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diLt S a ew Vor1 ci
An Aussie-born Wall Street veteran shakes up a big multinational lender

BY JIM McTAGUE

HEN WORLD BANK my health and see if I can carry on. My
President James U m predisposition is to carry on."
Wolfensohn was still At this point the affable Wolfensohn
a young man, the has no serious opposition. He's been
brash Australian ob- p 

scoring points with the bank's most vo-W tained a law degree ciferous critics, like environmentalists
from Sydney University, competed in who had raged against its big (lam and
the Olympics as a fencer and earned road projects; scientists in Costa Rica
an MBA from Harvard before heading I 

recently named a species of beetle after
off to Europe, where he became one of I E him, in honor of his efforts to preserve
the Continent's investment-banking U UI the country's biodiversity. (Critics say
standouts. Along the way, the son of I I Wolfensohn has bought the silence ofI
working-class parents developed a environmental groups with consulting
fine eve for art and a sophisticated ear A9k contracts and projects like an $80-$150
for music. B. million outlay in a partnership with the

A forceful opening movement, indeed, World Wildlife Fund to protect 62 mil-
and the second was equally impressive. lion acres of Amazon jungle in Brazilh)
Wolfensohn, an impeccably mannered Governments of some poorer countries
man who sounds more like Professor a- in Africa are thrilled that he is forgiv-
Henry Higgins than Crocodile Dundee, ing their considerable debts - $5.7 bil-
wowed them on Wall Street as a member lion in seven countries so far, in a pro-
of the Salomon Brothers team that helped EAM gram that eventually could include 80
extricate a financially distressed Chrysler nations and as much as $125 billion in
Corp. from the jaws of its creditors. He IOUs. Political conservatives in the
went on to become a naturalized U.S. citi- U.S., who believe the World Bank is ir-
zen, start his own investment firm, amass U- i relevant at best and, at worst, shores
a personal fortune exceeding $100 million up bad economic systems, nonetheless
and, as a patron of the arts, straighten out "" dme have been leaving it largely alone, con-
the finances of both Carnegie Hall in New iF centrating their fire instead on the In-
York and the Kennedy Center in Wash- as ternational Monetary Fund, which is
ington. His powerful friends and advisers more heavily dependent on taxpayer
include Washington lawyer Vernon Jor- dollars and plays a more visible role in
dan, former central banker Paul Volcker, economic crises like those in Asia (the
Federal. Reserve Chairman Alan IMF makes short-term loans to
Greenspan, President Vartan Gregorian o
of the Carnegie Corp., Chairman Juergen om of-payment difficulties).
Shrempp of Daimler-Benz and CEO The World Bank has flirted with po-
Louis Gerstner of IBM. Queen Elizabeth "" litical disaster. Some lower-level man-
II honored him with a knighthood in 1995. agers recently approved a loan package

Wolfensohn, 65, is now composing the to India for a health system without ad-
final movement of his professional life's vising Wolfensohn and top management
symphony. He's attempting to bring The World Bank's Wolfensohn that some of the money would be used to
Wall Street creativity to the World fund abortions in both the first and sec-"Don't write off Asia because of problems in Indonesia."
Bank, which boasts $162 billion in total ond trimesters. (Republicans in Con-
assets (versus $280.7 billion for Chase gress are stalling IMF funding until
Manhattan, currently the largest U.S. sitive - while adjusting to a post-Cold 50-50 chance of succeeding. But these there are reassurances that no U.S. tax
bank). It is also the planet's largest and War world of governments reluctant to days, despite surveys that peg em- dollars will pay for abortions; the World
most august international development pour taxpayer funds into global backwa- ployee morale near rock bottom, he's Bank, which Wolfensohn says has a pol-
agency - and perhaps its most in- ters. In contrast to private-sector re- considerably more optimistic. "If 

you icy precluding abortion funding, will ap-
tractable bureaucracy. One of seven structurings, Wolfensohn is constrained come back in 18 months, I believe you proach Congress for funds next year.)
multilateral banks of which the U.S. is a by politics to execute the bank's radical will find the most exciting of the Wolfensohn's strategy calls for luring
member, the World Bank is charged transformation with a minimum of world's multinational institutions," he investor money to some of the world's
with fighting poverty by helping to inte- bloodletting among its 10,000 employees predicts. That target date roughly coin- most backward countries by providing
grate developing countries into the (more than 5,000 of them at the bank's cides with the official end of his first guarantees against political risk, promot-
global economy. The aim of the avowed headquarters in Washington). This is no five-year term. Wolfensohn is willing to ing joint ventures, and, most important,
liberal Wolfensohn is to transform what mean feat and involves changing a delay retirement to his Wyoming log by getting his bureaucrats to put down
arguably is a largely ineffectual opera- deeply ingrained culture dominated by cabin designed by Cesar Pelli and put their pencils once in a while and teach the
tion, with a record of policy failures that desk-bound policy wonks. in another five years to see that his re- locals how to build stable, sustainable
obscure its triumphs, into an effective When the rumpled financier arrived forms have an opportunity to work: "I'll civil and financial systems. Instead of 2.

organization that is at once efficient, en- at the World Bank in 1995, he told one have to see if they want to reappoint lending money exclusively for big dams,
vironmentally friendly and gender-sen- U.S. senator he believed he had about a me for another five years and I'll look at superhighways and the other physical
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trappings of industrialized nations, the World Bank Lending: 1985 vs. 1995 95 since the institution, along with the Inter-World Bank will advise governments on
$he drafting of strong commercial and en- (as a % of total lending; billions of U[S. dollars) Ixm .40 biluon national Monetary Fund, was established
vironmental laws, effective tax-collection 0The World Bank's lending under James Wolfensohn in July 1944 at the United Nations Mone-

systems, educational institutions and fi- has been shifting from projects, like infrastructure tary and Financial Conference in Bretton
Woods, New Hampshire. All the Worldnancial regulation that demands the kind and energy, that promote industrial development, Bank's presidents, by tradition, have beenof disclosure found in developed countries. to programs, like health and education, that foster 

Cc Americans, named by the bank's 24-mem-A lot of the governments already have got- social advancement. 25 .7%1
ber executive board of directors. The U.S.ten religion, Wolfensohn says. He cur- II' S985 government actually conducts the searchrently sees opportunity for private in- IIm Elig I1 for candidates Wolfensohn was on thevestors in both Asia and Africa, despite 1 .4% short list in 1979, even though he was anthe political and economic problems on By SectorPoth continents. Aussie citizen at the time. Each of the

gq 21 5 .3% World Bank's five largest shareholder na-"Don't write off Asia because of prob- '-'1 24.5%- -Agriculture tions, including the U.S., appoints one ex-lems in Indonesia," Wolfensohn advises. I "o
.8% ecutive director; the other directors areHe's impressed at the speed at which 6.0% Education

a 5.1% appointed by groups of countries.other troubled Asian economies are E
adopting market reforms - notably Ko- Environ/water 

The bank was established to makV
rea and Thailand. "I think the Koreans 16-- 6.0% SI 01 

loans to countries rebuilding from the dev-
and the Thais understahd that there is a I-i g 26.5%- Infrastructure 

astation of World War II. When Robert S.
McNamara came on board as bank presi-need for fundamental change," he says.

31.9%- dent in 1968, he felt the time had come toAt Wolfensohn's urging, the World Industry/Energy-
I 16. 8% expand the institution's mission.Bank became part of the bailout of Korea i Awhen a credit crunch crippled its balance- Pop/Health "I considered the bank a development

organization as opposed to a commercialof-payments late last year. The bank pro- 55- 1.3%F .5 '1001

vided long-term loans to help stave off the 4.9%--Structural Adjustment 8.0% 
bank," says McNamara. "I focused on

country's private-sector creditors. poverty reduction. It had been the belief
that a rising tide lifts all boats; that if youThat was apparently a one-shot deal. By Region raised a country's GDP, all levels of soci-Though the U.S supported the bank's role ety would benefit. A related theory wasin that bailout, Treasury Secretary -Sub-Saharan Africa-

Robert Rubin, who is briefed regularly by that if you diverted resources to the poor,
Wolfensohn, doubts the bank will play a TA .X - East Asia - F-- 

it would hurt the GDP. I didn't believeFP 
S- 

that. You could not help the poor with re-similar role in Indonesia. But he adds that
4 45 distribution of wealth per se. The poor arethe final decision is up to Wolfensohn and -South Asia--17.2% poor because their productivity is low. Sohis bank's directors.

Wolfensohn is also "personally 
posi- 3.7%- -Europe/Cen. Asia- -49.5% if you raise their productivity, you al-

tive" on Africa, a region he frequently vis- Am we 
vance GDP growth of the rest of' society.

its. "I think there's a new leadership and a -Latin America- -- a We proved that empirically."
McNamara expanded the bank ie-new spirit in Africa," he declares. He

notes that South Africa, the continent's - Mideast/N. Africa sources available to developing countries.
And he dramaticallv increased the bank'seconomic keystone, could undergo some 55-
presence in global capital markets, bor-transitional problems when President BARRON'S• Congressional Research Service roxving not only in dollars, but in marksNelson Mandela steps down at the end of' and yen, as well.1999. But Wolfensohn. deems Mandela's big beneficiaries of World Bank mission- fiscal years 1987-96 from 14% in fiscal '77- The bank focused on funding big andsuccesor, Deputy President Thabo Mbeki, ary efforts. But he seems genuinely pas- 86. While the bank now faces growing de- complex projects, like huge hydroelectrican able executive. sionate about helping socio-economic un- mand for its services in Europe and cen- (ams. The projects never seemed to helpThe World Bank president is even up- derdogs. "Jim Wolfensohn is generous by tral Asia (their share in total lending has jump start the local economies they werebeat - for the record, at least - about nature," says Washington lawyer and grown to 11% in fiscal '87-96 from 2% in intended to help, largely because the un-

prospects for economic and social Presidential pal Vernon Jordan. fiscal '77-86), many of these countries have derlying financial and political systemsprogress in Russia. In Moscow last week Friends note that Wolfensohn and his the capacity to recover rapidly and may were corruptconferring with President Boris Yeltsin wife, Elaine, feel an obligation to share cease being eligible for World Bank loansloans The organization became as big andand other leaders, Wolfensohn urged the their good fortune. Wolfensohn grew up within the next few years. As a result, complex as its projects. Currentlv theRussians to address social problems that under the tutelage of parents who, al- strife-torn countries, and those where pol- World Bank Group - the formal name ofcontributed to recent battering of finan- though poor, were icy distortions are the organization Wolfensohn heads -cial markets. But, he told legislators, "you active in helping Jew- proving difficult to comprises five organizations and writesare not Indonesia, thank God.' ish refugees settle in 1~1 rectify, might well ac- about $20 billion each year in new loans.Indeed, with angry citizens looting and Australia after World I;! count for most of the The bank makes most of its loans at mar-burmag Indonesia (a client whose econ- War I. "Jim has his bank's clientele in the ket rates to middle-income countriesomy Wolfensohn and the bank prema- own little foundation next century. through its International Bank for Recon-turely praised less than a year ago), and that he doesn't much WA
with the new rulers of India, another big talk about," says Jor- om ,k chief 

This is no news to struction and Development, which has
Wolfensohn. "The en- been self-funding since its founding andborrower, frightening the rest of world dan. "He supports 'A & I vironment in which has $107 billion in loans outstanding. Be-with nuclear testing, Wolfensohn might promising artists and we operate has vastly low-market loans to poorer countries fun-seem at best a cockeyed optimist. musicians. One year - -. 5 I changed in the last 10 nel through the International Develop-But he does harbor some concerns. One he brought three stu- years," he observes. ment Association, which alone among theis that the Japanese, who are doing some dents over from Russia to teach them in- The reason you have to focus people on five components depends on taxpayerbelt-tightening at home, might reduce or vestment banking." Wolfensohn has put change - in the last 10 years, the role of funds from 11 donors, including the U.S.,eliminate their contributions to the World 20% of his salary (currently $224,650, af- the multilateral and overseas development -because its borrowers often are unable toBank, despite assurances from Tokyo. ter taxes he also nets $111,410 in ex- assistance has been reduced from $60 bil- repay. It's been replenished 11 times, in-When the U.S. Congress threatens to can- p enses) into the foundation for most of his lion a year to roughly $40 billion a yeai cluding last year, when it received $800cel funding for the IMF, it makes it w orking life During that same period of time, private- million from the U.S. alone (IDA may beharder for Japanese politicians, faced with Wolfensohn is highly competitive, says sector investing in th e developing world back for more money next year). Financ-inudgetary constraints, to resist cutting J ordan, who plays tennis and golf against has gone from $30 bill ion to $260 billion. ing for private firms comes from thefunding to multilateral institutions. the banker. Adds Lloyd Cutler, former What that says"I think the Congress is wrong on their White House counsel for President Clin- that we better 

about this institution is group's International Finance Corp., a
positions about funding the IMF," Wolfen- ton, "He doesn't suffer fools" - a useful private sector. 

work more closely with the key factor in the World Bank's growing
The private settor is now emphasis on private investment sources;sohn states. "But when it comes to social trait for the leader of the World Bank at the financial, a nd in some sense is the tech and guarantees to insure private invest-issues, which are the principal areas in this juncture. nological, engine of growth in many coun- ment in developing countries are ther tic~h the bank is involved, issues of Over the past 10 years, private capital tries. And what you need to do is tap into purview of the Multilateral Investmenthealth, education, fighting AIDS, infra- that has been pouring into many develop- that entrepreneurial activity and recon- Guarantee Agency. A fifth agency, addedstructure, of putting projects together that ing nations has dampened demand for ceive our own development plan within the in 1995, is called the Consultative Group tocan develop American exports, there's a credit from the World Bank. The share of context of what we do in partner ship with Help the Poorest; it makes small loans toC stronger, more visible case we can make." total lending by the bank to its six most the private sector.' Third World entrepreneurs.Wolfensohn sees U.S. corporations as credit-worthy borrowers fell to 6% in the Wolfensohn is the ninth bank president Before Wolfensohn's arrival, the bank
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A picky analyst finds a bushel of growth stocks to like in the Midwest

Heartland

Heroes

An Interview With Walter H. Morris e While mega-mergers and other flashy develop- And these rankings are determined by a
fairly sophisticated analysis of the rela-

ments have been grabbing headlines on Wall Street lately, analyst Walter H. Morris has been tive valuation of one company to an-
other. If you look at the performance

doing what he's done for years: searching for prosaic-sounding stocks with market-beating history of the various ranking groups,
the stocks that have done the best have

performance. For nearly 25 years, Walter has been scouring the country, particularly the 
done much better than the overall Eq-

Midwest, looking for small and mid-cap uity. That's the one ironclad require- list, despite its name. Thus we draw on uity Twenty, which you remember itself

issues that meet his rigorous criteria for ment that we have for inclusion on Eq- the entire Baird research coverage in has outperformed the market. Over the

classification as attractive growth uity Twenty. selecting companies that meet the crite- past 19 years, stocks with our No. 1

stocks. In addition, we're looking for sustain- ria, especially the minimum 20% return rankings have compounded at a 35% an-

he rejoined Robert able high return on equity. That is, we on equity. nualized rate.Three years ago,
W. Baird & Co., the Milwaukee-based in- don't want just a cyclical company that The 35 companies still is a large

and brokerage firm, surges to a 20% level, then falls back group for our brokers to Q: What about risk?
vestment banking

detour at the nearby when the cycle turns down. We want work on. So we rate A: We caution our brokers that these
after a 10-year

funds. His work companies with strong balance sheets, each comp any on the are smaller market-cap stocks, with
Strong group of mutual

stocks has free positive cash flows. We want annual list every month , us- less liquidity than the big Dow and
in the Midwest uncovering

the following of a number sales, preferably, of less than $1 billion, ing a point system S&P stocks. And they are only appropi-
helped expand to ate for investors with high risk toler-of them. Barron 's interviewed him re- and that's because we want companies from one to five,

in Chicago, where he was partici- that we believe are still relatively early with one bein g ance. For that portion of an investor's
cently

in a growth-stock conference in a rapid growth phase. I'm what is the most portfolio that is aimed at taking
pating

called a GARP - growth at a reasonable at t r a c - higher risk, Equity Twenty has
sponsored by Baird. L

price - analyst. I'm especially looking tive. been a great product.
- Harlan S. Byrne for excellent managements. And I like

L Q: What would promptbusinesses I can understand, Midwest-
ern locations preferred. From a stock you to remove a stock

Barron's: Walter, tell us how you oper- price standpoint, I like companies that from the list?

ate at Baird. trade at a sizable discount to the market A: Above all, there's

Morris: Well, during my entire career multiple, which often means companies our rule that if a

I've been a research analyst. My real joy that are under-followed. In these situ- company's return
is getting out in the field and visiting ations, you should make money on - on equity on a trail-

companies, turning over a lot of rocks the stocks with low levels of risk. ing 12-month basis
falls short of 20%, its

here in the Midwest to find undiscovered
value. Q:In this pricey market, is it becom- stock comes off the

ing more difficult to find these kind list. This is a strict

Q: Do you have help? of companies? sell discipline be-

A: I head a team with three associates: A: Yes, it is, clearly. And I have to WF- cause, obviously,

David Manthey, Christopher Schweitzer pinch myself every couple of when a company's

and Michael Schneider. We cover 44 weeks to remember that the mar- ROE falls below 20%,

companies at the moment. We've got two ket is up in a 21, 22, 23 price-to- at the very least its

major coverages. One is an industry cov- earnings range. Being one of the ,w earnings momentum

erage: pumps, valves and filtration handful of guys who survived the A., has slowed. So it's a

equipment. Then we have a special situa- market decline of '74, when any- U kind of ride-your-wim-

tions list, without a specific industry fo- thing in double-digits was consid- U ners discipline. We start
with what we think is a high-cus, but primarily small to medium-size ered pricey, it takes a while to get

Midwestern companies that we think can used to these P/E levels. quality, rapidly growing mix of com-

make money for our clients. I've got a panies, and we'll stick with them as long

wide charter at Baird because of my ex- Q: The 'Seventies are ancient history as they compound at a very high rate.

perience with a lot of these companies. for some of today's investors. So what's But if they don't, they come off the list

been the record of Equity Twenty, in re- and theoretically are candidates

Q: Could you tell us about something lation to other market measurements? for sale.EMCc you oversee called Equity Twenty? A: In the 19 years since it was first com-
i A: This is a research product originally piled, Equity Twenty has compounded Q: Does a sharp rise
C developed by Crandall Hays, a former at just under 17%, nicely above the in price lead you to

research director at Baird. The concept broad market indexes. However , 
7' remove a stock from

72

behind Equity Twenty is to focus on there is one other wrinkle that the list?

some of the most profitable companies in makes it even more attrac- A: No, not necessarily, as
-C

long as we still view the stock
2 America. Our definition of profitability is tive. We have roughly 35 W, W.

a minimum 20% after-tax return on eq- stocks on our Equity Twenty as providing superior returns.M'1
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tended to view the world from its com- yet bouncing off the walls the way they do
fortable headquarters in Washington. in the financial district, he jumped to
One former federal official familiar with their defense. "Well, they are not bounc-
the institution says it had evolved into a ing off the walls here but if you look at our
university faculty without any students. computer access at midnight and 1 in the
The work force was overly concerned morning, the thing is flying with people
about position and tenure. working at home. The tradition of Wall

This is exactly the kind of challenge Street, as you know, is that you have to be
that gets Wolfensohn excited. Says John there and be seen at 1, 2 or 3 o'clock in the E BE LMcArthur, a lifelong friend and onetime morning because of this crazy syndrome
Harvard Business School dean: "He's which occurred in my own firm and at Sa-
gotten into things up to his elbows lomon Brothers and other places. I don't the a rchitects of timethroughout life. He's intellectually honest think that people here work any less
and courageous, and when he sees some- hard. They work differently. But the
thing he thinks is wrong he weighs in and thing which I am trying to bring from "Le Modular" self winding chronograph
tries to change it and, from his point of Wall Street is to get the people to feel a with chronometer certificate
view, improve it." McArthur is now at the sense of accountability and a sense of 5 year international
World Bank helping Wolfensohn with the client orientation." limited w rranty.

reorganization.
"These 

guys always turn up and always
tell me how to do the job better," says HAT DETERMINES
Wolfensohn. "And the great thing is that a country's eligibility
I've known them long enough, so they for the World Bank's
don't take any of my nonsense." cut-rate loans, though

Wolfensohn also picks the brains of presumably it's per
-1:2some of the world's leading corporate ex- w capita income, is (fillecutives: "They come here and I sit with largely subject to the prevailing interna- ii L'S

them; and I talk about the issues of tional politics of the day. Currently China,
change. And the issues of change we face with the world's fastest-growing economy,
here are the same issues of change faced is the largest borrower, accounting for
by big industrial companies, but it's more 12%/ of the bank's annual lending, or $4.3
complicated because we have a board com- billion, according to the Congressional
posed of representatives of 180 govern- Research Service.
ments; so it's not just a commercial board. Almost every country is a member. The C ~

Secondly, we have a development function exceptions: Cuba, IN ~er' 0North Korea, Brunei,
which is different from a profit function. the Vatican, Taiwan and a few micro- Ai BET "El DGE

T H E F S T A T hThirdly, we have staff from 140 countries, states. So far the bank's full-time board of NCE 897and it's not easy to move around that staff directors, which meets as often as twice a
01' just fire people onto the global market week, is standing four-square behind Tuesdays through Saturdays
because you have a responsibility to them. Wolfensohn. His ability to obtain the sup- 117 Greenwich Avenue, Greenwich, Connecticut
But what all these chief executives tell me port of what in the past has been a frag- Tel: 203-869-0124

is that you need to establish your mes- mented body is testament to his diplo- :4
sage; and then you have to keep repeating matic skills. Juan Cariaga, who represents
it and repeating it and repeating it for Argentina, Bolivia, Chile, Paraguay, Peru /J
three or four years.' and Uruguay on the board, says the World ~1 48FOR INVESTORS SEEKINGHe's currently running about 400 World Bank has become more efficient at making
Bank executives through a six-week loans since front-line services were decen- CAPITAL GROWTH WITHmanagement training course, including two tralized, resulting in more employees out
weeks at Harvard, designed specifically for in the field, visiting with client countries.
the bank. Others are being shipped from "It is a tremendous change - a cultural REDUCED VOLATILITY
their offices in Washington to offices revolution," exclaims Cariaga. "We're 

get- T. Rowe Price Dividend Growth Fund offers investors long-term capitalaround the world, where they can see first- ting rid of the arrogant culture that we appreciation potential by investing in established, well-managed companieshand how bank-financed projects are far- had and replacing it with a more client- whose earnings and dividends are expected to grow over time. Because theing. "I'm trying to encourage people to centered culture." fund focuses on the stocks of compa-think beyond their past experience," says Wolfensohn also seems to have nies that pay dividends, which generally W so $1,O o Invested 12/31/92Wolfensohn, changed the image of the bank for the Would Have Grown vs. Competitors*offer greater price stability and less 53o,1o*In effect he is trying to turn members better. "The old image was that the bank U 
1- d-1 14, - 1- dvolatility than those that do not, it 0Lpr- G, -, h .~ ..... S2,03of his highly educated staff into some- was unconcerned with the environment F-1 , A... .g,

provides a relatively conservative way 29.0103thing more akin to Indiana Jones, the and social issues," says Franco Passacan- to participate in the stock market. $2S,1 64- 1~2'1cinematic Ph.D. who is a man of action, tando, who represents Albania, Greece, 20o01o r F',,

nimble of foot and mind. Wolfensohn Italy, Malta and Portugal. "It was ac- A strong performer. The fund's F :5101

strategy has proven effective. The fund l.iooo-lwants his experts to be as comfortable in cused of damaging developing countries,
the field helping governments set up assisting corrupt governments. No one has consistently outperformed the aver- 

.. 

.

....

age of its peer funds since inception. **s~healthy financial systems as they are be- knew if funds would reach the intended 12/92 .3N94 ' IS 
"I 

9121*
hind a desk typing out project reports beneficiaries or remain in the pocket of The fund also received Morningstar's
and memos. He also wants them to de- some intermediary. The bank is now ac- highest rating-five stars (*****)-for overall risk-adjusted performance**
velop the listening skills of crack Wall tive in education and health and assessing It was rated among 2,437 and 1,363 domestic equity funds for the three- and
Street salesmen and listen to what loan the social impact of development loans." five-year periods ended 3/31/98, respectively Of course, past performance
clients are telling them, rather than "We've had a lot of problems," says cannot guarantee future results. No sales charges.
ramming a program down their throats. Wolfensohn. "We've made a lot of pro-
Of course, all 10,000 can't don safari gress, I think we've got more to make."

T"°**-"'I.E Call 24 hours for y ourjackets and hit the jungle trail. So He started off the interview in what a 'IINVEsTMENT KIT free investment ki tWolfensohn is constructing a global pop psychologist would interpret as a
communications network at the bank so defensive posture, arms and legs including a prospectus Invest With Confidence®
that by the year 2000, politicians, busi- crossed tightly. Now he's loosening up, 1-800-541-4601
nessmen and farmers in client countries showing us around his office. "I think www.troweprice.com TRoweffice 1
can communicate with World Bank ex- everyone should hope we make it. Be- 

*40.21%, 
21.66%, and 22.51% are the fund's average annual total returns for the 1-year, 5-year, and since i nception

perts by Internet or interactive video. cause if we do, I think it will be the most (12/30/92) periods ended 3/31/98, respectively. Figures include changes in principal value, reinvested dividends, and cap ital gain 25~distributions. Investment return and principal value will varv, and shares may be worth more or less at redemption than at oigiWolfensohn says the bank has the talent effective development instrument that nal purchase. (Source: tipper Analytical Services, Inc.)
in house to become the world's premier the world has ever seen. It will not be 

**Morningstar proprietary ratings reflect historical risk-adjusted performance as of 3/31/98. These ratings may change monthly
expert on development. and are calculated from the fund's 3- and 5-year average annual returns in excess of 90-day Treasury bill returns with apprpri-arrogant. It will not be haughty. It will appimpriate fee adjustments and a risk factor that reflects fund performance below 90-day Treasury bill returns. The fund received 5 starsWolfensohn is by no means dismissive not be defensive. It will be open. It will for the 3- and 5-year periods. The top 10% of the funds in an investment category receive 5 stars.
of his highly educated work force. When be ready to learn. And it will be at the Read the prospectus carefully before investing. T. Rowe Price Investment Services, Inc., Distributor. DGFo41764

we pointed out that employees were not disposal of clients."m



'HE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE: May 5, 1998

TO: Mr. James D. Wolfensohn, EXC

FROM: Merrell Tuck, Acting Division Chief, EXTME

EXTENSION: 31956

SUBJECT: Interview with Mr. Jim McTague, Barron's, Wednesday, May 6, 11 -11:45 a.m.; followed
by photo session, 11:45 a.m.- 12 noon

Jim McTague, Washington Editor of Barron's, the Dow Jones business and financial weekly, is
planning a cover profile of you. Barron's readership consists of approximately 30,000 influential
businessmen, bankers and wealthy investors. McTague has been a banking reporter since 1987.
Before joining Barron's in 1994, he wrote for American Banker and USA Today. He also
worked as a general assignment reporter for several local US papers and did a stint as a securities
salesman for Merrill Lynch. His c.v. is attached.

Barron's has hired professional photographer Manuelyan Paganelli to take your picture. The
photo session is scheduled immediately after the interview, from 11:45 a.m. to 12:00 pm in your
meeting room (MC-12-700 or in the waiting room area of your executive offices).

To confirm, Mark Malloch Brown and I will accompany Mr. McTague to this interview.

McTague wants his profile of you to be different than those done previously by Institutional
Investor, Washington Post Magazine, and the New York Times. Since McTague spends most
of his time covering banking issues and politics on Capitol Hill, he will ask about your
relationship with US Treasury and the office of the US executive director. Indeed, McTague
interviewed Jan Piercy and has a request in to interview Treasury Secretary Rubin for this piece.
He is also trying to reach several of your former Wall Street colleagues and other close business
associates, including Mr. Volcker. McTague said he also plans to interview Jim Leach,
Chairman of the House Banking Committee (R-Iowa), who is a neighbor of yours in Kalorama.
He spoke today at length to John McArthur, which Mark arranged.

Also on the political front, McTague may ask about how confident you feel about IDA 12's
passage on Capitol Hill next year (see IDA briefing note attached).

On the Bank's image, McTague would like to know if the Strategic Compact, and our new
initiatives with outside partners have improved the Bank Group's reputation, particularly on Wall
Street. According to McTague, several of the sources he has spoken to consider that, while
laudable, the Bank is beginning to take on too many new inititiatives.

On finance and our triple-AAA standing, McTague will ask about income dynamics and the East
Asia crisis. Is the Strategic Compact still the right corporate strategy, post-Asia crisis? Was the
Bank left flat-footed in the wake of the financial meltdown? Are staff unhappy about the
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changes being made and are they up to the tasks ahead? (Briefing note on the Strategic Compact

is attached).

On leadership style, McTague would like to know how difficult has it been for you to adjust to
the Bank's large bureaucracy and he'd like to know what you think your goals might be for your
second term as president.

McTague is also interested in your philanthropic interests outside the Bank, as well as how your

business philosophy fits in with your humanitarian interests.

Enclosed is latest issue of Barron's, with Edgar Bronfman on the cover, as well as a recent cover
story McTague did on New Democrats.

cc: L. Passamonti, A. Tstatsakis, J. Holden, L. Foong (EXC); M. Malloch Brown (EXTVP),
K. Bergman (EXTME)

Attachments



To Meryl Tuck, World Bank
From Jim McTague, BARRON'S

Meryl, here's the brief bio that you
requested:

I've been covering the federal government
for BARRON'S for the past four years. Prior to
that--I've forgotten the exact dates--I was
Washington bureau chief and a managing editor for
AMERICAN BANKER newspaper; banking reporter for USA
TODAY; banking reporter for AMERICAN BANKER (I
believe that brings us back to 1987); banking
reporter for the DALLAS TIMES HERALD in Dallas; a
securities salesman for Merrill Lynch; state
government correspondent for the PHILADELPHIA DAILY
NEWS; and general assignment reporter for the
ASBURY PARK PRESS; etc., etc., etc. Obviously I

I'm reluctant to admit that in this
undistinguished career I've never won any sort of a
journalism award. Nor have I been able to interest
a publisher--or an agent for that matter-- in my
two novels. I was arrested once as a peeping Tom
and an eaves-dropper in the course of my dogged
pursuit of a corrupt government official; and
happily acquitted of all charges.

I have an MA in English from the Pennsylvania

State University, which I received in 1972; and a

BS in English Literature and Philosophy from St.

Joseph's University in Philadelphia, 1971.

I have four children. Deirdre is a classics major
at 'The University of Chicago; Alexandra is studying
biology and the piano at Cornell; Kevin is a high

school sophomore; and Patrick is in the eighth
grade.



IDA
Issues and Questions

IDA 12

• The negotiations for IDA 12 are now underway and we expect them to be concluded by the
end of the year.

• The donor countries and the Bank are in agreement that IDA lending allocations should be
based on strong performance by recipient countries.

• The negotiations are taking place in the positive atmosphere which has been created by the
United States having become fully current on its obligations to IDA.

As President Clinton highlighted on his recent visit to Africa, performance has improved in many
countries in the region-as it has in other IDA countries-and so the prospects for effective use of
IDA resources have never been brighter.

It is too early to say how large the replenishment will be. That is ultimately a decision for the
donors. However, we have analyzed the country assistance strategies that have been prepared for
the vast majontv of IDA countries, and. based on very solid numbers from these and the possibility
of several countries "re-activating" during IDA 12, the needs point towards a substantial
replenishment.

Possible Questions

You wil almost crii nlyI be i k'ed / much money we are lookingfor 1D. 1 12. It is

important to keep your answer general as indicated above, you should not be drawn into
any speculation as to whether IDA 12 will be larger or smaller than IDA 11, which was
S22 billion, of which SII billion was new donor resources.

You may be asked about potential reactivators. You should say that it is too early to say, but
there is the possibility of several countries like DR Congo and Liberia.

You may be asked if any East Asian countries are going to slip back into IDA eligibility,
especially Indonesia. The answer is that for a variety of reasons we do not expect any of
these countries would be eligible (or would wish to be) in the foreseeable future.

NGO Activity

Oxfam International will be releasing a paper in Washington the week of the meetings, "IDA 12: A
Chance to Deliver on World Bank Promises." Ask Mark if you haven't seen it. The paper, which is
more aimed at the IDA deputies than the press, expresses strong support for a full IDA-12
replenishment. but hones in on three areas where the Bank needs to strengthen its work:

Social Sector Commitments -- The paper asserts that the Bank should honor its earlier commitment
to spend $S5b annually on health, education. and other basic social services. If it can't make this
commitment, it should not just argue that disbursements are rising and year to year fluctuations do
not reflect general trends: it should also explore more and explain why commitments are declining.
IDA borrowers should also promise to increase their support for investments in the social sector
areas.



> Bank's response: We are committed and ready to provide whatever level of assistance
our borrowers can absorb and utilize effectively for education, health, and other basic
social services. And whether that amount is $5 billion a year or less or even more than
that, we are absolutely prepared to give as much support as our borrowers can handle.

The issue here is not any reluctance on the Bank's part. Rather, it is that our borrower
countries can take on only so much at a time. Their capacity to implement new initiatives
productively is not unlimited, and the amounts they want to borrow each year are not
unlimited. We are pushing ourselves as hard as we can, and our borrowers are pushing
themselves hard too, and that will continue.

Results in Education -- Focusing mainly on Africa, the paper claims that 130 million primary school
aged children in IDA countries currently do not go to school, and by 2000, 56 million children in
Africa will be out of school. Meanwhile. 1997 IDA lending fell to one-third of its 1996 level, and
in Africa, total IDA education lending only amounted to $ 100m in 1997. The Bank, donors, and
borrowers should together develop action plans for borrowing countries that set out how they will
achieve universal primary education by 2015 (the target date set by OECD/DAC). To achieve this
goal, at least 10% of IDA resources must be devoted to primary education lending annually.

> Bank's response: We are totally committed to helping our borrower countries achieve
major improvements in education -- including reaching universal primary education -- at
the earliest date possible. What needs to be understood is that a lot depends on what each
country is willing and able to do. The Bank can help -- and will. to its utmost ability. But
in the end, everything depends on country commitment and follow-through.

A lot of countries are in iaici making better progress now. We currently expect our new
lending for education to be up significantly this year compared to last.

Citizen Participation in Policy Dialogue -- Oxfam supports the Bank's recent efforts to open up
policy discussions to civil society groups (e.g.. SAPRI and the Inspection Panel). But they would
like to see participation made deeper and broader, particularly regarding the CAS. They would like
IDA Deputies to instigate clearer guidelines for participation in the CAS and a more systematic
means of incorporating poverty. gender. social and environmental considerations. Their suggestions
for making participation more effective include: (a) establishing clearer timeframes and greater
transparency related to CAS consultations: (b) establishing clearer criteria for selecting and
involving a wide range of credible civil society groups, especially those groups that would not
normally be included in such discussions: (c) involving civil society groups in discussions around
the IMF's PFP and in CG meetings; and (d) making the CAS available in draft and final versions
(and in local languages) to those involved in consultations around it.

o, Bank's response: We now, in the context of the recent Board Meeting on NGO relations,
have discussed participation in Bank projects and policies. While we all desire openness
and partnership in our operations. and would like the Country Assistance Strategies to
more publicly vetted. this has to be balanced against the government's interest in
confidentiality. The recent agreement on information disclosure policy on the SAPRI
initiative is a good example of how we are trying to balance these competing priorities.

Tim Cullen, EXTVP, x3l782/Kris Martin, EXTIM, x31767/David de Ferranti, HDNVP, x38729



PRESS BACKGROUNDER

The World Bank
THE STRATEGIC COMPACT

One- Year Progress Report

The Strategic Compact is an action plan to make the World Bank more effective in reducing
poverty. It was proposed by World Bank President James D. Wolfensohn at the World Bank/IMF
Annual Meetings in the fall of 1996 and unanimously approved by the World Bank's Board of Executive
Directors in March 1997. Funding resources became available on July 1. 1997.

Through the Compact, the Bank's shareholders and management are investing in a series of
changes to transform the way the institution does business: improving its products, speeding up its
processes, lowering its costs, and increasing the impact of its work in developing countries. The
Compact is also establishing clear performance criteria against which progress will be measured, and for
which management will be held accountable.

Under the Compact, the Bank will become closer to clients, quicker, more responsive and
flexible, more focused on results, technically excellent, more accessible and open to partnership, and
more cost effective.

The Compact will achieve that by: (a) improving and retooling its current ways of doing
business, and (b) taking new initiatives, and creating and offering new products and services to better
meet its clients' needs.

Quality and Timeliness have improved ...

Quality at Entry (%) Share of Problem Projects (%) Appraisal - Board (Nionths)

% 10 - 95 93
81% 17.0 8 0

80% 71 5% 8

6' 4% \ 7670% 2%

60% 10% 5 .

FY96 97 98 YTo FY93 94 95 96 97 98 YTD FY93 94 95 96 97 98
YTD

Quality and Quantity of Lending is Up

One of the Strategic Compact's linchpins is to focus more on results - something that has paid off
in the first half of the current fiscal year in both quality and quantity of lending.

The quality-at-entry of Bank operations has continued to climb, according to the Bank's Quality
Assurance Group (QAG). The number of Bank projects found to have satisfactory or better quality at
entry rose while the number of problem projects fell. Meanwhile. the Bank sped up the time between
project appraisal and Board approval.

World Bank/Compact backgrounder I of 4



On the quantity side, both IBRD and IDA commitments and disbursements hit all-time record
highs in the first six months of FY98. Excluding Korea, commitments reached $8.8 billion by mid-FY98,
up from $7.4 billion in FY97: while disbursements rose to $11.4 billion in the first part of FY98 from
$10.6 billion at mid-FY97. The increased lending is due to adjustment operations, mainly in Russia (SAL
and Coal SECAL) and Thailand (Financial Restructuring Loan).

The overall increase in IBRD/IDA lending may also reflect the Bank's improved responsiveness
to clients as well as client demand factors - both influenced by the work of staff and country directors,
many of whom are now located in the field. On decentralization, the Bank is moving decisively, with 22
country directors having already moved from Washington to the field - compared to only three in June
1997.

While the Bank has been decentralizing to get closer to its clients, its staff at headquarters have
been changing the wav they do husiness to improve service to borrowers. Under the new system, country
directors control their own budgets. Each is responsible for planning the Bank's country assistance
strategy and then using their budgets to contract with the Bank's new networks of expertise to find the
right staff with the appropriate skills to fulfill their country workplans.

Clients See Quality Improving

Borrowers have noted the improvement in the quality of Bank performance. A borrower survey
conducted by Gallup (USA) for the independent Operations Evaluation Department (OED) in the fall of
1997 showed that borrowers' perceptions of the Bank are generally positive and improving.

World Bank Performance Survey
Overall level of satisfaction

Addrcssmg client countries posert' reduction needs 75%

Making procurement more efficiient 76%

Acting as a catah% st tor colinancng 82%

EfTective in tinging global best practices to bear 84%

Professional and communications skills 90%

S al's technical expertise 94%

P ercent age
...sy < a ted for tiED by G~hllup ti. S

The Gallup survey, which covered 281 people in 30 developing countries, showed that Bank
performance in project preparation and appraisal is viewed as having improved during the past four years
64 percent of respondents say performance has improved while only 10 percent say it has deteriorated.

Meanwhile, a survey of 10 African countries conducted by the Bank's Africa region between
May 1997 and January 1998. also showed that the Bank's African clients had a generally positive view
of the Bank's work. The African client surveys, however. also pointed to the need for continued progress
in adapting global knowledge to the circumstances of particular countries, making Bank policies more
flexible and understandable, and increasing the impact of the Bank's services on the poor. Similarly,
while the Gallup survey gave cause for optimism, it also revealed areas where the World Bank can
improve.

World Bank/Compact backgrounder 2 of 4



Technically Excellent, Cost-Effective

The Strategic Compact emphasized the need to improve the Bank's technical excellence. As part
of this, the Bank's Board approved a sweeping reform of the institution's human resources policies on
April 2. The reform tackles the areas of employment, compensation and benefits, recruitment and skills
mix; but it also addresses the issues that support the development of staff which are key to the successful
renewal of the institution - a commitment to greater diversity, an emphasis on learning, a focus on
mentoring and leadership training, and effective performance management.

Another big part of the retooling of the Bank's human resources reform was the decision to
improve Bank management. Last summer. 150 managers were chosen from the Bank's pool of managers
for a limited number of managerial slots. Some 400 managers have also attended an executive
development program. Meanwhile, the Bank's cost-effectiveness effort will lead to lower costs and
higher productivity.

More Flexible Products
New Products for Borrowers Adaptable Loans - these support projects that are

In the fall of 1997, the Bank's new products implemented in stages. The first loan in a given
team rolled out the first two products created under series will be reviewed and approved by the Bank's
the Strategic Compact to make loans more flexible Board while Bank management is given the
and faster to approve and disburse; Adaptable Lending authority by the Board to approve following loans.

Loans, and Learning and Innovation Loans. Aside Interest in the program is high. The first Adaptable

from these new products. the Bank made available Loan was approved in March 1998 - $60 million for

single currency loans earlier in 1997. Also, the Bank India's power sector.

is working on a pipeline of new ideas. including the Learning and Innovation Loans -these loans have

launch of a prototype of the Global Carbon Initiative. a fixed ceiling of $5 million and will be used to test
new approaches and new% ectors. often in start-up

Responding to Change in Development Arena situations, and with new borrowers. They will be
approved by management rather than the Bank's

While the Bank is steadily unveiling new Board, (who nonetheless must be informed of the
products, it has also sped up its response to global loans.) In December 1997, the Bank approved the
economic changes and its borrowers' changing needs. first loan of this type, S4.7 million for the judicial

sector in Venezuela.

In response to the East Asian crisis, the Bank
moved quickly to address the social and financial problems in the region. A special budget of up to $25
million per annum -- initially for two years -- has been approved for this purpose.

Meanwhile, the Bank has also signaled its willingness to tackle new development issues such as
corruption and debt. The Strategic Compact's focus on partnerships and responsiveness to client needs
are both reflected in the Highlv Indebted Countrv (HIPC) Initiative. On April 7. the Bank and IMF,
along with other creditors. agreed to provide exceptional support under HIPC amounting to nearly $3
billion in debt-service relief for Mozambique. making it the sixth country to benefit under HIPC.

Corruption has also taken center stage on the Bank's development agenda. In March 1998, the
Bank issued new guidelines for Bank staff to help stem fraud in Bank-financed projects - and in client
countries more generall-

Expanding Partnerships, New Services

The Strategic Compact's emphasis on making the Bank more accessible and open to partnership
has spurred on the Bank's efforts to reach out to new partners. Recent partnerships include an agreement
in February 1998 with the World Conservation Union to create global standards on dam building and a
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partnership struck in June 1997 with the World Wildlife Fund to help conserve the world's forests and
promote their sustainable development.

The Bank is also working hard to expand its advisory role for its borrowers. A big part of this is
creating the "Knowledge Bank" - which will help developing countries to draw on the Bank's vast pool
of development expertise. At the same time, the Bank will reach out to its partners for the best
knowledge they have to offer. The Bank recently allocated increased resources to facilitate rapid
development of knowledge systems and the program is already being implemented in many areas of the
Bank's work.

Costs
A high and rising share of the Compact's overall costs will be met through a stringent program

of savings and redeployments. Net additional investment under the Compact-excluding the cost of
staff separations-is $250 million. This funding will be phased in to ensure that it is in line with the
Bank's absorptive capacity: $100 million annually in FY98 and FY99, and $50 million in FY00.
Approval of the Compact's funding will be contingent on the Board's annual review of the Bank's
budget and work program.

By FY01, the administrative budget will return to its current level, subject to demand for the
Bank's improved products and services. This goal will be met through significant increases in
productivity as well as the program of savings and redeployment, aided by a comprehensive cost-
effectiveness review.

The total cost of staff separations is projected at $100-150 million over the Compact period, with
a first installment of $60 million approved in March 1997. Separation funds will not be used where
retrainina or reassienment is an otion. nor to finance the release of poor performers. The Board will
receive full reports on the implementation of the separation program every six months.

For more information on the World Bank s Strategic Compact, go to our website at WWW.W ORLDBANK.ORG and
search lor *Strategic Compact"

Updated by External Affatrs April 1 998
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New Dogs
ModeraLe Democrats tug at the party's leash, help shape budget deal, threaten fight over trade

BY JIM MCTAGUE
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cnts In 1990s Mid- welfare-to-work bill 'ua)l a

o Mtr election and busines-unfriendly minimum-
tookg contrl of both use nf wage provision favored by lib-
Congress for the rwstt n erj giants like Sen. Edward
years, says EW ne Kamiarck who Kennedy of Massachusetts was
until a few weeks ag was Al thrown in.
Gore's semer policy adviser. m ew meo li U D O G S -

(She's now at Harvard. where r
he will run a program for the preemianty alareasin bmmnyiMele a

John F. Kennedy School of Go- * mme V D . hug a MORAN
ernment. called "Visions of n nral W . as be toond in other clvnes.
Goveranco for the 21st Ce.- do"sn'L tk like

tury ) And yet about a mle dan-dpVg 4eMUNIaW Dog 0 a liberal, but in

away, a majority of the Democ- • 4"i of carn o ca1 24 staen of the Pae hese ohdestyle hrts st cn
w Pon the soisdaietll voted witd therta on Capitol Hill believed the scnpmitss and st W of Coalition heNe hem N " e vote wk themas

party had lost that election be- ain sooal s. Mbny 199 dax e d ofd with timeo

cause its message hadn't been etPMen anterestad h *111 ahl r e "bue because OW n etonomi meeer and cm to
bbcral" WW to no ~t hn on econonu iso r ari iet

liberal enugh.l Im Vi * "*"o'y- evoWeante to anonsel "WWI WMWI e ! 70% of the timie an social Wawa.s
I a the 1996 Presidential race, ethicaL' said rude. "w chaed o by the hra Dogs and hae dg to- the Ahmn of

Clinton aenend to have Proved t They ach foscalescansbake. qn of she _ _ny- M - __ American Politics. Sclds the
the Houe members wrong. He ae nausMssnendly. tasVer ee enshve been mst locused " priately thoughtful but publicly
ran as a New Democrat against trade ad emona a 'aNo. Abit balpone h bug. Ther are pugnaciou Moran: -he Demo-
Repubican Bob Dole, sounding i Pat mn0w e consenste an soaow -mes. he been known to turn on e ra paty ha tende to ens
the baninco-Ou an_ MM so lan he New D dont Ch40%n the thhink he for redelibolMOt Of weth eX-
amaller-governiment themsn. As d w fo t ght n cusing criminal and abPon

always with the Preasad . ther - mano f eb of er i u en hy e ssines- o a" t nlke the J aRO1 of behavior, and creating entitle-
was some backslding. which atn M bimafc Ca onas o the s aa o , to oet ther the consensue wing s the ments for people instead of op-

gr"hrs ow em octe g the-s - Oge 009 nt -to P the gosi. The GOP leadersheeb cgriend G. they are less portunitie We'ye wms rafee-
brethren. For eanmple. he ve- - iet sad smomr o qa'a help to Moumt inchned to get g io 4gMS ath taM. of the New Deal - enable-

ddY ot hrMOM.5 Iab fs u other pany enewish met to give a belping baud to

clad-ac Aon laweues by tint o thecfntl. that when iS needd but not
dM6.etin lwouits : "161cal11-to avow5 long-term depea-lawyers, big contributors to his ocet on-endpn

Presidential campaign. Most o - dency."
the lawalt were nvelwd at Sin-, go A-linguish aide Kamarek: "The old Democrats love With the ecnsomy humming and the
con valley, home of the ne industnies Known as Now DOgM u a eepoes h e tckmreseueat h rsdn

theNewDemcras caist tey antto hemIrm Ue am socsily comervative jobs bat Mtae Wh employers The N~ew stock markeits exuberant. the P'r dnt
tha New Democratsa Clai they wana, to those fn W ots of jobs and good and his New Dog paek are convinced that

Cntn won the election and along ra wage but understand that te prvate

with him a small but vocal bloc of House Overcoeme bb a an s a w ad n ige iost uwil be Woed th pat
members who alas had camipagned on momentuii (or the Clinton agenda in Con- prprudene e none growth and oppotmiry, not the

rnemew h Dmcas hsmad c kaaing Or' sec~l a aacd-bd clss warfame. n9111 W thadoptnsy o h
New Democrat thenm - iske balang g e eny his ahierad. pudgn The e. Dogs were collected into a Great Society. This is why Catsn. with
the budget an using ax cut help t Pan D caucu by three House member from the assistanc of New Dogs. car.jckad

iddcan disrs Teywere areay lectdt in t "Nw Daogs are mcnomy rick than in aburban and rural districts: James the GOPs balanced-budgct and tax-cut
yuburban ditic whrb voter e lean right in what makes the eonty Moran of V r nas. Calvin Dooley of Cali. vehicles In the face of oppostion frun i-yet wee turned off by the extrem __a issue like aorUerto,- my, the mo- a HVuinorit

rhetoric ~ ~ ~ ~ ~ ~ % aLod'4hNwt igih cara of thet Hoime Daocn Cou- (orals and Thm Roome" of Indiana. why flum"la party liberals; like House mdrnrty
rhetorci asn taW with News Gingrich chai Ma ofmt th oseCu epubicanisn leader Gephardt, who fret about deep cuts

and his CATs dutring the IM9 g0Oer"sm' -ss Vie Fa"i of Cadifermua. who runm didn't they just cae oRpbiaim edrGpait iafe bu epct

CAtdown. dun nge W pack. Adds fow GOre as asae of their frustraud colleauas had in programs benefitig their traditional

asemeillyeli olagee - podas ayl-moste
2~

Cebus gm Joeph M 0-ai

ae a..n... e~ Me-.owe na ion th .. awwm annn a eg oit . i .aey. ranostri ,osean,

Mew Oemocranc r..itna sas~ als year at abouta the wdn tast 1oneaM w s ew n5 w a .a' w a .as' and Ai- rASe Newi coutry aresk a mte me fmousiny
m T OWs Oeuouats O ee tadng us to opps balCana-bidet i9te s ia ogma ae -a more ca n re hed ai el ef

and Ipenmct in o-Aft 0 aa . n- - ar a en Aenate. wiD oef oog hey -hi; . drogue, way ulmey somm." Goorea 2f"eam"",n ,A ,hy
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-onatuenta - labor. inner-city blacks "The hkely corsequence of the ciscos suburbs. "The leadershipwill try to ter Deutsch. a fiery young New Dog
and enronmentaista. sellyou, but not bite you.* from Florida. Deutsch says there's a S0.

Climnw also has loyal eupporters in the budget deal is a derade or morg of Tauscher and her New Democrat cal- 50 division in the Democrat caucus be-
Senatc. Minority leader Tom Dasehle. leagues had better gut a tatanus booster. tween old-line liberals and the centrists.
while not a card-carrying New Democrat. Denocrat Admiristrafu . ... Liberal fangs already are bared o antid- If that's true, the fast-track debate

says: "I'm very sympathetic to the DLC pation of the President's request that could leave the party divided as it moves

agenda. They have a major contribution to Gephaydt is compltly out of Congress revive his fast track" athority Into the 1968 congressional election sea-
make to the caucus and the party. I sup. to negotite trad deals, under which low, so.
port most if not all of what the DLC has step wah the tun. makers cant amend a trade pact but must Sam political snalysts would argue
proposed:' Sen. Joseph Lieberman of vote it up or down by a statucory deadline. that Clinton already has succeeded in
Connecticut. the carrent chairman of the - Dick Moms Every President since 1974 has had the transforming the -party and that liberal
Democratic Leadership Council. is a. power; Clinton's expued in 1994. Kause Democrasta just don't get it. Says
tempting to coordinsa efforts between The President needs the authority to Kainrck, the former Gore adviser: wThe

New Dogs in the House and sympathizers other day. TIhere's stl a lot of wading open the Nasta agreement to Chile and Clinton Democratic Party in 1997 Is in fa-

in the Senata so that more of the agenda about capual-gains tax breaks besefiing other South American countries. But in vor of a balanced budget. free trade, the
is enacted before the FreaidenCs term is the rick." opposing fast-track. labor unions are ar- end of welfare as we know it and a smaller

up in 200. Clnton certainly has made the connec- guing that Nafta has cost 420.000 Ameri- federal government. Then are four dra.
"Voters ratified this way of thinking ue. Th success of the economy is one can jobs. Gephardt is siding with the matic and significant changes in the image

when they elected Ronald Reagan rea- resae the public has awarded the Presi- unions, which are doing all the leg-break- of the Democrats since 1991." She pru-
dent in 19M. says Will Marshall, an dent a 61% approval rating despite ing for him. he AFL-CIO is warning De- dicts New Democrat Gore will run on
economist at the Progressive Policy Insu- Whitewater. Paula Jones. car=pen..g . mocrats who oppose labor on fast-track Clinton's legacy and prom ise to advance at
tute. a Washington think tank that sup. ance scandal$ and oe_ with some New Demorat
plies intellectuai fodder to New D'a- negative Pbci The r A Capitalists 0Ids ofhs o.
ocrats. But %ll 'this way of thinking' Cas-%arfare rhetoric re All Dick Morris, the former
continue to play weji anougn in the nW abouL the baIaed buoget MAsaning toe swIy by poiner bob leter t, The wa5 t White louse political consul-
Lion's growing suburbs. where lghtly and tax cuts ca . JouanaWNBC t en Po. the poe"ee a" adut knencwo-sOess tant, asserta that Clinton, by
regulated high-tech marketplae have dijcably from the lips of boundne of se age. iac and himeme-onwwn at leas 15,00 engineering balanced.budget
produced the best jobs? Here reside the Gephardt. who mant De- w stocks and munsl funds is svvingir hi. Fations, are i t and tax agreements. already
swing voters, who usually determine macrate believe will raise takin tL Sb ae, has sold the public on the
which party controls thb Whito House the liberal challenge to New Democrat agenda. "The

and Congress. But though their Instincts Gare for the party' nom- likely consequence of the
are right on. the Now Democrats might natio in 2000. Gephards. budget deal is a decade or
well be underesumating the rightward while not making any pro- more of Democratic Admini-

drift of the votars, who, new polls show. dictions about his polhotcal tratlons," he says. However,
are mark concerned about ups and downs future. told us he isn't an he adds. because Clinton has
on the stock tables than the Ins and outs old-time liberal ad dis- been less succesesfu in mov-

of politics. pues the DLC'a ameont of ing the party's congressional
Bob Teeter, whose polling finrm, Cold- his leftwarnd dnift. 'We're wing to the center. the result

water Corp.. z based im Ann Arbor, all New Dermocrasu.' e will be continuing control or

Mich., asked people between July 28 and says- the Congress by the GOP.
28 if they had more than &5.000 In stocks Cephardt clsmos he For one thing, Morris as-

or mutual funds. Much to Teeters aur- brings freeh solutions to a a ussf #e 18-0 0- S as* u , S20. 5.3. O. serta, "Te American people
prise. 60% of all adults answered affirma. old prnblem. which is part "M I H prefer a divided govern-

Lively. The number is astronomical be- of the New Democrat w .. - .- ment." More important:
cause It cuts across au races. sexes and mancra. He's met anti-tree "Gephardt is completely out
Income levels: 63% of the affirmative re- trade: "Everyone'a for free trade. The that the federation will openly fight them of step with the times." For this reason

spondents were white and 22% were question is. on what basir Cephardt with mnllions of dollars in television ads in he predicts Core will beat Gephardt

black; 45% were women; 39% made be- saya the debate is over whether provi- the 198 election. Disobedient New Dogs decisively for the nomination in 2000.
tween 530.000 and 50,000 a year and sione mandaang human and labor rights will be a particular target. Says AFL-CIO
15% earned under $20.000. Mutual funds, and environmental safeguards should be lobbyist Peggy Taylor; "Tey are elitist.
which have conducted similar polls. an part of any treaties- He believes they They are disparaging of some aspects of
aware of the trend, but the polhtical ram- should. trade unionism?
ifications of the numbers have been over- Whatever Gephardt ends up calling The labor federation has been calling
looked by both pai-ties. houself. he is clearly locked in a classic on freshman New Dogs to reconsder

-I don't know if many of my Demo- alpha-beta stuggle for control of the De. their affiliation. "We didn't ask the mem- HIS DIV1DED cOVERNMENT
cratic colleagues have made the conne- macratic pack. But he's heen careful thus hers to Inave the grnup" Talar rpnnrrA. ii a rontinnatin nf the nut-

tion yet." Sen. Lieberman told us the far not to tear any flash and make the "We just pointed out that they are joining come of the 199( election.

party look as ludicrous as a group with a particular ideology:' this Says Republican eder
the feuding Republicans. really where you want to be?. statesman Gerald Ford-

Though he hat, voted against The pressum appears to be working. T"The American people arm
Cilntan' legislative initia- For instance. New Dog Debbie Stabeno- philosophically more moderate than
Lives and boycotted White of Michigan. who sounded New Democrat they are extreme. Take the 1996 elee-
House ceremonies celebrat- themes when she defeated incumbent Re- tion. The American people voted for
ing bipartisan agreements. publican Dick Chrysler in 1996 but ian on Clinton because he appeared to be a

the protests largely have union money. appears to be wavering. moderate Democrat and they voted
been symbolic. He hasn't ae- Though she votd in favor of most-favored- against Pole because he appeared to be
Lively tried to thwart the nation trade status for China, a Clinton ini- too far to the right. On the other hand.
President by threatening tiative. she's likely to oppe fast-tracC -l they turned down the congressional De-
New Democrats in Congress don't intend to voe for it unless suong pro. mocrats because they are still hanging
who have joined with moder- visions on worker standards and envron- on to the old liberal Democrat philos-
ate Republicans to pas bud. mental issues are incorporated." ophy and also because they wanted a

g tax and trade legisla- New Dog Californian Robert Matsui. eheck on Clinton.'
Si. whose expertise on trade matter s s- Alvin From, the president and one of

Fso says that Gephardt spected by both parties, says the coah- the founders of the DLC. v-ently re-
always advises. "Vote your tion will splinter on fast-track. but most leased polling results showing that 56% of

district. It's your first re- of its members will side with the Presi- Democrats believe the government'a role

apossibility?" Faio. the No.3 dent. New Dog co-founders Moran and is to create opportunity. not redistribute
Democrat in the nouse, calls Duoley, a calfrnian, wiu lead the 'at.- nank-nd-mle De-o.wa aappent
that "the kind of leadership charge. Matsui predicts, along with New the President's New Democratic agenda,
you appreciate." Dog Jim Davis of Florida. Caucus mei- he said, and E7M support giving Clinton

"Nobody ever grabs you bers don't have to vote as a bloc to main- fast-track trade authority.
and prsures you." says tain membership. Ford doesn't believe the Democratic

us fThis is Lie c(f the earl qnd the Py q chapged its hilfpp -
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like Rep Barney Frak of
MassachuseUs. It is fr too
early, Frank behaves, tote if
the New Demoacrats have tra-
umpled. And ho is relietant
to acknowledge that even
Canton and Gore. despite
their numerous avowals. are
true believers of the New De-
manoatic creed. Clinton has
simply been sccnmnaating
the GOP reality. Frank says.
and the acuaI thrust of the
Democratae Party is in a diree-
tion opposite the New Demo-
crats'.

But if Frank is wrong and
Morris and From a correct and the bai- gressional District are going to sed an

saced-budget agreement has chsaged the back. But frankly, they could kiss me

Democrat Party. Cinton received help goodbye If we can't deliver a balanced-

from an unexpected qearer - House Re. budget bil.' I told them the growth of op-
pubakan porwtuty for Democrats around the coun-

Hard-le stands by the party's far try is in districts like mmne. Members kWe

lglt, which adds up to about 70 votw (the me must hse this balance of facal we-
eaxt rester of the CATS is sacr&L tended Sponsibility and social moderation. We

to mold snoderates in both parties ato a have to be for mare of the things the

cohesive and decisive force as the budgat American people want, but we also have to

and Lax debates. protect their pocketbooks. I had never

Though the GOP controls the Houe, at stood up in the caucus before. I had never

does ao by a margin of only 19 votes. The felt compelled before. plus I was the ne

chamber has 436 members - 22 Repub. kid sad I didn't think they cared what I
ians. 207 Democrats and Vermont's So- thought But I w3s really concerned we

cisLMr Berard SaMde. (Sanders vies could lose the opportunity of dispeling
Clinton's domestic policy as belag 'to the the label 'Lax-snd-speMd iberal: which

right of Richard Nixon" ad lemena. does not apply to the vast naority of
"We're seeg the merger of the am par- Demom'ala
lse into one Large, corporate party.")

The arow advantage the GOP has ui
the House. coupled with a Senate meaorky
that lacks the 60 votes neaeded to override

Pruidenteal vtm. meant that the KE GROUP CAME TO THE

revolutianes; would have to be satisfied attention of Clintoni. He met
Wt ina seukw deages. Michaed Castle wkh menbers at the White

of Delaware. who heads a group of 3040 House. Core vsted ohm

epubicn- moderates in the House. says several tims on the Hill:
ideological bekering on the ringes of and the White House

both Pies has grien modersiat of all chief of staff. Erskine Bowles, and Clin-

stnses mre a&aes in the Cengress ton's legisladve-affairs director, John

than they've had in many years - a plus HiDey, began attending the group's
for Clinton and a moderate agsada. weekly meetings, using their input to

Early in the yew Democrats in the draft a balanced-budget proposal to

use we i anmng up be" Gepasrdt to counter one offered by Republican&
oppose the balanced-biudget plan and Its Core's chief of staff. Ron Klein. says

asucipat d cuts. Had he succeeded. it Clinton and Gore lstched on to the group
would ave reproduend the same gridlock because of that support and because of
-ors 'rr"pred to rewo"t against in the th' viaw that tey will becme a piventa
1996 Lection. group in the House.

At sbout the same tu.. Moran, loe- Even some Republicans acknowledge
mer and Dooley concesved of the New De- the Now. Denocrata' aseendancy. Ob.

mocratic Coalition. Declares Faao- -rhe ees the top aide of one conservative

post of View they are trying to articulate congreassman: "TIhe New Dogs have been

always esited. but previously they had no Clint an's muscle versus Gephardt and

way to be heard. aelipt indiviually. Te have thus disarmed hM in many battles

lft of the Party was better organisedt" with the President- which has been a

A speech by Tauseher to the mau surprise. The budget battle and the
back in May is credited with sandin a China MFN vote are two prum e a-

wake-up call to her colleagues. PaIe"
Taineker says that. having gron up Demoerats in swing districts will de-

in an Irish Catholic famiy m New Jersey. terrane who conrals Congress, and that

aas genetically a Democrat She's also a gives the Now Democrats moral author-

former Wan Street trader and investment ity." aays Ed Kilgore. poktical director of

beaker. and founded ChildCare Registr. the Deiscratic National Coammcaa.

whach sells background inforiation on But, what if the group spUnters on

chd-as providas Her narrow victory fast-track, the first realy tough test of

in Caorouas was perasonaly expensaive, the New Demeerstic agenda? New Dog

She spat 51.3 milon of her awn and Jim Turner of TexMa, who is also a Blue
har husband'smoney (WMiisM Tmwebr, Dog, seems optimistic the group will

a RpAbesa. is CEO of Big Board-listed weather this Erst tag political test "The
Varstar. a campur reaslebr). ImePI eim u'd"rtand ow rue" Y

Tauscher feared the esors would turn important this effort is to the future of

ita back on the ba ee-aidget pwposal the Democratic Party. There mY be dif-

•So i stood up and aid, 'e been lue for ficultyn setect utls. But there il be

Ing that the people enm ny I an Ury I s



E. COMMENTS:

File Location Cleared By Date:

E ArhiesCaroline Anstey, qd 05/13/98

View Update History


