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Riveting glimpse
of oligarchs’ world

One of the lawyers recently described
the case as the largest private lawsuit in
the world. But beyond its sheer scale, it
is also proving a riveting window into
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Sheer scale of corruption
startles even Russians
inured to tales of greed

BY SARAH LYALL

In one corner sits Oligarch No. 1, Boris
A. Berezovsky, beefy, pugnacious, litigi-
ous, voluble, hell-bent on revenge. In
the other sits his erstwhile associate
and current arch-enemy, Oligarch No. 2,
Roman A. Abramovich, trim, reserved,
terse, angry, extremely rich and ex-
tremely unhappy about being here.

The two men, who banded together to
help plunder the spoils of post-Soviet
Russia in the 1990s before spectacularly
falling out, have been fighting an epic le-
gal battle here in the High Court of
Justice for the past month. Mr.
Berezovsky, 65, claims that Mr. Ab-
ramovich owes him some $5.8 billion;
Mr. Abramovich, 44, says he owes Mr.
Berezovksy nothing at all.

ANDREW WINNING/REUTERS

Boris A. Berezovsky fled Russia in 2001
after running afoul of Vladimir V. Putin.

the inner workings of a singular period
in Russian history, when men of untold
wealth and connections capitalized on
rampant lawlessness and corruption to
commandeer industries, neutralize en-
emies and fix elections.

In their testimony, and in hundreds of
pages of court papers, the two men are
exposing the secrets of that time — the
sub rosa meetings, the millions of dol-
lars thrown around like so much petty
change, the extortion, the bribery, the
sweetheart deals with corrupt govern-
ments. And although much has been
written about oligarchs’ seamy rise to
riches, this is the first time so much has
been revealed by the men themselves

so matter-of-factly.
Even in a cynical and virtually un-
shockable Russia, some people are
shocked. Novaya Gazeta, an opposition
newspaper, recently called the trial the
“Russian Assange,” in a reference to
the WikiLeaks disclosures.
By 1994, when the two men met while
cruising the Caribbean in a private
yacht, Mr. Berezovksy had felicitously
moved on from his earlier job as an aca-
demic to become the owner of Russia’s
largest car dealership and an intimate
of Boris N. Yeltsin, the Russian presi-
dent. He and Mr. Abramovich, a former
soldier and toy-duck importer who
branched out into the oil business, de-
cided to pool their resources in an auda-
cious deal.
With Mr. Abramovich contributing
business acumen and cash, Mr.
Berezovsky would use his influence to
persuade the government to privatize
two Siberian oil holdings and then se]] 3

CARL COURT/AFP

Roman A. Abramovich says he handed
over huge sums to Mr. Berezovksy.

As revolt splint

Egyptian voters grow skeptical

CAIRO

stake in the new business, Sibneft, to
him, Mr. Abramovich and the richest
man in Georgia, Arkady Pa-
tarkatsishvili.
The deal would also help Mr.
Berezovksy raise money (from Mr. Ab-
ramovich) to prop up his media com-
pany, ORT, which would in turn prop up
Mr. Yeltsin’s political career.
Mr. Berezovsky says the deal meant
that he owned part of Sibneft and that
MTr. Abramovich later bullied and black-
mailed him into selling his stake for a
mere $1.3 billion — only to turn around
OLIGARCHS, PAGE 16

ers into factions,

The official campaign for Egypt’s first
parliamentary elections since President
Hosni Mubarak was toppled last Febru-

BY NEIL MACFARQUHAR

At the rally kicking off his campaign for

Parliament, Basem Kamel, a core me

ber of the youthful council that helped
spur the end of the Mubarak regime,
wrestled with his stump speech calling

for civilian rule.
‘“We don’t want to return to the Isl

of the Middle Ages,”’ said Mr. Kamel, his
shaved head and white suit setting him
apart in Sharabiyya, a drab, impover-
ished northern Cairo neighborhood in

his campaign district. *‘I don’t want

Islam that preaches ‘I am right and

everyone else is an infidel."”’

ary has started slowly, coinciding with a
weeklong break marking the year’s
main Muslim holiday.
But the campaign’s contours have
been known for months, namely how a
group of upstart, mostly liberal parties
will challenge the well-organized jugger-
naut of the Muslim Brotherhood, as well
as remnants of the old regime’s political
machine. The question shadowing the
election is whether a robust enough Par-
liament will emerge to fulfill an elusive
goal of the revolution: challenging the
military's 60-year grip on power.
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Rome shudders
over uncertain
political future

| cons

ROME

BY RACHEL DONADIO

AND ELISABETTA POVOLEDO 7%

Italy was engulfed in political chaos
Wednesday that pushed the euro to its
biggest test yet: Whether the Conti-
nent’s third-largest economy will go the
way of Greece or the way of Germany.
With borrowing rates now soaring to
more than 7.4 percent, levels at which
other euro zone countries sought bail-
outs, Italian lawmakers were frantically
negotiating a way forward, while Euro-
pean leaders scrambled to forge a
backup plan for a country too big to bail

Hamstrung by debt

Italy’s borrowing costs have surpassed
7 percent, a level many analysts

10-year government bond yields
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BY GRAHAM BOWLEY

A day after Prime Minister Silvio Ber-
lusconi offered to resign, international
investors revolted Wednesday, driving
down stock and bond markets around
the world on skepticism that even a new
leadership atop Italy could help
Europe’s most debt-beleaguered nation
fix its finances and revive its economy.
Italy’s cost of borrowing money
| soared, with its government bonds for
| the first time rising above a key
threshold of 7 percent — a level at which
| Greece, Italy and Portugal sought inter-
national bailouts.
The difference this time is that Italy,
‘| the euro zone’s third-largest economy,
| after Germany and France, and
| staggered by much more debt, operates
on a vaster scale than those other smal-
| ler European countries. Many analysts

ider unsustainable.

out. 0
The uncertainty over the timing of

Mr. Berlusconi’s departure — and ques-

tions over what would follow — kept | . |

| | ] | | | I |
: i p 3
A0 LR N S Y | question whether Europe or the inter-
national community has enough re-

rce: Bloomberg
sources to prop up Italy. If the country

Italy in the crosshairs of investors on
Wednesday, and pushed President
Giorgio Napolitano to issue a statement
saying there was no doubt that the
prime minister would resign as an-
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was set, but gave no names. PAGE 4

cannot start paying off its €1.9 trillion, or
nearly $2.6 trillion, in government debt,
banks and other creditors that hold
Italian bonds could find themselves in-
fected by a financial contagion that

ID MORE WRANGLING, GREECE DRIFTS
aring his exit, the Greek prime
nister said an interim government

nounced and that the Italian Parliament

would approve austerity measures.
Indeed, the country’s fate appeared in

the hands not only of markets, but also
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EGYPT, PAGE 5

ITALY, PAGE 4

Behind the battle to save the eurois a
struggle over power and influence

| could spread to other economies.
“This is a new phase of the crisis,”
said Nicolas Véron, a senior fellow at
Bruegel, a research organization in

PPORT FOR EURO RISKS DIVIDING E.U.

thin the European Union. PAGE 4
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ARNE DEDERT/EUROPEAN PRESSPHOTO AGENCY

The main German stock index plunged Wednesdav. as did stocks and bonds around the world. The stocks of European banks that hold large amonnts of Ttalian debt fell.

Global stocks slide on worries over euro

Brussels. “This is uncharted territory.”

The sharp market moves sent shud-
ders across Europe, which has long
feared a moment when its markets
might finally seize up the way they did
after Lehman Brothers collapsed in the
United States in 2008. That moment may
not yet have arrived, but many investors
seem to be bracing for the worst.

In a sign of European officials’ mount-
ing concern, a delegation from the Euro-
pean Commission arrived in Rome on
Wednesday to check on the country’s
plans for overhauling its economy. That
visit came only days after the Interna-
tional Monetary Fund, a world lender of
last resort, also said it would monitor
Italy’s progress — a rare intrusion for
an economy the size of Italy’s.

Greece, meanwhile, remained in its
own political turmoil, unable tocome to a
resolution on who should lead that coun-
try as it, too, attempts to implement the
reforms demanded by its bailout backers
in the European Union and the I.M.F.

As if to underscore that point, Chan-
cellor Angela Merkel of Germany
pleaded for a game changer, calling for

the European Union to rewrite the
ground rules of unification.

Italian bond yields shot up to a new re-
cord of 7.48 percent, a level Italy’s debt
had never before reached since it joined
the euro currency union. One of Europe’s

big clearing houses, where traders settle
MARKETS, PAGE 17

BUSINESS
Solar-panel battle heats up

The prospect of a trade war between the

United States and China looms grea
after U.S. Commerce Department
officials said they would investigate

claims by solar energy companies that

their Chinese competitors are sellin
equipment for less than cost. PAGE 1

E.U. will bolster online privacy

Changes planned for the European
Union’s privacy laws could require

companies like Google and Facebook to
abide by the Continent’s stricter rules on
data collection or face fines. Facebook
has already faced requests in Europe to

audit its data gathering. PAGE 15
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Penn State coach sets departure
Joe Paterno announced that he planned

to retire at the end of the football
season, but it remained unclear

whether Penn State would allow him to
coach that long in the wake of a sexual

abuse scandal. PAGE 13

Russia races to fix spacecraft

orbit Wednesday after an equipment
failure, raising fears. PAGE 3
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Dissent in Britain Students, taxi drivers and electricians like this one in London
staged protests Wednesday ahead of a strike Nov. 30 by public-sector workers. PAGE 3

A Russian space probe became stuck in

| INTHIS ISSUE

| VIEWS

Thomas L. Friedman

India and the United States are going
through remarkably similar bouts of
introspection. Both countries are
witnessing grass-roots movements
against corruption and excess. PAGE 9

To stop Iran, lean on China

| As Iran nears the nuclear weapons
% | threshold, the best way to stop it may

& & | be by punishing the Chinese companies
that supply Tehran and enable its
progress, writes Ilan I. Berman. PAGE 8

MATT DUNHAM/THE ASSOCIATED PRESS

Iran sanctions face hurdles
A tougher stand against Iran faces
economic hurdles and opposition from
Russia and probably China. PAGE 6

CURRENCIES NEW YORK, WEDNESDAY 1:30PM

ONLINE

' Helping people beyond pain |
KB Donna Ferrato started chronicling
sexual adventurers on the edge of
eroticism. But she was jolted into action
by domestic violence, and spent the

| relationships. lens.blogs.nytimes.com

| STOCK INDEXES WEDNESDAY

1980s living with and photographing
victims and abusers, culminating in the
book ‘‘Living With the Enemy.”” Now
she is beginning a campaign to
encourage women to leave abusive
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The Greek prime minister, George Papandreou, captured on a TV monitor before meeting with the nation’s president, Karolos Papoulias, in Athens on Wednesday.

Amid political wrangling, Greece drifts

ATHENS

Near exit, Papandreou
says interim government
set, but gives no names

BY NIKI KITSANTONIS

Prime Minister George A. Papandreou
went on national television on Wednes-
day evening to announce that a new in-
terim government had been formed.
But he did not name his successor, and
no announcement came after a meeting
with the president in which Mr.
Papandreou was to resign.

Instead, the president’s office an-
nounced that the meeting, which in-
cluded the opposition leader Antonis
Samaris, would resume on Thursday
morning, further lengthening the coun-
try’s political paralysis in the face of
enormous financial challenges.

After months of domestic protests
and increasing pressure from the Euro-
pean Union, Mr. Papandreou agreed on
Sunday to step down once political ne-
gotiators had established a unity gov-
ernment. But the talks have been beset

by nearly constant reverses.

The choice for interim prime minister
is difficult since that figure is certain to
suffer political damage from the tough
and thankless work that will be involved
in running the interim administration.
The conservative opposition, which has
hasits eye on early elections, is trying to
avoid the taint of inflicting more auster-
ity on the country.

In Mr. Papandreou’s speech, given
ahead of the meeting with President Ka-
rolos Papoulias, he promised that the
country’s new government would sig-
nal the ‘“‘beginning of a new political
mentality, a new political culture.”

But the meeting between the two men
and Mr. Samaras appeared to perpetu-
ate the crippling stalemate. Another
political leader, who also had gone to the
president’s residence, was forced to
wait in a separate room and left in a huff,
visibly exasperated,

“It is a great shame that at such crit-
ical times the leaders of the two main
parties are playing tactical games and
undermining the president and all he
represents;”’ that leader, Giorgos Kar-
atzaferis, said outside the president’s
residence.

On Wednesday, Greek media report-

ed that a large number of parliamentar-
ians from the governing Socialist party,
Pasok, were vehemently opposed to the
apparent choice for prime minister of
the Parliament speaker, Filippos Petsal-
nikos, a close friend of Mr.
Papandreou’s and a party stalwart.
Many outlets reported that the conser-
vative opposition New Democracy
party would be satisfied for virtually
any Pasok official to take the role of in-
terim premier.

Mr. Papandreou’s speech appeared
disconnected from the rocky political
situation. “Today we leave aside our dif-
ferences,” he said, heralding ‘‘acommon
effort to ensure the country moves for-
ward, not only to remain part of the euro
zone but also to emerge from the crisis.”

He said the interim government would
make the necessary efforts to ‘‘justify
the sacrifices made by the Greek people
over the past two years,” referring to a
raft of wage and pension cuts as well as
hefty tax increases. The chief goals
would be to secure crucial rescue financ-
ing for the country and continue talks
with foreign creditors, he said.

Some interpreted the tone of his
speech as signaling his departure not
only from Greek politics but from the

Rome shudders over uncertain future

ITALY, FROM PAGE 1

of Mr. Napolitano, an 86-year-old former
Communist who must exercise moral
suasion on a government better known
for its sex scandals than its economic
policies.

In a statement on Wednesday, the
president said that, following Mr. Ber-
lusconi’s resignation, he would either
form a new government quickly or take
the necessary steps to go to early elec-
tions, adding that in any case ‘‘emer-
gency measures’’ could be adopted ‘‘at
any time,” so there was no risk of pro-
longed political instability in Italy.

While Mr. Berlusconi has said he
wants new elections, momentum ap-
peared to be building on Wednesday for
a government guided by a respected
non-politician. On Wednesday evening,
Mr. Napolitano named Mario Monti, a
former European commissioner and the
most widely discussed candidate to
guide such a government, a senator for
life, a move that elevated Mr. Monti’s
name in the spotlight.

The marketplace jitters also spurred
Italy’s deadlocked Parliament, which
moved with uncharacteristic urgency,
agreeing to start discussion of the mea-
sures on Wednesday, with the aim of
adopting them as early as the weekend,
several lawmakers said.

But concerns remained that the mea-
sures, whose contents were officially
presented by Giulio Tremonti, the fi-
nance minister, might not live up to the
stringent demands of the financial mar-
kets.

A letter to Mr. Tremonti sent last
week by Olli Rehn, European commis-
sioner for economic and monetary af-
fairs, had expressed doubts that the
measures would ‘‘ensure the achieve-
ment of a balanced budget in 2013.”

Attached to the letter was a 39-point
questionnaire asking for detailed expos-
itions of how Italy intended to maintain
its promises, a survey whose compre-
hensiveness exposed the vagaries of ini-
tial Italian pledges to the European au-
thorities.

““Could the government spell out in
detail its plans on the sale of state-
owned assets?’’ was one question. ‘“Is
the government considering re-introdu-
cing the property tax on owner-occu-

pied dwellings?’’ was another, referring
to a tax that Mr. Berlusconi abolished.

The difficulties in proposing, let alone
enforcing, the measures stem from
deep divisions within the center-right
coalition, a patchwork of conflicting in-
terests.

In August, the European Central
Bank demanded structural changes in
exchange for buying Italian debt. Par-
liament pushed through some debt-cut-
ting measures, including cuts to local
government and tax hikes. But some ex-
perts said that Euroskeptic factions in
the Berlusconi government, most nota-
bly the Northern League, had never
taken the demands seriously.

“‘There is resistance to the notion of
being governed by the E.U., although
there is a general perception that with-
out the E.U. constraint Italy cannot be
reformed,” said Sergio Fabbrini, direc-
tor of the Luiss School of Government
and professor of political science and In-
ternational Relations in Rome.

A delegation from the European Com-
mission and the European Central Bank
began meeting with officials in Rome on
Wednesday to increase surveillance of
Italy’s reform program, days after the
International Monetary Fund said it
would monitor Italy’s progress.

The debt crisis has dovetailed not
only with the slow collapse of the Ber-
lusconi government, but also with the
end of a 17-year era in which Mr. Ber-
lusconi radically transformed — and
personalized — Italian politics, leaving
the country effectively unable to carry
out an orderly political transition that
might be normal in most other democra-
cies.

“This agony is long because it’s not
the end of a government but the end of a
system,”’ said Massimo Franco, a polit-
ical commentator for Corriere della Se-
ra. “‘And because the person in question
is one who doesn’t have a sense of the
state, someone who subordinates ev-
erything to his own personal survival.”

Political jockeying on Wednesday
suggested that the transition toward a
post-Berlusconi era will be bumpy, at
least in the short-run.

Most opposition parties, and some
members of Mr. Berlusconi’s party, are
averse to the polls. There are concerns

© MARIO DERENZIS/EPA
President Giorgio Napolitano said Parlia-
ment would approve austerity measures.

that the pressure on Italy cannot with-
stand a prolonged period of political in-
ertia during a campaign whose outcome
could spell more uncertainty.

The center-right coalition has proven
unwilling to enact reforms and the cen-
ter-left opposition is weak and divided,
including over economic policies.

Even as the center-left opposition
leader Pier Luigi Bersani insisted that
his Democratic Party would support a
unity government led by a non-politi-
cian ahead of early elections, others are
not convinced that his party is ready to
govern.

“The opposition is unprepared for
these elections,” said Roberto D’Ali-
monte, a professor of political science at
Rome’s LUI University. “They have to
make critical decisions in a hurry, but I
doubt they’ll be able to do it in time toin-
spire voters.” That, he predicted, would
result in ‘“‘very tense elections.”

country itself. ‘I never put my position
above the national good,’ Papandreou
said. ‘““For me, Greece is above every-
thing. Wherever I go, I will carry the
Greek flag in my heart.”

He added that he would do everything
he could to support the new prime min-
ister and the new government.

At one point, it had appeared that Lu-
cas Papademos, an economist, was on
the verge of being named to succeed Mr.
Papandreou. But the list of candidates
also included an array of senior figures,
among them Finance Minister Evan-
gelos Venizelos; Vassilis Skouris, presi-
dent of the European Court of Justice;
and the speaker, Mr. Petsalnikos.

Greece’s new administration has a
difficult road ahead. Its first job will be
to secure the next installment of aid,
which is needed by December, Greek of-
ficials say, or the country will be unable
to pay its bills.

But it must also secure approval of the
loan deal, which requires that Parlia-
ment adopt a new round of austerity
measures, including layoffs of govern-
ment workers. It also calls for perma-
nent foreign monitoring to ensure that
Greece delivers on promised structural
changes.

Support for euro
risks splitting E.U.

BRUSSELS

Britain and 9 others
outside the zone fear
exclusion from decisions

BY STEPHEN CASTLE

Behind the urgent battle to save Italy
and Greece from bankruptcy, another
struggle is simmering: over power and
influence in a European Union that risks
separating into two, one an inner core
that sets economic policy for the conti-

NEWS ANALYSIS

nent, and another that is forced to follow.

On Wednesday, Nick Clegg, the
deputy prime minister of Britain, which
is a prominent member of the European
Union but remains outside the euro,
urged the 17 nations that use the cur-
rency not to create ‘‘a club within a club”
as they integrate to save their currency.

His comments came just two days
after the 10 noneuro nations of the Euro-
pean Union convened discreetly over
dinner in a Brussels hotel while, down
the road, euro zone finance ministers
were grappling with the crisis in Greece.

The gathering of the ‘‘outs” was a
warning that those outside the currency
intend to fight for their interests as
Europe deals with the fallout from the
debt crisis.

The E.U. used to be based on the prin-
ciple that its members would integrate,
though that began to fragment with the
advent of the euro and the bloc’s pass-
port-free Schengen travel area, when
some nations opted out of one or both.
But the urgent need for euro zone na-
tions to give up more control of their fi-
nances to save their currency could
pose the biggest challenge yet.

Britain worries that, within an inte-
grated euro zone, France’s more statist
economic vision will gain ground be-
cause nations more oriented to free
markets — like Britain, Sweden, Den-
mark and Poland — will be excluded.

Worse, the 17 euro nations might
stitch up deals among themselves be-
fore the 27 E.U. members have even dis-
cussed issues that affect all members.

President Nicolas Sarkozy of France

fueled anxiety Tuesday when he said

| that the “‘two-speed’ model for Europe

was the only way forward, given the
prospect of more countries’ joining the
European Union.

“There are 27 of us,” he told French
students in Strasbourg, Reuters report-
ed. ““Clearly, down the line we will have
to include the Balkans. There will be 32,
33, 34 of us. No one thinks that federal-
ism, total integration, will be possible
with 33, 34 or 35 states,”

The president of the European Com-
mission, José Manuel Barroso, pleaded
for unity.

“‘A split Union will not work,” he said
in remarks prepared for delivery Wed-

nesday. ‘““That is true for a Union with
different parts engaged in contradicto-
ry objectives; a Union with an integrat-
ed core but a disengaged periphery; a
Union dominated by an unhealthy bal-
ance of power.”

But the ‘“‘outs’” are anxious. Jacek
Rostowski, finance minister of Poland,
which is outside the euro, praised deep-
er integration within the euro zone Tues-
day but also welcomed ‘‘any additional
actions that ensure that this deeper inte-
gration will not translate into opening a
gap between the 17 and the 10.”

Mr. Clegg, in his speech in Brussels,
seconded the point.

‘“/As the euro zone restructures,’ he
said, “we may need to consider safe-
guards. And decisions that affect the 27
must always be taken by the 27.”

Britain frets that an economic policy
more clearly influenced by France could
tilt the regulatory burden against Brit-
ain’s large financial sector.

Mr. Clegg highlighted his opposition to
plans, supported by Germany and
France, for a financial transaction tax in
Europe, arguing this would ‘“have a
massively disproportionate impact on
the City of London,” its financial district.

Britain is particularly concerned
about threats to the E.Us single mar-
ket, which seeks a level playing field for
trade within the bloc.

Yet the dinner meeting of the 10
‘“outs’’ on Monday — the second of its
type — suggests that the countries out-
side the euro zone are at least as divided
as those on the inside. With the excep-
tion of Britain and Denmark, which
have opt-outs, all are obliged to join the
single currency eventually.

Although many have suspended that
idea for now, several still hope to join
and are wary of identifying themselves
with Britain, which has ruled out euro
membership for the foreseeable future.

Nor is there automatic agreement on
policy, for example, on the financial

“We may need to consider
safeguards.”

transaction tax, where supporters and
opponents are drawn from both euro
and non-euro nations.

Poland holds the rotating presidency
of S hie)k- Eympa's SN a0 d M
Rostowski was included in one euro
zone teleconference this year only to be
barred from later gatherings after ob-
jections from France, said one diplomat
speaking on condition of anonymity.

Poland is nevertheless pressing for
observer status for non-euro members
at euro zone meetings. History suggests/
it is unlikely to succeed. When Gordah
Brown was chancellor of the Britis(l;i’x-
chequer, he fought for that right andlost
aslong ago as 1998.

The French finance minister at the
time, Dominique Strauss-Kahn, dis-
missed Mr. Brown’s plea, observing
that, in a marriage, one did not invite
strangers into the bedroom.

Murdoch heir faces inquiry for 2nd time

LONDON

BY SARAH LYALL
AND DON VAN NATTA JR.

James R. Murdoch may have embar-

| rassing questions to answer when he re-

Complicating matters is Italy’s elec- |

toral law, passed in 2005 and designed to
transform Italy’s multi-party parlia-
ment into a more governable two-party
American-style system. But it gave
party leaders not caucuses the power to
choose their candidate lists, preventing
voters from choosing who would repre-
sent them. Italy’s Constitutional Court
is now deciding whether or not to put
the law to areferendum.

The political stalemate comes at a
time of rising risk. Barclay’s bank on
Wednesday issued a note saying that
Italy ‘““may be beyond the point of no re-
turn.”

turns Thursday to testify before a parlia-
mentary committee investigating the
phone-hacking scandal that has en-
gulfed News Corp. Documents released
since his first round of testimony in July
cast doubt on his version of events, while
fresh disclosures have spilled out about
his company’s questionable practices.

Mr. Murdoch, the company’s deputy
chief operating officer and the younger
son of its chairman, Rupert Murdoch,
was adeft and deflecting witness on July
19, nimbly parrying lawmakers’ ques-
tions while maintaining essentially that
he had learned only recently how wide-
spread the hacking problem really was.
Now he will be faced with defending
himself against mounting evidence that
top executives at News International,
the company’s British newspaper arm,
knew a full three years ago that hacking
was pervasive at The News of the World,
the tabloid newspaper that the company
shut down days before James Murdoch’s
first appearance, and that the executives
had discussed it with him at the time.

“Obviously, there are things which
the committee wishes to raise with him,
particularly in relation to some of the
evidence we have received since he
testified,” said John Whittingdale, a
Conservative member of Parliament
who is chairman of the Select Commit-
tee on Culture, Media and Sport, which
is holding the hearing.

Mr. Murdoch will also be asked about
News International’s behavior after the
investigation into its hacking operation
intensified.

The company acknowledged this
week that over the past year and a half,
The News of the World had hired a
private investigator to conduct covert
surveillance of two lawyers who were
representing victims of phone hacking.

Recently released News of the World
documents, some of them obtained by
the parliamentary committee from
News International’s former lawyers,
Farrer & Co., show that on June 3, 2008,

alawyer warned company executives in
amemo that there was ‘‘a powerful case
that there is (or was) a culture of illegal
information access’ at the paper.

The lawyer, Michael Silverleaf, also
said there was ‘‘overwhelming evidence
of the involvement of a number of senior
journalists” in the newspaper’s attempts
to obtain information illegally about Gor-
don Taylor, the chief executive of the Pro-
fessional Footballers’ Association.

Mr. Silverleaf’s memo was written at a
time when top News International exec-
utives, including Mr. Murdoch, were
mulling over how to respond to Mr.
Taylor’s claim that his voice mail mes-
sages had been repeatedly hacked by
The News of the World. Mr. Silverleaf
counseled them to handle the case
privately. ‘“To have this paraded at a pub-
lic trial would, I imagine, be extremely
damaging’’ to the company, he said.

Even more potentially worrying for
Mr. Murdoch is the growing body of ev-
idence that other executives discussed

“Some of the evidence we have
received since he testified” will
be at issue, the head of a
parliamentary panel said.

newly discovered details of phone hack-
ing at the newspaper with him around
the same time.

For example, a note by Julian Pike, a
Farrer & Co. lawyer, dated May 27, 2008,
says that Colin Myler, editor of The News
of the World, spoke to Mr. Murdoch about
Mr. Taylor’s claims and that the two men
decided to refer it to outside counsel. An-
other note two weeks later — after Mr.
Silverleaf wrote his damning conclusions
— says that after meeting Tom Crone,
who was the legal manager of News In-
ternational at the time, Mr. Murdoch
‘“said he wanted to think through op-
tions’’ about how to proceed in the case.

Several days later, according to Mr.
Pike, Mr. Murdoch authorized News In-
ternational to pay Mr. Taylor more than
£450,000, or $725,000, and legal fees ex-
ceeding £200,000. Mr. Pike has said that
Mr. Murdoch personally authorized the
amount, in exchange for a pledge of con-
fidentiality, to keep the matter from be-

ing made public.

Mr. Murdoch, 38, has been seen for
some time as his 80-year-old father’s
heir at the top of the sprawling News
Corp. media empire. He got a vote of
confidence last week when Chase
Carey, News Corp.’s chief operating of-
ficer, said he was doing a ‘‘good job.”

On Thursday, though, Mr. Murdoch’s
credibility may be on the line. He has al-
ways maintained that when he author-
ized the Taylor payment, he was acting
on the advice of lawyers and had no rea-
son to believe that hacking had gone be-
yond the actions of a single ‘‘rogue re-
porter”’ — Clive Goodman, the former
royals reporter at The News of the
World, who was jailed in 2007 for inter-
cepting private voice mail messages of
members of the royal household. But
the lawyers’ notes indicate that Mr.
Murdoch had several discussions with
other executives who knew that the
hacking was more widespread before
he agreed to the settlement with Mr.
Taylor.

Mr. Myler and Mr. Crone came for-
ward over the summer to dispute Mr.
Murdoch’s testimony in July, telling the
committee that they had informed Mr.
Murdoch of a damning piece of e-mail
marked “for Neville’’ — a reference to
Neville Thurlbeck, The News of the
World’s chief reporter, who was given
transcripts of illicitly intercepted phone
messages.

In his July testimony, Mr. Murdoch
denied knowing about the ‘“for Neville”
e-mail.

The committee also plans to ask about
areport by The Guardian last weekend
that Rebekah Brooks, the former News
International chief executive who was
arrested in July on suspicion of phone
hacking and illegal payments to police
officers, received a severance package
of £1.7 million, an office and a car and
driver when she resigned.

A spokesman for Ms. Brooks did not
return calls seeking comment. A
spokeswoman for News Corp. said she
could not comment on Ms. Brooks's sev-
erance agreement or on what James
Murdoch did or did not know.
“Whatever he has to say, I think it’s ap-
propriate that he says it to the commit-
tee on Thursday,”’ she said.
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SYRIAN INTRANSIGENCE
AND THE ARAB LEAGUE

Arab states must press much harder
for international sanctions and urge
the U.N. to condemn the Assad regime.

President Bashar al-Assad of Syria has made a mockery of
the Arab League peace initiative. Since he signed the docu-
ment, his security forces have mercilessly attacked the city of
Homs with heavy weapons, hunted down army defectors and
killed scores of pro-democracy protesters. The United Na-
tions says 3,500 protesters have been killed in the crackdown
on the popular uprising.

In signing the peace document, Mr. Assad pledged to pull
the military from restive cities, release political prisoners
and start talks with the opposition on democratic reforms.
His only gesture: releasing 500 detainees while leaving per-
haps thousands of protesters in jail.

When Arab League foreign ministers meet on Saturday,
they should eject Syria and urge the United Nations Security
Council to condemn Mr. Assad and impose international
sanctions against the regime.

Russia and China will find it harder to block a Security
Council resolution — as they did in October — if the Arab
world calls for action that goes beyond the sanctions already
imposed by the United States and Europe.

At a minimum, the United States and Europe should push
the Security Council to demand that Syria allow international
news media and monitors into the country. Mr. Assad might
be less inclined to brutalize his people if he knows the world
is watching.

It is extremely disappointing that Prime Minister Recep
Tayyip Erdogan of Turkey still has not backed up his tough
anti-Assad talk — and his support for the Syrian opposition
— with tough sanctions.

He may worry about harming Turkey’s business communi-
ty if he tries to reduce Syrian-Turkish trade. But, one way or
another, Mr. Assad eventually will be gone.

It is in Turkey'’s interest and the interest of the region to
ratchet up economic and political pressure so that change
happens sooner, before violence spreads. One serious con-
cern is that an Assad-led Syria will stoke Kurdish separatists
to expand their continuing conflict with Turkey.

The Syrian opposition has work to do. It still needs to trans-
late its campaign into a coherent vision of governance after
Assad and what that will mean for the country's Sunni, Alaw-
ite and Christian communities.

Until then, Syria’s neighbors need to help them force the
Assad regime aside.

A MASTODON’S RIB

Recent research makes a compelling
case for a pre-Clovis human presence
in North America.

Just when did human beings first appear in North America?
For years, scientists based that calculation on stone tools
found in the 1930s near Clovis, New Mexico They suggest,
through radiocarbon dating, a culture that existed 13,000
years ago.

But those weapons were too late to explain the hunting out
of megafauna, like mastodons, near the end of the Pleisto-
cene era. There was either a ‘‘Clovis blitzkrieg,” — a swift,
cataclysmic killing by humans — or there were hunters living
long before the Clovis tools were made.

Now, according to a study reported in the journal Science,
scientists have found evidence, embedded in the rib of a mas-
todon, suggesting that humans were hunting some 800 years
earlier than the Clovis remains.

The mastodon was excavated in Washington State in the
1970s. Buried in a rib on its right side is a bone or antler pro-
jectile point, most likely from a thrusting spear. There was no
bone growth around the wound, which means the mastodon
died quickly and a new analysis suggests that happened
around 13,800 years ago.

The scientific team, led by Michael Waters at Texas A&M
University, used a variety of techniques, including various
kinds of mass spectrometry, tomographic scanning and DNA
analysis, to come up with that estimate. Their research,
coupled with other evidence, makes a compelling case for a
pre-Clovis human presence.

Eight hundred years doesn’t sound like much when seen
against a backdrop of tens of thousands of years. But imag-
ine, for instance, that Columbus reached America in 692, not
1492, or that the American Revolution began in 975 rather
than 1775 — or, the other way around, in 2575. Human cul-
tures can be very short, just long enough to leave a punctuat-
ing trace in the rib of a mastodon.

The best
way to stop
Iran from
achieving
its nuclear
goals is to
punish
Chinese
companies

that supply
Tehran.

llan . Berman

WASHINGTON The International Atom-
ic Energy Agency has released a report
on Iran’s nuclear program that
provides the most convincing evidence
to date that Iran is close to producing a
nuclear weapon.

But as Iran nears the nuclear
threshold, the best way to stop it may
be by punishing the Chinese companies
that supply Tehran and enable its nu-
clear progress.

The Obama administration seems to
understand this. The late September
visit to China by David S. Cohen, the
Treasury Department’s new under sec-
retary for terrorism and financial intel-
ligence, included the most explicit
warning yet to Beijing that its banks
and financial institutions could face
sanctions if they continued to do busi-
ness with Iranian entities.

The move is significant. More than a
year ago, President Obama signed into
law a series of sweeping sanctions cu-
mulatively aimed at throttling Iran’s
energy sector. Yet so far, China has

mostly gotten a pass on its engagement
with Iran.

Those ties are broad — and getting
broader. In recent years, China’s eco-
nomic dynamism has brought with it a
voracious appetite for energy. This has
made energy-rich Iran a natural stra-
tegic partner. In 2009, Iran ranked as
China’s second largest oil provider, ac-
counting for some 15 percent of
Beijing’s annual imports.

In exchange, China has aided and
abetted Iran’s quest for nuclear capa-
city. Diplomatically, it has done so by
complicating oversight of Iran’s nucle-
ar program, and by resisting the appli-
cation of serious sanctions against
Tehran. More directly (and danger-
ously), it has turned a blind eye to Ira-
nian acquisitions of sensitive technol-
ogy and materiel for its nuclear
program from Chinese sources.

Over time, Chinese leaders have be-
come convinced that Washington prior-
itizes bilateral trade with Beijing over
security concerns about Iran, and that
it therefore won't enact serious penal-
ties for China’s dealings with Iran. This
has allowed Chinese officials to pay lip
service to international efforts to rein in
Iran’s nuclear program while quietly

playing a key role in nurturing Tehran’s
nuclear quest. The result is clear: when
it comes to Iran, China today isn’t part
of the solution; it's part of the problem.
As David Albright of the Institute for
Science and International Security has
noted, China is becoming Iran’s key en-
abler, supplying much of the equip-
ment that Tehran needs to keep its nu-
clear effort up and running in the face
of international sanctions. ‘“China does
not implement and enforce its trade
controls or its sanctions laws ad-
equately,” Mr. Albright argued earlier
this year. Indeed, a concerted Chinese
crackdown on firms involved in nucle-
ar commerce with Iran would effective-
ly cripple Tehran’s atomic program.
Washington, worried about poten-
tially destabilizing economic effects, has
historically shied away from putting
pressure on Beijing over its ties to Iran.
But if the Obama administration is seri-
ous about halting Iran’s nuclear pro-
gram, it must do so by sanctioning
companies like the China National Off-
shore Oil Corporation, or Cnooc, which
has been developing Iran’s mammoth
North Pars natural gas field since 2006,
and PetroChina (which supervises the
import of some three million tons of Li-

quefied natural gas annually from Iran).
Both are publicly traded on the New
York Stock Exchange and therefore
subject to penalties under existing law.

Mr. Cohen’s recent jaunt to Beijing
was intended to convince the Chinese
government that it must decisively cur-
tail its ties to Tehran, or face real eco-
nomic costs. This message needs to be
coupled with the application of concrete
economic penalties — from bans on
United States-based energy projects to
prohibitions on financial transactions
that fall under American jurisdiction —
that are intended to persuade Chinese
companies, including Cnooc and Pet-
roChina, to scale back their economic
contacts with Iran. At the same time,
greater targeted sanctions and asset
freezes are needed to bring to heel
Chinese individuals and entities that
are currently complicit in Iran’s nucle-
ar advances.

After all, the last, best hope of peace-
fully derailing Iran’s nuclear drive lies
in convincing Beijing that ‘‘business as
usual’’ with Tehran is simply no longer
possible.

ILAN 1. BERMAN is vice president of the
American Foreign Policy Council.

Can the W.T.0

Putin & Co.

tend to see
the group
as a politic-
al tool
rather than
a means to
stimulate
trade. But
for Russia’s
economy to
modernize,
they’ll have
to adapt.

Dominic Fean

If Vladimir Putin returns as planned to
the presidency in 2012, he will once
again face the challenge of modernizing
the Russian economy. This is something
both he and his seat-warmer, Dmitri
Medvedeyv, have failed to achieve dur-
ing three consecutive presidential
terms. On Thursday, a meeting of the
working group on Russia’s accession to
the World Trade Organization is expect-
ed to end 18 years of negotiations by fi-
nalizing terms of membership for Rus-
sia, the largest economy outside of the
trade body. Even Georgia, which fought
a war with Russia in 2008, is now on-
board. Once the few remaining issues
are overcome, Russia should become a

.change

member during a ministerial meeting
on Dec. 15.

W.T.O. membership will offer Russia
some of the tools to rebalance its econo-
my, which relies heavily upon selling
the nation’s oil. Yet it presents chal-
lenges too. While membership prom-
ises increased market access for Rus-
sian exports, Moscow will have to open
Russia to foreign imports. Agreements
will need to be implemented as a means
to attract investment, stimulate trade
and increase competition. However,
previous actions by the Russian author-
ities give ample cause for concern.

The current political elite is little in-
clined toward economic liberalism. The
coercion of foreign investors in favor of
national economic champions, protec-
tionism during the 2009 economic crisis
and Russia’s willingness to engage in
trade wars with neighboring states have

ANDREY RUDAKOV/BLOOMBERG NEWS

ussia?

demonstrated this. They have long seen
W.T.O. accession as a political rather
than technical process: For them, tariff
reductions are concessions to trade
partners, rather than a means to stimu-
late trade and competition.

They also tend to view membership as
an entitlement. During bilateral negoti-
ations with Georgia, Putin stated that it
was down to the United States and Euro-
pean Union to secure Russia’s acces-
sion. As such, Russian authorities at the
highest level have demonstrated little
affinity for W.T.O. principles.

A customs union among Russia, Ka-
zakhstan and Belarus is another con-
straint: It has little economic justifica-
tion and a 2009 plan for all three to join
the W.T.O. as one bloc nearly delayed
Russian accession further. Moves have

been taken to reconcile customs union
obligations with Russia’s W.T.O. acces-
sion; nevertheless, the project shows
Russia’s use of trade for political ends,
aiming to preserve Soviet era trade pat-
terns that W.T.O. market access would
likely disrupt.

Industrial and agricultural lobbies
have opposed entry, claiming that Rus-
sian companies require more time be-
fore facing global competition. However,
little has been done to make Russian in-
dustry more efficient in the last 18 years,
even without unfettered competition.

The challenges of membership are
not limited to economic policy; they also
undermine the political model that has
come to define Russia since 2000. Under
Putin, Russian citizens accepted re-
duced political freedoms in exchange
for stability and economic growth. With-
in the W.T.O., Moscow will have fewer
means to support inefficient industries
against competition from abroad. This
could cause problems for the 460 mono-
towns, which rely on one factory or in-
dustry for jobs and public utilities.

Certainly, Russia does not stand to
reap immediate rewards from member-

ship. World Bank studies stress that
while all households will benefit in the
long run, some will confront initial chal-
lenges of retraining or relocation. The
government will struggle to maintain
its legitimacy if it does not provide
ample means for these costs to be met.
As a major oil exporter, over 50 per-
cent of its foreign trade is already tariff
free. However, the metallurgy and
chemicals industries stand to gain from
increased market access and protection
from antidumping measures. In time,
other industries will benefit from re-
structuring and increased productivity
stimulated by increased competition.
Russia needs foreign capital in order
to affect its modernization and is aware
of the need to project a more positive
investment image. World Bank anal-
ysis also stresses that the largest gains
from W.T.O. membership will come

from increased foreign investment in

the Russian market for services.
Clearly, W.T.O. membership alone will
not convince cautious investors, but

opening the Russian economy to inter-
national practices can only have posi-
tive benefits for the business climate.

Still, to become a truly open economy,
Russia will need to use W.T.0. member-
ship as a springboard for wider eco<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>