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‘The World Bank

Kim selection

The new boss of the World Banlchas atough job: The manner of his app ointment

has madeit tougher

FOR the past decade, two big trends have
been reshaping development, One is
the growth of: new sources of aid and
loans, Motably middle-income countries
such as China, private capital flows and
charitable organisations such as the Gates
Foundation. This is undermining the dom-
inance of Westerninstitutions. The other is
a new way of thinking about develop-
ment, which focusesless on national plans
arid more on the tights of mdmduals and
specificgroups.

. Both trends are profoundiy affecting
the World Bank, the world's foremost de-
vélopment institution, which’ got a new
president on April 16th. Jim Yong Kim, the
head of Dartmouth College in New Hamp-
shive, won the job after a controversial and
unprecedented contést. His background
and the manner of his appointment raise
awkward questionis about how the World
Bank will adjust to the changes affectingit,

Just before Dr Kiri’s appointment, Mi-
chael Woolcock of the bank’s develop:
mént-research group, posted -a blog-enitry
on the group’s website. He argued that the
contest to lead the bank reflected different
models of development. In one corner is
“Big Development”; Its aim is the transfor-
mation of countries through investinentin

Kim, tight-lipped

large-scale projects such as educaiion,
transport and public| health, Governments
are essential to Big Development: they are
responsible for policy overall and are best
able to organise nationwide change.

Set against that is “Small Develop-
ment”, “Inspired less by transformational
visions of entire countries,” Mr Woolcock
writes, .

and more by the immediate plight of partic-
ular demographic groups {AIDS orphans,
child soldiers, “the poor"Mliving in particular
geographic places (disaster zones, refugee
camps, urban slums), Small Development

- advocates focus not on building systems in
the medium run but on compensating for
the failurée of systems inthe short run. "Dl:

elcprnent" this becomes an exercisein ad-

vocacy, in accurate targeting, in idenlifying
particular “tools” that “work™. :

The contest for the World Bank’s presiden-
cy reflected these extremes. Dr Kim’s main
challenger was Ngozi Okonjo-Tweala; Ni-
gerig’s finance minister and its main offi-
cial in charge of national spending plans.
Dr Kim has almost no experience in gov-
ernment. He was head of a small medical
charity which pioneered new. techniques
for identifying-which ;policies woik and
which target-groups) need help. - 3

. The question is whether his appmnt-
ment implies that the World Bank will
now move towards the “Small Develop-
ment” model. Dr Xim himself said almost
nothing in public during the contest, so itis
impossible to tell what he aims to do. Sev-
eral bank insiders claimed the selection
pracess had nothing to do with the candi-
dates' merits and everything to do with
their nationality (by ignoble tradition, the
head of the World Bank has always been,
like Dr Kim, American). So little can be in-
ferréd from his selection. .On the other
hand; officials of the Obama administra-
tion say they nominated him because he
reflects their priotities and could challenge
the way the bank works, having not spent
half hislife working in it. That would seem
to imply the bank’s largest shareholder
wantsa shiftin emphasis,

Overto him

If so, it would be hard to achteve The
World Bankis the Big Development institu-
tion par excellence. Lending to govern-
ments is its reason for being. There is no
consensus in favour of changing this dra-
matically. As Lant Pritchett, a former bank
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staffer and critic.of Dr Kim, argues, *hu-
mane development, while terrific and no-
ble and important work,is not the same as
national development. Famine relief is a
holding action, not an agricultural strat-
egy.” Since Dr Kim did not outline hisideas

" in public (when a Washington, b think-

tank invited the candidates to question-
and-answer sessions, he did not show up),
he cah hardly claim a mandate for change,
He may also find it hard to forge a differ-
entrelationship between the bank and the
new donors. In19go more than nine out of
ten of the world’s poorest—those living on
$1 a day or less—lived iri poor countries,
Now, three-quarters live in middle-income
states such as China, India and Brazil, This
is a problem for.thé bank because it mostly
still ends to poor tountries, not poor peo-
ple: Since the middle-income states have
aid programmes of their own, the bank’s

. direct lending to them is shrinking as a

share of totallending.

So Dr Kim needs to figure out what, :f
anything, the bank’s role shouild be in the
countries where.niost poor people live.
That task will be hampered by.the manner
of his victory. Several emerging nations
complained that his appointment was
fixed by America and Europe. South Afri-
ca’s finance minister talked about “serious
concerns over the levels of ransparency”.
Guiding the bank through the shifting
landscape of development will be hard. By
saying nothing about how heintends to do
so, DrKimhas made a bad start. @

China’s current-account surplus

Fair play or foul?

The Chinese yuan now looks close toits
fair valu e

A[‘ ITS peak, of over10% of o in 2007,
China’s current-account surplus of-
fered firm proof that the yuan was under-
valued. The evidence is much less conclu-
sive now. China's currency is 30% stronger
in real trade-weighted terms than in 2005,

- when its peg to the dollar was scrapped.

Partly as a result, the country’s current-ac-
count surplus fell o 2.8% of Gop last year,
Even the International Monetary Fund
(imE), which has been consistently more
pessimistic than most economists (see
chart on next page), has slashed its fore-
castsforthe suiplus. The fund now expects
it to dip to only 2.3% of epr this year, and
then to rise gradually to just above 4% of
GpP by 2017 (compared with predictions
in April 2011 0f 6.3% and 8%, respectively). It
may still be overegging things, even so. The
iMp assumes that China’s real frade-
weighted exchange rate will remain con- »
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