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A Disabled Son
Imperils Family’s
Immigration Hope

Igor’s Parents Pay Medical Bills

But What If They Die?

Becoming ‘Public Charge’

Learning to Love the Beatles

Bosses’ Pay: How Stock Options

Became Part of the Problem

Once Seen as a Reform, They

Grew Into Font of Riches

And System to Be Gamed

Reload, Reprice, Backdate
By JOSEPH PEREIRA

Last month, after returning from an
eight-mile run, Tsuyoshi Yoshino heated
up a 3-inch sewing needle until it turned
bright red. Then, he says, he plunged the
glowing instrument into the ball of his
foot, puncturing a 3-inch-long blister.

Despite the risk of infection, he
walked around his San Diego house for 20
minutes on the open wound to get used to
the pain. “It’s not something I like do-
ing,” he says. “But I have to.”

While other marathoners train by
carbo-loading, Mr.
Yoshino has a more
painful regimen.
The 32-year-old
graduate student at
San Diego State
University is one of
a growing cadre of
formerly shod dis-
tance runners mak-
ing a torturous tran-
sition to running
barefoot in the
hope of improving
their times and
strengthening their

soles. Blisters are an inevitable part of
the journey. Mr. Yoshino estimates he’s
popped about 40 of them in the past 18
months.

Over the years, a handful of world-
class runners have been able to compete
barefoot because they had run that way
all their lives, hardening their feet natu-
rally from early childhood. Among them:
Ethiopia’s Abebe Bikila, in the 1960s, and
South Africa’s Zola Budd Pieterse two
decades later. But for runners long-accus-
tomed to cushiony footwear, making the
switchover often involves bizarre, agoniz-
ing feats.

“I wish there was an ‘Idiot’s Guide to
Barefoot Running,’” says Mr. Yoshino, a
former collegiate cross-country athlete.
In 2002, he completed the Boston Mara-
thon—in sneakers—in two hours and 43
minutes, placing him among the top 260
finishers.

Nowadays he limps to a halt after
eight miles because his bare feet heat up
and blister. Since commencing barefoot
training through the streets and hills of
San Diego 18 months ago, he’s consulted
an acupuncturist for pain relief. A sports-
injury specialist taught him to remove
deeply embedded thorns from his feet
with a box cutter.

Mr. Yoshino says he’ll need to lance
another 100 blisters before achieving his
dream—an outer crust on his feet as hard
as that of some Australian aborigines.
“It’s no picnic,” he says.

Although no one knows how many
competitive and recreational runners go
barefoot, membership in Yahoo’s bare-
foot discussion group has tripled to about
1,100 since 2003. Track teams at several
colleges and high schools, including the
state universities of Texas, Arkansas and
Oregon as well as South Lake High
School in Groveland, Fla., have incorpo-
rated barefoot runs into their training
circuits.

Because it demands discipline and a
high tolerance for pain, “I like to call
barefoot running ‘Accidental Zen,’” says
Ken Bob Saxton, a 51-year-old maratho-
ner and computer technician from South-
ern California. Known as “Barefoot
Bob,” he practices what he calls “toe
yoga” for sole strengthening—placing
his feet flat on the ground and using his
toe muscles to point his toes straight up
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By SHAI OSTER

JUBAO VILLAGE, China—On the
edge of this dusty farming hamlet, the
massive smokestack of the half-finished
Xinfeng Power Plant looms as a monu-
ment to China’s out-of-control demand
for energy.

Unlike two other power plants
nearby, Xinfeng isn’t supposed to exist.
China’s electricity regulators never au-
thorized the $362 million coal-burning
plant. But in 2004, the provincial govern-
ment here in northern China’s Inner
Mongolia ignored Beijing’s call to slow
down investment and started building
the plant anyway, hoping to ensure
enough juice for the region’s super-
charged industrialization by tapping its
rich reservoirs of coal.

Inner Mongolia’s disobedience might
have escaped notice. But in July 2005, in
the rush to finish the plant before regula-
tors found out about it, the housing for a
turbinecollapsed, killingsixworkers.Dur-
ing the yearlong investigation that fol-
lowed, the central government discovered
that Inner Mongolia had illegally built
about 10 power plants, or 8.6 gigawatts of
electricity-generating capacity—equal to

about a tenth of the United Kingdom’s to-
tal capacity.

The illegal plants have had unin-
tended—and detrimental—consequences.
By eschewing even basic environmental
safeguards, they stand out as polluters
even in an industry that is one of Chi-
na’s leading sources of emissions, offi-
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Larger Slice
Average pay of CEOs of S&P 500 
companies and the portion coming from 
stock-option grants, in millions.

Note: Value of option grants determined by
Black-Scholes methodology
Source: Kevin J. Murphy, Univ. of Southern Calif.

All CEO
pay Options

By MIRIAM JORDAN

MARTHA’S VINEYARD, Mass.—Zan-
dro Souza, an immigrant from Brazil,
rose in six years from being a restau-
rant dishwasher who barely spoke En-
glish to a successful chef in upscale res-
taurants here on Martha’s Vineyard.
Last year, after a long bureaucratic
journey, Mr. Souza and his wife,
Fernanda, were tantalizingly close to
winning green cards that would let
them remain in the U.S.

But during a final interview with a
U.S. immigration official in Providence,
R.I., the Souzas’ five-year effort to win
legal status hit a wall. “I have no prob-
lem approving you and your wife,” Mr.
Souza says the official told him. “But I
need more information about your son.”

The Souzas’ 11-year-old son, Igor, is
blind and developmentally delayed. His
condition requires countless doctor vis-
its, frequent runs to the emergency room
and more than $1,000 a month in medica-
tion. Mr. Souza says he has paid almost
all of Igor’s medical bills—about $20,000
annually—out of pocket, without insur-
ance or help from government programs.
He feared accepting aid would jeopardize
his family’s attempt to gain permanent
U.S. residency.

According to Mr. Souza, the immigra-
tion official told him that if Mr. Souza
and his wife died, their son could be-

come a “public charge.” Although the
family tried to prove that Igor would be
cared for if his parents passed away,
the U.S. government earlier this year
denied green cards to the couple and
their son and placed them in deporta-
tion proceedings. This time the govern-
ment cited another reason for rejection—
that they applied for and entered on
tourist visas but intended to stay perma-
nently.

“If this were only about me, I would
throw in the towel” and return to Brazil,
says Mr. Souza, 30 years old. “But I want
the best for my son.”

The Souzas’ story shows how com-
passion can collide with hard-nosed fi-
nancial considerations as the U.S. de-
cides which immigrants should be ad-
mitted and which should be turned
back. The Souzas rose through hard
work and paying their own way. Yet
they also hurt their case by entering
the country on a false pretext, although
many immigrants who later gain U.S.
citizenship do the same.

Admitting productive, self-reliant
people has long been a goal of U.S.
immigration policy. The Immigration
Act of 1891, one of the country’s first
efforts to regulate immigration, allowed
the exclusion or deportation of any indi-
vidual deemed to be a burden on the
public purse, referring to “idiots, insane
persons, paupers, or persons likely to
become a public charge.”

At Ellis Island, newcomers inspected
by public-health officials and deemed
unfit were returned to their country of
origin. Steamship lines were often fined
for having ferried them to the U.S.
Later, legal immigrants from Mexico
and Asia faced similar scrutiny on en-
tering from the West.

A 1996 federal law says immigrants
must be legal U.S. residents for five
years before they qualify for Medicaid,
which pays medical expenses for the
poor. However illegal immigrants can-
not be refused emergency medical care.

Between 1921 and 1930, 10,703 foreign-
ers were deported on public-charge
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Baring Their Soles:

Pain Doesn’t Defeat

Unshod Marathoners
i i i

To Harden and Condition Feet,

Runners Chuck Sneakers;

Mr. Yoshino Gets a Blister

M CCLATCHY AGREED to
sell the Minneapolis Star

Tribune, its biggest-circulation
newspaper, to private-equity
firm Avista for $530 million. The
sale price is less than half of
what McClatchy paid for the
Star Tribune in 1998 when it
bought it from Cowles Media,
but the company expects to reap
a tax benefit of about $160 mil-
lion by selling the paper at a loss.

(Article on Page A3)

i i i
n Ford CEO Alan Mulally met
with Toyota’s chairman last
week, in a sign he may look to
the Japanese rival for answers
to the U.S. auto maker’s woes.
n China’s economic planners are
calling for curbs on auto-indus-
try expansion. Separately, Honda
said higher sales volume should
offset investment in new plants.

(Articles on Pages A2 and A3)

i i i
n The Dow industrials climbed
64.41 points to 12407.63, helped
by a drop in oil to $61.10, despite
disappointing retail-sales reports.

(Articles on Pages C1 and C3)

i i i
n Leverage in buyout deals has
been increasing. Harrah’s will end
up with total debt that is more
than eight times its cash flow.

(Article on Page C1)

i i i
n A private-equity trade group
tapped former videogame lobby-
ist Douglas Lowenstein to pro-
mote its interests in Washington.

(Article on Page C4)

i i i
n Icelandic investment group FL
said it acquired a stake of nearly
6% in American Air parent AMR
and expects the carrier to thrive.

(Article on Page B8)

i i i
n UnitedHealth said the SEC
has launched a formal investiga-
tion into the Minnesota health
insurer’s stock-options practices.

(Article on Page B8)

i i i
n Regal REIT is delaying its Hong
Kong IPO because of waning in-
terest in property trusts. The firm
hopes to raise up to $760 million.

(Article on Page C4)

i i i
n DaimlerChrysler hired former
FBI director Louis Freeh as an in-
dependent monitor in the compa-
ny’s probe of suspected bribery.

(Article on Page B6)

i i i
n Anadarko agreed to sell two
Louisiana natural-gas fields to
EXCO in its latest push to reduce
debt after two large acquisitions.

(Article on Page C4)

i i i
n Thailand’s finance minister said
the nation’s currency would face
less speculative pressure if
China allowed the yuan to rise.

(Article on Page C5)

i i i
n The FDA has approved Bio-
Form’s Radiesse, an injectable
wrinkle treatment that will com-
pete with Medicis’s Restylane.

(Article on Page B1)

i i i
n Gravity stockholders rejected
a proposal to remove two execu-
tives from the board of the South
Korean online gaming company.

(Article on Page B6)

–Markets–
Stocks:NYSE comp. vol. 1,273,012,730
shares, Nasdaq vol. 1,016,027,872.
DJ industrials 12407.63, s +64.41;
Nasdaq composite 2413.51, s +12.33;
S&P 500 index 1416.90, s +6.14.
Bonds (4 p.m.):10-yr Treasury
s +5/32, yld 4.607%; 30-yr
Treasurys + 13/32, yld 4.734%.
Dollar:119.15 yen, +0.37; euro
$1.3096, –0.35 cent against the dollar.
Commodities:Oil futures $61.10 a
barrel, t –$1.31; Gold (Comex)
$623.70 per troy ounce, s +4.60;
DJ-AIG Commodity165.755, t –0.723.
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Business and Finance

i i i

World-Wide

Reply All: Two technology
venture capitalists discuss
whether the flood of money go-

ing to a wave of so-called Web 2.0 com-
panies is creating another bubble.

i i i
n Making the Grade: For some high-
school seniors, the holiday “break” is
a time to complete college applications.

i i i
n Stock Watch: Bulls and bears de-
bate the outlook for Palm ahead of
the U.S. launch of its Treo 750.

n BUSH APPEARS on course for a
showdown with Democrats over Iraq;
Hussein may be hanged in a month.

Sen. Biden, next Foreign Relations
chairman and a candidate for presi-
dent, said he opposes the “surge” of
U.S. troops Bush seems to favor and
indicated he’ll make the president pay
a price for choosing that course. In a
further sign the president isn’t back-
ing off, Gates signed deployment or-
ders for an 82nd Airborne brigade. On
a bloody day that saw more than 100
Iraqis and seven U.S. soldiers killed,
Bush flew to his Texas ranch to pon-
der the Iraq plan he is to lay out in
a January speech. Specter is the lat-
est senator into Syria for Iraq diplo-
macy the president resists. (Page A4)

Iraq’s high court rejected Hussein’s
appeal and said his execution for the
massacre of Shiites should be carried
out within 30 days, even though he’s
still on trial for crimes against the
Kurds. There are fears his death will
further inflame Sunni-Shiite violence.

i i i
n Ethiopian troops advanced on Mo-
gadishu as an Islamic militia hinted
it may use suicide bombers to force
them to leave Somalia. Addis Ababa
says militiamen are reeling before its
offensive, with up to 1,000 dead. The
U.S. expressed support for the Ethio-
pians’ operation, meant to shore up
an interim Somali government that
in two years has failed to take root.

i i i
n Israel set a West Bank settlement
for Jews uprooted from Gaza, prompt-
ing criticism. An Israeli was hurt by
a Gaza rocket, fired despite a truce.

i i i
n Pakistan said it will build an Af-
ghan border fence and mine the area
to counter criticism Taliban fighters
cross back and forth with impunity.

i i i
n The U.S. offered to take North Ko-
rea off its list of terror-sponsor states
if it gives up its atomic bombs, the
South’s envoy to nuclear talks said.

i i i
n A Nigerian gasoline inferno killed
hundreds as Lagos thieves punctured
a pipeline and the poor thronged to
scoop up fuel, a not-uncommon event.

i i i
n Russia’s Gazprom said it failed to
gain Belarus’s assent to double 2007
gas prices but added any cutoff that
may result will not affect EU nations.

i i i
n Turkmenistan elections will be Feb.
11, the People’s Assembly said. Gur-
banguli Berdymukhamedov is the offi-
cial choice to be Niyazov’s successor.

i i i
n China’s corruption is behind much
of its pollution problem as crooked of-
ficials profit from selling non-enforce-
ment, the environmental chief said.

i i i
n House Democrats plan to set up a
fund dedicated to promoting conserva-
tion and green technology by rolling
back oil tax breaks, Pelosi aides said.
n A 21,000-gallon spill resulted as a
ship anchor hit an oil line off Texas.

i i i
n Castro doesn’t have cancer, won’t
require more intestinal surgery and
may return to public life, a prominent
Spanish surgeon said after an exam.

i i i
n An AMA Journal study found long
use of heartburn drugs like Nexium,
Prilosec or Prevacid weakens bones,
raising hip-fracture risks. (Page B6)

i i i
n Middle-age spread is linked to a
heightened risk of the worst form of
prostate cancer, and losing 11 or more
pounds helps, a study says. (Page B8)

i i i
n Muslim pilgrims gathered in Saudi
Arabia for the annual hajj to Mecca
that is to begin Friday. This year as
many as three million are expected.

i i i
n Tsunami fears proved unfounded as
two big quakes hit off south Taiwan.
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Coal-Dependent
China’s 2005 fuel consumption, by type, 
in millions of metric tons of oil equivalent:

Source: BP Statistical Review of World Energy 2006

By MARK MAREMONT
And CHARLES FORELLE

Eugene Isenberg is the little-known
chief executive of a modest-sized oil-ser-
vices company in Houston. But he stands
out in one way: He is among the highest-
paid corporate executives in history. In
the past 19 years, he has pocketed more
than $450 million.

The key to this wealth: stock options,
in abundance. His employer, Nabors In-
dustries Ltd., has lavished more than 25
million options on him over the years.

They became lucrative partly because
of Nabors’s generally rising stock price,
but also because of some controversial
moves that gave the options more punch.
When Nabors’s stock fell below the price
at which the options could be exercised,
temporarily making them worthless, Na-
bors let him trade in some of his options
for new ones with lower exercise prices.
And when Mr. Isenberg cashed some op-
tions in, Nabors “reloaded” him, replac-
ing those he’d exercised with the same
number of new ones.

Stock options were hailed two decades
ago as a remedy for runaway executive
pay. Academics, politicians and inves-
tors, tired of seeing CEOs pocket big
money for a so-so job, pushed to have
stock options become a primary method
of compensating executives. Options—
granting the right to buy stock tomorrow
at today’s price—would pay off only if the
company’s stock went up. To advocates
they were the ideal carrot, an incentive

for good work that aligned executives’
interests with those of shareholders.

That happened—sometimes. But at
many companies, options morphed into
the biggest executive bonanza yet, pour-
ing out cash like a stuck ATM, and sorely
disappointing those who thought options
would moderate executive pay.

Instead of replacing big bonuses, op-
tions became an additional form of pay
slathered on top of already-generous
packages. Employers doled out options in
ever-growing numbers, in part because,
until recently, accounting rules meant
companies didn’t have to treat this lar-
gess to executives as an expense. And
like Nabors, some used repricing, reload-
ing and other tactics that made it even
easier for executives to score huge hauls.

This year, options practices exploded
in one of the biggest corporate-fraud
scandals in decades. Some companies
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Kicked Out
Annual number of foreigners 
deported from the U.S.:

Source: U.S. Department of Homeland Security
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grounds. In more recent years, the gov-
ernment has cited other more basic rea-
sons for forcing someone to leave, such
as having entered the country illegally.

In 2005, 75,532 foreigners were de-
ported for entering the U.S. without
proper documents or through fraud or
misrepresentation. Public charge was
the official reason for only 824 out of
the total 208,521 deportations that year.

Illegal-immigrant children are enti-
tled to attend public schools, and spe-
cial-needs children receive the same ser-
vices as other students. In recent years,
however, the escalating cost of provid-
ing education to children with special
needs has fueled clashes between advo-
cates for disabled students and those
concerned that they are draining al-
ready-limited school budgets.

In Massachusetts about 16.5% of the
state’s student population receives spe-
cial education. The cost of educating
these children is increasing faster than
for mainstream students and placing a
financial burden on many school dis-
tricts, according to school administra-
tors.

Shawn Saucier, a spokesman for U.S.
Citizenship and Immigration Services,
says privacy laws prevent the agency
from commenting on the Souzas’ case.
“However, if we were talking to a cou-
ple who had a son with disabilities, we
would have to be satisfied that the child
would not become a public charge,” he
says.

James R. Edwards Jr., an adjunct fel-
low with the Hudson Institute, a conserva-
tive Washington think tank, says the pub-
lic-charge concept is rooted in this coun-
try’s emphasis on self-sufficiency. “We
aren’t interested in taking foreign coun-
tries’ criminals ... and certainly not
those unable to support themselves,”
says Mr. Edwards, who favors restricting
immigration.

As for the Souzas, he says, “My
heart goes out to the family and the
kid.” However, he says, the U.S. al-
ready contends with “native-born Ameri-
cans who face the same kind of crisis,
with their children being ill and suffer-
ing disease.”

Mr. Souza and his wife met as teen-
agers in 1990 in Cuparaque, a small Bra-
zilian town. In 1994, Fernanda, then 17,
became pregnant and the couple de-
cided to marry.

Igor was born on March 1, 1995. At
seven months, he was diagnosed with
congenital toxoplasmosis, caused by a
parasite that is present in uncooked meat
and the fecal matter of cats. Transmis-
sion to the fetus can cause severe prob-
lems, including mental retardation, sei-
zures, blindness, and even death. Doc-
tors believe that Ms. Souza was infected
by the cats in her grandmother’s home,
and Igor contracted the condition from
his mother during pregnancy.

The couple soon realized that Igor’s
condition would require careful manage-

ment and virtually around-the-clock mon-
itoring, not to mention a panoply of spe-
cial drugs. The Souzas had access to free
care through Brazil’s vast public health-
care network, but the large hospitals and
long waiting lists were difficult to navi-
gate. To get Igor to the doctor, Fernanda
rose at 4 a.m., taking two buses to line up
just to make an appointment for a month
later. The family couldn’t afford private
care on Mr. Souza’s $300 a month salary
working in a restaurant.

The Souzas saw an answer thou-
sands of miles to the north, on Martha’s
Vineyard where Brazilian immigrants
are the backbone of the local tourism
industry. In 1989, Mr. Souza’s father,
José, found summer work in a restau-
rant called the Navigator, eventually set-
tling here in 1997.

In 2000, Mr. Souza arrived in the
U.S. on a six-month tourist visa. He
joined his father at the restaurant, ris-
ing to become daytime chef. His
hourly wage doubled to $17. At night,
he worked a second job up the street
at the Harbor View Hotel’s Coach
House, one of Martha’s Vineyard’s fin-
est restaurants. Mr. Souza moved
swiftly from dishwasher to sauté cook
to lead line cook, overseeing all the
workstations in the kitchen. “He has a
passion,” says Jim Moore, the restau-
rant’s food and beverage director, who
took Mr. Souza to demonstrate his cook-
ing—including his mini lobster
rolls—at the upscale Tribeca Grill in
New York City.

In early 2001, Mr. Souza brought his
wife and son to the U.S. The two took an
overnight van to Rio de Janeiro, where
an official at the U.S. consulate issued

them tourist visas.
Igor started kindergarten at the Oak

Bluffs School, where he was assigned a
special assistant, as well as occupa-
tional and physical therapy. About 400
students attend Oak Bluffs School,
where Igor today is in the fifth grade.
About 20% of them require special-edu-
cation services. However, “only three or
four have the level of need requiring a
one-on-one assistant” such as Igor, says
James Weiss, Martha’s Vineyard school
superintendent. Mr. Weiss estimates it
costs more than $40,000 to educate Igor
annually compared with $15,000 for “reg-
ular” students.

“He certainly is a youngster who im-
pacts our budget in a significant way,”
says Dr. Weiss. However, “it’s both our
legal and moral obligation to help stu-

dents who have identified needs.”
As Igor mastered English, story time

and music became his favorite classes.
He began singing Beatles songs. A poem
he wrote in Braille with the help of his
teacher reads, “My favorite song is
‘Yesterday.’” A lanky, curly-haired boy,
Igor recently entertained teachers and
classmates in the hallway with a rendi-
tion of “Hey Jude.”

Initially, the family relied on friends
to drive them to Boston for appointments
with Blaise Bourgeois, a neurologist at
Children’s Hospital Boston. The consulta-
tions, every four or five months, cost the
couple about $350 each, which they paid
out of pocket according to bills and re-
ceipts reviewed by The Wall Street Jour-
nal.

Igor also required a special dentist,
nutritionist, endocrinologist and fre-
quent visits to his pediatrician. Every
three months or so, Igor suffered a sei-
zure that landed the Souzas in the emer-
gency room of the Martha’s Vineyard
Hospital. One of his worst episodes,
Christmas Eve in 2003, lasted 45 min-
utes. The emergency-room visits have
cost between $1,500 and $2,500 each. Mr.
Souza says Igor’s medical bills this year
are about $16,000; in previous years
they have risen as high as $20,000.

Mr. Souza says he pays for his son’s
doctor visits and prescription medication
on the spot. Mr. Souza says he still owes
$4,000 to the hospital for emergency-care
visits. “If I can’t pay in one lump sum, I
make sure and send a check in every
month—even if it’s just for $100 or $300,”
says Mr. Souza.

Mr. Souza, his wife and son live with
Mr. Souza’s parents and other relatives
in a three-bedroom house owned by Mr.
Souza’s father. Mr. Souza earns $5,000 to
$6,000 a month; about 27% of that is de-
ducted in taxes from his weekly pay-

check. He contributes $600 a month to his
parents’ mortgage.

In 2001, Mr. Souza sought to take ad-
vantage of a temporary immigration law,
known as Section 245i, to apply for an
employer-sponsored green card for him-
self and his family. The bill allowed immi-
grants to adjust their status from within
the U.S., even if they had overstayed
their visas or entered the country ille-
gally. Employers regarded the program
as an opportunity to legalize their work
force, while critics said it was tanta-
mount to amnesty.

Alan Counsell, then manager of the
Navigator restaurant, had previously
agreed to sponsor Mr. Souza’s father and
mother. He agreed to sponsor the Souza
family as well. “It was a small repay-
ment” for their dedication, he says. “Any-
thing I asked of them they gave me.”

Mr. Counsell followed the require-
ment to place advertisements in the news-
paper, to show that qualified chefs—like
Mr. Souza—weren’t readily available on
the Vineyard. Mr. Souza paid for the ads—
and over the next few years paid almost
$10,000 in fees to lawyers and the U.S.
government.

In July 2003, the Souzas received no-
tification that their employment authori-
zation was being processed. Mr. Souza
was thriving professionally, earning a
reputation as a fine seafood cook and
collecting employee awards. He ac-
quired hundreds of cookbooks, which he
says helped him improve his English.
His favorite chef is the well-known New
York restaurateur Mario Batali, whose
picture on the cover of a 2002 edition of
Gourmet Magazine Mr. Souza pinned to
a wall.

Mr. Souza’s son, who shares a bed-
room with his parents, refuses to go to
sleep before his father arrives home from
work each night. On Mondays, Mr. Sou-

za’s only day off, the father picks up his
son from school and treats him to pizza.
On Sundays, the family dresses up for
evening services at the local Brazilian
evangelical church, where Igor sways
and chants spiritual songs.

In 2004, the Souza family was finger-
printed and issued Social Security num-
bers and work permits, “I felt like the
gates to freedom were opening,” recalls
Mr. Souza. “The only thing missing was
the interview.” The family was sum-
moned to Providence for an 8 a.m. inter-
view on May 13, 2005, the final step in the
process.

Mr. Souza was nervous but hopeful.
He and his wife took an oath to tell the
truth, he recalls. They began answering
questions from the adjudicator. Among
them was the question of why the family
had come to the U.S. Mr. and Mrs. Souza
told the official that they had come here
to make a better life.

As Igor squirmed in his chair and bab-
bled in Portuguese, the immigration adju-
dicator turned to Mr. Souza and asked
whether he relied on the U.S. govern-
ment for the child’s care. Mr. Souza an-
swered without hesitation: “No.”

Mr. Souza recalls the adjudicator then
asking: “So you pay for his schooling?”

Mr. Souza answered hastily—failing
to explain that while his son attended
public school, he paid for Igor’s health
care himself.

Then the immigration official voiced
concern that the son would become a
public charge if his parents passed
away, Mr. Souza recalls. The Souzas left
the room clutching a form letter with
Igor’s name filled in at the top. In the
space next to 5, “PLEASE SUBMIT THE
FOLLOWING,” the official had written:
“I-864 from your father Zandro Souza
showing evidence you will not become a
public charge.” They had 12 weeks to
supply the documentation.

“I can’t even remember driving
home,” says Mr. Souza.

According to U.S. immigration policy,
an applicant can overcome a public-
charge inadmissibility issue by providing
sufficient evidence that he or she is un-
likely to become a public charge. This
evidence can be a posted as a bond, an
“affidavit of support” from friends or
family, personal funds, or an offer of em-
ployment.

The Souzas set out to prove that, in
the event of a tragedy, Igor would be
cared for by their family, not the gov-
ernment. Mr. Souza sent evidence that
his father’s house on Martha’s Vineyard—
bought for $265,000 several years earlier
and now worth about $500,000—could be
put in a trust in Igor’s name if his
parents died. It could then be sold, if
necessary, to cover his health expenses.
Some immigration attorneys question
why the government requested an affi-
davit of support in the Souzas’ case,
because the family was being sponsored
by an employer who already serves as
a financial guarantor.

But this soon became a moot point.
In January 2006, immigration authori-
ties denied green cards to each member
of the Souza family and ordered them
to appear in court for deportation pro-
ceedings. The government was no
longer raising the “public charge” is-
sue. Rather, the government notice
stated that Mr. Souza, his wife and Igor
had come to the U.S. on six-month tour-
ist visas in violation of U.S. law because
their actual intention was to stay in the
U.S. for good.

“I felt an empty feeling, like every-
thing had been in vain,” recalls Mr.
Souza.

Mr. Saucier, the spokesman for immi-
gration, says: “We don’t look for one
reason and deny the case. We issue it
for all reasons applicable to the applica-
tion.”

While they wait for their deportation
hearing in February, Mr. Souza contin-
ues to pay for Igor’s health care. Early
this month, the family paid $643.98 for
two antiseizure drugs, according to re-
ceipts reviewed by the Journal.

Mr. Souza says that if his family re-
ceives their green cards, he will con-
tinue to pay for his son’s medical costs.
As new legal residents, the Souzas
won’t qualify for Medicaid for five
years under current immigration law.
And Mr. Souza’s current income level
already puts the family well above the
poverty limit for Medicaid.

That’s why Mr. Souza says he wants
to cook for a larger restaurant or one
owned by a chain. Those restaurants, he
notes, offer health insurance.

Continued From First Page

Cardinal Health Inc.

Firm Settles for $10 Million
Over Inquiry by New York State

Cardinal Health Inc. agreed to pay $10
million to settle an investigation by the
New York state attorney general’s office
into the trading of pharmaceuticals on the
secondary market. The probe determined
that the Dublin, Ohio, provider of health-
care products and services bought drugs
from certain alternate-source vendors,
which carries the risk of fake drugs or illicit
knock-offs entering mainstream channels.
Under the settlement, Cardinal will adopt
new policies for its wholesale business and
pay $7 million to Health Research Inc., a
New York not-for-profit corporation affili-
ated with the state’s health department, as
well as an additional $3 million to the state
of New York. Cardinal said in May that it
was ending the sale and purchase of drugs
on the secondary market.

Fernanda and Zandro Souza (left) with their son, Igor, who is blind, in Boston.

Cost of Care: A Disabled Son Imperils a Family’s Immigration Hope

1
Online Today: See video of Zan-
dro Souza and other immigrants
speaking at a Thanksgiving lun-

cheon hosted by Massachusetts Immi-
grant & Refugee Advocacy coalition, at
WSJ.com/OnlineToday.

Public charge was the

official reason for 824

out of the total 208,521

deportations in 2005.

S
te

ve
 M

ar
se

l

Now through January 2nd, when you purchase or lease any specially equipped Cadillac, we’ll pay for the navigation system.
Features on the Escalade include GPS-based voice and text guidance,* intuitive touch screen, voice recognition and DVD playback.†

Visit your local Cadillac dealer for complete details.

COMPLIMENTARY NAVIGATION SYSTEM

*Limited detailed routing. †Only while in park. © 2006 GM Corp. All rights reserved. Cadillac® Cadillac badge® Escalade® CADILLAC.COM

* * * * T H E WA L L ST R E ET JO U R NA L . WEDNESDAY, DECEMBER 27, 2006 A7



CYAN MAGENTA YELLOW BLACK 

CMY K 

Composite

Composite P1JW238056-9-A00100-1---NA P1JW238056-9-A00100-1---NAP1JW238056-9-A00100-1---NA
*********

MW
NA

4669512

08/26/2006

P1JW238056-9-A00100-1---NA

Plaintiffs’ Lawsuits
Against Companies
Sharply Decline

Court Rulings, Legislators Curb

Asbestos, Silicosis Claims;

Indicted Firm Cuts Filings

Questioning ‘Jackpot Justice’
By RICK BROOKS

For her husband’s 30th birthday in
February, Amy Cyrex Sins had her heart
set on baking a doberge cake—a tradi-
tional New Orleans dessert piled eight
layers high and slathered with chocolate
ganache. Flooded out of her dream house
by Hurricane Katrina, she could make do
with two cake pans and the galley
kitchen in the couple’s temporary French
Quarter apartment. But the most critical

element—the fam-
ily recipe for the
frosting George
Sins grew up crav-
ing—had been lost
in the storm.

Ms. Sins, a
29-year-old pharma-
ceutical sales-repre-
sentative, could re-
call only two ingre-
dients: chocolate
chips and Karo
syrup—a light
sweetener ubiqui-
tous in Louisiana

kitchens. She and her mother-in-law
worked up a best-guess version over the
phone and popped it in the oven.

“It’s good, baby,” Mr. Sins told his
wife, when the cake was done.

But not as good it used to be.
A year after Katrina, a lot of people

on the devastated Gulf Coast are slowly
rebuilding cherished collections of hand-
written recipe cards, dogeared cookbooks
and yellowed newspaper clippings that
were wrecked by wind, water and mold.
They search through ravaged homes,
send pleas to newspapers and Web sites
and struggle to pin down the recollec-
tions of loved ones. The effort for many
is just as daunting as dealing with insur-
ance claims, finding a building contrac-
tor and all the other perpetual battles of
post-Katrina life.

“Could you PLEASE, PLEASE send
me your bread-pudding recipe from your
original book—my husband gave it to me
years ago with a wonderful message com-
paring our marriage as a mixture of
‘spices,’ ” wrote Elaine Acosta in an
email message to Paul Prudhomme,
owner of K-Paul’s Louisiana Kitchen in
the French Quarter and author of eight

cookbooks. “My house blew or floated
down Hwy. 11 and I lost everything. I’m
living with my daughter and son-in-law
and their family and they want bread
pudding, NOW!”

The next day, one of the chef’s employ-
ees posted on a message board the recipe
for New Orleans bread pudding with
lemon sauce and chantilly cream—prom-
ising “a magnificent pudding.” Mr. Prud-
homme himself was forced to flee with
employees and their families to Pine
Bluff, Ark., as Katrina zeroed in on New
Orleans. They returned with a caravan of
trucks to cook thousands of meals for the
National Guard, firefighters, police, vol-
unteers and other rescuers. Mr. Prudhom-
me’s house was untouched, and K-Paul’s
sustained only minor damage. His reci-
pes were spared.

The determination to recover recipes
that Katrina took away runs as deep as
the region’s famous love affair with food.
Shannon Gustafson, 38, spent dozens of
late-night hours searching online for re-
placement copies of her favorite recipes
left behind when she fled her home on
Marshall Foch Street in the Lakeview
neighborhood of New Orleans.

But as Christmas approached last
year, with the family relocated to Or-
lando, Fla., she still hadn’t found a sweet-
potato casserole recipe made with orange
juice, raisins and a chopped pecan streu-

Please Turn to Page A7, Column 4

By JEANNE CUMMINGS
And KRIS HUDSON

WASHINGTON—Wal-Mart Stores Inc.
is wooing some core Democratic constitu-
encies as part of a strategy to fend off
another round of election-season attacks
from labor unions and politicians.

In particular, the retail giant is giving
to African-American and Hispanic law-
makers on the theory that many of their
constituents are satisfied Wal-Mart shop-
pers and workers. More than 10% of the
company’s 1.4 million U.S. workforce is
Latino and more than 16% is African-
American.

The Bentonville, Ark., firm has
rounded out its once insular and heavily
Republican political operation by hiring
Democratic lobbying and public-relations
firms. It is also sweetening health-care
benefits for workers just as the issue is
poised to become a hot topic in the fall

elections, ranking at the top of voter con-
cerns—and those of Wal-Mart’s own em-
ployees.

But the company faces a tough road
as it tries to woo black lawmakers and
create fissures in the Democratic party.

“My feeling with them is that it is all
about how they treat workers,” said Rep.
Charles Rangel of New York, who has
received a $2,000 donation from Wal-
Mart. “The ball is in their court to pro-
vide decent wages and benefits.”

Asked if Wal-Mart’s recent adjust-
ments have met his standard, he replied:
“Not at all.”

Rep. Jesse Jackson Jr., an Illinois
Democrat, says he has allies on both
sides of the Wal-Mart battle. The retailer
recently opened a new store near Mr.
Jackson’s Chicago district. About 3,000
people applied for the store’s 300 posi-
tions. Wal-Mart also hired local minority
businesses to do accounting and logisti-
cal work for the store. But Mr. Jackson
says he isn’t ready to move into Wal-
Mart’s camp.

“I fundamentally believe in a living
wage. What I refuse to believe is that the
richest company in the world can’t pay
it. I can’t reconcile that,” he says.

Wal-Mart’s efforts reflect a recogni-
tion it will be a big target not only in the
November midterm elections but also in
the 2008 Democratic presidential pri-
mary.

In Democratic circles, attacking Wal-
Mart is shorthand for slamming big busi-
nesses and its treatment of workers. It’s
a message so embedded in Democrat cul-
ture that it was a rare point of agreement
between Connecticut Senator Joseph Lie-
berman and his victorious primary chal-
lenger, businessman Ned Lamont, both
of whom attended an anti-Wal-Mart
event during their race.

Whether the company can make a
dent in critics’ armor is an open ques-
tion. In other areas, such as health care
and the environment, changes made by
Wal-Mart have damped attacks from
some opponents. On the political front,
Democrats closest to the labor movement
might be hard to win over.

The company’s efforts took a step
backward recently when Andrew Young,
a former civil-rights leader hired to pro-
mote the company in urban areas, re-
signed under a cloud. Defending Wal-
Mart in an interview with an African-
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Comforting Food:

Recapturing Recipes

Katrina Took Away
i i i

Finding Some Way to Prepare

Favorite Dishes Is a Balm;

Gumbo in a FEMA Trailer

By PAUL DAVIES

Companies involved in many of the
largest and most controversial legal
clashes of recent decades are seeing a
sharp decline in the number of lawsuits
filed against them.

In recent months, judges have dis-
missed or challenged tens of thousands
of individual cases, in matters ranging
from claims of lung damage from asbes-
tos and silica dust to allegations that
the diet drug fen-phen caused heart
problems. Moreover, fewer new claims
like these are being launched, as state
and federal courts and legislators at-
tack the methods used by some attor-
neys to round up plaintiffs for large-
scale litigation.

There is no comprehensive count of
claims, but a look at several key areas—
particularly asbestos and silica claims—
shows large-scale litigation against sin-
gle products, known as “mass torts” and
“class actions,” is on the wane.

“The future of mass torts and class
actions is very much in question,” said
Geoffrey Miller, a New York University
School of Law professor who teaches a
course on issues in large-scale litigation.

This year, new securities-fraud class-
action lawsuits are down 45%, to 61
through June from 111 in the first half of
2005, according to a new study.

Among the factors behind that drop:
the federal indictment in May of the lead-
ing securities class-action law firm, Mil-
berg Weiss Bershad & Schulman LLP,
which is accused of paying individuals to
file suits. The firm filed just 17 lawsuits
in the first six months of 2006, down from
55 in 2005’s first half—and hasn’t filed a
class-action case since its indictment.

Another contributor is a federal
judge’s finding last year that nearly
10,000 claims of lung damage from sil-
ica dust “were manufactured for
money.” The case involved 200 compa-
nies that manufactured or used silica,
which causes an incurable disease of
the lungs known as silicosis caused by
overexposure to silica dust, which is
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PERSONAL FINANCE PURSUITS

To Repel Critics, Wal-Mart Courts Democrats
Black, Hispanic Members

Receive Special Attention;

Rep. Rangel Is Unmoved

i i i

Business and Finance

i i i

World-Wide

By MIRIAM JORDAN

Salinas, Calif.

MONTEREY COUNTY IS MARKED by dramatic

craggy cliffs that drop to the Pacific Ocean. Along

the coast sit the manicured, affluent enclaves of

Carmel, Pebble Beach and Monterey, which attract wealthy
homeowners and tour-
ists from around the
world.

About 20 miles in-
land, in the same
county, is the fertile
valley of Salinas, Amer-
ica’s vegetable garden.
Some 80% of the na-
tion’s lettuce and much
of its broccoli, cauli-
flower and spinach
grow in Salinas’s fog-
cooled fields, which
produce $3.5 billion
worth of crops annu-
ally. “We have the cli-
mate and soils that
make us one of the
most bountiful areas in
the world,” says Bob
Roach, the county’s assistant agri-
cultural commissioner.

Yet amid this land of plenty,
there is squalor. Virtually beside the
fields, in the city of Salinas, neigh-
borhoods rival high-rise-jammed cit-
ies in population density. Multiple
families occupy small houses; oth-
ers live in converted garages. Gang
graffiti mars the façades of apart-
ment complexes. A school’s walls
are riddled with bullet holes. Fuel-
ing Salinas’s troubles, many say, is
a housing market that offers few af-
fordable dwellings for the thousands
of Hispanic immigrants who pick
the area’s crops.

The five-member family of Gabri-
ela Alvarado, for example, has
shared a tiny two-bedroom rented
house with two fieldworkers. “It’s the
only way we can afford to live here,”
says Mrs. Alvarado, whose husband

came to Salinas 18 years ago to work
in the lettuce fields. The Alvarados
charged two fieldworkers $150 a
month each to board with them.

In a study of agriculture workers
published in December, researchers
from the University of California,
Berkeley reported that 39% of homes
in the Salinas area had more than 1.5
people per room, compared with 0.5%
of all U.S. homes.

Monterey County is torn by com-
peting priorities. On one side are
farmers, developers and immigrant
advocates, who want to see more
housing built. On the other are envi-
ronmentalists and residents, includ-
ing those in the upscale coastal
towns, who want to preserve open
space and their quality of life. As the
two camps fail to reach a middle
ground, low-income immigrants have
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HOT TOPIC

n EU NATIONS PLEDGED 7,000 sol-
diers to police a Mideast cease-fire.

France’s defense minister said they
will begin arriving in southern Leb-
anon within 20 days, and her nation’s
2,000-strong contingent will be among
the first to land. She defended initial
hesitation to contribute sizable num-
bers, saying she was able to negoti-
ate more robust rules of engagement.
President Chirac, while suggesting a
force of 15,000 may be too big, urged
the U.S., Russia and China to chip in.
Annan’s plan to seek Muslim troops
may cause friction since their coun-
tries don’t recognize Israel. (Page A4)

The State Department confirms it is
investigating if Israeli cluster bomb-
ing violated restrictions on the use of
the devastating U.S.-made weapons.

i i i
n Iraqis thoroughly looted a base the
British departed in a province judged
pacified. U.S. forces were engaged in
heavy fighting in Ramadi. Rumsfeld
said the Baghdad security crackdown
has helped stem the violence there.
n An ex-Army officer admitted taking
kickbacks to steer lucrative Iraq re-
building jobs to a contractor who has
already pleaded guilty in the scheme.

i i i
n South Korea said China has joined
it in pressuring the North to forgo a
nuclear test. Seoul is certain Pyong-
yang has produced at least one bomb.

i i i
n Afghanistan’s Karzai began an in-
vestigation of the killing Thursday of
eight people the U.S. called al Qaeda
but local police insist were civilians.

i i i
n India summoned the Dutch ambas-
sador to lodge a strong protest at the
treatment of 12 air travelers detained
briefly on terror suspicion this week.

i i i
n Thai Premier Thaksin staged Thurs-
day’s alleged bid to assassinate him,
a general fired over an ex-aide’s in-
volvement in the bombing plot said.

i i i
n Foreign nationals were being evac-
uated from northern Sri Lanka amid
renewed separatist war the U.N. said
has already created 204,000 refugees.

i i i
n Ukraine’s Lazarenko was handed
a nine-year sentence by a U.S. court
for extortion and money laundering
during his late-1990s stint as premier.

i i i
n Journalists took comfort that China
backed off a secrets charge that could
have put a New York Times employee
in jail much longer than three years.

i i i
n Somalis welcomed the first ship to
dock at Mogadishu’s port in 11 years,
a supply vessel bringing building ma-
terial and medicine for aid agencies.

i i i
n Louisiana’s top court overruled in-
surer protests to uphold two post-Ka-
trina state laws giving hurricane vic-
tims more time to file claims or sue.

i i i
n Tropical Storm Ernesto formed in
the southern Caribbean. Forecasters
said it might take a track menacing
Haiti, Jamaica and Gulf oil platforms.

i i i
n Ex-President Ford had two arterial
stents implanted at the Mayo Clinic,
a second heart procedure in a week.
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ROBERT RUBIN RESIGNED
from Ford’s board amid re-

ports the auto maker is in talks
to sell some luxury brands. The
former Treasury secretary is a
director at Citigroup, which was
hired to advise Ford on strategic
options. Ford shares rose on
signs that the auto maker is
planning a substantial makeover.

(Article on Page A3)

i i i
n PricewaterhouseCoopers said
the IRS is auditing the account-
ing firm, focusing on transac-
tions in 2002 and 2003 when it
sold off several side businesses.

(Article on Page A2)

i i i
n Bernanke cited the benefits of
globalization at a Fed conference,
but didn’t address the economic
and rate outlook. Treasurys rose.

(Articles on Pages A3 and B5)

i i i
n BellSouth scrapped plans for a
surcharge on high-speed Internet
customers after the FCC turned up
the heat on BellSouth and Verizon.

(Article on Page A4)

i i i
n The Dow industrials fell 20.41
points to 11284.05, off 0.9% on
the week, hurt in part by a
morning rally in crude-oil prices.

(Article on Page B1)

i i i
n Louisiana’s finances are in
better-than-expected shape a
year after Katrina, helped by
soaring oil prices and rebuilding.

(Article on Page B5)

i i i
n Japan’s core consumer prices
rose just 0.2% in July from a
year ago, lowering expectations
the Bank of Japan will lift rates.

(Article on Page A4)

i i i
n Prudential Securities is ex-
pected to pay about $600 million
to settle allegations of market
timing trading in mutual funds.

(Article on Page B2)

i i i
n Nike suspended its endorse-
ment deal with Olympic sprint
champion Justin Gatlin over his
connection to a doping scandal.

(Article on Page A2)

i i i
n A U.S. judge blocked North-
west’s flight attendants from a
strike that could have hit the air-
line with delays and cancellations.

(Article on Page A3)

i i i
n Carl Icahn said he and War-
ren Lichtenstein ended their alli-
ance to push for change at South
Korean tobacco company KT&G.

(Article on Page B3)

i i i
n Bain and Blackstone have joined
a KKR-led consortium to bid for
Australian retailer Coles Myer.

(Article on Page A2)
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In Tony Monterey County,
Slums and a Land War
Environmentalists fight to preserve scenic beauty

while immigrants cram into houses and garages

Who will pick the vegetables?

Janice O’Brien (top), an environmentalist who
opposes development in Monterey County, Calif.,
outside her Pebble Beach home. (Above) A crowded
Salinas neighborhood, home to many immigrants.
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Recipes for remoulade sauce and
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Orleans home of Amy Sins.
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have remained in contact and have dis-
cussed the company’s current problems.
Mr. Nasser still uses a Ford office and
administrative support.

As CEO, Mr. Nasser was the architect
of Ford’s strategy to use four brands—Jag-
uar, Volvo, Land Rover and Aston Mar-
tin—to serve the growing demand for high-
price vehicles globally. But the aggressive
expansion plan for Jaguar pushed by Mr.
Nasser and his then-luxury group chief,
Wolfgang Reitzle, has largely backfired,
causing substantial losses at Jaguar even
as other luxury-car makers thrive.

Selling Jaguar, Land Rover and Aston
Martin would give Ford capital to invest
in its Volvo Cars unit, which has been far
more profitable over the years than any
of the British brands. Ford could expand
Volvo’s lineup, taking more advantage of
its relative strength in the U.S. market.

Next week, Mr. Ford is expected to
begin hearing from teams of subordi-
nates who have been studying what to do
to get Ford’s North America overhaul
back on track.

It is expected he will be presented
with a variety of options to cut costs and
bolster revenue. According to people fa-
miliar with the matter, the ideas on the

table include authorizing a sweeping
buyout program to cut Ford’s U.S.
hourly work force, similar to the buyout
plan that helped rival General Motors
Corp. shed about 34,000 workers earlier

this year. Ford also
could order big sal-
aried-staff cuts
and close more fac-
tories.

Ford may stop
short of a company-
wide blue-collar
buyout, but a move
to substantially ex-
pand the effort to
cut Ford’s U.S.
work force appears
likely, according to
people familiar
with the situation.

GM’s buyout success could put the No. 1
auto maker in a position in which its
day-to-day costs are lower than Ford’s.

Some Ford local union leaders were
quoted last week in Detroit’s newspa-
pers, the News and the Free-Press, say-
ing they don’t want to see the union’s
active ranks drastically diminished.

Mr. Ford likely will get proposals to
rework its North American product pro-

gram, said people close to the matter.
Mr. Ford also is expected to weigh op-
tions for overhauling Ford’s U.S. market-
ing strategy. One idea that could be
weighed is phasing out the Mercury
brand and effectively replacing it with
the more youthful Mazda brand. Mazda
Motor Corp., Ford’s Japanese affiliate,
has rolled out a string of attractive vehi-
cles, and Ford increasingly is sharing
midsize and small-vehicle engineering
and manufacturing with Mazda in the
U.S., China and certain other markets.

Among other possibilities, Mr. Ford
hasn’t ruled out reaching out to a rival,
such as Renault SA-Nissan Motor Corp.
Chief Executive Officer Carlos Ghosn, to
forge an alliance that can bolster Ford in
the global battle with GM, Toyota Motor
Corp. and others. He also has indicated
he remains open to the idea of hiring a
senior executive either to be his chief
operating officer or as a CEO.
 —Shasha Dai contributed

to this article.
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borne most of the fallout: limited hous-
ing, with sky-high prices.

The stalemate has helped create hous-
ing prices in Salinas, a city of 150,000, that
are out of sight, even by California stan-
dards. Last year, Salinas was the least-af-
fordable place in the country to live, based
on the percentage of median income re-
quired to make the mortgage on a median-
priced house, according to Moody’s Econ-
omy.com. The median resale price of a
single-family home in Salinas was $620,000
in June 2006, compared with $175,750 the
same month in 1996, according to
DataQuick Information Systems. City
manager Dave Mora says that Salinas’s 19
square miles are “99% built out.”

Monterey County’s unusual combina-
tion of prime agricultural land and stun-
ning coastal property, of great wealth abut-
ting great poverty, make it an extreme ex-
ample of how land-use questions can turn
political. The clash here provides a
glimpse of what may be faced by other

areas and industries that increasingly rely
on low-wage immigrant laborers, without
enough places to house them.

The fight is also emblematic of “slow-
growth” movements across the country.
From California to Vermont, residents are
rebelling against plans they worry will
trigger sprawl, rejecting the notion that
what’s good for the economy is good for
them. Many want to maintain the small-
town character of their communities, or
preserve historic sites or the environment.

Some of the agriculture workers in
Monterey are undocumented immi-
grants, and many move with the har-
vests, traveling from Arizona to Califor-
nia to the Northwest. But increasingly,
there is work year-round in Salinas. Tech-
nology has allowed more crop rotations
throughout the year, fresh-vegetable pro-
cessing plants have opened and wineries
have sprung up.

John Steinbeck, who grew up in Sali-
nas, rhapsodized about the beauty of the
Salinas Valley in his book “East of
Eden,” published in 1952, describing its
“light gay mountains full of sun and love-
liness” and streams that “slipped out of
the hill canyons and fell into the bed of
the Salinas River.” He wrote about the
valley’s fertile soil and foothills carpeted
with flowers.

I
N THE 1950S and 1960s, farmers
brought thousands of Mexican la-
borers to the U.S. as part of the
government’s bracero program.

Farmers housed the mostly male work-
force in dormitories on the edge of their
land. By the 1970s, few farm owners of-
fered housing because in most cases, they
weren’t obligated by law to provide it.

As the agricultural industry in Sali-
nas flourished, the number of immi-
grants surged. At the same time, the
area’s beauty was becoming a draw to

the wealthy and to tourists. Environ-
mental groups increasingly kept a
watchful eye over Monterey’s land and
its marine life.

The pristine look of the area is key to
the county’s $1.6 billion tourism industry.
In Carmel-by-the-Sea, where Clint East-
wood was once mayor, neon signs, bill-
boards and food stands are banned. A
round of golf at the famed Pebble Beach
Golf Links is $450 per person.

In the 1980s, more developers
started to arrive. Grassroots groups be-
gan forming to oppose new housing
projects, citing concerns about sprawl,
water supplies and road congestion. In
the 1990s, the groups began filing law-
suits, which stalled several develop-
ments. Still, amid the dot-com boom,
Silicon Valley workers began buying
homes in the area, even though it
meant a long commute. “The mantra of

big-money interests is ‘we need afford-
able housing,’ ”says Jan Mitchell,
who formed two groups to fight develop-
ers. “But they never provide affordable
housing; they will build estates.”

By 1998, slow-growth advocates joined
forces to form a group called LandWatch
Monterey County. The group has been
funded by individuals and foundations,
including the David and Lucile Packard
Foundation. “What we are trying to do is
prevent the Salinas Valley from turning
into another Los Angeles County or Sili-
con Valley,” says Chris Fitz, executive
director of LandWatch.

Janice O’Brien, a LandWatch sup-
porter, lives in a fan-shell-shaped house
in Pebble Beach, designed by a student
of Frank Lloyd Wright. Her solar-pow-
ered home sits atop dunes on a well-
known scenic route. Mrs. O’Brien moved
here in 1973 from southern California,
when many people, especially from Los
Angeles, began to seek greener, calmer
pastures in the Central Coast. She de-
scribes herself as a “liberal Democrat
and ardent environmentalist.”

“Why don’t we live within the re-
sources that make the peninsula beauti-
ful?” she says. “That is our battle cry.
Stay within the resources.”

Mrs. O’Brien says that because of the
influx of people working in the tourist
trade in her area, traffic “has begun to
look like Los Angeles at 5 p.m.,” when
many workers drive home.

Critics say that slow-growth advo-
cates often live in coastal towns or ranch
areas, surrounded by nature and isolated
from the problems of overcrowding.
“There are people who came here 20
years ago, found Utopia and don’t want
anything to change,” says Jerry Smith,
chairman of the Monterey County Board
of Supervisors and a fourth-generation
native of Monterey. “I’m passionate
about my ocean sanctuary, rolling hills
and farmland, but I really believe we
need to build housing.”

Other longtime residents, most of
whom have seen their property values
rise, want to fend off developers who
they fear will suburbanize the area.
“Nobody wants to give up this way of
life,” says Carol Harrington, who has
lived in the Salinas area since her
youth. Wild turkeys, wild pigs and deer
roam on her 16 acres. She thinks hous-
ing for immigrant workers “should be
provided by the farmers.”

In 1999, another nonprofit group,
called Common Ground, was formed to
oppose LandWatch; its supporters in-
cluded agriculture interests, the tourism
industry and immigrant advocates.

Farmers in Salinas say they have
been stewards of the land long before
environmentalists arrived, and should
have the flexibility to develop it as they
see fit. “The threat to agriculture is not
that we’ll sell land,” says Rod Braga,
whose grandfather started farming here
80 years ago and who employs about
1,200 immigrants during peak season.

“It’s that our laborers won’t be able to
afford to live here.”

While environmentalists and farmers
battled and little new housing was built,
immigrants suffered, with more and more
workers living in difficult conditions.

For several years, the Alvarados
shared a rented two-bedroom apartment
with another family. “It is impossible to
make ends meet on one salary” in Sali-
nas, says Mrs. Alvarado, who worked at
a local preschool part-time. Her husband
earned $10.50 an hour. She earned $7.50
an hour. She says she would have pre-
ferred to stay at home, to shield her kids
from gangs.

Crowded conditions contribute to
the proliferation of gangs in Salinas,
says Police Chief Dan Ortega. “Mi-
grant kids are lured into gangs for pro-
tection,” he says. In 2004, the most re-
cent year for which national compari-
sons are available, the murder rate in
Salinas was 11.4 per 100,000 people,
compared to 5.5 nationally. Aggravated
assaults in Salinas were 453 per
100,000, compared with 291 nationally.
Robberies were 302 per 100,000, against
136.7 nationally. The city’s homicide
rate fell last year, Mr. Ortega says, in
part because of the creation of a county-
wide Gang Task Force.

He notes the contrast for immigrants
who serve the tourist trade in the upscale
communities. “To make all that tourism
work, you need busboys, maids and
cooks,” says Mr. Ortega. “After work,
they come home to Salinas” where living
conditions are deplorable, he says.

The housing crush has caused work-
ers to make risky plays for the few own-
ership opportunities that come up. In
March, real-estate agent Frank Bel-
lafiore says he sold a house to a Mexi-
can immigrant field-worker who had
been renting a room for his family for
seven years in another family’s home.
The home—a 1,013-square-foot house
built in 1954—cost $490,000. The monthly
mortgage payment of $3,000 represented
about 70% of the fieldworker’s income.

Despite that, “he was so thrilled that
he cried when he signed the loan,” re-
calls Mr. Bellafiore, who declined to give
his client’s name. He says the new home-
owner is considering becoming a land-
lord himself, by renting out one of his

bedrooms to a pair of field-workers.
The housing crunch is even driving

higher-income workers away, employers
say. Don Nucci, co-chairman of Mann
Packing Co., a vegetable packer and ship-
per, says his company recently lost five
supervisors, discouraged by the area’s
home prices and gang problems. John
D’Arrigo, whose grandfather started
farming here in 1923, says his agribusi-
ness lost two high-tech experts in three
months. “It’s happening all over town,”
he says. “People are leaving this area,
from low-skilled workers all the way up
to people making $100,000 a year.”

I
F MORE LAND is allowed to be
developed for housing, the big ques-
tion is whether that would help the
immigrant population. The pro-

growth camp says it will, because every
new project is required to include a cer-
tain number of “workforce” housing
units, which are intended for lower- to
moderate-income workers.

The slow-growth camp contends most
development will be for expensive homes—
and even the units designated for lower-
income workers will be out of reach for
most immigrant laborers, who earn as
little as $14,000 a year.

Construction of 853 houses—in the
only single-family development now go-
ing up in Salinas—was delayed three
years by challenges from another slow-
growth group called Citizens for Re-
sponsible Growth, which raised con-
cerns about the impact on traffic,
schools and open space. Most of those
houses cost between $500,000 and
$800,00. Under current city rules, 12%
must be set aside for moderate- to low-
income families; those houses cost
more than $200,000.

“Families will do whatever they can
to get into a house,” says Mr. Mora, the
Salinas city manager. “You need to have
two or three families in a house.” Some
low-income home buyers take out inter-
est-only mortgages, or benefit from spe-
cial financing from nonprofit or govern-
ment groups.

The latest battle over competing vi-
sions for Monterey County is evident in
the struggle to revise a 20-year growth
plan. The plan has been a work-in-

progress for six years and has already
cost taxpayers more than $6 million.

The first draft of the plan satisfied the
slow-growth camp, but infuriated farm-
ers, housing advocates and the tourism
industry. Development of 75% of county
land was blocked, either because it was
deemed ecologically sensitive or too far
from infrastructure. Latino community
leaders accused slow-growth groups of
being “environmental racists,” who
wanted to deprive Hispanics of achieving
home ownership.

Last October, LandWatch, the slow-
growth group, unveiled its own plan. Un-
der that plan, many decisions—including
approval for certain housing projects—
would be decided by voters rather than
elected or appointed officials. Develop-
ment would be restricted to five already-
urbanized areas. The plan calls for new
projects to set aside at least 30% of units
for low-income families.

Immigrant advocates say the Land-
Watch initiative would allow the heavily
white populations of Carmel, Pebble
Beach and Monterey, which often have
higher voter turnout, to veto growth
plans in Salinas Valley communities,
which are home to mainly working-class
Hispanics.

“Their plan basically says [to immi-
grants] that you can work in our restau-
rants, hotels and golf courses,” says Al-
fred Diaz-Infante, president of a non-
profit home developer called Chispa.
“But go home to your crowded conditions
in Salinas at the end of the day.”

LandWatch hoped to put its plan on
the ballot in November, but the plan is
tied up in San Francisco federal court.
The court will decide whether a peti-
tion to qualify an initiative for the bal-
lot complies with the Voting Rights Act
if it was circulated only in English de-
spite the fact that the area has many
Spanish speakers.

Monterey County is advancing with
its fourth draft of the general plan, which
it hopes to adopt within months.

Meanwhile, the Alvarados, who came
to Salinas in 1989 to pick lettuce, have
had enough. They recently moved to
Pasco, Wash., where they hope to seek
work in the fields and be able to buy a
home. “It got too expensive in Salinas,”
Mrs. Alvarado says.

Continued From First Page
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Carol Harrington outside her Salinas, Calif., home.
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The Politics 
of Land Use
California’s Monterey County boasts 
breathtaking scenery and terrible
squalor. Immigrants, who are crucial to 
the area’s agriculture and its hospitality
industry, can’t find affordable housing.
Local farmers want to sell off some of their
land to developers. Environmentalists are
concerned this would spoil the area’s scenery 
and wouldn’t benefit those who need it.

Environmental groups contend 
developers are more likely to build 
pricey new homes for people willing to
commute between Monterey County 
and Silicon Valley, rather than afford-
able housing for local immigrants.

Although surrounded by verdant 
fields, Salinas is one of the most 
overcrowded places in the country 
due to a huge influx of immigrant 
workers.

Many residents in the affluent
enclaves of Carmel, Pebble Beach 
and Monterey support environmental 
organizations that have filed lawsuits 
blocking development of new housing.

1Through second quarter 2006
2Based on the percentage of median family
income required to make the mortgage on a 
median-priced house:
3Through first quarter 2006

Sources: California Department of Forestry;
Moody’s Economy.com; DataQuick Information 
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Qwest Ex-Chief’s Trial Will Remain in Denver

Rubin Leaves Ford’s Board to Allay Conflict Worry

InTonyMonterey,aFightOverLandLeavesImmigrantsCrammedIntoHousing
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Associated Press
DENVER—A federal judge set a

March date for Joseph Nacchio’s insider-
trading trial here, rejecting the former
Qwest Communications International
Inc. chief’s claim that he can’t get a fair
trial in the phone company’s hometown
because of negative publicity.

U.S. District Judge Edward Notting-
ham also ruled on a handful of evidence-
related motions and heard arguments be-
hind closed doors about classified infor-
mation involving Qwest’s business con-
tracts with the government. He ruled the
material needed to remain top secret to
protect national security.

The judge set a March 19 trial date
and estimated it would take about 30 days.

Mr. Nacchio’s lawyers had argued
that the trial should be moved from Den-
ver, citing what they called pervasive neg-
ative publicity that linked Mr. Nacchio to
Qwest’s multibillion-dollar accounting
scandal. Nacchio attorney Jeffrey Speiser
told Judge Nottingham, “He’s charged
simply with insider trading. He’s not
charged with doing harm to Qwest.”

While acknowledging that there has
been negative publicity, Judge Notting-
ham said it was premature to consider
moving the trial because they haven’t
tried yet to seat an impartial jury.

Mr. Nacchio is charged with 42 counts of
insider trading for allegedly selling $101 mil-
lion in stock in 2001 based on inside knowl-
edge that Qwest would be unable to meet
revenue targets because it had improperly
used nonrecurring revenue for those goals.

If convicted, Mr. Nacchio could face
as many as 10 years in prison on each
count and a financial penalty of $101 mil-
lion. Mr. Nacchio has pleaded not guilty
and remains free on bail.

One of the defense’s central claims is
that Mr. Nacchio didn’t see the company as
faltering because he was privy to informa-
tion about secret national-security-related
contracts that he thought Qwest would win.
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By JESSE DRUCKER

SOUTHAMPTON, Bermuda—Merck
& Co.’s medications Zocor and Mevacor
have been used by millions of people to
help lower their cholesterol. But Merck
also used the drugs to lower something
else: its U.S. tax bill.

Thirteen years ago, Merck set up a
subsidiary with an address in tax-
friendly Bermuda, in partnership with a
British bank. Merck quietly transferred
patents underlying the blockbuster drugs
to the new subsidiary, according to docu-
ments and people familiar with the trans-
action. Merck then paid the subsidiary
for use of the patents.

The arrangement in effect allowed
some of the profits to disappear into a
kind of Bermuda triangle between differ-
ent tax jurisdictions. The setup helped
Merck slash $1.5 billion off its federal
tax bills over roughly the next 10 years.

Now, the complicated transaction—
never publicly disclosed—has sparked
one of the largest tax disputes ever in-
volving a U.S. corporation. The Internal
Revenue Service is challenging the tax
benefits from the arrangement, which
the company code-named “Project Ry-
land,” after a fancy restaurant near the
company’s New Jersey headquarters.
Merck anticipates it will be ordered to
hand over a total of $2.3 billion in back
taxes, interest and penalties, according
to its filings with the Securities and Ex-
change Commission, which give the
amounts in dispute but virtually no
other details.

Merck says it did nothing wrong and
that the deal was simply a way of raising
financing for its 1993 acquisition of a
pharmacy-benefits management firm,
Medco Containment Services Inc. “We be-
lieve the partnership transaction is in
full compliance with IRS rules and regula-
tions and we vigorously disagree with
the proposed IRS adjustments,” says
Merck spokesman Raymond Kerins, who
declines to discuss details of the dispute.

The IRS won’t discuss its objection to

the Merck partnership. But it is pursuing
actions against Dow Chemical Co. and
General Electric Co. over similar ar-
rangements they set up within a few
months of the Merck deal. Those, federal
tax authorities have argued, weren’t real
partnerships with foreign banks but just
well-disguised loan agreements, de-
signed to avoid taxes by maneuvering
between the tax laws of different coun-
tries, with no economic substance.

The Second U.S. Circuit Court of Ap-
peals last month reversed a trial court
and declared that foreign banks in the
GE deal were not “bona fide equity part-
ners,” a victory for the government in its
battle over $62 million in back taxes. GE
is seeking a rehearing. Meanwhile, in a
little-noticed dispute in U.S. District
Court in Baton Rouge, La., the IRS
claimed last year that Dow improperly
lowered its tax bill by about $130 million
by shifting income, through a partner-
ship, to a consortium of German, Dutch,
U.K. and Belgian banks. Dow says the
arrangement was legitimate financing
and is suing the government to try to
keep the money.

As part of that case, the Justice De-
Please Turn to Page A12, Column 3

By JAMES R. HAGERTY
And MICHAEL HUDSON

MARTINSVILLE, Va.—Federal and
state authorities are investigating allega-
tions of an elaborate mortgage fraud involv-
ing about 100 people living in or near this
small factory town who say they unwittingly
tookout loanstobuyhousesat inflatedprices
in Indiana.

The borrowers, who include truck driv-
ers, factory workers, a pastor and a hair
stylist, say theyweredupedby acquaintan-
ces into signing stacks of documents and
didn’t know they were applying for loans.
Instead, they thought they were joining a
risk-free “investment group.”

Now, many of the loans are in default,
the borrowers’ credit ratings are in ruins,
and lenders are pursuing the organizers of
the purported investment group in court.
Companies stuck with the defaulting loans
include Countrywide Financial Corp., the
nation’s largest home lender, and Argent
Mortgage Co., another big lender.

A lawsuit filed by Countrywide accuses
the organizers of acquiring homes and
then fraudulently selling them for a quick
profit to the Virginia borrowers. Represen-
tatives of the borrowers put the total value
of loans involved at about $80 million,
whichwouldmakeitoneof the largestmort-
gage-fraud cases ever.

Mortgage fraud, involving loans ob-
tained by providing false information,
has mushroomed in recent years as
lenders have pushed for speedier loan
approvals in an effort to remain compet-
itive and milk maximum profits from
the now-fading housing boom. The Fed-

eral Bureau of Investigation reported
that mortgage fraud led to losses of $1
billion in 2005, up from $429 million a
year earlier. Some of the fraud that
slipped through during the boom is only
now starting to surface.

Attracted by the ability to obtain
large sums quickly, some criminal gangs
involved in drug dealing and other street
crimes have branched out into mortgage
fraud, says Chip Burrus, assistant direc-
tor of the FBI’s criminal investigative di-
vision. “It’s more profitable and less
risky,” he says.

Part of the problem, say critics inside
Please Turn to Page A10, Column 3
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Mr. Turner vs. Home Depot

By MIRIAM JORDAN

SAN BERNARDINO, Calif.—Armed
with a computer and less than $100, Joseph
Turner two years ago formed a group
called“SaveOurState.”Hisgoal: saveCal-
ifornia from turning into a “Third World
cesspool” of illegal immigrants, he says.
The group doesn’t have a formal member-
ship, and Mr. Turner counts barely 2,000

people on his email
list and message
board.

Yet this meager
base has proved to
be a powerful
springboard.
Through his Web
site, Mr. Turner
has recruited sup-
porters to hold con-
frontational pro-
tests outside Home
Depot stores,
where unautho-
rized workers often

gather to seek jobs. He has also helped
ignite a nationwide movement by local
governments to crack down on illegal im-
migration. So far, about 10 towns have
passed ordinances to drive out undocu-
mented immigrants after getting the
idea from Mr. Turner. Dozens of other
towns are considering such measures.

“My idea of activism is aggressive,
street-level and in-your-face activism,”
says Mr. Turner, who strikes a clean-cut
look with slicked-back black hair and icy
blue eyes. He adds: “I don’t believe in
turning the other cheek.”

Mr. Turner is part of an anti-immi-
grant brushfire that is gathering force at
the grass-roots level around the U.S. Small
groups like Mr. Turner’s Save Our State
are cropping up from coast to coast, re-
cruiting members and devising tactics to
tackle illegal immigration in their commu-
nities. Critics call many of these groups
racist, a charge organizers deny. What no
one disputes is that they are tapping into
widespread frustration over the federal
government’s failure to adopt a national
immigration policy while a deeply divided
Congress clashes over how to deal with 12
million illegal immigrants.

The Center for New Community, a Chi-
cago organization that tracks immigra-
tion issues, says there are 211 so-called na-
tivist groups—groups that advocate pro-
tecting the interests of native inhabitants
against those of immigrants—across the
U.S., up from 37 two years ago. The South-
ern Poverty Law Center, which tracks ex-
tremist groups, also says nativist groups
are on the rise and that several are hate
groups, including Mr. Turner’s Save Our
State. The law center defines a hate group
as one that singles out and promotes ha-
tred of another group, based on ethnicity,
language, religion, sexual inclination or
immigration status. Mr. Turner denies he
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n CONGRESS MOVED to sign off on
terror-detainee rules sought by Bush.

Rushing to clear the legislation this
week before leaving to campaign, the
House gave 253-168 assent. The Sen-
ate agreed to limit debate and could
follow suit today. The Senate is also
set to pass and send to Bush a $447
billion Pentagon budget with $70 bil-
lion in war funds. Next year, defense
spending is on course to surpass that
at the Vietnam War’s height, in 2006
dollars. But the list of unfinished leg-
islative business, much of it once de-
scribed as vital, is lengthy. (Page A8)

A House Democrat cited the case of
an Iraqi Associated Press photogra-
pher, held without charge by the U.S.
military since April, in rejecting the
detainee bill. Hastert said opponents
would prefer terrorists be “coddled.”

i i i
n U.S. troops killed eight Iraqis in a
firefight that led to mistaken-identity
accusations. Gunmen killed 10 near a
Sunni mosque at Ramadan prayers.
A University of Maryland Iraqi poll
says 60% back attacks on Americans.
n Iraq may revive a Hussein-era oil
contract with China. Kurdish leaders
threaten to secede if Baghdad moves
to block oil contracts they negotiate.

i i i
n Israel freed a Hamas deputy pre-
mier held in a crackdown after a sol-
dier was seized in Gaza. Israel also
named a new commander for its Leb-
anon-Syria front. Hezbollah appears
not to face a real disarmament push.

i i i
n Karzai and Musharraf attended a
sit-down with Bush. The U.S. military
said Taliban attacks tripled since Pa-
kistan halted a border military drive.
n NATO states are expected to pledge
surplus military gear for troops in Af-
ghanistan, where at least 25 Taliban
reportedly died in southern fighting.

i i i
n Rice warned Sudan it risks a U.N.
confrontation if it doesn’t agree to an
immediate Darfur cease-fire and de-
ployment of U.N. peacekeeper troops.

i i i
n Iran-EU nuclear talks were said to
have intensified, and the U.S. said it
might defer any push for U.N. sanc-
tions to see if progress can be made.

i i i
n Estonia has detained a ship on sus-
picion the Probo Koala dumped toxic
waste in Ivory Coast’s top city, leav-
ing eight people dead and 44,000 sick.

i i i
n Georgia confronts a fresh face-off
with Russia as it arrested four Rus-
sian officers as spies and demanded
that Moscow give up a fifth suspect.

i i i
n Melanoma treatment may be trans-
formed as a study suggests a proce-
dure called a “sentinel node” biopsy
should be used routinely. (Page D1)
n Nursing-home malnutrition is often
the result of food trays being placed
out of reach or hard-to-open packag-
ing, a British nursing journal found.

i i i
n A gunman took six girls hostage in
a four-hour standoff at Bailey, Colo.,
high school, fatally shooting one and
killing himself as the police closed in.

i i i
n Republicans selected Minneapolis-
St. Paul as their Sept. 1-4, 2008, con-
vention site, with Democrats likely to
pick between New York and Denver.

i i i
n Died: Iva Toguri D’Aquino, 90, con-
victed as “Tokyo Rose,” pardoned af-
ter doubt arose, Tuesday, in Chicago.

Kobi Alexander, a former chief execu-
tive embroiled in a stock-options scandal
and the focus of an international man-
hunt, seemed to have found the safest of
havens: Windhoek, the picturesque capi-

tal of Namibia, an African country with
no extradition treaty with the U.S.

Missing since early August, and sup-
posedly spotted in Sri Lanka several
weeks ago, Mr. Alexander was living
openly in Windhoek with his wife and
children, said a U.S. official in Namibia.

He had filled out a
temporary resi-
dence permit using
his given name, Ja-
cob Alexander, the
official said, had en-
rolled his children
in the international
school and was look-
ing for real estate.

Yesterday, this
life on the lam
came to an end.
Early in the morn-
ing, Namibia’s jus-
tice minister filed a

special notice with parliament to allow
the country to extradite Mr. Alexander to
the U.S., and a magistrate issued an ar-
rest warrant soon after. At about 2 p.m.
local time, authorities arrested Mr. Alex-
ander, the 54-year-old former chief of
Comverse Technology Inc., as he was hav-
ing lunch with his wife in his suite at the
luxury Windhoek Country Club. They’d
been staying there while shopping for a
residence, according to the U.S. official.

Shortly thereafter, the U.S. attorney in
Brooklyn,N.Y.,unsealed a32-count indict-
ment against Mr. Alexander for his al-
legedrole inascheme tobackdate stockop-
tions at the company he had co-founded.

Herman Oosthuizen, an attorney for
Mr. Alexander in Windhoek, declined to
comment. Keith Krakaur, an attorney for
Mr. Alexander in New York, said he
hadn’t spoken to his client since the ar-
rest and didn’t know how he would re-
spond to the effort to extradite him.

About a month ago, an official at
Namibia’s bank regulatory agency no-
ticed an unusual transfer of funds into
the African country: Tens of millions of
dollars to the account of Mr. Alexander,
who had arrived days before. That
seemed suspicious for a person with no
known permanent Namibian residence,
family or business connections. The offi-
cial sent word through an Interpol liai-
son, who got in touch with the U.S. Fed-
eral Bureau of Investigation, and learned
that Mr. Alexander was a wanted man.
“TheNamibians andwe are flabbergasted
about why he would come here,” said the
U.S. official who provided the account of
Mr. Alexander’s capture.

Windhoek, a city of both modern build-
ings and German colonial architecture,
has a reputation as one of the most beauti-
ful in Africa. Namibia is off the beaten
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Town’s Residents Say They Were

Targets of Big Mortgage Fraud
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World-Wide

Campaign Journal: A Senate
candidate takes a stand
against negative campaigns,

but so far, the results aren’t posi-
tive. Plus, the latest Zogby Interac-
tive poll of battleground races.

i i i
n Numbers Guy: Are unlikely sports
feats the miracles they’re made out
to be? Carl Bialik investigates.

i i i
n Fiscally Fit: How the Cullens’ gifts to
each other went from romantic to routine.
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THE DOW INDUSTRIALS
rose 19.85 points to 11689.24,

their second-highest finish ever
but still 33.74 points short of the
record set in January 2000. The
gains came despite disappointing
economic news and a $1.95 jump
in oil prices to $62.96 a barrel. Nat-
ural-gas prices fell to their lowest
finish since 2002. Bonds declined.
n Durable-goods orders fell un-
expectedly in August as new-home
sales posted an unexpected gain.

(Articles on Pages A6, C1, C5 and C7)

i i i

n H-P ex-Chairman Dunn said
she relied on advice from company
executives, including the chief fi-
nancial officer, before pushing
the investigation into board leaks.

(Articles on Pages A3 and C1)

i i i

n An alleged mortgage fraud is
being investigated in a town in Vir-
ginia, where people say they were
duped into applying for loans.

(Article in Column 5)

i i i

n GM chief Wagoner and Renault
and Nissan CEO Ghosn agreed to
keep talking until Oct. 15 about
a possible three-way alliance.
n Toyota is preparing for a slow
start for its redesigned Tundra
pickup because of high fuel costs.

(Articles on Pages A3 and D7)

i i i

n Comverse’s ex-CEO was ar-
rested in Namibia. He faces ex-
tradition to the U.S., where he was
charged with options backdating.

(Article in Column 4)

i i i

n Investor Carl Icahn plans to
spend up to $500 million to boost
his stake in Federated, raising the
prospect of a leveraged buyout.

(Article on Page B2)

i i i

n Steel inventories are piling up
in customer warehouses in the
U.S., creating worries of a glut
and downward pressure on prices.

(Article on Page A6)

i i i

n Endesa’s board is expected to
approve a sweetened $47 billion
offer by German utility E.On
for the Spanish power company.

(Article on Page A6)

i i i

n Wal-Mart will curtail health-
care options it offers newly
hired workers, promoting a low-
premium, high-deductible plan.

(Article on Page B2)

i i i

n 7-Eleven won’t renew its 20-year
gasoline-supply contract with
Venezuelan state-owned Citgo
and will market its own brand.

(Article on Page B2)

i i i

n Nokia is ramping up efforts to
make multimedia cellphones
that allow users to play music,
take photos and watch video.

(Article on Page B3)
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The Bungled Task
Of Ground Zero
Ada Louise Huxtable
considers the three
huge towers proposed
for the World Trade

Center site. Leisure & Arts, D8

Forget Zidane, Read the Ads
Major League Soccer hopes to kick a
financial goal next spring when it will
allow advertisements on the fronts of
players’ jerseys. B1

The Puzzle of Using Paulson
The Bush team faces a postelection
decision of how best to deploy the
energetic Treasury chief. A2

New Backlash

How drug maker Merck’s tax-saving
partnership worked with U.K. bank Abbey
National PLC:

n Merck sets up MSD Technology LP and
contributes its patents for Zocor and
Mevacor.

n Abbey unit buys a portion of MSD for
cash; the majority is owned by Merck
subsidiaries.

n Merck pays MSD royalties to use
patents it formerly owned.

n On MSD’s books, some taxable income
is technically allocated to Abbey,
reducing Merck’s tax liability.

n Abbey isn’t taxed by the U.K. on the
allocation. It also receives smaller,
taxable cash payments from MSD.

n MSD indirectly loans Merck back much
of the money Merck paid it for patent use.

n Merck pays interest but largely
recaptures it when the partnership is
liquidated.

The Tricky Game
Of Pricing a Home
As buyers sit back, sellers
test new strategies for sales
PERSONAL JOURNAL | D1

>

What’s News–

WSJ.com

–Markets–
Stocks:NYSE comp. vol. 2,752,763,240
shares, Nasdaq vol. 2,017,279,951.
DJ industrials 11689.24, s +19.85;
Nasdaq composite 2263.39, s +2.05;
S&P 500 index 1336.59, s +0.25.
Bonds (4 p.m.):10-yr Treasury
t –4/32, yld 4.602%; 30-yr
Treasuryt – 12/32, yld 4.743%.
Dollar:117.50 yen, +0.34; euro
$1.2703, +0.13 cent against the dollar.
Commodities:Oil futures $62.96 a
barrel, s +$1.95; Gold (Comex)
$597.30 per troy ounce, s +6.10;
DJ-AIG Commod 158.742, s +0.759.
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Bermuda Triangle

Under Suspicion 
‘Suspicious Activity Reports’ (SAR) 
are filed by financial institutions that 
detect suspicious activity.

SAR filings for mortgage fraud:

Note:  Some SAR may list multiple suspicious activities.

Source: Financial Crimes Enforcement Network
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Do Stock Symbols
Have Secret Values?
Studies look at whether clever
tickers aid investors’ payoffs
MONEY & INVESTING | C1

See You in London
In My Office in L.A.
Teleconferencing is stepping up
in its quality, appeal and cost
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* * * * * * * * *! T H U RS DAY, S E P T E M B E R 2 8, 2 0 0 6 ~ VO L . C CX LV I I I N O. 75 ~ HHHH $1 .0 0



CYAN MAGENTA YELLOW BLACK 

CMY K 

Composite

Composite P1JW27100E-9-A01400-1---XA P1JW27100E-9-A01400-1---XAP1JW27100E-9-A01400-1---XA
*********

AZ,EE,MW,SC,SW,WE

4717357

09/28/2006

P1JW27100E-9-A01400-1---XA

runs a hate group.
These grass-roots organizations are

having an impact. In North Carolina, state
legislators say the fierce opposition of one
anti-illegal immigration group torpedoed a
bill proposed last year that would have al-
lowed undocumented students who gradu-
ate from state high schools to pay in-state
college tuition. InGeorgia,anothergroup’s
mobilizationeffortswerecrucial topassing
a bill last spring to curb illegal immigra-
tion. In Arizona, a group called Protect Our
City is pushing for local officials, including
police officers, to help federal authorities
enforce immigration laws within Phoenix.

The groups are often one-man shows,
steered by tech-savvy leaders who cre-
atively use the Web to mobilize support
for immigration protests, boycotts, legis-
lation and media coverage in their areas.
Their influence is amplified as they find
each other online and coordinate their
efforts. Save Our State has occasionally
joined forces with a North Carolina
group as well as the volunteer group Min-
uteman Project, which patrols the border
with the goal of stopping illegal immi-
grants from entering U.S. soil.

Several budding groups receive fund-
ing from older, well-endowed national or-
ganizations, such as the Federation for
American Immigration Reform, which has
been battling immigration for decades.
Ron Woodard, head of NC Listen, a North
Carolina group, says he improved his pub-
lic-speaking skills in courses sponsored by
FAIR. The Washington, D.C.-based na-
tional group, which advocates curbing le-
gal immigration as well as stopping illegal
entries to the U.S., also provided his group
with “minor” financial support, he says.

Striking a Chord
These groups often strike a chord in

small towns and areas where Hispanics
are relative newcomers. Immigrants are
increasingly bypassing traditional His-
panic centers in big cities, California and
the southwest. Instead, they’re settling in
smaller, homogeneous towns and in Mid-
dle America, where many residents are
still unaccustomed to them and fear that
wages are being undercut by immigrants
taking blue-collar jobs in their community.

“The financial costs to Georgia tax-
payers of supplying [bilingual] educa-
tion, incarceration, medical care and so-
cial benefits to the hundreds of thou-
sands of people who are here in violation
of our laws is becoming impossible to
ignore,” declared one Web site run by a
Georgia grass-roots group, the Dustin In-
man Society. “Someone please point to a
case of wages in Georgia having gone up
because of illegal immigration!”

Anti-immigrant sentiment has swept
the U.S. before, targeting Irish, Italian,
Jewish, Chinese and Japanese newcom-
ers. In response to public outcry against
the influx of immigrants from Southern
and Eastern Europe after World War I,
Congress passed the Quota Act of 1921

and then the even more restrictive Immi-
gration Act of 1924. These days, hostility
is directed at Spanish-speaking immi-
grants, especially illegal immigrants
who are decried as a burden on taxpay-
ers and a threat to national security.

William Gheen, a former conserva-
tive campaign strategist and legislative
assistant, formed the Americans for Le-
gal Immigration-PAC, or ALIPAC, on
Sept. 11, 2004, the anniversary of the
terrorist attacks. Hispanic illegal immi-
grants aren’t blowing up skyscrapers,
“but they steal American jobs, depress
American wages and can wreck Ameri-
can lives,” Mr. Gheen says. “They’re
the enemies in our streets.” He says his
group, run from his home in Raleigh,
N.C., boasts supporters from all 50
states and has raised $40,000 so far this
year. “Most contributions come from
concerned individuals, checks for $25 to
$50,” Mr. Gheen says.

The money comes from people like
Lisa Mercier, a Hartselle, Ala., home-
maker and devout southern Baptist who
says the issue piqued her interest when
Latino gangs moved into her former
neighborhood on the outskirts of Washing-
ton, D.C. “With terrorism the way it is, we
can’t have our border wide open,” she
says, adding: “All the poor would like to
come here.”

Last year, four North Carolina law-
makers introduced a bipartisan bill that
would entitle undocumented students
who graduate from North Carolina high
schools to attend universities paying in-
state tuition. Mr. Gheen mounted an oppo-
sition campaign on the Web, lobbied in
the halls of the state legislature and
spread his message on a conservative ra-
dio talk show.

Several state legislators who signed
the bill subsequently asked to remove
their names from it. The bill never
moved out of committee.

“This little organization got it on talk
radio and created a firestorm,” says
North Carolina State Representative
Paul Luebke, a Democrat and a primary
sponsor of the bill. “Right-wing talk ra-
dio amplified the message. They ham-
mered away on it incessantly. This en-
raged large numbers of people.”

Mr. Luebke also says Mr. Gheen preyed
on the discomfort felt bymany whiteNorth
Carolinians over the increased visibility of
Latinos—the spread of Mexican restau-
rants and stores, Spanish-language signs
and Spanish-language movies at video
stores. With manufacturing jobs also mov-
ing overseas, “the brown immigrant was
an easy scapegoat,” says Mr. Luebke.

Mr. Gheen says his is a “moderate
group” and denies trying to stir up racial
animosities.

In Marietta, Ga., the local grass-roots
group is the Dustin Inman Society,
named for a teenage boy killed several
years ago in a car accident that allegedly
involved an illegal immigrant. The group
is led by D. A. King, a 54-year-old former

Marine who sports a close-cropped hair-
cut and says he was snubbed by Mexicans
who moved into a house in his neighbor-
hood in the 1990s. He says he grew even
more frustrated when local and immigra-
tion officials ignored his calls to take ac-
tion against the house, which he believed
was overcrowded with illegal immi-
grants.

Mr. King shuttered his insurance
business of 20 years in 2003 to devote
himself full-time to educating Georgians
about the adverse impact of illegal immi-
gration, organize rallies around the is-
sue and work the halls of the Georgia
state legislature.

The crowning of his efforts was the pas-
sage in April of the Georgia Security and
Immigration Compliance Act, a state bill
chockablock with provisions to stop illegal
immigrationthatwillbegin togo intoeffect
in July 2007. “We were sliding down a slip-
pery slope on the way to ‘Georgiafornia,’ ”
says Mr. King, referring to California,
which isoftenusedas theposterchild ofex-
cessive Latino immigration.

Effective Weapon
A key proponent of the immigration

bill, his single most effective weapon was
organizing protests at the Capitol “for
the media and state governments to
see,” says Mr. King. He also praised the
bill on radio and in newspaper columns.
“I made it impossible for politicians to
ignore the issue,” he says.

Republican State Senator Chip Rog-
ers, who wrote the Georgia bill, says
Mr. King was “instrumental in ensur-
ing people interested in illegal immi-
gration were aware of the bill. He sent
lots of email, went on radio often and
wrote in local papers about it. He
touched just about every potential me-
dia outlet.”

In the network of anti-illegal immi-
grant activists, few have risen higher or
faster than Joseph Turner. He still rel-
ishes a moment 12 years ago, when he
took the stage at his half-Hispanic high
school in working-class Riverside, Calif.,
to endorse a controversial ballot initia-
tive to ban illegal immigrants from receiv-
ing state benefits. The senior drew such a
heated response that he was sequestered
in a gym afterward until tempers were
calmed.

“I believe in the superiority of Amer-
ica and American culture,” he says. If
the federal government isn’t doing its
job, he says, direct democracy should
provide solutions. He calls for deport-
ing all illegal immigrants, saying, “the
net benefit of illegal aliens is nega-
tive.”

Mr. Turner grew up in Southern Cali-
fornia’s so-called Smog Belt, which in-
cludes San Bernardino and other work-
ing-class towns. His biological father,
an alcoholic, walked out of his life when
he was about eight years old, he says.
His mother remarried a Mexican-Ameri-
can, whom Mr. Turner considers his fa-

ther. He heard a lot of Spanish growing
up. Mr. Turner says his mother was a
drug addict who spent time incarcer-
ated, and describes his stepfather as a
“former gang banger” who abused
drugs and was imprisoned. Both have
since been rehabilitated, he says. Mr.
Turner’s mother, Janice Aguayo, con-
firms his account.

Incensed by the outcry of civil-rights
and Hispanic groups against roundups of
undocumented immigrantsbyU.S. author-
ities in southern California in 2004, Mr.
Turner started his own group to battle ille-
gal immigration, Save Our State. His first
target was Home Depot, where immi-

grants often wait for homeowners seeking
an extra hand at gardening or painting.

“With as little as five people you can
shut down a day-laborer center,” says Mr.
Turner, because employers will be too in-
timidated to stop and hire them. Contrac-
tors have been deterred from hiring from
these sites during the protests and in sev-
eral days that followed. Home Depot de-
clines to comment on Mr. Turner.

At a rally outside the day-laborer cen-
ter in the ritzy coastal town of Laguna
Beach, neo-Nazis and white supremacists
waved Nazi and confederate flags. Mr.
Turner says they weren’t welcome at the
event but that he couldn’t stop them and
thatSaveour Statemembers left shortlyaf-
ter they arrived. Mr. Turner says he also
deletes white-supremacist rhetoric when
it pops up on his Web site’s message board.

About a year ago, Mr. Turner drafted a
three-page ordinance —the “City of San
Bernardino Illegal Immigrant Relief Act.”
Although it was derailed before it could
come to a citywide vote, the ordinance
went on to be imitated, and passed, by sev-
eral towns and cities across the country.

The law as proposed in San Bernardino
wouldhave revoked the licenseofany busi-
ness deemed to aid or abet illegal immi-
grants, even unknowingly. It also would
have banned landlords from renting to an
illegal immigrant, and required that all
rental agreements be filed with the city for
verification.Oneprovisionwouldhavepro-
hibited the city from conducting business
in any language other than English.

Over four months, Mr. Turner spent
evenings and weekends gathering signa-
tures outside grocery stores and knocking
on doors in the more-affluent northern end
of San Bernardino. As fear spread in His-
panic-heavy communities, theArchbishop
of San Bernardino called an emergency
meeting of all parish priests and dioceses

to discuss how to counter the measure.
Community leaders, interfaith groups and
town officials gathered soon afterward.
“We wanted to portray this as a human is-
sue, not a political or religious issue,” says
Auxiliary Bishop Rutilio del Riego.

Before the ordinance could go to a
citywide vote, a judge ruled that Mr.
Turner hadn’t collected enough signa-
tures and granted him 10 days to make
up the difference, or nearly twice the
original number of signatures. Conclud-
ing he couldn’t achieve that, Mr. Turner
let his hometown effort die.

But over the next few weeks, it sprang
back to life—in the form of copycat initia-
tives taken up in small towns across the
country, including Valley Park, Mo., Riv-
erside, N.J., and Hazleton, Pa. Hazleton
Mayor Louis Barletta was searching for
ways to crack down on illegal immigra-
tion when he found Mr. Turner’s petition
on the Internet, though he says he isn’t
familiar with the views of Mr. Turner or
his group. Hazleton now prohibits any-
one from renting to or hiring illegal immi-
grants, and has made English the town’s
official language. Civil-rights groups are
challenging the legislation in court.

Mr. Turner, who has a young son with
his girlfriend, recently decided to run for
the local San Bernardino school board.
He says that he plans to challenge the
Supreme Court ruling that allowed all
children living in the U.S. to attend
school, regardless of their immigration
status. He also works as a field represen-
tative for Republican state assemblyman
Ray Haynes, who represents a district on
the Mexico-California border about an
hour’s drive from San Bernardino.

Mr. Haynes says he doesn’t agree
with all of Mr. Turner’s views and rheto-
ric but admires his work ethic and en-
ergy. “He’s on fire,” says Mr. Haynes.

Continued From First Page

Cold Reception
Activist groups focused on illegal immigration 
are proliferating as more undocumented 
people settle in the U.S.

Sources: Bureau of Labor Statistics; Census Bureau;
Pew Hispanic Center; The Center for New Community

3.3

4.0

8.4

10.3

11.1

12.0March 2006

March 2005

March 2004

April 2000

April 1993

April 1990

Estimated number of undocumented
immigrants in the U.S., in millions:

Estimated number of
groups that focus on
illegal immigration
in the U.S.: 2004

37

211

2006

1
Online Today: See the text of
prepared testimony of H-P
Chairman and CEO Mark Hurd

and former Chairman Patricia Dunn,
at WSJ.com/OnlineToday. Plus, WSJ.
com’s Peter Lattman blogs from the
H-P congressional hearings, at
http://blogs.wsj.com/law/.

Dunn Suggests She Was Unaware of Probe Tactics

New Backlash: In Immigrant Fight, Grass-Roots Groups Boost Their Clout

probe. Ms. Dunn said she made special
efforts to ascertain the tactic’s legality,
before referring it to Mr. Hurd for “the
final decision.”

Mr. Hurd said he approved the con-
tent of the message, but doesn’t recall
whether he knew the misinformation plot
involved the use of tracer software that
could show where the email was for-
warded.

Mr. DeLia has been issued a sub-
poena by the House committee to appear
at the hearing. He and his attorney
haven’t responded to requests for com-
ment.

The House committee has requested
testimony from Ms. Dunn, Mr. Hurd and
several other H-P officials involved in the
probe, as well as the company’s outside
counsel, Larry Sonsini. The House also
issued subpoenas to five additional wit-

nesses who may have been involved in
surreptitiously obtaining telephone num-
bers, a person close to the investigation
said yesterday. The five witnesses are
believed to be subcontractors to Action
Research Group, a Florida contractor be-
lieved to have been involved in accessing
telephone records.

One of the persons suspected of obtain-
ing phone records, Bryan Wagner, of Little-
ton, Colo., said in an interview yesterday
that he didn’t know if he obtained any
phone records in connection with the H-P
leak probe because his employer-Action Re-
search Group-never identified its clients.

“They do not provide me any details
on anything,” he said. “I pretty much
always assume that I am looking for peo-
ple who have taken cars and aren’t pay-
ing.” He added that he believed most of
the clients are “bounty hunters and
bondsmen.”

Mr. Wagner said he hadn’t yet decided
if he will answer questions before the
House committee, but will appear. He
also declined to comment about an article
in The Wall Street Journal yesterday that
he had told an investigator in Denver last
week that he had destroyed his computer
with a hammer and discarded it after
learning that he might get caught up in
the investigation of the H-P leak case.

“I just don’t have my computer any-
more,” he said, declining to answer any
questions about it.

Continued From Page A3

THE MOST AWARDED NEW CAR EVER*

JUST GOT A BIG BROTHER.

THE ALL-NEW CHRYSLER ASPEN

CHRYSLER 300C

INTRODUCING THE ALL-NEW CHRYSLER ASPEN � An SUV fi l led with features that made the 300C the most awarded new
car ever* � 5.7- liter HEMI® V8† � Multi -Displacement System turns our powerful HEMI V8 into a fuel - saving‡ 4-cylinder at cruising speeds �

Chrome gr i l le and wheels† � 20 " wheels† � GPS Navigat ion Sys tem† � Rear Seat DVD P layer† � CHRYSLER.COM, 1.800.CHRYSLER

*Based on automotive awards won within the introductory model year (2005). †Available. ‡14 city to 20 highway on Aspen and
17 city to 25 highway on 300C, EPA est. mpg with MDS. Results depend on driving habits and conditions. Chrysler and HEMI
are registered trademarks of DaimlerChrysler Corporation. For more information about Chrysler Financial, ask your local dealer.
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Port-Security Plan,
A Bid to Foil Terror,
May Slow Deliveries

ID Program Could Thin Ranks

Of Low-Wage Truckers;

Many Are in U.S. Illegally

Mr. Rivera’s 15-Hour Day

Why Putin’s Telecom Minister

Is in Investigators’ Sights Abroad

German and Swiss Probes Tag

Leonid Reiman as Owner

Of Businesses He Oversees

Commerzbank’s Unusual Role

In Youth Hockey,

The Penalty Box

Is Getting Crowded
i i i

New Limits on Rough Stuff

Leave Some Fans Cold;

Policies Baffle Referees

By ANDREW BROWNE

BEIJING—Sometime in the next few
days, China’s holdings of foreign curren-
cies and securities will top $1 trillion—a
sum greater than the annual economic
output of all but nine countries. The
rapid growth in these so-called foreign-ex-
change reserves has made Beijing a co-
lossus in the financial world, cushioned
against shocks at home, but potentially
able to trigger them abroad.

How China manages its growing pool of
wealth has major repercussions for the glo-
bal economy. Beijing’s reserves totaled
$987.9 billion as of Sept. 30 and are growing
by roughly $20 billion a month. That total
compares with the about $1.2 trillion in as-
setsundermanagementatU.S.mutual-fund
giant Fidelity Investments.

As the pot grows, the secretive and so-
phisticated portfolio managers at China’s
central bank are trying gradually to boost
their country’s returns on its foreign-ex-
change holdings, at least in part by mak-
ing somewhat riskier but higher-yielding
investments. Last spring, an unsuccessful
effort to divine their intentions sparked a

steep run-up in the price of gold.
For the U.S., how China deploys its re-

serves is a question of some consequence.
Most of China’s currency reserves are in-
vested inU.S.-dollar-denominated debt, such
as U.S. Treasurys, which are considered the
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By REED ALBERGOTTI

Bernice and Joe Collins have been
among the most loyal fans of their
grandson, Jerry Brock Jr., in his youth-
hockey league in Brighton, Mich. But
this fall, they are boycotting his games.
His team spends so much time in the
penalty box that his grandparents say
it’s pointless to attend.

When the National Hockey League
revamped its rules and policies last
year, the idea was to speed up play and
make games more exciting for fans.
But in the nation’s youth leagues, en-
forcing the rules has actually slowed
things down and landed many more
kids in the penalty box. In trying to
mimic the NHL, USA Hockey, the orga-
nization that oversees amateur hockey
for 370,000 players from ages six to 17,
has run into an epidemic of players cool-
ing their skates for holding, hooking
and other infractions.

In some leagues, games are seeing
four times the number of penalties typi-
cally called last season. The result, in
many places, is frustrated players, irate
parents and coaches getting booted
from games.

On the first day of this year’s Jr. Sharks
Labor Day Kickoff Tournament in San
Jose, Calif., which draws elite teams from
as far away as Alaska and Texas, more
than a dozen coaches had to sit out a game
because their teams netted too many pen-
alties. Games were punctuated by parents
yelling obscenities from the stands.

It isn’t that teams have gotten more
thuggish. Instead,
referees are being
asked to blow the
whistle on tactics
that have long been
an accepted—in-
deed, encouraged—
part of the game,
from lightly grab-
bing players to slow
them down to snag-
ging them with the
end of a hockey
stick togetbetterpo-
sitioning. The idea
is to signal teams

that even minor transgressions won’t be
tolerated—and have players spend more
time skating and shooting and less time
grappling with one another.

In NHL hockey, the moves were
hailed as a big success. But in youth
hockey, getting referees to apply the pol-
icies consistently has been a big chal-
lenge. Before the NHL adopted its new
rules, refs had to attend a weeklong
minicamp, where they not only studied
the changes in classrooms but practiced
them repeatedly during live play.

But training the 27,000 USA Hockey
referees is a much bigger challenge,
and some say the one-day course to re-
view the new policies wasn’t enough.
On top of that, it’s taking the kids
longer to get used to the new environ-
ment and adjust their game to avoid
penalty calls. USA Hockey’s new dic-
tates also apply to the tens of thousands
of adults who play in amateur ice-
hockey leagues in the U.S. Youth-hockey
leagues in Canada and Europe have
adopted similar changes this season.

Ultimately, USA Hockey says, the
stepped-up enforcement will improve
the game. “Speed, skill and strength,
which were tenets of the game, were
being held up by interference, hooking,
holding,” says Ron DeGregorio, presi-
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By MIRIAM JORDAN

LONG BEACH, Calif.—Rafael Rivera
spends more than a dozen hours a day
in the cab of his old blue truck. In a
typical day spent hauling shipping con-
tainers from the Port of Long Beach to
distribution centers for companies such
as Ikea, Pier 1 Imports or Toyota, the
El Salvadoran immigrant clears about
$8 an hour.

Mr. Rivera’s humble but critical job
is about to come
under scrutiny. A
federal antiterror-
ism program set to
go into practice
later this year will
require port work-
ers—including
more than 100,000
drivers like Mr.
Rivera who pass
through the na-
tion’s termi-
nals—to prove they
are legal U.S. resi-
dents. While Mr.

Rivera says he’s here on a work permit,
many drivers in this predominantly His-
panic work force are believed to be ille-
gal immigrants. For the harbor truck-
ing industry, which already faces a
shortage of drivers, the new regulations
promise to make the crunch acute.

Washington’s bid to ratchet up port
security is expected to leave thousands
of undocumented drivers without jobs in
ports across the country. That would un-
dermine the flow of goods to U.S. con-
sumers, highlighting the crucial role im-
migrants such as Mr. Rivera play in the
nation’s economy.

At issue is the Transportation
Worker Identification Credential pro-
gram, or TWIC, a component of the
Maritime Transportation Security Act of
2002. Under this federal program’s
guidelines, workers with unescorted ac-
cess to secure U.S. port areas must be
legal residents and pass a background
check. Disqualifying felonies are likely
to include robbery and drug dealing.

Those who pass will be issued biometric
identification cards, which include a
photo and fingerprints. Workers will
gain access to a secure port area by
swiping the cards at the entrance.

The worker-credential plan wasn’t
crafted with illegal immigrant workers
in mind. It was an outgrowth of the
Sept. 11, 2001, terrorist attacks, which
alerted authorities to the vulnerability
of U.S. infrastructure and raised con-
cerns that radioactive materials could
be smuggled into one of the country’s
180 commercial ports. After languishing
for years, TWIC—which will be imple-
mented by two Homeland Security divi-
sions, the U.S. Coast Guard and the
Transportation Security Administra-
tion—is expected to launch late this
year, says a TSA spokesman.

The program will require identifica-
tion cards for about 750,000 port work-
ers nationwide, which include about
110,000 truck drivers, the TSA says. A
large proportion of the truckers are His-
panic—as much as 90% at the sprawl-
ing, adjacent harbors of Los Angeles
and Long Beach, the nation’s busiest
ports. No one knows for sure how many
are illegal immigrants, though esti-
mates range from 20% to 50% nationally.
With these truckers out of the work
force, major ports such as Houston, Mi-
ami and New York-New Jersey would
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THE DOW RALLIED to an-
other record despite a third

straight rise in crude-oil prices
and analyst downgrades of two
of its component companies.
The blue-chip indicator rose
20.09 points, or 0.2%, to 11980.60.
It is less than 20 points shy of
its first close above 12000.
n Crude-oil prices increased
2.3% and touched $60 after
OPEC announced an emergency
meeting to consider cutting oil
output. Bonds were higher.

(Articles on Pages C1, C3 and C5)

i i i
n Wachovia posted a 13% rise in
profit amid a double-digit surge
in loan volume, but revenue
rose a weak 5.2%. The bank is-
sued a lackluster forecast.

(Article on Page A2)

i i i
n Wal-Mart agreed to buy a Chi-
nese hypermarket for about $1
billion, in a deal that would ex-
pand the firm’s reach in China.

(Article on Page A3)

i i i
n The stock-options scandal con-
tinued to gain traction as two
KLA-Tencor employees lost their
jobs, and Altera said former top
executives misled its board.
n UnitedHealth Group’s McGuire
could walk away from the com-
pany with about $1.1 billion in
stock options and other benefits.
n Some of the biggest names on
the Nasdaq are scrambling to
get around rules that allow the
exchange to kick them off.

(Articles on Pages A2, B1 and C1)

i i i
n Former FDA chief Crawford
will plead guilty to two misde-
meanors for failing to fully dis-
close holdings in firms regu-
lated by the agency.

(Article on Page A3)

i i i
n China’s holdings of foreign cur-
rencies and securities will top $1
trillion in the next few days.

(Article in Column 5)

i i i
n Hedge fund Ritchie Capital
said it avoided a mass exodus
of investors after a majority ap-
proved a plan to change the
terms of their investment.

(Article on Page C3)

i i i
n The CEO of a mutual-fund firm
in China was detained for question-
ing in what appears to be related
to a Shanghai corruption probe.

(Article on Page A4)

i i i
n The ECB may halt its interest-
rate increases after an expected
rise in December to a neutral
level for the euro zone.

(Article on Page A6)

i i i
n Disney said its characters and
brands will only be used on
child-focused products that meet
healthy dietary guidelines.

(Article on Page D1)

i i i
n Sears is trying to raise the pro-
file of its Lands’ End unit by dis-
playing the apparel in separate
shops within 100 Sears locations.

(Article on Page B2)

i i i
n Scania CEO Östling outlined
the Swedish truck maker’s de-
fense against a $12.9 billion hos-
tile bid by German rival MAN.

(Article on Page C4)
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Russian President Vladimir Putin
said last month that the inability to root
out corruption has been a chief failing of
his six-year administration.

One of the most serious allegations

about corruption in Russia hits close to
home. It is thatMr. Putin’s longtime friend
and minister of telecommunications owns
chunks of the industry heoversees, having
surreptitiously converted telecom busi-
nesses from state ownership years ago.

No Russian investigators say this.
The allegation
comes from Ger-
man prosecutors
and a Swiss com-
mercial tribunal,
both of which say
that a vast interna-
tional money-laun-
dering scheme has
been used to con-
ceal a diversion of
state assets by the
Russian minister,
Leonid Reiman. A
close examination
of the allegations

shows what investigators are working
from: a trail of documents and witnesses
unearthed in court cases and police in-
quiries ranging over four European juris-
dictions and the British Virgin Islands.

Mr. Reiman was an executive of a
state-controlled telephone company when

communism collapsed in Russia 15 years
ago. In the new climate, he helped set up
a number of private telecom businesses.
The German prosecutors and Swiss tribu-
nal say he then used his position to shift
control of the businesses to foreign hold-
ing companies he owned. The Swiss tribu-
nal further alleges that later, after becom-
ing telecom minister, he made decisions
that yielded millions of dollars in profits
for these businesses. German prosecu-
tors are also looking into that.

Mr. Reiman, in an interview, says he
has never owned the telecom businesses
at issue. He says they are instead owned
by a Danish lawyer friend with whom he
worked closely in setting them up in the
early 1990s. Mr. Reiman blames the alle-
gations on a smear campaign by a
wealthy Russian oligarch with whom one
of the businesses is in a dispute.

In Germany, the probe has also raised
serious questions about the role of a
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n THE MIDTERM CAMPAIGN SAW
fresh political jolts in some contests.

FBI agents raided homes of the lob-
byist-daughter of Rep. Weldon and a
friend in an influence-peddling inves-
tigation the Pennsylvania Republican
called politically motivated. Top Sen-
ate Democrat Reid had to amend his
financial-disclosure reports following
questions about a gain of $1.1 million
from a Las Vegas land deal, and had
to reimburse his campaign for $3,300
he used to tip the staff at his condo
complex. In Ohio, a trial began for a
rare-coin dealer and top Republican
fund-raiser for Bush and others who
allegedly was given the keys to the
state’s workman’s compensation pro-
gram and looted it of over $2 million.

Missouri’s top court rejected a new
law requiring voters to show a photo
ID as unconstitutional, following sim-
ilar rulings in Arizona and Georgia.

i i i
n The North Korea blast was indeed
nuclear, U.S. intelligence czar Negro-
ponte said, but tiny at under a kilo-
ton. There were signs a second test is
in the works. China indicated it won’t
board ships under just-approved sanc-
tions. Rice said Pyongyang’s punish-
ment is firm enough to deter Tehran.
n Iran’s Ahmadinejad said his coun-
try won’t be intimidated into giving
up its nuclear effort by U.N. “threats
and intimidation” pushed by the U.S.
n The U.N. nuclear chief said up to
30 nations beyond the nine declared
atomic states run progroams that al-
low for a quick shift to bomb-making.

i i i
n Bush told Iraq’s premier sectarian
killings won’t force a U.S. troop-pull-
out deadline. Sunnis fled Balad after
a particularly savage weekend, and
attacks killed at least 30 more Iraqis.
The U.S. said 12 soldiers died since
Friday. A brother of the head prose-
cutor in the Hussein trial was killed.

i i i
n Tamil rebels inflicted the worst at-
tack in years on Sri Lanka’s military
as a massive truck bomb rammed a
bus convoy, killing at least 93 sailors.

i i i
n An Afghan suicide bomber rammed
a NATO convoy, killing three bystand-
ers. Eight Guantanamo and Bagram
detainees were released to Pakistan.

i i i
n Israel’s Olmert laid out goals in a
Knesset speech, offering peace talks
to Lebanon but not Syria and making
no mention of a West Bank pullback.
n President Katsav skipped the parlia-
mentary opening session, under pres-
sure to quit after Israeli police rec-
ommended he be charged with rape.

i i i
n The U.N. accused Eritrea of mov-
ing tanks and troops to a buffer zone
with Ethiopia, violating a 2000 truce
ending a brief but bloody border war.

i i i
n Ecuador headed to a Nov. 26 presi-
dential runoff. Pro-U.S. billionaire Al-
varo Noboa blocked a first-round vic-
tory by Chávez’s ally Rafael Correa.

i i i
n Southeast Texas was hit by heavy
rains and a tornado that left three
people dead, caused widespread dam-
age and closed down many schools.

i i i
n Hawaii assessed damage after Sun-
day’s magnitude-6.7 quake, with in-
spections of bridges, roads, dams and
public structures. No one was killed.

i i i
n Schwarzenegger announced a glo-
bal-warming effort with New York as
the California governor race increas-
ingly looks like his to lose. (Page A4)

i i i
n Civil-rights lawyer Lynne Stewart
drew a 2µ-year sentence for passing
Sheikh Omar Abdel-Rahman’s mes-
sages to allies. Prosecutors asked 30.

i i i
n Rush hour is getting both longer
and sooner, a study found, with the
early-bird traffic-avoidance strategy
creating predawn gridlock. (Page D1)

–Markets–
Stocks:NYSE comp. vol. 2,300,072,570
shares, Nasdaq vol. 1,815,921,529.
DJ industrials 11980.60, s +20.09;
Nasdaq composite 2363.84, s +6.55;
S&P 500 index 1369.05, s +3.43.
Bonds (4 p.m.):10-yr Treasury
s +6/32, yld 4.784%; 30-yr
Treasurys + 10/32, yld 4.915%.
Dollar:119.12 yen, –0.56; euro
$1.2532, +0.22 cent against the dollar.
Commodities:Oil futures $59.94 a barrel,
s +$1.37; Gold (Comex) $594.70 per
troy ounce, s +5.90; DJ-AIG
Commodity167.853, s +3.564.
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Business and Finance
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World-Wide

Cheat Sheets: Study the
lineup as the corporate earn-
ings season gets under way.

On deck: Yahoo, Intel, IBM, Merrill
Lynch and Johnson & Johnson.

i i i
n Time Waster: A Web site gives
budding artists an impractical but
addictive way to search for images.

i i i
n Out of Pocket: Why it may be hard
to switch from high to low deduct-
ibles on individual health insurance.
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Leonid Reiman

Heavy Load

Jerry Brock Jr.

By Gregory L. White, David Crawford
and Glenn R. Simpson

Russian Telecom Minister Leonid Reiman is
being investigated abroad for allegedly
owning telecom businesses he oversees
and helping them profit, which he denies.
One episode being looked at took place
from late 1999 to early 2001:

n Companies allegedly controlled by
Reiman buy control of small firm called
Telecom XXI for $3 million.

n Big Russian cellphone company MTS
seeks license to operate in St. Petersburg.

n Reiman’s ministry denies MTS the
license but grants one to Telecom XXI.

n MTS buys Telecom XXI for 10 times its
sale price from a year earlier.

n Seller puts proceeds in a Bermuda fund
alleged to be owned by Reiman.

Source: Ruling of ad hoc Zurich commercial
arbitral tribunal

An Exhilarating,
Risky Hobby
Does a pilot’s tragedy hold
lessons for weekend fliers?
THE MIDDLE SEAT | D1

>

What’s News–

WSJ.com

Index to People ...................................................... B11
Index to Businesses ................................................ B2
What’s News Online ............................................... A6
Global Business Briefs ....................... A10,A11,D7
Classifieds ...................................................... B9-11,D6

I N D EX

C
or

bi
s

Growing Nest Egg
China’s foreign-exchange reserves
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The Fashion Flop
At Wal-Mart
A big push into higher style
is falling flat at the retail giant
MARKETPLACE | B1

Managers Who
Reject Too Much
When some bosses say ‘no,’
they’re baring their insecurities
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Moving Cargo
Port truckers have become 
increasingly important as 
ship cargo handled in the
U.S. has grown.

Total containers handled
by U.S. ports, in millions
of TEUs*:
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By KEVIN J. DELANEY
And JIM CARLTON

Google Inc. plans to install a massive
solar-power system at its headquarters,
committing to one of the largest corporate
solar installations in the country at a time
when technology companies’ support for al-
ternative energy is on the rise.

The search company says the system,
which is expected to be operational in early
2007, will supply about 30% of the peak en-
ergy needs of six buildings in and around
its Mountain View, Calif., headquarters.
The system is being installed at an undis-
closed price by Energy Innovations Inc. of
Pasadena, Calif., which says such solar in-
stallations typically pay for themselves in
power-cost savings in five to 10 years and
last about 25 years.

“Thirty percent of our peak power in a
short period of time will essentially be
free,” said David Radcliffe, vice president
of real estate at Google. Mr. Radcliffe said
Google was motivated primarily by environ-

mental concerns, and was considering in-
stalling solar systems on its facilities else-
where. Google’s solar installation will use
9,212 solar panels and have a capacity of
1.6 megawatts, or enough electricity to sup-
ply about 1,000 average California homes.

Google is a major consumer of energy
and in recent years has been scouring the
country for large supplies of cheap power
to run the massive computer data centers
that host its online services and use many
times the electricity of its headquarters.
Google also has adopted a series of environ-
mentally friendly policies, including giving
$5,000 to any employee who buys a hybrid
car, using organic ingredients in its cafete-
rias, and buying office furnishings made of
recycled materials.

The Google announcement comes amid
heightened Silicon Valley interest in pursu-
ing alternatives to fossil fuels. Yesterday in
San Jose, Calif., about 200 executives met
at the first “CEO Summit on Alternative
Energy,” on the campus of chip-equipment
maker Novellus Systems Inc. Novellus offi-
cials said they organized the event to help
apply more corporate pressure to wean the
U.S. off foreign oil supplies.

With so much oil sitting in politically
unstable countries, “we are extremely vul-
nerable to a supply disruption and it could
happen any day,” said Sasson Somekh,
president of Novellus. Sen. Dianne Fein-
stein of California also told the executives
their help was needed to help prod Con-
gress into taking a more aggressive stance
on addressing global warming. Holding up
a fuel cell developed by Silicon Valley
start-up Bloom Energy, the Democratic sen-
ator said, “This is the future. And this is
what we ought to be supporting big time.”

Afterward, about 85 CEOs and others
signed a pledge to promote clean energy.
Some have already taken steps, including
adopting more solar energy. Besides Goo-
gle, other Silicon Valley facilities that
have agreed to use more solar panels in-
clude the campuses of Microsoft Corp.
and Cypress Semiconductor Inc.

1
Online Today: Read a roundup of
the best writing on immigration
and border issues from around

the Web, at WSJ.com/OnlineToday.

ecutive in 2000 and as its chairman in
2003. Mr. Bergere retired from the com-
pany in 2001.

Altera also said yesterday that Chief
Financial Officer Nathan Sarkisian re-
tired, effective immediately. The com-
pany had previously said Mr. Sarkisian
planned to retire by the end of the year,
and it wasn’t clear whether the depar-
ture was connected to the options trou-
bles. A company spokeswoman declined
to address the matter.

Mr. Sarkisian didn’t return a call seek-
ing comment.

KLA-Tencor’s probe was touched off
by a Wall Street Journal article in May
that reported on a pattern of extraordi-
narily well-timed stock-option grants to
several companies’ top officials, includ-
ing KLA-Tencor Chairman Ken Levy. In
all, Mr. Levy received 10 grants from
KLA-Tencor and its predecessor com-
pany from 1994 to 2001—all preceding
quick runups in the share price; an analy-
sis by The Wall Street Journal found the
probability that that pattern occurred
merely by chance was around one in 20
million.

Mr. Levy couldn’t be reached for com-
ment.

The company said yesterday the
board has concluded that current mem-
bers of management weren’t involved in
any improper options practices. A KLA-
Tencor spokeswoman declined to com-
ment beyond the press release.

Continued From Page A2

Google Campus to Get Solar Power

As Alternative Fuels Gain Interestalso be heavily affected.
“We need TWIC for security,” says

Bill Madden, general manager for termi-
nal services at Long Beach Container
Terminal Inc. “But it will cause a big
dislocation. The truckers are the guys
who make this place work.”

Critical Link
The drivers form a critical link between

global suppliers to retailers throughout the
U.S. Nationwide, they haul everything
fromspareautopartsand life-savingmedi-
cal devices to toys and T-shirts from har-
bors to distribution points 50 or 100 miles
away. Working as independent contrac-
tors, they are paid a flat per-trip fee—typi-
cally $40 to $100, depending on the distance
between port and warehouse, and averag-
ing about $55. Most drive aged trucks—
known as bobtails—to which they attach
trailer rigs. They normally take out loans
to buy the trucks, paying them off in
monthly installments.Thedriversarepaid
by trucking firms retained by freight for-
warders, steamship lines and importers.

Mr. Rivera’s experience illustrates
why U.S. citizens aren’t clamoring for
these jobs. On a recent day at noon, the
51-year-old trucker parked his rig in a
transportation company’s staging yard
to wait for an assignment. At 3 p.m., a
dispatcher gave him a ticket for the day’s
first container pickup. Mr. Rivera drove
to the Long Beach port so he could be
among the first to get his load when the
harbor opened for its 6 p.m. night shift.

His first load was a container heading
to Kmart, which he dropped at a consolida-
tion yard near the port. By 3 a.m. the next
morning, Mr. Rivera had made two addi-
tional round trips to retailer warehouses
and railway depots in Southern California.

Mr. Rivera bought his truck, which
has nearly 900,000 miles on the engine,
for $15,000, plus about $3,000 more he
paid to service a loan. After accounting
for fuel, insurance and truck mainte-
nance, he figures he clears about $2,400 a
month. He shares a $600-a-month, one-
room apartment with his wife, Carlota,
as well as the youngest of their five chil-
dren and a 28-year-old niece.

The worst part of the job, Mr. Riv-
era says, is sitting in line for a con-
tainer—downtime he’s only rarely paid
for. “Sometimes I wait four or five
hours just to collect one little box,” he
said, speaking in Spanish. He clears his
throat often when he talks. Asked about
the cause, he mentions the pollution
from the hundreds of trucks idling at
one time at the port.

Few Americans want these jobs,
says Bob Curry, president of California
Cartage Co., a privately held Southern
California port-logistics company. The
per-trip pay structure of port trucking
isn’t as attractive as the hourly wages
more typical of the local trucking busi-
ness. Already, Mr. Curry estimates,
turnover among the 12,000 drivers who

work the Long Beach-Los Angeles port
complex is about 60% each year. “They
can haul dirt for more money than
cargo,” he says.

A cut in the work force could be dev-
astating, as a nationwide work-stoppage
earlier this year demonstrated. As few as
10% of all truckers at Los Angeles-Long
Beach picked up containers on May 1,
when pro-immigration groups called a
“Day Without Immigrants.” Freeways
normally jammed with immigrant-driven
rigs were virtually free of trucks.

More than half of all imported apparel
and shoes bound for U.S. stores move
through Los Angeles or Long Beach ports,
says BruceBerton, officer/director of inter-
national business consulting at Stonefield
Josephson Inc., a textile and apparel ac-
counting firm. Other ports wouldn’t be able
to pick up the slack on short notice, he says.
Consumers would feel shortages within 30
days. “It would seriously disrupt the econ-

omy,” says Mr. Berton, who is also on the
boardoftheExportTextileAdvisorCommis-
sion of the U.S. Department of Trade.

The Transportation Security Adminis-
tration says it is aware of the ID program’s
potential impact on port work forces. “We
will continue to work with industry, port
authoritiesand workers to address it as we
roll out this vital security measure,” says
DarrinKayser,managerof strategic initia-
tives for the TSA.

Demand for port truckers has soared in
recent years, as maritime transportation
has been revolutionized by containers—
large, stackable steel boxes that are easily
transferred between ships, trucks and rail
cars. More than 14 million twenty-foot-
equivalent containers moved through Los
Angeles-Long Beach in 2005, compared
with9.5million in2000.The portsbeganop-
erating a night shift last year and expect
container traffic to increase again this
year. Overall, the value of international
trade in and out of the U.S. climbed to $949
billion in 2004, up 29% from 2000.

At the Los Angeles-Long Beach ports,
truckers have enormous freedom to roam
the terminals. On a recent day, after pre-
senting his driver’s license and container
number at the gate, Guatemalan immi-
grant Carlos Ruiz rumbled into a Long
Beach terminal, which looks like a mas-
sive parking lot on the water’s edge. He
weaved through row after row of contain-
ers stacked four high, driving with relief
pasta line of truckerswaiting for their con-
tainers to be plucked from a pile. “If I’d
been assigned to a container in that other

row I’d be stuck here another three
hours,” Mr. Ruiz said.

His container sat halfway down a
stack at Row D. There, Mr. Ruiz waited
a few minutes for a crane operator—
whom he called a “flip-iadora,” Span-
glish for a woman who “flips” contain-
ers—to lower a 40-foot orange container
onto his truck. His rig trembled at the
20-ton impact.

The drivers have no idea what the
sealed containers hold. Mr. Ruiz, en
route to a Target distribution center in
nearby Carson, could have been hauling
plastic toys or millions of dollars worth of
plasma TVs. “I know what’s sold at Tar-
get, but I have no idea what’s in this
container,” he said.

As Mr. Ruiz headed toward the gate,
the number on his container was read by
an optical camera and checked against
his delivery ticket. A taped message in-
formed him, in English and Spanish, that
he was free to exit the terminal. After
delivering his load to Target he began
the cycle again, picking up an empty con-
tainer from the retailer’s yard and re-
turning it to the port.

The unescorted terminal access of
Mr. Ruiz and other drivers is what wor-
ries some security officials. They’re con-
cerned that truckers, whose vehicles
aren’t inspected when they enter a ter-
minal, could be persuaded to carry ex-
plosives inside, or facilitate passage of
lethal cargo. “If a port is a target, these
extremely low-income truck drivers are
susceptible to bribery,” says Jon Have-
man, a research fellow at the Public
Policy Institute of California, a nonparti-
san institute that studies state social,
political and economic issues.

Lapses Abound
Experts in security say that lapses

abound at the seaports. Port truckers
aren’t allowed to bring unauthorized
guests into a marine terminal, for exam-
ple. But recently one trucker entered Los
Angeles port with his adult son sitting
beside him. Both father and son, who
asked not to be identified, said that the
son frequently rides along.

Immigrant advocates and port experts
say truck drivers rank far down the list of
potential security threats. The big con-
cern is that nuclear devices or other weap-
ons could be smuggled from abroad and
detonated on U.S. shores. U.S. Customs
and Border Protection, a Homeland Secu-
rity division, is addressing smuggling:
The agency has struck accords with for-
eign governments to station U.S. inspec-
tors abroad to examine some U.S.-bound
containers. The program is operating at 50
ports so far. On Friday, President Bush
signeda lawthatwould placeradiation-de-
tection equipment at 22 U.S. ports by the
end of next year.

Unauthorized workers often carry
false Social Security numbers or work
under the names of others. But bosses at
the area’s dozens of trucking companies

say they’re not in the position to verify
whether documents provided by employ-
ment-seeking immigrants are authentic.
Such undocumented drivers account for
as many as half of the port-trucking work
force nationwide, estimates Michael H.
Belzer, professor of industrial relations
at Wayne State University. By compari-
son, more than 50% of crop workers are
undocumented, according to the U.S. La-
bor Department.

Port trucking hasn’t always been so
unappealing to American workers. De-
cades ago, when the jobs fell under Team-
sters union protection, they offered mid-
dle-class wages and benefits. But in the
1970s, major industrial shippers lobbied
for an open market to reduce the cost of
transporting goods.

When the government deregulated
trucking in 1980, nonunion, mom-and-pop
trucking firms rushed in. Many union
shops folded and most unionized truckers
left the ports. Pay and work conditions
soon deteriorated, according to Wayne
State’s Mr. Belzer, who wrote a book on
the transformation, “Sweatshops on
Wheels.” Many of the jobs were taken by
Hispanic immigrants.

To protest poor conditions, about 6,000
Latino port truckers in Los Angeles and
Long Beach stopped driving in the spring
of 1996. Shipping companies and trucking
firms were unresponsive and ultimately
the campaign failed. “I ruined my credit,
lost my car and the trucking company
didn’t want me back,” says Enrique Agui-
lar, a veteran trucker who stayed away
for four months.

A survey conducted in 2004 by Kristin
Monaco, a professor at California State
University, Long Beach, found that port
truckers in Los Angeles-Long Beach
earned a median $25,000 a year after ex-
penses. By comparison, unionized long-
shoremen, who unload containers from in-
coming vessels, make about $110,000.

Trucking companies say they have lit-
tle power to raise wages to attract new
drivers, because new firms are constantly
cropping up and offering lower transport
rates to importers. Margins are razor-
thin. Averting a longer-term driver short-
age would require trucking companies to
raise pay enough to make driving jobs
more attractive. But that would mean
charging higher fees, which the trucking
companies say importers and freight for-
warders are reluctant to accept.

It’s not clear whether consumers
would feel the impact of a price hike.
Currently, for a typical pair of shoes,
freight, duty and brokerage charges
come to about $1.15, says Mr. Berton of
Stonefield Josephson. Of that, he says,
the cost of transporting the shoes from
port to distribution center is minimal—
about one cent per pair.

Continued From First Page

Port-Security Plan, a Bid to Foil Terror, May Slow Deliveries

Two More Officials

Exit Over Backdating

Hennes & Mauritz AB

Hennes & Mauritz AB said sales rose
9% in September from a year earlier,
while sales at stores that have been open
at least a year were flat. The rise in sales
missed the 14% expected by analysts, and
same-store sales were below analysts’ ex-
pectations for a 3.9% rise. Sales were
helped by an advertising campaign fea-
turing singer Madonna in all of the Swed-
ish fashion retailer’s 24 markets, and a
low year-earlier comparison of 7%. They
also were capped by unusually hot
weather in some of H&M’s European mar-
kets and weak demand in its biggest mar-
ket, Germany. H&M doesn’t report sales
figures, only the annual percentage
change. In Stockholm, H&M shares fell
0.8% to 314 kronor ($42.33).

The big concern is that

nuclear devices or

otherweapons could be

smuggled from abroad.
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Under Attack, Big Oil Finds

Reserves of Clout Running Low

Giants Cut Back U.S. Lobbying

As Action Shifted Abroad;

New Bid to Play Catch-Up

How Rep. Barton Turned Critic
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On the Defensive
Big Oil profits1

Big Oil lobbying expenditures2

Sources: John S. Herold Inc.; Center for Responsive Politics 

1Profits for Exxon Mobil, BP, Royal Dutch Shell, Chevron
and ConocoPhillips (pro forma, includes merger
partners before the mergers took place)

2Includes lobbying by the American Petroleum Institute
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By JAMES R. HAGERTY

WASHINGTON—Federal regulators
warned that former top executives of Fan-
nie Mae face potential legal action over
what the Securities and Exchange Com-
mission branded “fraudulent accounting”
at the giant mortgage-finance company.

The warnings came as regulators im-
posed a series of new demands for
change at the company, punishing it for
violating more than a dozen accounting
rules. They clamped a limit on the size of
Fannie’s holdings of mortgages and re-
lated securities until the company re-
pairs flaws in its accounting and risk
management. They told the company to
seek restitution from executives for any
ill-gotten pay. And they raised questions
about whether Chief Executive Officer
Daniel H. Mudd did enough to delve into
suggestions of accounting improprieties.

The actions cap a three-year investiga-
tion by regulators into Fannie’s account-
ing and mark the first official designa-
tion of the company’s accounting viola-
tions as fraud. The moves leave the com-
pany shackled by regulatory restrictions,
limiting its ability to return to profit
growth and regain its once-dominant role
in funding home-mortgage loans.

James B. Lockhart, acting director of
the Office of Federal Housing Enterprise
Oversight, or Ofheo, Fannie’s main regu-
lator, denounced what he called “an arro-
gant and unethical culture” at the second-
largest borrower in the U.S. after the
federal government.

People responsible for accounting vio-
lations that helped Fannie executives
maximize their bonuses by massaging
the company’s results from 1998 through
2004 “will be vigorously pursued,” Chris-
topher Cox, chairman of the SEC, said at
a press briefing. Mr. Cox didn’t specify
what form of legal action the SEC might
take against current or former Fannie
executives.

At the same briefing, Mr. Lockhart
said he has directed the company’s
board to claw back any unjustified com-
pensation paid to senior executives as a
result of accounting misdeeds. Mr. Lock-
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By SCOTT MILLER

YPRES, Belgium—Late last month,
DirkCardoen-Descampswasusing aback-
hoe near his farmhouse bed-and-break-
fast and uncovered something that didn’t
belong there: an artillery shell from World
War I. He carefully probed around the pro-
jectileand foundanother, andanother, un-
til he pulled out 16 shells. Nearby, he found
15 more buried in the soft mud.

For this area, it was a fairly typical
haul. “Bombs here are a part of everyday
life,” said Mr. Cardoen-Descamps. “You
just learn to deal with them. You can’t
live your whole life with fear.”

Here in Flanders fields, it’s the peak
time for spring planting, and for the un-
earthing of World War I bombs. At a
sprawling military base here in the middle
of what was no man’s land during World
War I, about 120 members of the Belgian
military, including support staff, are em-
ployed year-round collecting and destroy-
ing the thousands of shells, many of them
dangerous live munitions.

Today, 88 years after the end of the
war, the military is collecting as many
bombs as it did when it first started keep-
ing count more than 30 years ago— more
than 330 U.S. tons a year, on average.
This year is shaping up to produce a
record haul.

Between July and November 1917, nine
major battles took place as the Allies at-
tempted to capture the town of Pass-
chendaele. Exact figures aren’t available,
but Franky Bostyn, curator of the “Memo-
rial Museum, Passchendaele 1917” says
that the two sides combined suffered

nearly half a million
casualties. Inprepa-
ration for the at-
tack, the Allies fired
4.2 million shells,
but during the en-
tire period, he esti-
mates, as many as
15 million shells
were fired by both
sides.

The bombs are
a hazardous legacy
for the people who
live here. Just
about every year,
one or two are seri-

ously injured or killed when they stumble
across leftover ordnance. Two years ago,
a pair of Polish road workers tried to cut
through what they thought was a pipe
running next to a road. It exploded in
their faces, killing one. Tourists who pick
up bombs are sometimes injured, as are
farmers who occasionally run over a
bomb with their tractors. The remains of
the World Wars aren’t restricted to this
area, of course: Last week workers at a
french-fry factory in northern England
had to be evacuated twice when arma-
ments were discovered in batches of pota-
toes imported from Europe, and a large
bomb believed to be from World War II
tied up ship and road traffic in Liverpool.

But in Flanders, two or three military
teams retrieve dozens of shells every
day, mostly discovered by farmers and
builders, and often left in piles at the side
of the road. Troopers study them all care-
fully and pack them in sand for the short
ride back to base. There, they are pains-
takingly identified and then destroyed,
in a process that can take several days.
“This is a never-ending job,” says Adju-
tant Marc Devroedt, a burly 20-year vet-
eran of the bomb squad.

In most countries, bomb squads often
detonate old explosives where they are
found, which is safer for the handlers. But
that’s impossible for the Belgian bomb
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Immigration Spat
Poses Big Challenge
For L.A.’s Mayor

Mr. Villaraigosa Has to Bridge

Divide Between Hispanics

And Other Constituents

A Gift of 1,000 Toilet Brushes

By MIRIAM JORDAN

LOS ANGELES—Antonio Villarai-
gosa, this city’s telegenic Mexican-Ameri-
can mayor, is being buffeted by the poli-
tics of immigration.

Earlier in the year, Mr. Villaraigosa
made an impassioned speech to 500,000

protesters who
marched on City
Hall. But when hun-
dreds of thousands
of mostly Hispanic
people rallied on
May 1, the mayor
wasn’t on the list of
speakers. He was
supposed to be fly-
ing to Dallas for
meetings about
bringing an NFL
team to Los Ange-
les. Hours into the
rally, a spokesman
said he still wasn’t

sure about the mayor’s plans.
So it came as a surprise when Mr.

Villaraigosa, clutching a big American
flag, took the stage in the early evening
and addressed the marchers packing
Wilshire Boulevard. “We all come here
for the same reasons,” Mr. Villaraigosa,
the son of a Mexican immigrant, told the
crowd. “We come to work. We come for a
better life. We come to participate in the
American dream.” The mayor called for
secure borders and “sensible and fair bi-
partisan immigration reform.” Then, he
rushed to the airport.

Los Angeles, a city where nearly half
of all residents are foreign-born, has be-
come a leading force in the nation’s immi-
gration debate, presenting the city’s
Democratic mayor with a problem. If Mr.
Villaraigosa appears too sympathetic to
the cause, he could be pigeonholed as an
ethnically driven mayor by both blacks
and white conservatives hostile to relax-
ing immigration laws. Yet appearing criti-
cal or even lukewarm about the matter
runs the risk of alienating the mayor’s
biggest and most fervent base of support.

As the immigration debate gathered
steam, Mr. Villaraigosa has tried to have
it both ways. He has addressed rallies
but also urged thousands of Hispanic
kids to return to school after they walked
out in late March, a move for which he
was roundly booed. He also told protest-
ers to carry American, not Mexican,
flags during immigration rallies, and
said he opposed the Spanish-language
version of “The Star-Spangled Banner.”

Mr. Villaraigosa is the first Latino to
run Los Angeles in more than a century,
the climax of a longstanding effort by
Hispanic activists to gain a voice in city
politics. During his frenetic campaign,
however, Mr. Villaraigosa avoided cham-
pioning the immigration cause and
pitched himself as a mayor for all. His
landslide victory included support from
Westside liberals and inner-city blacks,
and transcended racial, ethnic and class
boundaries.

Any missteps on the immigration issue
could jeopardize the mayor’s long-term
ambitions. “This movement is a threat to
Antonio, who is trying to identify himself
with Latinos but also wants to appeal to
middle-class voters when he gets ready to
run for governor,” says Joel Kotkin, a se-
nior fellow who specializes in urban issues
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In Parts of Belgium,

Memories of War

Lie Near the Surface
i i i

Military Still Collects Shells,

88 Years After Armistice;

Farmers Plow Cautiously

By BRODY MULLINS
And RUSSELL GOLD

Rep. Joe Barton should be Big Oil’s
biggest friend in Congress. The Republi-
can chairman of the House Energy and
Commerce Committee hails from a boom-
ing corner of the Texas energy patch. An
engineer by training, he spent years
working for a large integrated oil com-
pany, Atlantic Richfield Co. Since 2000,
no House lawmaker has received more
campaign contributions from oil and gas
companies than Mr. Barton.

But in recent months, Mr. Barton has
become a vocal industry critic. He struck
from last summer’s energy bill a mea-
sure that would have relieved the compa-
nies of liability for pollution caused by a
gasoline additive. He started an investi-
gation into record profits. Earlier this
month, he sent a letter to the top
U.S.-based executive of BP PLC, which
now owns the company that once em-
ployed him, demanding that the com-
pany spend more of its profits to expand
refining capacity in the U.S. The same
day he sent another letter to Exxon Mobil
Corp. blasting the compensation and pen-
sion package for recently departed CEO
Lee Raymond. Mr. Raymond received a
lump-sum pension payment of nearly
$100 million.

“While we respect the right of corpora-
tions in America to set compensation pack-
ages as they see fit, it is hard to under-
stand how, in light of most Americans pay-
ing nearly $3.00 per gallon at the pump,
your board of directors can justify such an
exorbitant payout,” Mr. Barton wrote.

Mr. Barton’s attacks on Big Oil under-
score a mounting political problem, as
even longtime supporters, from Presi-
dent Bush to Republican leaders of Con-
gress, turn more critical of the industry.
As Congress meets in the run-up to a
hotly contested November election, legis-
lators are likely to face a series of votes
on proposals to whack oil companies with
higher taxes, new regulations, or
tougher law-enforcement scrutiny of pric-
ing practices.

In one sign of potential trouble ahead,
the traditionally oil-friendly House voted
last week to revoke federal drilling leases
giving favorable terms to oil companies,
with 67 Republicans providing the mar-
gin for passage. If signed into law, the
provision would cost the industry $10 bil-
lion over the next decade.

In a Senate hearing yesterday on
gasoline “price gouging,” Mississippi
Republican Sen. Trent Lott, the former
majority leader, said, “there’s some-
thing real fishy” going on in the gaso-

line market, adding: “There better be
restraint shown or the consequences
are not going to be pretty.”

Big Oil has weathered plenty of rhe-
torical attacks over the years, often to
survive with the bottom line intact. In
last week’s leasing vote, Mr. Barton
himself, for all his verbal broadsides,
ended up siding with the oil companies.
The proposal faces uncertain prospects
in the Senate and President Bush could
still veto it.

In response to all the criticism, the
industry is launching its most vigorous
political offensive since the 1970s, the
last time Big Oil was so intensely vili-
fied. The American Petroleum Institute
is in the middle of a $30 million advertis-
ing campaign, the trade association’s
first in three decades. The five largest
integrated oil companies in the
U.S.—BP, Exxon, Royal Dutch Shell
PLC, ConocoPhillips and Chevron
Corp.—spent $52.9 million on advertis-
ing in January and February, nearly
twice their total in the same period a
year earlier, according to TNS Media
Intelligence.

API and the top five are also ramping
up lobbying, spending $28.8 million in
2005, up 44% from the year before. As
part of that, they’ve hired as lobbyists
two former aides to Mr. Barton. They’ve
also reached out to Democrats for the
first time in years. Exxon Mobil just
hired as a lobbyist David Leiter, a former
chief of staff to 2004 presidential candi-
date John Kerry and once the man in
charge of renewable energy policy in the
Clinton administration.

But Big Oil’s current political woes go
deeper than the recent surge in pump
prices. Over the past decade, the indus-

Please Turn to Page A8, Column 4

AntonioVillaraigosa

Creaky Machinery

7

i i i

Business and Finance

i i i

World-Wide

Reply All: Craig Newmark,
founder of Craigslist, and Mike
McCurry, a phone industry lob-

byist, face off over access to the Web.
i i i

n Hot Hybrids: Compare the top-selling
Prius with other gas-electric models.
Plus, Consumer Reports reviews.

i i i
n The Small Screen: Joe Flint looks
at how TV networks can tackle tech-
nological, regulatory and creative
pressures in the coming year.
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Dirk
Cardoen-Descamps

n HAYDEN PROGRESSED toward
confirmation as the CIA’s next chief.

The Senate Intelligence Committee
voted 12-3 to recommended the nom-
inee. Three of the panel’s seven Dem-
ocrats voted against Hayden, but ap-
proval from the full Senate could come
before Memorial Day. The former NSA
head, who oversaw the agency’s wire-
tapping operation, drew criticism from
Wisconsin’s Feingold for directing “an
illegal program.” The FCC said it will
not probe whether phone companies
violated privacy laws by allegedly shar-
ing records with the NSA. The com-
mission’s chairman cited the “classi-
fied nature” of the activities. (Page A12)

The Senate Budget Committee, after
two postponed votes, unanimously en-
dorsed Trade Representative Portman
to succeed Bolten as OMB director.

i i i
n Bush met with Olmert at the White
House and urged the Israeli prime min-
ister to reach out to Abbas as an al-
ternative to dealing with Hamas. Bush
also praised Israel’s contingency plan
to unilaterally draw West Bank bor-
ders but indicated a preference for ne-
gotiations. The House voted to prohibit
aid to the Palestinian Authority and
ban diplomatic contact with Hamas.

i i i
n A bomb exploded outside a Shiite
mosque in Baghdad, killing 11 people,
as violence throughout Iraq claimed
40 lives. Bush said he would reassess
Iraq’s need for U.S. military assistance
now that a government is in place.

i i i
n The Senate modified its immigra-
tion bill to have companies check the
citizenship status of workers in a new
government database. (Page A4)
n Two estimates are calling attention
to the costs of Medicaid and other ben-
efits for immigrant workers, height-
ening tension in the Senate. (Page A4)

i i i
n Hastert complained to Bush about
the FBI’s search of Rep. Jefferson’s
office, and other House leaders ques-
tioned the constitutionality of the raid.
n The House approved a $93.6 billion
agriculture and food-safety budget, but
a dispute over home-state projects ex-
posed Republican discord. (Page A13)

i i i
n The Pentagon asserted in a report
that China’s defense spending is two
to three times higher than Beijing’s
official estimates and said the buildup
threatens Asia’s balance. (Page A3)

i i i
n Iran closed a newspaper for pub-
lishing a cartoon that caused ethnic
Azeris to riot, and officials stressed
unity amid a rift with Washington.

i i i
n Amnesty International condemned
countries including the U.S., Russia
and China for pursuing security at the
expense of human rights. (Page A10)

i i i
n A speaker claiming to be bin Laden
denied in an Internet audio tape that
Moussaoui had 9/11 role and called the
convicted terrorist’s confession “void.”

i i i
n Alaska Sen. Stevens is drafting a
bill to ban outsize gasoline-price in-
creases, but FTC head Majoras said
such legislation could harm consumers.

i i i
n The NIH began a trial to determine
the best treatment for early breast
cancer, which could eliminate chemo-
therapy for many women. (Page D5)

i i i
n Thaksin returned to power as Thai
prime minister, less than two months
after protests and an election boycott
elicited his ostensible resignation.

i i i
n Afghan President Karzai ordered a
probe of a U.S. bombing that killed at
least 16 civilians this week, and fur-
ther fighting left 19 more people dead.

i i i
n Died: Lloyd Bentsen, 85, ex-senator,
Treasury secretary and vice-president
candidate with Dukakis, in Houston.
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FANNIE MAE’S former execu-
tives may face legal action

over what the SEC called “fraudu-
lent accounting” at the mortgage-
finance company, federal regula-
tors warned. Regulators also im-
posed a series of new demands
for change at the company, in-
cluding setting a limit on the
size of Fannie’s holdings of mort-
gages and related securities until
the company repairs accounting
and risk-management flaws.

(Article in Column 5)

i i i
n Bernanke told Congress the Fed
shares inflation concerns, but that
it still has a month of data to di-
gest before deciding what rate ac-
tion to take at its June meeting.

(Article on Page A3)

i i i
n Euronext is pressing ahead to
reach a deal with preferred bid-
der NYSE, a pact that would re-
shape the world’s exchanges.

(Article on Page C1)

i i i
n The Dow industrials declined
26.98 to 11098.35, and the Nasdaq
fell to its lowest level since Novem-
ber. Bonds pulled back slightly.

(Articles on Pages C1 and C4)

i i i
n Vonage’s stock is set to begin
trading today at an initial price
of $17 a share in a closely
watched $500 million offering.

(Article on Page C4)

i i i
n Wyeth is expected to an-
nounce that an amended legal
settlement for diet-drug claims
has won final judicial approval.

(Article on Page D5)

i i i
n Morgan Stanley continues to
be plagued by the document-pro-
duction headaches left over
from the regime of Phil Purcell.

(Article on Page C1)

i i i
n Eircom agreed to accept an of-
fer from Australia’s Babcock &
Brown that values the Irish tele-
com company at $3.11 billion.

(Article on Page A13)

i i i
n A document raises questions
about whether Commerzbank
knew of ties between some firms
and Russia’s telecom minister.

(Article on Page A6)

i i i
n Toll Brothers posted a 2.8% rise
in net but slashed its 2006 forecast
amid slow sales and big invento-
ries as some housing markets cool.

(Article on Page A2)

i i i
n U.S. investigators are looking
into allegations that two storage
tanks used by Trans-Alaska Pipe-
line were improperly repaired.

(Article on Page A8)

i i i
n The president of the Gemologi-
cal Institute of America resigned
in the wake of a diamond-grading
scandal that has shaken the lab.

(Article on Page B9)

i i i
n CarMax picked insider Folliard
as president and CEO. He reiter-
ated the retailer’s growth goals.

(Article on Page B9)

i i i
n Heinz investor Peltz detailed his
plans for reviving the company, in-
cluding shedding more food lines.

(Article on Page C4)
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A Tragedy
On the Atlantic
On the last leg of the
Volvo Ocean Race, a
team of yachtsmen lost
one of their own, then

went on to rescue a competing crew. D12

A Tale of Two Auto Plants
A pair of Texas factories reflect the
competitive problems facing GM, as
foreign rivals like Toyota find an array
of advantages. Marketplace, B1

Get Real on Immigration
Michael Bloomberg offers four keys to
an enforceable, sustainable and
compassionate policy. Opinion, A14

In the Straddle

Carly Fiorina,
Reconsidered
Is the former CEO to thank
for H-P’s rising fortunes?
BUSINESS | A2

>

What’s News–

WSJ.com

–Markets–
Stocks:NYSE comp. vol. 2,713,649,430
shares, Nasdaq vol. 2,125,580,182.
DJ industrials 11098.35, t –26.98;
Nasdaq composite 2158.76, t –14.10;
S&P 500 index 1256.58, t –5.49.
Bonds (4 p.m.):10-yr Treasury
t –3/32, yld 5.052%; 30-yr
Treasuryt – 3/32, yld 5.142%.
Dollar:111.47 yen, +0.02; euro
$1.2854, –0.15 cent against the dollar.
Commodities:Oil futures (Jul) $71.76
a barrel, s +$1.80; Gold (Comex)
$673.00 per troy ounce, s +16.00;
DJ-AIG Commodity180.998, s +4.902.
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Legal Action Over Accounting
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Raines’s Reign
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Barbaro Is More
Than Just a Horse
Jockey/novelist Dick Francis
on the Derby champ’s real value
LEISURE & ARTS | D12
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are trying to tell your cellphone
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squad because of the sheer numbers:
They would have to spend all their time
stopping traffic and evacuating houses. So
five days each week during the spring and
summer, the squad digs eight holes in the
morning and eight in the afternoon in a
muddy field on their base to blow up high
explosives. Nearby, hundreds more
bombs are stacked like firewood in ware-
houses, awaiting their turn in the demoli-
tion pits.

Those containing gas get special treat-
ment: Specialists X-ray them and bom-
bard them with gamma rays to deter-
mine the exact contents. Soldiers in
green contamination suits drill holes in
the casings to drain them.

Late last month, the military started
excavating the largest bomb dump on
record. Alone, it could double the year’s
take of ordnance to more than 660 tons.

Standing on the edge of a 12-foot-
deep trench where Belgian soldiers
clear the mud from neatly stacked
bombs, Jan Savelkoels, a commander in
the Belgian Air Force who specializes in
bomb disposal, says the military found
out about the site late last year. An
aging member of one of the early bomb
squads happened to mention it at a re-
union party.

In 1919, just after the war, the Bel-
gian government collected about 330
U.S. tons of German shells and buried
them here under a layer of concrete,
the veteran explained. At the time, a

fence protected the site. But over the
decades, the fence fell apart, farmers
started planting on top of the buried
cache and nearly everybody forgot it
was there.

The military was skeptical, but the
man’s detailed account sounded credible
enough to check out. A quick scan of the
ground lighted up metal detectors. Cmdr.
Savelkoels figures it will now take his
12-man crew a couple of months to clear
the site.

Work there begins each morning
with a security briefing at which an
officer presents a weather report show-
ing the strength and direction of the
wind—important information should a
gas bomb go off. The crew has to inter-
rupt its work whenever a train passes
on tracks that run within 100 yards of
the dig, to avoid endangering passen-
gers in the event of a gas leak. That

hasn’t happened.
Most of the bomb

squad’s work, however,
comes from the discoveries
by farmers like Mr. Car-
doen-Descamps and his
wife, Charlotte. Over the
years, the couple has devel-
oped an interest in the war
and collected trench maps.
One shows that their small
hotel and farm lie directly
on top of an old German
artillery position.

About two years ago,
the blade of Mr. Cardoen-
Descamps’s plow cracked
open a bomb and sparked
some of its explosive cord-
ite, sending a 30-foot-high
flame into the air, he says.

He admits to being unnerved by the
experience but says there wasn’t much
he could do: He just kept plowing.
Friends nearby, he says, have had more
frightening experiences. One drove over
a shell last year, exploding it. A piece
of shrapnel ripped through the friend’s
tractor but left him untouched.

For Mr. Cardoen-Descamps, who is
51, the shells have nevertheless turned
into a little side business. After working
as a farmer all his life, he and his wife
eight years ago turned their place into
a B&B called Varlet Farm, catering al-
most exclusively to World War I enthusi-
asts.

In a shed on the grounds he displays
a collection of about 200 artifacts rang-
ing from guns to empty shells to but-
tons from soldiers’ uniforms. And each
guest gets a souvenir, maybe a shrap-
nel ball or a piece of an old shell.

Continued From First Page

By AMY SCHATZ

WASHINGTON—The Federal Commu-
nications Commission won’t look into
whether telephone companies violated con-
sumer-privacy laws by allegedly sharing
millions of phone records with the National
Security Agency.

Kevin Martin, the FCC’s Republican
chairman,yesterdaycitedthe“classifiedna-
ture” of the NSA’s activities in explaining
that his agency would be “unable to investi-
gate the alleged violations … at this time.”

The denial came in response to a call
by Democratic Rep. Edward Markey of
Massachusetts and other lawmakers for
an FCC probe into whether the alleged
NSA program had violated federal tele-
com-privacy rules. Democratic FCC Com-
missioner Michael Copps also called for
an investigation.

Mr. Martin, however, said the FCC
wouldn’t look into the matter because it
“would not be possible for us to investi-
gate … without examining highly sensitive
classified information.” Since the federal
government has already asserted the state-
secrets privilege in a related lawsuit by
privacy advocates against AT&T Inc. in
U.S. court in San Francisco, Mr. Martin
explained, it wouldn’t be possible for the
FCC to pursue the matter.

As the agency’s chairman, Mr. Martin
hasbroaddiscretioninguidingtheFCC’sac-
tivities.Nevertheless,hisdecisionandthera-
tionale he cited infuriated some Democrats,
notably Mr. Markey, who complained that
the FCC “has taken a pass at investigating
whatisestimatedtobethenation’s largestvi-
olation of consumer privacy ever to occur.”

The FCC can fine phone companies as

much as $1.3 million for disclosing customer
information without a consumer’s permis-
sionoracourtorder.InJanuary,theFCCpro-
posed fining AT&T and Alltel Corp. $100,000
each for not certifying they had procedures
in place to protect customer phone records.
The action came amid an outcry about pri-
vate companies obtaining cellphone records
andsellingthemover the Internet.Congress
has proposed legislation to stop the practice.

Meanwhile, some Democratic lawmak-
ers renewed their call for acongressional in-
vestigationintonewsreportsthatphonecom-
panies—including AT&T, BellSouth Corp.
and Verizon Communications Inc.—secretly
providedtheNSAaccesstomillionsofdomes-
tic phone records. BellSouth and Verizon
have denied the claims.

at the New America Foundation, a think
tank. Some people who know the mayor
say he aspires to run for president.

In an interview, Mr. Villaraigosa de-
murs when asked about his role in the
immigration debate. “I don’t believe I am
the leader or face of this movement,” he
says. “I just happen to be the mayor of a
city that has a very large immigrant pop-
ulation.”

Asked to spell out his position, he re-
plies after a long pause: “I have the re-
sponsibility to say to this country that we
should secure our borders, enforce our
immigration laws and hold people ac-
countable for breaking the law—and also
give people a path to citizenship who are
paying their taxes, working hard and
playing by the rules.” His position, a mix-
ture of tough and lenient, is in fact simi-
lar to that of President Bush. It might
end up pleasing neither side.

In occasionally presenting a sterner
posture, “Antonio the rebel and protester
has gotten a little lost in Antonio the
mayor,” says Carol Sobel, a civil-rights
lawyer who went to law school with Mr.
Villaraigosa.

Since taking charge of the nation’s
second-largest city in July 2005, Mr. Vil-
laraigosa has made it his business to be
everywhere, courting its myriad interest
groups in a way not seen since Tom Brad-
ley, L.A.’s mayor from 1973 to 1993. Dur-
ing a day of citywide volunteer services
organized by a Jewish congregation, Mr.
Villaraigosa peppered his speeches with
words such as “mitzvah,” Hebrew for
worthy deed, and “shul,” Yiddish for syn-
agogue. He recently posed for photo-
graphs donning a turban, alongside lead-
ers of the city’s Sikh community.

Last month, he brokered a deal be-
tween the Service Employees Interna-
tional Union and L.A.’s biggest commer-
cial-property owner, paving the way for
thousands of mostly black security
guards to unionize. Both sides say the
deal wouldn’t have happened without the
mayor’s intervention.

“I don’t think people have the percep-
tion that he is favoring any group,” says
Eli Broad, a billionaire businessman and
philanthropist who contributed to the
mayor’s campaign.

The mayor’s detractors say he’s
stretching himself thin with an ultra-am-
bitious agenda. Pet projects include tak-
ing control of the county’s struggling
school system and building a $2.7 billion
subway to the sea, from downtown Los
Angeles to Santa Monica. His daily sched-
ule of appearances has also earned him a
reputation as someone with a penchant
for photo ops. On Good Friday he washed
the feet of homeless people—while wear-
ing gloves—in a downtrodden section of
the city.

Mr. Villaraigosa was born Antonio Vil-
lar, the son of a Mexican immigrant and
a second-generation Mexican-American.
He grew up in Boyle Heights, an East Los
Angeles Latino enclave also home to
Jews and Japanese-Americans. Mr. Vil-
laraigosa has repeatedly said he lived in
a home where violence and alcoholism
were rife. His father left when he was 5.
Mr. Villaraigosa invokes his deceased
mother, saying she infused him with the
values that guide him.

When Mr. Villaraigosa was 16, a be-
nign tumor in his spinal column briefly
paralyzed him from the waist down, cur-
tailing his ability to play sports. His
grades plummeted at the Roman Catho-
lic school he attended. The next year, he
was expelled after getting into a fight.

Mr. Villaraigosa enrolled at Roosevelt
High, a large public school in Boyle
Heights, where he participated in stu-
dent walkouts as part of the late 1960s
Chicano movement, which fought for bet-
ter access to education and employment
for Mexican-Americans.

He dropped out for a semester, then
returned in response to his mother’s
pleas. Mr. Villaraigosa eventually made
it to junior college, thanks to a teacher’s
mentoring. He transferred to the Univer-
sity of California, Los Angeles where he

honed his skills as an activist.
On graduating, he joined a circle of

young Latinos who steadily ascended the
city’s labor movement and political hier-
archy. “We would go out to organize im-
migrants,” recalls Maria Elena Durazo,
chief of the Los Angeles County Labor
Federation, a labor-union umbrella
group. Ms. Durazo is a key figure in the
current immigration movement and a
friend of the mayor.

After marrying a public school
teacher, Corina Raigosa, in 1987, the
mayor suggested they merge their last
names, forming Villaraigosa (pro-
nounced veeya-ray-GO-zha). They have
two children; the mayor also has two
daughters from previous relationships,
and a grandchild.

Mr. Villaraigosa clinched a seat in the
state Assembly in 1994. Four years later,
he became speaker—the first from Los An-
geles in 24 years. When he decided to run
for mayor in 2001, he had both Westside
liberals and conservative voters in San
Fernando Valley “in the palm of his
hand,” recalls David Lehrer, president of
Community Advocates, a Los Angeles
group that tries to promote better relations
between the city’s various racial groups.

Brutal Campaign
But Mr. Villaraigosa lost a brutal run-

off campaign against James Hahn, a vet-
eran Democratic city politician. Mr.
Hahn saturated airwaves with a TV ad
featuring a grainy image of Mr. Villarai-
gosa interspersed with someone cutting
cocaine with a razor blade and a letter
Mr. Villaraigosa wrote in 1996 asking Bill
Clinton to pardon a convicted drug
dealer. The tag: “Los Angeles can’t trust
Antonio Villaraigosa.”

In 2005, he battled Mr. Hahn again,
despite a promise not to break the four-
year term he had won on the city council.
Latinos, who represent about 25% of the
electorate, voted en masse for Mr. Vil-
laraigosa. He also attracted more white
and Asian voters than in 2001. Most im-
portantly, he bested his rival among
blacks, who had been loyal to the Hahn
name for years.

That victory hasn’t damped a big
problem: the often-contentious relations
between the city’s Latinos and African-
Americans. The stream of Latinos into

black neighborhoods such as Watts has
generated friction between two groups at
the bottom of the economic ladder. Early
this year, blacks and Latinos battled in
Los Angeles jails, resulting in several
deaths. There have also been some nota-
ble brawls in high schools.

As the mayor’s attitude toward the
immigrant cause comes under the spot-
light, “there is a dicey road ahead in
regards to the African-American constitu-
ency,” says Sherry Bebitch Jeffe, a se-
nior scholar at the University of South-
ern California’s School of Policy Plan-

ning and Development. Many African
Americans believe that illegal Hispanic
immigrants rob them of blue-collar jobs
and force down wages.

“Will he be a coalition builder…or
will he indeed become the Latino
mayor?” asks Earl Ofari Hutchinson, an
African-American political analyst who
studies black-Latino relations. After Mr.
Villaraigosa appeared to embrace the im-
migration movement, “questions came
up again about his sympathies and loyal-
ties,” Mr. Hutchinson says.

On the morning of May 1, as thou-
sands of Latinos began congregating
downtown ahead of the marches, the
mayor hosted a meeting with African-
American leaders to discuss a range of
issues, including job creation and school
overhauls, especially in South L.A.

Among those in attendance was John
Hunter, chief pastor of the First African
Methodist Episcopal Church, which has
19,500 members. “The mayor is striving
to represent every aspect of the commu-
nity,” says Rev. Hunter in an interview.
Yet he also notes the immigration ques-
tion could be a divisive one. “The African-
American community is not completely
together on the issue.”

The following week, Mr. Villaraigosa

convened a meeting with mainly white lead-
ers of local construction trade unions to tell
them “we have to get more African-Ameri-
cans in the building trades and in appren-
ticeship programs.” Construction jobs of-
ten go to Latin American immigrants,
many of whom are in the U.S. illegally.

Despite efforts to placate critics, Mr.
Villaraigosa has been pounded for every
perceived misstep on the immigration is-
sue—and from all sides. At one rally, Mr.
Villaraigosa argued that immigrant work-
ers make the country run. They “clean
your toilets,” he told the crowd. Listen-
ers to a conservative radio show mailed
more than 1,000 toilet brushes to City
Hall. “A lot of people look at Villaraigosa
and they see an illegal alien,” says KFI
AM radio host John Kobylt, who opposes
loosening immigration rules. “There’s no
end to how much we’ll milk this.”

A Tougher Line
After the massive March 25 rally, Mr.

Villaraigosa appeared to take a tougher
line with immigration protesters. When
thousands of Hispanic students spilled
into the streets that month to protest an
immigration bill, the mayor urged them
to return to school. The students booed
him and refused to leave. Ahead of the
May 1 rally, he called on parents to keep
their children in school and for teenagers
to stay in the classroom. He made it clear
he opposed an economic boycott.

The mayor says he put himself in the
shoes of parents who would want their
kids in school. His aides add that Los
Angeles school system can ill afford to
lose state funding, which is tied to stu-
dent attendance.

Mr. Villaraigosa says he isn’t turning
his back on the immigration cause. He
also isn’t letting it dominate his agenda.
Last week, he was in Washington, D.C.,
lobbying for federal funds with the Los
Angeles Chamber of Commerce. His trip
happened to coincide with that of a range
of groups calling for a “national lobbying
day” for immigrants, as the Senate re-
sumed discussions on a bill.

Mr. Villaraigosa didn’t join them. He
had to get back to L.A. to attend meet-
ings about bidding for the Olympics.

Continued From First Page

Three members of the Belgian military’s bomb-disposal
team examine a German shell near Poelkapelle.

InBelgium, Memories of War LieNear the Surface

FCC Won’t Probe NSA-Phone Ties

Since taking office,

Mr. Villaraigosa has

made it his business

to be everywhere.

Immigration Spat Poses Challenge for L.A.’s Mayor
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Philips Electronics NV

Philips Electronics NV said it will buy
Avent Holdings Ltd. of the United King-
dom for Œ675 million ($868 million), further
strengthening its consumer-health busi-
ness. Avent—which makes a wide range of
baby products, including bottles, steriliz-
ers and monitors—has annual sales of Œ165
million in more than 60 countries. Amster-
dam-based Philips will acquire Avent from
private-equity firm Charterhouse Capital
Partners LLP. Philips’s chief executive,
Gerard Kleisterlee, has identified higher-
margin medical technology and health
care as a key area for expansion, as he
makes the company less dependent on vola-
tile businesses such as semiconductors.
The latest purchase follows the acquisition
of U.S.-based emergency-response ser-
vices company Lifeline earlier this year.

1.800.VZW.4BIZ  verizonwireless.com

Wireless broadband network; download speeds average 400–700 kbps based on our network tests with 5MB FTP data files
without compression; available in 181 major metro areas covering over 148 million people.

• Work on the nation’s largest high-speed
• wireless broadband network
• Download documents, browse the Web and work
• with email in real time

Verizon Wireless XV6700

What’s News
In Wireless Productivity

Verizon Wireless offers the latest all-in-one 
business devices with broadband speed. Choose from a variety of 

models to help you work more powerfully and effi  ciently.

They Work Better So You Can Too.

the VTreoTM 700w smartphone BlackBerry 7130eTM Samsung i830

powered by

DOWJONES . COM/ALERTS

MOBILE NEWS ALERTS

Ready to sell your life company?

Experienced investor seeks life insurance company with
substantial life premium. Up to $100 million plus statutory 
capital and surplus will be considered. Coinsurance of
seasoned blocks of life insurance will also be welcomed.

Please respond to:
Jack Londen

4343 E. Camelback Rd.
Phoenix, AZ 85018

Phone: (602) 524-0655
Fax: (602) 840-9765

“The day will come 
when a market correction
confirms the value of
proven financial counsel.”
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For that day.
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Houston, Texas 77024
Voice: 713 683-7070
E-mail: inquire@woodway-atc.com
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24 years of creating value, improving worth and protecting the assets of our clients

William Cunningham
Senior Vice President
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Television networks recently 
staged their annual splashy 
pre-season presentations in 
an effort to persuade adver-
tisers that network television 
still provides the biggest 
bang for their buck. But while recent hit shows 
have been good news for ratings, Joe Flint
says the networks face some tough challenges. 
The Small Screen. (Online subscribers only)

i     i     i

Horror films lured buyers at 
the Cannes Film Festival’s 
marketplace, as industry play-
ers sought to capitalize on 
the genre’s recent popularity 
at the box office. Plus, a mini-
screening of “Home of the 
Brave” draws crowds. Cannes Notebook.

(Online subscribers only)
i     i     i

As Bush welcomed Israel’s Ehud Olmert 
in Washington, a simmering power struggle 
between Hamas militants and forces loyal to
the Palestinian president is prompting fears 
of an all-out Palestinian civil war. Learn more 
about what’s at stake in Framing the Issue.

(Online subscribers only)
i     i     i

StartupJournal.com

Got an idea for a new business but not much 
more? Find out the questions you may eventu-
ally face before you begin with the getting-
started checklist at StartupJournal.com.

(Free Web site)
i     i     i

CareerJournal.com

Jared Flesher on what sports psychology can 
teach job candidates about interviews with 
employers. Get five tips on preparing for peak 
performance under pressure.

(Free Web site)
i     i     i

RealEstateJournal.com

Lauren Baier Kim on cooling housing demand 
on the coasts, why buyers have the upper 
hand in Las Vegas, and why Washington State 
may be this year’s hot spot.

(Free Web site)

7

What’s News Online
@ WSJ.com/OnlineToday

THE “NET NEUTRALITY” DEBATE has reached a fever pitch as Congress mulls legislation that 
would allow phone companies to charge Web sites for preferred delivery of digital content. 

Craigslist founder Craig Newmark debates Mike McCurry, head of a phone industry group. Reply All.
(Online subscribers only)

LOOKING FOR THE LATEST in hot hybrids? Compare features of four top-selling models from
Toyota, Honda, Ford and Lexus. Plus, ratings from Consumer Reports on these models and 

tips for buying hybrids and comparing costs and fuel efficiency. Also, see a photo gallery of a 
handful of hybrids expected on the market in the coming months. 

(Online subscribers only)

Emerging-market stocks have taken a beat-
ing recently as mounting concerns about rising 
interest rates and the global economic outlook 
have sent investors scurrying from the high-
risk markets. Go Figure offers tips on investing 
in emerging-markets funds.

(Free content at WSJ.com)
i     i     i

The FDA’s reputation is on the decline, a 
new health-care poll shows, as a majority of 
respondents question the agency’s ability to 
make independent decisions.

(Free content at WSJ.com)
i     i     i

MarketWatch.com

Consumers may be up in arms over high 
gasoline prices, but Jennifer Openshaw
wonders how they would react if they saw the 
prices they pay for coffee or restaurant meals 
splashed over the highway in big numbers.

(Free Web site)
i     i     i

Tony Measor assesses the Bank of China’s 
$10 billion IPO, the largest public offering 
ever in Hong Kong. While he sees the offering 
succeeding, not all investors are buying the  
shares because of the bank’s fundamentals.

(Free Web site)
i     i     i

Andy Leak, CEO of Instant Media, tells Bambi 
Francisco why he thinks high-definition televi-
sion will have more traction on the computer 
than on a regular TV set. (Free Web site)

Question of the Day:
How likely is it that the next car you buy 
will be a hybrid?

Previous Question:
How would a visit by Bush affect 
Republican candidates in your area?

Total Respondents: 2,923
Cast your vote at WSJ.com/Question.
This poll is a snapshot of WSJ.com readers’
opinions, but is not a scientific sampling.

It would help them

It would hurt them

It wouldn’t make a difference

1 As a print Journal subscriber, you 
can gain the benefits of The Wall 

Street Journal Online for only $49 a 
year. Learn more at WSJ.com.

25%

52%

23%
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By VAUHINI VARA

This year, more than 130 million
Americans are suffering through the an-
nual ordeal of tax filing. Behind the
scenes, the companies whose software
many people use to compile their returns
are facing a challenge of their own.

A growing number of Americans have
turned to the Internet to file their taxes,
using sites that crunch their numbers
and zap returns to
the Internal Reve-
nue Service at
lower cost. That
shift has sent Intuit
Inc. and H&R Block
Inc., the companies
that have long domi-
nated the U.S. mar-
ket for tax-prepara-
tion software,
scrambling to re-
tool their business
models. Intuit esti-
mates that more
than 10 million peo-
ple now file returns online.

The challenge confronting Intuit,
maker of TurboTax, and H&R Block,
maker of TaxCut, reflects broader up-
heaval in the software industry. Until re-
cently, using software meant buying a
shrink-wrapped box, taking out a disc
and installing the program on a personal
computer. But new Web technology now
lets people connect over the Internet to
services running on remote server com-
puters, meaning the software never has
to reside on the user’s PC.

This kind of online software, often
called “Web services,” has other familiar
uses: calling up an online road map or us-
ingaWebemailaccount, forexample.Goo-
gle Inc. recently bought a company that of-

Please Turn to Page A5, Column 1

As Users Go Online,
Tax-Software Firms
Retool Strategies

Intuit Scrambles to Offer

Web-Based Services;

Challenge to Core Business

Young Filers Like It Simple

(Please Turn to Page A4, Column 1)

By M I R I A M J O R DA N

D
AN-EL PADILLA

Peralta, a 21-year-old
classics major at Prince-

ton University, has risen from a
childhood in homeless shelters
and blighted apartments to main-
tain a 3.9 grade-point average.
He has won prize after prize, of-
ten taking twice the typical
course load. One faculty mem-
ber, writing a recommendation,
predicted “he will be one of the
best classicists to emerge in his
generation.”

Mr. Padilla stands out at

Princeton for another reason: He’s
an illegal immigrant. And two weeks
ago, he did something few people in
his shoes ever do. He turned him-
self in.

Mr. Padilla recently won a two-
year scholarship to Oxford Univer-
sity in the United Kingdom. But ac-
cording to longstanding immigration

law, if he leaves, he can’t return
to the U.S.—his home since the
age of 4—for at least 10 years.

While his case is exceptional,
Mr. Padilla’s predicament reflects
the cacophony of messages a con-
flicted nation sends to illegal im-
migrants. This spring, at least
65,000 undocumented immigrant
students, many of whom have
been in this country most of their
lives, will graduate from high
school. The Constitution guaran-
tees a public-school K-12 educa-
tion for every child in the U.S.

But after that, their future is

Dan-el Padilla 
on the Princeton campus..
Dan-el Padilla 
on the Princeton campus.
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Week Ahead: Hu’s at the
White House; big banks
pull ahead; and vaccine
companies come back into
vogue. PAGE A2

Hot Topic: Death and
you-know-what—a snapshot of
Americans’ tax burden. A5
REVIEW & OUTLOOK, A6

The Terrifying Trailer:
Joe Morgenstern on why a movie
promotion (left) is leaving
audiences shaken. P4

Breakingviews: In its talks
with General Motors, the
UAW’s priority should be
helping active members, not
retirees. B8

Clinton Detweiler and ‘Russell’ in his
workshop in Littleton, Colo.
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Performance Tips
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—Online Today—
WSJ.com/OnlineToday

Cyber Cinema: Deterred by
service charges and confusing
Web sites, U.S. consumers still

rarely buy their movie tickets online.
i i i

n Stock Watch: International Paper is
generating billions of dollars selling
timberland. Is it sacrificing future in-
come for a one-time cash infusion?

n BUSH DECLARED “full support”
for Rumsfeld amid resignation calls.

White House backing came as the
defense secretary brushed off a cho-
rus of retired generals who say mis-
handling of the Iraq war should cost
him his job, suggesting that is a mi-
nority opinion. In Iraq, two Marines
were killed and 22 wounded in what
appears a major western-desert bat-
tle. At least six Iraqi police died and
dozens were missing in an ambush of
a police convoy leaving a U.S. base
after picking up vehicles. Shortly be-
forehand, insurgents let a U.S. patrol
pass unscathed. An Iraqi general said
police weren’t allowed to stay over-
night at the base. The U.S. denied it.

The military has spent 40% of the $7
billion appropriated in 2005 to train
Iraq and Afghanistan security forces,
according to a congressional report.

i i i
n The U.S. barred citizens from do-
ing business with the Hamas-led Pal-
estinian Authority, based on existing
terror sanctions. Private business is
exempted. Premier Haniyeh vowed
pressure won’t topple his government.
n The U.S. decided to deport a Flor-
ida professor after failing to convict
him in December on charges of fund-
ing Islamic Jihad attacks on Israel.
n Sharon’s tenure officially ended as
Israeli prime minister 100 days after
a stroke put him in a coma, and Ol-
mert has formally assumed his duties.

i i i
n Ahmadinejad said Israel is “head-
ing toward annihilation” and called
it a threat to the Middle East. He dis-
missed Rice’s call for action to force
Iran to comply with atomic demands.
Russia is set to host talks next week.
n The U.S. plans to press allies to
weigh an Iran asset freeze and im-
position of visa restrictions at Mos-
cow talks, the State Department said.

i i i
n Chad broke ties to Sudan and said
it may expel 200,000 refugees who fled
ethnic cleansing in Darfur if Khar-
toum isn’t reined in. Rebels captured
in Thursday’s failed bid to seize the
capital were paraded in N’djamena.

i i i
n President Bush and the first lady
paid $187,768 in federal taxes on tax-
able income of $618,694. The Cheneys
reported about three times as much
in taxable income, $1.96 million, on
which they paid $529,636. (Page A4)

i i i
n Berlusconi’s chances of overturning
his election loss dwindled as the tally
of contested ballots was cut below the
number needed to swing Italy’s vote.

i i i
n Bombs at India’s largest mosque in-
jured at least 13 in two blasts at the
17th century New Delhi complex. In
Kashmir, grenade attacks killed five.

i i i
n Three British soldiers were injured
and three policemen died in separate
attacks in Afghanistan, where the Tal-
iban has vowed to step up violence.

i i i
n China’s Hu is due in the U.S. next
week and plans a series of speeches
in Seattle, Washington and at Yale
before meeting with Bush Thursday.

i i i
n A judge vacated without explana-
tion an order that shoe-bomber Reid,
alleged Moussaoui Sept. 11 confeder-
ate, testify at the death penalty trial.

i i i
n Tornadoes ripped through the Uni-
versity of Iowa campus in Iowa City,
killing one outside town, injuring doz-
ens and inflicting extensive damage.

i i i
n Global temperatures are likely to
rise 5.4 degrees this century, prompt-
ing water shortages, the top science
adviser to Britain’s government said.

i i i
n Pope Benedict XVI led thousands
of pilgrims in Good Friday proces-
sions in Rome for the first time as
pope. He turns 79 on Easter Sunday.

–Markets–
Stocks (closed): On Thursday, NYSE
comp. vol. 1,875,826,930 shares,
Nasdaq vol. 1,518,260,971.
DJ industrials 11137.65, s +7.68;
Nasdaq composite 2326.11, s +11.43;
S&P 500 index 1289.12, s +1.00.
Bonds (Thurs., 2 p.m.):10-year
Treasury t –18/32, yld 5.053%; 30-yr
Treasuryt – 30/32, yld 5.118%.
Dollar (Fri.):118.67 yen, +0.20; euro
$1.2111, –0.02 cent against the dollar.
Commodities (Thurs.):Oil futures
$69.32 a barrel, s +$0.70; Gold
(Comex) $596.50 per troy ounce,
t –1.00; DJ-AIG Commod. index
171.242, s +0.952.
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World-Wide

By EVAN RAMSTAD

After years as the Next Big Thing in
consumer electronics, flat-panel TVs are
finally becoming the mainstream stan-
dard.

A price war among makers of the
two main flat-panel technologies, an ex-
panding menu of high-definition con-
tent and the aesthetic and practical ap-
peal of thinner boxes are luring con-
sumers to switch from tube-based tele-
visions to flat screens much sooner
than expected. Already, many flat-
panel models with screens 30 inches or
smaller are selling for less than $1,000,
and 32-inch models could be in that
range by year’s end.

Last year, flat-screen TVs for the
first time accounted for the majority
of TVs bought in Japan, Hong Kong
and Singapore. That crossover will
happen this year or next in the U.S.
and most European countries, industry
watchers say, and at least one com-
pany has already stopped shipping
tube TVs in the U.S. “It’s happening
faster than the most optimistic tar-
gets,” says Ross Young, president of
DisplaySearch, an Austin, Texas, mar-
ket-research firm.

World-wide, sales this year of liquid-

crystal display and plasma flat-panel
TVs are on track to total about 44 mil-
lion units, valued at as much as $54
billion, out of an overall market of 185
million TVs, according to market re-
search firms. In the U.S., sales are ex-
pected to reach between 12 million and
14 million flat-panel TVs, or roughly

Please Turn to Page A2, Column 2

>

D ELTA REACHED a tenta-
tive contract agreement

with its pilots union that averts
a strike and could accelerate the
airline’s bankruptcy restructur-
ing. Pilots agreed to roughly $280
million to $290 million in annual
concessions, including a 14% pay
cut, near the minimum that ex-
ecutives have said is necessary.

(Article on Page A3)

i i i
n U.S. industrial output surged
in March, capping a period of
rapid expansion, but many econ-
omists are forecasting slower
growth in the months ahead.

(Article on Page A3)

i i i
n The FDA was ordered by a U.S.
judge to rule on a human growth
hormone product made by San-
doz, a generics unit of Novartis.

(Article on Page A3)

i i i
n Wal-Mart said it is halting gun
sales at some 1,000 stores due to
insufficient demand. The chain
is the top U.S. seller of firearms.

(Article on Page A3)

i i i
n Australia’s Toll said ports and
airline operator Patrick accepted
its $4.23 billion takeover offer,
ending an eight-month standoff.

(Article on Page A3)

i i i
n Eircom received a joint pro-
posed bid from Australia’s Bab-
cock and Eircom ESOP valuing the
Irish phone firm at $2.86 billion.

(Article on Page A3)

i i i
n The NYSE confirmed that it
is holding preliminary merger
talks with more than one ex-
change-industry participant.

(Article on Page B3)

i i i
n Chicago’s Merc and CBOT are
closing a loophole that undermines
anonymity in trading and per-
haps gives big investors an edge.

(Article on Page B6)

i i i
n Halliburton filed plans with
the SEC to sell just under 20%
of its KBR engineering and con-
struction division in an IPO.

(Article on Page B1)

i i i
n China’s decision to liberalize
its foreign-currency regime is
unlikely to result immediately
in a strengthening of the yuan.

(Article on Page A4)

i i i
n Regional Japanese lenders are
leading a revival in the coun-
try’s banking business. Overall
lending in March rose 0.3%.

(Article on Page A4)

i i i
n The London Stock Exchange
said it will step up efforts to at-
tract listings from Chinese com-
panies, including large banks.

(Article on Page B2)

i i i
n Infosys said profit rose 20%
on outsourcing growth, despite a
stronger rupee that squeezed the
Indian software firm’s margins.

(Article on Page B6)

i i i
n Home Depot CEO Bob Nardelli
saw his total compensation rise
11% last year to $31.7 million.

(Article on Page B6)
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Illegal at Princeton
Dan-el Padilla beat poverty

and homelessness

to become a star student.

He still may have to leave

the country.

Flat-Panel TVs, Long Touted,

Finally Are Becoming the Norm

Source: iSuppli
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More for Less
As prices have fallen for LCD and plasma
flat-panel TVs world-wide, sales have risen.

Steve Bennett

By G. BRUCE KNECHT

Ventriloquists earn their keep by put-
ting words in other people’s mouths. But
this weekend, many of them are feeling
speechless.

That’s because the ventriloquism
world just lost its best-known institution.
For more than 70 years, Maher Ventrilo-
quists Studios has been making dummies
and teaching people how to talk without
moving their lips. It is difficult to find a
ventriloquist who has not “graduated”
from the Maher Home Study Course,
which promised “Anyone Can Learn!”

But with muted interest in the art
form—and an aging owner eager to re-
tire—the company closed Friday.

For ventriloquists, or vents, as they
call themselves, it’s as if the sky is fall-
ing.

“Maher provided the puppets, the
scripts and jokes, even performance ta-

bles and carrying cases—everything you
need,” laments Mark Wade, an Ohio-
based ventriloquist veteran.

That included “Slappy,” a 30-inch-tall
doll with a flattop hairdo and a red carna-
tion stuck in his miniature suit jacket. He
was available until yesterday at a going-
out-of-business price of $75.

Lisa Sweasy, the curator of Ken-
tucky’s Vent Haven Museum—a Mecca
for vents that describes itself as the

Please Turn to Page A5, Column 1
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By ANDREW BROWNE

HONG KONG—China’s move to liber-
alize its foreign-exchange regime days
ahead of President Hu Jintao’s U.S. visit
is unlikely to result immediately in a
stronger Chinese yuan, and might even
have the opposite effect in the long term,
economists say.

American politicians have been press-
ing for a sharp appreciation of the Chi-
nese currency to bring down China’s
trade surplus with the U.S., which hit a
record $202 billion last year, according to
U.S. figures. The issue is expected to be
high on the agenda during Mr. Hu’s meet-
ing with President Bush Thursday.

On Friday, China’s central bank an-
nounced measures that will make it eas-
ier for individuals and companies to buy
foreign currency—and then for the first
time to invest those funds overseas in
stocks and bonds through banks and bro-
kerage firms. But demand for dollars
could depress the yuan relative to the
U.S. currency and make China’s exports
even more competitive.

It was the most significant move so far
in Beijing’s efforts to liberalize its tight cur-
rency controls, and will give ammunition to
Mr. Hu to disarm critics in Washington who
say China deliberately keeps its currency
undervalued, thereby making its exports
less expensive and able to compete unfairly
for market share. The U.S. Treasury has
hinted it could label China a currency ma-
nipulator in a twice-yearly report due this
month—which could lead eventually to
trade sanctions—although it gave a cau-
tious welcome to the latest announcement.

The currency changes, plus a big Chi-
nese buying spree in the U.S. ahead of
Mr. Hu’s visit, appear to be part of a coor-
dinated effort by China to take the heat
out of Mr. Hu’s meeting with Mr. Bush.

Still, Chinese brokers aren’t counting
on a flood of investment overseas anytime
soon. “We don’t expect many clients,” says
Zheng Tuo, a fund manager at Fortis Hai-
tong Investment Management Co. in
Shanghai. “It will take about two or three
years before the market matures.”

Chinese bankers foresee a lucrative

new business area, but not immediately.
Mi Liang, a Shanghai-based investment
consultant with the Industrial & Commer-
cial Bank of China, says individual inves-
tors are unfamiliar with overseas bond
markets. “Even Chinese banks them-
selves aren’t good at analyzing these
highly profitable but more risky overseas
investment products,” he says.

The changes could have a mixed im-
pact on the yuan’s exchange rate and
China’s trade surplus, economists say.

Starting May 1, individuals will be
able to exchange yuan for as much as
$20,000 each year, up from $8,000; compa-
nies, too, will be given more freedom to
buy foreign currency. Hong Liang, chief
China economist for Goldman Sachs
Group Inc., says this could unleash de-
mand for dollars, some of which may be
used to purchase overseas products, thus
narrowing China’s trade surplus.

Separately, banks will be able to collect
yuan deposits from individuals and compa-
nies and invest in bonds overseas. Fund-
management firms will be allowed to take
foreign exchange from these customers
and buy bonds and shares abroad. How-
ever, the timetable for these moves isn’t

clear, nor did Beijing give any details of the
permitted size of the overseas investments.

Chinese policy makers hope more for-
eign-currency outflows will reduce the
buildup of its huge foreign-exchange re-
serves and remove some of the pressure on
Beijing to increase the value of the yuan.
On Friday authorities confirmed China’s
reserves have overtaken Japan’s to be-
come the largest in the world. They rose by
$21.4 billion in March to $875.1 billion.

However, the currency move could also
pull the yuan in the opposite direction.

The measured scope of the step also
underscores Beijing’s belief that there is
no quick fix for trade imbalances, econo-
mists say. But the gradual approach is
raising the frustration level in Washing-
ton. Chinese leaders blame their coun-
try’s huge trade surplus with the U.S. in
large part on big inflows of investment
from foreign companies using China as
an assembly platform for exports. On Fri-
day China said such investment rose
6.4% to $14.2 billion from January to
March compared with a year earlier.
 —Tang Hanting

contributed to this article.

uncertain. They can’t work legally and
undocumented students can’t qualify for
federal grants and loans or work-study
programs that would help finance higher
education. Only an estimated 10% to 15%
of undocumented students who graduate
from high school muster enough re-
sources to pay for college, according to
the National Immigration Law Center, a
pro-immigrant group. There are an esti-
mated two million illegal immigrants un-
der the age of 18.

Ten states, including California,
Texas and Oklahoma, have tried to make
it more affordable for illegal immigrants
who have graduated from local high
schools to attend college by allowing
them to pay in-state fees at public univer-
sities. Many private universities admit
undocumented students, although get-
ting them financial aid is often difficult
because of their status.

In Mr. Padilla’s case, some institu-
tions—like the elite Collegiate private
school he attended in New York—never
even asked about his status. Princeton
knew he was in the U.S. illegally, yet
awarded him a scholarship anyway.

Bipartisan legislation was introduced
in 2001 that would grant permanent resi-
dency to young people brought to the U.S.
at least five years ago who have completed
high school. Sponsors have never been
able to convince Congressional leaders to
allow a vote. Opponents say students who
came to the U.S. illegally shouldn’t be enti-
tled to any form of amnesty or limited edu-
cational resources. “How much sense does
that make, to have people here illegally
and they have more
benefits than those
who are here le-
gally?” says Ala-
bama Sen. Jeff Ses-
sions, a Republi-
can.

When an undoc-
umented student is
allowed into a col-
lege, “there is an-
other kid who
wasn’t admitted be-
cause we admitted
the illegal alien,”
says Ira Mehlman,
spokesman of the Federation for Ameri-
can Immigration Reform, a national orga-
nization that advocates a restrictive im-
migration policy. “Every time you admit
someone who is here illegally, you are
necessarily saying no to somebody else.”

Mr. Padilla is hoping to convince the
government that “extraordinary circum-
stances”—including being abandoned by
his father and being homeless—explain
why he didn’t file a request to change his
status earlier.

Christopher Bentley, a spokesman for
U.S. Citizenship and Immigration Ser-
vices, says the agency doesn’t discuss
individual cases. “We adjudicate each

case based specifically on the evidence
presented in that case,” he says.

To pay his legal fees, Mr. Padilla raised
$10,000 among friends and others in a mat-
ter of weeks. His 236-page petition to the
immigration service includes school
records, SAT scores and dozens of letters
from senior officials of Princeton and Col-
legiate, his secondary school in Manhat-
tan. The petition also includes a letter
from his mentor, who first spotted Mr. Pa-
dillaat a shelter in Brooklyn, then a dimin-
utive nine-year-old with buck teeth, curled
up with a biography of Napoleon.

M
R. PADILLA ARRIVED in
New York at the age of 4 in
1989 with his parents, mid-
dle-class government work-

ers in the Dominican Republic. Mr. Padil-
la’s mother, Maria Elena Peralta, was
pregnant. She says she was told that she
and her fetus were in danger due to dia-
betes-related complications. Treatment
would be better in the U.S. So the whole
family entered the U.S. on a temporary,
non-immigrant, six-month visa.

Mr. Padilla’s brother, Yando, was
born in the U.S. After complications fol-
lowing his birth, the family decided to
stay. Ms. Peralta says they paid a fee
and filled out a form at a private immi-
gration service to extend their visas but
never heard back. Jobless and frus-
trated, Mr. Padilla’s father, Domingo, re-
turned to the Dominican Republic in
1993. They hear from him periodically,
but he has visited them only twice, they
say. Ms. Peralta stayed in the U.S. with
the boys. “I knew they would have more
opportunities in America,” she says.

A Puerto Rican friend made his base-
ment available to them for two weeks
until a pipe burst and flooded the area.
The family moved to a shelter in the
South Bronx, then another in Chinatown.
His mother tried to supplant meals with
plantains and other Dominican foods she
bought with the welfare checks she got
on behalf of her U.S.-born toddler: $42.50
twice a month. Mr. Padilla mainly re-
members the drugs, fights, filthy bath-
rooms and “people whose lives were in
pieces.”

Mr. Padilla’s favorite part of the day
was spent at P.S. 2 in Chinatown, where
he was the only Latino in the fourth-
grade class. “I loved school,” he says. “It
was a relief to me.”

There he discovered his math couldn’t
stand up to that of his peers. He also won
his first academic prize, for the highest
reading score on a standardized test. The
award was a small certificate and a $50
check. “It took us a while to find a check-
cashing place on Canal Street,” Mr. Pa-
dilla recalls. They bought books.

In May 1994, the family was moved by
New York City’s social services to the
Bushwick Family Residence, a shelter in
Brooklyn. There he met Jeff Cowen, then
a 29-year-old photographer who had de-
cided to teach art part time to underprivi-
leged children. Mr. Cowen, whose great-
grandfather founded a Wall Street broker-
age house now known as SG Cowen, grew
up in Manhattan, attending prestigious
private schools.

Mr. Padilla was reading in the corner
during their first encounter, Mr. Cowen
recalls. The boy greeted Mr. Cowen po-
litely and informed him he was from the
Dominican Republic. He then recited a
litany of facts about the country, from its
population to its primary crop—sugar
cane, for which he recited the country’s
annual production.

“He had an innate capacity to remove
himself from the destructive environment
and create a world of his own,” recalls Mr.
Cowen, 40, who now lives in Paris. Mr. Pa-
dilla’s interest in classics began at age 9

when he discovered a dusty book on an-
cient Athens at the shelter.

The family later moved to an apart-
ment in Harlem, in an area filled with
crack dealers. The heat worked sporadi-
cally, so they often slept with coats on,
Ms. Peralta recalls. New York City, like
other cities and most states, offers public
assistance for U.S.-born children, even if
their parents are illegal immigrants. Un-
documented immigrants can get some
housing benefits because their U.S.-born
children are entitled to them.

When Ms. Peralta took her younger
son for checkups—as a U.S. citizen, he
was eligible for Medicaid—she would ask
the pediatrician to also check Mr. Pa-
dilla, who lacked health insurance be-
cause of his immigration status. “The
doctor made me promise not to tell any-
one, and I would give her $10 or $15 to
show my gratitude,” she recalls.

By age 10, Mr. Padilla immersed him-
self in Sophocles, ancient European and
American history. “He didn’t like it when
we gave him toys and games,” recalls his
mother. “He only wanted books.”

Mr. Cowen took Mr. Padilla and his
brother to the movies, the playground
and his mother’s house near the shore in
Westport, Conn. Over the mild disap-
proval of her church priest, Ms. Peralta
says she made Mr. Cowen—who is Jew-
ish—the godfather of her two sons.

Mr. Cowen made it his mission to help
Mr. Padilla win a scholarship to a first-
rate school. He arranged tutorials for Mr.
Padilla in math with a teacher who volun-
teered her time. He also introduced Mr.
Padilla to officials at Manhattan’s Colle-
giate, one of the nation’s oldest schools,
which Mr. Cowen had attended.

On the day Mr. Cowen heard that Mr.
Padilla had been accepted to seventh
grade on a full scholarship, Mr. Cowen
trudged through heavy snow to reach Col-
legiate, where he bought two school
T-shirts. He then went to Harlem to
break the news to Mr. Padilla and his
mother. After he told them, he says, ev-
eryone broke into tears.

It never occurred to school officials to
ask about Mr. Padilla’s immigration sta-

tus, Collegiate officials say.
Mr. Cowen says he also didn’t know

Mr. Padilla was undocumented. Their re-
lationship had always been “about keep-
ing food on the table, helping this tal-
ented kid and being a role model for
him,” he says.

Collegiate, an exclusive school at-
tended by John F. Kennedy Jr., is known
for its rigorous academics. When Mr. Pa-
dilla attended, there were four other mi-
nority students in his class.

“By the end of his first year at Colle-
giate, Dan-el was the most popular kid in
the class,” says Nick Moscow, a close
friend. In ninth grade, he was elected
class president.

Mr. Padilla says he never felt uncom-
fortable socially, although he remembers
being “thunderstruck” by the bar-mitzvah
parties he attended and the opulent Upper
East Side apartments where some of his
classmates lived.Toavoidattractingatten-
tion on the way to the subway in central
Harlem each morning, he sometimes took
off his tie and shoved his school blazer into
his backpack until he got to school.

At Collegiate, Mr. Padilla mastered
Greek and Latin, and achieved fluency in
French. As a debater, he qualified for the
National Tournament of Champions, one
of few Collegiate students to do so, ac-
cording to the Head of the Upper School,
John Beall. Mr. Padilla “was one of the
most powerful intellects ever to grace our
halls,” he says. He read many passages
of Greek tragedies in Greek and wrote a
paper on Euripides’s “Bacchae,” which
his Latin and Greek teacher says she still
has her students read today.

O
N HIS PRINCETON applica-
tion, Mr. Padilla checked a box
declaring he wasn’t a U.S. citi-
zen. Seeing him as a foreign

student, a university official said he
needed to return to the Dominican Repub-
lic in order to apply for a student visa
required of foreign students. To find out
what the consequences of going back to
his home country would be, Mr. Padilla
spoke with a lawyer arranged by Prep for

Prep, a New York program that helps
minority kids who are college-bound. He
told Princeton that if he went to the Do-
minican Republic he wouldn’t be allowed
back into the U.S.

The university ultimately overlooked
his immigration status and gave him a
full scholarship, consisting of financial-
aid grants that didn’t include federally
funded programs. Princeton “doesn’t
take documentation status into account
when making admission decisions,” says
a spokeswoman for the university. She
says Princeton has enrolled fewer than
half a dozen illegal immigrants in the
past four years.

“He could have been from the moon
and I would have admitted him,” says
Fred Hargadon, dean of admissions at
Princeton at the time Mr. Padilla applied.

Entering Princeton in 2002, he enrolled
in a freshman seminar on Ovid’s “Meta-
morphoses.” On the first day of class, stu-
dents were asked why they had chosen the
course. “Many answered, as I did, that it
looked interesting in the course guide,”
says Rachel Zuraw, a friend from Del Mar,
Calif. She recalls Mr. Padilla’s answer: He
had been studying Latin for years and had
already translated many stories from the
“Metamorphoses.”

In recognition of his academic
achievement that year, Mr. Padilla won
the Freshman First Honor Prize, which
is awarded each year to one Princeton
student, out of a class of 1,100.

Kelly Sanabria, another friend from
Princeton, asked Mr. Padilla to lecture
on the “Iliad” and the “Odyssey” at a
community college in the South Bronx
where her father teaches. Mr. Padilla ac-
cepted the assignment, even though he
was taking the graduate-school entrance
exam the next day. He engaged the stu-
dents—most of whom were Latino immi-
grants—with a dialogue that began with
the recent movie “Troy” and continued
through Achilles, the abduction of Helen
and other key parts of the plot.

Few classmates knew that Mr. Padilla
was an illegal immigrant. In the fall of
sophomore year, Mr. Padilla says he and
two friends ran into a female friend at a
study break and were “hanging out just
chatting.” The subject of illegal immi-
grantscameup becauseofanewspaperar-
ticle.

“This common friend—someone I had
somewhat of a crush on for a bit—ex-
pressed her belief that they were a drain
on the economy,” Mr. Padilla recalls. She
complained that jobs were being taken by
illegal workers and wondered “why did
they have any right to the resources of the
U.S. when they were here illegally.”

Mr. Padilla says he didn’t reveal his
personal situation.

Mr. Padilla has returned frequently to
New York to translate for his mother, who
works cleaning houses and runs a group at
her church. She is trying to avoid eviction
from her Harlem apartment now that the
rent has been raised to $865 from $257.

Now in his last semester of his senior
year, Mr. Padilla is immersed in two the-
ses—one for his major in classics, and an-
other for his minor at the Woodrow Wilson
School of Public and International Affairs,
where he has concentrated on educational
policy.

Unlike other Princeton students study-
ing classics, he has never been able to visit
Athens, Rome or other sites of the ancient
world. The closest he has come to a physi-
cal connection to his study is to handle the
Roman carved headstones at Princeton,
which he is researching for his thesis.

In February, Mr. Padilla was awarded
a scholarship for two years of study at
Oxford University’s Worcester College,
starting next fall. Past winners of the
award include Anne-Marie Slaughter,
dean of the Woodrow Wilson School, and

Elena Kagan, dean of Harvard Law
School.

That pushed him toward making what
he calls the hardest decision of his life:
going to the immigration authorities.

T
HE WORRY ABOUT what he
would do after graduation—
without a Social Security num-
ber or the right to work—had

been hanging over him since he started
college. His hope to build a life in the
U.S., where he wants to pursue a teach-
ing career, required legal status. The
chance to attend Oxford spurred him to
act. If he goes to Oxford without resolv-
ing his status, he won’t be able to re-
turn to the U.S. for a decade. He
wouldn’t be able to visit his mother or
brother.

Even if he didn’t go to Oxford, he would
be unable to obtain any legal employment
in the U.S. upon graduating from Prince-
ton or receive admission to a graduate
school program because they require paid
teaching responsibilities.

In a matter of weeks, Mr. Padilla
raised $10,000 to pay a flat fee set by
his attorney. Mr. Padilla says he bene-
fited from the generosity of a Princeton
faculty member and New Yorkers affili-
ated with Prep for Prep.

After exploring options, Steve Yale-
Loehr, Mr. Padilla’s attorney, decided to
bet on a clause for “extraordinary cir-
cumstances,” noting that Mr. Padilla
was abandoned by his father, his
mother was ill and the family was home-
less, to justify why Mr. Padilla didn’t
file an application for status adjustment
in a timely fashion—17 years ago. Regu-
lations allow the immigration agency to
accept a non-timely change of status
application under certain circum-
stances. The petition requests that Mr.
Padilla’s expired tourist visa be
changed to a student visa, which would
allow him to go abroad and then return
to the U.S. without penalty.

“It would be a waste to give Dan-el’s
potential to another country,” says Mr.
Cowen, who hasn’t seen Mr. Padilla since
1999, and only recently learned of his
predicament after getting an email from
him. “It is education itself that Dan-el
used to pull himself out of the
ghetto...The future of the U.S. depends
on education.”

Only a handful of friends at Princeton
know the extent of his immigration pre-
dicament. “I don’t like burdening my
friends,” Mr. Padilla says. But some-
times he is stung by what he hears. Ear-
lier this month, he was upset by com-
ments against illegal immigrants posted
by a classmate on a campus blog. The
posting said that illegal immigrants hurt
the economy and deprive African-Ameri-
cans of jobs. Mr. Padilla responded to the
posting, calling the stance “willfully anti-
humanitarian.”

“It’s always possible that Immigra-
tion might begin deportation proceed-
ings against me,” he says, digging into
a sandwich at a Princeton deli. “I very
much try not to linger over these prob-
lems.

As his future hangs in the balance,
Mr. Padilla remains focused on complet-
ing his theses; the second and last one,
in classics, is due Monday. He plans to
celebrate at a Yankees game, not far
from his mother’s apartment.

Marrying a U.S. citizen could fix his
problem relatively quickly. David Lo-
evner, who chairs the selection commit-
tee for the Oxford scholarship, says Mr.
Padilla has received several “unsolic-
ited proposals from well-meaning class-
mates.” Mr. Padilla says he has de-
clined them all.

Illegal at Princeton: Star Student Dan-el Padilla Faces Uncertain Future

Jeff Cowen

Japan’s Regional-Bank Revival

Helps Spread Economic Growth
Small Businesses Benefit

From New Lending Options;

Big Rivals Try to Muscle In

By YUKA HAYASHI

SAITAMA, Japan—Five years ago, Ka-
zuya Koyama feared opening his newspa-
per each morning because there would al-
ways be a story about some company get-
ting into financial trouble. “Back then,”
says the executive of Musashino Bank
Ltd.,a regionalbanknorth ofTokyo, “lend-
ing was such a high-risk business.”

Now, Musashino Bank is thriving.
With its total loan balance rising and its
bad loans dropping, the bank expects a
29% jump in earnings for the year ended
in March. As loan applications from
small businesses and homeowners flood
in, Musashino has tripled the number of
new graduates it is hiring this spring,
compared with six years ago.

Regional banks such as Musashino
are leading the revival in Japan’s bank-
ing business. In March, the nation’s over-
all bank lending increased from a year
earlier by 0.3%, after moving into positive
territory in February for the first time in
nearly 10 years with a 0.2% rise. Lending
by regional banks was up 2.2%, while the
loan balance at big nationwide banks—
which have been more deeply affected by
bad-loan problems—shrank 1.2%.

The recovery in bank lending is solidi-
fying Japan’s economic recovery, which
is entering its fifth year. When Japan’s
real-estate and stock-market bubbles
popped in the early 1990s, banks were left
with mountains of bad loans on their
books. To avoid taking on more bad
loans, they slashed their lending, and
economic growth ground to a halt.

With their books healthy again, banks
arebeginning toprovidecapital to theecon-
omy. That means Japanese businesses can
borrow at low interest rates to build facto-

ries and open stores. This is providing a
new engine for the economy, which until a
couple of years ago was heavily dependent
on exports for growth. Because of the do-
mestic business revival, economists ex-
pect last year’s economic growth of 2.7% to
be repeated or bettered in 2006.

“If bank lending is expanding for the
first timein10years, that isaverypowerful
symptom of a deflating economy that has
now turned the corner,” says Paul Sheard,
chief Asia economist for Lehman Brothers.

Small businesses are benefiting greatly
from the healthier banking sector. That is
because banks are focusing on these
smaller companies, rather than going after
big companies that are increasingly turn-
ing to other funding sources, such as issu-
ance of equities and bonds. Increased lend-

ing to small busi-
nesses, in turn, is
helping spread eco-
nomic expansion to
regional cities and
towns, beyond busi-
ness centers in To-
kyo and Osaka
where the economy
has been doing well.
The central bank’s
quarterly survey of
regional economies
showed improve-
ments in all of Ja-
pan’s nine regions

in January for the first time since the sur-
vey was started a year ago.

Taking advantage of regional banks’
improved health are new companies such
as Yasuragi Co., a real-estate firm spe-
cializing in remodeling and selling exist-
ing houses. The company, 50 miles north
of Tokyo, more than doubled its sales and
earnings over the past two years and
boosted its number of employees.

Yasuragi uses loans provided by re-
gionalbanks, includingMusashino, topur-
chase foreclosed houses and put them
back on the market after refurbishing
them.This typeof businessbecame practi-

cal only after bureaucratic red tape was
liftedand consumersbecame moreaccept-
ing of remodeled houses, a change from
their traditional fixation on new houses.

Even more critical for Yasuragi’s suc-
cess was a change in the banks’ attitude.
When it entered the remodeling business
six years ago, few banks were willing to
lend to a small real-estate company. So
Tadao Suda, Yasuragi’s president, hired
seven people to persuade banks to lend.
“They visitedpractically every bank in Ja-
pan, 700 to 800 of them, everything from
the Mitsubishis to credit unions,” Mr.
Suda says. Still, it was tough to secure
loans until about two years ago.

Now the company borrows from 60 to 70
banks.Thanks inparttocompetitionamong
banks, the average interest rate on its loans
has dropped to 2% from as high as 7%. And
Yasuragi now sells thousands of lower-
priced houses each year, many of them to
young families seeking starter homes.

“They now have more parking space
and more room in their homes, so they
may buy more cars and furniture,” says
Mr. Suda. “I guess, in this way, the whole
economy gets a boost.”

In neighboring Saitama prefecture, Mr.
Koyama was busy recently putting to-
gether new loan products. As big Tokyo
banks try to muscle into lending to small
companies in regional cities, smaller
banks are under pressure to lower interest
ratesanddevelop innovative loanproducts.

The Bushes Pay $187,768 in Federal Taxes

POLITICS & ECONOMICS

Dan-el Padilla at the Bushwick Family shelter in Brooklyn, N.Y., in 1994.

Kazuya Koyama

WASHINGTON—President and
Mrs. Bush paid $187,768 in federal
taxes on taxable income of $618,694
for 2005, the White House said,
while Vice President and Mrs.
Cheney paid about $529,636 on tax-
able income of $1,961,157.

The Bushes’ income includes his
salary as president—about
$400,000—as well as investment in-
come from trusts that hold their as-
sets. The first couple contributed about
$75,500 to churches and charitable or-
ganizations in 2005, including Red
Cross and Salvation Army hurricane-
relief funds, Catholic Charities in New
Orleans, the Mississippi Food Network
and a Pakistan earthquake relief fund.

Mr. and Mrs. Cheney made charita-
ble contributions of about $6.9 million
from exercising various stock options
that they set aside for gifts in 2001, as
well as from Mrs. Cheney’s royalties
from several books. Because substan-
tial tax was withheld in the stock trans-
actions, Mr. and Mrs. Cheney wrote a
$2.3 million check in December to max-
imize the benefit to the charities in
2005. That entitled the Cheneys to a
refund of about $1.9 million on their
return. The recipients they designated
in 2001 are a cardiothoracic institute
affiliated with George Washington Uni-
versity; the University of Wyoming
Foundation; and an educational fund
for low-income high-school students in
the Washington area.

China Move Is Unlikely to Boost Yuan
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Bouncing Back
Total amount loaned by Japanese banks, 
year-to-year percentage change

Source: Bank of Japan
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By DAVID ARMSTRONG

COLUMBUS, Ohio—Addressing doc-
tors, medical residents and students at
Ohio State University Medical Center in
September, Zane Brown advocated a big
change in prenatal care: testing all preg-
nant women for genital herpes.

Widespread testing would reduce her-
pes infection in newborns, said Dr.
Brown, an obstetrician at the University
of Washington medical school.

It also would probably lead to a rise in
the use of herpes
drugs by pregnant
women. That would
be a boost to Glaxo-
SmithKline PLC,
which sells the top-
selling herpes drug—
and which paid for
Dr. Brown’s lec-
ture.

Advocates of
screening point to a
stark reality: Ba-
bies born to a
woman whose her-
pes infection is ac-

tive can end up blind or with cerebral
palsy, and some die. An estimated one-
quarter of pregnant women in the U.S.
carry the herpes virus in their bodies.

Yet only a small fraction of these
women are at any risk of passing the
virus to their babies. It’s not clear
whether treating infected women with
herpes drugs would reduce this number.
Meanwhile, most pregnant women who

have the virus don’t even know it. And
they aren’t routinely tested to find out.

Federal health agencies that have
studied the possibility of universal
screening of pregnant women for genital
herpes have come down against it. So
has the American College of Obstetri-
cians and Gynecologists. Opponents see
little benefit but potential risks if large
numbers of women tested positive and
began taking herpes drugs. Their side
effects can range from allergic reactions
to a hypertension.

Glaxo says it doesn’t market its her-
pes drug, called Valtrex, in any way for
pregnant women. The company couldn’t
promote the drug to prevent neonatal her-
pes in any case, because the Food and
Drug Administration hasn’t approved it
for that purpose.

Doctors, however, aren’t restricted in
how they use an approved drug, nor in
what they can say about it in talks to
other medical professionals. And cur-

Please Turn to Page A12, Column 1

By JANE ZHANG

If cheese mixed with emulsifiers and
other stuff is called “pasteurized process
cheese food,” what do you call a fish
paste made to look like crab meat?

Until now, the Food and Drug Admin-
istration has required that the product,
known as surimi, be labeled “imitation
crab.” But after a dozen years of lobby-
ing, the seafood industry has succeeded
in getting permission to drop that unap-
pealing description. Instead, it may now
use a new, long-winded label: “Crab-fla-
vored seafood, made with surimi, a fully
cooked fish protein.” The phrase can be
adapted for surimi made to resemble lob-
ster, scallops, shrimp and other seafood,
as well.

The industry hopes the new label
will help increase sales of an odd prod-
uct that caught on in the boom for eth-
nic food but which has had flat sales for
the past decade. “The word ‘imitation’
is not as annoying as ‘fake,’ but we
shudder when we hear the word,” says
John van Amerongen, a spokesman for
Trident Seafoods Corp., in Seattle,
which sells the Louis Kemp brand of
refrigerated and frozen surimi. “Hope-
fully, people who were turned off by the
word ‘imitation’ will take another look
and give it a try.” Louis Kemp adds
flavor and color to surimi and sells it as
Crab and Lobster Delights. Trident also
sells the product as Sea Legs.

The surimi name-change shows how
even tiny, arcane regulatory changes

can have ripple effects on consumers,
industries, towns and fishermen. In lit-
tle Motley, Minn., for example, some
residents are hoping that demand for
surimi will rise enough to boost employ-
ment at the town’s surimi-processing
plant, already the nation’s biggest, em-
ploying 275 people. Some fishermen who
catch crabs, lobsters and shrimp worry
that they’ll be hurt because consumers
buying surimi may think they’re getting
the real thing.

The new label applies to products
sold in grocery stores, not to food sold
at salad bars, delis and restaurants. To
fit the 11-word statement onto retail
packages, companies may end up using
large type for “crab-flavored seafood”
and much smaller type for the rest,
says Stacey Viera, spokeswoman for Na-
tional Fisheries Institute, the McLean,
Va., seafood-industry group that peti-
tioned the FDA for the change. The
FDA says the letters should all be the
same size.

The FDA had required that surimi
products be labeled “imitation” seafood
after the fish paste was first introduced
in the U.S. in the late 1970s.

Throughout much of the world, the
fish paste is called by its Japanese
name, which is pronounced soo-ree-mee
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Drug Firm’s Cash Sways Debate

Over Test for Pregnant Women

Glaxo Funds Lectures Urging

Herpes Screening—an Idea

Widely Rejected by Experts

At Issue: Virus’s Risk to Infants

How Immigration
Upended Dreams
Of an Entrepreneur

Mr. Hairston’s Stucco Workers

Quit to Become His Rivals;

Illegals Drive Prices Down

A Wife’s Political Riposte

The long-awaited consolidation of the
airline industry is heating up, with UAL
Corp. and Continental Airlines Inc. hold-
ing talks on a possible merger and an-

other carrier emerging as the target of
an unsolicited takeover offer.

UAL, parent of United Airlines, and
Continental have been engaged in explor-
atory talks on a business combination for
several months, but the discussions have
taken on new urgency since US Airways
Group Inc. made a hostile bid for Delta
Air Lines Inc. four weeks ago, according
to people familiar with the matter.

Among the industry’s smaller play-
ers, AirTran Holdings Inc. is poised to
launch an offer for Midwest Air Group
Inc., say people familiar with the plan,
signaling that consolidation pressure has
extended beyond the industry’s behe-
moths.

Airlines outside the U.S. also are at-
tracting more takeover interest. Austra-
lia’s Qantas Airways Ltd. last night re-

jected a takeover bid of roughly $8.6 bil-
lion from a group of investors that in-
cludes private-equity firm Texas Pacific
Group and Macquarie Bank Ltd. of Aus-
tralia. (See related article on page C4.)

The consolidation frenzy comes as the
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What’s in a Name:

Crabless Crab Legs

No Longer Imitation
i i i

FDA Approves New Label

For Surimi, a Fish Paste;

Lobstermen’s Lament

Sponsored Education 
Health-care firms such as drug and 
device makers are increasing funding 
for continuing medical education. 
Total contributions, in billions:

Source: Accreditation Council for Continuing
Medical Education
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By MIRIAM JORDAN

HILTON HEAD ISLAND, S.C.—About
five years ago, the journey of Starletta
and William Hairston from the under-
class to the upper class hit a roadblock.

Both were born to poor black South-
ern families. William, a stucco subcon-
tractor, built a thriving business beauti-
fying houses in the gated communities

on this resort is-
land, a magnet for
wealthy retirees
seeking a laid-back
lifestyle by the
sea. Starletta, a
former flight atten-
dant, won acco-
lades for her com-
munity activism.

Then Hilton
Head suddenly saw
a wave of illegal
immigrant workers
from Mexico. Mr.
Hairston, 54 years

old, initially hired the Hispanic newcom-
ers for his stucco business, helping it
flourish. But soon, some of those same
workers splintered off to form their own
businesses, undercutting Mr. Hairston
with lower bids to capture jobs. The
Hairstons’ net income plunged from
roughly $500,000 in 1997 to about $70,000
in 2005, according to the couple.

To stay afloat, the Hairstons remort-
gaged their house twice and sold a con-
dominium and a plot of land. Mr. Hair-
ston now hustles for jobs in Charlotte,
N.C., and beyond, looking for better op-
portunities. Meanwhile, Starletta Hair-
ston, 53, won election to the Beaufort
County Council, where she has joined a
wave of local officials around the coun-
try trying to pass new laws cracking
down on illegal immigrants.

Amid the debate over illegal immi-
gration, one of the most contentious
questions is whether unauthorized work-
ers from Mexico and other Latin Ameri-
can countries displace U.S. workers, es-
pecially low-wage workers in agricul-
ture, cleaning and construction.

The Hairstons’ saga shows that the
issue is not just about low-paid workers,
but also entrepre-
neurs who set out
to make their own
fortune. As an am-
bitious small-busi-
ness man, Mr.
Hairston helped
himself to undocu-
mented immigrant
labor and thrived
with it. But as
more immigrants
flocked to the area
and acquired
skills, some of
them harnessed
their own entrepreneurial drive and be-
came competitors.

Mr.Hairston gothis start in the plaster-
ing business in his native North Carolina.
His business took off in Atlanta in the late
1980s when construction in the city
boomed. Mr. Hairston married Starletta,
the daughter of a maid who raised eight
children alone, in 1985. The next year they
had a son, William III. The couple restored
a dilapidated boarding house in downtown
Atlanta and moved in.

By the mid-1990s, stucco jobs increas-
ingly took Mr. Hairston and his predomi-
nantly black crew from Atlanta to Hilton
Head Island. Mr. Hairston fell in love with
the moss-draped oak trees and inter-
coastal waterways inhabited by snowy
egrets. Golf andhotels had turned thearea
intoa resortmecca, and in themid-1990s, a
housing boom in the area allowed Beau-
fort County to boast the fastest growth and
lowest unemployment in the state. “There
was tons of work … and only a couple
stucco contractors in the whole area,” re-
calls Mr. Hairston, a tall, strong man who
sports a shaved head and a goatee. For
sometime, hecommuted fromAtlanta, liv-
ing in motels or houses that he rented for
himself and his employees. “He was a
good subcontractor,” says Ellis Smith,
owner of Sandcastle Constructors, a local
home builder for whom Mr. Hairston did
several stucco jobs.

Mr. Hairston eventually convinced
Starletta to leave Atlanta for Hilton Head.
Mrs. Hairston had just had the couple’s
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U AL AND CONTINENTAL
are holding talks on a possi-

ble merger and AirTran was
poised to launch an offer for Mid-
west Air as the long-awaited con-
solidation of the airline industry
heats up. Meanwhile, Australia’s
Qantas rejected an $8.6 billion
bid from a group that included
Texas Pacific and Macquarie.

(Articles in Column 5 and on Page C4)

i i i
n The Fed left rates at 5.25%,
saying inflation remains its prin-
cipal concern. The Dow industri-
als eased 12.90 points to 12315.58
and bonds rose. Oil fell to $61.02.
n GE is poised for a “solid and
low-risk 2007,” CEO Jeffrey Im-
melt said. But he forecast slower
growth in sales and earnings.

(Articles on Pages A3, C1, C6 and B2)

i i i
n Siemens said it found $556 mil-
lion in suspicious transactions
spanning seven years, as a cor-
ruption investigation widened.

(Article on Page A3)

i i i
n The Justice Department set
new limits on prosecutors in white-
collar investigations, revising
the Thompson Memo guidelines.

(Article on Page A6)

i i i
n The EU is set to greatly ex-
pand its campaign against indus-
trial pollutants with new curbs on
chemicals used in manufacturing.

(Article on Page A4)

i i i
n The U.S. trade deficit narrowed
8.4% in October on a drop in oil
prices, but the gap with China
grew 6.1% as imports swelled.

(Article on Page A2)

i i i
n A new tax bill promises relief
to taxpayers who exercised incen-
tive stock options and were hit
by the Alternative Minimum Tax.
n Google plans to let nonexecutive
employees sell vested stock op-
tions through an online auction.

(Articles on Pages A6 and C3)

i i i
n Goldman’s net surged 93% to
$3.15 billion as the firm capped
a record year with Wall Street’s
most profitable quarter ever.

(Article on Page C3)

i i i
n Nasdaq said it will consider its
$5.28 billion bid for London Stock
Exchange a success if a simple ma-
jority of shareholders approve it.

(Article on Page C4)

i i i
n UBS put clients in unsuitable
brokerage accounts that re-
sulted in them paying unneces-
sary fees, Eliot Spitzer alleged.

(Article on Page C3)

i i i
n Skilling was ordered to report
to prison, but the court signaled
that the Enron ex-president’s 24-
year sentence might be reduced.

(Article on Page A12)

i i i
n Samsung, LG.Philips and other
companies are being investi-
gated for alleged price-fixing in
the liquid-crystal-display market.

(Article on Page B2)

i i i
n Merck confirmed it is develop-
ing a heart drug in the same
category as a Pfizer compound
that sparked safety concerns.

(Article on Page D9)
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n BUSH PUT OFF announcing a tac-
tical shift as violence in Iraq surged.

On a day when 63 Shiite day labor-
ers were killed by suicide bombers in
a Baghdad square and five U.S. sol-
diers died, the White House said the
president won’t give a speech to out-
line changes in the war’s direction un-
til the new year. Aides said the delay
stemmed from answers Bush is still
seeking and desire to let Gates settle
in as defense chief, not any “sign of
trouble.” Critics, many Republicans,
find inaction inexplicable. (Page A8)

In addition to Baghdad bombings, at
least 59 Iraqis died in other attacks.
Fierce Mosul clashes killed an Asso-
ciated Press cameraman, 29th jour-
nalist this year. Four South African
security contractors were abducted.

i i i
n Gaza seethed after Palestinian gun-
men Monday killed a Fatah officer’s
three children. Meanwhile, Israel’s
high court ruled Palestinians can sue
in Israeli courts over damages done
by the Israeli army in the territories.
n Iran’s Ahmadinejad told his Holo-
caust-denier gathering, denounced by
Britain as “shocking beyond belief,”
that Israel will “soon be wiped out.”
n Hariri’s assassination was strongly
connected to 14 other attacks in Leb-
anon, according to the top U.N. inves-
tigator, who said Syria is cooperating.

i i i
n Karzai directly accused Pakistan of
supporting the Taliban after a suicide
bomber got into a south Afghanistan
governor’s compound and killed eight.

i i i
n Six Swift meat plants had to sus-
pend operations after raids by 1,000
federal agents hunting for illegal im-
migrants with stolen IDs. (Page A6)

i i i
n Democrat Rodriguez won a runoff
for a House seat from a Texas district
the Supreme Court had redrawn when
it ruled DeLay-led remapping biased.
n House Democrat leaders won’t let
Rep. Jefferson, re-elected on Satur-
day, return to the Ways and Means
panel until a graft probe is finished.
n Democrats chose Brookings econo-
mist Peter Orszag, a protégé of Trea-
sury ex-chief Rubin, to lead the Con-
gressional Budget Office. (Page A12)
n An energy revamp is sought by big
oil users like shippers and chemical
firms, including higher fuel efficiency
and more offshore drilling. (Page A8)
n Tax forms won’t reflect the exten-
sion of popular deductions like those
for state and local taxes because Con-
gress acted so sluggishly. (Page D2)

i i i
n A shoe scanner was approved for
airports, but initially only preferred
travelers will be able to escape the
unshod checkpoint shuffle. (Page B1)

i i i
n Prince Turki is resigning as Saudi
ambassador to the U.S. after just 15
months in the post amid speculation
he could be named foreign minister.

i i i
n A Belarus opposition leader ended
his 54-day hunger strike. In Russia,
police raided an opposition party led
by former chess champion Kasparov.

i i i
n China Communists expelled a Bei-
jing official fired in June for Olym-
pic graft. Separately, Hu’s son won
a lucrative airport-security contract.

i i i
n Early treatment beats waiting and
watching in localized prostate-cancer
cases, research in the AMA Journal
says, adding to long-running debate.
n Two studies of hospitals found gov-
ernment proficiency ratings are poor
predictors of lower death rates, and
disaster planning is still inadequate.

i i i
n The FDA warned Nestlé its Good
Start infant formula didn’t meet nu-
trient standards; the company called
it just a test discrepancy. (Page D10)

i i i
n Treasury appealed a court order for
paper money the blind can tell apart.

–Markets–
Stocks:NYSE comp. vol. 2,735,088,970
shares, Nasdaq vol. 1,924,132,973.
DJ industrials 12315.58, t –12.90;
Nasdaq composite 2431.60, t –11.26;
S&P 500 index 1411.56, t –1.48.
Bonds (4 p.m.):10-yr Treasury
s +6/32, yld 4.497%; 30-yr
Treasurys + 7/32, yld 4.612%.
Dollar:116.80 yen, –0.19; euro
$1.3280, +0.41 cent against the dollar.
Commodities:Oil futures $61.02 a
barrel, t –$0.20; Gold (Comex)
$627.00 per troy ounce, t –3.00;
DJ-AIG Commodity168.226, t –0.836.

UAL, Continental Discuss Merger

As AirTran Presses Bid for Midwest

—Online Today—
WSJ.com/OnlineToday

i i i

Business and Finance

i i i

World-Wide

Act One: Siblings may not
support you like your parents
did, but for people in their

twenties, they can be a great source
of advice, connections and shelter.

i i i
n Stock Watch: Patent worries are
pressuring Eli Lilly’s pipeline. Bull-
ish and bearish analysts debate.

i i i
n Work Therapy: Anxiety in job inter-
views can be overwhelming. Read
about steps to calm the jitters.

William Hairston
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second son, Skylor, when she arrived in
1993. In Hilton Head, the Hairstons were
far from their roots. They rented houses in
tony gated communities. Typically the
only black family, the couple says they en-
dured complaints from white neighbors
who didn’t like seeing company trucks
parked in the driveway or their son’s plas-
tic playhouse in the yard.

Mr. Hairston’s business thrived. He
says there was more work than he could
keep up with, and a dearth of locals willing
to do the heavy lifting required of stucco
work: mixing and lugging buckets of ce-
ment, forexample. “Itwas hard to findpeo-
ple willing to work sunrise to sunset,” says
Mr. Hairston.Many people,headded, only
“worked long enough to keep their trailer
lights on.”

Latin American immigrants were
just starting to trickle into the area, as
word spread that jobs in construction
and hospitality were plentiful. Immi-
grants were increasingly bypassing tra-
ditional gateways, like California and
Texas, to seek work in the Southeast.

So Mr. Hairston, who until then had
mostly relied on black labor, hired a hand-
ful of Mexicans. He says they were dili-
gent and eager to learn. They were “pre-
pared to acquire basic knowledge and not
afraid to try” new work, says Mr. Hair-
ston. When he needed more hands, his
Mexican workers sent for their relatives
back home and elsewhere in the U.S. Mr.
Hairston says they presented Social Secu-
rity numbers, and he in turn paid taxes
and workers’ compensation although he
acknowledges some of them had probably
entered the U.S. illegally.

In 1997 the stucco business made
$971,000,according to theHairstons’ taxre-
turn. To handle his blossoming business,
Mr. Hairston rented a large office with
four rooms, two restrooms and warehouse
space behind it. He bought a condominium
and a plot of land as investments. Flush
with success, the Hairstons broke ground
on a 7,600-square-foot, three-story house
with an ornate gold-and-black gate, a
cherub fountain in the front and a large
swimming pool in the back.

As Hilton Head prospered, more and
more Mexican immigrants flocked there.
From 1% of the population in 1995, Latinos
accounted for 11% of Hilton Head’s 34,000
residents in 2000, according to census fig-
ures.Officialspeg thecurrent Latinopopu-
lation at about 15%.

One immigrant who prospered was Fi-
del Serrano.

After eking out a living as a baker at a
doughnut shop in Houston for five years,
Mr. Serrano moved to Hilton Head Island
in 1994, joining two brothers who had re-
cently settled there. “There was plenty of
workand lifewascalmerhere for thekids,”
recallsMr.Serrano,anativeofMexico.Mr.
Serrano, his wife, two sons and two broth-
ers rented a rundown two-room trailer, for
which they collectively paid $600 a month.

Mr. Serrano began to work in stucco,

perfecting his skills as an employee of Mr.
Hairston’s Pro Plastering & Stucco. He
says he earned $8 to $10 an hour during the
two-and-a-half years he worked for Mr.
Hairston. In thebeginning,Mr.Serrano re-
calls, Mr. Hairston still employed several
blackworkers. But gradually Mr. Hairston
came to rely more on Mr. Serrano and
other Mexican immigrants. “We showed
up for work every day and we were dedi-
cated,” Mr. Serrano recalls.

On His Own
Around 2000, Mr. Serrano struck out on

his own, working as a subcontractor to Mr.
Hairston. He supplied Mr. Hairston with
crews for several jobs. “I was able to train
the workers,” who were all Spanish speak-
ers, he recalls. Mr. Hairston typically paid
him about 25% of the value of the contract
for the job, he says. Mr. Serrano says that
he pays taxes on all his workers, as well as
workman’s compensation.

Mr. Hairston says that for a while it
didn’t bother him that some of his Latino

workers, like the Serranos, struck out on
their own.“Inever thought Iwould becom-
peting against them,” he says. But he felt
particularly stung when he encountered
one of his workers—who had asked for two
weeks off—working on an $80,000 job on a
high-end house that Mr. Hairston’s com-
pany had bid for.

Mr. Hairston’s business gradually be-
gan to unravel. Mr. Hairston “would bid
and another guy who used to work for him
would bid on the same job,” recalls Greg
Goldberg, another builder, who is cur-
rently president of the local home build-
ers’ association. Mr. Goldberg himself
says he hired some of Mr. Hairston’s
former workers.

Mr. Hairston says that he never knew
by how much he was undercut because
the bidding process in construction isn’t
open. Builders often approach two or
three subcontractors and invite them to
make an estimate for a project. The build-
ers rarely reveal the value of the winning
bid to the losing parties.

Mr. Hairston says that he found him-
self losing bid after bid. Longtime cus-
tomers didn’t want him, he says—a fact
the contractors confirm. “We get happy
with a subcontractor that does good
work and we’ll use him all the time,”
says Mr. Smith of Sandcastle Construc-
tors. Currently, he employs Premium
Stucco, owned by Fidel Serrano, Mr.
Hairston’s former employee. “They do
an excellent job,’” he says, noting that
they are working on a $2 million house

that his company is building.
Mr. Serrano received his green card

last year and bought a three-bedroom
house. Most of his jobs are in luxurious
gated communities, some of the same ones
where Mr. Hairston thrived a decade ago.
“Work is the only thing you can do to better
yourself,”Mr.Serranosays.“Wearen’t ex-
pecting the government or anyone to sup-
port us.” He says that Mr. Hairston does
good work and declines to comment about
his former boss’s financial difficulties.

In addition to facing competition from
former workers, Mr. Hairston says he also
facedcompetition fromsubcontractorshir-
ing illegal immigrants and paying them
under the table. Mr. Hairston says that
while he hired undocumented workers he
paidpayroll taxesandworkman’s compen-
sation for them which added about 20% to
his labor costs.

Other subcontractors agree they are be-
ing undercut by competitors who hire ille-
gal immigrantsoff thebooks.DannyMiller,
who runs a stucco business called Two
Brothers, says that “on a weekly” basis, his
company loses bids for jobs to contractors
who hire illegal immigrants. “That pretty
much explains it all,” says Mr. Miller.

At Sea Island Supply, owner Ron Sand-
lin remembers when mainly blacks and
whites came in to buy brick, stucco and
masonry materials. Now, his clientele is
85% Hispanic. He and his staff are taking
Spanish lessons at a local college.

ThoughconstructioninHiltonHeadcon-
tinuedtoboom,Mr.Hairstonclosedhisbusi-
ness office in 2002. He began to seek jobs in
other markets. By 2003, revenue from Mr.
Hairston’s stucco business had fallen to
$182,000 from $971,000 six years earlier.

As their fortunes were souring, Mrs.
Hairston, a Republican who had be-
come involved in community activities,
decided to run for a seat on the 11-mem-
ber County Council of Beaufort County.
Her long hair usually adorned with a
headband, she campaigned on improv-
ing conditions in impoverished areas. In
a runoff, she defeated her white male
Republican opponent by 50 votes and
took office in January 2003.

Political Inspiration
Shortly after taking office, Mrs. Hair-

ston requested a meetingwith HiltonHead
Mayor Tom Peeples, himself a residential
developer. “William didn’t understand
why he couldn’t win any bids. I thought,
‘Let’s find out what we can do,’ ” recalls
Mrs. Hairston. “We went in there to say we
were willing to work with him,” says Mr.
Hairston. Mr. Peeples told them that it was
aboutwhocouldgive himthebestprice,ac-
cording to the couple.

Mr. Peeples didn’t reply to several
messages left at his business office and
voice mail.

Gradually, Mrs. Hairston found a new
political inspiration: the immigration is-
sue. “I saw inequities,” she says, adding
she also felt illegal immigrant workers
were being exploited. Others see her moti-

vation differently: “Starletta got bitter be-
cause of her husband’s business,” says
Juan Campos, a Hilton Head restaurateur
and Latino activist. Mrs. Hairston says
she isn’t motivated by her husband’s
plight, noting that Mr. Hairston no longer
does business in the area.

In September, Mrs. Hairston presented
a draft of an “illegal immigration relief or-
dinance” to the County Council. Under the
ordinance, companies that knowingly hire
undocumented laborers could have their
business licenses revoked. The ordinance
would require that all businesses volun-
teer to participate in a federal government
pilot program that verifies whether a So-
cial Security number matches an individu-
al’s name. It would bar illegal immigrants
from getting a business license.

If the ordinance passes, “costs for
yard service, green fees and house paint-

ing might escalate marginally for a
while,” Mrs. Hairston says, but “we will
hold the moral and ethical high ground.”

Loud Opposition
The County Council voted overwhelm-

ingly to move the proposal forward in the
first and second readings. But after loud
opposition from Hispanic residents and
many employers, the council instead ap-
proved on Monday a watered-down ver-
sion called “lawful employment ordi-
nance,” which is less controversial and
mainly reinforces existing federal and
county employment codes. The council is
to take its final vote on Dec. 27.

Whether the ordinance passes or not,
it’s not helping the Hairstons now. Star-
letta Hairston lost a Republican primary
in June and will go off the council next
year. William Hairston hasn’t bid on a
job in Beaufort County for at least two
years. Instead he flies to North Carolina
every week, where he says he uses a

native-born, mostly black crew.
Mr. Hairston remains in touch with

someof his old workers.A few months ago,
Paul Serrano, who with his brother Fidel
left to form a rival stucco company, ap-
proached Mr. Hairston to help him secure
agreencard which wouldput Paul Serrano
on the path to citizenship and allow him to
travel back and forth legally to Mexico to
visit his elderly mother who is ill.

Mr. Hairston agreed to fill out forms
attesting to his former employee’s busi-
ness skills and good character. He says
he did it as an act of compassion but
acknowledges the larger irony.

“He’s my competition and I just
signed papers to get him legal,” says Mr.
Hairston. “I’m making it possible for him
to live the American dream.”

Continued From First Page

1
Question of the Day: What is
the net effect of illegal immigra-
tion on the U.S. economy? Visit

WSJ.com/Question to vote.

William Hairston’s

stucco business

gradually began to

unravel.
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