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			Praise for The World’s Banker

			“A sophisticated, evenhanded take on the bank’s last decade of development efforts. . . . Illuminating . . . Heartbreaking . . . [Mallaby] has produced a book chock-full of affecting vignettes, and that rarest of treats—an informed disquisition about public policy wrapped up in a fascinating narrative.”

			—The New York Times

			“The World’s Banker sets out to be a biography of Mr. Wolfensohn, but it is really as much about the rich world’s relations with the poor. Mr. Mallaby writes about this vast topic with vigor and wit, and in a tone so reasonable it makes you want to slap the people who scale office blocks to unfurl banners proclaiming that the ‘World Bank Approves China’s Genocide in Tibet.’ . . . Mr. Wolfensohn comes across as filled with ‘a roaring restless hunger to do all the things that man can do, and to succeed at all of them.’ On the negative side, he is so vain that he prefers to shout at his subordinates than share credit with them. He probably won’t like this book. But anyone else who cares about development will.”

			—The Economist

			“Sebastian Mallaby’s fascinating book on the World Bank is both timely and an excellent read. . . . [Mallaby] has a talent for brilliant writing and penetrating analysis. . . . He brings to the book . . . an ability to tell his tale engagingly and with copious amount of the kind of ‘inside’ gossip that enlivens the pages of his newspaper. . . . Whoever succeeds Mr. Wolfensohn needs to read this masterly book.”

			—Jagdish Bhagwati, Financial Times

			“A fascinating, lively account of a man and an institution grappling with the mammoth challenges of poverty, development, and global politics. Sebastian Mallaby’s finely etched tale is both troubling and inspirational.”

			—Robert Kagan

			“Sebastian Mallaby, one of the most clear-eyed writers of his generation, has done something brilliant with The World’s Banker. In a book that grips the reader to the last page, he has used the oversized character of World Bank president Jim Wolfensohn to provide a piercing look at world poverty and the West’s ceaseless and sometimes contradictory experiments in fighting it.”

			—David Marannis

			“Sebastian Mallaby has done the impossible. He’s written a book about global poverty that is an utterly compelling read. Mallaby uses the larger-than-life figure of James Wolfensohn and his presidency of the World Bank to tell the tale. There’s intrigue, gossip, color, and humor all mixed in with high intelligence. But throughout there is also a deeply felt desire to do something for the world’s three billion people who live on less than two dollars a day. In writing this wonderful book, Mallaby has helped shine a light on what should be the great struggle of our times.”

			—Fareed Zakaria

			“This readable book is much more than a portrait of a contradictory and complex character. It also offers a provocative account of Wolfensohn’s two five-year terms . . . that bookmark an intense period of change in the World Bank’s sixty-year history. . . . The World’s Banker is an engrossing story. At its heart is a fascinating character and a lively retelling of the tortured history of an important institution that almost no one understands.”

			—BusinessWeek

			“The World’s Banker is a riveting portrait of the World Bank and its mercurial president of the past ten years, James Wolfensohn. . . . Mallaby’s book may well be the most hilarious depiction of a big organization and its controversial boss since Michael Lewis’s Liars’ Poker.”

			—Rahul Jacob, Financial Times Weekend Magazine

			“With a bright, breezy . . . and assured style that reflects his years at The Economist, the author takes the complex and (let’s admit it) potentially excruciating topic of the World Bank and makes it accessible to the general reader. . . . It is to Mr. Mallaby’s credit that his readers, like the developing countries the World Bank was designed to assist, will be left asking for more.”

			—The New York Sun

			“I wonder if Sebastian Mallaby had Stevenson[’s Dr. Jekyll and Mr. Hyde] in the back of his mind when he was writing this book, for the World Bank President James Wolfensohn he portrays here appears to be almost exactly 50 percent Jekyll and 50 percent Hyde. Wolfensohn/Jekyll is the irresistible charmer seen at his vacation home in Jackson Hole, Wyoming, who can turn bitter foes into best friends (or at least ‘frenemies’) with a single shot of his charisma. Wolfensohn/Hyde is the intolerable monster seen on Wall Street and in Washington, whose egocentric tantrums have just the opposite effect. The moral of Mallaby’s story is that Wolfensohn’s presidency of the World Bank would have been more successful had Dr. Jekyll been in sole charge. But that may underestimate the usefulness of Mr. Hyde. . . . Wolfensohn’s career is an astonishing story in its own right, and Mallaby, an accomplished British journalist who is now a Washington Post editorial writer, tells it well.”

			—Niall Ferguson, The Washington Post Book World

			“A well-researched piece of reportage . . . The World’s Banker is a dishy account of the intramural struggles of Wolfensohn and the other demigods of global development upon whose efforts the fate of millions may depend.”

			—San Francisco Chronicle

			“What the author accomplishes in The World’s Banker is extraordinary: Mallaby has transformed the recent history of the World Bank into a page turner.”

			—Richard Adams, The Guardian

			“A swiftly moving tale of what goes on behind the vaults at the World Bank, an institution led by a vigorous, cantankerous and polarizing boss. . . . Mallaby takes a breezy, human-interest approach to all of this, as seems fitting with such a larger-than-life ‘outsized character pitted against outsized problems.’ But what is best about this very good work is not its high-flying characters, well handled though they are, but its enthusiastic effort to personify the World Bank. . . . A worthy essay in institutional dynamics as much as financial history and international development.”

			—Kirkus Reviews (starred review)
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			PREFACE

			THE PRISONER OF LILLIPUT

			I DIDN’T WRITE THIS BOOK to pick an argument. I wrote it for the romantic match between the two main characters. On one side there is Jim Wolfensohn—screamer, schemer, seducer; Olympian, musician, multimillionaire; by no means a saint but by any standards a fantastic force of nature. On the other side there is “development,” an umbrella term for humanity’s most intractable headaches—ignorance, illiteracy, malnutrition, AIDS—the toughest challenges of globalization. As president of the World Bank since 1995, Jim Wolfensohn has grappled with these challenges, an outsized character pitted against outsized problems. I wanted to write a book that followed Wolfensohn through the villages and capitals where he fought his battles, and to see what larger truths those battles illuminated.

			The persistence of extreme poverty has fair claim to being the greatest outrage of our times, and the World Bank is the main instrument that rich nations have to fight it. We live in an age when millions of people die because they were born in the wrong place: one section of humanity enjoys $2 lattes and disposable cameras; the other section lives on $2 a day and appears itself to be disposable. It costs $2.50 to buy a bed net to keep out malarial mosquitoes, but the United States, which spends more than $9 billion on movie tickets annually and lands rockets on Mars, somehow can’t get bed nets to the African children who die from malaria at a rate of roughly two per minute.1 What struggle is more noble than the battle against this waste of human lives? Jim Wolfensohn feels this with a consuming passion: “It’s all I think about,” he said, early in his tenure; “I wake up in the morning thinking about it and I go to bed thinking about it.” And yet, what struggle is more difficult either? More than any other institution, the World Bank has strived to understand the challenge of development: to create a delivery mechanism that can turn a sliver of the rich world’s wealth into progress against poverty.

			The World Bank was conceived six decades ago, along with the International Monetary Fund, when Franklin Delano Roosevelt and his allies were engaged in mortal combat with Germany and Japan. The founders’ purpose was twofold: to relieve human suffering, certainly, but at the same time to control the economic chaos that threatened the rich world’s security. The hyperinflation and mass unemployment of the interwar period had fueled the rise of fascism and communism in Europe: desperation had led to desperate isms. The International Monetary Fund was meant to head off a repetition by fighting currency crises; the World Bank had a broader mandate to develop broken-down economies. As the world changed, the Bank’s functions evolved, but its role in international-security strategy has persisted. With the onset of the cold war, the Bank’s mission was to prevent Latin Americans and Africans and Asians from joining the Soviet column. In the new age of terror, the Bank’s efforts in the poor world offer the best chance of preventing the proliferation of failed states that serve as havens for terror. Meanwhile poverty is the vector for other threats to our security—global diseases, drug trafficking, and environmental degradation—which can thrive unchecked in desperate countries. In Kosovo, in East Timor, in Afghanistan, and to a lesser extent in Iraq, the World Bank has also emerged as a key player in the nation-building efforts that have become a feature of the past decade.

			The World Bank is a strange kind of a bank, extremely good and frustratingly bad, not unlike its president. It lends money to poor countries—some $20 billion a year—but its real importance lies in its influence over the developing world’s policies. In the words of one critical account, the Bank has “more to say about state policy than many states,”2 and while that goes a little far, the general point is valid. The Bank’s ten thousand professionals form the brightest concentration of development thinkers anywhere, and they combine brain power with practical experience; they spend years in the toughest corners of the earth, fighting to get children into schools or water into villages. In many poor countries, World Bank economists drive government strategy on everything from AIDS to civil-service reform to macroeconomic policy. Other big aid donors—the United States, Japan, and the leading European powers—can be influential, too. But the Bank is almost always in the lead, partly because a multilateral institution is best placed to coordinate rival flag-waving programs, but mostly because the Bank’s analytical machine has more intellectual juice in it.

			Jim Wolfensohn came to the Bank with his own kind of juice, and the mix has been explosive. He grew up in Australia, represented his country at the 1956 Olympics, then went to Harvard Business School. He became a master deal maker in the City of London and on Wall Street, leading the rescue of the Chrysler car company in 1979 and amassing a fortune of well over $100 million. He chaired New York’s Carnegie Hall and Washington’s Kennedy Center for the Performing Arts while running his own firm, and he performed concerts himself alongside the world’s best musicians. He had a swashbuckling energy that took the World Bank by storm, lifting it out of a dark time when it was surrounded by critics of both left and right who called for its abolition. But the Bank is a proud institution, and its formidable technocrats did not always take kindly to Wolfensohn’s high-voltage style. And so there followed a titanic clash: in one corner, a plutocratic financier who always got his way; in the other, a phalanx of superqualified experts with years of development experience. It was unstoppable force versus immovable object, and both sides finished up in unexpected places.

			There could scarcely be a better time to tell this story, for however excellent the Bank’s professionals, and however vital their mission, the World Bank shares the fragility common to most multilateral institutions. We veer between contempt for international bodies—the United Nations, the International Monetary Fund, and likewise the World Bank—and unrealistic pronouncements on what they ought to do: forge peace, banish financial instability, lift every person out of poverty. It has become commonplace to say that our global institutions are not up to the challenge of our unprecedented global interdependence. But the reason for this mismatch lies partly in our schizophrenia. Sometimes we pour scorn on the Bank and other international bodies, and starve them of resources. Sometimes we talk as though they must have superhuman strength, and we lumber them with impossible objectives.

			When President George W. Bush took office, it was the contempt that seemed most threatening. In 2001 and 2002, the Bush Treasury assailed the Bank with a mixture of aggression and plain ignorance, as this book will describe later. In early 2003, the Bank was left out of the planning for Iraqi reconstruction by the Pentagon, even though it had valuable experience from other nation-building exercises. The Pentagon’s attitude did not prevent the Treasury from attacking the Bank for doing too little in Iraq; days after Jim Wolfensohn visited Baghdad in the summer of 2003, and days before a World Bank expert was killed by Iraqi insurgents, The Wall Street Journal published an editorial broadside about the Bank’s lack of involvement in the country. Throughout this period, the very idea of the international system was called into question; some parts of the administration believed we lived in a unipolar world—that the United States was the international system. The unipolar fantasy is a trap, for it is only in military matters that American power is overwhelming. In the economic realm, the United States is the leading power, but it is not the only power; it depends on foreigners to open up trade, to prime the pump of global growth, and to provide the savings that pay for the federal government’s spending habits. In other fields—the ones that occupy this book—the limits to American dominion are even more pronounced. You cannot fight AIDS or migration or environmental challenges unilaterally.

			By 2004, the setbacks in Iraq had made the limits to American power obvious, and the contempt for international institutions had faded. In the meantime, however, multilateralists sometimes made the opposite mistake, insisting that the World Bank should tackle poverty as though by magic. The roots of this magical unrealism are understandable: When you know that Africans die for want of $2.50 bed nets, you want to yell and scream that the problem must be fixed; surely all you need is will and money? But those ingredients are sadly not enough. To get bed nets to children, you need a distribution network run by competent people; you need systems for handling the finances involved; you need peace where the children are living; and it helps if parents and health workers have not been carried off by AIDS or war or famine. The World Bank can make advances against poverty, as this book will describe; anybody tempted to dismiss development as hopeless should remember that between 1990 and 2015, the world is likely to halve the proportion of people who live below the $1-a-day line. But it doesn’t help to set ambitious humanitarian targets if meeting them is going to be impossible. The world has committed itself, for example, to reaching a set of targets known as the Millennium Development Goals, which include universal primary school enrollment and a two-thirds cut in child mortality. When those goals are not met, the World Bank and other development agencies will be branded as failures. The critics of the multilateral system will be back, their contempt more poisonous than ever.

			The Bank is large, lavish, and has lasted sixty years; it may seem outlandish to suggest that it is vulnerable. Yet it is not just our schizophrenia that threatens its future; the Bank is under constant attack from feisty nongovernmental organizations (NGOs) that ought to be its natural allies. At first sight this is paradoxical: the Bank’s combination of powerful minds and noble motives is glorious, or at least ought to be; this book will introduce you to the dedicated pros who flew into war-torn Bosnia on military transports, who battled poverty amid Indonesia’s revolution, who thought up new ways of combating human suffering in Africa. And yet, if the World Bank is unpopular, it is not difficult to see why. In large parts of the world it has promised heaven and left people in hell: 3 billion people, or half of all humanity, continue to live on less than $2 daily. Its intellectual dominance has made it arrogant, fueling the resentment of NGOs that feel locked out of the big decisions on development. Encased in their palatial headquarters in Washington, observed at their annual meetings hobnobbing with global finance’s A-list, World Bankers have been too easily portrayed as pin-striped pointy heads, cut off from the real problems of the world’s poorest people.

			The clash between the Bank and NGOs ought to concern all of us, because the Bank may not survive it. Over the past decade—the first Internet decade—it has been fashionable to predict upheaval in the business world: noisy, nimble, entrepreneurial upstarts, with flat structures and low overheads, would destroy the lumbering hierarchies of the old era. But the triumph of the nimble is actually more a public-sector thing, and I believe it is a worry. In many of the world’s rich capitals, and especially in Washington, public policy is decided by a bewildering array of lobbies and interest groups and advertising sneak attacks, and generally by people who campaign single-mindedly for narrow goals: benefits for veterans, subsidies for farmers, tax loopholes for businesses. A similar army of advocates pounds upon the World Bank’s doors, demanding that Bank projects bend to particular concerns: no damage to indigenous peoples, no harm to rain forests, nothing that might hurt human rights, or Tibet, or democratic values. These constant NGO offensives tie up the World Bank, frequently disabling its efforts to fight poverty; despite their diminutive stature, the Lilliputians are winning. Unless we wake up to this danger, we will lose the potential for good that big organizations offer: to rise above the single-issue advocacy that small groups tend to pursue, and to square off against the world’s grandest problems in all their hideous complexity.

			So if the first threat to the multilateral system lies in our alternating bouts of millenarianism and contempt, a second one hides in the cacophony of our advanced democracies. I encountered this problem in May 2003, on a visit to East Africa. The World Bank was promoting a dam near the source of the river Nile, at a beautiful spot called Bujagali. Western NGOs were in revolt: the International Rivers Network, based in Berkeley, California, proclaimed that the Ugandan environmental movement was outraged at the likely damage to the Bujagali waterfalls, and that the poor people near the site would be uprooted from their land and livelihood. The activists’ resistance had tied up the Bank for several years, delaying a project that would get electricity to clinics and schoolrooms that lacked lights and to industries whose productivity was wrecked by a lack of reliable energy. It is true that the Bank has a bad history with dams, backing schemes that have harmed both people and the environment, so journalists based in America or Europe often believe the NGOs’ charges without being able to check them. But now I was in Uganda, a few hours’ drive from the proposed dam, so I called up the Berkeley activists and asked for some advice. Who ran this Ugandan environmental movement that was so outraged? Where were these villagers who would be cruelly dislocated?

			Lori Pottinger, the International Rivers activist who led the Bujagali campaign, was not exactly forthcoming. Her local counterparts were preoccupied, she said; and snooping around the villages at the Bujagali site would get me into trouble with the Ugandan authorities. I tracked down the environmental group that she worked with anyway, and telephoned the office; I was invited to come over straight away, and the group’s young director sat me down in his office and plied me with leaflets and reports, which gratefully acknowledged the sponsorship of a group called the Swedish Society for Nature Conservation. After half an hour of conversation, I asked the question that really concerned me: What kind of organization was this?

			“This is a membership organization,” I was told.

			“How many members?” I asked. My host kindly got up and rummaged about in his desk, returning with a blue notebook.

			“Here is the list,” he said triumphantly. I looked. Uganda’s National Association of Professional Environmentalists had all of twenty-five members—not exactly a broad platform from which to oppose electricity for millions.

			My next move was to visit Bujagali. I hooked up with a Ugandan sociologist who knew the region well, and who promised to translate for me. At a little cluster of buildings on the edge of the dam site, she stopped and checked in with the local government representative; far from threatening to call the cops, he grinned and climbed into the car with us. For the next three hours, we interviewed villager after villager, and found the same story; the dam people had come and promised generous financial terms, and the villagers were happy to accept them and relocate. My sociologist companion said maybe we had sample bias; we were interviewing men, who might be only too willing to spend cash compensation on booze, leaving their families with nothing. So we interviewed some women, too, and they offered the same pro-project line. The only people who objected to the dam were the ones living just outside its perimeter. They were angry because the project was not going to affect them. They had been offered no generous payout, and they were jealous of their neighbors.

			This story is a tragedy for Uganda, since millions of Ugandans are being deprived of electricity—deprived by Californians whose idea of an electricity “crisis” is a handful of summer blackouts. But it is also a tragedy for the antipoverty fight worldwide, since projects in dozens of countries are being held up for fear of activist resistance. This would not happen if American and European politicians could tell good NGOs apart from unreasonable ones, and could close their ears to unjustified complaints. But this apparently is hard: time after time, malicious Internet-enabled groups make scary claims about the iniquities of Bank projects, and the government officials who sit on the Bank’s board believe them. In the face of this pressure, the Bank is often forced to go to absurd lengths to prove that its projects will do no harm—even commissioning, in the case of one project I will describe, an environmental and anthropological study that ran to nineteen volumes. Small wonder that the Bank is attacked for being maddeningly slow. It is indeed slow, but the reasons lie mainly outside it.

			With great fireworks shows of energy, Jim Wolfensohn has fought to rejuvenate the Bank; the battle has been messy. He has shaken the institution by the hair, booting almost every senior manager out of the door, and recasting the Bank’s structure and mission. He would stroll down the Bank’s corridors in the early days and accost a random official—“I’m surprised you’re still here!” he’d say, leaving the unfortunate target to wonder whether it was time to start clearing out his office. And yet, under Wolfensohn, the Bank has made headway. In the Balkans, it has demonstrated that it can be a marvelous tool of Western strategy; in Uganda, despite the frustrations of the Bujagali dam, it has helped to lift one in five people out of poverty; all over the world, the Wolfensohn Bank has opened up the development agenda to new players and subjects. But for all Wolfensohn’s ferocious personality, there are limits to what he can achieve. He cannot succeed—nobody can succeed—unless the rest of us wake up to the Lilliputian menace and contain our tendency to oscillate between contempt for multilateral outfits and excessive expectations. I have recounted Wolfensohn’s struggles mostly for the joy of the story, but also to show why, if the World Bank is worth criticizing, that’s because it’s so well worth defending.

			Jim Wolfensohn is the most ambitious man I know, and the Bank is the most ambitious institution. A dreamer who wants to do everything in the world stands atop an organization that wants to change everything within it. We live in an era of technologists who shrink the globe and biologists who clone species and a superpower that seeks to remake the Middle East in its own image. Surely Wolfensohn’s story is a sort of saga of our times? It is a tale of ambition multiplied by ambition, and of ambition’s limits.

		

	
		
			CHAPTER ONE

			A TALE OF TWO AMBITIONS

			ON FRIDAY, SEPTEMBER 14, 2001, President George W. Bush led a televised prayer service in Washington’s National Cathedral. He invoked the heroes of three days before: inside the World Trade Center, a man who could have saved himself had stayed and died beside his quadriplegic friend; a priest died giving the last rites to a firefighter; two office workers, finding a disabled stranger, carried her down sixty-eight floors to safety. We feel, said the president, what Franklin Roosevelt called the “warm courage of national unity.” And he spelled out the next steps. “Our responsibility to history is already clear: to answer these attacks and rid the world of evil.”

			Meanwhile another memorial service was under way in another part of Washington. In what passes for the capital’s business district, two blocks west of the White House, two thousand people gathered in the glass-fronted atrium of the World Bank’s headquarters. In an institution with employees from more than a hundred countries, including a large number of Muslims, the attacks of September 11 had induced a trauma of a special kind. Along with the fear felt by everyone in Washington—that more and nastier attacks might follow soon—there was the fear that life in the United States would become less secure for people with Pakistani or Saudi or Afghan passports. And there was the fear—which only grew as the president’s rhetoric evolved—that friends and family abroad could somehow find themselves on the wrong side of a new global divide—the side that President Bush now classified as “evil.”

			The World Bankers gathered in the atrium, where the walls rise, cathedral-like, thirteen stories above the marble floor to a roof composed of glass; and where, in place of the baptismal basin and Christian inscription, there is an internal lake fed by an internal waterfall, and a sign proclaiming, OUR DREAM IS A WORLD FREE OF POVERTY. The staff packed into this atrium, displacing the kiosk displays on work stress and business communication that often furnish its vast space, and watched their president face them from a stage: a silver-haired, barrel-chested, twinkly eyed man—a sort of Santa Claus without the beard and costume. “I am not a preacher and I surely don’t represent all the religions here,” the president began, “but in this room we have a microcosm of the world. We have one hundred forty nations. We have Christians and Muslims and Jews and Buddhists and Sikhs. . . . We as a family can be a light for each other and for our community and for the world, because we are charged with the most significant challenge of all: to relieve poverty, and to improve the lives of our fellow men, and give our children a chance for peace and hope. . . . Ours is a noble task,” he added.

			To relieve poverty and so create a space for peace: Over the next few weeks James Wolfensohn, who is more of a preacher than he allows, built upon this theme, offering a response to 9/11 that contrasted markedly with President Bush’s promise to “rid the world of evil.” In Wolfensohn’s view,1 an understanding of the terrorist attacks began with the big picture: In a world of 6 billion people, half lived on less than $2 per day, and a fifth subsisted with not even a dollar. In the next twenty-five years, moreover, the world’s population would swell by a further 2 billion, and all but 50 million of these would live in poverty-afflicted countries. Even if no simple link existed between poverty and terrorism, these population numbers surely meant something. In a world with so much poverty, you couldn’t just identify a few pockets of terrorism and vow to root them out. Security lay in bringing the excluded in, not in dividing the world into two camps and rooting out the evil one.

			In the past, Wolfensohn would say, you might have overlooked this link between security and poverty. For the fortunate fifth of the world’s people, who lived in the countries with four-fifths of the world’s income, it had been possible to imagine that a wall separated “them” from “us,” that sheer distance—psychic, geographical, or otherwise—could insulate us from the billion people who lacked drinkable water, or the women who perished in childbirth at the rate of one a minute. But after September 11, it was time to realize that global poverty had global reach, whether because it created the failed states that nurtured terrorists, or because it incubated disease, environmental damage, and migration pressures. “There is no wall,” Wolfensohn declared. “We are linked by trade, investment, finance, by travel and communications, by disease, by crime, by migration, by environmental degradation, by drugs, by financial crises and by terror.”2

			If the rich world was going to get serious about fighting global poverty, there was no doubt that the World Bank would lead the effort. It was a presence in almost every poor country in the world, supplying around $20 billion in loans a year, for projects ranging from irrigation systems to anticorruption efforts, from AIDS control to a victorious campaign against river blindness in Africa. The Bank’s money, moreover, was just part of its significance; more than any other institution in the world, it understood the complex web of influences that keep people poor, and it set the intellectual agenda for other development agencies. Its ten-thousand-strong staff combined raw brain power with practical experience of four continents. It advised developing countries on which problems they should tackle and how they should proceed, spreading the lessons from these efforts around the world, so that Madagascar might learn from Thailand or Tunisia. Every time the rich world’s leaders confronted global problems—whether it was AIDS or female illiteracy or environmental pressures—they turned instinctively to the World Bank. Now, in the wake of 9/11, they were bound to do so once again, and with a new sense of urgency.

			Reacting to the new challenge of terror, President Bush had invoked Franklin Roosevelt. In setting forth his own reaction, Wolfensohn was invoking Roosevelt as well, even though he never mentioned him.

			•   •   •

			THE WORLD BANK was conceived six decades before the terrorist attacks, in the teeth of another violent threat to American security. In December 1941, scarcely a week after the Japanese assault on Pearl Harbor, Roosevelt’s long-time friend and treasury secretary, Henry Morgenthau, commissioned a blueprint for the postwar economic order. Morgenthau was incapable of designing such a thing himself—he was a gentleman-farmer, not a financier—so he turned to Harry Dexter White, a driven, brilliant Harvard PhD whose service was later rewarded with persecution at the hands of Senator Joseph McCarthy. White’s brief was nothing less than to prevent another war, and to do so by forestalling the kind of economic storm that had brought about the current one. As Morgenthau put it a little while later, “all of us have seen the great economic tragedy of our time. We saw the worldwide depression of the 1930s. We saw currency disorders develop and spread from land to land. . . . We saw unemployment and wretchedness. . . . We saw bewilderment and bitterness become the breeders of fascism, and, finally, of war.”3

			White’s first priority was to prevent more such “currency disorders.” The postwar economic system would be anchored by the gold standard, which would shield commerce from the twin evils of exchange-rate shocks and inflation. If this system came under pressure—if a balance of payments deficit exhausted a nation’s gold reserves—a new international lender of last resort would bail the country out rather than leaving it to devalue. This new bail-out lender ultimately took shape as the International Monetary Fund, which today stands across the street from the World Bank in Washington, and which still fights financial crises from Argentina to Turkey. But White’s creativity did not stop there. He also conceived the idea of a new public bank that would promote the rebuilding of Europe, so ending the “unemployment and wretchedness” that Morgenthau lamented. At first, the new institution’s proposed name—the “Bank for Reconstruction of the United and Associated Nations”—made no reference to the plight of developing countries. But a member of White’s team suggested that this bank could play a role beyond the reconstruction of Europe. In a memo circulated in November 1943, the words “and Development” were inserted after “Reconstruction” in the title.4

			Without World War II, and the extraordinary leverage that it afforded the United States, White’s plans might have faltered. His main ally abroad was John Maynard Keynes, the preeminent economist of the time, who was then advising Britain’s Treasury. Keynes agreed with the outline of the American ideas, but he disagreed on the detail. He took a dim view of White’s proposal to convene an international conference to discuss plans for a new world bank; observing that forty-four governments would come, he warned of “the most monstrous monkey-house.”5 But White insisted on the gathering, and Keynes swallowed his distaste: he knew that Britain depended upon American support, both economic and military. In July 1944, when the Allied forces had still not broken out of their Normandy beachhead, several hundred delegates convened in the sprawling Mount Washington Hotel in Bretton Woods, New Hampshire.

			Even then, the creation of an international bank was by no means certain. The conference invitation proclaimed currency stabilization as the primary goal; creating a bank for reconstruction was a secondary objective.6 Keynes headed the commission charged with discussing the potential bank’s design; he liked the idea of a fresh source of reconstruction funds for Europe, and saw no positive harm in lending whatever might be left to Latin America or India. After a few days of deliberation on whether the new creation might best be termed a “corporation” rather than a “bank,” a drafting committee drew up the Bank’s Articles of Agreement, opening the way for the long process of amendment. On the last day of the conference, the Soviet delegation demanded five changes—an affront that in retrospect seems doubly irksome, since the Soviets subsequently refused participation in the Bretton Woods institutions. But the Soviets were contained. The drafting was finished. And the conference ended with an agreement on a new International Bank for Reconstruction and Development to work alongside the International Monetary Fund.

			The link between security and poverty had been stressed throughout the conference. As White said to his colleagues, “There is nothing that will serve to drive these countries into some kind of ism—communism or something else—faster than having inadequate capital.”7 But White, like Keynes, was thinking of economic misery in Europe rather than in the developing world; at most, both men regarded development as a useful rationale for the Bank once reconstruction was over. In this, they reflected the spirit of their times. Poverty was even worse then than it is now: in India, life expectancy for the poor was twenty-five years, and 90 percent of the population aged ten or older was illiterate.8 But this was seen as a fact of life rather than an urgent challenge. In 1948, Paul Samuelson published the first edition of his classic economics textbook. It contained less than three sentences on development.9

			And yet, even in the 1940s, it was easy to see how time would soon expand the economists’ horizons. The link between security and poverty logically applied to developing countries as well as the developed ones; and the statesmen of the time could see this. “The economic health of every country is a proper matter of concern to all its neighbors, near and distant,” said the message read out to delegates at the start of the Bretton Woods conference; “there is no wall,” it might just as well have stated. That message—a premonition of Wolfensohn’s response to twenty-first-century terror—came from none other than Franklin Roosevelt.

			•   •   •

			JAMES DAVID WOLFENSOHN knew all about walls: he had spent his life crashing straight through them. He was born on December 1, 1933, and grew up in a modest suburban apartment in Sydney, Australia. His parents had emigrated from England during the Depression, and later helped to resettle the flood of fellow Jewish émigrés who arrived in Australia during and after World War II.10 His mother, Dora, was a musician, and sang every week on the radio; his father adored music, too, and the young Wolfensohn took piano lessons. The parents lavished attention on their two children, and especially their son, who was ten years younger than his sister and so almost an only child. Wolfensohn remembers himself as “pudgy, a very fat little boy. I was indulged by my parents, spoilt probably, and I ate far too much chocolate.”11

			This indulgence was mixed with something else—something that instilled in the young Wolfensohn a vast and raw ambition. There was a scent of disappointment in the home, of financial stress and thwarted aspiration. The young boy’s father—Hyman Wolfensohn, known universally as “Bill”—was proud and intellectual and profoundly frustrated. Early in life, he had studied medicine in London, but his plan to become a doctor had been interrupted by World War I. Later he had begun a law degree, but was distracted from his studies by James Rothschild, a scion of Europe’s great banking family, who hired him as his private secretary. Bill Wolfensohn thrived in the service of the Rothschilds, and accumulated enough savings to set off on his own; he moved his family to Australia in search of independent fame and fortune. But by the time his son was entering his teens, Bill Wolfensohn’s quest had clearly failed. He had lost the money he had made in London, and had discovered how much harder it was to prosper when severed from the Rothschild name; the small business consultancy he ran made barely enough for the family to survive on. Cut off from his native Europe, Bill Wolfensohn brooded on the far fringe of the world. He lived in a state of financial worry, having rubbed shoulders with plenty. He rued his lowly professional status, having once aspired to join both the medical and legal priesthoods. He could not live his life again. But he was determined that his son should not repeat his errors.

			Half a century later, Jim Wolfensohn still remembers the extraordinary paternal expectations of his youth. He was shoved through his early school years, jumping ahead two grades; when a famous tennis coach suggested that he interrupt his schooling to train for international tournaments, his father wouldn’t hear of it. Somewhere in his mid-teens, the pressure grew too much; having entered Sydney Boys High School as a star student, he matriculated four years later with the lowest grades you could get while still qualifying for college. In his first year at university, he failed all his subjects and felt miserable.12 He was plump, teased by his older classmates, ignored by the girls. His only success was to land a string of leading roles in the Gilbert and Sullivan comic operas. He sang the female parts because his voice had not yet broken.

			Isolated, unhappy, and unsuccessful: by an irony familiar to parents, Bill Wolfensohn was turning his son into a facsimile of his own frustrations. But after the low point of that first university year, Jim’s fortunes bounced back. He found a mentor in the form of Julius Stone, a family friend and eminent law professor. Stone invited Jim out to his country house on weekends, and the young man helped to lay cement paths in the garden while the grand professor offered advice on organizing note cards and other tricks of academic life. When Wolfensohn returned for his second year of university, he had gathered enough confidence for his innate ability to show through. His studies started to go better, and he won a place in the university air squadron, an achievement that conferred alpha male status. It was a mark of his new popularity that, as he was watching the university fencing team practice on the veranda by the tennis courts one day, the captain called out to him. A member of the squad had fallen sick; would Wolfensohn like to stand in the next day at the national championships?13

			The way Wolfensohn tells it, he did not know how to hold a sword, and he could not even afford the train ride to the tournament. He went home to his father, who liked the idea of his son winning a sporting accolade without the distractions of training, and the family scraped together the money for the train ticket. On the way to the tournament, Wolfensohn and his teammates worked out a code; the drop of a handkerchief would be a signal for Wolfensohn to charge at his opponent with his sword extended. It made little difference, since Wolfensohn lost all his bouts. But he had discovered a sport that he adored. As he completed his studies—including the graduate law program that his father urged on him—his fencing went from strength to strength. Five years after his debut, he represented Australia in the Melbourne Olympics of 1956. Two years later he became Australia’s team captain.

			If the suburban apartment in Sydney was not an obvious springboard for international fame, the Olympics made up for that. Fencing taught Wolfensohn that he could compete on a grand stage. The year after his Olympic appearance, the youth who had flunked his first year of university applied for a Rhodes Scholarship to Oxford; when the Rhodes Trust turned him down, he applied to Harvard Business School and was accepted. He called Australia’s minister for air, Frederick Osborne, and used his exceedingly modest status as a member of the university air squadron to talk his way into a free seat on a London-bound air force jet; “Fred thought the request was so preposterous he granted it,” Wolfensohn said later.14 In London he begged a steerage-class passage on the Queen Elizabeth from a benevolent uncle and set sail for New York, where another relative took him in and bought him a cheap radio. He arrived at Harvard broke but excited. “I was too stupid to know I was poor,” he later told one interviewer.15

			Wolfensohn’s difficulties in the United States were not only financial. He faced a cultural challenge, too: his first day at Harvard he met a woman who, learning of his Australian origin, complimented him on his newfound mastery of English. The goading pressure of his father was still there; during his years of study at Harvard, Bill Wolfensohn wrote to him every single day, even though he usually had nothing to report beyond banal everyday details.16 To survive financially, Wolfensohn and an Irish buddy set up Teddy’s Laundry Service, which serviced the future chief executives in the management program at Harvard. The young entrepreneurs went around on a crummy bicycle, which they had picked up for a few dollars; in a neighborhood notorious for bike theft, the laundry service’s official steed never attracted thieves’ attention. The laundry business yielded enough money for Wolfensohn to go out occasionally, and he sometimes bought admission to rehearsals of the Boston Symphony Orchestra for 25 cents. At one of those rehearsals, he got into conversation with Elaine Botwinick, a Wellesley student who shared his love of Judaism and music. They married in New York in November 1961, and Elaine’s father held a reception for the couple at the Waldorf-Astoria hotel. Afterward the young Wolfensohns set off for a honeymoon in Malaga, a Spanish resort, where Jim had found a bargain-rate hotel. On arrival he discovered to his surprise that Malaga is freezing in the winter.17

			•   •   •

			ON THE LAST WORKING DAY of the Bretton Woods conference, July 21, 1944, a delegate rose to emphasize the curious quality of the World Bank: “It was accidentally born with the name Bank, and Bank it remains, mainly because no satisfactory name could be found in the dictionary for this unprecedented institution.”18 The Bank would take no deposits, unlike a normal bank; it would obtain its seed capital from founding governments,19 then use this collateral to raise extra cash by issuing bonds on Wall Street. The Bank would lend the money at a slightly higher interest rate than it paid the bond holders; the resulting profits would cover the cost of staff and other overheads and perhaps yield a small surplus. In the ensuing years, this surplus served to expand the Bank’s capital base, a process that was accelerated from time to time by capital injections from shareholding governments. The stronger the Bank’s capital base grew, the more bonds the Bank could issue and the more the Bank could lend. Lending duly grew at an impressive clip throughout the Bank’s first decades.

			The Bank’s governance structure was unusual, too. Its founding governments appointed representatives to sit on the Bank’s board. But, unlike at the United Nations, the Bank’s professional staff asserted considerable independence. The first president, Eugene Meyer, battled the board’s intrusions, and six months later he resigned;20 his successor took the job on condition of the board’s subordination. From then on, the board had the power to vote on loan proposals, but the staff retained control over what to propose; even then, the board’s design saved the Bank from the woes of other multilateral institutions. There was no one-country, one-vote system, like the one adopted for the UN General Assembly at the San Francisco conference in 1945. Instead, each country’s weight on the board reflected its contribution to the Bank’s capital, giving the United States and its allies a firm grip on all decisions.

			Having brought the board under control, John McCloy, the Bank’s second president, signed off on the first loan, to France for reconstruction. The request for $500 million arrived as a letter attached to an outline of the government’s reconstruction plan. It explained that $106 million was needed for equipment, $180 million for coal and petroleum products, and $214 million for raw materials such as animal fats and copper. The Bank’s fledgling staff was thoroughly flummoxed. “Nobody knew where to begin,” one official recalled. “We were inexperienced. We didn’t know what kinds of questions to ask, what kind of investigation to make.”21 In May 1947, the Bank agreed to half the $500 million requested, and went on to make more reconstruction loans—to the Netherlands, Denmark, and Luxembourg.22 But the Bank’s efforts were soon swamped by the much bigger Marshall Plan, launched a month after the French loan. Sooner than it had expected, the Bank’s original reason for being was gone. It graduated from reconstruction and advanced into the uncharted waters of developing countries.

			At first the Bank was deliberately cautious. It sought not to transform the conditions of its clients, but rather to finance a handful of sound projects. The Bank’s financial masters on Wall Street favored infrastructure developments, preferably ones that could charge a tariff and so generate an income. The idea was that a dam could produce electricity, and electricity could be sold, and selling it would make the loan repayable; the same logic held for rail networks and irrigation systems. Wall Street’s logic was questionable, since the Bank’s loans were made to governments, not free-standing projects, and there was no guarantee that a government would apply a project’s revenues to debt repayment. But Wall Street saw the world through a commercial-banking lens, and as long as the World Bank pretended to be a commercial bank, the markets remained friendly. The Bank duly secured its AAA credit status at the end of the 1950s.

			There was another reason for the Bank to stick to infrastructure, beyond the preferences of Wall Street. The reigning orthodoxy of the time held that the accumulation of fixed capital—of factories, machinery, and roads—was the key to development. Poor countries, after all, had large numbers of underemployed people, so labor scarcity did not appear to hold them back; capital scarcity was the bottleneck. The impressive industrialization of the Soviet Union in the 1950s, achieved by a program of forced saving to pay for factories and machines, only encouraged the belief that economic growth was determined by investment. In 1960, the economist Walt Rostow propounded the accepted wisdom in his bestselling volume, The Stages of Economic Growth, which argued that developing countries would take off into self-sustaining progress provided they had enough capital; he proposed that their “financing gaps” be bridged by generous foreign assistance.23 But neither the financing-gap theory nor the World Bank’s narrow infrastructure focus was destined to last long—for reasons that Jim Wolfensohn was soon to experience.

			•   •   •

			AFTER LEAVING HARVARD in 1959, Wolfensohn worked for a short time in Switzerland, then moved to New York the following August to take up a post with Rheem International. It was not the most glamorous of moves: Rheem made steel drums for oil as well as air-conditioners. But Wolfensohn was given a grand title—director, growth and development—and allowed to go out and find customers. The young director headed off to India, a country then borrowing heavily from the World Bank. But the trip that proved most memorable was to Nigeria, a place whose combination of oil wealth and appalling heat seemed to scream out for air-conditioner investment.

			Wolfensohn set off for Lagos in 1961, the year that the World Bank established an Africa department to assist newly independent countries. The continent’s prospects seemed bright. Its economies were growing as fast as Asia’s, and it seemed relatively stable. Many African countries had oil or other natural resources as well as ample land; Asia’s high population density, by contrast, was regarded as a serious handicap. Adventurous business executives were beating a path to countries like Nigeria, and their enthusiasm seemed to promise rapid advance. If Rheem International built an air-conditioner factory in Nigeria, it would be helping to bridge the “financing gap” that kept Nigerians in poverty.

			On arrival in Nigeria’s capital in September 1961, Wolfensohn found that the health minister wanted to see him. This seemed a little odd; he was not proposing to sell medicines. The minister explained that he was “in charge” of Wolfensohn’s project since it was “his turn”; he observed that, in order to build a factory, Wolfensohn would undoubtedly need land; he had the perfect land for him. The minister then declared that he was due to speak in Parliament, so the meeting adjourned. Wolfensohn promised to come back to discuss the price his host was asking.

			Not knowing how to fill the time, Wolfensohn wandered over to the Parliament building, thinking he might watch his new associate in action. He walked into the proud new structure, put up to mark Nigeria’s independence the previous year, and almost laughed out loud: there, in the relentless no-degree heat, was the speaker of the Nigerian Parliament, decked out in a full-bottomed wig and gown copied straight from England. To a young Australian, this colonial mimicry was half ludicrous, half sad; it was certainly worth a photograph. Wolfensohn drew from his pocket a miniature Minox camera that he had borrowed from Elaine’s father, and took a couple of pictures. A quarter of an hour later, the sergeant at arms appeared at Wolfensohn’s elbow and said he should come with him.

			Assuming he was off to see his newfound friend the health minister, Wolfensohn agreed gladly. The sergeant led him out of the building and held on to his arm; a crowd had assembled in the street, but Wolfensohn wasn’t sure it warranted close police protection. The people in the crowd were saying something, and Wolfensohn strained to make it out; “Spy! Spy!” they seemed to cry, so Wolfensohn turned to his guide and asked who the spy was. “Sir, you are,” came the reply. “You took pictures illegally and you have a spy camera.”

			Wolfensohn protested, but to no avail; the hand on his arm was in no mood for negotiation. He was led into the office of the leader of the opposition and imprisoned there—evidently, Nigeria’s opposition got no respect even in those early days of independence. Ten minutes later the sergeant returned, this time with another policeman and a photographer. The young director, growth and development, was staring disaster in the eyes: There was going to be a spy scandal, and his photo would appear in all the local newspapers. Forced to choose between respecting Nigeria’s law enforcers and respecting his own reputation and prospects, the director pushed past his captors and sprinted down the corridor, pursued by the law enforcers in question and by the man trying to take his photograph. Seeing a door marked PRAYER ROOM, he rushed inside, and into an enormous figure washing his feet in preparation for spiritual devotion. “My dear chap, what do you want?” the enormous figure demanded. Wolfensohn panted that he wanted asylum.

			The enormous figure never had a name, at least not one that Wolfensohn remembers, but he was obviously the product of Oxford or Cambridge. “Oh, these people have to have their fun,” he said, telling the breathless sergeant to calm down. But the sergeant’s colleagues had already seized Wolfensohn’s passport from his hotel, and he hotly stood his ground; the spy-cum-director was informed that he must offer his apologies at the bar of the House, and since the House had just adjourned, that meant three weeks of unwanted Nigerian vacation. In the end, Wolfensohn was allowed to write a letter of apology in return for his passport.24

			The story of the spy made the front pages of the Nigerian newspapers the next day: “The camera was tucked inside the lapel of his coat and was no bigger than a box of matches,” the West African Pilot reported.25 The affair ensured that Wolfensohn never did develop his air-conditioner factory, and he quit Rheem a few weeks later on the eve of his wedding. But Nigeria had given him some feel for the challenges confronting the World Bank in newly minted nations. It was all very well saying that developing countries would take off into self-sustaining growth if only they had sufficient investment capital. But development experts would have to take the argument to the next step: How do you create the conditions that allow investors to do business?

			•   •   •

			THE YEAR OF Wolfensohn’s Nigerian visit, a future Nobel laureate named Theodore Schultz offered a partial answer to this question. Development was not all about physical capital, he said; you needed literate, healthy workers to make a country function right; without them your new machines were useless. Schultz coined the term “human capital” to describe this other ingredient of development. In the decade that ensued, the World Bank started to branch out into education, training, and other sorts of human-capital projects.

			This transformation was accelerated by a change in the Bank’s structure. In 1960, the new International Development Association—a subsidized lender that would specialize in the very poorest countries—was grafted onto the Bank’s existing operation. For more than a decade, the Bank had preached the virtues of market-based lending; if money cost something, then money would be soundly used, at least according to the theory. Now, with the addition of the International Development Association (or IDA, as it is painfully known), the Bank would offer its poorest borrowers money at a much cheaper rate: in many cases there was a ten-year repayment holiday followed by a further forty years in which the loan would be paid back, and even then at a token interest rate. Because inflation eroded the value of the loan, the Bank would recoup only a small fraction of what it lent; it would therefore depend on regular infusions of capital from donor governments. The Bank’s resemblance to a normal bank was now more tenuous than ever.

			The creation of IDA reflected shifts in the mind-set of the Bank’s leading shareholders. It was the height of the cold war, and U.S. policy makers looked upon cheap World Bank credits as a useful tool for propping up sympathetic governments. The tide of independence was sweeping across Africa, and there was no telling whether these new countries would look to the communists or to the United States and its allies. Fidel Castro’s Cuban revolution, in 1959, did not encourage complacency among Western strategists; and it was a mark of the contemporary mood that Walt Rostow’s pro-development “financing-gap” book, published the following year, was subtitled A Non-Communist Manifesto. Meanwhile, the miraculous recoveries of postwar Germany and Japan had boosted faith in technocrats’ ability to bring about progress; if IDA was endowed with enough money, and if it recruited enough intellectual whizzes, there seemed every reason to hope that the ex-colonies’ progress would be rapid. When, in the year following IDA’s creation, President John F. Kennedy called for a development decade in a speech to the United Nations, he combined technocratic hopes and cold war fears in almost equal measure.

			IDA rapidly transformed the Bank. In the 1950s, it had been effectively barred from helping countries that could not afford commercial loans; now it could help everyone. The staff grew quickly: having started the 1960s with 283 professionals, it ended the decade with 917; the economics department grew fourfold, and the total administrative budget tripled.26 The ambitious mandate that came with IDA encouraged a messianic self-image: the Bank had been told to save millions from poverty, and no cause could be more virtuous or more pressing. At the same time, the Bank’s leaders became fund-raisers: the IDA kitty needed refilling every three years, and the Bank discovered straight away that governments would not cough up the money easily. George Woods, the Bank’s president from 1963 to 1968, found himself in a position that his successors would repeat: delivering speeches on the urgency of third-world poverty, in the hope that rich governments could be shamed into financing IDA more generously.

			Woods’s last speech, in Stockholm in October 1967, marked the high point of his advocacy. He declared that “the plight of the developing peoples—of the two-thirds of humanity who are striving to cross the threshold of modernization—is the central drama of our times.” He spoke of “the risk of stark crisis—in food, in work, in hope—for over half the human race.”27 It was a startling performance, but it was merely a taste of stronger things to come. In 1968, Woods was succeeded by Robert Strange McNamara, the U.S. defense secretary who had presided over America’s early intervention in Vietnam. McNamara pushed Woods’s rhetoric to the emotional edge, causing his audiences to cry, and sometimes crying with them.

			•   •   •

			AFTER HIS STINT with Rheem International, Wolfensohn returned to Australia with his new bride. He set up his own business advisory firm and ran it for a year, then dropped it to join Ord Minnett Thomson, Sydney’s leading brokerage. But his career really took off when Ord Minnett invested in a start-up merchant bank called Darling & Co. Wolfensohn moved over to Darling’s in 1964, and discovered he had a golden gift for pleasing the corporate chiefs who provide merchant bankers’ business. He was a magnetic listener, which is another way of saying he possessed a powerful charm; he gave his clients the warm sense that he had understood, that his mind was headed down exactly the same path, and that he was brimming with ideas to help his friend along this mutual journey. Perhaps Wolfensohn’s own insecurity, the product of his fathers goading and his experience as a young Jewish outsider in the United States, created within Wolfensohn an instinctive grasp of people’s needs; he understood the human craving to be heard because he felt it so acutely. Whatever the secret of Wolfensohn’s personality and charm, the art of relationship banking came to him naturally.

			Wolfensohn was also lucky. He joined Darling’s just as Australia was opening up as a market for U.S. and European firms, whose bosses discovered the joys of business trips to Sydney during the Southern Hemisphere’s summer. These businessman-tourists would stop by at Darling’s, and the firm’s elder statesmen would introduce them to young Jimmy Wolfensohn, an Australian who knew how an American executive thought and planned: who could calculate the return on capital in the American fashion, and who knew everything that the hot B-school graduates knew back in New York or Chicago. Wolfensohn could walk them through the Australian business landscape, and he could show them other things as well; Australia was too remote to be visited in a rush, so there was time to go sailing, go out to a restaurant, maybe visit the Wolfensohns at their apartment. And so, though still in his early thirties, Wolfensohn built a network of exalted business relationships that stood him in good stead. David Rockefeller of Chase Bank became a friend. Maurice Strong, the chairman of a big Canadian holding company called Power Corporation, recruited Wolfensohn to run his Australian subsidiary, which Wolfensohn did in parallel to his work at Darling’s.

			Wolfensohn’s chief failing was impatience. He was burning to advance, not tomorrow but today; he wanted the success that had eluded his father, and he wanted enough cash to ease his parents’ financial worries.28 His impatience got the better of him in 1967, when he helped Maurice Strong’s Power Corporation launch a hostile bid for a mining concern called Mount Morgan. This was not a tactful move: John Broinowski, a formidable industrialist who sat on Darling’s board, was determined that if Mount Morgan was ready to be gobbled up it would be he who did the swallowing.29 In the ensuing battle, Broinowski sued Wolfensohn for conflict of interest, which prompted Wolfensohn to countersue, which resulted in a victory for Wolfensohn, which did not stop Broinowski from gaining control of Mount Morgan in the meantime. Whatever the legal merits of Wolfensohn’s conduct, he had picked a costly fight: Broinowski pulled himself up to his full establishment height and declared that he would crush this young upstart. Wolfensohn’s fast-track career faced the prospect of deceleration.

			Deceleration was not what Wolfensohn believed in. Rather than remain at his post until the storm passed, Wolfensohn preferred to quit—both the firm and Australia. He had a personal motive; Elaine, who had by now given birth to their second child, did not want to settle in Sydney. But there was also the fact that Wolfensohn had possibilities elsewhere. On business trips from Sydney, Wolfensohn had attended the court of Gordon Richardson, the wildly successful chairman of Schroders, then one of the leading financial houses in the City of London; and he had befriended Siegmund Warburg, founder of the eponymous bank, who took a shine to the young man because of his sophisticated feel for music. After the battle with Broinowski, Gordon Richardson took Wolfensohn off for a weekend at his country home, and one evening the job negotiations grew so furious that Peggy Richardson burst in on the two men; she ordered them off to bed, handing each a hot-water bottle. The next morning Wolfensohn and Richardson came to terms, and Wolfensohn told Warburg that he would not accept his rival offer.

			Wolfensohn’s period with Schroders, from 1968 to 1977, followed the same pattern as his time in Australia. He wooed his clients masterfully: he listened, empathized, and understood their needs; he offered “intelligence, imagination, lateral thinking, good contacts, focused energy and a very good memory,” according to one Schroders contemporary. His stamina allowed him to take in more parties, exhibitions, and concerts than ordinary mortals could manage; his looks, cultural appetites, and exotic Aussie charm made him a popular figure on the London circuit. The more he got about, the more his network grew, and the more he would pop up in the right place at the right time with an I-can-solve-your-problem attitude. He brought in some prize clients—there were the Americans and Europeans whom he had known in Australia, as well as the Australians who were starting to venture in the opposite direction, but there were others, too. One day Wolfensohn got a call from the father provincial of the Jesuits in England, who had somehow come by an estate in Tahiti and didn’t know what to do with
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