
Frydenberg is wrong to support Ivanka and Donald Trump on the World Bank. It'd be better to let it die

Written by Mark Crosby, Professor, Monash University

Treasurer Josh Frydenberg has offered support to Donald Trump&rsquo;s pick for the World
Bank Presidency .

David Malpass  is currently Under Secretary of the United States Treasury with responsibility
for International Affairs, and his previous experience includes being chief economist at Bear
Stearns prior to their collapse. 

Our Treasurers support is wrong headed. 

No matter what the strengths of David Malpass, the next World Bank President should not be
American.

After World War Two the victors designed many of our global institutions, including the World
Bank, and the International Monetary Fund. Major global institutions were headquartered in
Europe or the United States, and there was an agreement that the World Bank President would
be a US citizen, while the IMF would be headed by a European. 

This cosy arrangement was fine for most of the 20th century, but is at odds with our 21st
century world.

Trump’s unspoken ultimatum

It has been suggested that Trump would follow his usual negotiating tactics and withdraw
support from the World Bank if the next chief is not American, which is presumably why some
countries including Australia are likely to support Malpass.

The search for the US nomination was headed by Steven Mnuchin and Ivanka Trump, with
Invanka Trump herself mentioned as a possible nomination .
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https://www.bbc.com/news/business-47137298
https://www.bbc.com/news/business-47137298
https://www.afr.com/news/politics/world/trump-picks-critic-of-china-lending-david-malpass-to-head-world-bank-20190207-h1ay9r
https://theconversation.com/a-trump-aligned-world-bank-may-be-bad-for-climate-action-and-trade-but-good-for-chinese-ambitions-110265
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Malpass may be a better candidate than the President’s daughter, but I doubt it.

Malpass has been a critic of World Bank lending to China and at Bear Stearns he ignored
warning signs of crisis in 2007.

But it’s not so much Malpass’ dubious credibility that is the problem, but the idea that the
President should always be American. 

The American might not be the best candidate

Important global institutions should be led by the best candidate. The views and expertise of
emerging market candidates, particularly from larger economies such as China, India, Brazil,
Nigeria and Indonesia should be taken more seriously.

In recent years the IMF would have been much better led by a non-European. The decision to
bail out French and German banks at the expense of the Greek economy in 2012 was a poor
decision made by the French head of the IMF. 

The IMF rightly supported restructuring of banks and financial markets after the Asian Financial
Crisis in 1997, but did not push for the same for European or US banks after 2008.

So what if Australia and other middle powers did not support Malpass’ nomination? 

Better off withoug the World Bank?

A US withdrawal from the World Bank would probably see its demise. But so what? 

The World Bank has become relatively toothless.
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Last year China lent more money to emerging market economies than the World Bank.

And this is the point. China needs to be brought into the World Bank and other institutions more
fully, not sidelined. 

       Read more:       A Trump-aligned World Bank may be bad for climate action and
trade, but good for Chinese ambitions

Problems with governance and other issues with China’s Belt and Road initiative would be
much better handled by a multilateral agency, whether that is a properly renewed World Bank or
a new institution.

Mark Crosby does not work for, consult, own shares in or receive funding from any company or
organization that would benefit from this article, and has disclosed no relevant affiliations
beyond their academic appointment.
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Read more http://theconversation.com/frydenberg-is-wrong-to-support-ivanka-and-donald-tru
mp-on-the-world-bank-itd-be-better-to-let-it-die-111434
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