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INSIDE

By Tom Petruno

Times Staff Writer

The stock market is off to a
flying start this year, but anyone
who’s still afraid of committing
to equities or bonds has a handy
excuse: The Federal Reserve
says investing is a bad idea.

How so? The central bank, by
raising short-term interest rates
to 4.25% from 1% over the last 18
months, is sending a message
that investors ought to be taking
on less risk.

Certainly, that’s the Fed’s
goal with regard to the still-hot
housing market. As for other in-
vestments, the warning is im-
plicit: By raising the risk-free
rate of return — the yield on cash
investments such as money mar-
ket funds — the Fed is reducing
the appeal of going out on a limb
to earn higher returns.

The message from Chairman
Alan Greenspan and cohorts
was exactly the opposite in June
2003, when they cut their bench-
mark rate from 1.25% to 1%, the
lowest in a generation. They were
desperate to keep the economy
in recovery mode, and one way to
do that was to prod investors to
take on more risk via purchases
of stocks and bonds, thus sup-
plying growth capital to domes-
tic and foreign companies.

It would have been smart to
heed the Fed back then. An in-
vestment in the blue-chip Stand-
ard & Poor’s 500 index at the end
of June 2003 would be up about
37% now. The Mexican stock
market is up 165% in the same
period. You could have locked in
a yield of 8.66% on the average
corporate junk bond in June
2003, compared with about 7.5%
today.

The Fed also was happy in
2003 to stoke home refinancings
that kept consumers flush with
spending money.

But with the financial and
housing markets’ appreciation
since mid-2003, and with cash ac-
counts paying the most in nearly
five years, some nervous inves-
tors believe that it’s difficult to
justify paying current prices for
stocks, bonds, real estate and
many other assets because the
returns they might generate in
the next few years aren’t compel-
ling compared with what cash
pays.

The so-called risk premium —
the reward for holding a risky in-
vestment over risk-free cash —
isn’t there, some say. 

“Our five-year forecasts show
that most asset [classes] are ex-
pected to earn very little over
cash,” says Gordon Fowler Jr.,
chief investment officer at Glen-
mede Trust Co. in Philadelphia.

Of course, that’s a judgment
call that is dependent in part on
estimates of such variables as fu-
ture corporate earnings growth
and inflation.

Yet Greenspan himself has 

VIX index, monthly closes 
and latest

Los Angeles Times

Source: Bloomberg News

No worries?
The so-called VIX index, or 
volatility index, is a gauge of 
investors’ perceptions of future 
stock market volatility. The 
index has plunged since 2002, 
signaling a low level of worry 
about losing money in stocks.
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[See Petruno, Page C4]

By Don Lee

Times Staff Writer

SHANGHAI — American home-
owners wondering what follows a
housing bubble can look to China’s
largest city.

Once one of the hottest markets in
the world, sales of homes have virtu-
ally halted in some areas of Shanghai,
prompting developers to slash prices
and real estate brokerages to shutter
thousands of offices. 

For the first time, homeowners
here are learning what it means to
have an upside-down mortgage —
when the value of a home falls below
the amount of debt on the property.
Recent home buyers are suing to get
their money back. Banks are fretting
about a wave of default loans.

“The entire industry is scaling
back,” said Mu Wijie, a regional man-
ager at Century 21 China, who esti-
mated that 3,000 brokerage offices
had closed since spring. Real estate
agents, whose phones wouldn’t stop
ringing a year ago, say their incomes
have plunged by two-thirds.

Shanghai’s housing slump is only
going to worsen and imperil a signifi-
cant part of the Chinese economy,
says Andy Xie, Morgan Stanley’s chief
Asia economist in Hong Kong.

Although the city’s 20 million resi-
dents represent less than 2% of

China’s population of 1.3 billion, Xie
says, Shanghai accounts for an as-
tounding 20% of the country’s prop-
erty value. About 1 million homes in

Shanghai alone — about half the num-
ber of housing starts for the entire
United States in 2004 — are under
construction. 

“They’ll remain empty for years,”
Xie said, adding that a jolting come-
down also was in store for other Chi-
nese cities with building booms — in-
cluding Beijing, Chongqing and
Chengdu — though other analysts say
the problem is largely confined to
Shanghai.

Shanghai’s housing bust comes af-
ter a doubling of prices in the previous
three years, a run-up fueled by mas-
sive speculation. With China’s econo-
my booming and Shanghai at the cen-
ter of worldwide attention, investors
from Hong Kong, Taiwan and else-
where were buying as fast as buildings
were going up. At least 30% to 40% of
homes sold were bought by specula-
tors, says Zhang Zhijie, a real estate
analyst at Soufun.com Academy, a re-
search group in Shanghai.

“Ordinary people had no option
but to follow the trend,” Zhang said.
“Worrying that prices would be even
more unaffordable tomorrow, many of
them borrowed from relatives and
banks to buy as soon as possible.”

The Shanghai government only
pushed the market higher, he added.
“Many of the officials said Shanghai’s
property market was healthy and
wouldn’t drop before the World Expo”
in 2010. 

For Wang Suxian, the tale of two
lines illustrates how the bubble has
burst.

When home prices were at the tail
end of the boom in March, Wang hired
two migrant workers to stand in line
for a chance to buy units in what the
developer said was modeled after an
apartment community on New York’s
Park Avenue.

The workers waited 72 hours, in-

Reuters

GOING UP: About 1 million Shanghai homes are under construction, but many may remain empty for years. The slump could spread to other Chinese cities. 

A Home Boom Busts 
Shanghai’s hot housing
market has fizzled after a
run-up fed by speculators,
threatening a significant
part of China’s economy.

Don Lee Los Angeles Times

LET DOWN: Wang Suxian, left, and Huang Xiaolei bought apartments in
Shanghai in March. Prices in the complex have since fallen by about a third.

[See Shanghai, Page C4]

By Thomas S. Mulligan

Times Staff Writer

NEW YORK — The current
corporate buyout boom is leav-
ing its mark on California, and
one name that seems to be pop-
ping up all over the state is
Blackstone Group.

Last July, the Manhattan-
based investment firm bought

Legoland in Carlsbad and three
other Lego Group theme parks
for $457 million. It is advising the
Albertsons supermarket chain
on an auction to sell the com-
pany, a deal that is roiling the
Southern California grocery in-
dustry and has caught the atten-
tion of the Los Angeles City
Council.

In December, Blackstone
joined a group that is trying to
buy San Jose-based Knight Rid-
der Inc., the nation’s second-
largest newspaper chain. It’s fa-
miliar territory for the firm. In
2003, Blackstone bought a piece
of Freedom Communications
Inc., owner of the Orange County
Register.

And just last week, the firm
was reported to be mulling over a
joint offer with Silicon Valley icon
Hewlett-Packard Co. for El Se-
gundo-based Computer Scien-
ces Corp. 

For years, so-called private
equity firms like Blackstone were
the U-boats of the financial
world, managing secretive, light-
ly regulated investment funds
that mostly kept out of public
view, and surfacing abruptly now
and then to buy a company, often
in an out-of-favor industry.

But lately, the stealth has
gone out of the game. With more
than $100 billion of private equity
money on the prowl, deals are
coming fast and big, involving

such familiar brands as Hertz,
Lego and Dunkin’ Donuts.

“The world is awash” in cash
looking for profitable invest-
ments, said David J. Brophy, a
University of Michigan finance
professor who studies venture
capital and private equity. 

Among the flurry of transac-
tions was Blackstone’s teaming
with four other firms in Novem-
ber to buy TDC, Denmark’s big-
gest telecom company, in a $15.6-
billion leveraged buyout sur-
passed only by 1988’s spectacular
RJR Nabisco deal.

Leveraged buyouts — known
as LBOs — are a favored vehicle
for Blackstone and other private
equity firms, which deploy funds

invested by institutions and
wealthy individuals looking for
market-beating investment re-
turns. 

In an LBO, the buyer puts up
a third or less of the purchase
price in cash and finances the
rest of the deal with loans. The
hope is that after being restruc-
tured, the acquired company will
generate enough cash flow to
cover the debt payments as well
as pay dividends to the equity in-
vestors.

Blackstone and other buyout
firms have been criticized for
weakening the companies they
acquire by loading them with
debt and taking excessive fees

Buyout Giant Goes Shopping in California 
Blackstone Group is
focusing its substantial
financial muscle — and
track record — on a
flurry of deals here. 

[See Blackstone, Page C5]
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DEPOSIT & CONSUMER LOAN RATES

Institution/Phone APY Min. Bal. $1000 APY min. APY min. APY min.      APY min.         APY min.    

Account IRA 3-month 6-month 12-month        24-month         48 month

Advertisement

The organizations above have
paid a fee to appear in this fea-
ture. All deposit figures are shown
as an Annual Percentage Yield
(APY) rounded up to the nearest
100th. Only deposits that are
insured by the FDIC are included
above. Specific rates, yields and
agreement terms should be investi-
gated prior to making an invest-
ment decision or applying for cred-
it.

SAVINGS ACCOUNT—The APY is
available if the minimum account
balance (Min.Bal.) shown is main-
tained. The APY is variable and may
change after the account is
opened. Account fees could reduce
earnings.  (noted with “#” is a
money-market savings account)

INDIVIDUAL RETIREMENT ACCOUNT
(IRA)—
is the APY for $1000 CD invested
for 18 months or 24 months
(noted with “*” is 24 months). IRA
accounts can be opened with a
balance smaller than $1000, how-
ever the APY may vary. A penalty
may or will be imposed for early
withdrawal.

CERTIFICATE OF DEPOSIT
A penalty may or will be imposed
and you may or will be forced to
close the account —if you with-
draw funds early.   

All loan figures are shown as an
Annual Percentage Rate (APR)
which is an estimated annual cost
to the borrower. When applying for
credit, Federal law requires calcu-

lation of an APR specific to each
offer.

All information shown is for
comparison only and subject to
change without notice. Information
about each institution can be
found at—
www.fdic.gov/databank.

INFORMATION collected: January 6,
2006. 

Copyright © 2003 The National
Financial News Services -
www.onmortgage.com

For complaints call (800) 939-
NFNS or email:  bruce@nfns.com
To advertise in this directory call
Tina Pinelli (213) 237-7491

Certificates of DepositSavings

BEAL BANK #3.75 $25,000 *4.45 3.75 $1k 4.30 $1k 4.50 $1k 4.45 $1k 4.45 $1k

(800) 428-5056 NOTES: www.Bealbank.com

COMMUNITY COMMERCE BANK 3.30 $20,000 — 3.66 $10k 4.44 $10k 4.75 $10k 4.85 $10k — —

(800) 386-3695 NOTES: www.ccombank.com.   This is our 30 year Anniversary 3 yr CD 5.01% APY, 5 yr CD 5.12% APY.

COUNTRYWIDE BANK, N.A. — — — 3.50 $10k 4.50 $10k 4.80 $10k 4.82 $10k 4.87 $10k

(800) 864-9558 NOTES: 4.85% APY 36-Month.   4.90% APY 60-Month.

FIRESIDE BANK — — — 1.66 $50k 2.48 $50k 4.44 $50k 4.54 $50k 4.70 $50k

(877) 326-4167 NOTES: VISIT US AT www.FIRESIDEBANK.com

FIRST BANK OF BEVERLY HILLS 2.50 $1,000 *4.60 3.75 $1k 4.30 $1k 4.60 $1k 4.60 $1k 4.60 $1k

(800) 621-5969 NOTES: Need a solid investment?  Ask about our new money market promotion.  Call 1-800-621-5969.

FIRST CREDIT BANK 4.06 $25,000 — 4.06 $50k 4.55 $50k 4.75 $50k 4.80 $50k 4.85 $50k

(310) 273-2500 NOTES: ORANGE COUNTY TEL (949) 221-8977

FREMONT INVESTMENT & LOAN 3.75 $25,000 4.50 3.85 $10k 4.41 $10k 4.50 $10k 4.50 $10k 4.50 $10k

(800) FREMONT NOTES: 9-MONTH CD - 4.35% APY @ $10,000 MINIMUM.

IMPERIAL CAPITAL BANK 1.26 $50 — 4.00 $2k 4.40 $2k 4.75 $2k 4.80 $2k — —

(800) 455-4485 NOTES: www.imperialcapitalbank.com

INDYMAC BANK, FSB 3.50 $1,000 4.70 4.125 $1k 4.40 $1k 4.70 $1k 4.70 $1k 4.70 $1k

(877) 504-4639 NOTES: 9 MONTH CD 4.45% APY @ $1,000.

Southland averages 3.59 4.19 4.63 4.65 4.67

cluding cold nights, but the 35-
year-old was thrilled to come
away with two apartments, one
for $110,000, about the average
price for a new home in Shang-
hai, and another for $170,000.
They were among Wang’s four in-
vestment properties.

And for a short period, Wang
believed she was raking in hun-
dreds of dollars a day for doing
nothing, as property prices in the
city kept soaring.

But today, prices at the com-
plex have fallen by a third, and
the lines of frenzied buyers are
gone. Wang is among dozens who
are fighting the developer to take
the apartments back.

On a recent frosty morning,
she stood in a line herself with
about 40 other buyers outside
the builder’s headquarters, de-
manding that it negotiate a deal
to return their money. “This is ri-
diculous,” Wang huffed.

The company, Da Hua Group,
invited Wang and other home-
owners inside, served them hot
tea, then told them to forget it.

“I think it’ll take at least three
years before the property market
becomes healthy again,” said
Zhu Delin, a finance professor at
Shanghai University and former
head of the Shanghai Banking
Assn. 

The typical home being built
is in a high-rise complex, with
two bedrooms and about 850
square feet of living space.

Developers say many of
Shanghai’s homes are valued at
about $70,000 or less, and price
drops haven’t been as steep for
those units.

Some still see promise in the
Shanghai market. Incomes are
rising and droves of people are
relocating from the inner city to
outlying areas, said Richard Da-
vid, managing director at Mac-
quarie Property Investment
Banking China in Shanghai.

What’s more, he says, the
Shanghai government — which
owns all the land — has auc-
tioned off few lots in the last two
years, which will limit the num-
ber of housing units in the future.

But that’s little solace for
homeowners who have seen in-
ventories rise even as buyers
show no hurry to come back into
the market. 

In Shanghai, people blame
the popping of the housing bub-
ble on the central government,
which has applied one measure
after another in the last year to
quash excessive speculation and
price increases.

Banks were ordered to raise
their best rate on home loans to
5.5% from 5%. Home buyers were
required to make down pay-
ments of at least 30%, up from

20%. A 5.5% capital gains tax on
home sellers’ profits was im-
posed. Beijing also levied a 5%
tax on the sale price of homes
sold before two years of owner-
ship. 

“It’s killed the speculators,”
said David Pitcher, a Shanghai
developer and former head of CB
Richard Ellis’ office here. 

Before the market swooned,
buses would bring investors from
the southeastern coastal city of
Wenzhou in Zhejiang Province
on home-buying missions here.
They no longer come.

Wang, the woman battling Da
Hua, is one of tens of thousands
of Shanghai home buyers from
Wenzhou, known for its wealth
and business prowess.

But it’s not just speculators
who have bailed out of the mar-
ket. A lot of potential Shanghai
buyers have been scared off by
numerous reports of sinking
home prices and desperate ac-
tion by some owners.

Internet chat rooms recently
were abuzz with a story that a
Taiwanese man had jumped
from the 33rd floor of an apart-
ment tower about 15 miles north-
east of downtown. Many people
suspect that he killed himself be-

cause he was drowning in debt
after his home investments went
sour.

Managers at the complex re-
fused to comment, but brokers
indicated that the price of some
units there have plummeted by
more than 50% since March,
when a home fetched as much as
$250 a square foot, similar to
housing prices in some Southern
California communities.

Zhang Wei, an editor at Imag-
ine China, a photography agency
in Shanghai, was close to buying
an apartment in the new Pudong
development area last year.

The 25-year-old planned to
use his $1,250 in savings, and his
parents — a policeman and a
doctor — agreed to contribute
about $30,000. The family of
three currently lives in a 550-
square-foot apartment in an in-
dustrial district that was pro-
vided by his father’s employer,
the Police Bureau.

Zhang walked away from the
deal after the central govern-
ment stepped up its campaign to
cool Shanghai’s market. He no-
ticed prices beginning to drop.
“When two of the four real estate
agencies near our home finally
closed, I decided not to buy for at

least two years,” he said. “Even a
1% drop in prices is a lot of
money for us.”

For Shanghai, prolonged
weakness in the housing market
could be very painful. Like Los
Angeles, Shanghai relies heavily
on real estate to drive its econo-
my. Morgan Stanley’s Xie calcu-
lates that property sales directly
accounted for about half of
$31 billion of the growth in
Shanghai’s annual economic
output from 2001 to 2004.

Construction cranes still fill

the skyline of Shanghai, an area
of about 2,200 square miles — a
little more than half the size of
Los Angeles County. But there’s
sparse development in the cen-
ter of the city, where strong sales
of high-end homes and luxury of-
fice suites, in large part by for-
eigners, belie the losses around
it.

Shanghai’s government is re-
locating inner-city residents to
new suburban areas, where en-
tire towns are going up as part of
a plan to build distinct industries

that ring the city.
It’s unclear how many of

these new homes are sitting
empty. Sales and inventory fig-
ures aren’t provided by the gov-
ernment. But analysts say they
can see the surplus of housing
when they drive past housing
complexes and there are few
lights on at night. 

Few analysts are betting on a
quick turnaround. Yin Zhongli,
an economist at the Chinese
Academy of Social Sciences in
Beijing, says a housing crash
takes time to clean up. He wor-
ries that the financial sector will
be crippled by the real estate fall-
out. Last year, he said, 76% of all
bank loans in Shanghai were in
real estate. 

“Now is the time to swallow a
bitter pill,” Yin said. 

That’s what Huang Xiaolei is
doing. The 25-year-old Shanghai
native nabbed a 1,700-square-
foot apartment from Da Hua
during the heady times last
spring. The unit wouldn’t be
completed until the end of the
year, but as is customary in
China, Huang had to secure a
loan and make the down pay-
ment right away.

She and her parents pooled
their life savings of about $80,000
and put 30% down on the
$270,000 home. In April, they be-
gan making monthly mortgage
payments of $1,100 on a 30-year
loan with a 5.5% interest rate.

In November, Huang decided
to stop the monthly payment,
and this month she filed a law-
suit against Da Hua, claiming
her contract allowed her to re-
scind the purchase before the
house was completed under spe-
cial circumstances, with a 3% fee. 

“We have over 40 cases like
this at our firm,” said Du Yuping,
Huang’s lawyer.

Huang regrets that she got
caught up in the frenzied mar-
ket, and says that even if she
wins the lawsuit, she’ll suffer a
hard financial loss.

“I was cheated,” she said. 

A Housing Bubble Pops — in Shanghai 
[Shanghai, from Page C1]

Eugene Hoshiko Associated Press

OUT WITH THE OLD: Neighbors walk past houses set to be demolished. Shanghai’s 20 million residents represent less than 2% of
China’s population, but the city accounts for 20% of the country’s property value. Shanghai’s economy relies heavily on real estate.

marveled at how little risk inves-
tors seem to think they’re taking
in stocks and bonds at these
prices and yields. Because vola-
tility in stock and bond markets
has declined sharply over the
last two years, people may be fig-
uring that that relative calm will
endure forever, Greenspan said
in congressional testimony in
July.

One gauge of expected stock
market volatility (and therefore
of expected risk) is the VIX in-
dex, short for volatility index. It
measures investors’ use of “put”
and “call” options on the S&P
500 index.

A VIX reading above 30
means investors are rushing to
buy put contracts as a way to
hedge against a falling market. A
reading under 15 means inves-
tors generally are sanguine
about the market and don’t be-
lieve they have a lot to lose by
staying in stocks.

The VIX has plummeted from
a reading of nearly 35 in January
2003 to 11 as of Friday. It has been
crawling along near that histori-
cally low level for most of the last
month.

So if you believe the VIX, in-
vestors don’t see significant risk
in the stock market.

Greenspan, in his July testi-
mony, had a warning for people
who were confident extrapolat-
ing the recent past far into the
future. “History cautions that
long periods of relative [market]
stability often engender unreal-
istic expectations of its perma-
nence,” he said.

Stock market bulls have a
counter to Greenspan’s warning:
The Fed was right to caution
about risk taking while it was
raising interest rates, they say,
but it’s a whole new ballgame
once the Fed is done.

The central bank last week
gave another sign that it was, in-
deed, almost done: The minutes

of the Fed’s Dec. 13 meeting, re-
leased after the usual three-week
delay, showed that policymakers
believed that the number of ad-
ditional rate increases “probably
would not be large.”

The next central bank gather-
ing is scheduled for Jan. 31.

The Fed minutes last week
were enough to jump-start the
stock market, which had stum-
bled in the final week of 2005. It
helped that the government’s re-
port Friday on December em-
ployment showed a meager net
gain of 108,000 jobs for the
month, which just reinforced the
idea that the Fed soon would call
it quits.

Leading the market for the
week was the stock sector that
often is associated with the
greatest volatility (risk by any
other name): technology. The so-
called SOX semiconductor stock
index, which had gained 10.7% in
all of 2005, surged 8.4% last week.
The Nasdaq telecom-stock index
rose 7.3% for the week after los-

ing 7.2% last year.
Another noteworthy statistic:

The S&P 500 gained almost 3%
for the week, racking up in four
sessions what it achieved in all of
2005.

Investors have long been con-
ditioned to associate Fed rate
peaks with stock market rallies.
But is that myth or reality?

Unfortunately for both the
bulls and the bears, the recent
historical evidence is split.

Michael Panzner, head of
trading at Rabo Securities in
New York, took a look at the per-
formance of the S&P 500 index in
the 12 months following each Fed
rate peak since 1980. The S&P
was higher a year after the peaks
of 1984, 1989 and 1995 (the index
was up 12.7%, 12.9% and 35.7%,
respectively). But it was lower a
year after the peaks of 1981, 1987
and 2000 (down 9.3%, 16.1% and
12.4%).

Not surprisingly, the market’s
trend mainly hinged on what
happened with the economy.
The Fed’s credit tightening
helped to trigger recessions in
1982 and 2001. By contrast, the
economy enjoyed “soft landings”
after the rate peaks of 1984 and
1995. (As for the 1987 and 1989
rate peaks: Stocks crashed late
in 1987 but the economy contin-
ued to grow; after the 1989 rate
peak the economy was holding
up a year later, until a bear mar-
ket and recession were triggered
by Iraq’s 1990 invasion of Ku-
wait.)

So if you believe that the
economy runs a high likelihood
of recession this year, history
supports the idea that buying
stocks may be excessively risky.

If, however, you see a soft
landing, the risk of being out of
the U.S. stock market would
seem to be greater than the risk
of being in, even with cash re-
turns better than they’ve been in
nearly five years.

Tom Petruno can be reached
at tom.petruno@latimes.com.
For recent columns on the Web,
visit www.latimes.com/petruno.

Which Is Riskier in 2006 — Being 
In or Out of the Stock Market? 
[Petruno, from Page C1]

Price gains in key indexes last week

Los Angeles Times

Source: Bloomberg News

Fast start for stocks
Wall Street rallied sharply in the first week of the year and 
technology stocks were among the biggest winners — suggesting 
that investors have a bullish outlook for the economy.
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Bank of America, N.A. Member FDIC. © 2006 Bank of America Corporation.

www.bankofamerica.com

Bank of America can offer truly personalized financial services to your business.

We take the time to understand your needs while giving you the resources

necessary to make your business strong. Our mutual success is built through

one-on-one relationships with dedicated business banking client managers. So

whether you need checking accounts, working capital or real estate financing
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new recruits don’t last a year on
the job. 

“When I was young, I believed
it took at least three years for you
to learn one industry thor-
oughly,” said Cui, 39, who has
spent his entire career in the re-
tail food sector, including 11
years at City Supermarket.
“Nowadays many young people
will quit if they aren’t promoted
after one year’s work.”

That has driven up costs for
employers, disrupted business
and contributed to wage in-
creases. For higher-skilled jobs,
companies have started offering
some of the same carrots as in
the West: stock options, reten-
tion bonuses and housing allow-
ances.

Still, many young workers
blame employers for the high
turnover rates, saying they don’t
do enough to retain employees.
Benefits such as medical insur-
ance and pension plans tend to
be similar from one workplace to
the next. Training programs
aren’t common, they say, and
many companies don’t offer op-
portunities for advancement.

“What do you expect from
workers?” asked Jiang Ning, 24, a
business analyst at Ping An of
China, a state-owned insurer.
“Companies haven’t shown their
loyalty to employees.” 

Jiang graduated from presti-
gious Fudan University in
Shanghai in July 2003 and has
been job-hopping since. He quit
his first job, at a large French
electronics manufacturer, after
five months because the com-
pany wanted to transfer him to
Beijing. Ping says his second em-
ployer, a small German consult-
ing business, pushed him too
hard. He lasted nine months in
that job.

Koko Hu, 24, of Shanghai had
a different reason for leaving her
last job, her fourth in three years.
She wanted to travel around the
country with her boyfriend, and
the national Chinese New Year
holiday this month wasn’t long
enough. So before the start of the
weeklong festivities, the clothing
designer wrote a letter to her
boss saying she wasn’t coming
back.

Hu had been on the job for
only a few months and was on an
interim salary of about $350 a
month.

“Since I didn’t sign an em-
ployment contract with them, I
can leave anytime,” she said.
Many workers in China sign one
or two-year contracts and can
face fines from employers if they

leave their jobs without a
month’s notice.

Job hopping also is high in
rapidly developing economies
such as India, and it was wide-
spread in the West in places such
as Silicon Valley during the
boom years in the late 1990s.

But China’s turnover crosses
industry lines as well as job and
pay classifications, thanks to the
sweeping changes in the demo-
graphics and economy of China.
Millions of migrants are pouring
into cities to work at factories
that seem to pop up or disappear
overnight.

New industries and globally
ambitious companies have cre-
ated a huge demand for skilled
workers and experienced man-
agers.

For company managers, the
worst time is around the Chinese
New Year, when most workers re-
ceive their annual bonus, which
can be several times their
monthly salary. Some will bolt if
they’re dissatisfied with their 13-
month pay, as it is called. Others
who plan to leave anyway will
hold on just long enough to take
the bonus and run.

At Homemart Decoration
Co., a national retail chain, Chief
Financial Officer Sun Bing said
he took the departures in stride
partly because there were plenty
of workers ready to fill vacancies.

“If someone in an important
position wants to leave and we
spent a lot of time training him,
we would try to persuade him
otherwise,” Sun said. “But if he
doesn’t change his mind, then
let’s just say, ‘Hao he, hao san,’ ”
a Chinese phrase that means,
“Merrily meet, merrily depart.”

Experts say China is going
through what other Asian econo-
mies such as Taiwan and South

Korea went through when they
saw a burst of job opportunities
and galloping salary increases. 

Hewitt’s latest attrition study
found one striking difference be-
tween China and other Asian na-
tions: Money was the primary
factor in prompting Chinese
workers to switch jobs, whereas
career opportunities and work
processes were more important
to other Asian employees.

“A lot of employees just see
what they get out of their ATM
every month,” said Jihann More-
no, Hewitt’s marketing manager
for China. 

Lu Le makes no apologies for
that. The 24-year-old Web de-
signer has changed jobs six
times in three years, boosting
her salary an average of $100 a
month each time. The Shanghai
woman now earns almost $700 a
month, double the average for
the city. Lu has been at her job
for six months and is contem-
plating another move. 

Chen Wei, product manager
at Xiangcai Securities, calls peo-
ple like Lu “professional job
jumpers.”

There’s no shortage of them
at his firm, where a third of the
employees leave for other jobs
each year.

“Sure, it brings extra cost to
our company,” he said. The trick
is to keep the best employees
around long enough, he said,
adding that workers tend to set-
tle down after they pass 30 years
of age. 

Some companies are turning
to headhunters to do the dirty
work.

Jin Yun of Beijing, who start-
ed one of China’s first head-
hunter firms, recalled how his
staff targeted one high-perform-
ing salesman by repeatedly call-

ing and writing letters. It took
nearly a year before he jumped to
a rival firm.

“It’s like arranging dates and
helping boys chase girls,” Jin
said of his work.

Jin and others think that the
massive job hopping and poach-
ing will slow as companies do
more to retain employees.

China’s job market should
even out in three to five years,
said Charles Tseng, head of the
Asian operations of Korn/Ferry
International, a recruitment
firm based in Los Angeles. 

“We don’t see China being
particularly different than the
North American model,” he said.

Others, however, aren’t so
sure. 

“To their parents who were
born before or during the Cul-
tural Revolution, they valued so-
cial position and family respon-
sibility greatly, and they couldn’t
imagine losing their jobs, ” said
Lu Qiang, head of Mercer Hu-
man Resource Consulting’s
Shanghai office, referring to the
period in the 1960s and 1970s
characterized by purges of intel-
lectuals and criticism of so-
called bourgeois values.

“For them it was an honor to
work where they were needed
and a great shame to be jobless,”
Lu said. “But their children are
in a different world. They may
work in a position very hard this
month and quit next month to
have fun or rest without worry-
ing that much.”

Rick Dyck, an American tech-
nology entrepreneur with plants
in Japan, South Korea and
China, said he struggled with
this issue in employee relations.

“In Japan, Korea and Taiwan,
you can appeal to an employee
with a known value system”
when talking about workers’ alle-
giance to their employer, said
Dyck, who lives in Japan. But, he
said, young Chinese workers’ val-
ues are not so easily identifiable.

At the same time, Dyck ob-
serves that foreign companies,
more than in other countries,
have had a direct hand in China’s
economic development. And
many of them, he says, have in-
vested in China simply for the
cheap labor, often with local Chi-
nese governments providing the
land and even building factories
for them. Although it’s easy to in-
vest in China, it’s just as easy to
pick up and leave.

“Everybody talks about em-
ployees moving and suddenly
quitting,” Dyck said. “On the
other hand, companies have
done some of the same things.”

Job Hopping Is Rampant in China
[China, from Page C1]

Zhou Junxiang Imaginechina

SHOP TALK: Sun Bing, right, of Homemart Decoration with an
employee. The economy has created a demand for skilled workers.
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Carolyn Cole Los Angeles Times

Rockin’ and Rollin’ in the Cradle of Jazz
Bass guitarist David Barard, part of R&B singer Dr. John’s band, helps kick off the New Orleans Jazz & Heritage Festival. The event, which
out-earned Mardi Gras last year, is dear to many. “There was no way we were going to give this up,” says festival founder George Wein. A9

By Michael Finnegan

Times Staff Writer

State Controller Steve Westly
has taken a double-digit lead
over Treasurer Phil Angelides in
the Democratic contest for gov-
ernor, but nearly half of likely
voters in the June 6 primary are
undecided, a new Los Angeles
Times poll has found.

The race remains highly vola-
tile: More than half of those who
support Westly or Angelides say
they could change their minds.

With both still unfamiliar to
many Californians, Westly has
gained an edge in part by out-
spending Angelides on bio-
graphical television ads. But nei-
ther man has started airing
negative commercials, which
could yet scramble the dynamics
of the race. Voting by mail starts
in nine days.

For now, Westly leads Ange-
lides among likely Democratic
primary voters, 33% to 20%, with
45% undecided.

On the Republican side, the
poll found signs of a rebound for
Gov. Arnold Schwarzenegger,
whom the Democratic nominee
will face in November. Schwarz-
enegger’s popularity has risen
across a broad spectrum of voter
groups since the last Times poll
in October, when he was pushing
a conservative ballot agenda
roundly defeated weeks later.

Now, 44% of California’s regis-
tered voters approve of Schwarz-

enegger’s job performance, up
from 37% in October. But his re-
covery is shaky: 53% still give
him negative job ratings.

More troublesome for the
governor: 48% say they will defi-
nitely or probably not vote for
him in November. Just 31% say
they will definitely or probably
support his reelection.

Another difficulty for the in-
cumbent is the surly mood of 

[See Poll, Page A12]

T H E  T I M E S  P O L L

Westly Leads
Angelides in
Primary Race 
The state controller has
a sizable advantage, but
45% remain undecided. 
The governor gains
in popularity, but 53%
still rate him negatively. 

Los Angeles Times

Source: Los Angeles Times Poll

Governor’s race

Note: The first question was asked of 
likely Democratic primary voters and 
the others of registered voters. 

If the Democratic primary were
being held today, for whom 
would you vote?

Phil Angelides 20%

Steve Westly 33%

Someone else 2%
Undecided 45%

Now 10/05

Now 10/05

If the candidates in the
November election were 
Arnold Schwarzenegger and . . . 

Steve Westly, the Democrat?

Phil Angelides, the Democrat?

Schwarzenegger 39% 33%

Westly 48 38

Don’t know or 13 29

Schwarzenegger 43%  34%

Angelides 43 37

Don’t know or 14 29
other candidate

other candidate

By Jeffrey Fleishman

Times Staff Writer

DRESDEN, Germany — She
wore a tattoo of a Viking wielding
an ax, screamed epithets at Jews
and dark-skinned foreigners,
reveled in the sinister glamour of
the bygone Third Reich and mar-
ried her second husband on Hit-
ler’s birthday. 

Tanja Privenau says she is
done with black boots and ven-
omous rage. Burning her pam-
phlets and scouring her tattoos,
she is betraying what for 20 years
had defined her: a neo-Nazi
underworld run by racist mil-
lionaires and militant ideo-
logues. She has split with her
radical husband, changed her
name and vanished with her five
children into a new underworld.
And for this she fears for her life. 

“I’m scared of violence
against me,” she says, meeting at
a restaurant so as not to reveal
her address. “I’ve moved to a se-
cret apartment. I don’t send my
children to school because I
don’t want my husband to kid-
nap them. I could wake up one
morning and the car could be
burned. You don’t easily walk
away from these people.” 

Concern over her children’s
future gradually tugged her away
from the dangling silver chains
and raised fists of extremism.
What as a girl was dangerous
and exciting had turned into
pointless fury.

Privenau no longer resembles
the leather-clad tough of her
youth. She is not barbed by ear-
rings or pewter studs; there are
no rants, no SS-inspired solilo-
quies. She is a 34-year-old
mother with bobbed red hair, a
green sweater and a long skirt; a
woman with a cellphone in her
purse and a divorce file in the
courthouse.

“Something turned around in
me about 2001,” she says. “I was
meeting other parents. I saw the
wider world. I think my picture of
the human being changed. You
start thinking about what you
believe in. Why is there so much
hatred in our thinking against
the state, against foreigners?

“We didn’t evolve. We weren’t
accomplishing anything. I was a
mother and I didn’t want to hate
anymore. I wanted my children
free of it.”

It took years to forge the cour-
age, but Privenau found sanctu-
ary several months ago with a 

C O L U M N  O N E

On the
Run From
Hatred
8 In her youth, Tanja
Privenau embraced the
mystique of Germany’s
dark past. Now she seeks
sanctuary and fears that
neo-Nazis will find her. 

[See Exit, Page A16]

By Maggie Farley

and Alissa J. Rubin

Times Staff Writers

UNITED NATIONS — The
U.N. nuclear watchdog agency
said Friday that Iran had contin-
ued to defy Security Council de-
mands that it freeze its efforts to
enrich uranium, setting up a
showdown between the interna-
tional community and the Is-
lamic Republic.

The council is scheduled to
meet Wednesday to begin con-
sideration of a resolution legally

requiring Iran to halt the enrich-
ment, which can produce bomb-
grade uranium or fuel for power
plants, and to address long-
unanswered questions about the
possible military applications of
its nuclear program. The mea-
sure would be the next step in a
diplomatic path leading to pos-
sible sanctions against Iran or its
leaders.

Iranian President Mahmoud
Ahmadinejad told a rally in the
country’s northwest on Friday
that Iran had the right to pursue
nuclear technology and that its

leaders “do not give a damn”
about possible U.N. resolutions.

“Enemies think that by . . .
threatening us, launching
psychological warfare or . . . im-
posing embargos they can dis-
suade our nation from obtaining
nuclear technology,” Ahmadine-
jad told cheering supporters in a
speech shown on Iranian televi-
sion. “The Iranian nation insists
on its right to peaceful nuclear
technology. We will not back
down one iota.” 

Ahmadinejad’s statements 

U.N. Nuclear Agency Takes 
Step Toward Sanctions on Iran

[See Iran, Page A17]

By Teresa Watanabe,

Anna Gorman

and Nancy Cleeland

Times Staff Writers

Los Angeles restaurant
worker Jose Mendez says he will
risk his job.

The 45-year-old illegal immi-
grant plans to skip work and
march for immigrant rights on
Monday for one reason: He
hopes someday to become a legal
resident of the United States. Af-
ter six years here, he wants to
visit the family he left behind in
Mexico — without fear of arrest
on his way back.

Lupe Moreno, 48, a Santa Ana
social worker, American citizen
and advocate for immigration
control, will not join in the na-
tional boycott of work, school

and consumer spending. After
she finishes work, she said, she
will engage in her own form of ac-
tivism: purchasing a $1,000 big-
screen TV to “support the U.S.
economy as a proud Latino
American.”

And Luis Magana, a worker at
the Sara Lee Bakery Group fac-
tory in Vernon, is still torn about
what to do. “We want to show
that our work counts. We pay
taxes and help the economy,”
Magana said, referring to himself

Luis Sinco Los Angeles Times

LABOR: Workers at Santa Maura Spice and Garlic Co. in L.A.
could face a tough decision if the warehouse opens Monday.

National Boycott Plans
Creating a New Divide 

R E L A T E D  S T O R I E S

White House: Bush urges
immigrants not to boycott. A5
Anthem: Spanish-language
version strikes a sour note. A5

[See Boycott, Page A10]

By T. Christian Miller

Times Staff Writer

WASHINGTON — Parsons
Corp., the Pasadena engineering
firm that won one of the largest
rebuilding contracts in postwar
Iraq, fell dramatically short of a
number of goals, according to in-
terviews and documents that

cite shoddy work and negligent
government oversight.

The firm was to have rebuilt
Iraq’s health and security infra-
structure. However, an audit and
interviews show it will finish only
20 of 150 planned health clinics,
and nearly $70 million of medical
equipment meant for the clinics
sits unused. 

Additionally, as few as 12 of 20
hospitals planned to be refur-
bished will be completed. Some
border forts built by the com-
pany lack walls, and some fire
stations may be structurally un-
sound. 

The U.S. Army Corps of Engi-
neers failed to properly monitor
Parsons’ performance, stone-
walled investigative efforts and
exercised “poor cost controls” as
Parsons spent $186 million on a
contract to build the health clin-
ics, according to a draft copy of
an audit obtained by The Times.
About $60 million of that was
spent by Parsons on manage-
ment and administration.

The reports and interviews
taken together suggest a whole-
sale failure in two of the most
crucial areas of the Iraq recon-
struction — health and safety —
which were supposed to win
Iraqi goodwill and reduce the 

Contractor’s Plans Lie
Among Ruins of Iraq
Pasadena-based Parsons
was to rebuild the health
and security sectors. But
poor work and U.S.
lapses leave many goals
abandoned, sources say. 

[See Contractor, Page A6]

R E L A T E D  S T O R I E S

Shift: Shiites plan to give up
Interior Ministry control. A15
Poll: Iraqis show little optimism
about their economy. A15

By Don Lee

Times Staff Writer

BEIJING — China’s richest
man has amassed a fortune of
nearly $2 billion but lives like a
frugal accountant.

After leaving his 32-story of-
fice tower at night, Huang
Guangyu returns to a modest
apartment he shares with his
wife and two daughters in south-
west Beijing. He shuns the golf-
ing craze sweeping China, opting
instead for snatches of TV. He
says he has no hobbies.

“I don’t know what else to do,”
Huang said. 

In the United States, Huang’s
rise — from high school dropout
to China’s richest man — would

be celebrated as a Horatio Alger
story. But in China, where cor-
ruption is rampant, many be-
lieve that the 300,000 people who
became millionaires in the last
two decades did it the old-fash-
ioned way: stealing from the
masses.

The 36-year-old Huang and
other nouveaux riches here find
themselves at one end of the
largest rich-poor gap since the
founding of Communist China in 

[See Billionaire, Page A14]

It Helps to ‘Be Rich Silently’ in Polarized China 
The top billionaire lives
frugally in a society
where many view the
wealthy with suspicion. 

By Nancy Vogel

Times Staff Writer

SACRAMENTO — State As-
sembly Speaker Fabian Nuñez is
being feted at a Pebble Beach
fundraiser this weekend by
AT&T, whose interests he is
championing in legislation with
high stakes for two industries
and millions of California con-
sumers.

AT&T, which wants to com-
pete freely with cable television
companies and stands to gain
billions if lawmakers allow it, is
holding the “Speaker’s Cup”
fundraiser at the fabled Monte-
rey County golf resort.

Dozens of corporations,
unions and Indian tribes will pay
$10,000 to $45,000 to have their
lobbyists and other representa-
tives hobnob with Nuñez (D-Los
Angeles) and other elected offi-
cials over golf games, cocktails,
spa treatments and dinner. 

The event, scheduled a year in
advance, is one of the biggest an-
nual fundraisers for the state
Democratic Party. The party, a
major source of money for legis-
lative campaigns, can accept un-
limited donations; individual
candidates cannot. 

Nuñez, whose duties as
speaker include fundraising for
legislative contests, is sponsor-
ing a bill that would dramatically
reshape the way Californians get
video services. 

California law requires com-
panies seeking to offer cable tele-
vision service to strike franchis-
ing agreements with each city
and county where they want to
do so — negotiations that take
months. Nuñez’s bill would free 

AT&T, 
Nuñez
Swing for
the Green
The firm, which has a
cable TV bill pending, is
holding a fundraiser for
Democrats at Pebble
Beach and the speaker is
the honored golfer. 

[See Cable, Page A11]7 685944 00050

Chairman of Hyundai
Arrested in South Korea
Chung Mong-koo is accused of
creating a political slush fund
and trying to evade taxes. A16

Weather
Partly cloudy after morning
low clouds and patchy fog.
L.A. Downtown: 70/57. B20

Today’s Briefing......................A2
The Nation....A5 The World...A15

INSIDE

Richard Drew Associated Press

The former USC star will not be
the first selection in today’s
NFL draft. Controversy
involving his family and a
sports marketing company
continues to swirl. D1

The Reggie Bush Saga
Again Changes Direction 
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By the Beijing Olympics in
2008, Huang hopes to more than
double the number of appliance
stores to 1,000 and boost annual
sales to $15 billion from about
$6 billion in 2005. But he faces
regulatory constraints and po-
litical uncertainty.

Although the government is
pleased that private companies
like Gome are creating jobs and
paying taxes, it faces increasing
pressure to narrow the wealth
gap. Many people would like to
see Beijing take from the rich
and give to the poor. The wealthy
are often portrayed in the media
as tax evaders and crooks who
work with party bosses to seize
land and strip the assets of state-
owned companies. 

Shanghai developer Zhou
Zhengyi, a onetime noodle and
underwear street vendor who
used his political connections to
become one of China’s richest
men, is cited as a prime example.
The flamboyant 43-year-old is
serving three years in prison for
falsifying documents and ma-
nipulating stock.

Beijing recently imposed
hefty taxes on yachts, expensive
watches and big cars. Party lead-
ers are also considering impos-
ing higher personal income taxes
on the rich. 

Cities such as Beijing and
Shanghai, wanting to protect
small businesses, have recently
placed restrictions on where big-
box retailers can open stores. Al-
though the policy will limit
Huang’s rivals, foreign chains
such as Best Buy have more re-
sources than Gome.

Lu, the State Council official,
argues that Beijing, while preoc-
cupied with the wealth gap,
should also pay more attention
to private domestic businesses
like Gome. 

“What really matters is that
we should nurture our retail gi-
ants to fight with overseas
wolves,” Lu said. “Many of the
state-owned companies are
weak, but these private enter-
prises are wolves themselves.”

Huang said he, too, was con-
cerned about the great wealth
divide in his country. But he said
he was helping to bridge the gap,
not widen it. Huang said he
planned to hire an additional
20,000 workers this year. 

After 20 years of making his
own breaks, Huang said he was
not looking for any special favors
from the government. But, he
said, “I just hope we can at least
enjoy equal treatment.”

Cao Jun in The Times’ Shang-
hai Bureau contributed to this
report.

1949. Beijing has been con-
fronted with a rising tide of riots
by farmers and poor workers up-
set about losing their land and
factories to robber barons. The
protests have spawned calls by
some intellectuals to stop what
they say is capitalism gone
amok.

“We have so many mysterious
rich people. Others admire their
money but they question the mo-
rality of it,” said Victor Yuan, a
senior analyst at Horizon Re-
search Group in Beijing. “You’ve
got to be rich silently.”

Huang, the majority share-
holder of retail chain Gome Elec-
trical Appliances, China’s ver-
sion of Best Buy, knows the other
side of the wealth divide. The
second of four children, he was
born in a predominantly Catho-
lic village near Shantou, a coast-
al city in the southern province of
Guangdong that is renowned for
its entrepreneurs.

In an interview, Huang re-
called growing up hungry. But he
was fed plenty of tales by his
mother, Zeng Changmin. She re-
counted the adventures of their
ancestors who traveled to Thai-
land to trade sugar and beans,
and share stories from the Bible.

One story appeared to have
left a deep impression on him:
Jesus’ parable of the talents, in
which a master rewards two ser-
vants who invested gifts of
money but punishes a third for
burying his grant in the ground.

Huang said he attended Mass
weekly. He didn’t pray to be rich
but wanted to break free from
the poverty of his village — some
300 households that farmed rice
and wheat on small plots. People
who know Huang said other vil-
lage children taunted him, his
older brother and two younger
sisters because they were poorer
than their neighbors.

“There were three roads for
me,” he said. “Go to school, be a
soldier or find your own way to
survive.” Studying was expen-
sive, Huang said, and the army
didn’t want a scrappy kid like
him. 

So at age 16, he and his broth-
er set out for Inner Mongolia,
traveling for days by train in
search of opportunities 1,400
miles north. They hawked radios
and small electrical goods. But
the pair lasted only a few
months, Huang said. With a little
more than $100, they headed for
Beijing’s bright lights.

When Huang and his brother
arrived here in 1986, Mao Tse-
tung had been dead for 10 years
and China’s embrace of capital-
ism was taking shape. People
were permitted to start busi-
nesses, incomes rose and con-
sumers were demanding refrig-
erators and washing machines.

“Coming to Beijing was a
turning point in my life,” Huang
said excitedly.

The brothers rented a stall
near Tiananmen Square. With
no money to buy goods, Huang
stacked empty television boxes
inside to make their stall look
full, said Liu Hongyan, author of
a biography of Huang. When
shoppers ordered an item,
Huang ran out and bought it
from another merchant, hauling
it back in a three-wheel cycle to
sell it at a profit.

Analysts say that some 17
years later, Huang would use the
same cunning to catapult Gome
to the top of China’s $60-billion
retail industry. After Huang es-
tablished a chain of 120 stores, he
chose about 90 of Gome’s most
profitable outlets to be listed in a
company traded on the Hong
Kong stock market. He kept the
30 laggards private so outsiders
saw only the rosy side of Gome,
according to Wang Jizhou, an
analyst with Alliance Investment
Consulting in Beijing.

“It was like Huang had two
bottles — one with wine, the
other with water — but investors
believed both of the bottles were
full of wine,” Wang said.

With about $400 million from
the listing and $150 million from
U.S. private equity firm Warburg
Pincus, Huang has more than
doubled the number of stores in
the last two years to about 460 in
131 cities. His workforce is
100,000 strong.

Often likened here to Wal-
Mart founder Sam Walton,
Huang aims to drive sales by of-
fering the lowest price. He cuts
out the middlemen and nego-
tiates directly with emerging
manufacturers like appliance
maker Haier, buying large vol-
umes of merchandise and slash-
ing retail prices so deeply that ri-
vals have trouble competing.

Huang makes no apologies
for his success but concedes that
Gome’s development has at-
tracted a lot of attention. Many
analysts say Huang clawed to
the top without special help from
government officials.

When Gome opened its larg-
est Beijing outlet in July, more
than 100,000 people jammed into
the store as big as a Wal-Mart
Supercenter, snapping up 21-
inch color television sets for $79
and microwave ovens for $36.

It was so packed “you
couldn’t move inside,” said store
manager Wang Liqun. Despite
her closet-size office, the 37-year-
old says her pay has risen seven-
fold from the $170 a month she
was earning 10 years ago as a
Gome salesclerk. 

Huang’s rivals, though, claim
that he uses his market power
and influence with manufac-
turers to squeeze out the compe-
tition. Some call him a “price
butcher.” Manufacturers com-
plain that Huang can be over-
bearing, although they say he
pays his bills.

Analysts and others familiar
with the company say Huang mi-
cromanages and often shakes up
his senior staff, creating an at-
mosphere of fear. Gome execu-
tives would not comment.

On the backs of Wang’s busi-
ness cards and those of all Gome
employees are Huang’s three
cardinal rules: Do not accept
gifts from customers. Do not
take kickbacks. Do not use your
position for personal gain.

Printed at the very bottom is
a hotline number for people to
report employee misdeeds.

Huang said the rules re-
flected his religious upbringing.

“The church discipline is
quite strict,” said Huang, who
has donated money to build a
church, kindergarten and senior
home in his village. “It’s been
very useful in helping me to deal
with people.”

Lu Renbo, an analyst affili-
ated with the State Council, the
highest agency of China’s admin-
istrative government, said
Huang worried his employees
would “form their own relation-
ship circles, or as the Chinese
say, occupy their own hills.” 

Lu attributes Huang’s suc-
cess partly to good timing. A few
years ago, Huang found that he
could delay payments to manu-
facturers, allowing him to take
the massive cash his stores gen-
erated and invest in real estate.
Analysts say Huang, who also
controls Eagle Investments, has
reaped hefty profit from the
booming real estate market by
buying and developing office
buildings and homes.

China’s Frugal Billionaire
[Billionaire, from Page A1]

The Middle  Kingdom’s  top   10

China’ s richest people in 2005

Wealth
Company Industry (in billions)

1. Huang Guangyu Gome Electrical Appliances/ Household appliance s, $1.70

Eagle Investments property

2. Yan Jiehe China Pacific Construction Civil construction 1.50

3. Chen Tianqiao Shanda Networking Development Online games and Internet portal 1.45

4. Ding Lei NetEase.com Online games and Internet portal 1.25

5. Xu Rongmao Shi Mao Property 1.20

6. Rong Zhijian Citic Pacific Aviation, civil infrastructure, 1.10
property and telecom

7. Lu Guanqiu & Family WanXiang Auto parts and finance 1.00

8. Zong Qinghou Wahaha Soft drinks and children’s clothes 0.80

8. Zhu Mengyi Hopson Development Property 0.80
& Zhujiang Investment

9. Chen Ningning & Lu Hui Pioneer Metals Holdings Iron ore trade, iron and steel 0.77
and investments

Source: Hurun Report

Los Angeles Times

Gao Wenlong Imaginechina

RAGS TO RICHES:
Huang Guangyu grew up poor
in Shantou, a Catholic village.
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By Terril Yue Jones

Times Staff Writer

We became a notorious crook,
a movie star, a cartoonist. We
broke gender barriers, designed
nuclear weapons and cleared the
skies after Sept. 11.

And across time and dis-
tance, we became friends.

As Claremont High School’s
class of 1976 geared up for its 30-
year reunion today, the teen-
agers who went on to become
teachers, cops, car salesmen,
lawyers, architects and pilots re-
connected over the last couple of
months with technology none of
us could have imagined then —
and all of us take for granted to-
day.

A couple hundred of us are in
touch on the Internet. We reflect
on coming of age in the mid-70s
in eastern Los Angeles County —
in the post-Watergate, post-Viet-
nam War era of civil rights and
equal rights, when Gerald Ford
was president and disco ruled
the airwaves.

This online “preunion” al-
lowed us to recount our suc-
cesses and failures, showcase
our families, lament our expand-
ing waistlines and receding hair-
lines. As we swapped ancient
memories, we got to know again
— or for the first time — class-
mates with whom we shared our
youth.

I missed out on knowing
many of them the first time
around. I spent my senior year in
Japan with my family while my
professor father took a sabbati-
cal. To make up for it, I started a
chat group on Yahoo that now
includes almost half of our class
of 500.

E-mail exchanges have blos-
somed on the subjects of teach-
ers we despised and loved —
sometimes going back to kinder-
garten — teenage crushes and
first kisses, life’s embarrassing
moments, disabled children,
politics, freedom of speech, cor-
porate greed and global warm-
ing.

The semi-anonymity of our
cyber-conversations has encour-
aged people to open up. One pal
recalled his reddest-faced mo-
ment in high school, when some-
one stole his jockstrap and hung
it up in English class, its owner’s
name emblazoned in big block
letters. Others spoke of brushes 

C O L U M N  O N E

Class of
’76 Got
Chatty
8 Before their 30-year
reunion, the author and
scores of Claremont
High classmates went
online to really get to
know one another.

[See Reunion, Page A18]

By Josh Meyer

and Ellen Barry

Times Staff Writers

NEW YORK — U.S. author-
ities, aided by Lebanon, have dis-
rupted a plot by foreign terror-
ists to blow up commuter train
tunnels beneath the Hudson
River that connect Lower Man-
hattan and New Jersey, FBI offi-
cials said Friday.

The alleged plan, involving
eight conspirators based in other
countries, was “the real deal,”
FBI Assistant Director Mark J.
Mershon said at a news confer-
ence in Manhattan.

Mershon, head of the bu-
reau’s New York field office, said
that although no explosives had
been purchased by the suspects,
“the plotting of the attack had
matured to the point where it ap-
peared the individuals were
about to move forward, attempt
to surveil targets, establish a
regimen of attack, and acquire
resources” to carry it out.

Three co-conspirators are in
custody overseas, Mershon said,
including the suspected master-
mind, 31-year-old Assem Ham-
moud of Beirut. Authorities have
tentatively identified the other
five, Mershon added, and man-
hunts for them are proceeding.

Lebanese authorities, work-
ing with the FBI, arrested Ham-
moud in April, and he confessed
to orchestrating the planned at-
tacks, which were to occur some-
time in October or November, ac-
cording to Mershon and
Lebanon’s Interior Ministry. 

Hammoud had taken an oath
of allegiance, or bayat, to Al
Qaeda leader Osama bin Laden
and faces unspecified terrorism-
related charges in Lebanon, Mer-
shon said.

Mershon would not identify
the other two suspects in cus-
tody or provide additional de-
tails of the alleged plot, saying he
did not want to jeopardize an in-
vestigation that remained active
on three continents.

A federal law enforcement of-
ficial, speaking on the condition
of anonymity, said the tunnels al-
legedly were targeted not only to
kill many commuters but to se-
verely damage the surrounding
area.

“It’s certainly possible that by
bombing the train tunnels, the
operatives could even have un-
leashed a severe flood on Lower
Manhattan,” said the official,
who asked not to be identified
because of the case’s highly sen-
sitive nature.

Mershon’s contention that
the suspects were about to enter
an operational phase of the plot
is a matter of some dispute.

Sen. Charles E. Schumer (D-
N.Y.) said in a televised interview
that the alleged co-conspirators 

Plot 
on N.Y.
Tunnels
Alleged
The FBI calls it ‘the real
deal’ and says three of
eight suspects are in
custody abroad. Details
remain sketchy.

R E L A T E D  S T O R Y

7/7 recalled: Londoners pause
on the attack anniversary. A5

[See Plot, Page A16]

By David Pierson

Times Staff Writer

Marine Cpl. Jason Morrow
was serving a tour in Iraq when
he wrote his mother with a fanci-
ful request. When he returned to
Southern California on leave, he
wanted to propose to his girl-
friend, Evelyn Flores. And he
wanted to do it on the field at An-
gel Stadium, where he had spent
so many summers cheering for
the team.

It took some negotiating, but
his mother, Kristin Morrow, ar-
ranged it. And last summer, Mor-
row dropped to one knee and
presented an engagement ring to
Flores behind home plate. Play-
ers congratulated him, and man-

ager Mike Scioscia invited him to
stand by the dugout for the na-
tional anthem.

The team was so impressed
with Morrow — both by his serv-
ice in Iraq and his lifelong devo-
tion to the Angels — that they in-
vited him to return in October to

throw out the first pitch before a
playoff game against the Chicago
White Sox.

Morrow, who turned 27 in
January, returned the honor by
sending the team a scrapbook
he made detailing his time in
Iraq and his love of Angels base-
ball. 

“Thank you for making my
wish come true,” Morrow wrote
in a letter to the team upon re-
turning to Iraq. “I will always be a
fan.” 

Last week, the Angels re-
ceived another message — this
one from Kristin Morrow.

“It has been awhile since we
have spoken,” the e-mail began.
“This morning we were told that
Cpl. Jason Morrow had been
killed in action in Iraq. . . . I
wanted you to know that what
you did for our son also means
the world to us. It means so
much to Jason. Your kindness
was enjoyed by some very special
people in Jason’s life.” 

Tim Mead, Angels vice presi-
dent for communications, who 

Irfan Khan Los Angeles Times

TRIBUTE: A Marine honor guard carries the casket of Cpl. Jason Morrow at Riverside National Cemetery on Friday morning.

Saluting a Marine and Fan
Cpl. Jason Morrow
proposed to his wife last
year at home plate in
Angel Stadium. Now the
ballclub comes to terms
with his death in Iraq.

[See Marine, Page A19]

Rob Gauthier Los Angeles Times

THANKS: Marine Cpl. Jason
Morrow acknowledges the fans
before throwing out the first
pitch at a game last October. 

Scud missiles.
It took only a few minutes for

one of the security guards prowl-
ing the halls to catch sight of her. 

“Hey, excuse me,” his voice
rang out. “Aren’t you Saddam’s
lawyer?” Soon they were all
around her, five young men with
U.S. military-issued badges
clipped to their sports shirts.
Their eyes were wide; they
smiled.

“Tell him you met young peo-
ple here, youth that are sending
their greetings to the president,”
one of the young men said. “We

By Megan K. Stack

Times Staff Writer

BAGHDAD — Boushra
Khalil walked through the metal
detectors and into the vast con-
vention center, a crumbling relic
of a fallen dictatorship with walls
still emblazoned with murals of

believe he is suffering injustice,”
said another. They spoke quickly
and eagerly, and pressed Khalil
for her autograph.

Iraqis who had been cleared
to work in the drab nerve center
of Iraq’s U.S.-backed govern-
ment, in the heavily fortified
Green Zone, might appear to be
unlikely fans of the ousted presi-
dent.

But perhaps no supporter is
more improbable than Khalil, a
Shiite Muslim lawyer who has
traveled from Lebanon to defend
him.

Like most Arabs, Khalil, who
is Lebanese, is no stranger to the
hard reality of despotism: Her
Iraqi cousins were put to death
for rebelling against Saddam
Hussein’s Sunni-dominated re-
gime. 

But ever since the wintry
afternoon she switched on Al Ja-
zeera and caught sight of the be-
draggled Hussein in U.S. cus-
tody, she has devoted herself to
securing his release. Her work on
his defense team has invited an-
gry slurs from fellow Shiites, but 

In Arabs’ Eyes, the U.S. Is on Trial, Not Hussein
A Shiite with reason to
hate the ex-leader is his
defense lawyer because
he defied America.

[See Hussein, Page A8]

Bush Defends His 
Stance on N. Korea
He questions claims that
Pyongyang has grown more
dangerous under his watch. A10

Retired Doctor’s Slaying
The rugged, remote location
that made his ranch attractive is
working against detectives. B1

‘La Traviata’ in Trouble
L.A. Opera has less than two
weeks to find the funds to save
the star-studded revival. E1
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It’s Fair Weather, Friends
Kevin Aguayo, front, and Carlos Patino, both 11-year-old Angelenos, beat Friday’s heat on opening day
of the Orange County Fair in Costa Mesa. The fair runs through July 30. Today’s weather will be mostly
sunny after patchy morning clouds and fog, and hot inland. L.A. Downtown: 90/66. B16

By Don Lee

Times Staff Writer

LIAOYANG, China — In the
end, Yuan Baojing’s wealth
couldn’t save his life but merely
ensured a less messy execution.

On a windy March morning,
Yuan was sentenced to death for
his alleged involvement in the
killing of a local policeman. Only
six months earlier, authorities
had given the corporate raider a
reprieve after, by some accounts,
his wife promised to surrender
$6 billion in oil company stock to
the state.

Yuan, dressed in white, ap-
peared stunned when the latest
verdict was read. “I can’t accept
this. I have information to ex-
pose others,” the 40-year-old
shouted as he was led out of the
courthouse by helmeted police
and into a black van. 

Three miles outside the city,
the van pulled into the gates of
the Liaoyang Funeral Home,
where Yuan was shoved into a
police van outfitted with a bed
and a computer, according to a
person at the scene. Two injec-
tions were pumped into Yuan.
The first paralyzed him; the sec-
ond stopped his beating heart.

Just three hours after the 
[See China, Page A12]

Ultimate
Penalty in
Graft Case 
A Chinese businessman
is executed for a murder
plot, but the big story
may be shady deals and
Beijing’s bid to make a
grim example of him. 

By Héctor Tobar

and Richard Boudreaux

Times Staff Writers

MEXICO CITY — Top aides
to leftist candidate Andres
Manuel Lopez Obrador called
Friday for a recount of nearly half
the votes cast in Sunday’s presi-
dential election and edged close
to demanding that the entire
vote be nullified.

The statements by the Lopez
Obrador camp revealed a two-

part strategy to deny a victory to
conservative Felipe Calderon,
who on Thursday was pro-
claimed the winner by a margin
of little more than half a percent-
age point.

By insisting on a recount of
about 18 million of the 41 million
votes cast, aides said, Lopez
Obrador hopes to overcome Cal-
deron’s official 244,000-vote mar-
gin. The leftist has been insisting
since Monday that there were
widespread irregularities in the
tally.

Simultaneously, Lopez Obra-
dor’s aides allege that President
Vicente Fox improperly influ-
enced the vote — an accusation
that could provide grounds for 

Mexican Leftist’s Strategy
Involves Another Recount
Lopez Obrador’s aides
also allege interference
by Fox. That could lead
to a demand for a revote. 

[See Mexico, Page A11]
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death sentence, authorities de-
livered the ashes from Yuan’s
cremated body to his wife, ac-
cording to the witness and local
Chinese media. She also got a 
bill for $2,500 — the cost of the 
lethal injection that replaced the
cheaper and more common form
of execution here: a bullet to the
back of the head.

Legal experts and residents
here say Yuan’s execution is a
tale of China’s modern-day
scourge: corruption.

Chinese President Hu Jintao
said June 30 that graft was
threatening the Communist
Party’s grip on power. Hu called
for a renewed crackdown in the
wake of several high-level scan-
dals. He decried “continued
cases of leading officials abusing
power for private gain, engaging
in graft, bending the law and fall-
ing into corruption.”

In one recent case, Beijing
Vice Mayor Liu Zhihua — who
was in charge of the $40-billion
building project for the 2008
Olympics — was fired “because
of his corrupt and degenerate
ways,” China’s Xinhua news
agency reported. In another
scandal, Vice Adm. Wang
Shouye, a top commander in
China’s navy, was stripped of his
post and his seat in parliament.

In the last few years, anti-
graft enforcers have taken action
against thousands of corrupt
party officials for accepting
bribes from developers and oth-
ers for land and jobs. China has
sought to make examples of
some officials by executing them,
but corruption remains largely
unbridled.

People in this northeastern
city say Yuan’s is a classic case of
graft.

Many here say Yuan was in
league with corrupt officials. The
former Liaoyang police officer
whom Yuan was accused of con-
spiring to have killed had alleged
that a large state-owned com-
pany in the city funneled ill-got-
ten money to Yuan that allowed
him to invest and become rich.

Yuan’s attorney, Wu Ming’an,
said he had no knowledge of that.
He said his client insisted that he
was framed. Weeks before he was
executed, Yuan told his lawyer in
a tape-recorded session that
Liaoyang officials had sought
him out a few years earlier for a
favor.

Yuan claimed that provincial
law enforcement and Commu-
nist Party officials were under in-
vestigation by the central gov-
ernment for corruption, Wu said,
and that they wanted Yuan to
use his connections with Beijing
to help them. 

Wu said Yuan recounted how
his troubles began when he re-
fused.

Wu, a prominent criminal at-
torney in Beijing, said he had
prepared files containing these
allegations and had given them
to Yuan’s wife to submit to the
central government. But the law-
yer said he did not know whether
the claims were investigated.

Here in the northeast, cor-
rupt party officials have a repu-
tation for being more brazen
than elsewhere in the nation,
partly because the economy has

not kept pace with the rest of
China. Local media are chock-
full of stories about party cadres
who take millions of dollars in
bribes, officials convicted for sell-
ing government jobs and mafia
bosses in cahoots with judges.

People still talk about organ-
ized crime chieftain Liu Yong,
who was spared his 2003 death
sentence — for murder and other
crimes — by Liaoning province’s
high-court judges, who gave no
reason for his reprieve. Beijing
later overturned the ruling and
Liu was executed.

No one here can say what role,
if any, Beijing played in Yuan’s re-
prieve and execution. But many
people say they were shocked at
how quickly authorities executed
Yuan.

“If the criminal says he has
more information to expose oth-
ers, usually the execution should
be suspended,” said Li Jian,
founder of the Civil Rights De-
fense Net, a human rights group
in Dalian in Liaoning province.
“The court should at least hear
what he wanted to say before the
execution. What are we ordinary
people to think?”

Indeed, Yuan’s case has
raised many questions: Was he
as rich as media reports por-
trayed him? And why did state
officials grant him a pardon only
to rescind it?

Beijing and provincial au-
thorities declined to talk about
the case. Chinese journalists
who covered Yuan’s trial say
their bosses in the state-run me-
dia have ordered them to stop re-
porting on it. 

Yuan’s younger sister, a judge
in Liaoyang People’s Intermedi-
ate Court, said only that “we
could never win this case in
China.”

“Please don’t ask. Don’t talk
about this anymore,” she told
The Times.

Legal experts say Yuan might
have been caught up in a wider
debate now taking place in
China. As corruption has spread
across the Middle Kingdom —
and created thousands of new
millionaires — the masses have
been clamoring for Beijing to
crack down on the wealthy, espe-
cially those who owe their riches
to corrupt deeds.

Chinese and international or-
ganizations say Beijing has had
limited success in fighting cor-
ruption. Among other actions,
Beijing has dispatched investi-
gative teams throughout the
land. These squads typically stay
in local areas for as long as three
months, taking people’s com-
plaints and reporting them di-
rectly to the Communist Party’s
Discipline Inspection Commis-
sion, a 121-member body that is
charged with rooting out corrup-
tion and malfeasance among
party cadres.

In Liaoning province, author-
ities last year meted out punish-
ment to almost 7,200 officials, 
including 27 senior members, ac-
cording to the central govern-
ment mouthpiece, the People’s
Daily. The money involved in
these cases totaled $92 million.

Yuan’s arrest by Liaoyang city
police in March 2004 generated
sensational media reports.

Authorities said Yuan en-

listed his older brother and cous-
ins to kill Wang Xing, a stoutly
built man whom he first met in
1985 on the train to Beijing. The
two men became friends. When
Yuan struck it rich, Wang quit his
police job to join the entrepre-
neur’s payroll, said Wu, Yuan’s
lawyer.

Wang had tried to blackmail
Yuan over his alleged involve-
ment in an attempted murder
that occurred in 1996, Wu said.
Wang claimed that Yuan sought
to have killed a Sichuan province
man whom Yuan blamed for mil-
lions of dollars in losses in com-
modity futures trading.

The murder attempt failed,
but in the ensuing years Wang
constantly threatened to expose
the plot unless Yuan paid him
off, Wu said.

On Oct. 4, 2003, after Wang
had finished playing mah-jongg
near a mosque in Liaoyang, the
45-year-old neared the entrance
of his pale-yellow apartment
building. From the dark, two
men emerged. One of them
blasted him in the chest with a
double-barreled shotgun, ac-
cording to interviews with area
residents and state media. 

Wu said two of Yuan’s cousins
confessed that they had plotted
the ambush. There was some evi-
dence that Yuan’s brother, Yuan
Baoqi, had paid the cousins
about $22,500 to carry out the
killing, according to Wu and me-
dia reports.

During their investigation,
Wu said, Liaoyang police ar-
rested Yuan and held him in a
dog-training facility for four
months.

“He showed me gray, black
marks on his leg where he was
kicked,” Wu said. “That deten-
tion was illegal.”

Wu said police extracted
vague statements from the
businessman but no confession.

Yuan was born into a family of
five children in this old rust-belt
city where Russian and Japa-
nese soldiers battled in 1904. His
parents were poor factory work-
ers.

Yuan’s former teachers re-
counted how he worked hard at
school so that he could enter the
prestigious China University of
Political Science and Law in Bei-
jing. 

Fan Zhongxin, a former class-
mate of Yuan’s who now teaches
law in the central Chinese city of
Wuhan, recalled how Yuan put
himself through law school by re-
selling vegetables at construc-
tion sites from his three-wheel
cycle.

After graduating from law
school in 1989, Yuan found work
in the securities department at
China Construction Bank in Bei-
jing, a huge state-owned institu-
tion that paid modest salaries.
But in the early 1990s, Yuan
somehow secured enough
money to snap up state-owned

companies being cast off as part
of Beijing’s economic reforms.

Yuan’s company, Jianhao
(which is Chinese for “genius
power”), acquired one state-
owned enterprise after another,
using a sophisticated stock-pur-
chasing method that enabled it
to leverage assets, according to
media reports.

Within a few years, Jianhao
had 60 subsidiaries in industries
as varied as pharmaceuticals
and hotels, with assets totaling
$350 million. Newspaper reports
saluted Yuan for donating
$1.25 million to establish a schol-
arship for university students.
The boy who was known in
school for having a single, dirty
Mao jacket was traveling around
Beijing in a chauffeured Audi
limousine. 

In January 2005, after a day-
long public hearing, Liaoyang
City Intermediate People’s
Court sentenced Yuan to death.
On Oct. 9, Yuan’s sister learned
unofficially that her brother
would die five days later, accord-
ing to Beijing news media. 

But when that day came, a
court order halted the execution.
Yuan was described as jubilant.
He was seen at Liaoyang deten-
tion center, smiling as he chatted
with his wife and their only child,
a 3-year-old boy.

Within a few days, Chinese
media began reporting that
Yuan had escaped death be-

cause his wife — Zhuo Ma, a fa-
mous Tibetan dancer and a pro-
fessor at Central University for
Nationalities in Beijing — had
agreed to donate shares in an 
Indonesian oil field controlled by
Yuan’s Hong Kong company.

The first article appeared in a
widely distributed news maga-
zine, VIP Weekly. It claimed that
the shares were worth $6 billion.
Other media reports followed
with similar stories, saying Yuan
had bought his freedom. Soon,
Internet chat rooms were buzz-
ing. 

“I cannot breathe. Our law is
so pathetic,” said one online par-
ticipant. 

Said another: “Kill him! If
such a guy is not killed, they can-
not soothe the wrath of the
masses.”

Hong Kong public records
show Yuan’s company that re-
portedly owned the oil field
shares in question, Hong Kong
Huazhi International Co. But
the records contain no informa-
tion about the company’s hold-
ings, its ownership or value.

Before Yuan was executed,
Rupert Hoogewerf, founder of a
research firm in Shanghai that
publishes reports about China’s
wealthy, said he looked into
Yuan’s background. Hoogewerf
said he never included Yuan in
his annual China Rich List be-
cause he could never confirm
how much he was worth.

“If it was true” about his oil
field shares, Hoogewerf said, “he
was the richest man in China.”

Yuan’s lawyer said he didn’t
know whether China’s highest
court in Beijing had reviewed
Yuan’s case. The provincial high
court can carry out a death sen-
tence without Beijing’s consent.

“The evidence was inad-
equate. Yuan shouldn’t have
been executed,” said Mo Shao-
ping, a well-known criminal law-
yer in Beijing who did not know
Yuan but was familiar with his
case. 

Fan, Yuan’s former classmate
who is now a law professor, said
that by executing the business-
man, authorities took the prag-
matic approach. Even if Yuan
was allowed to report govern-
ment corruption, the masses
would have believed “that rich
people are special and that they
can buy life with money,” he said.

“When news of the $6-billion
donation was released, I knew he
was doomed to die,” Fan said.
“The government decided that
for the general social stability, it
should bribe the masses by giv-
ing him the death penalty.”

On March 11, Yuan was ex-
ecuted along with his brother
and a cousin. 

After the sentencing, family
members including Yuan’s wife,
Zhuo, pleaded that the men be
executed by injection, not gun-
shot. Thanks to a fleet of spe-
cially equipped police “death
vans,” authorities sometimes
grant that final wish, especially
when the convicted person’s
family can afford the lethal cock-
tail.

Since the execution, Zhuo has
gone into hiding. When con-
tacted by The Times through an
acquaintance, she sent a terse
message: “Thanks, but forget it.”

‘The government decided that for the general social stability, it should bribe
the masses by giving him the death penalty.’

Fan Zhongxin, a former classmate of Yuan Baojing’s who now teaches law

A Tale of Death and Corruption in China 
[China, from Page A1]
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IN COURT: Yuan Baojing, flanked by guards in Liaoyang in China’s Liaoning province, is
sentenced to death in March for his alleged involvement in the murder of a former police officer.

From the Associated Press

ISLAMABAD, Pakistan —
President Pervez Musharraf on
Friday amended an Islamic law
that would allow hundreds of
women charged with adultery
and other minor crimes to be re-
leased on bail. 

The much-awaited amend-
ment by Musharraf would free
1,300 women until their trials, the
minister for women’s affairs, Su-
maira Malik, told journalists. 

“President Musharraf has
taken a bold decision to protect
the rights of women and save
them from the misuse of Islamic
laws,” Malik said. 

The president previously
sought to reform Islamic laws on
blasphemy and women’s rights
but backed off because of strong
opposition in deeply conserva-
tive Pakistan. 

The president’s action Friday
was his first amendment of the
Hudood Ordinance, legislation
based on the Koran and Islamic
tradition. 

Since the ordinance was in-
troduced in 1979 by the late
dictator Zia ul-Haq, Pakistan
has had two parallel and some-
times overlapping legal systems:
one based on British common
law and another based on Is-
lamic law. 

Under the ordinance, women
can be sentenced to death by
stoning if found guilty of having
sex outside marriage. Drinking is
punishable with 80 lashes, theft
with the amputation of the right
hand. 

Such punishments have not
been carried out in Pakistan,
however, as courts within the Is-
lamic and secular legal systems
overturn each other’s decisions
in unresolved jurisdictional bat-
tles. 

Malik did not distribute cop-
ies of the amendment, which she
described as “a great step by the
government,” and said only that
Musharraf had signed it. 

Former Prime Minister Na-
waz Sharif, whom Musharraf
overthrew in a 1999 coup, made
an unsuccessful bid to base the
nation’s entire legal system on
the precepts of Islam. 

Rights groups say the ordi-
nance makes rape prosecutions
almost impossible because the
victim must produce four male
Muslim witnesses in court to
prove the charge. 

Pakistani Law Amended to Allow Bail
for Women Facing Minor Charges 

From the Associated Press

KANDAHAR, Afghanistan —
President Hamid Karzai on Fri-
day urged neighbor Pakistan to
stop militants from training on
its soil, as a coalition soldier was
killed in fighting in southern Af-
ghanistan. 

Karzai blamed foreign terror-
ists for a recent surge in violence
and called on Pakistan to dis-
mantle terrorist training
grounds on its soil. Pakistan, a
former Taliban backer and now a
key ally in the U.S.-declared war
on terrorism, denies granting
sanctuary to the militants. 

“A factor of instability is the
continuation of terrorists being
able to attack Afghanistan from
abroad who are equipped, fi-
nanced and sent to Afghani-
stan,” Karzai told reporters dur-
ing a visit to Japan. “I hope that
Afghanistan, Pakistan and the
region can cooperate much more
effectively and strongly, and
much more sincerely, to stop ter-
rorism and eliminate its sources
of training and financing.” 

In the latest bloodshed, mili-
tants Thursday attacked a coali-
tion convoy in Helmand prov-
ince, killing a soldier and
wounding another, said Air
Force Sgt. Chris Miller, a spokes-
man for the U.S.-led coalition.
Five militants died when coali-
tion forces returned fire, he said. 

Miller gave no details about
the soldier, but another official,
speaking on condition of ano-
nymity, said he was American. 

Afghan Leader
Urges Pakistan
to Stop Militants
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By Laura King

and Vita Bekker

Special to The Times

SAFAT, Israel — Israel
bombed Beirut’s airport early to-
day and sent troops and tanks
deep into Lebanon after guer-
rillas from the Shiite Muslim
group Hezbollah seized two Is-
raeli soldiers and killed eight
others in a meticulously planned
border raid. 

It was Israel’s first major of-
fensive in Lebanon in six years,
marking a return to a battlefield
that for many Israelis became a
quagmire. 

A wave of overnight Israeli
airstrikes in Lebanon killed more
than 20 civilians, officials said,
and an Israeli woman was killed
when Lebanese guerrillas fired
Katyusha rockets at the coastal
town of Nahariya. 

Israel confirmed that its air
force had struck Beirut’s airport
to halt air traffic to and from the
capital, saying that the airport
was used as a hub to transfer
weapons. It was unclear how
long the airport would remain
closed.

Israel’s thrust across its
northern border Wednesday left
it waging simultaneous warfare
on two fronts: in the Gaza Strip,
where nearly 80 Palestinians
have been killed during a 2-week-
old offensive that also began af-
ter the seizure of an Israeli sol-
dier, and in Lebanon, where
troops spent two decades locked
in a debilitating and inconclusive
conflict.

Israeli Prime Minister Ehud
Olmert described Hezbollah’s
raid as an act of war, for which he
said the Lebanese government
bore responsibility.

The ramifications threatened
to spread across the region. The
White House and Israeli officials
quickly cast blame on Syria and
Iran, Hezbollah’s patrons. 

“These are difficult days for
Israel and its citizens,” a grim-
faced Olmert told reporters.
“There are elements, to the
north and south, that are threat-
ening our stability and seeking to
test our determination. They will
fail and pay a heavy price.”

Israel is reeling from the cap-
ture of three soldiers in less than
three weeks. A 19-year-old Israeli
tank gunner, Cpl. Gilad Shalit,
was seized by Hamas-linked Pal-
estinian militants June 25 in a
raid just outside the Gaza Strip. 

At a triumphal news confer-
ence in south Beirut, Hezbollah’s
leader, Sheik Hassan Nasrallah,
said Israel would have to agree to
an exchange of prisoners if it
wanted its soldiers back.

“What we say is that these
hostages won’t be returned to
their homes except through one
way: indirect negotiations and a
swap,” Nasrallah said. “Let the
Israelis do whatever they want —
no military operation will result
in the return of the soldiers.” 

The incursion into Lebanon
coincided with heavy new fight-
ing in Gaza. By day’s end, at least
23 Palestinians had been killed
there, the biggest one-day death
toll of the offensive and the most
lethal day of clashes in the coast-
al strip in nearly two years.

The confrontation in Leba-

Israel Strikes Lebanon After 
Militants Capture 2 Soldiers 

Beirut airport is among
the sites targeted in
response to Hezbollah’s
cross-border raid, which
the prime minister calls
an act of war. 

Oded Balilty Associated Press

OFFENSIVE: Dust billows around Israeli soldiers as they fire artillery into southern Lebanon.

R E L A T E D  S T O R I E S

U.S.: A wait-and-see approach
no longer appears viable. A12
Mood: Israelis react with dread
and defiance. A13

[See Israel, Page A13]

By Don Lee

Times Staff Writer

SHANGHAI — Amid the tow-
ering glass-and-steel splendor of
the Plaza 66 mall — packed with
boutiques offering Dior, Prada,
Cartier and other luxury brands
— shop clerk Xu Junyuan idly
scratched his bald head as a lone
shopper browsed the deserted
aisles.

“I’m just bored,” said Xu, who
works at the jeans boutique Die-
sel.

At Fendi, black-suited clerks
yawned as they propped them-
selves against counters. At the
palatial Louis Vuitton shop next
door, a 7-foot-tall plasma televi-
sion played to no one.

In this populous city of fanati-
cal shoppers, Plaza 66 is what
some locals call a gui gouwu
zhongxin — a ghost mall.

The prices are so high that no
one buys much. But then, no one
really cares.

Just as Stalin erected Potem-
kin villages to display the glories
of communism to outsiders,
Shanghai is creating its own illu-
sion of prosperity out of the
world’s most luxurious brands.

Offering cut-rate rents to top-
tier fashion houses, this city of
about 18 million is determined to
make itself look like a world capi-
tal of high fashion.

And the Burberrys, Hermes
and Chanels are all too happy to
join in the charade.

“Most leading luxury brands
will need to have a flagship store
in Shanghai if only to put Shang-
hai along with London, Paris, Mi-
lan on their bags,” said Paul
French, founder and China chief
of Access Asia, a marketing re-
search firm in Shanghai.

The illusion is so thin that
some stores don’t bother to carry
much stock. Others may have
lots of clothes on the racks, but
they carry just one size: medium,
which is too big for most Shang-
hai women.

Some shops “don’t ring up a
single sale for days,” Xu said.

Before World War II and the
communist takeover in 1949,
Shanghai was often called the
Paris of the East — a fashionable
cosmopolitan city, the place to
be.

At its height in the 1930s, the
city was an international trading
center and money flowed in from
everywhere. Tens of thousands
of British, French, Germans,
Russians and Americans had
settled in the city — a legacy of
the first Opium War, when
Shanghai was carved up into
concessions. The foreigners
brought to this onetime farming
village elegant Art Deco archi-
tecture, haute couture, posh res-
taurants, dance clubs, brothels,
everything to satisfy the whims
of the rich.

The party ended in 1937 with 

C O L U M N  O N E

Illusions
on Sale in
Shanghai 
8 Just like the city, ‘ghost
malls’ aren’t what they
appear to be. High-end
stores attract few
shoppers, but image
trumps commerce. 

[See Ghost Mall, Page A10]

U.S., Other Key Powers
Give Ultimatum to Iran
Diplomats announce they will
seek sanctions against Tehran if
the regime does not suspend its
nuclear program. A7

Bush Lawyers Reject
Plans for Military Courts
A House panel is told that war
crimes trials in a military system
are unworkable. A20

Just Drive
Schwarzenegger signals support
for a ban on the use of hand-held
cellphones in vehicles. B1

S C I E N C E  N E W S

AIDS Pill Is Approved;
Chip Helps Quadriplegic
HIV drug needs to be taken only
once a day. Implant holds hope
for paralysis patients. A17, A16

Weather
Sunny and hot everywhere
except along the coast.
L.A. Downtown: 88/66. B12

Today’s Briefing......................A2
The World.....A4 The Nation .A16

INSIDE

Daniel Bardou Canal Plus

HIS TURN: French soccer
star Zinedine Zidane says
“nasty” taunts on the field led to
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World Cup ejection. D1

By Charles Ornstein

and Tracy Weber

Times Staff Writers

The liver transplant program
at USC University Hospital in
Los Angeles has one of the high-
est death rates in the nation,
with twice as many patients as
expected dying after their sur-
geries, according to data re-
leased this week.

The most recent statistics

show that 38 USC patients who
received new livers from January
2003 to June 2005 died within a
year of surgery — 19 more than
expected, according to the Scien-
tific Registry of Transplant Re-
cipients. The agency, which ana-
lyzes data on behalf of the federal
government, determines the ex-
pected rate for each center after
adjusting for such factors as pa-
tient age and condition and or-
gan quality.

The troubles at USC follow
scandals that forced the closure
of two other liver transplant pro-
grams in Southern California
last year: at St. Vincent and UCI
medical centers. But USC’s
reach is far greater: It performed
92 transplants last year, about
three times as many as St. Vin-
cent and UCI combined did in
any recent year. 

A review by The Times shows
that the one-year survival rate at
USC’s liver transplant center,
the third-largest in the state,
steadily dropped since at least
2002, hitting a low of 75.8% in the
new report. That is far below the
U.S. average of 86.6%. 

Just four adult centers na-
tionally had lower survival rates
over the same period.

USC’s rate also falls below
federal and state standards to
receive certification and funding
from government programs. The
Medicare program requires a
raw survival rate of 77%, and the
Medi-Cal program demands
80%.

Dr. Rick Selby, director of
USC’s liver transplant program,
said patients should not be
alarmed by its survival rate. 

“It’s clearly not because we
don’t know what we’re doing,” he
said, noting that the transplant
team has remained virtually un-
changed in recent years. In fact,
for a period, USC’s survival rate
was above the national average.

“We know what we’re doing,”
he said. “We don’t want to be
painted with a broader brush-
stroke as an incompetent pro-
gram.”

USC Center Is Latest
With Transplant Woes
University Hospital has
among the nation’s
highest death rates for
those receiving new
livers, data show. The
state plans to investigate.

[See Deaths, Page A18]
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By Megan K. Stack

and Rania Abouzeid

Special to The Times

BEIRUT — As Lebanon’s
largest political party and most
potent armed force, Hezbollah
has long been described as a
“state within a state” — a Shiite
Muslim minigovernment boast-
ing close ties to Iran and Syria.

But Wednesday’s move
across the border to capture two
Israeli soldiers went a step fur-
ther: Hezbollah acted as the
state itself, threatening to drag
Lebanon into a war.

The country’s elected govern-
ment was still in meetings
Wednesday, arguing over what to
say in public, when Hezbollah
chief Sheik Hassan Nasrallah
went before television cameras
with a pointed threat for the rul-
ing elite.

“Today is a time for solidarity
and cooperation, and we can
have discussions later. I warn
you against committing any er-

ror. This is a national respon-
sibility,” the cleric said, looking
every inch the head of state.

Any criticism over the cap-
ture of the two Israeli soldiers
would be tantamount to collud-
ing with Israel, Nasrallah said,
making it clear that he expected
citizens and officials to heed his
orders. 

“To the Lebanese people,
both officials and non-officials,
nobody should behave in a way
that encourages the enemy to at-
tack Lebanon, and nobody
should say anything that gives
cover to attack Lebanon,” he 

The Nation of Hezbollah
The militants’ raid is a 
sign that it sees itself as 
an independent force in 
Lebanon and beyond. 

[See Hezbollah, Page A12]

By Annette Haddad

Times Staff Writer

San Diego County kicked off
California’s housing boom six
years ago with dramatic price
rises and became one of the na-
tion’s hottest real estate mar-
kets. 

Now it has attained a more
dubious distinction: It’s the first
major California real estate mar-
ket to see its median home price
fall below year-earlier levels, ac-
cording to data released
Wednesday. 

Another once-sizzling mar-
ket, Los Angeles County, saw
home prices in June rise at their
slowest year-over-year rate since
2001.

San Diego County’s median
price — the point at which half of
all homes sold for more, half for
less — for new and existing
homes in June was 1% lower than
a year ago, a stark contrast to the
20%-plus annual gains it was
posting during the peak of the
boom two years ago, according to
data released by DataQuick In-
formation Systems, a La Jolla-
based real estate research firm. 

It was the first time the
county had suffered a decline in
year-over-year prices since July
1996, and means that many peo-
ple who have bought homes
since June 2005 have no equity
increases.

The question now is whether
the county’s slump is a harbinger
of an even deeper decline in
prices, or part of a “soft landing”
in which prices merely level off in
the near future.

Most analysts don’t expect di-
saster as long as the region’s 

Home-Price
Leader Sees
Slight Drop 

[See Homes, Page A21]

San Diego County set
the pace in the run-up.
The big question now is
how low will it go.

By Christine Hanley

and Megan Garvey

Times Staff Writers

FRESNO — At the Elbow
Room Bar and Grill, where for-
mer Fresno State basketball
coach Jerry Tarkanian used to
hold court and photos of legend-
ary sports figures hang from

paneled walls, patron Rick Miller
sat on a stool Wednesday and
ticked off the growing list of local
sports scandals.

There’s the point-shaving de-
bacle at Fresno State under Tar-
kanian, who arrived at his alma
mater three years after being
forced to resign from the Univer-
sity of Nevada, Las Vegas after it
incurred numerous NCAA viola-
tions. And the 2004 slaying of an
18-year-old woman near campus
by a former basketball star who
was trying to buy drugs. 

Now, the city is grappling with
the alleged gang rape of an 11-
year-old girl who ran away from a
group home Friday and ended
up the next night at a party full of
Fresno City College football re-
cruits.

Residents here say they are
heartsick over allegations that
as many as 10 men and teenagers
may have been involved in the at-
tack — and concerned for the girl
at the center of them. At the
same time, many here are weary 

Rape Case Is Latest Sports Scandal in Fresno 
Two community college
recruits are charged
with assaulting a girl, 11.

[See Fresno, Page A24]

By Jill Leovy

Times Staff Writer

Big, bad Rampart is no more.
Home to MacArthur Park, once
home to the city’s densest mur-
der cluster, the Los Angeles po-
lice division has undergone a
transformation so broad that for
the last two years, homicides per
capita have fallen to the citywide
average. 

Measured in murder, Ram-
part is now safer than Boyle
Heights and is nearly as safe as
the harbor area, a Times analysis
shows. Although a blue ribbon
report on policing in Rampart
credited the LAPD for the turn-
around, Rampart’s crime has
been falling in spurts for 15 years,

with the most dramatic shift in
the mid-1990s, before Chief Wil-
liam J. Bratton took over.

The change is especially strik-
ing because a high percentage of
Rampart residents are poor mi-
norities living in crowded and
unforgiving circumstances —
conditions linked to large homi-
cide figures elsewhere. 

Bratton can take credit for
“broken windows” policing in
MacArthur Park and the instal-
lation of surveillance cameras, 

[See Police, Page A22]

Ken Hively Los Angeles Times

INNOVATOR: Simon Lee, one of many who helped rehabilitate
the L.A. neighborhood, invested in a mall he called “the DMZ.”

A Complex Portrait of
Rampart’s Redemption

R E L A T E D  S T O R Y

Arrest: Officer at center of
scandal faces new charges. B1
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the Japanese invasion. After
World War II, the city endured
battles between the nationalist
army and communist forces.
When Mao Tse-tung emerged
victorious in 1949, Shanghai,
along with the rest of China, shut
itself off from the rest of the
world.

In the last decade, city lead-
ers have sought to regenerate
the lost hype in part to draw for-
eign investment. And they’ve
been largely successful, captur-
ing worldwide attention from the
media and others who gush
about Shanghai as Asia’s most
vibrant city, overflowing with
wealth and grandeur. Gleaming
malls like Plaza 66 have risen to
replace decrepit neighborhoods.

But Shanghai isn’t what it ap-
pears to be.

The Shanghai Stock Ex-
change boasts Asia’s largest
trading floor inside a 27-story
glass building modeled on the
Arc de Triomphe in Paris. But
the floor stays largely empty be-
cause trading is electronic, and
the stock exchange remains a
joke among serious traders for
its lack of transparency and in-
adequate regulations.

At a cost of $1.2 billion, Shang-
hai built the world’s fastest train
in 2003, which at a regular speed
of 267 mph beat out Japan’s bul-
let trains. But residents have
complained that the magnetic-
levitation train to Shanghai’s
largest airport is a white el-
ephant because it doesn’t run
during hours when many flights
arrive or depart. Although the
train’s hours were recently ex-
tended, passengers still have to
go to the outskirts of the city to
catch the train.

Shanghai has been host to an
international fashion model con-
test and a film festival, but they
draw few celebrities from outside
China. 

Shanghai’s upscale malls are
another daily reminder that
there is less to the city than
meets the eye. “Shanghai is a
dreadful retail market,” French
of Access Asia said.

Many of the well-to-do have
their assets locked up in prop-
erty, he said. Others are too busy
squirreling away money for
healthcare, retirement and their
children’s education — all signs
of a metropolis and a population
that are maturing.

Government officials who
worked with Hong Kong devel-
oper Hang Lung Properties to
build the five-story Plaza 66
know that the mall is hardly bus-
tling with people. 

“If you walk into Plaza 66, you
will find it cold and cheerless.
There’s hardly anybody,” said
Zhang Zuofeng, an economist
with the planning department at
Shanghai’s Jing An district gov-
ernment.

But he said that Plaza 66’s of-
fice tower was doing well and
that the complex generated
$80 million in taxes last year.

Terry Ng, Hang Lung’s execu-
tive director, acknowledged that
traffic wasn’t heavy. 

“Expensive items, man,” he
said, insisting that the mall is
profitable for the tenants and his
company. 

Jiu Guang City Plaza, another
Nanjing Road shopping center
near the 1,800-year-old Jing An
Temple, was so keen on attract-
ing Burberry, the upscale British
apparel maker, that it offered the
first year rent-free, brokers said.

Plaza 66 and other malls like
it in Shanghai “are solely a win-

dow for these brands,” said Chen
Jun, manager of commercial real
estate at Shanghai Hanyu Prop-
erty Agency.

“For Louis Vuitton, the dis-
trict and municipal government
singled out this brand for Plaza
66,” Chen said. So although it has
the best location on the first
floor, the French company en-
joys one of the lowest rental rates
per square foot. Other tenants
pay a percentage of their sales. 

Representatives of Burberry,
Louis Vuitton and other pre-
mium labels generally declined
to talk about individual store
sales or lease arrangements.
But, said Grace Chao, a spokes-
woman for Chanel in Shanghai,

“Not all brands are paying rent.” 
Chao wouldn’t comment on

the merchandise at the Shang-
hai store, saying that “each mar-
ket has its own strategy in terms
of buying.”

The real Chinese high-end
spending is taking place in Hong
Kong and in smaller mainland
cities such as Dalian and Shen-
yang in the north.

Managers at five-star hotels
near Plaza 66 talk in hush-hush
tones about the mall’s stores,
trading stories about high-end
customers being courted pri-
vately, flown for shopping week-
ends in Hong Kong, where there
are better selections, newer
styles and bigger savings. Luxury

goods there cost at least 10% to
20% less because Hong Kong
doesn’t have the duties, taxes
and special surcharges of the
mainland.

Among those who spend their
cash at Plaza 66 are so-called
rich wives’ clubs, groups of
women who come during week-
ends from Wenzhou and other
entrepreneurial hot spots in
Zhejiang or Nanjing provinces.
Another group of luxury custom-
ers: local Communist Party ca-
dres who buy items such as Mont
Blanc pens as gifts.

There are plenty of local nou-
veaux riches who aren’t bashful
about conspicuous spending.
But most know better than to
burn their money in Shanghai.

Tiffany Hua, a 25-year-old
yoga instructor and daughter of
a Shanghai restaurant magnate,
goes on shopping junkets to
Hong Kong three or four times a
year. She visits malls like Plaza
66 and Jiu Guang more often
than that, but mainly it’s to
browse and scribble model num-
bers for her next trip. 

Hua recently was sitting at a
coffee shop on Nanjing Road, a
stone’s throw from the gold- and
silver-lettered malls and bou-
tiques. 

She was wearing 1960s-styled
Prada sunglasses that she
picked up in Tokyo (they don’t
carry them in Shanghai, she
said) and a silver Cartier watch,
which she bought in Hong Kong
for $2,300 — about $900 less than
the price offered at Plaza 66.

“In Shanghai, it’s window-
shopping,” she said.

On a recent weekday mid-
afternoon, the mall was so quiet
that the clicking of shoppers’
heels could be heard on the syn-
thetic marble floor. On the shop-
ping center’s third and fourth
floors, one boutique clerk was
polishing her nails and others
were chatting or leaning on
counters.

Phoebe Lao, a 24-year-old
clothes designer, was one of the
few shoppers on the third floor.
She said she didn’t buy much
here because she preferred
clothes from cheaper labels. 

But she is a regular at Plaza
66. She likes the mall, she said,
because it’s one of the few places
in Shanghai that isn’t crowded. 

Cao Jun in The Times’ Shang-
hai Bureau contributed to this
report.

Illusions on Sale in Shanghai’s ‘Ghost Malls’
[Ghost Mall, from Page A1]

Don Lee Los Angeles Times

EMPTY EXTRAVAGANCE: Plaza 66, a high-end mall along Shanghai’s upscale Nanjing Road, houses many of the world’s most
famous luxury brands, including Dior. But among the bored clerks and the unsold merchandise, there are few customers to be found. 
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bristol, r.i. — A generation
ago, when Jim Wood of Chicago
was a 44-year-old rising star

among American museum lead-
ers, he got an invitation to come
west and brainstorm. Soon, he
found himself standing atop a
raw Brentwood hill, trying to
imagine the future of the J. Paul
Getty Trust and its young mu-
seum.

“They had to create a building
at the same time they were creat-
ing an institution,” Wood re-
called last week. “It had tremen-
dous potential, but there were
questions.” 

To build Getty’s quirky collec-

tion, trustees had hired Harold
Williams as president and John
Walsh as museum director and
bought the hilltop. The endow-
ment was $2.5 billion and grow-
ing. Big things were coming, and
Wood, who’d spent the last five
years scrambling to raise money
and revive the troubled Art Insti-
tute of Chicago, was “a bit envi-
ous.”

No more. On Dec. 4, the
Getty’s trustees named James N.
Wood king of that Brentwood 

The Getty’s answer man
The beleaguered trust’s
incoming chief is known
for his experience and
‘squeaky clean’ ethics.

By Christopher Reynolds

Times Staff Writer

[See Wood, Page A19]

Steven Nehl Oregonian

The search continued for two others missing on the Oregon volcano after a body was found in a
snow cave near the summit and a second cave nearby yielded only some climbing gear. Above,
medical workers take equipment to a shelter at the top of a ski lift near Hood River. NATION, A16

1 MT. HOOD CLIMBER FOUND DEAD

Tianjin, China

V
isitors to the Tang-
gu district adminis-
trative offices are
greeted by common
watchwords plas-

tered inside some public build-
ings: honesty, transparency, effi-
ciency.

Once they pass through secu-
rity, though, they’re often sur-
prised to find government offi-
cials working out in the gym,
splashing in the Olympic-size
swimming pool, playing cards in
the game parlor, shooting pool
or getting facials at the salon.

“When I first went into the
government building, I thought I
entered the wrong gate. This
building is fancier than high-end
hotels,” said Guiqiu, a local in
her 40s who, fearing reprisals,
requested that her family name
not be used. “I was so angry that
these officials are only thinking
about using our money to enjoy
themselves. If only they can use
the money to help ordinary peo-
ple.”

At a time when Beijing is
struggling with rampant govern-
ment corruption and a citizenry
suspicious of Communist Party
officials, the $40-million office
building in this northern coastal
city of 10 million has become a
symbol of what is wrong with
China’s government. Locals call
the complex fubai lou, or “cor-
ruption building.”

China’s central government
is aware that such extravagance
reflects broader problems that
are threatening the nation’s so-
cial fabric. Land grabs and other
lawless behavior involving local
officials have led to numerous
and sometimes violent protests.
Chinese scholars say corruption
in the party ranks has contrib-
uted to a crisis of trust.

President Hu Jintao and
other leaders fear that corrup-
tion could undermine the
party’s authority and the na-
tion’s recent prosperity. In re-
cent months, Hu and others
have cracked down on officials
suspected of abusing their
power. They have ousted a Bei-
jing vice mayor, Shanghai’s
party boss, a deputy com-
mander in China’s navy and
prominent provincial officials,
all on corruption allegations.

To appease the masses, Hu 
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China’s
official
opulence
Public servants enjoy
resort-style amenities in
many new government
buildings. Bureaucrats
get facials as citizens
steam over corruption.

By Don Lee

Times Staff Writer

[See China, Page A9]

Lakers fall to the
Wizards, 147-141
Washington’s Gilbert
Arenas, a graduate of Van
Nuys Grant High, scores
60 points. SPORTS, D1

Corporate earnings
soar, but not wages
Firms and investors, not
the rank and file, reap
gains from globalization,
cost cuts. BUSINESS, C1

‘ADD generation’
at a crossroads
After growing up with
attention-deficit disorder,
many young adults now
shun meds. HEALTH, F1
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Latest news: latimes.com
Complete Index: Page A2

7 685944 00050

Inside The Times

Kabul, Afghanistan

I
n the halls of justice here, almost every-
thing is for sale.

It can take one bribe to obtain a blank
legal form and another to have a clerk
stamp it.

Lawyers openly haggle in corridors and
parking lots over the size of payoffs. A new

refrigerator delivered to the right official might
help solve a long-running property dispute.

Court dockets don’t exist. The Koran, the basis
of Islamic law and also the Afghan legal code, is
often the only book on the shelves of poorly trained
judges. Even a 93-year-old man depending on the
courts to save his family home can be threatened

with jail.
As Afghans try to piece their legal system back

together after decades of war, many spend long
months shopping for justice in the gloomy corri-
dors of Kabul’s central courts complex. More than
90% of lower-court cases end up in the capital’s ap-
peals court, landing on the glass top of Judge Mu-
zafarddin Tajali’s large wooden desk.

A former Supreme Court justice, Tajali fled to
Pakistan when the Taliban seized most of the
country. Now he’s back, sitting in a high-back
swivel chair with the Chinese price tag still dan-
gling from the black upholstery, amid a dangerous
mess created by incompetence and corruption.

“In the whole

DEMOCRACY IN THE BALANCE
---- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Jean Chung For The Times

‘IT IS BRUTAL’: Khaliq Dad, 93, and members of his family are fighting to keep this
Kabul house he says he bought years ago. The courts haven’t seen it their way.

In Afghanistan, money
tips the scales of justice
The nation’s legal system is driven by bribes, and the
public’s disgust is stoking nostalgia for the Taliban.

By Paul Watson : times staff writer

Sixth in a series of articles about the new Afghanistan

[See Afghanistan, Page A10]

If the Lakers were the top
team in the NBA and had set a
league record for road victories,
all of Southern California would
be talking about it.

Lakers flags would be flap-
ping outside car windows. The
south wall of the Hotel Figueroa
across from Staples Center
would have those giant portraits

— maybe Bynum, Abdul-Jabbar,
Chamberlain. No first names
needed. Sports talk radio would
be ablaze with Lakers callers.
Sports bars would overflow with
fans cheering every jump shot
and roaring at every rebound.

The Ducks, whose Anaheim
home at the newly renamed
Honda Center is only 40 minutes
away, have the best record in the
National Hockey League. 

But there are no flags. No gi-
ant portraits. And their games
might not even be on the TV at
the local sports bar — Lakers,
Clippers, Bruins and Trojans
often take precedence. And in
the spring, add Dodgers and An-
gels to the list.

As they open another home-

The high-flying Ducks
just aren’t on our radar

Anaheim team is the
NHL’s best. But in local
popularity, it can’t rival
the Lakers or Dodgers.

By Helene Elliott

Times Staff Writer

[See Ducks, Page A17]

new york — For more than 200
years, the New York Stock Ex-
change has been the symbol of
American capitalism.

Now, it’s poised to go global.
The exchange’s parent com-

pany is nearing completion of a
$14-billion deal to buy Euronext,
an Amsterdam-based company
that runs securities markets in
five European capitals.

The combination would cre-
ate the first transatlantic stock
market and could become the
model for future mergers with
stock markets in Asia and
around the planet — a reflection
of the seismic forces that are re-
shaping financial markets.

“It’s evolving into a one-world
market,” said John Steele Gor-
don, an author and stock market
historian. “There’s not going to
be a U.S., a British or a Japanese
market. It’s just going to be ‘the
market.’ ”

An overriding goal of the
merger is to make it easier — and
potentially cheaper — for inves-
tors to buy and sell stocks and
other securities on the NYSE
and on Euronext’s markets in
Belgium, Britain, France, the
Netherlands and Portugal.

The exchanges plan to have a
single electronic stock-trading
platform within three years. The 

N.Y. STOCK
EXCHANGE IS
GOING GLOBAL
Creation of the first
transatlantic securities
market could lead to a
single world forum.

By Walter Hamilton

and Tom Petruno

Times Staff Writers

[See NYSE, Page A19]

washington — U.S. Special
Forces teams sent overseas on
secret spying missions have
clashed with the CIA and carried
out operations in countries that
are staunch U.S. allies, prompt-
ing a new effort by the agency
and the Pentagon to tighten the
rules for military units engaged
in espionage, according to senior
U.S. intelligence and military of-
ficials.

The spy missions are part of a
highly classified program that
officials say has better posi-
tioned the United States to track
terrorist networks and capture
or kill enemy operatives in re-
gions such as the Horn of Africa,
where weak governments are un-
able to respond to emerging
threats.

But the initiative has also led
to several embarrassing inci-
dents for the United States, in-
cluding a shootout in Paraguay
and the exposure of a sensitive
intelligence operation in East Af-
rica, according to current and
former officials familiar with the
matter. And to date, the effort
has not led to the capture of a
significant terrorism suspect.

Some intelligence officials
have complained that Special
Forces teams have sometimes
launched missions without in-
forming the CIA, duplicating or
even jeopardizing existing op-
erations. And they questioned
deploying military teams in
friendly nations — including in
Europe — at a time when combat
units are in short supply in war
zones. 

The program was approved
by Secretary of Defense Donald
H. Rumsfeld in the aftermath of
the Sept. 11 attacks, and is ex-
pected to get close scrutiny by
his successor, Robert M. Gates,
who takes over today and has
been critical of the expansion of
the military’s intelligence op-
erations.

Senior officials at the CIA and
the Pentagon defended the pro-
gram and said they would urge
Gates to support it. But they ac-
knowledged risks for the United
States in its growing reliance on
Special Forces troops and other
military units for espionage.

“We are at war out there and
frankly we need all the help that
we can get,” said Marine Maj.
Gen. Michael E. Ennis, who since
February has served as a senior
CIA official in charge of coordi-
nating human intelligence op-
erations with the military. “But
at the same time we have to be
very careful that we don’t dis-

U.S. SEEKS
TO REIN IN
ITS MILITARY
SPY TEAMS
Special Forces units
work in allied countries
and clash with the CIA.

EMBARRASSING INCIDENTS

Missions yield no key
terrorism suspects.

By Greg Miller

Times Staff Writer

[See Spying, Page A8]
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has eliminated taxes for farmers in the
countryside and pledged to deliver bet-
ter healthcare and education.

But in the eyes of many Chinese,
some of the most blatant examples of
corruption are the opulent government
office resorts that local party leaders
regard as must-haves. Using money
from land sales, taxes and China’s
booming economy, they sometimes
work to trump one another by erecting
buildings that are bigger and grander
than their neighbors’. 

In central China, Huangjin, a small
town along the Yangtze River, spent
nearly 10 times its annual budget of
$75,000 to construct seven Tiananmen-
like buildings along a slope. People
must walk up 21 flights of stairs — sig-
nifying the 21st century — to get to the
first level, then 90 more steps to reach
the meeting hall at the top.

Tai’an city in Shandong province,
about 270 miles south of Beijing, built
an $80-million white palace at the foot
of Mount Tai. Fountains set to music
are adorned with 2,480 lights and shoot
water 200 feet into the air.

Huiji district’s complex in Zheng-
zhou, the capital of Henan province, is
even grander: futuristic and domed
buildings on 85 acres landscaped like a
theme park, with waterfalls, arch brid-
ges and artificial lakes. 

Such extravagant displays are ap-
palling to Ren Yuling, a standing com-
mittee member of the Chinese People’s
Political Consultative Conference, an
advisory body to China’s legislature.
Ren says they are wasteful and a strain
on government budgets. He has sub-
mitted proposals in the last two years
for Beijing to limit such behavior.

“The reason I proposed that was be-
cause I saw government buildings were
too luxurious while many schoolrooms
were still leaking,” Ren said. The pro-
posals have gone nowhere. 

The Tanggu district building that
has raised hackles in Tianjin consists of
twin 25-story towers connected by a
skywalk. Some locals snicker that the

towers and skywalk look like two liquor
bottles connected by a carton of ciga-
rettes — common gifts to party cadres. 

The front entrance to the towers ap-
pears intimidating. Visitors must climb
scores of steps to reach the doorway.
Emblazoned at the top of the facade is
the Communist government’s red seal
with five stars. On a recent afternoon, a
group of homeowners made their way
up the stairs to protest forced reloca-
tions. They were peacefully escorted
away by police. 

Locals are urged to enter the build-
ing through the back, where they are
screened by white-gloved security offi-
cers. Only a couple of floors are open to
the public. A side door leads to most of
the recreational facilities. 

Li Xinde, an anti-corruption activist
from Anhui province, said he asked lo-
cal government leaders whether he
could see the building after Tianjin resi-
dents contacted him. He was allowed to
visit on a Saturday afternoon in the
summer when the facility was virtually
empty.

Li said no one was using the four
professional snooker and billiard tables
or sitting on the bright orange specta-
tor seats around the eight pingpong ta-
bles. He said signs pointed to a shuffle-
board game room and an indoor golf
practice center. Officials told Li they
could not show him the swimming pool
because they did not have the keys. But
people who have seen it say it is larger
than the one at the $200-a-night Shera-
ton across town. Some have taken pic-
tures of it, which Li posted on his blog
before the online journal was shut
down.

“Government staff are the people’s
servants. Why do they need a swim-
ming pool?” Li asked. With such build-
ings, he added, “the government is
pushing ordinary people further and
further away. That is corruption. Ordi-
nary people won’t trust them because
the government is using money from
the blood and sweat of workers for their
enjoyment.”

Tanggu district is a key part of an in-

dustrial port zone. National leaders
want to develop Tianjin, which lies 90
miles southeast of Beijing, into an eco-
nomic powerhouse in the mold of
Shanghai and Shenzhen in the south.

Like Shanghai, Tianjin reflects its
colonial past, with Western architecture
and sections that were once occupied
by Britain, France and Germany,
among other foreign powers. Under
Communist rule, Tianjin for many
years was burdened by hulking state-
owned factories producing steel, chemi-
cals, textiles and paper. 

But in the last decade, the city’s port
has roared to life behind investments
from giants such as Motorola Inc., To-
yota Motor Corp. and Samsung Corp.
Airbus said recently that it would as-
semble its A320 jets here.

Tianjin also happens to be the
hometown of Wen Jiabao, China’s pre-
mier, and the city’s mayor, Dai Xian-
glong, is former governor of China’s
central bank. They and other party
leaders have taken a special interest in
the development of this coastal area.

But as in other Chinese cities, the

rich-poor gap here is widening. La-
borers complain that party cadres and
bureaucrats ignore their pleas for bet-
ter housing, healthcare and jobs. They
say the “corruption building” is a con-
stant reminder that their leaders don’t
care.

A Tanggu government spokesman
dismissed criticisms that leaders were
out of touch and that they were wasting
taxpayer money and loafing on the job.

But Zhu Zhenming, the press direc-
tor of Tanggu district, declined to com-
ment on the amenities in the building
beyond saying that the swimming pool
was meant to be used as a reservoir for
fire prevention.

He referred questions to the city’s
foreign affairs bureau, which did not re-
spond to inquiries. In previous news re-
leases, Tanggu district said the twin
towers housed 33 government bureaus
and 10 other agencies. More than 700
people work in the marble halls, it said. 

On a recent afternoon, some work-
ers were on the plush-carpeted eleva-
tors heading for the ground floor, ping-
pong paddles in hand. Others emerged
from locker rooms, their hair dripping
wet from showers. Employees at the sa-
lon said afternoons were busy. A hair-
cut is just 60 cents for government
workers, half the regular price.

Trudging across the street from the
building were peasants pushing wagons
filled with recyclable goods and mi-
grant workers with heavy bags slung
over their shoulders. One man in his
40s, an engineer from northeastern
China, said everybody knew about the
lavish facilities. “I heard it’s the corrup-
tion building,” he said.

A local middle-aged resident had a
look of disgust on her face. She said,
“We struggle to eat.” 

don.lee@latimes.com

Officials groom as masses fume

Don Lee Los Angeles Times

LUXURY: A government building in Tianjin, China, contains a large
swimming pool, a beauty salon and other amenities for officials. 

[China, from Page A1]

To see recent Column One articles, visit
latimes.com/columnone.
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baghdad — A defiant Saddam
Hussein was hanged at dawn to-
day in a secret concrete death
chamber here as the Muslim call
to prayer echoed over the capi-
tal.

Hussein and 14 Iraqi govern-
ment representatives were flown
by helicopter to the site, accord-
ing to Iraqi High Tribunal Judge
Munir Haddad. Guards escorted
Hussein into the room, where he
denounced the West and Iran. 

Hussein then climbed the
high ladder to the gallows.

As his executioners placed a
noose around his neck, Hussein
blanched but betrayed no emo-
tion, Haddad said. 

Hussein refused to wear a
hood.

The charged silence that set-
tled over the execution chamber
was broken by an exchange be-
tween Hussein and four guards,
who were apparently followers of
Muqtada Sadr, the militant Shi-
ite cleric whose father was killed
by Hussein. 

“Muqtada Sadr!” they cried
out. 

Hussein scoffed in reply.
His last word was a sarcastic

“Muqtada,” Haddad said. “And
then he was hanged.” 

No cleric was provided. But as
Hussein’s life ebbed away, Had-
dad said, some of those present
uttered a Muslim prayer often
used by Shiite congregations to
express gratitude: “May Allah
bless Muhammad and his de-
scendants.”

The deposed Iraqi president
had been convicted of crimes
against humanity Nov. 5 for the
killings of 148 men and boys from
the town of Dujayl after a 1982 as-
sassination attempt — a com-
parative handful among the tens
of thousands of Iraqi deaths for
which he was responsible during
his nearly four-decade rule. 

His execution officially ends a
bloody chapter in this nation’s

history but is not expected to
quell the sectarian civil war and
violent insurgency that have
racked the country since his
overthrow by an American-led
invasion in 2003. 

As news of the execution
spread, some Iraqis here cele-
brated with the customary gun-
fire into the air, and television
channels broadcast Hussein
retrospectives complete with
film of his many victims. 

The hanging was photo-
graphed and videotaped, in part
to provide proof in this rumor-
driven society that the former
dictator was truly dead, Iraqi TV
also reported. But such docu-
mentation was not immediately
made public.

The deposed Iraqi president’s
death warrant was signed Friday
by the nation’s two vice presi-
dents, and execution witnesses
gathered in Baghdad’s heavily
fortified Green Zone, according
to an Iraqi official with knowl-
edge of the proceedings. The
hanging took place in an intelli-
gence facility in northwest Bagh-
dad. 

U.S. officials said Iraqi Prime
Minister Nouri Maliki met with
Cabinet officials and other politi-

HUSSEIN EXECUTED — AND IRAQ BRACES 

Iraqi High Tribunal/File Photo

HANGED: U.S. officials said they were surprised by Iraq’s rejection of Saddam
Hussein’s appeal and by its decision to push for his swift execution. 

The deposed tyrant declines to
wear a hood and shows no remorse
in the death chamber. Violent
reprisals by Sunnis are expected. 
By Molly Hennessy-Fiske 

and Solomon Moore

Times Staff Writers

[See Execute, Page A11]

T
here are a billion
people on the Inter-
net, and perhaps
someone, somewhere,
had a kidney to spare.

“19 yr. old daughter needs O
kidney,” Karol Franks typed,
specifying the proper blood type.

Her eldest child, Jenna, had a
rare defect that destroyed her
kidneys. She had been undergo-
ing dialysis for more than year,
tethered to a machine three
days a week, three hours a day,
to filter toxins from her blood.

Exhausted after each ses-
sion, Jenna usually retreated to
her bedroom. “I’m fine,” she
would tell her mother before
climbing the curving staircase of
their spacious home.

Her daughter’s youth was
slipping away, Karol thought.

No friends or relatives were
found to be acceptable matches
for a transplant. Kidneys from
cadavers are allocated primarily
to those who have waited the
longest, and Jenna was at least
five years from the top of the re-
gional transplant waiting list.
Karol thought of getting an or-
gan from one of her other chil-
dren, but at 16, 14 and 9, they
were deemed too young to do-
nate.

With no alternatives, Karol
last year turned to the Internet,
though she couldn’t imagine
why someone would want to give
a kidney to a stranger.

Money, guilt, salvation?
Karol continued typing:

“Please consider donating a kid-
ney so she can get off dialysis.”

Her husband, Ed, was skepti-
cal. He didn’t place much hope
in the Internet, full of scammers
and kooks.

Disabled by a back injury, Ed 
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A test of
faith in
strangers 
Jenna Franks needs a
new kidney but is too far
down the transplant list.
Her mother’s Internet
plea brings frustration,
disappointment, hope. 

By Alan Zarembo

Times Staff Writer

[See Kidney, Page A14]

palm desert, calif. — The
first tribute to Gerald R. Ford
was as quiet and simple as his life
beyond the White House — a pri-
vate family prayer service Friday
in an austere desert church, fol-
lowed by a somber line of friends,
dignitaries and just plain Califor-
nians paying their final respects
in the shadow of the San Jacinto
Mountains.

As the nation began nearly a
week of official mourning for its
38th president, there were no 21-
gun salutes or rifle volleys here in
the Coachella Valley, no taps, no
flyovers to disturb the stillness,
no missing-man formation, no
riderless horses, no ceremonial
caissons.

Instead, the usually bustling
neighborhood — home to St.
Margaret’s Episcopal Church,
where the Fords have worshiped

for nearly three decades — was
eerily silent for most of the day,
its streets blocked off and envi-
rons patrolled by Secret Service
agents, Riverside County sher-
iff ’s deputies, local police and
bomb-sniffing dogs.

There will likely be more
pomp and circumstance when
the presidential plane bearing
Ford’s body touches down out-
side Washington today, when

statesmen gather Tuesday at the
National Cathedral for the presi-
dent’s official funeral, and when
the Michigan stalwart is flown
home for burial Wednesday at
his Grand Rapids presidential
museum.

But Friday was as calm as
Ford’s presidency was tumultu-
ous. The Vietnam War, the
Watergate scandal, the contro-

A quiet,
personal
farewell
The public pays its
respects in Palm Desert
after simple rites for
Gerald Ford, who never
stood on ceremony.

By Maria L. La Ganga 

and Jonathan Abrams 

Times Staff Writers

[See Ford, Page A23]

Allen J. Schaben Los Angeles Times

MOURNING: Former First Lady Betty Ford, on the arm
of Gen. Guy Swan, and her daughter Susan watch as the
former president’s casket arrives at St. Margaret’s.

RELATED STORY

Death unlikely to
bring in a new era
The execution’s
consequences in Iraq and
the U.S. probably will be
limited. WORLD, A7

hongcun, china — The Ming
and Qing dynasties built this
town at the foot of China’s famed
Yellow Mountains. More than
600 years later, “Crouching Tiger,
Hidden Dragon” put it on the
map.

Since the hit movie was
filmed here, thousands of tour-
ists have traipsed through flag-
stone streets to resident Wang
Qingping’s cedar house to see

Moon Pond and ancestral halls
as impressive as those in Bei-
jing’s Forbidden City.

To keep the tourists happy,
the local government banned
Wang, 66, and other villagers —
many of them tea farmers —
from opening their windows and
raising pigs in the town.

“I feel powerless,” Wang said.
He and the 1,400 residents of

Hongcun are mere props in
China’s tourism boom. The
Asian giant is riding a tourism
wave thanks to a runaway econo-
my and a worldwide fascination
with the rapidly developing na-
tion. People are flocking to see
the Great Wall, the ancient terra
cotta warriors in Xian and lesser-
known relics, such as Hongcun in
south Anhui province.

But the hefty admission fees 

Soaring tourism,
hidden dollars 
A Chinese village made
famous by a hit film
rakes in millions. But
residents see little of it. 

By Don Lee

Times Staff Writer

[See China, Page A5]
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Bryant scores 58 in
L.A.’s triple-OT loss
The Lakers drop a tough
one to the Charlotte
Bobcats, 133-124, despite
the third-highest point
total of Kobe Bryant’s
career. SPORTS, D1

AT&T’s merger with
BellSouth is OKd
The $86-billion deal, the
biggest in telecom history,
gives AT&T dominance of
local phone service in
California and 21 other
states. BUSINESS, C1 7 685944 00050

Inside Today’s Times

Apple Computer Inc. on Fri-
day cleared Chief Executive
Steve Jobs of wrongdoing re-
garding its improper handling of
stock options, but new details
from an internal investigation
only fueled controversy.

The company revealed that
Jobs “was aware or recom-
mended” the selection of favor-
able dates for stock options
awarded to other executives, al-
though he didn’t personally
profit or “appreciate the ac-
counting implications” of the
practice, according to a filing
with the Securities and Ex-
change Commission. Previously,
the Cupertino, Calif.-based tech-
nology giant said only that Jobs
had been aware of the backdat-
ing but didn’t personally benefit
from it. 

Apple also disclosed that a
special board meeting in which
directors were said to have ap-
proved an improperly dated op-
tion grant to Jobs never took
place.

The disclosures could mean
that questions regarding the
backdating of options at Apple
and Jobs’ role in it won’t go away
any time soon, despite the com-
pany’s effort to put the matter to
rest, an industry expert said. 

“The company is desperately
trying to make us believe that
just because [Jobs] wasn’t self-
dealing directly and because
they’ve come clean and done a
thorough investigation, that this
is OK,” said Christopher Whalen,
managing director of Institu-

APPLE REPORT
FAILS TO END
CONTROVERSY
CEO Jobs is cleared, but
questions remain about
his role in option grants. 

AL GORE SIGNS OFF

By Martin Zimmerman

Times Staff Writer

[See Apple, Page A28]

Saddam Hussein, who ruled Iraq with ruthless
force and led his people into three devastating wars
while pursuing his goal of dominating the Arab
world, cast a large shadow over world events and
the nation that he controlled for most of the last 30
years.

Though never an army officer, he frequently
wore military uniforms and styled himself as a fear-
less strategist and warrior. The wars he started
cost more than 1 million lives, but he never won any
of them and lived in constant fear, seldom sleeping
in the same palace two nights in a row and employ-
ing look-alikes to foil assassination attempts.

Nearly four years after U.S.-led forces toppled
his Baath Party regime and a little more than three
years after he was caught hiding in a hole in the
ground near his hometown, his death further shuts
the door on an era of secular Arab nationalism, now
being eclipsed throughout the Middle East by Is-
lamist ideas and leaders.

Hussein took with him to the grave a trove of se-
crets. The former Iraqi leader allegedly ordered as-
sassinations abroad and used his country’s vast oil
wealth to curry favor with Middle Eastern govern-
ments while maintaining undercover dealings with
intelligence services throughout the region and the
West.

One famous photograph shows Hussein shak-
ing hands with Donald H. Rumsfeld in 1983, who
served as an informal en-

Saddam Hussein: 1937 - 2006

Violence marked
his rise, rule and fall
By Borzou Daragahi and David Lamb

Special to The Times

[See Hussein, Page A8]
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We are Southern California’s largest mattress retailer. That means...We Pay Less So You Pay Less!
Los Angeles County
Burbank 1563 North Victory Place (818) 729-1876
Cerritos/Artesia  12611 Artesia Blvd. (562) 809-5707
Commerce/Montebello (Clear. Ctr.)
2202 S. Garfield Ave. (323) 888-1199
Culver City/Marina Del Rey
5701 Sepulveda Blvd. (310) 915-0098
East Los Angeles (Clear. Ctr.)
5700 Whittier Blvd. (323) 838-6975
Glendale/Burbank 101 N. Central Ave. (818) 548-4600
Glendora 1331 South Lone Hill Ave., Ste. 200 (909) 305-8676
Huntington Park (Clear. Ctr.)
6320 Pacific Ave. (323) 588-6488
La Brea/Beverly 145 N. La Brea Ave., Suite D (323) 937-9167
La Cienega/Melrose
8500 Melrose Ave., #101 (310) 360-0315
La Cienega/Beverly 8413 Beverly Blvd. (323) 658-5544
La Mirada/La Habra 1331 West Imperial Hwy. (562) 691-3655
Long Beach 2137 Bellflower Blvd. (562) 986-1400

Orange County
Brea/La Habra 1331 W. Imperial Hwy. (562) 691-3655
Brea 403 W. Imperial Hwy., Suite A (714) 256-4137
Costa Mesa/Newport Bch 257 E. 17th St. (949) 548-1250
Irvine 3881 Alton Pkwy. (949) 250-7057
Laguna Niguel/Aliso Viejo
27995 Greenfield Dr., Unit B (949) 448-0650
Orange/Tustin 1915 North Tustin Ave. (714) 998-3200
Riverside/San Bernardino County
Chino Hills 4004 Grand Ave., Unit B (909) 902-9010
Corona 390 North McKinley St. #116 (951) 371-3607
Fontana - GRAND OPENING! 
14940 Summit Ave. #100 (909) 803-5770
Ontario 765 North Miliken Ave. (909) 944-7787
Rancho Cucamonga 
11010 Foothill Blvd., Unit A (909) 476-0228
Temecula 40788 Winchester Rd. (951) 296-2194

Ventura County
Oxnard 355 West Esplanade Dr. (805) 988-1878
Simi Valley 1377 E. Los Angeles Ave. (805) 527-8234
Thousand Oaks/Westlake
799 Thousand Oaks Blvd. (805) 497-6844
Ventura/Oxnard 4221 East Main St., #C (805) 642-9678

San Diego County - With 8 Stores to Serve You!

STORE HOURS: 
M-SAT 10AM-8PM  • SUN 11AM-7PM

Long Beach/Town Ctr 7607 Carson Blvd. (562) 429-5644
Manhattan Beach 5366 W. Rosecrans Ave. (310) 297-0817
Monrovia/Duarte 1601 S. Mountain Ave. (626) 358-6968
Northridge - 9025 Tampa Ave.GRAND OPENING! (818) 773-3973
Palmdale - GRAND OPENING! 
39522 10th St. W., Unit B (661) 224-1118
Pasadena/Arcadia 60 South Rosemead Blvd. (626) 683-0600
Pasadena/Arcadia 865 East Colorado Blvd. (626) 564-1685
Reseda 19415 Victory Blvd - GRAND OPENING! (818) 345-1034
Santa Monica 1529 Wilshire Blvd. (310) 576-7712
Signal Hill - GRAND OPENING! 
2530 Cherry Avenue (562) 490-4819
Studio City 12205 Ventura Blvd. (818) 760-8427
Torrance/Redondo Bch 18521 Hawthorne Blvd. (310) 542-9000
Torrance/Redondo Bch
18605 Hawthorne Blvd. (310) 371-3388
West Covina - GRAND OPENING! 
2753 Eastland Center Dr., Ste. 1106 (626) 967-7447
Westwood/Beverly Hills 10865 W. Pico Blvd. (310) 446-0097

*Applies to same mattresses prior to delivery. Will meet any advertised price on any Stearns & Foster, Internet, Trueform,Tempurpedic models prior to delivery. Excludes closeout, special purchases, exchanges, floor samples, warranties, miss-matched, discontinued and one of a kind items. Must present competitors current ad or invoice. **2 Hour Delivery valid on in stock
merchandise additional fees may apply. ***Free delivery (local delivery $49.95) on orders of $689 or more placed by 2 PM. Can not be combined with any other offer or discount. Not good on prior sales. ****First come first serve, must see stores for details. † Available only with the purchase of a mattress pad. Excludes closeout, special purchases,  exchanges, floor samples,
warranties, miss-matched, discontinued and one of a kind items. ††Sleep Free For One Full Year: 12 months no payment, no interest option. It will apply to purchases of $689 and up, charged with approved credit to your Mattress Gallery card issued by Wells Fargo Financial National Bank. The no interest option means that there is no interest if your purchase is paid in full
within 12 months after the date of purchase. Otherwise, interest accrues from the date of purchase at the regular APR. The APR may vary. The regular APR is 24.90% as of 6/01/06. Other financing plans available for purchases under $689. 1-800-Mattress® is independently owned and operated by Gallery Corp. Offer expires 1/29/07.

Hurry...Sale Ends Soon!

30%30%
toto

60%60%
offoff

30%30%
toto

60%60%
offoff

BLOWOUT SALEBLOWOUT SALEBLOWOUT SALEBLOWOUT SALE

Shop at 
Home...

Call, Click or 
Come In

2 Hour
Delivery
Window

Available**

Sleep 
Free

For One 
Full Year! † †

Your 
Comfort

Is
Guaranteed! †

Your 
Neighborhood

Sleep Store
With Over 50 

Stores to Serve You

Price 
Guarantee*

We’ll BEAT Anyone’s
Advertised Price

by 20%

$169
Twin Sets

As Low As...

EXCXCLUSLUSIVIVE E 
OFFFFER

SASAVE 40%E 40%

Twin, Set

NOW

Full Set $249

Queen, 2-pc. Set $269

King, 3-pc. set $469

$389
Queen 

Pillow Top Sets...

Queen, 2-pc Set

WAS NOW

Twin, each pc. $389 $289

Full, each pc. $469 $369

King, 3-pc. set $689 $589

$489
Queen, 2-pc Set

WAS NOW

Twin, each pc. $689 $389

Full, each pc. $769 $469

King, 3-pc. set $1189 $789

$549

Pillow Top,
Plush or Firm
Triple Choice

Queen, 2-pc Set
WAS NOW

Twin, each pc. $489 $389

Full, each pc. $589 $529

King, 3-pc. set $889 $789

Plush

$1489
Plush Euro
Pillow Top

Queen, 2-pc Set
WAS NOW

Twin, each pc. $1389 $1189

Full, each pc. $1669 $1469

King, 3-pc. set $2289 $2089

$999
Queen, 2-pc Set

WAS NOW

Twin, each pc. $1189 $789

Full, each pc. $1469 $949

King, 3-pc. set $2489 $1449

delivery, set-up 
and removal with 
any mattress or
set $689 or up. * * *

Mattress Gallery Exclusive Mattress Gallery Exclusive

that tourists fork over often end
up in the pockets of politically
connected companies. These
businesses have secured access
to priceless temples, tombs,
grottoes and other antiquities
from Beijing to the far western
borders in Tibet.

Like land grabs that have
plagued rural China, these deals
are cut quietly between
businesspeople and local party
bosses. Chinese and Western
conservationists say villagers are
left out of these negotiations and
alienated from their heritage.
Some can no longer freely visit
temples or use buildings and
land that have been in their fami-
lies for generations.

A few years ago, Zhongdian
Qianhushan Ecotourism Devel-
opment Co. secured rights to
build a tourist resort near Jisha
Village in southwest China. The
resort would be a gateway to sa-
cred Tibetan mountains, which
command breathtaking views of
alpine lakes and lush meadows.

Zhongdian persuaded dozens
of Tibetan families who raised
yaks for a living to turn over their
traditional lands. The illiterate
villagers couldn’t read the details
of the contract that they had ap-
proved with their fingerprints.

They later learned that high-
ways would replace their prime
pastures. For that, they would
receive an annual payment of
$31,000 to $50,000.

“I don’t object to tourism
companies being involved in de-
velopment,“ said He Xuzhong,
founder and director of Beijing
Cultural Heritage Protection
Center, a nongovernmental or-
ganization. “But they should re-
spect cultural relics and take
care of locals. Regrettably, many
cases are not like that.”

The company that runs
Hongcun’s tourist operations,
Beijing Zhongkun Investment
Group, raked in more than

$600 million last year from oper-
ating historical sites and other
businesses. 

It is controlled by Huang 
Nubo, a former Communist
Party Propaganda Department
section chief who, with an esti-
mated net worth of $531 million,
was ranked by Forbes magazine
as one of China’s richest people.
The Beijing University graduate
is a top administrator at an arm
of the Ministry of Construction,
one of the agencies responsible
for preserving historical sites. 

Huang first signed a pact
with Hongcun’s government in
1997. Last year, the village had
more than 530,000 visitors, col-
lecting ticket sales of $2.3 million.
Of that amount, two-thirds went
to Beijing Zhongkun and most of
the rest to county and town gov-
ernments. The villagers’ share:
about $90 per person.

On a recent afternoon in
Hongcun, tour groups alighted
from buses in a dirt parking lot
furnished with a toilet and a
wooden ticket booth. Signs in
English, Chinese and Korean
helped them navigate the village,
about the size of Walt Disney
Co.’s California Adventure
theme park. 

The visitors jammed onto an
arch bridge, snapping pictures of
giant lotus leaves swaying below,
before passing through Hong-
cun’s high walls. 

Once inside, tourists gazed at
Hongcun’s famous water system,
which runs alongside each house

so that residents can draw water
for cooking and washing. The
stream flows into the moon-
shaped pond in the center of
Hongcun, then out into farm-
lands. 

Wang, a retired engineer, sat
in the courtyard of his 220-year-
old Qing Dynasty home that he
inherited from his father, who in-
herited it from his own father.

Mythical figures, animals and
plants were exquisitely carved
on brackets, lattices and arches
in the interior of the two-story
house. In the central hall, Wang
often serves locally grown green
tea to visitors before leading
them up to see the second-floor
veranda that runs around the
courtyard. Wang borrowed
$25,000 from relatives in recent
years to put in new columns and
make other repairs.

In 2000, Ang Lee’s “Crouching
Tiger, Hidden Dragon,” a martial
arts love story starring Zhang 
Ziyi, brought fame to Hongcun
when it played to packed thea-
ters around the world, winning
four Academy Awards. The
movie was filmed here to reflect a
traditional Chinese village.

Later that year, the United
Nations named Hongcun a
World Heritage Site, for its “out-
standing example of traditional
human settlement . . . in har-
mony with the natural environ-
ment.”

The morning after the United
Nations’ announcement, Hong-
cun residents gathered under

400-year-old ginkgo and pine
trees at the gates of the village.
They shot off firecrackers to cele-
brate.

About 33 of the 830 sites on
the United Nations Educational,
Scientific and Cultural Organi-
zation list are in China. Beijing
has 60 sites on a tentative list to
receive the designation, which is
promptly placed in marketing
brochures. 

Wang Tongfu, a stout 74-year-
old who operates a souvenir
stand here, said that two dec-
ades ago Hongcun attracted sev-
eral thousand people a year.
Nowadays, villagers see that
many visitors in a single day.

Wu Binshen, a 28-year-old
from Shanghai, said he fell in
love with Hongcun on his first
visit in early 2001. The crowds
weren’t so thick then and vil-
lagers were friendly.

Wu has returned every few
months, but he has heard more
grumblings from residents:
about their low incomes, pollu-
tion in the waterway and rude
tourists swarming their houses. 

The last time Wu visited, he
paid $10 for admission. He was
infuriated to learn that residents
got a only tiny fraction of that
amount. “That’s not reason-
able,” he said. 

Some residents fought back.
In 2000, more than 600 of them
signed petitions. They wrote let-
ters to Beijing. None was an-
swered. They sued, but the local
court refused to hear them.

Protests pushed the local gov-
ernment, Yi County, and
Huang’s company to boost vil-
lagers’ share of ticket revenue in
2001 to 8% and to set aside 20%
for a county heritage protection
fund.

But residents say they don’t
know where that went. 

“Some of the houses are shak-
ing,” village head Wang Juyuan
said. She estimated that two
dozen houses needed urgent at-
tention. “We haven’t received a
penny.”

Hu Ruilin said he could have
used some money from gate re-
ceipts. Two years ago, the roof of
his family’s ancient house col-
lapsed. Tiles came crashing
down. Hu, 59, said he couldn’t af-
ford to fix it. So he and his wife
and two sons moved into a flat-
roof concrete dwelling on the
edge of town. 

Li Anchun, Yi County’s tour-
ism chief, said that officials dis-
tributed 20% of ticket sales for
preservation efforts last year but
he couldn’t provide details.

“Ordinary people always
want more . . . . but we govern-
ment have to consider various
aspects and combine long-term
tourism development with local
people’s interest,” Li said.

Residents of Hongcun blame
the local government and cor-
ruption for their problems.

But Huang, the 50-year-old
chairman of Beijing Zhongkun,
scoffed at that allegation. He de-
nied that he or his company re-

ceived special favors from gov-
ernment officials.

Huang said he first invested
in the village because the head of
Yi County then was an old friend
and wanted to develop tourism
to help lift the farming area out
of poverty. Huang said he had 
reinvested all the profits from
Hongcun and plowed in much
more to develop and market 
hotels and other attractions
here.

Beijing Zhongkun has tour-
ism projects around the country:
stone villages and ancient tombs
along the old Silk Road in Xin-
jiang region; hunting and skiing
resorts in inner Mongolia; and
ancient towns and temples in
Mentougou in west Beijing.

After being criticized by
UNESCO for poorly managing
its cultural relics, the central
government in Beijing issued an
order in 2002 that prohibited
companies from operating the
nation’s heritage sites.

Authorities have curtailed de-
velopment of some historical at-
tractions, including projects op-
erated by Beijing Zhongkun. But
overall enforcement is weak.

It’s common for such direc-
tives to get “progressively eroded
at the local level,” said Minxin
Pei, China program director at
Washington’s Carnegie Endow-
ment for International Peace.
“This regulation has to be en-
forced at the local level.”

don.lee@latimes.com
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BIG ATTRACTION: Tourists on a July weekend at Hongcun, China, an ancient village that the United Nations named a World Heritage site. 

[China, from Page A1]


