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What Is the IMF?

The International Monetary Fund (IMF) is an international financial institution,
headquartered in Washington, D.C., that works to foster global monetary cooperation,
secure financial stability, facilitate international trade, promote high employment and
sustainable economic growth, and reduce poverty around the world.

Founded in 1944 and formally established in 1945, the IMF is one of the pillars of the post-World War Il
international economic order, alongside its sister institution, the World Bank. It is not a bank in the
ordinary sense — it does not accept deposits from the public or issue commercial loans — but rather a
cooperative institution owned and governed by its member governments, funded through mandatory
financial contributions called "quotas."

Today the IMF counts 191 member countries, making it a near-universal institution — virtually every
sovereign state in the world belongs to it, with a small number of exceptions. Its central role is often
summarized as being the guardian of the international monetary system: the set of rules, institutions,
and conventions that govern payments and capital movements between countries.

191 1945 ~2,400 $1T+

MEMBER COUNTRIES FORMALLY STAFF WORLDWIDE
ESTABLISHED

LENDING CAPACITY

The Institution in One Sentence

If the World Bank is often described as the institution that helps countries build for the long term
(infrastructure, education, development), the IMF is best understood as the institution that helps countries
navigate short-to-medium-term financial turbulence — currency crises, balance-of-payments shortfalls,
sovereign debt distress — while also acting as an early-warning system that continuously monitors the
health of the global economy.

Three Words That Define the IMF

o Cooperative
The IMF is owned collectively by its 191 member governments. Decisions are made through a governance
structure in which every member has a voice, though voting power is weighted by each country's financial
contribution.

e Financial
Its primary tool is temporary, conditional lending — it provides financing to member countries experiencing
balance-of-payments problems, giving them breathing room to correct economic imbalances without
resorting to trade or currency restrictions that would damage the wider economy.

w
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e Advisory
Beyond lending, the Fund is a global economic watchdog and knowledge institution — producing
surveillance reports, macroeconomic forecasts, and technical assistance that shape policy debate in
nearly every country on earth.

Quick Fact

The IMF's full legal name is exactly that — the "International Monetary Fund." It is governed by a
founding treaty called the Articles of Agreement, first signed at Bretton Woods, New Hampshire,
USA, in July 1944, and amended several times since.

Not a Bank, Not a Charity, Not a Court

A common misconception is that the IMF operates like a commercial bank or an aid agency. In reality it is
neither:

* Not a commercial bank — it does not seek profit, does not have retail customers, and its "loans" are
drawn from a shared pool of currencies contributed by all members.

* Not a development charity — unlike grant-based aid agencies, IMF financing is typically a loan that
must be repaid, usually carries market-related or concessional interest, and is nearly always tied to a
policy reform program.

* Not a court or regulator with enforcement power — the IMF cannot force a country to accept a
program. Membership and program participation are voluntary, though the consequences of exclusion
from IMF support (loss of market confidence, no lender of last resort) can be severe.
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CHAPTER 02

History — From Bretton Woods to
Today

The IMF was born out of catastrophe: the Great Depression, competitive currency
devaluations, protectionist trade wars, and the economic chaos that helped drag the
world into the Second World War.

The Bretton Woods Conference (1944)

In July 1944, delegates from 44 Allied nations gathered at the Mount Washington Hotel in Bretton Woods,
New Hampshire, for the United Nations Monetary and Financial Conference. The chief architects of the
negotiations were the British economist John Maynard Keynes, who proposed an ambitious global
clearing union, and the American Treasury official Harry Dexter White, whose more conservative plan
ultimately formed the basis of the final agreement.

The conference had a single overriding goal: to design an international monetary system that would
prevent a repeat of the 1930s, when countries had engaged in competitive devaluations and erected
trade barriers in a self-defeating scramble to protect their own economies, deepening the global
depression for everyone. The delegates created two new institutions: the International Monetary Fund,
tasked with overseeing the new system of fixed-but-adjustable exchange rates, and the International
Bank for Reconstruction and Development (the founding institution of today's World Bank Group),
tasked with financing postwar reconstruction and later, development.

Bretton Woods Conference
44 nations negotiate the Articles of Agreement establishing the IMF and the World Bank's founding
institution.

IMF Formally Created
The Articles of Agreement enter into force on December 27, 1945, with 29 founding member
countries.

Financial Operations Begin
The IMF commences lending operations; France becomes the first country to draw on IMF
resources.

Collapse of the Bretton Woods System

The United States suspends the convertibility of the dollar into gold ("the Nixon Shock"), ending
the fixed exchange-rate regime the IMF was built to police. By 1973, major currencies move to
floating exchange rates.

Second Amendment /| Jamaica Accords

The Articles of Agreement are amended to formally legalize floating exchange rates and reduce
the monetary role of gold, redefining the IMF's core mission around surveillance rather than fixed-
rate policing.
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1997

Latin American Debt Crisis

Mexico's 1982 default triggers a region-wide sovereign debt crisis; the IMF becomes central to
crisis lending and the design of structural adjustment programs across Latin America.

Transition Economies & New Members

Following the collapse of the Soviet Union, former communist states join the Fund, nearly doubling
its membership and requiring an unprecedented wave of technical assistance for market-economy
transitions.

Asian Financial Crisis

Currency collapses in Thailand, Indonesia, and South Korea trigger large IMF rescue packages
and intense public debate over the Fund's conditionality.

Global Financial Crisis

The G20 triples IMF lending resources; the Fund plays a central coordinating role in the global
policy response and later in the Eurozone sovereign debt crisis (Greece, Ireland, Portugal,
Cyprus).

COVID-19 Pandemic Response

The IMF approves emergency financing for nearly 100 countries and delivers the largest-ever SDR
allocation — about SDR 456 billion (roughly US$650 billion) — to boost global liquidity.

Quota Reform & New Challenges

Members agree to a 50 percent quota increase under the 16th General Review, alongside
continued programs supporting countries facing debt distress, geopolitical shocks, and climate
vulnerability.

Why Bretton Woods Matters Today

Even though the original fixed exchange-rate system the IMF was designed to oversee collapsed in the

early 1970s, the institution did not disappear — it reinvented itself. Instead of policing currency pegs, the

modern IMF focuses on macroeconomic surveillance, crisis lending, and policy advice in a world of

largely floating exchange rates and highly mobile global capital. This adaptability is one of the key

reasons the institution has remained relevant for more than eight decades.

Did You Know?

The name "Bretton Woods" is now used as shorthand for the entire postwar international economic
order. The twin institutions born there — the IMF and the World Bank — are still frequently referred
to collectively as the "Bretton Woods Institutions."
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Mandate, Mission & Core Objectives

The IMF's purposes are formally written into Article | of its Articles of Agreement. Though
the language dates to 1944, it remains the institution's constitutional foundation.

The Six Purposes of the IMF (Article I)

1. To promote international monetary cooperation through a permanent institution providing machinery
for consultation and collaboration on monetary problems.

2. To facilitate the expansion and balanced growth of international trade, contributing to high
employment, real income growth, and the development of productive resources.

3. To promote exchange stability, maintain orderly exchange arrangements among members, and avoid
competitive currency depreciation.

4. To assist in establishing a multilateral system of payments and to help eliminate foreign exchange
restrictions that hamper world trade.

5. To give confidence to members by making the Fund's resources temporarily available to them under
adequate safeguards, providing an opportunity to correct maladjustments in their balance of payments
without resorting to measures destructive of national or international prosperity.

6. To shorten the duration and lessen the degree of disequilibrium in the international balances of
payments of members.

Modern Mission Statement

In contemporary language, the IMF describes its mission as working to achieve sustainable growth and
prosperity for all of its member countries. It does this by supporting economic policies that promote
financial stability and monetary cooperation, which the institution regards as necessary for productivity
growth, job creation, and economic well-being.

Financial Stability

Acting as a global monitor and, when needed, an
emergency lender to prevent localized problems
from spiraling into systemic crises.

International Trade

Encouraging open, rules-based trade and
discouraging the kind of restrictive, beggar-thy-
neighbor policies that deepened the Great

Depression.
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Employment & Growth

Advising on macroeconomic frameworks intended to
support sustainable growth, price stability, and high
employment across diverse economies.

Poverty Reduction

Through concessional lending facilities aimed
specifically at low-income countries, alongside debt
relief initiatives for the most heavily indebted
nations.
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How the Mandate Has Evolved

While the legal text of Article | has changed only modestly since 1944, the practical scope of the IMF's
work has expanded considerably. In recent decades the Fund has increasingly engaged with issues that
were once considered outside its traditional remit, including:

* Climate change and the macro-financial risks of the energy transition, including through the
Resilience and Sustainability Trust.

* Income inequality, to the extent it affects macroeconomic stability and growth sustainability.

* Gender economics, examining how gender gaps in labor-force participation affect growth potential.

* Digital money, fintech, and central bank digital currencies (CBDCs), given their implications for
monetary policy and financial stability.

* Sovereign debt vulnerability in low-income countries, coordinated in part through the Global
Sovereign Debt Roundtable the IMF co-created with the World Bank and G20.

"The Fund's job is to be the fire brigade of the international monetary
system — not to prevent every fire from starting, but to make sure that when
one breaks out, it does not burn down the whole neighborhood."

— Paraphrased characterization commonly used to describe the IMF's crisis-response role
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Governance & Organizational
Structure

The IMF's governance is layered — a large, largely ceremonial body of all member
governments sits at the top, delegating day-to-day decision-making to a much smaller
resident board, which in turn oversees a Managing Director and a professional
international staff.

The Board of Governors

The Board of Governors is the IMF's highest decision-making authority and consists of one Governor
and one Alternate Governor from each of the 191 member countries — typically a country's finance
minister or central bank governor. The Board of Governors meets formally once a year, during the IMF—
World Bank Annual Meetings, and holds ultimate authority over major decisions such as admitting new
members, approving quota increases, and amending the Articles of Agreement. In practice, the Board of
Governors delegates most of its day-to-day authority to the Executive Board.

The International Monetary and Financial Committee
(IMFC)

The IMFC is a ministerial-level advisory body of 24 members that meets twice a year (at the Spring and
Annual Meetings) to advise the Board of Governors on the functioning of the international monetary
system and on the work program of the Executive Board. It has no formal decision-making power but
functions as the Fund's key political steering committee, shaping the institution's strategic direction.

The Executive Board

The Executive Board conducts the day-to-day business of the IMF and is composed of 25 Executive
Directors, representing either a single country (in the case of the largest shareholders, such as the
United States, Japan, China, Germany, and France) or a constituency of several countries grouped
together. The Board typically meets several times a week at IMF headquarters in Washington, D.C.,
reviewing staff reports, approving lending arrangements, and conducting the regular country surveillance
known as Article IV consultations. The Managing Director chairs the Executive Board but does not
normally vote except to break a tie.

The International Monetary Fund — A Complete Guide Educational Reference Edition



Structure at a Glance

Board of Governors (all 191 members, meets annually) — IMFC (24-member steering committee,
meets twice yearly) — Executive Board (25 Directors, meets several times weekly) - Managing
Director & Staff (day-to-day operations, ~2,400 staff from over 150 countries).

The Managing Director

The Managing Director is the IMF's chief executive officer and Chair of the Executive Board, appointed
by the Executive Board for a renewable five-year term. The Managing Director is supported by up to four
Deputy Managing Directors. By long-standing informal convention dating to the Bretton Woods era, the
IMF Managing Director has always been a European national, while the presidency of the World Bank
has always gone to an American — an arrangement that has drawn increasing criticism as emerging
economies have grown to represent a larger share of the world economy, and which is now a recurring
subject of governance-reform debate.

Body Composition Meets Primary Role

Board of 1 Governor + 1 Alternate per Annually Highest authority; approves major
Governors member (191 total) structural decisions

IMFC 24 ministers/governors Twice yearly Strategic policy guidance to the

Board of Governors

Executive 25 Executive Directors Several times Day-to-day decisions, program
Board weekly approvals, surveillance
Managing 1, plus up to 4 Deputies Continuous Chief executive; chairs Executive
Director Board

Staff & Departments

Below the Managing Director, the IMF employs a professional staff of roughly 2,400 people drawn from
more than 150 countries — economists, statisticians, lawyers, and financial-sector specialists. The staff is
organized into area departments (covering different world regions, responsible for country surveillance
and program design) and functional departments, including the Fiscal Affairs Department, the Monetary
and Capital Markets Department, the Strategy, Policy, and Review Department, the Statistics Department,
and the Legal Department, among others.
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Membership, Quotas & Voting Power

Quotas are the single most important concept in understanding how the IMF works —
they simultaneously determine how much money a country contributes, how much it can
borrow, and how much voting power it wields.

What Is a Quota?

Each IMF member is assigned a quota, denominated in the Fund's own unit of account, the Special
Drawing Right (SDR), broadly reflecting the member's relative size in the world economy — measured
through a formula combining GDP, economic openness, economic variability, and international reserves.
A member's quota determines three distinct things simultaneously:

0 Financial Contribution

A member must pay its quota subscription in full upon joining — up to 25 percent in SDRs or widely
accepted reserve currencies (such as the U.S. dollar, euro, yen, or pound), with the remainder payable in
the member's own currency.

e Voting Power
Each member receives a small number of "basic votes" (equal for all members, to preserve a minimum
voice for smaller economies) plus one additional vote for every SDR 100,000 of quota, meaning larger
economies command significantly more voting power.

e Access to Financing
The amount a country can normally borrow from the IMF is expressed as a percentage of its own quota,
so larger quotas also translate into larger potential access to Fund resources during a crisis.

Illustrative Quota & Voting Shares

Quotas are periodically reviewed and adjusted — most recently under the 16th General Review of
Quotas, which agreed to a 50 percent across-the-board increase in total quota resources. The table
below illustrates the relative scale of the largest and smallest members.
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Approx. Quota

Member
(SDR)
United ~SDR 42.1 billion Largest quota; the only member with an effective veto over decisions
States requiring an 85% supermajority
Japan Second largest Major creditor and long-standing top-five shareholder
China Third largest Quota share has grown substantially since the 2016 reform
(rising)
Germany Top five Largest European shareholder
India ~SDR 5.82 billion ~ Around 2.4-2.8% of total quota and voting share
Tuvalu ~SDR 1.8 million Smallest member quota in the Fund

Governance Debate

Because voting power is tied to quota share, and quota shares have historically lagged behind the
rapid growth of large emerging economies, quota and governance reform is one of the most
persistent and contentious debates inside the IMF. Any change to the quota formula or to an
individual member's quota requires an 85 percent majority of total voting power to pass — and a
member's own guota cannot be changed without its consent — which gives the United States, with
roughly 16—-17 percent of voting power, an effective veto over major structural reforms.

Joining the IMF

Membership is open to any country willing to accept the Fund's Articles of Agreement, and is approved by
the Board of Governors. Upon joining, a country is assigned an initial quota (typically similar to that of an
existing member of comparable economic size), pays its subscription, and gains access to Fund
resources, technical assistance, and voting rights. As of the most recent count, the IMF has 191 member
countries — a figure that includes almost every internationally recognized sovereign state, with a handful
of exceptions (such as North Korea, Cuba was formerly a member but withdrew, and a small number of
micro-states).
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Special Drawing Rights (SDR)

The Special Drawing Right is one of the IMF's most distinctive — and most
misunderstood — inventions: an international reserve asset that is not quite money, but
functions as a claim on the currencies of other IMF members.

What Is an SDR?

Created in 1969 to supplement members' official reserves, the SDR is an international reserve asset
rather than a currency — it cannot be used directly to buy goods and services. Instead, SDRs can be
exchanged among member countries and prescribed holders (such as central banks and international
institutions) for freely usable currencies. Its value is calculated daily as a weighted basket of five major
currencies:

Currency Role in SDR Basket

U.S. Dollar (USD) Largest weight; global reserve currency

Euro (EUR) Second-largest weight

Chinese Renminbi (CNY) Added in 2016, reflecting China's growing global role
Japanese Yen (JPY) Major reserve and trade currency

British Pound Sterling (GBP) Long-standing reserve currency

The basket composition is formally reviewed by the Executive Board every five years to ensure it reflects
the relative importance of currencies in world trade and financial systems.

SDR Allocations

The IMF can create and allocate SDRs to members in proportion to their quota shares, effectively adding
to global liquidity at no cost to recipients. This tool is used sparingly and is subject to broad member
approval. The most consequential allocation in the Fund's history took place in August 2021, in response
to the COVID-19 pandemic:

The 2021 Allocation

On August 2, 2021, the IMF approved a general allocation of approximately SDR 456 billion —
equivalent to roughly US$650 billion — the largest SDR allocation in history, designed to boost
global liquidity and help member countries cope with the economic impact of the pandemic.
Cumulative SDR allocations across the Fund's history now total roughly SDR 660 billion, equivalent
to approximately US$943 billion.
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SDR Channeling

Because SDR allocations are distributed in proportion to quota share, wealthier countries — which hold
larger quotas — receive the bulk of any new allocation, even though poorer countries often need liquidity
more urgently. To address this imbalance, the IMF has encouraged wealthier members to voluntarily
"channel" — that is, lend or donate — a portion of their unused SDRs to poorer countries, typically
through IMF trust funds such as the Poverty Reduction and Growth Trust (PRGT) and the Resilience and
Sustainability Trust (RST). Tens of billions of dollars in SDRs have been channeled through these
mechanisms since 2020, supporting interest-free lending to the Fund's poorest members and long-term
financing for challenges such as climate adaptation.

Why the SDR Matters

* Reserve supplement: Gives central banks an additional, IMF-created reserve asset alongside gold
and foreign currency holdings.

« Unit of account: The IMF denominates quotas, financial transactions, and many of its own statistics
in SDRs rather than any single national currency.

* Crisis tool: A general allocation can inject liquidity into the entire global system simultaneously,
without requiring any single country to run a larger deficit or take on new debt.

14
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How the IMF Is Funded

The IMF is not funded by taxpayers directly in the way a national government agency
might be — it draws on a layered system of resources contributed and lent by its own
membership.

Three Lines of Defense

e Member Quotas — The Primary & Permanent Source
Quota subscriptions, described in Chapter 5, are the Fund's core and only permanent source of financing.
Combined quota resources currently provide lending capacity on the order of several hundred billion
dollars — following the 16th General Review, total quotas rose by roughly 50 percent to further strengthen
this base.

e Multilateral Borrowing Arrangements
The New Arrangements to Borrow (NAB) is a set of standing credit lines between the IMF and a group
of member countries and institutions, providing a supplementary backstop that can be activated during
major systemic crises. The NAB was doubled in 2020 to roughly SDR 361 billion (about US$482 billion) to
help meet pandemic-era financing needs.

e Bilateral Borrowing Agreements
As a third and final backstop, the IMF can enter bilateral loan agreements directly with individual member
countries and their central banks — used "in case tail risks materialize" and quota and NAB resources
alone would be insufficient.

~$450B ~$480B ~$150B $1T+

FROM QUOTAS FROM NAB FROM BILATERAL LOANS COMBINED FIREPOWER

Concessional Financing for Low-Income Countries

Separate from its general resources, the IMF maintains dedicated trust funds to provide low-income
countries with financing on highly favorable, often zero-interest terms:

* Poverty Reduction and Growth Trust (PRGT): The IMF's main vehicle for concessional (subsidized
or interest-free) lending to low-income countries, funded through a mix of loan resources and subsidy
contributions from wealthier members, including channeled SDRs.

 Resilience and Sustainability Trust (RST): Established in 2022 to provide affordable, longer-term
financing to help vulnerable countries address structural challenges such as climate change and
pandemic preparedness, funded significantly through voluntary SDR channeling.
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Not Taxpayer-Funded in the Ordinary Sense

Because quota subscriptions are essentially an exchange of assets — a country deposits reserves
or its own currency and receives, in return, a claim on the IMF (a reserve position) — quota
payments do not show up as ordinary government spending. They are typically financed by a
country's central bank and recorded as part of its official foreign reserves rather than its fiscal
budget.

16
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Core Functions

The IMF's day-to-day work is organized around three interlocking functions: watching
the global economy, lending when trouble strikes, and building the institutional capacity
of member countries to manage their own economies well.

1. Surveillance

Surveillance is the IMF's ongoing monitoring of the international monetary system and the economic and
financial policies of its 191 member countries. It operates at three levels:

Bilateral Surveillance — Article IV Consultations

Under Article IV of the Articles of Agreement, the IMF conducts (typically annual) in-depth reviews of each
member's economy. An IMF staff team visits the country, gathers economic data, meets with government
officials, the central bank, and often private-sector representatives, and produces a report with a policy
assessment that is discussed by the Executive Board and usually published.

Multilateral Surveillance

The IMF monitors the global economy as a whole, publishing flagship reports such as the World Economic
Outlook (global growth forecasts and risk analysis), the Global Financial Stability Report (risks in international
financial markets), and the Fiscal Monitor (public finance trends worldwide).

Regional Surveillance

Regular reports assess economic developments and shared vulnerabilities across regional groupings and
currency unions, such as the Eurozone or various regional economic communities.

2. Lending (Financial Assistance)

When a member country faces (or risks facing) a balance-of-payments problem — meaning it cannot
access enough foreign currency to meet its international payment obligations — it may request IMF
financing. The Fund provides loans, typically disbursed in installments (tranches) tied to the country's
progress in implementing an agreed policy program, giving the country breathing room to rebuild
reserves, stabilize its currency, and restore market confidence without resorting to disruptive measures
like sweeping import restrictions or a chaotic default. The full menu of lending instruments is covered in
Chapter 9.

17
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3. Capacity Development (Technical Assistance & Training)

The IMF is also one of the world's largest providers of technical assistance and training in economic and
financial management, delivered to member country officials — often through regional technical
assistance centers around the world. Typical areas of support include:

« Tax policy and revenue administration

* Public financial management and budgeting

 Central banking operations and monetary policy frameworks

* Financial sector supervision and regulation

» Economic and financial statistics

 Legal frameworks, including anti-money-laundering and combating-the-financing-of-terrorism (AML/

CFT) regimes

Roughly a quarter to a third of the IMF's administrative budget in a typical year is devoted to capacity
development, reflecting how central this "quieter" function has become to the institution's overall mission
— particularly for developing and fragile states.

How the Three Functions Reinforce Each Other

Surveillance identifies vulnerabilities before they become crises; lending provides emergency
breathing room once a crisis hits; and capacity development strengthens a country's institutions so
that future vulnerabilities are less likely to emerge in the first place. In practice, the three functions
are almost always deployed together in any country program.

18
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CHAPTER 09

Lending Facilities & Financial
Instruments

Over eight decades the IMF has developed an increasingly sophisticated toolkit of
lending instruments, tailored to different types of crises, different income levels, and
different levels of urgency.

Non-Concessional Facilities (Market-Rate, for All
Members)

Stand-By Arrangement (SBA)

The IMF's oldest and most frequently used lending instrument, designed to address short-term balance-
of-payments problems, typically over 12—24 months. It remains the Fund's workhorse facility for a broad
range of member countries.

Extended Fund Facility (EFF)

Used when a member's balance-of-payments problems stem from deeper structural issues that require a
longer adjustment period — typically three to four years — such as economies undergoing significant
structural reform.

Flexible Credit Line (FCL)

A precautionary instrument available only to members with very strong economic fundamentals and track
records of sound policy. Once approved, the FCL can be drawn at any time during the arrangement
without further conditions, functioning essentially as a insurance-like credit line for crisis-resilient
economies.

Precautionary and Liquidity Line (PLL)

Designed for members with sound policies but some remaining vulnerabilities that fall short of the very
high bar required for the FCL; combines precautionary access with a lighter degree of ongoing
conditionality.

Rapid Financing Instrument (RFI)

Provides rapid, limited financial assistance to members facing an urgent balance-of-payments need —
such as a natural disaster or a sudden commodity price shock — without requiring a full-fledged
economic program, making it a critical emergency tool.

19
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Concessional Facilities (For Low-Income Countries)

Extended Credit Facility (ECF)

Provides sustained, medium-term concessional (subsidized) financing for low-income countries facing
protracted balance-of-payments problems, typically carrying zero or near-zero interest rates.

Standby Credit Facility (SCF)
The concessional counterpart to the Stand-By Arrangement, addressing short-term and precautionary
needs of low-income countries on subsidized terms.

Rapid Credit Facility (RCF)

The concessional counterpart to the RFI, offering rapid emergency assistance to low-income countries
facing urgent balance-of-payments needs, with limited conditionality.

Newer, Thematic Instruments

Resilience and Sustainability Facility (RSF)

Launched in 2022 under the Resilience and Sustainability Trust, providing long-term, affordable financing
to help vulnerable low- and middle-income countries build resilience to structural challenges such as
climate change and future pandemics — a marked expansion of the Fund's traditional short-term crisis
focus.

Food Shock Window

A temporary facility introduced to provide emergency financing to countries facing acute food security
shocks, reflecting the Fund's response to the global food-price crisis triggered by supply disruptions in the
early 2020s.

20
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Facility Who It's For
Stand-By Arrangement (SBA)  All members
Extended Fund Facility (EFF)  All members

Flexible Credit Line (FCL) Strongest performers

only

Precautionary & Liquidity
Line (PLL)

Sound but imperfect
track record

Rapid Financing Instrument All members

(RFI)

Extended Credit Facility
(ECF)

Standby Credit Facility (SCF)

Rapid Credit Facility (RCF)

Resilience & Sustainability

Facility (RSF) income

Access Limits & Charges

Low-income countries

Low-income countries

Low-income countries

Vulnerable low/middle-

Typical Use Case
Short-term BoP crisis

Structural, longer-term
adjustment

Crisis prevention /
insurance

Crisis prevention

Urgent shocks (disaster,
shock)

Protracted BoP need

Short-term /
precautionary

Urgent shocks

Climate, pandemic-
preparedness

Terms
Market-related rate

Market-related rate

Market-related rate

Market-related rate

Market-related rate

Concessional
(subsidized)

Concessional
(subsidized)

Concessional, often zero
interest

Long-term, affordable

How much a country can borrow is generally expressed as a multiple or percentage of its IMF quota, with

normal annual and cumulative access limits — though these can be, and have been, exceeded in
exceptional circumstances subject to stricter Board scrutiny. On non-concessional loans, borrowers pay

the SDR interest rate plus a margin, along with commitment fees and, for very large or long-outstanding

loans, surcharges intended to encourage timely repayment and discourage excessive reliance on Fund

resources.
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Conditionality — How IMF Programs
Work

"Conditionality" is the term for the policy commitments a borrowing country agrees to in
exchange for IMF financing — and it is by far the most debated feature of the
institution's work.

Why Conditionality Exists

Because the IMF lends from a shared pool of resources belonging to all its members, it has a fiduciary
duty to ensure that money lent to a country in crisis is likely to be repaid, and that the underlying
problems that caused the crisis are actually being addressed — otherwise the country could simply return
to crisis (and to the IMF) again and again. Conditionality is meant to provide "adequate safeguards" for
the temporary use of the Fund's resources, exactly as envisioned in Article | of the Articles of Agreement.

Types of Conditions

Prior Actions

Specific policy steps a country must take before the
Executive Board will even approve a program or
release a loan tranche — for example, adjusting a
fuel subsidy or passing a specific piece of
legislation.

Quantitative Performance Criteria

Measurable macroeconomic targets, such as
ceilings on fiscal deficits, limits on central bank
lending to government, or floors on foreign
exchange reserves, checked at set test dates
throughout the program.

Structural Benchmarks

Reforms that are harder to quantify precisely but are
considered critical to the program's success — for
instance, strengthening bank supervision, improving
public procurement, or reforming state-owned
enterprises.

Program Reviews

Periodic reassessments (often quarterly) by IMF
staff and the Executive Board of whether a country
is on track, determining whether the next loan
tranche is disbursed.

Common Elements of IMF-Supported Programs

While every program is tailored to the specific country and crisis, many share recurring themes, including
some combination of:

« Fiscal consolidation — reducing budget deficits through spending restraint and/or revenue increases

* Monetary tightening to control inflation and stabilize the currency

* Exchange rate adjustment, including moves toward more flexible regimes

22

The International Monetary Fund — A Complete Guide Educational Reference Edition



« Structural reforms to the financial sector, state-owned enterprises, or business environment

« Social safety net measures intended to protect the most vulnerable populations during adjustment

The Central Controversy

Conditionality is the single most criticized aspect of IMF operations. Critics argue that austerity-
oriented conditions can deepen recessions, fall disproportionately on the poor, and sometimes
overreach into politically sensitive structural reforms. The IMF, for its part, has progressively revised
its approach over the decades — including greater emphasis on protecting social spending — a
debate examined further in Chapter 13.
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The IMF and the World Bank

Born at the same conference and headquartered across the same street in Washington,
D.C., the IMF and the World Bank are often confused with one another — but they
perform fundamentally different roles.

Dimension IMF World Bank

Core Purpose Monetary cooperation, financial stability, Long-term economic development and
balance-of-payments support poverty reduction

Typical Financing  Short/medium-term loans for BoP crises Long-term project and program loans

(infrastructure, health, education)

Members 191 countries 189 countries (must be an IMF member to
join)

Leadership Traditionally European Managing Director Traditionally American President

Convention

Key Publication World Economic Outlook World Development Report

Analogy The world's emergency-room / crisis lender ~ The world's long-term development bank

Where They Overlap and Cooperate

In practice, the two institutions collaborate closely, particularly in low-income and debt-distressed
countries. Examples include:

* The Debt Sustainability Framework for Low-Income Countries, jointly developed and applied by
IMF and World Bank staff to assess a country's debt risk.

* The Heavily Indebted Poor Countries (HIPC) Initiative and the Multilateral Debt Relief Initiative
(MDRI), joint programs that have cancelled or reduced billions of dollars of debt for the world's poorest
countries.

* The Global Sovereign Debt Roundtable, co-convened with the G20 to bring together debtor
countries, official creditors, and private creditors to speed up debt restructuring negotiations.

« Joint annual and spring meetings, where finance ministers and central bank governors from around
the world gather in Washington, D.C.

A Simple Way to Remember the Difference

If a country's currency is collapsing and it cannot pay for imports next month, it calls the IMF. If a
country wants to build a national electricity grid over the next decade, it calls the World Bank.
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Landmark Crises & IMF
Interventions

The IMF's reputation — for better and for worse — has largely been shaped by its role
in a handful of defining crises across the past half-century.

The Latin American Debt Crisis (1980s)

Mexico's August 1982 announcement that it could not service its foreign debt triggered a wave of
sovereign defaults and near-defaults across Latin America. The IMF, working alongside commercial bank
creditors, negotiated a series of financing packages combined with structural adjustment programs. The
crisis and its aftermath — often described as Latin America's "lost decade" of slow growth — became a
foundational case study in the debate over IMF conditionality, later addressed in part by the market-based
debt-restructuring approach known as the Brady Plan.

The Asian Financial Crisis (1997-98)

What began as a currency crisis in Thailand in mid-1997 rapidly spread to Indonesia, South Korea, and
other economies, driven by sudden reversals of short-term capital inflows, weak banking-sector oversight,
and contagion across interconnected markets. The IMF assembled large rescue packages for the
hardest-hit countries, conditioned on financial-sector reform, fiscal adjustment, and — controversially in
Indonesia's case — extensive structural reforms. The crisis prompted lasting reforms to how the IMF
designs programs, including greater attention to financial-sector vulnerabilities and capital-account risks.

Argentina's Recurring Crises (1990s-2020s)

Argentina has one of the most extensive — and most studied — histories of engagement with the IMF,
including a currency-board collapse and sovereign default in 2001-02, and one of the largest IMF
programs in history approved in 2018. Argentina's repeated cycles of crisis and IMF support have made it
a central reference point in debates over program design, debt sustainability analysis, and the risks of
exceptional access lending.

The Global Financial Crisis (2008-09)

Triggered by the collapse of the U.S. subprime mortgage market and the failure of major financial
institutions, the crisis rapidly went global. In response, G20 leaders agreed in 2009 to triple the IMF's
available resources, and the Fund extended support to humerous countries, including several in Central
and Eastern Europe hit hard by the sudden reversal of capital flows.

The European Sovereign Debt Crisis (2010-15)

Greece, Ireland, Portugal, and Cyprus all required international bailouts after the Global Financial Crisis
exposed unsustainable levels of public and private debt within the Eurozone. The IMF, in an
unprecedented arrangement, joined the European Commission and the European Central Bank —
collectively dubbed the "Troika" — to design and monitor these programs. The Greek program in
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particular became one of the most politically fraught in the Fund's history, sparking intense internal and
public debate over debt sustainability, austerity, and the appropriateness of the Fund lending into a
currency union.

The COVID-19 Pandemic (2020-22)

Facing a synchronized global economic shock unlike anything since the Great Depression, the IMF
approved emergency financing for close to 100 countries in record time, often within weeks of a request,
largely through the rapid-disbursing RCF and RFI instruments. The Fund also delivered the historic 2021
SDR allocation described in Chapter 6 and expanded debt-service relief to its poorest members through
the Catastrophe Containment and Relief Trust.

Sri Lanka's Debt Crisis (2022-ongoing)

Sri Lanka's 2022 default — driven by unsustainable debt, depleted foreign reserves, and a balance-of-
payments collapse that triggered severe fuel and food shortages — led to a major IMF-supported
Extended Fund Facility program alongside a complex sovereign debt restructuring involving both official
bilateral creditors and private bondholders, becoming an important test case for the Fund's evolving
approach to debt restructuring in a more geopolitically fragmented creditor landscape.

Ongoing Programs Amid Global Shocks (2023-2026)

In the mid-2020s, the IMF has continued to manage a large active caseload of programs — around
several dozen at any given time — responding to overlapping pressures including elevated global interest
rates, geopolitical conflicts disrupting trade and energy markets, and climate-related shocks in vulnerable
economies, with particular concentration of new program demand in sub-Saharan Africa and other
emerging and developing regions.

A Recurring Pattern

Across nearly every major crisis in this chapter, a similar sequence repeats: a buildup of external or
fiscal imbalances, a sudden loss of market confidence, a request for IMF support, a negotiated
program combining financing with policy conditions, and — usually — years of subsequent debate
over whether the program's design was appropriate. This pattern is central to understanding both
the IMF's enduring relevance and its persistent controversy.
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Criticisms & Controversies

Few international institutions attract as much sustained criticism, from as many different
ideological directions, as the IMF. A balanced understanding of the Fund requires
engaging seriously with these critiques.

Austerity and Social Impact

The most persistent criticism is that IMF-backed fiscal adjustment programs — often involving spending
cuts or tax increases — can deepen recessions, increase unemployment, and disproportionately harm
lower-income households, particularly in the short run. Critics point to instances in Latin America, Asia,
and Greece where austerity measures coincided with sharp rises in poverty or social unrest. In response,
the Fund has stated it now places greater emphasis on protecting targeted social spending within
program design, though critics argue this shift has been inconsistent in practice.

Structural Adjustment & "One-Size-Fits-All" Policy

Especially in the 1980s and 1990s, the IMF was criticized for prescribing a fairly standard package of
market-liberalizing reforms — often associated with the so-called "Washington Consensus" — regardless
of a country's specific institutional context, political economy, or level of development. Critics argued this
approach sometimes underestimated the social and political costs of rapid liberalization.

Governance & Representation

As discussed in Chapter 5, voting power remains heavily weighted toward advanced economies relative
to their current share of global output, and the informal convention reserving the Managing Director post
for a European national is frequently cited as outdated given the rise of large emerging economies.
Reform advocates argue that a more representative governance structure would strengthen both the
legitimacy and effectiveness of the institution.

Moral Hazard

Some economists argue that repeated IMF bailouts can create "moral hazard" — encouraging
governments, banks, or investors to take on excessive risk in the expectation that the Fund will step in
during a crisis, potentially making future crises more likely rather than less.

Sovereignty Concerns

Because IMF conditionality can touch on politically sensitive domestic policy choices — subsidy reform,
labor law, privatization, central bank independence — critics on multiple points of the political spectrum
have argued that Fund programs can constrain a country's democratic policy space, particularly for
smaller or heavily indebted nations with limited bargaining leverage.
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Debt Sustainability & Restructuring Delays

Critics, including some prominent economists and civil-society debt campaigners, have argued that the
IMF has at times been slow to acknowledge that a country's debt is unsustainable and needs
restructuring rather than further lending, delaying necessary debt relief and prolonging economic pain —
a critique that gained renewed attention during the Greek and, more recently, several African and South
Asian debt crises.

The IMF's Response

The Fund has not been static in the face of these critiques. Over time it has: introduced explicit
safeguards for social and priority spending in program design; reformed its debt sustainability analysis
frameworks; increased concessional lending capacity for low-income countries; pursued (albeit gradual
and contested) quota and governance reform; and co-created new multilateral platforms such as the
Global Sovereign Debt Roundtable specifically to speed up and improve debt restructuring processes.

A Genuinely Contested Institution

It is worth stating plainly: reasonable, well-informed economists and policymakers disagree sharply
about whether, on balance, IMF programs help or harm the countries that undertake them, and
under what conditions. This document presents the major lines of critique fairly, without adjudicating
which side is correct — readers seeking a definitive verdict should consult the empirical literature
and competing analyses directly.
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The IMF in the Modern Era (2020s-
2026)

The IMF entering the second half of the 2020s looks different from the institution of even
a decade earlier — broader in mandate, larger in resources, and operating in a more
geopolitically fragmented world.

A Larger Balance Sheet

Between the pandemic response, the 2021 SDR allocation, the doubled NAB, and the 16th General
Review's 50 percent quota increase, the IMF's total lending capacity and resource base have expanded
substantially compared with the pre-2020 period, positioning the Fund to respond to overlapping shocks
— pandemics, conflicts, and climate disasters — without depleting its resources as quickly as in earlier
decades.

Managing Overlapping Global Shocks

Recent years have tested the Fund with a dense sequence of simultaneous stresses: pandemic recovery,
historically rapid interest-rate tightening by major central banks, regional conflicts disrupting energy and
food markets, and a wave of sovereign debt distress concentrated in low-income and frontier economies.
At any given point in the mid-2020s the IMF has typically had several dozen active lending arrangements
in place, with continued demand for new programs — particularly across sub-Saharan Africa — reflecting
how central the institution remains to global crisis management.

Climate & the Resilience and Sustainability Trust

Perhaps the clearest expansion of the Fund's traditional mandate has been its growing engagement with
climate change, formalized through the Resilience and Sustainability Trust launched in 2022. Through
voluntary channeling of SDRs from wealthier members, dozens of partner countries have committed tens
of billions of dollars to the RST, helping fund long-term financing for structural challenges — climate
adaptation and mitigation prominent among them — that were once considered well outside the IMF's
traditional short-term, balance-of-payments focus.

Geopolitical Fragmentation

The Fund has increasingly had to navigate a more fragmented creditor landscape, in which sovereign
debt restructurings now typically involve a more diverse mix of official bilateral creditors (including non-
Paris Club lenders), multilateral institutions, and private bondholders, complicating and often slowing the
debt-resolution process. The Global Sovereign Debt Roundtable was created specifically to bring these
varied creditor groups together with debtor countries under common principles.
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A Continued Role as Global Forecaster

Regardless of debates over its lending role, the IMF's twice-yearly World Economic Outlook remains one
of the most closely watched sources of global growth forecasts and risk assessment used by
governments, central banks, investors, and media worldwide — a reminder that surveillance, not just
lending, remains at the heart of what the institution does day to day.

Looking Ahead

Key open questions shaping the IMF's near-term future include: how quickly quota and governance
reform will continue to evolve to reflect shifting economic weight; how the Fund balances its
expanding climate and structural agenda against its traditional core mandate; and how effectively
the Global Sovereign Debt Roundtable and related initiatives can speed up debt resolution in an
increasingly fragmented creditor environment.
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Leadership — Managing Directors
Through History

Every IMF Managing Director has, by long-standing informal convention, been a
European national — a pattern that traces back to the founding arrangement with the
World Bank presidency.

Managing Director Nationality Approx. Term
Camille Gutt Belgium 1946-1951
Ivar Rooth Sweden 1951-1956
Per Jacobsson Sweden 1956-1963
Pierre-Paul Schweitzer France 1963-1973
Johannes Witteveen Netherlands 1973-1978
Jacques de Larosiéere France 1978-1987
Michel Camdessus France 1987-2000
Horst Kohler Germany 2000-2004
Rodrigo de Rato Spain 2004-2007
Dominique Strauss-Kahn France 2007-2011
Christine Lagarde France 2011-2019
Kristalina Georgieva Bulgaria 2019—present (second term to 2029)

The Current Managing Director

Kristalina Georgieva has served as IMF Managing Director since October 1, 2019, and began a second
five-year term on October 1, 2024, following her reappointment by the Executive Board in April 2024. She
is the first Managing Director from an emerging-market economy since the Fund's founding, having
previously served as Chief Executive Officer of the World Bank and, before that, as a European
Commissioner. Her tenure has been dominated by an unusually dense sequence of global shocks,
including the COVID-19 pandemic, multiple regional conflicts, and a cost-of-living crisis — during which
the Fund approved several hundred billion dollars in new financing across nearly 100 countries and
delivered the historic 2021 SDR allocation.
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The First Deputy Managing Director

By a parallel informal convention, the IMF's First Deputy Managing Director — the institution's
number-two official — has traditionally been an American national, mirroring the U.S. convention at
the World Bank presidency and underscoring the close, historically intertwined governance of the
two Bretton Woods institutions.
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CHAPTER 16

Glossary of Key Terms

Article IV Consultation — The IMF's regular (typically annual) bilateral surveillance review of a member country's

economic policies and outlook.

Articles of Agreement — The IMF's founding treaty, first signed at Bretton Woods in 1944, setting out its purposes,

structure, and rules.

Balance of Payments — A record of all economic transactions between a country and the rest of the world; a
"balance-of-payments crisis" occurs when a country cannot obtain enough foreign currency to meet its international

obligations.

Bretton Woods System — The fixed-but-adjustable exchange-rate system established in 1944 and centered on
the U.S. dollar's convertibility to gold, which collapsed in the early 1970s.

Conditionality — The policy commitments a borrowing country agrees to as a condition of receiving IMF financing.

Executive Board — The 25-member body responsible for the IMF's day-to-day decision-making, chaired by the

Managing Director.

Extended Fund Facility (EFF) — A lending instrument for members needing a longer-term program to address

structural balance-of-payments problems.

IMFC — The International Monetary and Financial Committee, a 24-member ministerial advisory body that meets
twice yearly.
Managing Director — The IMF's chief executive and Chair of the Executive Board, appointed for a renewable five-

year term.

New Arrangements to Borrow (NAB) — A set of standing multilateral credit lines that supplement quota

resources during major crises.

Poverty Reduction and Growth Trust (PRGT) — The Fund's main vehicle for concessional lending to low-

income countries.

Quota — A member's financial subscription to the IMF, denominated in SDRs, which determines its financial

contribution, voting power, and access to Fund resources.

Resilience and Sustainability Trust (RST) — A trust fund launched in 2022 providing long-term affordable

financing for structural challenges such as climate change.

Special Drawing Right (SDR) — An international reserve asset created by the IMF in 1969, valued against a

basket of five major currencies.

Stand-By Arrangement (SBA) — The IMF's most commonly used lending instrument, addressing short-term

balance-of-payments problems.

Structural Adjustment — Market-oriented policy reforms (trade liberalization, privatization, deregulation)

historically associated with many IMF and World Bank programs.

Surveillance — The IMF's ongoing monitoring of the international monetary system and its members' economic
policies.
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Troika — The informal grouping of the IMF, European Commission, and European Central Bank that jointly
managed the Eurozone bailout programs of the 2010s.

Washington Consensus — A shorthand term for a set of market-oriented policy prescriptions (fiscal discipline,

trade liberalization, privatization) associated with IMF and World Bank advice in the 1980s—1990s.

World Economic Outlook (WEQO) — The IMF's flagship, twice-yearly report on global economic growth, trends,
and risks.

IMF

Prepared as an educational reference document - Compiled from publicly available IMF publications, official factsheets, and
reputable economic sources - 2026
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