay her rising premium until
PSI stepped in.
Mr. Kuhn says he told Ms. Samit he
could continue to pay her premium only
if the charity received more money from
companies that make her drug. So she
began calling around, asking drug makers to boost their donations.
Officials at Baxter and Talecris acknowledge receiving Ms. Samit’s calls. Both companies say they donated to PSI this year,
but note that they don’t control decisions on
which patients get helped by their donations. Mr. Kuhn says the new money allowed him to pay Ms. Samit’s premium and
help other patients for another year.
“I feel grateful every day for PSI and
the companies that support them,” Ms.
Samit says. “I was a middle-class person
living a comfortable middle-class life. It
never occurred to me in a million years
that I could lose insurance and die.”
Mr. Kuhn says it’s important to focus
on the fact that people are being helped
by drug companies’ contributions to his
charity. “Although they are making
money hand over fist, they are doing wonderful things for patients,” he says.
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In South Africa, Corruption Charge Tests Democracy
Continued From First Page
tion from apartheid.
While Mr. Mbeki was entertaining
white CEOs, Mr. Zuma, who never attended a formal school, led the intelligence service of the ANC’s guerrilla
wing that bombed South Africa’s railway depots and electricity substations.
Jailed for 10 years in the notorious
Robben Island prison, Mr. Zuma, also
63, garnered widespread support among
the ANC’s rank and file with a warm,
folksy style.
The two seemed a perfect team once
Mr. Mbeki succeeded Nelson Mandela as
South Africa’s president in 1999 and appointed Mr. Zuma deputy president. Mr.
Mbeki’s insistence on privatizations and
fiscal discipline angered the ANC’s leftwing allies, especially the Communist
Party and the Cosatu labor union. Working his personal charm, Mr. Zuma was
often dispatched to
smooth over these
tensions. “In some
of the key policy decisions we have not
been consulted” by
Mr. Mbeki, says
Blade Nzimande,
the Communist Party’s secretary general. “But Zuma
has been very constant to say—let’s
discuss our differThabo Mbeki
ences.” This openness brought Mr.
Zuma crucial support from the left wing
in recent months, as he turned from Mr.
Mbeki’s loyal deputy to bitter foe.

Roots of the Clash
The roots of this clash stretch back to
1999, when South Africa decided to
splurge an estimated 43 billion rand, or
$6.7 billion at today’s exchange rate, on
fancy new weapons. Seeking the status of
a continental superpower, it bought new
fighter jets from Sweden, warships from
Germany and helicopters from Italy. The
controversial arms deal quickly attracted
the criticism of South Africa’s small but
vocal opposition, where many leading
members are white. In September 1999,
Patricia de Lille, a parliament member
who now heads the Independent Democrats party, sent shockwaves through the
country when she alleged senior ANC officials involved in the arms deal received
massive kickbacks. For proof, Ms. de
Lille, who is black, provided documents,
including internal memos and draft
agreements, that she says she received
from ANC whistle-blowers.
In 2001, a government investigation
spurred by Ms. de Lille’s report ruled
that Chippy Shaik, the Defense Department’s chief of acquisitions, “did not recuse himself properly” from the negotiations that resulted in a nearly $70 million
contract for warship equipment. The contract went to a joint venture between his
brother Schabir Shaik and the South Afri-

can subsidiary of the French arms conglomerate Thales. Chippy Shaik lost his
job.
Soon, prosecutors began investigating connections between Mr. Zuma and
Schabir Shaik, the politician’s longtime
financial adviser and comrade from the
guerrilla days. At the time, Mr. Mbeki
vigorously defended his deputy. Portraying corruption allegations against officials such as Mr. Zuma as inspired by
racism, Mr. Mbeki decried “insulting
campaigns...to entrench a stereotype
that has, for centuries, sought to portray Africans as a people that is corrupt, given to telling lies, prone to theft
and self-enrichment.”
But, in 2003, the nation’s chief prosecutor, Bulelani Ngcuka, threw a bombshell. He said he had “prima facie” evidence of corruption by Mr. Zuma but decided not to bring charges because “the
prospects of success are not strong
enough.” Unlike Mr. Zuma, Schabir
Shaik was indicted and went on trial in
Durban, the sprawling port city in Mr.
Zuma’s home province of KwaZulu-Natal.
Mr. Zuma’s supporters, including another of Mr. Shaik’s brothers, hit back by
accusing Mr. Ngcuka, a longtime ANC
activist, of having been a spy for the
apartheid regime.
Cracks in the relationship between
Mr. Mbeki and Mr. Zuma started to show.
The president appointed an independent
commission led by a respected judge. It
eventually cleared Mr. Ngcuka—who resigned shortly thereafter—of the spying
allegations. Then, this past June, came
the final blow: a verdict in Schabir
Shaik’s case. Judge Hilary Squires sentenced Mr. Shaik to 15 years imprisonment on charges of a “generally corrupt
relationship” with Mr. Zuma; Mr. Shaik,
who remains free, is appealing.
Judge Squires’s verdict said Mr.
Shaik over the years paid more than
$185,000 to Mr. Zuma at a time when
Mr. Shaik’s business interests were
seeking contracts from the state. According to the verdict, Mr. Shaik also
brokered an agreement with a unit of
Thales to pay Mr. Zuma $77,000 a year
in exchange for the deputy president
sheltering the French company from investigations of corruption in the arms
deal. Mr. Zuma, who was not on trial in
the Shaik case, was soon indicted on
essentially the same charges; Thales’s
South African subsidiary, after having
charges withdrawn in the Shaik case,
has been named as a co-defendant in
the Zuma trial; the company has denied
all charges.
Mr. Mbeki, on a mission to improve
the continent’s image and prestige under
the label of an “African Renaissance,”
was highly embarrassed. In a June
speech before parliament, Mr. Mbeki declared that, given the seriousness of
Judge Squires’s verdict, it would be in
the best interests of South Africa’s young
democracy to relieve Mr. Zuma of his
government duties. Immediately, the left

wing rallied to Mr. Zuma’s defense, painting his downfall as a neo-liberal political
conspiracy. With this support, Mr. Zuma
was able to keep his job as the ANC deputy president.
Mr. Mbeki’s second term as ANC
leader expires in 2007, two years before
the end of his term as the country’s president; whoever succeeds Mr. Mbeki as
leader of the party is virtually ensured of
also being elected head of South Africa’s
state.

Conspiracy Theories
Conspiracy theories of those who
want to see Mr. Zuma in the presidential palace are fueled by the fact that—
unlike him—many other senior ANC
leaders accused of corruption, in the
arms deal and other scandals, have
never gone to court. That’s a view
shared even by Ms. de Lille, the parliamentarian who first aired the accusations that led to Mr. Zuma’s indictment.
“Zuma is being made one of the fall
guys, so that the rest of what’s wrong
in the arms deal can be ignored,” she
says. “Taking Zuma to court is only
touching the tip of the iceberg.”

As he fights back, Mr. Zuma is using
all his skills as a guerrilla organizer. By
presenting himself as a popular leader
hounded by the enemies of revolution,
he’s capitalizing on growing discontent
among poor South Africans. The freemarket policies pursued under Mr. Mbeki
have yet to bring tangible benefits into
decrepit townships on the wrong side of
the gleaming highways that ring the
country’s main cities. For many South
Africans, the living conditions even got
worse: The number of people out of work
nearly doubled to 8.1 million since the
end of apartheid, as the broad-based unemployment rate, which includes people
who have given up looking for work, hovers above 40%. “I don’t think Mbeki is a
good president: he’s rich and he doesn’t
care,” said Thobela Vilakazi, a professional soccer player who had traveled to
Durban to show support for Mr. Zuma
outside the courthouse when Mr. Zuma
was indicted. “Zuma grew up among the
poor, he knows the needs of the people in
need.”
Persistent misery also fuels resentment over the fact that—despite a decade
of initiatives to improve the economic

plight of blacks—much of the country’s
wealth and most of its farmland still remain in the hands of the white minority.
“Zuma is a black man, and he understands how a black man should live,”
said another supporter, preacher Fortune
Kgopisi from Johannesburg. “Mbeki focuses too much on whites.”
Harnessing these feelings, Mr. Zuma
and his allies immediately dismissed the
June sentence in the Shaik trial as biased
because Judge Squires is white and once
served as a cabinet minister in whiteruled Rhodesia. Mr. Zuma told a South
African newspaper that he saw no difference between Judge Squires—who was
appointed to conduct the Shaik trial by a
black justice—and an apartheid judge
who had sentenced him for revolutionary
activities back in 1963.

Under Attack
The nation’s media also came under
attack, especially amid the emergence of
the latest twist in Mr. Zuma’s saga—the
rape allegation against him by an HIVpositive AIDS campaigner half his age.
The allegations surfaced last month in a
newspaper report citing anonymous
sources. The woman initially denied in
another newspaper interview that she
had lodged a rape complaint with police,

and then days later turned around to confirm it. Amid a police investigation, the
prosecuting authority said it’s considering whether to indict Mr. Zuma. He denies the rape allegation.
Though Mr. Zuma’s corruption trial
isn’t slated to start until next July, he
has been using preliminary court appearances in Durban as displays of political strength that have all the hallmarks
of a presidential campaign. At one such
rally last month, Mr. Zuma clambered
on stage and surveyed with a broad
smile the entranced crowds waving his
portraits. Several ANC dignitaries—including the party’s secretary general
and the South African Parliament
speaker—attended to show solidarity.
Speaking in Zulu, his mother tongue,
Mr. Zuma said that the protest movement he’s leading goes far beyond his
own legal inconveniences. “Today, you
are defending democracy!” he thundered before raising his fist in the
ANC’s battle cry of “Amandla!,” or
“Power!”
T-shirts worn by many supporters
spelled out in a mixture of English and
Zulu what might happen if power doesn’t
end up in his hands: “Bring back my
Zuma or letha umshini wami”—bring me
my machine gun.

Oil-Rich Norway Hires a Philosopher as Its Moral Compass
Continued From First Page
ing. “If I had a stock and bond before me,
I wouldn’t know the difference.”
Mr. Kjaer assured him the fund had
enough financial experts. It needed a
moral philosopher, he explained, to help
implement a new set of “ethical guidelines” introduced by the Finance Ministry late last year. Offered nearly double
his academic salary, Mr. Syse decided to
take the job.
With degrees in philosophy from the
University of Oslo and Boston College,
Mr. Syse knows plenty about ethics. His
last book, “Paths to a Good Life—Philosophical Reflections on Everyday Ethics,” applies the theories of great thinkers to ordinary problems, such as
whether parents should sometimes lie to
their children.
He’s on shakier ground with high finance. Sometimes stumped by the jargon
bandied about by his new colleagues, he
keeps a copy of the Oxford Dictionary of
Business near his desk “so I can run back
and look something up if I don’t understand.” His four-person staff helps guide
him like “a blind man’s dog,” he says,
and he sometimes consults a treatise by
the 17th-century English philosopher Thomas Hobbes, who warned that unrestrained desires such as greed render life
“poor, nasty, brutish and short.”
Some Norwegians, he says, misunderstand his role: “They think I’m a moral
inquisitor in capitalism’s high castle.”
The son of a former conservative prime
minister, he describes himself as a
“goody two shoes,” and says he has no

problem with capitalism. His rebellious
streak, he jokes, is confined to work as a
Sunday school teacher at an Oslo Lutheran church, a novelty in a largely secular
country.
A committee set up by the government spent months last year drafting a
set of rules to try to ensure “moral” investment of petrodollars. Parliament
held heated debates about whether Norway should bar the Petroleum Fund from
holding shares in tobacco companies. It
finally decided against such a ban, noting that one-third of Norwegians smoke.
Consistency does not always prevail.
Under orders from the Finance Ministry
to purify its portfolio of companies that
make weapons Norway frowns on, the
Petroleum Fund this year dumped shares
in a raft of U.S. and European arms manufacturers. Norway’s Defense Ministry,
however, remains a customer for some of
these same companies. The inconsistency, says Mr. Syse, is a conundrum
he’s been pondering, but so far he hasn’t
found an “easy answer.”
Norway pumped its first crude to markets in the 1970s and now produces over
three million barrels a day. Taxes and
fees paid by oil companies, coupled with
dividends from Statoil ASA, an oil company majority-owned by the state, are
expected this year to pump about $42 billion into government coffers. Some of it
goes to finance the state budget, but
most goes into the Petroleum Fund.
For many years, Norwegian politicians and finance officials resisted asking the fund to adopt a moral agenda,

says Pia Gaarder, editor of Norwatch, a
journal that campaigns for moral corporate behavior. They worried such a request might disrupt the fund’s main
goal: making enough money for the government to cover future obligations.
In November 2004, the government
adopted the new rules, which bar investments “which constitute an unacceptable
risk that the Fund may contribute to unethical acts or omissions.” At the same
time, the government set up an Advisory
Council on Ethics to weed out offending
companies, and ordered the fund to use
its shareholder rights to promote corporate governance standards set out by the
United Nations and Paris-based Organization for Economic Cooperation and Development.
“This is a big victory for public opinion,” Ms. Gaarder says. “We don’t want
a pension that is based on blood money.”
So far this year, nine big American
and European companies, most of them
arms makers, have been booted from the
fund’s portfolio. They include Alliant
Techsystems Inc., General Dynamics
Corp., Lockheed Martin Corp. and Raytheon Co., all of which the ethics council
faulted for involvement in the manufacture of cluster bombs. Norway believes
such weapons, which spray small bombs
over a target area, “violate fundamental
humanitarian principles,” the Ethical
Council said.
Alliant Techsystems says it hasn’t
made cluster bombs for a decade. General Dynamics says it makes fuses used
in such explosives. Lockheed declined to

comment. Raytheon declined to discuss
Norway’s move, but said it “remains committed to manufacturing military equipment in support of the United States government and its allies.”
Mr. Syse has the difficult task of trying to change the behavior of companies
before the fund has to decide whether to
divest. His leverage is the fund’s rights
as a shareholder in 3,200 companies. But
his power is limited by the fund’s relatively small holdings in each of the companies. Moreover, he says, “if we just
rant in public we will be excluded as
Scandinavian moralists.”
He says he has been communicating
with other investors to try to press ethical issues ranging from executive pay to
pollution to labor issues. After three
months on the job, he hasn’t chalked up
any victories yet, but he says the fund
has made progress formulating “our principled stand.”
Carl Hagen, a populist politician and
member of parliament, thinks Norway
should stop fretting about morality. He
wants to spend more of the fund’s capital
to build homes in Spain for Norwegian
retirees and to fund other projects. Mr.
Syse’s job, he says, is a sop to naive
do-gooders. “We are beating our chest
and saying, ‘Look. We are the good
guys.’ ”
Mr. Syse acknowledges that doing
good is often complicated. Citing Samuel
Johnson, the 18th-century English writer,
he says it’s worth the effort: “The fact of
twilight does not mean you cannot tell
day from night.”
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