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China’s initiative to establish the Asian Infrastructure Investment Bank
(AIIB), attracting membership from G7 countries against the vocal
opposition of the United States, has been recognised as a significant
moment in an ongoing hegemonic transition.

This book examines how power transitions have played out in the World
Bank over the last five decades, offering the first authentic account of the
international diplomacy behind donor financing of the World Bank’s
International Development Association (IDA). Jiajun Xu decodes how
the United States amplified its influence at the World Bank despite its
flagging financial contributions to IDA. She further demonstrates that the
widening influence-to-contribution disparity provoked other donors into
taking ‘exit/voice’ measures, contesting the hegemon’s legitimacy.

A rising China initially decided to become an IDA donor, seeking
influence from within. But the entrenched hegemonic position of the
United States in World Bank governance drove China to initiate the AIIB
and New Development Bank, putting competitive pressures on the US-
centred multilateral institutions to adapt.
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Committee for Development Policy Secretariat. Xu holds a DPhil (PhD)
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Foreword

The rise of China is changing global economic governance. China’s
accession to the World Trade Organization in 2001 heralded a rapid
growth in trade and investment flows with each region of the world.
Its participation in the Group of Twenty Finance Ministers after the
East Asian financial crisis in 1997 signalled an increased engagement
in governance. This was followed by a closer engagement in the
International Monetary Fund and an increased attention to
international cooperation in development finance. Most recently,
China led the way in creating the Asian Infrastructure Investment
Bank in Beijing and the New Development Bank in Shanghai.
However, alongside these developments, China’s role in established
institutions such as the World Bank is changing. This book offers an
explanation of these changes, by dissecting how previous rising
powers have sought influence in the World Bank and with what
implications for the organization.

Jiajun Xu’s research unpacks the negotiations which establish how
much major donors give to the World Bank’s concessional funding
arm — the International Development Association (IDA). This is a
crucial window into change in the organization. Although the World
Bank’s formal voting structure is virtually immutable, regular IDA
‘replenishment rounds’ offer a unique forum for countries to translate
changes in economic power into shifts in influence in the World Bank.
Every three years, countries engage in a long process of negotiations,
vying for power and influence.

The World Bank’s own public explanation is that IDA burden shares
change to reflect the changing relative weight of the contributing
countries in the world economy. But Xu’s historical research offers a
new analytical framework for understanding who ends up contributing
what amount and what share of the total. First, she highlights the
hegemonic interest of the United States, fluctuating in line with the
intensity of the Cold War and with an ongoing persistence in exercising

X
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influence in the governance of IDA even as its burden share fell sharply,
especially after the Cold War. Second, she decodes the competition for
status and influence among secondary powers in the developed world.
Finally, she weighs in the exercise of exit and voice options as
counterweights to US influence by other contributors to IDA.

The book contributes the first ever detailed history of the IDA
replenishment process. As a doctoral student under my supervision at
Oxford University, Jiajun analysed the dynamics of sixteen
replenishment rounds from 1960 to 2013. In this book she details the
political processes at work. We read about how the UK and Germany
each tried to resist the first attempts by the United States to reduce its
contributions whilst retaining its influence. We learn about Japan’s bid
for voting power as it rose to become the second largest economy in the
world. Uncovered are the standoffs over US arrears and the ensuing
birth of a special facility for Africa, as well as struggles with Bank
management over independence, accountability, and incentives. The
account is pieced together from the archives at the World Bank, in the
United States and in the UK, as well as through countless interviews.

The role of China is examined in the latter part of the book, based
on a set of interviews Xu conducted in Beijing during 2011-2013. She
writes up the debate among Chinese policy makers that led to the
decision to put its major multilateral funding through new
institutions rather than lifting its contribution to IDA and other
established multilateral financing facilities. That said, in January
2016 the US Congress finally stopped holding out support of a
package of reforms in the IMF and World Bank which will increase
China’s voting power in each organization. This may encourage
greater participation in the World Bank. But Xu’s work highlights
that China has exercised an exit and voice option vis-a-vis the World
Bank that has already made its mark.

Ngaire Woods
Oxford, April 2016.
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