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Finally Jim Yong Kim, the nominee of President Obama, has been chosen as the president of the World Bank. There should be no doubt about the credentials of Mr Kim, a Korean-American public-health expert and professor who is currently president of the Ivy League University Dartmouth College. He worked in the World Health Organisation (WHO) as head of its HIV/Aids programme. But the question here does not pertain to the excellent credentials or academic excellence of the person in question.

 

This time round, it was the first-ever challenge to the long-established tradition that the World Bank’s president will be a US citizen nominated by the US president. The debate in the global press since President Obama nominated Mr Kim as the candidate of World Bank’s top slot simply was: whether the president of the World Bank should be selected through an open, transparent and merit-based process irrespective of his nationality, or he should essentially be a US citizen nominated by the US president. 

 

This question was hotly debated due to three main reasons. First, the role of the emerging economies has tremendously increased in the world economy in terms of output and contribution. Even the World Bank and the IMF are looking towards emerging market economies for funds. Further, these economies have shown a high level of resilience amid the financial turmoil that has gripped the globe since 2008. The Western world is still in the bind of this financial turmoil. The Euro zone crisis is a case in point. On the other hand, the emerging economies have fast recovered. So the argument goes that the future of the world lies in the emerging economies and the developing world.

 

Second, the activities of the World Bank are mainly geared towards the developing world where majority of the poor reside. Poverty alleviation initiatives, HIV/Aids programmes, and other endeavours of the World Bank in fields like governance, anti-corruption and recovery of stolen assets are directly related with the poor and developing countries. So the appointment of a candidate from the developing countries will give a sense of ownership and leverage with the World Bank’s initiatives.

 

Third, the other two candidates whose names were put forward by the 11 directors from emerging and developing countries were equally excellent in terms of their credentials. For example, Jose Antonio Ocampo, currently professor at Columbia University, has vast experience in the domains of economics and finance. He worked as minister of economy, finance and agriculture in Colombia, his native country. He served as the United Nations under-secretary general for economic and social affairs. He had thus got a good blend of practical and academic experience.

 

In his article titled “What the World Bank should do,” Mr Ocampo gave a very balanced view of the development. “That experience has taught me that successful development is always the result of a judicious mix of market, state and society – no one-size-fits-all strategy exists. Development is a comprehensive process that involves economic, social, and environmental dimensions,” he wrote.

 

I have the honour of having been his student at Columbia University where he taught me “macroeconomics for development.” His lectures in the class were really a vindication of his clear understanding of the development issues and priorities of the developing world. He is a strong believer of counter-cyclical policies to address the boom-bust cycles and avert financial crises. He believes that development is a persistent structural change.

 

I fully understand that I may be a bit biased about Mr Ocampo as he was my mentor at Columbia, but what about the other candidate Ngozi Okonjo-Iweala, the finance minister of Nigeria? She was also an excellent candidate. She is an insider of the World Bank as she worked as one of its managing directors for several years.

 

So the point is that both the candidates were excellent, but the selection process, which is monopolised by the US, wasted an opportunity for the World Bank to emerge as an institution which is respected in the developing world. One of the main reasons for the unpopularity of multilateral institutions like the IMF and the World Bank in the poor and developing countries is perception, and rightly so. There is a widespread feeling that these institutions are controlled by the developed world, especially the US, and used as instruments for furthering their agendas.

 

Joseph Stiglitz, Nobel laureate in economics and professor at Columbia, raised this point in one of his recent articles, entitled “Whose World Bank?” He said: “For years, the Bank’s effectiveness was compromised because it was seen, in part a tool of the Western governments and their countries’ financial and corporate sectors.” But the US has compromised its long-term interests by keeping its grip on the World Bank. The selection of the Korean-American as president of the World Bank may serve the United States’ immediate security agenda at Seoul and America’s medium-term economic agenda in South-East Asia.

 

Loosening of the US grip on the World Bank, and by extension on the world financial system, might have had political cost for Obama in an election year, so the decision may have been helpful for him. But it will not help the World Bank in improving its image in the developing countries. The credibility of its policies will continue to be questioned with an ever-widening chasm between the developed and the developing world. A golden opportunity to right the wrong and correct the balance has surely been missed.
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