The European Central Bank The Italian's job

The next president of the world’s second-most-important central bank should be Mario Draghi
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EUROPE’S policymakers have a remarkable capacity to worsen their economic pain with self-inflicted wounds. Earlier this month bickering at a Brussels summit unsettled financial markets and sent bond spreads soaring. Now the future leadership of the European Central Bank is up in the air, after the sudden resignation of Axel Weber, the president of the German Bundesbank and the man who had seemed most likely to replace the ECB’s current president, Jean-Claude Trichet. Mr Trichet’s term ends in October. If history is a guide, the politicians could wrangle for months over his successor. Worse, judging by other recent Euro-appointments—think of Herman Van Rompuy from Belgium and Cathy Ashton from Britain, respectively the EU’s president and foreign-policy chief—the ECB could end up with a compromise candidate whose passport or politics is the main qualification. 

Both delay and decision-by-lowest-denominator would be a disaster. The euro zone is in the midst of its deepest crisis since the single currency was created. It cannot afford to have months of uncertainty over who will lead the ECB, let alone a second-rate choice. Europe’s politicians need to set aside their desire to divvy up the main positions, overcome their national biases and simply find the best person for the job. 
That should not be difficult. For on any objective assessment of who has the relevant experience and right temperament to be Europe’s leading central banker, one candidate stands out: Mario Draghi, the head of Italy’s central bank. 

Nein to von Buggins’s turn

What does it take to run the ECB? Top of the list is the technical expertise and track record to be a credible guardian against inflation. The ECB’s job, as laid out in its mandate, is to maintain price stability, and its president must both lead that effort and be its public face. But being sound on inflation, while necessary, is no longer enough. In the wake of the financial crisis central banks are shifting to a broader focus on “macroprudential supervision” (see article). Tomorrow’s central bankers will need to understand the complexities of financial markets and regulation better than their predecessors. Lastly, the ECB’s president, perhaps more than others, needs diplomatic deftness, both to steer and then represent a consensus on the bank’s 23-member governing council as well as to work with—and stand up to—Europe’s fractious politicians.

Add these requirements up and Mr Draghi’s résumé stands out. He is an economist with stacks of experience in central banking and government finance, plus a four-year stint in the private sector. In addition to running Italy’s central bank, he is chairman of the Financial Stability Board, the regulators’ club spearheading international reforms of financial rules. No other candidate’s CV can match his. Klaus Regling, the German head of the European Financial Stability Facility, has never been a central banker. Erkki Liikanen, head of Finland’s central bank, lacks financial and regulatory experience.

So why is Mr Draghi not a shoo-in? Critics have focused on two drawbacks. First, his private-sector experience was at Goldman Sachs, a now-reviled investment bank. Second, he is Italian. His nationality upsets Europe’s Buggins’s-turn mentality (not least because the number two at the ECB, Vítor Constâncio, is already a “southerner”, from Portugal), and has fuelled fears in Germany that a Draghi-led ECB would go soft on price stability. “Mamma mia!” screamed Bild, a German tabloid. “For Italians, inflation is a way of life, like tomato sauce with pasta.” The deepening scandal engulfing Silvio Berlusconi, Italy’s prime minister, hardly helps the idea that an Italian might be a serious candidate (see article).

Both these arguments are bogus. Goldman Sachs may now be a toxic brand (and its alumni’s influence on policy can give cause for concern), but there is no evidence that Mr Draghi did anything untoward there. Quite the contrary: he gained valuable financial experience. The national stereotyping is equally reprehensible. Nothing suggests Mr Draghi is soft on inflation. 

Angela Merkel, Germany’s chancellor and the most influential voice in Europe today, should tackle these prejudices head-on. Germany should throw its support behind Mr Draghi now, and Mrs Merkel should explain to Germans why he is the best man for the job. In this way Europe’s politicians might, for once, make a bad situation better. 
