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Barclays plays its Diamond hand

Bank worries
return, hitting
euro, stocks

(=]
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Sl
8 A new round of hand- France’s Crédit Agricole and risk of default, using credit
SE< wringing about Europe’s debt Société Générale lost 2.7% default swaps, all jumped in
8 < = woes sent the euro tumbling, and 3.8%, respectively, while price, suggesting investors are
z é k= dragged down global stock Italy’s UniCredit slumped more worried about these
== markets and drove up borrow- 2.4%. countries defaulting on their
&3 E ing costs for a slew of Euro- In one of its biggest moves debts.
f N pean nations. in weeks, the euro dropped To be sure, investors ap-
=8 = 1.2% against the dollar to peared to be differentiating
£E€E By Gregory $1.2719, its lowest level this between the relative health of
e=e Zuckerman, month, from $1.2875 late individual countries. The yield
Neil Shah Monday. It sank 1.7% against premium for Spanish govern-
and Brian Blackstone the Japanese yen, which in- ment debt over Germany, for
vestors scramble to buy in example, didn’t react signifi-
The latest focus of inves- times of trouble. cantly on Tuesday.
tors’ anxiety: questions about Fears that Europe’s banks “Confidence in Spain has

the rigor of recently com- are still vulnerable to losses been relatively better,” says
pleted stress tests imposed on on risky bond investments Cagdas Aksu, European fixed-
European banks. The Wall also sent shivers through Eu- income strategist at Barclays
Street Journal on Tuesday re- rope’s bond markets, espe- Capital in London.

ported that the recent tests cially those in Ireland, Portu- That could be a sign that
understated some lenders’ gal and Greece. investors aren’t fleeing the
holdings of potentially risky Ireland, which is grappling entire region.

government debt. with an increasingly costly Analysts said a number of

The flip in sentiment bailout of troubled state- factors were fueling fears in
shows the extent of investor owned lender Anglo Irish Europe, including renewed
jitters about Europe, worries Bank, was among the biggest doubts about Europe’s recent
that were put to the side in casualties. The premium that stress tests, concerns over
recent months after the Euro- Ireland has to pay over Ger- how much capital banks in
pean Union defused the spi- many, considered the euro- Germany will need to satisfy
raling crisis in Greece. Diffi- zone benchmark, to borrow upcoming bank regulations
culties in the U.S. economy from investors in the bond and an expected flood of new
had seemed more trouble- market hit its highest level bond sales by European gov-
some to many investors of since the euro was created in ernments. Bond-trading vol-

late. 1999. The yield premium for umes were also limited, which
Reuters The Stoxx Europe 600 In- Portuguese debt also hit a could be exacerbating price
Barclays PLC President Robert Diamond gets a big hand from current CEO John Varley, left, and dex closed down 0.5%, while a  post-euro record. movements.
Chairman Marcus Agius, after being named as the company’s next chief executive officer in London key index of European bank- The cost of insuring gov- Still, Tuesday’s spill sug-
on Tuesday. On a day of moves at the top, HSBC's Stephen Green announced that he was stepping ing stocks lost 2.4%. Among ernment debt in Spain, Por- gests that traders’ worries are
down as chairman to become the U.K's new trade minister. Related articles on pages 4, 5, 36 the region’s biggest lenders, tugal, and Ireland against the Please turn to page 25

Pope will meet with abuse victims in U.K.  mhe Quirk

A T
Pope Benedict XVI plans to  rope. The matter has shed a ing to arrange the meeting, U.S. and Australia, have at dividual victims and ask them 'r-_:{ LEDI-' E‘,

meet with victims of clerical spotlight on how the pope, in  declined to name the partici- times helped to defuse criti- not to discuss the meeting
abuse during his visit to the an earlier post in his native pants or give a location for cism that he is out of touch publicly before allowing them
UK., according to a church Germany, handled the case of the gathering. “For the indi- with the crisis. Some victims to speak with the pope.
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group helping to arrange the a priest who was a sexual of- viduals it’s a private matter,” praised an April meeting in “Why can’t we talk to the
session, but the Vatican faces fender. he said, adding that an inti- Malta and recounted how the pope in public?” said Marga-
criticism from victims’ sup- During his UK. trip next mate setting allows both the pope’s eyes welled with tears ret Kennedy, of Minister and | short supply: Pinball
O — § LE s . - . _ !
o—— Dorters about the secrecy sur week, Pope Be_nedlct is ex- victims and the pope to be during the}r t'alk. o Qlergy Sexual Abuse Survivors  wizards who can fix old
== rounding such gatherings. pected to talk with as many as  candid. Other victims criticize the in the UK. A more-open en-  machines. Page 33
= 10 individuals in a private Representatives of the secrecy, saying it mirrors the counter would be a public ac-
= —m By Cassell Bryan-Low meeting, said Bill Kilgallon, Catholic Church in England church’s refusal over decades knowledgment by the Vatican
—_— in London and Stacy chairman of the National and at the Vatican wouldn’t to publicly acknowledge abuse of the abuse, she said, and al- EdltOI’l al
= Meichtry in Rome Catholic Safeguarding Com- confirm a meeting, but said cases. low survivors to request mea-
= mission, which sets standards that any that does take place The church typically shuns sures that the church should &5 Opinion
=, The first papal visit to the for preventing abuse and would be conducted in private victim-advocacy groups that take to address these issues.
=0 U.K. since 1982 comes amid a dealing with abuse allegations to protect the victims. have openly criticized the Mr. Kilgallon said the safe-  pojand is caught in a Russo-
,‘t wave of sex-abuse allegations in the Catholic Church of Eng- The pope’s meetings with  pope, these victims say. For guarding commission ap-  German pincer—again.
o against the Catholic Church in land and Wales. sexual-abuse victims during the meetings, critics say, proached abuse victims whose  page 15

Ireland and elsewhere in Eu- Mr. Kilgallon, who is help- recent trips, including to the church officials hand-pick in- Please turn to page 3
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Europe is acting as though it wants

to be left behind by new powerhouses

By IaiN MARTIN

If José Manuel
Barroso was
hoping to emulate
successive
presidents of the
£ /@ United States with
his first “state of the union”
address to the European
Parliament on Tuesday, he will
have been disappointed. Typically,
in Washington, the president is
applauded wildly by his
supporters, receiving numerous
standing ovations at appointed
moments. Even his opponents
tend to behave politely, in
recognition of his status as head
of state.

The European Commission
president was received mainly in
silence by Europe’s Parliament.
Applause was thin on the ground,
and afterward Mr. Barroso was
attacked on a number of fronts.

There were complaints that he
hadn’t objected strongly enough
to France’s recent deportation of
the Roma. A left-wing grouping
demanded the banning of hedge
funds and the trading of assorted
derivatives. The Greens wanted
the European Commission to focus
more on saving the planet. The
leader of the center-rightish EPP
also regretted that Mr. Barroso
isn’t ambitious enough about
expanding the reach of the EU,
adding that he should explain to
nation states and their taxpayers
that their money is “better used
by the 27 together than by each
member state separately.”

Very little was heard from
MEPs that addressed directly the
enormous economic challenge
facing a continent steadily being
eclipsed by hungry new economic
powerhouses.

In contrast, Mr. Barroso’s
speech was at least hinged on the
rather practical question of
growth in the European Union,

—

European Commission President José Manuel Barroso in Strasbourg Tuesday.

surely the subject that should
trump most others in the current
climate. “The recovery is
gathering pace, albeit unevenly
within the Union,” he said.
“Growth this year will be higher
than initially forecast. The
unemployment rate, whilst still
much too high, has stopped
increasing.”

Europe needs to recover
from the after-effects of
several massive multiple
economic cardiac arrests.

He deserves credit for
attempting to zero in on what
really matters. Europe needs to
recover from the after-effects of
several massive multiple economic
cardiac arrests. With the patient
fragile, it might be wise to keep
the focus on what will aid the
recovery process rather than
impede it.

But then Mr. Barroso’s
prescription is something of a
jumble. He wants to improve the
workings of the common market,
which seems reasonable. But he is,
along with most of the rest of the
Brussels elite, interested primarily

in constructing a vast new
European-wide system of
regulation for the financial
industry. There will be three new
regulatory bodies, covering banks,
insurance companies and
securities firms. European finance
ministers approved the plan on
Tuesday.

They couldn’t agree on the
details of a financial transactions
tax, but it has enough backing to
mean that British opposition is
unlikely to be enough to stop it,
even though London will be hit
hardest. If it happens it is unlikely
to prove a draw for global
investors.

Is Europe interested in
competing? It is difficult to avoid
the conclusion that it is not.

Away from the world of the
European Parliament and the
concerns of its members, trade
unions were on the march on
Tuesday against austerity
measures. In France there was a
nationwide strike over the
government’s plans to raise the
retirement age to 62 from 60.
Workers wanting to claim full
entitlements will also have to wait
until 67, rather than 65.
Commuters in London also faced
disruption with an Underground
strike held by workers objecting
to modernization plans. Much

more such action is expected in
other parts of Europe.

Some of the old comforts of
the continental social model are
being withdrawn, and those losing
out do not like it much. Yet, if
these cuts in entitlements aren’t
made, where is the money to pay
for people to retire at 60 to come
from? The opponents of belt-
tightening seem to be saying that
they want it paid for by higher
taxes, which will hit wealth-
creation prospects. Or they want
it borrowed at a high price from
the markets they regard as
immoral.

Why do those who want to
curb financial markets so much
with new regulation and taxes, so
often also want to pursue a course
of action that makes their
governments even more
dependent on the same money
markets? It doesn’t make sense.

But then voters are only rarely
confronted by their leaders with
the cold, hard reality of what is
happening here. Europe is at risk
of being left behind unless its
various economies become more
efficient and its workers work
harder for longer.

Mr. Barroso addresses some of
this, but not as directly as he
might. In that he is typical of the
elites that want to skirt around
the existential nature of the crisis
on the continent. The driving
impulse behind the European
project, beyond the desire to
avoid more war, was that together
these states could pack a bigger
economic punch than they could
apart.

If that’s not going to be the
case, with the superstructure of
the EU so wieldy and its policy-
making machinery a barrier to
future economic efficiency, then
its leaders and citizens have a
problem. If the EU is incapable of
organizing itself in a way that
improves growth prospects, or at
least doesn’t hinder them, then it
is perfectly legitimate to ask what
the point of it is.
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At Sochi dinner, an expansive Putin

By STEPHEN FIDLER

SOCHI, Russia—Prime Minister
Vladimir Putin invited 50 foreign
guests to dinner this week and told
them he was conscious of the risk
that Russia’s autocratic political sys-
tem could concentrate too much
power in one man.

That is why, he said, he and
President Dmitry Medvedev—the
man he helped elevate to Russia’s
top job in 2008—were sharing
power. Longer term, he said, Russia
will need to develop political insti-
tutions to broaden decision-making.

Despite his suggestion, delivered
near the end of an elaborate dinner
Monday, most guests took away the
opposite message: power in Russia
isn’t going to be decentralized soon.
And the person it would be central-
ized on was their host, who many
guests felt sent a signal that he
plans on returning as president in
2012.

Mr. Putin told his guests, includ-
ing a reporter from The Wall Street
Journal, that Franklin D. Roosevelt
was elected president of the U.S.
four times in a row, and that didn’t
damage the U.S. Constitution.

“Neither I nor President Medve-
dev would do anything to run coun-
ter to the federal constitution,” he
said.

The Russian Constitution would
allow Mr. Putin, who stepped down
in 2008 after eight years in power,
to run for two successive six-year
terms until 2024.

Angela Stent, director of the
Center for Eurasian, Russian and
East European Studies at George-
town University, said Mr. Putin ap-
peared to be planning a return as
head of state. “The impression that
came over is that he is not leaving
power and that he will likely be
president in 2012,” she said.

However, Lord Robert Skidelsky,
the British historian and economist,
said he sensed the opposite: that
Mr. Putin’s taste for power was
waning. “He didn’t say anything for-
ward-looking,” he said.

This is the seventh time Mr. Pu-
tin has submitted himself to ques-
tions from an invited group of for-
eign academics and journalists, an
annual exercise rare for the leader
of an important state.

The venue this year was a So-

RIA-Novosti/Associated Press

Prime Minister Vladimir Putin gestures during a discussion at the Black Sea resort of Sochi, in Russia, on Monday.

viet-era sanatorium built for senior
Communist Party officials and con-
verted into a luxurious government
guest house in the Black Sea resort
of Sochi. Its elegant marble terraces
overlook gardens of lawns, palm
trees and the sea.

Inside, the 50 or so guests sat
down to a five-course meal includ-
ing Siberian pelmeni, a ravioli-like
dish filled with venison, and green
shchi soup, with chicken and sorrel.
The tables were festooned with
glasses for three wines, water and
vodka. Mr. Putin, looking relaxed
and younger than his 57 years, in an
open-necked shirt and beige jacket,
ate and sipped wine, which regular
attendees said rarely happened in
the past.

However, they said, it was a typi-

cal Putin performance. Combative
when challenged, the prime minister
didn’t try to engage personally with
his audience. He never admitted er-
ror, ignorance on any subject, nor
the need for Russia to draw on
other countries’ experience.

“The message was that Russia’s
modernization doesn’t need lessons
from Europe, China or anywhere
else,” said Piotr Dutkiewitch, head
of the Center for Governance and
Public Policy at Carleton University,
Ottawa.

He laced his answers with anec-
dotes about individual Russians, in-
cluding the elected mayor who ran
away rather than visit a district suf-
fering in the recent fires that didn’t
vote for him. Democracy, he implied,
at least at the local level, throws up

some suspect officials.

One device Mr. Putin used re-
peatedly was to throw back ques-
tions to his interrogators. Asked by
a British reporter about whether
Lenin’s tomb should be moved from
Red Square before the 2017 cente-
nary of the Russian revolution, he
pointed out there were statues of
Oliver Cromwell, the 17th-century
English Puritan leader who over-
threw the monarchy, all over Eng-
land. “Who do you think was worse:
Cromwell or Stalin?”

Why did Russian police need to
deal so brutally with street protes-
tors? It was no different, he re-
sponded, from the way police in
London and Paris handled demon-
strators.

Asked why in Russia’s autocratic

political system most problems
landed at his door, he said it was
the same in the U.S. with the oil
spill in the Gulf of Mexico, where
President Barack Obama was ex-
pected to step in.

He praised Mr. Obama, in con-
trast with his tirade against the U.S.
president last year, saying the two
leaders’ common views on problems
would provide a basis for better
U.S.-Russia relations. And Mr. Putin
said several times, sometimes un-
prompted, that Russia saw no threat
in China.

Globalization would trigger, he
said, a competition for global lead-
ership—including military competi-
tion. But “I don’t think this will be
between Russia and China. Russia
and China will be natural partners
in solving many problems,” he said.

It was the third time Mr. Putin
has invited the group to Sochi,
which seems improbably far south
to be the site designated for the
2014 Winter Olympics, a project
that Mr. Putin himself is leading.

However, construction is evident
all over the city, which lies just a
few miles away from the disputed
Georgian territory of Abkhazia, over
which Georgia suffered a defeat to
Russian forces in a war in August
2008.

Since then, Russia has recog-
nized Abkhazia’s independence and
that of the other breakaway Geor-
gian region of South Ossetia, but re-
mains the only country to have done
so.

Mr. Putin said the International
Court of Justice, which decided in
July that Kosovo’s 2008 declaration
of independence from Serbia was le-
gal, could rule on the independence
of the two regions. He talked of “co-
operation” between Georgia and the
two regions but said: “I don’t know
what form that cooperation would
take.”

Robert Legvold of Columbia Uni-
versity said the comments on Geor-
gia were one of the surprises of the
session. “He implied that there was
a path to restoring Georgian territo-
rial integrity,” he said.

Mr. Putin was asked about the
development of “Putinism” outside
Russia, a reference to the domina-
tion of a political system by one in-
dividual. “What is Putinism?” he re-
torted. “Is it good or bad?”

Pope to meet with abuse victims in the

Continued from first page
cases had been investigated and
sent to the authorities. He said
those he expects to meet with the
pope represent a variety of experi-
ences and backgrounds. The group
doesn’t include individuals now liv-
ing in Ireland, a focus of attention
on abusive clergy.

The Irish government last year
released two reports detailing de-
cades of widespread abuse in
schools and other institutions.
About 80% of Ireland’s population is
Catholic, compared with about 10%
in Britain.

England also has seen cases of
abuse. Cardinal Cormac Murphy-
O’Connor, former head of the Catho-
lic Church in England and Wales,
faced scrutiny for his decision in the
mid-1980s, while in a previous post,
to allow a priest accused of abuse to
continue working. The priest was
convicted on two occasions for sex-
ual assaults on boys—in 1997 by a

UK. crown court and in 2002 by the
central criminal court in London, re-
ceiving a five-year sentence on each
occasion.

Cardinal Murphy-0’Connor
wasn’t available to comment. He has
apologized publicly and instigated
reforms on how the church handles
abuse allegations.

The pope in recent months has
taken steps to address the matter,
such as defrocking abusive priests,
stepping up Vatican rules for re-
porting abuse, and accepting the
resignation of bishops who decades
ago failed to report abuse. The pope
doesn’t require church officials to
report sex abuse to civil authorities.

Some victims remain frustrated.
Bernie McDaid, of Boston, was
among those who met privately
with the pope during his U.S. visit in
2008, but now dismisses the gather-
ing as a Vatican “PR move.”

Mr. McDaid says he was con-
tacted by church officials in Boston

European Pressphoto Agency
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Pope Benedict XVI visits Carpineto Romano, south of Rome, on Sunday.

before the pope’s visit and asked
not to discuss the meeting with any-
one until afterward. Mr. McDaid was
flown to Washington and escorted

by church officials to the Holy See’s
embassy for the meeting.

“I put my hand on [the pope’s]
heart and told him you have a can-

cer in your flock, and you need to
do something about it. And he did
nothing,” Mr. McDaid said.

Another problem, victims say, is
that many people are left out of the
meetings. When the pope visited
Australia in 2008, Anthony and
Christine Foster, the parents of two
girls who were abused by the same
priest, requested a meeting.

Their request riveted local media
because one of their abused daugh-
ters had died from a drug overdose.

For days Vatican and church offi-
cials declined to comment on
whether Pope Benedict planned to
meet with victims in Australia.

On the final day of his trip, the
pope held a private meeting with
four victims whose names weren’t
disclosed. The Fosters’ surviving
daughter wasn’t among them.

“They claim to feel the pain of
victims, but they seem not to want
to listen to the victims that have
hurt the most,” Mr. Foster said.
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Barclays: Diamond pick isn’t a shift

By Davip ENRICH

LONDON—Barclays PLC con-
firmed Tuesday that investment-
banking boss Robert E. Diamond Jr.
will become the U.K. bank’s chief ex-
ecutive next spring, as officials tried
to dispel the notion that the move
represented a fundamental change
for the centuries-old British institu-
tion.

Mr. Diamond, a baseball-ob-
sessed American who is the archi-
tect of Barclays’s rise as a global in-
vestment-banking powerhouse, will
replace John Varley, a British gradu-
ate of Oxford who is a skilled fly-
fisherman and hails from Barclays’s
retail businesses.

The two cut starkly different fig-
ures, but they have forged a success-
ful partnership in which Mr. Dia-
mond has enjoyed wide latitude to
run the company’s investment-bank-
ing business as he sees fit. Barclays
officials describe Mr. Diamond as a
“co-author” of the bank’s current
strategy, which they said will remain
in place.

“While it’s a significant moment
for the bank ... it’s still very much
business as usual for us,” said Bar-
clays Chairman Marcus Agius. Mr.
Diamond added: “There is absolutely
no space between John and Marcus
and I on the strategic direction of
Barclays.”

Mr. Diamond has spent virtually
his entire career—including 14 years
at Barclays—in investment banking
and trading and has never run a re-
tail-banking or credit-card business.
In a move last November designed
to broaden his portfolio, he took
charge of Barclays’s wealth-manage-
ment and corporate-banking arms.

His Wall Street pedigree suggests
to some observers that he will ce-
ment Barclays’s current reliance on
corporate and investment banking
as the company’s primary profit en-
gine, which some consider a vulner-
ability given the volatility of invest-
ment banking.

Barclays’s elevation of Mr. Dia-
mond is “likely to make even more
pronounced what we consider to be
its main weakness: too much [corpo-
rate and investment bank], too little
retail,” said Arturo de Frias, a Lon-
don-based banking analyst at Evolu-
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‘BUSINESS AS USUAL’: Barclays said its strategy won’t change with U.S. investment banker Robert Diamond as CEO.

tion Securities.

The move also may prove contro-
versial among U.K. political figures.
While Barclays has remained profit-
able during the financial crisis, its
emphasis on investment-banking is
often attacked by British politicians
and policy makers as risky “casino
banking.” The bank is trying to fend
off proposals from some politicians
and regulators to require the separa-
tion of investment banking and trad-
ing activities from bread-and-butter
retail banking.

Mr. Diamond already is trying to
ease concerns that he marks a de-
parture from Barclays’s 300-plus-
year history.

He said in an interview that his
top priority is to focus on businesses
outside his Wall Street-oriented
comfort zone: retail and commercial
banking, wealth management and
credit cards. He is especially intent
on expanding Barclays beyond its
home turf of the U.K. He wouldn’t
comment on the bank’s appetite for
buying a retail bank or credit-card
company in the U.S.

“We want to get deeper in the ar-
eas we’re in now, not broader” by
building in new areas or locations,

Mr. Diamond said. In the past,
“sometimes we were focused more
on breadth rather than depth,” an
apparent nod to the bank’s history
as an aggressive acquirer.

In the UK., Mr. Diamond at times
has become a political punching bag
in part because of his history of lu-
crative paydays. On Tuesday, Bar-
clays disclosed that Mr. Diamond
will earn an annual salary of £1.35
million ($2.01 million) and that he is
eligible to collect more than £10 mil-
lion in additional annual and long-
term bonuses, depending on Bar-
clays’s performance.

On a conference call with report-
ers Tuesday morning, Mr. Agius de-
fended Mr. Diamond’s expected sal-
ary and bonus.

“In designing that package, we
took great care to make sure that
the proposal was well-benchmarked
against the peer group that Bob will
be operating against,” Mr. Agius
said. He added that Barclays relied
on advice from outside consultants
in setting the parameters.

Barclays executives stressed
Tuesday that the CEO change was
the product of prudent succession
planning and wasn’t triggered by

any surprise event.

Mr. Varley said he told the board
back in 2004 when he became CEO
that he viewed the job as a roughly
seven-year gig. When Mr. Agius be-
came chairman in January 2007, Mr.
Varley privately reiterated that
point.

Early this year, Mr. Agius spoke
with Mr. Varley and confirmed that
he wanted to retire sometime in the
spring of 2011. “As we emerge from
the crisis strong and independent
and confident, it seemed to me a
good time to pass on the reins,” Mr.
Varley said in an interview Tuesday.
He said he doesn’t have a new job
lined up.

The chairman didn’t try to dis-
suade him. “The intensity of the job
and its obligations has been awe-
some,” Mr. Agius said. He added that
the board was “absolutely respect-
ful” of Mr. Varley’s decision to step
down.

When Mr. Agius launched a hunt
for a successor, Mr. Diamond, who
had the title of Barclays president
and was passed over for the CEO job
in 2004, was the immediate front-
runner.

Barclays

enlisted executive-

Robert E. Diamond

American investment-banking chief
will take over as Barclays CEO. It is
a sea change for the venerable
British bank, whose roots date to
the 1600s. Mr. Diamond’s path to
the top:

M 1996: Joined precursor to
Barclays Capital

M 2005: Joined Barclays PLC board
as executive director and president
of Barclays PLC

M 2008: Drove purchase of
Lehman’s North American broker-
dealer

M 2009: Reaped $26 million when
Barclays sold its wealth-
management unit, Barclays Global
Investors, to BlackRock Inc.

M 2010 Tapped to succeed John
Varley as Barclays CEO

search firm Egon Zehnder Interna-
tional to conduct an official search
for outside candidates. The firm put
out a few feelers to banking execu-
tives in the U.S. and Europe. But the
process never got far. Directors de-
cided there was no point in inviting
prospective CEOs in for interviews
when a consensus had jelled around
Mr. Diamond, according to people
familiar with the matter.

Mr. Agius this summer paid a
visit to Hector Sants, the head of the
Financial Services Authority, the
U.K. regulator that has veto power
over senior personnel moves at Brit-
ish banks, these people said. As is
standard practice, the FSA sum-
moned Mr. Diamond to an interview
at the regulator’s Canary Wharf sky-
scraper, down the street from Bar-
clays’s headquarters. Several FSA of-
ficials, including Mr. Sants, peppered
Mr. Diamond with questions to
gauge his credentials for the job.

The FSA approved Mr. Diamond’s
promotion in the past few days,
these people said. Barclays’s full
board held a conference call Monday
to formally approve the change.

—Carrick Mollenkamp
contributed to this article.

BarCap taps lwutenants from Lehman

By MATT TURNER

When then-Treasury Secretary
Hank Paulson called Robert E.
Diamond Jr. on Sept. 11, 2008, to
suggest Barclays Capital bid for
Lehman Brothers, it was Jerry del
Missier and Rich Ricci who
flanked the unit’s American
architect on a commercial flight to
New York.

Almost exactly two years later,
the duo have been named co-
chiefs of Barclays PLC’s
investment-banking arm, which
was transformed by that deal.

Along with Lehman President
Bart McDade, Mr. Ricci, then chief
operating officer of Barclays’s
investment-banking and
investment-management
businesses, and Mr. del Missier,
then president of Barclays Capital,

worked through the nlght ona
deal for BarCap to acquire
Lehman Brothers North America,
the broker-dealer arm of Lehman
Brothers, as it became apparent
that Lehman would file for
bankruptcy.

Within days of the deal being
done, Lehman’s old headquarters
was decked out in BarCap’s colors.

Having helped put the deal
together, Mr. Ricci was put in
charge of the integration of the
Lehman units BarCap acquired,
based in Lehman’s New York
headquarters. Mr. del Missier
focused on the front-office
integration, putting together
BarCap’s fixed-income U.S.
business with Lehman’s U.S.
operations.

The duo were named co-chief
executives of the corporate- and
investment-banking business in
November 2009 as part of a
management rejig, joining

Bloomberg News

Jerry del Missier, shown in 2008, has been named co-CEO of BarCap.

Barclays’s executive committee.
Mr. Ricci arrived at Barclays in

1994, three years prior to Mr. del

Missier, having previously worked

at Bank of Boston and Bank of
New England. A nuts-and-bolts
man, he became chief operating
officer of Barclays Global

deal

Investors in 2000 and a member
of the BGI executive committee
two years later.

In January 2005, he was
named chief operating officer of
Barclays’s investment-banking and
investment-management
businesses, comprising Barclays
Capital, Barclays Wealth and BGI.

Canadian-born Mr. del Missier
joined Barclays in 1997 from
Bankers Trust in London, having
been a senior managing director
responsible for the European
derivatives-product business. He
had started his career at Bank of
Nova Scotia, before moving to
Bankers Trust in Toronto, where
he ran the Canadian dollar
interest-rate-derivatives business.

Based in New York, Mr. del
Missier is responsible for the
firm’s global markets businesses,
encompassing the trading, sales
and research functions.

—More at efinancialnews.com
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Chairman’s exit jolts HSBC

Investment
bankers win
in jobs race

By WiLLIAM WRIGHT

The elevation of Barclays
Capital’s Robert E. Diamond Jr. to
chief executive at Barclays PLC,
and the departure of HSBC
Holdings PLC’s chairman Stephen
Green, raises a possibility that
investment bankers are heading
for a clean sweep of running the
biggest U.K. and European banks.

Mr. Diamond adds to a list of
investment bankers who have
been given bigger roles despite
the financial crisis. Stephen
Hester, chief executive at Royal
Bank of Scotland Group PLC, is
the former co-head of investment
banking at Credit Suisse Group
AG’s investment-banking unit.
Lloyds Banking Group PLC is
chaired by Sir Win Bischoff, a
former banker with Schroders.

In continental Europe,
Deutsche Bank AG has been run
by an investment banker—Josef
Ackermann—for eight years. UBS
AG brought former bond trader
Oswald Griibel out of retirement
last year to rescue the Swiss
bank, while Credit Suisse Group
AG is run by Brady Dougan, who
revived its investment bank
between 2004 and 2007.

At HSBC, the departure of Mr.
Green (who ran the group’s
investment bank for five years)
opens the door to another
investment banker taking the job.
There are at least three strong
internal candidates. Two are
investment bankers.

The iiber-connected Sir Simon
Robertson, the group’s senior non-
executive director, used to run
Kleinwort Benson before moving
to Goldman Sachs Group Inc.
John Thornton, the former co-No.
2 and president at Goldman Sachs,
is chairman of its U.S. business.
Mr. Thornton has excellent
connections in China—HSBC’s
most strategic market. The third
candidate is Michael Geoghegan,
chief executive of HSBC, who
moved to Hong Kong to reflect the
eastward shift in HSBC’s business.
With youth on his side, Mr.
Geoghegan is in pole position.

This would leave a vacancy for
the role of CEO. There are two
obvious internal choices.

Sandy Flockhart ran the
group’s successful Asian business
between 2007 and this year, when
he became chairman of personal
and commercial banking and
insurance. The only obvious
internal challenger is Stuart
Gulliver. He heads the banking
and markets business, plus
private banking. In the first half
of this year, banking and markets
produced 51% of pretax profits.

This scenario— Mr. Geoghegan
moves upstairs and Mr. Gulliver is
promoted—would mean that three
of the big four U.K. banks would
be run by investment bankers.
Two would have former
investment bankers as chairmen.

After the financial crisis,
triggered in part by the excesses
of the investment-banking
industry, this is probably not
what regulators had in mind.

—More at efinancialnews.com

By SARA SCHAEFER MUNOZ

LONDON—The sudden departure
of HSBC Holdings PLC Chairman
Stephen Green for the post of UK.
trade minister has touched off a
scramble to find his replacement
that could significantly reshape the
bank’s senior management team.

HSBC announced Tuesday that
Mr. Green, 61, would step down as
chairman by the end of the year to
take the position of UK. trade minis-
ter in the new coalition government
led by Prime Minister David Cam-
eron. The bank said it has been
working with external advisers to
find a successor by the end of the
year, but people familiar with the
matter said Mr. Green had been ex-
pected to stay until at least the
spring of 2011. He has held the role
of chairman since 2006.

The departure of Mr. Green, a
prominent figure in London’s finan-
cial community who had worked
closely with the government on vari-
ous regulatory issues, is likely to re-
new questions about whether HSBC
will move its headquarters back to
Hong Kong, where it was based until
1993.

The bank has been beefing up its
presence in China in recent years to
gain access to the lucrative Chinese
market, and senior executives re-
cently said that, if U.K. bank regula-
tion became too onerous, it would
consider the move.

The board could choose among
several options for Mr. Green’s suc-
cessor. In one scenario, HSBC Chief
Executive Michael Geoghegan, 56,
who has logged more than 35 years
at HSBC, would be promoted to
chairman. Mr. Geoghegan has held a
number of roles around the world
and recently moved to Hong Kong as
a way to emphasize the bank’s Asia
focus.

However, a hurdle to Mr. Geoghe-
gan getting the chairmanship is his
current position as CEO. In the UK.,
tapping an executive director for the
role of chairman is seen as poor cor-
porate governance and could antag-
onize bank regulators and politi-
cians, damaging the image of
responsible management that HSBC
has been eager to project. HSBC
didn’t receive capital from the U.K.
during the banking crisis, and Mr.
Green has been vocal in promoting
prudent corporate behavior.

The other path to choosing a suc-
cessor would involve plucking an
HSBC nonexecutive director for the
job. People familiar with the matter
say a leading candidate is John
Thornton, who is a former president
of Goldman Sachs Group, an HSBC
board member and nonexecutive

European Pressphoto Agency

HSBC Chairman Stephen Green leaves No. 10 Downing St. in London on Tuesday after agreeing to become trade minister.

Filling Green'’s shoes | Possible candidates for HSBC chairmanship

Michael Geoghegan

Current CEO

Simon Robertson

Non-executive director of
HSBC Holdings and
former chairman of

Kleinwort Benson

Photos: Bloomberg News, Agence France-Presse/Getty Images, Bloomberg News, Newscast

chairman of HSBC North America.
But given HSBC’s quest to distance
itself from the excesses of invest-
ment banks, his association with
Goldman could be a strike against
his appointment, one of the people
familiar with the bank said.

Other possible candidates could

include nonexecutive directors Si-
mon Robertson, 69, and Rona Fair-
head, 48, the current chief executive
of Pearson PLC’s Financial Times
Group and head of the HSBC board’s
audit committee.

An outside candidate also hasn’t
been ruled out, according to people

John Thornton

Non-executive director

of HSBC North America

and a former President
of Goldman Sachs

CEO of the Financial Times
Group and non-exec
director on HSBC holdings,
head of audit committee

close to the bank.

An HSBC spokesman said mem-
bers of the bank’s board declined to
comment on their possible candida-
cies.

—Ainsley Thomson
and Monica Langley
contributed to this article.

Facing the

By PauL. HANNON

The U.K. has a problem.
Despite a big depreciation in the
pound over the past two years
that should have made British-
manufactured goods cheaper for
foreign buyers, its exports haven’t
risen rapidly, and don’t appear
likely to offer an alternative
source of growth to the debt-
fueled consumer- and public-
spending booms of the last

U.K.s problems with exports

decade. The poor performance of
U.K. exporters has puzzled and
disappointed successive
governments, and the Bank of
England.

There is an emerging
consensus that the U.K. sells to
the wrong places, the slow-
growing developed economies
that are its closest neighbors. The
U.K. needs to re-establish strong
trading links with much faster
growing developing economies in
Asia, Latin America, and Africa. In
2009, the U.K. exported twice as
much to Ireland than to India and

China combined.

For Prime Minister David
Cameron’s government, boosting
exports and winning investment
are central to its promise to
entrench the recovery and build a
more balanced, sustainable
economy. Which is where Stephen
Green comes in. In naming the
chairman of HSBC to be its new
trade minister, the coalition
government has borrowed a move
from its predecessor’s play book.

Like Mervyn Davies, who was
chairman of Standard Chartered
when he was made trade minister,

Mr. Green leads a bank that has a
major presence in many of the
most significant developing
economies. The question is, can
Mr. Green make a big difference?

The U.K.s problem isn’t that it
doesn’t understand the global
economy, it’s that it doesn’t make
the kinds of things that fast-
growing developing economies
want to buy. Mr. Green may be
able to open doors, but he won’t
be able to re-engineer the U.K.’s
manufacturing sector.

Just don’t expect any miracles.

—DMore at blogs.wsj.com/source
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French unions

protest overhaul
of pension age

By DAvVID GAUTHIER-VILLARS

PARIS—French workers staged a
nationwide one-day strike and ral-
lies Tuesday to protest a planned
rise in the retirement age in a chal-
lenge to President Nicolas Sarkozy’s
economic policy.

Hundreds of thousands of work-
ers, including train drivers, teach-
ers, firemen and some private-sec-
tor employees, took part in walkouts
in all major cities. The Paris metro
and other transport services oper-
ated reduced schedules. More than
two million people took part in
demonstrations, according to the
unions, but police put the figure at
about one million.

Unions were planning to meet
Wednesday to discuss further ac-
tion. A further one-day strike was

seen as likely, but analysts say this
wouldn’t be enough to derail Mr.
Sarkozy’s plan. An indefinite strike
would threaten the president, but
union members appear not to be
willing to sacrifice their wages over
an extended period.

The pension proposal is a crucial
test for Mr. Sarkozy. Past attempts
to amend France’s generous welfare
system have led to extended mass
protests and forced governments to
back down. The move comes less
than two years before the next pres-
idential election and at a sensitive
time for Mr. Sarkozy, who is cur-
rently under pressure from accusa-
tions of irregularities in the financ-
ing of his 2007 presidential
campaign. And, despite his promise
to put France back to work, unem-
ployment remains high and eco-

. r 18

Workers carry a mask of Sarkozy as they demonstrate over pension reforms in Lille in northern France on Tuesday.

nomic growth low.

Mr. Sarkozy is focusing on the
state-run pension system as the
French live longer and so spend
more time drawing pensions. The
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system’s shortfall could reach €32
billion ($41.2 billion) this year, in-
cluding €15 billion for retired civil
servants, according to a council ad-
vising the government. Without
changes, the annual deficit could ex-
ceed €45 billion by 2020, the coun-
cil said. Mr. Sarkozy has said in-
creasing the retirement age to 62
years from the current level of 60
would help to reduce the shortfall.

But unions are unlikely to relent
on the standard retirement age of
60, adopted in 1983. They say it rep-
resented a major social victory, on a
par with universal health insurance
and paid annual vacations.

Unions say that the distribution
of wealth between corporate profits
and salaries has tipped in favor of
profits in recent years, and so it is
time to increase payroll and other
corporate taxes.

“Demography is a bad argu-
ment,” said Jean-Claude Mailly, 57
years old, general secretary of the
Force Ouvriére. “What’s needed is to
divide differently between corpora-
tions and citizens.”

Mr. Sarkozy has ruled out tax in-
creases, saying France already has
some of the highest payroll and cor-

porate taxes in the industrialized
world.

The strike was timed to coincide
with the start of a parliamentary
debate on the retirement plan on
Tuesday. Mr. Sarkozy’s ruling Union
pour un Mouvement Populaire party
holds a majority, and could approve
the pension bill as soon as October.

But Mr. Sarkozy’s calculations
have recently been disrupted by
controversy surrounding his labor
minister, Eric Woerth, who is in
charge of channeling the pension
bill through parliament.

Due to Mr. Woerth’s relations
with Liliane Bettencourt, heiress to
the I’Oréal SA cosmetics empire, he
has been cited in preliminary judi-
cial probes into alleged illegal politi-
cal financing and conflicts of inter-
est. That has fueled public outcry
over Mr. Sarkozy’s alleged favoring
of “les riches,” or the wealthy.

Mr. Woerth has said that he col-
lected only legal political donations
and has denied any conflict of inter-
est. Mr. Sarkozy has said that talk of
illegal campaign financing was an
attempt to tarnish his reputation.

—Sebastian Moffett
contributed to this article.

Reaction to austerity pain
challenges Europe’s resolve

By TERENCE ROTH

Strikes and other protest
actions that now have spread
from Greece to Europe’s big
economies cast a cloud over EU
reforms and economic recovery.

Scenes from France and the
U.K. this week are confirmation
that the political elite haven’t sold
workers and households on the
austerity thing. Brussels and
national leaders are nobly
pursuing fiscal rehab, but their
electorates aren’t going down
without a fight. That’s dangerous,
with financial markets and ratings
agencies never blinking when
looking for signs of weakening on
deficit-reduction programs.

France could become the
toughest test. Say what you will
about a retirement age at a

generous 60 years. French
workers are now told they need to
work another two, and pay higher
taxes during their working lives
for good measure. U.S. workers
would shake their heads in
disbelief at retiring at that age
with full benefits. But they aren’t
in Lyons and haven’t paid into a
generous system for others that
now looks more elusive for them.

Expect similar actions
elsewhere in Europe as the
austerity programs decided in the
spring begin turning into law
after the summer break.

The earliest end game will
come in Greece. The Greek
treasury now is paying nearly 12%
interest on its 10-year bonds, an
unsustainable rate that is 9.6
percentage points more than the
Germans pay. Governments in the
rest of Europe, tempted to lower
the steam with a few concessions,
need only take a trip to Athens.
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U.S. Treasury

blacklists

(German bank

By PETER FRITSCH
AND DAviD CRAWFORD

WASHINGTON—The U.S. Trea-
sury added German-based Euro-
pean-Iranian Trade Bank AG to its
key blacklist Tuesday, saying the
bank has provided a financial life-
line to Iranian companies involved
in weapons proliferation.

The move bans the Hamburg-
based bank—known as EIH Bank for
its German initials—from the U.S. fi-
nancial system. The Wall Street
Journal reported in July that Tehran
was increasingly reliant on EIH to
conduct business on behalf of the
regime’s blacklisted companies.

In recent years, larger European
banks have been unwinding their
business ties with Iran under pres-
sure from U.S. officials eager to
frustrate Iran’s ability to do busi-
ness in support of its controversial
nuclear and weapons programs.

“As one of Iran’s few remaining
access points to the European finan-
cial system, EIH has facilitated a
tremendous volume of transactions
for Iranian banks previously [black-
listed] for proliferation” said Stuart
Levey, the Treasury’s top counter-
terrorism official.

EIH, which is owned by the Ira-
nian government but licensed as a
German bank, becomes the 17th fi-
nancial institution blacklisted by the
U.S. for supporting weapons prolif-
eration or international terrorism.

EIH is also the first financial in-
stitution designated a supporter of
Iran’s allegedly illicit activities since
the July passage of a sweeping U.S.
sanctions law that allows the Trea-
sury to impose sanctions also on
banks that do business with entities,
such as EIH, named on its so-called
Specially Designated Nationals list.

The Treasury said EIH has han-
dled “billions of dollars” of transac-
tions for Iranian banks and provides
financial services to Iranian entities
already blacklisted by the U.S. for
allegedly supporting proliferation.
They include: Bank Mellat; Persia

International Bank; the Export De-
velopment Bank of Iran; and Post
Bank of Iran.

U.S. officials cited four examples
between 2007 and 2009 in which
EIH allegedly facilitated business for
Iranian missile and weapons compa-
nies, including Iran Electronics In-
dustries. In one six-month period
beginning in late 2007, Treasury
said, EIH and Bank Mellat helped
Iran’s missile program purchase
more than $3 million of material.

The U.S. has accused Bank Mellat
of supporting Iran’s Atomic Energy
Organization, which reports directly
to Iranian President Mahmoud Ah-
madinejad and is responsible for de-
veloping the country’s nuclear capa-
bilities. Iran says it wants nuclear
power for peaceful purposes—a
claim disputed by the U.S. and its al-
lies.

A spokeswoman for EIH declined
to comment. A spokesman for the
Bundesbank, which oversees banks
in Germany, declined to comment. A
German foreign-ministry spokesman
said the U.S. informed its German
counterparts about the Treasury ac-
tion in advance.

The foreign-ministry spokesman
said EIH has been placed under
“stringent controls” by the German
banking-oversight agency, pending a
review of imposed sanctions. As
part of this, “all information rele-
vant to the listing of corporations
will be collected and evaluated,” the
foreign-ministry spokesman said.

In blacklisting companies or in-
dividuals, Germany takes its cue
from the United Nations Security
Council, which hasn’t designated
EIH a supporter of Iranian prolifera-
tion. The U.S. blacklist is far more
extensive. Critics of the global sanc-
tions regime say the lack of harmo-
nization among U.N., EU and U.S.
sanctions allows Tehran to exploit
the differences and continue to fi-
nance its nuclear ambitions.

M South Korea to target Iranian bank
branch 12

EU divided on bank

By CHARLES FORELLE

BRUSSELS—European Union fi-
nance ministers remained divided
after a debate Tuesday on a bloc-
wide bank levy and a fresh tax on fi-
nancial transactions, indicating that
neither measure is likely to materi-
alize in coming months.

The bank levy was put forward
as a key piece of postcrisis market
reform. As envisaged by the Euro-
pean Commission, the bloc’s execu-
tive arm, the proceeds from a tax
would flow to dedicated resolution
funds that could be used to wind
down troubled banks in a future cri-
sis, preventing taxpayers from bear-
ing the direct costs of rescue mea-
sures—as they do now.

But finance ministers gave the
proposal a cool reception—pushing
back principally against the notion
that the monies raised should be put
aside for later use. The resistance
reflects a simple reality: In a time of
strained government budgets, a pot
of money collected from banks is
simply too tempting not to touch.

“We’re very clear that it is up to
national governments and parlia-
ments to decide what should happen
to those revenues,” George Osborne,
the UK. chancellor of the exchequer,
said after the meeting. The UK. and
others “did not support proposals for
a European resolution fund,” he said.

The UK., France and Germany all
plan to impose a bank levy, but of
them only Germany has pledged the
revenues to a resolution fund.
French Finance Minister Christine
Lagarde reiterated Tuesday that
France intends bank-tax revenue to
go to the general budget.

The commission plans to propose
bank-levy legislation next year.

There was even less agreement
on a tax on financial transactions.
Ministers tussled over how such a
tax would be assessed, what it
would fund and whether it would be
prudent to implement if the world’s
other financial centers—particularly
the U.S.—don’t go along.

Support appeared slim. Anders
Borg, Sweden’s finance minister,
said his country was opposed. “The
banking levy is more suitable as it
will give us revenues to deal with a
future crisis,” Mr. Borg said. Sweden
tried a tax on purchases and sales of
securities in the mid-1980s, but
abandoned it in 1991 after watching
its trading activity flood offshore to
London. Sweden has had a bank
levy, dedicated to a financial-stabil-
ity fund, since 2008.

ZUMA Press

tax

German Finance Minister Wolfgang Schauble, left, speaks with President of the
European Central Bank Jean-Claude Trichet on Tuesday at the EU headquarters.

Mr. Osborne also opposed the
measure. “It is very difficult to see
in practice how you could make a
transaction tax operate,” he said.

The tax is backed principally by
France. Ms. Lagarde said the idea
remained “technically feasible, prac-
tically difficult, politically desirable
and financially unpredictable,” but
she urged the commission to keep
working on it.

Also Tuesday, the countries took
a modest step toward closer coordi-
nation of their national budgets,
pledging to begin a cycle of peer
“monitoring” in 2011. Reining in the
bloc’s fiscal ne’er-do-wells has been
a priority since the spring. Greece’s
years of overspending were the
proximate cause of the euro-zone
meltdown that necessitated €860
billion ($1.12 trillion) in bailout
pledges.

Such coordination is easier said
than done, however, since countries
are wary of any steps that cede con-
trol of national finances to a central

authority in Brussels. It doesn’t help
that nearly all of them, at one point
or another, have violated the bloc’s
rules on debt or deficit levels.

Still, the agreement reached
Tuesday pledges the 27 countries to
“review their medium-term budget-
ary strategies” each April and to re-
ceive “policy advice” from the as-
sembly of EU ministers in June and
July—Dbefore the next year’s budgets
are completed. (The calendar is
modified for the U.K., which has a
different fiscal year.) The agreement
doesn’t go so far as to give coun-
tries an up-or-down vote on one an-
other’s budgets.

The deal came out of a task force
headed by EU President Herman Van
Rompuy. Mr. Van Rompuy is ex-
pected to make additional proposals
later this month that would touch
on more controversial topics, such
as how budget scofflaws should be
sanctioned.

—Matthew Dalton
contributed to this article.

Turkey’s divisive referendum is

By JOE PARKINSON

ISTANBUL—Turkey’s tightly con-
tested referendum on constitutional
reform Sunday will be a test of sup-
port for a government eager to se-
cure a third term and to push
changes that strengthen its case for
European Union membership.

The reform package, sponsored
by Prime Minister Recep Tayyip Er-
dogan’s AK party, focuses on re-
structuring the judiciary and curb-
ing the power of the military, which
has deposed four governments since
1960. The country’s constitution was
drafted in the wake of one such
coup 30 years ago.

Many of the 26 proposed amend-
ments to the constitution—such as
protection of privacy and personal
information, and collective bargain-
ing for civil servants—aren’t contro-

versial, but the package has been
the subject of intense and increas-
ingly hostile debate here. Mr. Erdo-
gan says the reforms are necessary
to bring Turkey closer in line with
the European Union, while opposi-
tion parties charge that the moves
to give parliament control over top
judicial appointments are a smoke
screen for undermining Turkey’s
secular state.

Polls point to no clear victor, un-
derlining the divisiveness of the
amendments. One survey published
by pollster A&G Research Monday
gave Mr. Erdogan and his party an
edge of just one percentage point,
with 10% of voters still undecided.

Analysts warn that investors
have underestimated the impact of
the vote. A narrow margin of victory
or a defeat could unnerve the gov-

ernment ahead of national elections
due next summer and raise the
prospect of a spending spree to se-
cure votes.

“Opinion polls of the past few
weeks show one thing: Although
support for a ‘yes’ still seems to
prevail, the margin in favor has be-
come tighter over time. ... The call
is going to be very close,” said Si-
mon Quijano-Evans, head of emerg-
ing-market strategy at Crédit Agri-
cole Cheuvreux SA in Vienna.

Morgan Stanley economists on
Monday told clients to hedge their
positions, noting that many inves-
tors, especially nonresident ones,
have been “assuming a comfortable
margin of support.”

Merrill Lynch & Co. said the ref-
erendum looks like “a toss-up.”

Doubts about the government’s

headed for a vote

commitment to fiscal discipline have
escalated following last month’s de-
cision to suspend plans for legisla-
tion limiting the budget deficit.

Mr. Erdogan’s government in re-
cent years won plaudits for its pru-
dent fiscal management, and the
Turkish economy is enjoying a rapid
recovery, expected to grow 6% this
year.

But economists note that the AK
party loosened purse strings during
election campaigns in 2007 and
2009. Ratings agencies are warning
Turkey’s government that a more
expansive fiscal policy would lead to
bigger budget and current-account
deficits.

Senior government ministers,
meanwhile, say a rejection of the
referendum reforms would deal a
blow to the Turkish economy. Dep-

uty Prime Minister and Economy
Minister Ali Babacan told a delega-
tion of young business leaders
Thursday that Turkey would suffer
“traumatic consequences” if inves-
tors doubted the country’s economic
stability.

The Turkish army most recently
deposed a predecessor to Mr. Erdo-
gan in 1997, when it forced Necmet-
tin Erbakan’s Islamist-led coalition
government to resign.

Today, dozens of military officers
are under investigation over an al-
leged 2003 plot to overthrow the
current prime minister.

The EU on Tuesday reiterated its
support for Ankara’s attempt to re-
organize the judiciary, but accused
the government of failing to conduct
a broad public debate on planned
constitutional reforms.



THE WALL STREET JOURNAL.

Wednesday, September 8, 2010

Back to school with new rules

By STEPHANIE BANCHERO

CHICAGO—When Marshall High
School opened for the new school
year Tuesday, it had an almost en-
tirely new teaching staff, a re-
vamped curriculum and a $2 million
infusion of federal money.

The students and teachers at
Marshall—a hulking three-story
building on the city’s violent West
Side known as much for its power-
house basketball teams as its abys-
mal test scores—are among millions
across the U.S. who will see changes
this fall as part of President Barack
Obama’s push to overhaul public
schools.

U.S. Secretary of Education Arne
Duncan has used much of his $100
billion budget—almost twice what
his recent predecessors had—to lure
states into reshaping schools
through programs such as Race to
the Top and school transformations
like the one Marshall is undergoing.

“Mainly, this is a year to lay a
foundation for the long-term re-
forms that will get all students col-
lege-ready,” said Gene Wilhoit, exec-
utive director of the Council of Chief
State School Officers, a nonpartisan
group of state school chiefs.

Race to the Top, the $4.35 billion
competitive grant program at the
heart of Mr. Duncan’s effort, prod-
ded 11 states to tie teacher pay to
student performance, nearly 40 to
adopt rigorous common standards
in reading and math, and at least
another dozen to vow to fix failing
schools. Only 11 states and the Dis-
trict of Columbia won money, but
new laws in many other states are,
nevertheless, taking effect.

As a result, hundreds of school

Only 11 states and the
District of Columbia won
money in the Race to the Top
program, but new laws in
many other states are,
nevertheless, taking effect.

districts and local teacher unions
will renegotiate contracts to link
teacher evaluations to student
achievement. Lesson plans will be
rewritten to comply with new stan-
dards.

The nation’s largest teachers’
unions have been skeptical of Mr.
Duncan’s policies, especially merit
pay for teachers and the mass firing
of staff at low-performing schools.
Some districts have shunned federal
money rather than agree to changes
that come with it.

Randi Weingarten, president of
the American Federation of Teach-
ers, the nation’s second-largest
teachers’ union, said her group
didn’t support all Mr. Duncan’s poli-
cies but agreed that academic stan-
dards needed to be raised and
teacher evaluations overhauled.

“All of these reforms take a huge
amount of work to implement and
teachers must be supported—in-
stead of demonized—if we want to
see any positive changes come from
them,” she said.

As part of the overhaul at Mar-
shall, where fewer than 3% of stu-
dents passed the state achievement
exams last school year, compared
with 59% statewide, the district
hired a new principal and replaced
nearly 80% of the staff, angering the
teachers’ union. It added a stricter
discipline policy and a literacy pro-

Daniel Shea for The Wall Street Journal

Marshall High School’s new Principal
Kenyatta Stansberry, left, speaks to a
parent and student. The Chicago
school is undergoing an overhaul.

gram aimed to help students read-
ing below a sixth-grade
level—nearly one-third of its stu-
dents fall into that category. It also
hired more social workers.

Spurred by Race to the Top, Ohio
plans to build a robust database this
year that will enable the state to fol-
low students’ academic performance
from first grade through college.
Michigan will open new online
schools for high-school students.

State officials in Tennessee cre-
ated a department to guide school
districts as they spend Race to the
Top money on training for princi-
pals, reading coaches and stronger
science and math programs.

“There is an enormous sense of
urgency around making sure that
our $500 million hasn’t gone to
waste,” said Amanda Maynord An-
derson, spokeswoman for the state’s
education department.

The U.S. has experimented be-
fore with large-scale education
overhauls, including No Child Left
Behind, with limited success.

“Reforms always look good be-
fore they are implemented,” said Di-
ane Ravitch, a former assistant sec-
retary of education. “I think it is
going to be a messy year and low-
income and minority children will
lose out because we are experiment-
ing on them.”

Mr. Duncan said he believed the
current overhauls would take hold
because state and local education
leaders were invested in them, hav-
ing passed state education reforms.
“I could not be more pleased, proud,
amazed at the courage and leader-
ship of our state officials,” he said
in a conference call with reporters
last week.

Mr. Duncan doled out $330 mil-
lion to 44 states to create new stan-
dardized math and reading exams
and replace the current multiple-
choice bubble tests. The states,
working together in two groups, are
expected to create the exams this
year for a 2014 roll out.

Overhauling broken schools is
one of the nation’s most difficult ed-
ucation puzzles. Few districts have
cracked the code and none have

Fresh starts

Some state changes spurred by Race to the Top

Expand the number of charter
schools allowed

S ily,&”‘

Allow districts to overhaul low-
achieving schools, including firing
teachers and principals

done so on a large scale. Chicago’s
Marshall, for example, already has
undergone one failed district make-
over. Its next attempt will come
through Mr. Duncan’s $3.5 billion ef-
fort to transform 5,000 low-per-
forming schools.

To get some of the federal dol-
lars, Mr. Duncan insisted that dis-
tricts take aggressive steps, such as
firing principals or eliminating
teachers. Chicago Public Schools
won about $20 million over three
years to revamp four campuses, in-
cluding Marshall.

The 117-year-old high school has
been a source of pride and embar-
rassment. Its basketball teams have
won nearly a dozen women’s and
men’s state titles and produced pro-
fessional women’s all-star player
Cappie Pondexter. The school’s team
was featured in the documentary
film, “Hoop Dreams.” But Marshall
students have a greater than 50%
dropout rate and the school has
been plagued by violence.

Some challenges were evident
last week during school registration.
Principal Kenyatta Stansberry, 38
years old, roamed halls lined with
freshly painted lockers, welcoming
students back. A long line of par-
ents, summoned there by Ms. Stans-

Require student achievement
data be used in teacher reviews

Adopt a common set of math and
reading standards for students

Source: U.S. Department of Education

berry, sat outside the school’s main
office waiting to talk about their
low-achieving or disruptive children.

When one student disobeyed a
security guard, Ms. Stansberry
marched down the hall shaking her
head and wagging her finger. As the
young man tried to walk away, she
led him by a shoulder into an empty
classroom.

“You either roll like we roll or
you got to go,” she told the boy. “We
have a new program here and we
won’t disrespect you and you won’t
disrespect us.” The boy shrugged
and walked away.

“This is not easy,” said Ms.
Stansberry, who came to Marshall
after leading a turnaround at an-
other Chicago high school. “But
we’ve got the right teachers in place
to create a culture of high expecta-
tions.”

Paquita Johnson, a Marshall se-
nior who maintains a B average,
said she was nervous about the new
teachers and tougher standards. But
she welcomed the challenge. “People
ignored us for so long because they
think we aren’t smart enough to go
to college,” said Ms. Johnson, who
hoped to major in psychology at the
University of Central Florida. “It’s
like someone finally cares.”

Tax break?
Not this one

By DEBORAH SOLOMON
AnD PETER WALLSTEN

The Obama administration has
targeted small business with
laser-like focus, pushing a $30
billion small-business lending
fund in Congress and now rolling
out a tax break allowing
businesses to deduct 100% of
qualified capital investments.

But the chief economist at the
National Federation of
Independent Businesses said
Tuesday that small business didn’t
need more tax relief. Instead, he
said, Washington should aim its
firepower at consumers so they
begin spending money and
creating demand for the products
and services small companies
provide.

“If you give a small-business
guy $20,000 he’ll say, ‘I could buy
a new delivery truck but I have
nobody to deliver to,” ” said
William Dunkelberg, chief
economist for NFIB.

Rather than aim more tax relief
at business, Mr. Dunkelberg said,
Washington should extend the
temporary tax cuts passed under
the George W. Bush
administration for
everyone—including those making
above $250,000.

“History shows that letting
Washington have the money and
spend it is very ineffective,” he
said.

The administration’s latest
idea, which would allow
businesses to temporarily deduct
100% of qualified capital
investments, can help “on the
margin,” Mr. Dunkelberg said.
With capital spending by small
business at a 35-year low, some
firms will take advantage of a
temporary tax incentive to replace
equipment.

But Mr. Dunkelberg said he
thought most small businesses
would hold on to their cash until
more certain economic times.

Reid’s unlikely friends

Senate Majority Leader Harry
Reid is one of the country’s most
unpopular Democrats. He is also
widely disliked in his home state
of Nevada. But as he revs up his
expansive, and expensive, political
machinery to try to win re-
election against a powerful anti-
incumbent wave, Mr. Reid is
leveraging his leadership power to
win support from unlikely
quarters—the Republican Party.

Rusty Tybo, Republican mayor
of tiny Wells, Nev., said he was
backing Mr. Reid because the
senator helped his town secure
$680,000 in grants to rebuild
from an earthquake two years ago
that left the downtown in ruins.

Frank Fahrenkopf, a Reagan-era
Republican National Committee
chairman, said that his current
post as head of the American
Gaming Association, whose
biggest members are Las Vegas
casinos, made it a “no-brainer” to
back Mr. Reid.

“My job is to protect the
interest of my industry and the
state of Nevada,” he said. “Do I
want to do that with the majority
leader or a freshman Republican?”

—More at washwire.com
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Petraeus sees gains amid violence

By JuLiAN E. BARNES
AND MATTHEW ROSENBERG

KABUL—Gen. David Petraeus, an-
ticipating sustained violence in Af-
ghanistan in the coming months,
said in an interview he wants to
overhaul how the U.S. measures
progress there in the months lead-
ing to a crucial Obama administra-
tion review of Afghan strategy in
December.

Unlike traditional wars in which
progress is measured by territory
taken and the number of enemy
killed, the counterinsurgency cam-
paign being waged by North Atlantic
Treaty Organization forces in Af-
ghanistan is focused on lessening vi-
olence and restoring confidence in
President Hamid Karzai’s govern-
ment.

Such progress is harder to quan-
tify. That leaves Gen. Petraeus, who
took over in July as commander of
U.S. and allied forces in Afghanistan,
in a predicament: Levels of violence,
one of the few clear measures of
progress, are likely to remain high
until the Afghan fighting season
concludes toward the end of the
year. But he faces a review by the
Obama administration of Afghan
strategy in December.

Gen. Petraeus talked extensively
about his work over the last two
months to get a “feel” for the secu-
rity situation in Afghanistan. He
drew comparisons between the cur-
rent situation in Afghanistan and
the situation in Iraq a few months
after the 2007 surge began there,
before violence began to decline.

The surge forces ordered last
year to Afghanistan by U.S. Presi-
dent Barack Obama are now in
place. The current strategy, Gen. Pe-
traeus said, revolves around expand-
ing what he calls “security bubbles.”

The process has been under way
since February, with allied and Af-
ghan offensives in the southern
provinces of Helmand and Kandahar,
the Taliban’s birthplace. The opera-
tions in Kandahar are set to inten-
sify in coming weeks with the end of
the Muslim holy month of Ramadan.

The security-bubble idea is to
create a continuous safe zone in the
most populous areas of the south,
where the Taliban are strongest,
and push violence to rural areas on
the fringes. Similar efforts are play-

ing out in northern and eastern Af-
ghanistan, although on a smaller
scale.

Once safe zones are established,
Gen. Petraeus plans to thin out in-
ternational forces. Some will be
pushed to other hot spots while oth-
ers can leave in what Mr. Obama has
said would be a drawdown of U.S.
forces beginning next summer.

At the same time, Gen. Petraeus
is trying to thicken forces in trouble
spots, especially by using Afghani-
stan’s growing army and police.

Gen. Petraeus attributed the rise
in violence seen in the past two
years in Afghanistan in part to the
massive spike in allied forces. There
are now over 95,000 U.S. troops in
Afghanistan, fighting alongside an
Afghan army that currently numbers
more than 136,000 soldiers and
growing.

“I can trace the line of the vio-
lence, right along the security bub-
ble,” Gen. Petraeus said. “When we
have an operation going on, people
shoot back from their sanctuaries
and safe havens.”

The data on violence include
some measures that indicate a
slowly improving security situation,
he said.

Insurgents’ use of improvised ex-
plosive devices, or IEDs, their single
deadliest tactic, has generally flat-
tened in the past year, he said.

Shootings, meanwhile, are up, he
said. But those incidents tend be
less deadly than IED attacks.

Gen. Petraeus compared the situ-
ation with what he saw in the
months after he took command in
Iraq in 2007 By June of that year,
even with violence at highs, Gen. Pe-
traeus said he began to see indica-
tors that the surge was beginning to
work.

The command in Iraq noticed
sectarian violence declining, even as
overall violence remained high.
They also noticed the number of car
bombings fall, as troops began to
take apart the networks supplying
those bombs.

“Way before I told people, I
could sense that things were chang-
ing,” Gen. Petraeus said. “There
were some metrics supported that,
others did not. The violence kept
going up.”

In Afghanistan, the networks
that place and plant IEDs are also

Reuters

Agence France-Presse/Getty Images

under pressure, Gen. Petraeus said,
pointing to recent interdictions of
bombing supplies and the increased
tempo of Special Operations Forces
raids that have killed or captured
scores of midlevel Taliban com-
manders.

But he said it was still to early
conclude those factors were the sole
reasons the number of IED attacks
had flattened.

Despite his frequent references

to Iraq, Gen. Petraeus noted critical
differences between the sectarian
fight there and the war in Afghani-
stan. In Afghanistan, the war is
against an insurgency drawn almost
entirely from Pashtuns, the coun-
try’s largest and traditionally domi-
nant ethnic group.

Unlike Iraq, where the surge saw
sectarian violence decline, the surge
in Afghanistan comes at a time of
increasing tension between the

Gen. Petraeus, left, in Kabul, says has
been working to get a more ‘granular’
feel for Afghanistan. A U.S. soldier
patrols in Kandahar, above.

Pashtuns and the smaller Tajik,
Uzbek and Hazara ethnic groups.
The growing disenchantment among
non-Pashtuns is being driven in
large part by the efforts of Presi-
dent Karzai, a Pashtun, to strike up
peace talks with the Taliban, say
leaders of those ethnic groups.
For now, those tensions haven’t
resulted in ethnic strife, and the fo-
cus of coalition forces remains on
expanding their security bubbles.
Before being named the top com-
mander, Gen. Petraeus had never
served in Afghanistan. He remains
much more of an expert on Iraq. But
on his trips around the country,
Gen. Petraeus said he is working to
get a more “granular” feel for Af-
ghanistan, at the same time as he
makes sure his commanders under-
stand the nuances of his strategy.
On Monday at a Marine Corps
base in Delaram, in the southwest-
ern province of Nimroz, Gen. Petra-
eus quizzed commanders on the
precise location of their forces, ask-
ing questions about the strength of
Taliban forces, and areas where res-
idents have returned to their homes.

Lawsuit seeks to halt
suspicionless searches

By CHAD Bray

NEW YORK—The U.S. Depart-
ment of Homeland Security has
been sued over its policies that al-
legedly authorize the search and
seizure of laptops, cellphones and
other electronic devices without a
reasonable suspicion of wrongdoing,
the American Civil Liberties Union
said Tuesday.

The ACLU claims the policies
place no limit on how long Home-
land Security can keep a traveler’s
devices or on the scope of private
information that can be searched,
copied or detained. There is no pro-
vision for judicial approval or super-
vision, the ACLU said.

“Innocent Americans should not
be made to feel like the personal in-
formation they store on their lap-
tops and cellphones is vulnerable to
searches by government officials

any time they travel out of the
country,” said Catherine Crump, a
staff attorney with the ACLU’s
Speech, Privacy and Technology
Project.

The lawsuit was filed on behalf
of the National Press Photographers
Association, the National Associa-
tion of Criminal Defense Lawyers
and Pascal Abidor, a 26-year-old
Brooklyn, N.Y., resident. The com-
plaint was filed in federal court in
Brooklyn, the ACLU said.

The ACLU claims Mr. Abidor was
detained for several hours without
being charged and his laptop was
seized for 11 days by U.S. Custom
and Border Patrol officers when he
returned to New York from Mont-
real by train in May. Mr. Abidor, a
dual French-U.S. citizen, is an Is-
lamic Studies Ph.D. student.

Homeland Security didn’t re-
spond to a request for comment.

Quran burning to go forward

Associated Press

GAINESVILLE, Fla.—A Christian
minister said Tuesday that he would
go ahead with plans to burn copies
of the Quran to protest the Sept. 11
terrorist attacks despite warnings
from the top U.S. general in Afghan-
istan and the White House that do-
ing so would endanger U.S. troops.

Pastor Terry Jones of the Dove
World Outreach Center said he un-
derstood the government’s con-
cerns, but planned to go forward
with the burning this Saturday, the
ninth anniversary of the attacks.

He left the door open to change
his mind, however, saying that he is
still praying about his decision.

Gen. David Petraeus warned
Tuesday in an email to the Associ-
ated Press that “images of the burn-
ing of a Quran would undoubtedly
be used by extremists in Afghani-
stan—and around the world—to in-
flame public opinion and incite vio-
lence.”

State Department spokesman P.J.
Crowley echoed that later in the
day, calling the plan to burn copies
of the Quran “un-American” and
saying it did not represent the
views of most people in the U.S.

“While it may well be within
someone’s rights to take this action,
we hope cooler heads will prevail,”
Mr. Crowley said. He said burning
copies of the Quran would be “in-
consistent with the values of reli-
gious tolerance and religious free-
dom,” and potentially puts the lives
of U.S. soldiers and diplomats at
risk.

Mr. Jones told the AP in a phone
interview that he was also con-
cerned, but wondered how many
times the U.S. could back down.

“We think it’s time to turn the
tables, and instead of possibly blam-
ing us for what could happen, we
put the blame where it belongs—on
the people who would do it,” he
said. “And maybe instead of ad-
dressing us, we should address radi-

cal Islam and send a very clear
warning that they are not to retali-
ate in any form.”

Mr. Jones, who runs the small,
evangelical Christian church with an
anti-Islam philosophy, said he had
received more than 100 death
threats and had started wearing a
A40-caliber pistol strapped to his
hip.

The threats started not long af-
ter the 58-year-old minister pro-
claimed in July that he would stage
“International Burn a Quran Day.”
Supporters have been mailing copies
of the Islamic holy text to his Dove
World Outreach Center to be incin-
erated in a bonfire that evening.

The fire department has denied
Mr. Jones a required burn permit
for Saturday, but he has vowed to
go ahead with his event.

He said lawyers have told him
his right to burn the Quran was pro-
tected by the First Amendment,
whether he has permission from the
city or not.
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The voters

With Americans fairly
evenly split by party loyalty
and campaign
contributions, bringing out
the vote is key. Polls
suggest Republicans have
the edge on enthusiasm.
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Get ready for a big Republican wave

By GERALD F. SEIB

This is about the time when
Democrats thought—or perhaps
hoped—the political clouds that
have hung over them all year would
begin to lift.

Instead, those clouds may actu-
ally be getting darker.

Mounting economic gloom and a
controversial agenda are exacting a
heavy toll on their prospects for
keeping control of Congress in the
Nov. 2 elections, according to a new
Wall Street Journal/NBC News poll.

The poll, taken to coincide with
the traditional Labor Day kickoff of
the campaign’s home stretch, shows
the Democrats’ biggest problem is a
wide passion gap: Voters angry at
Democrats are fired up to vote,
while many who like them are
yawning over the coming election.

When voters overall are asked
whether they prefer that Novem-
ber’s vote produce a Congress con-
trolled by Democrats or by Republi-
cans, they split evenly, 43% favoring
Democrats and 43% Republicans.

But among those who appear
most likely to vote, based on their
level of interest in the campaign and
their history of voting, the Republi-
cans own a dramatic 49% to 40% ad-
vantage. If that kind of lead holds,
Republicans would almost certainly
take back control of the House.

A tide of national unhappiness
and disenchantment with Washing-
ton has been building all year and
proving a threat to incumbents of
both parties, as illustrated by the
primary defeats of Republican Sens.
Robert Bennett of Utah and Lisa
Murkowski of Alaska by upstarts
within their own party. But the sour
mood is a particular problem for
Democrats because they are in con-
trol of both the White House and
Congress, and the few springtime
signs that the economy might have
significantly improved by Election
Day have been snuffed out.

Indeed, the most striking finding
in the new survey is the indication
of a deep slide in economic confi-
dence. Only 26% of those surveyed
think the economy is going to get
better in the next year, down mark-
edly from 47% a year ago.

In the same vein, the share who
think the country is generally on the
wrong track now stands at 61%, up
from 48% a year ago. Perhaps most
telling for Democrats, approval of
President Barack Obama’s handling
of the economy has slipped to 39%.

That reading, said Republican
pollster William McInturff, who co-
directs the Journal/NBC News sur-

vey with Democrat Peter Hart, was
“a huge danger sign” for Democrats.

GOP Rep. Kevin McCarthy of Cal-
ifornia, who was in charge of re-
cruiting his party’s candidates for
House races this year, said he was
cautioning his troops “Democrats
haven’t unleashed their money yet”
in many House races and would be
using their war chest to attack hard
in the two months remaining.

Still, Mr. McCarthy said the fa-
vorable winds for the GOP also
meant the party should think about
the range of seats it has a chance to
seize. “Republicans should expand
that field and look beyond, and not
use past elections as an indicator”
of what is possible this year.

Rep. Eric Cantor of Virginia, the
second-ranking House Republican,
said he was advising candidates “to
stay focused on the issue the public
is concerned about, and that is the
economy.”

While the survey illustrates
Democrats’ deep problems, it also
suggests the strategy that party
leaders are likely to pursue to limit
the damage: devoting resources to
energize their own voters and focus-
ing attention on a Republican party
that isn’t particularly popular ei-
ther, according to the poll.

One hope for Democrats is this:
There are enough pro-Democrat,
pro-Obama voters available to help
the party head off disaster—if they
can be persuaded to show up and
vote. In the survey, those who ex-
pressed the very highest levels of
interest in this year’s election pre-
ferred a GOP Congress by a margin
of 53% to 35%. Among all other, less
interested voters, Democrats are
preferred by a 20-point margin.

So Democrats’ most urgent chal-
lenge in the next eight weeks is to
turn these uninterested voters into
interested voters—a difficult task,
but one party leaders insist they are
tackling.

“We have had a voter contact
program that has been going strong
for more than a year,” said Jennifer
Crider, deputy executive director of
the Democratic Congressional Cam-
paign Committee.

Recognizing the challenge Demo-
crats face, she says, the national
party has helped put a field director
and an average of five staff mem-
bers in place in 75 of the most hotly
contested House congressional dis-
tricts, where they have been build-
ing a base of volunteers to turn out
the vote. Democratic leaders say the
party will be spending at least $50
million for mobilization efforts be-
tween now and the election.

Findings From the Latest WSJ/NBC News Poll
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The second Democratic tactic
suggested by the numbers is to re-
mind voters they aren’t fond of the
Republican Party either. Amid all its
woes, the Democratic Party is
viewed positively by 36% of those
surveyed, higher than the 30% with
a positive view of Republicans. Fully
a quarter said they’d vote for an in-
dependent or third-party candidate
if they had the chance; a similar
share said they were interested in
voting for someone in the tea-party
movement.

That suggests there will be a
concerted strategy by Democrats to
make the election as much about
Republicans who seek control as it
is about Democrats now in control.

Still, even Democrats acknowl-
edge they face big problems.

“We all know that there’s a hur-
ricane coming for the Democrats,”
said Mr. Hart, the Democratic poll-
ster. “What we haven’t determined
at this moment is whether it’s going

The president

Approve of the job Obama is doing
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to be a category three or a category
five.”

Weak approval ratings for Mr.
Obama aren’t helping. The presi-
dent’s overall job-approval rating
now stands at 45%, down from 47%
earlier in August, while 49% said
they disapproved. His approval rat-
ing has declined most noticeably
among seniors, suburban women
and Midwestern voters.

Mr. Obama is benefiting from his
announcement last week that com-
bat operations are ending in Iraq;
approval of his handling of the war
has risen to 52% from 49% earlier in
the month.

But other parts of his agenda ha-
ven’t gone over so well. One-third of
those polled said the big health-care
overhaul Mr. Obama championed
“made things worse.”

Still, Mr. Obama doesn’t seem to
be the central cause of Democrats’
problems. Just 12% of those who
said they prefer a Republican-con-
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trolled Congress said they wanted to
vote that way to protest the per-
formance of the Obama administra-
tion, while more than twice as
many—28%—said they wanted to
protest the performance of Demo-
crats in Congress.

Democrats argue it still will be
tough for Republicans to pick up the
net total of 39 Democratic-held
seats they need for control of the
House.

For one thing, Democratic lead-
ers think the nation’s general wave
of unhappiness may wash away
some Republican incumbents, as
well. Indeed, 56% of all vot-
ers—Democrats, Republicans and in-
dependents—said it was time to
give a new person a chance in their
own congressional district.

As a result, Democrats think they
have a chance to take perhaps four
or five Republican seats, making the
GOP climb to control that much
steeper.





