· Who does the developing?

Importance of institutions / governance issues

“ economic growth does not matter much to people if hospitals did not have medicines.. A competitive exchange rate could not do much to bolster exports if inefficiency and corruption paralysed the ports, and fiscal reform did not matter much if taxes could not be collected”.

M Naim (2000) ‘ Fads and fashion in economic reforms: Washington consensus or Washington confusion’ Third World Quarterly 21.

New challenge for global institutions: how do you resolve development aspirations around the world within the limits of natural resources and the environment?

United Nations

· Disillusion  -  everyone expects everything of it…

· Accusations of internal corruption – credibility issue

· Need for reform – how does it deal with globalisation?

· As gap between rich and poor widens – has it a future?

+   Economic problems – members don’t pay up

IMF

An organization of 184 countries, working to foster global monetary cooperation, secure financial stability, facilitate international trade, promote high employment and sustainable economic growth, and reduce poverty. The IMF advises and assists member countries in implementing economic and financial policies that promote stability, reduce vulnerability to crisis, and encourage sustained growth and high living standards. It also promotes dialogue among member countries on the regional and international consequences of their economic and financial policies, and reviews global economic trends and developments that affect the health of the international monetary and financial system.
Facts on the IMF

· Current membership: 184 countries 

· Staff: approximately 2,700 from 141 countries 

· Total Quotas: $327 billion (as of 2/28/05) 

· Loans outstanding: $90 billion to 82 countries, of which $10 billion to 59 on concessional terms (as of 2/28/05) 

· Technical Assistance provided: 367 person years during FY2004 

· Surveillance consultations concluded: 115 countries during FY2004, of which 92 voluntarily published their staff reports

Borrowing from the IMF

A member country may request IMF financial assistance if it has a balance of payments need, that is, if it cannot find sufficient financing on affordable terms to meet its net international payments. An IMF loan eases the adjustment policies and reforms that a country must make to correct its balance of payments problem and restore conditions for strong economic growth. 

IMF lending

An IMF loan is usually provided under an "arrangement," which stipulates the specific policies and measures a country has agreed to implement in order to resolve its balance of payments problem. The economic program underlying an arrangement is formulated by the country in consultation with the IMF. Once an arrangement is approved, the loan is released in phased installments as the program is carried out.

IMF Facilities 

The IMF has developed a number of loan instruments, or "facilities," that are tailored to meet the specific circumstances of its diverse membership. All facilities are subject to the IMF’s market-related interest rate which is linked to the major international money markets. 
Non-concessional loans 

Concessional loans at lower interest rates  for low-income countries using the Poverty Reduction and Growth Facility (PRGF). These are based on comprehensive strategies agreed with each country, as specified in their Poverty Reduction Strategy Papers.

Emergency assistance to support recovery from natural disasters and conflicts, in some cases at concessional interest rates.

Key concerns of the IMF 
· Ensuring economic stability 

Promoting economic stability is partly a matter of avoiding economic and financial crisis. As recent experiences in Argentina, Korea, Turkey, and other countries have shown, crises can destroy jobs, slash incomes, and cause great human suffering, both nationally and beyond a country's borders if the crisis spreads to a country's neighbors, or even internationally. But economic stability also means avoiding large swings in economic activity, high inflation, and excessive volatility in exchange rates and financial markets. Any of these types of instability can increase uncertainty and discourage investment, impede economic growth, and hurt living standards.Experience has shown that the countries with the strongest growth and employment rates, and the least economic instability, are those that:

· follow sound macroeconomic (fiscal, monetary, and exchange rate) policies, 

· build strong economic and financial institutions, 

· collect, monitor, and disseminate high-quality data, and 

· embrace good governance.

· Ensuring good governance and reducing corruption

The term governance, as generally used, encompasses all aspects of the way a country is governed, including its economic policies and regulatory framework. Corruption is a narrower concept, which is often defined as the abuse of public authority or trust for private benefit. The two concepts are closely linked: an environment characterized by poor governance offers greater incentives and more scope for corruption. Many of the causes of corruption are economic in nature, and so are its consequences. Poor governance is detrimental to economic activity and welfare. Because of their economic nature, issues related to governance and corruption often fall directly within the mandate and expertise of the IMF. 

The IMF was urged in 1996 by its Board of Governors to "promote good governance in all its aspects, including by ensuring the rule of law, improving the efficiency and accountability of the public sector, and tackling corruption, as essential elements of a framework within which economies can prosper." Since then, the IMF's role in promoting good governance has expanded considerably, while still being limited to economic aspects of governance that could have a significant macroeconomic impact. 

· Providing technical assistance

Free technical assistance is one of the benefits of IMF membership. Most technical assistance goes to low and lower-middle income countries, particularly in sub-Saharan Africa and Asia. Much of the technical assistance provided by the IMF has a direct bearing on governance-related issues.. Technical assistance aims to help individual countries strengthen their capacities, reduce weaknesses and vulnerabilities, and contribute to a more robust and stable global economy. For instance, IMF staff often provide assistance to strengthen tax and customs administration, an area that is especially susceptible to corruption.

Support is often provided through short staff missions of limited duration sent from headquarters, the placement of experts and/or resident advisors for periods ranging from a few weeks to a few years. 

· Assessing vulnerability

In response to the currency crises that affected several emerging market economies in the 1990s, the IMF launched a major effort to improve its ability to analyze whether, and to what extent, countries are vulnerable to such crises. Emerging market economies, which often heavily rely on external borrowing and other capital inflows for their economic growth, are especially vulnerable to reversals in investor sentiment. The IMF has therefore paid special attention to this group of countries in its vulnerability assessment work. 

Much of the IMF's work on vulnerability has focused on improving the quality and transparency of data. Vulnerability indicators cover the government, the financial sector, and the household and corporate sectors. When economies are under stress, problems in one sector often spread to other sectors. For example, concerns about a country's fiscal deficit might lead to a run on the exchange rate, or undermine confidence in banks holding government debt, thereby triggering a banking crisis. 

Below are some of the indicators that the IMF monitors particularly closely:

· Indicators of external and domestic debt e.g The ratios of external debt to exports and to GDP are useful indicators of trends in debt and repayment capacity. 

· Indicators of reserves adequacy are central to assessing a country's ability to avert liquidity crises. 

· Financial soundness indicators e,g the state of financial institutions.

· Corporate sector indicators  particularly important when assessing the potential impact of exchange rate and interest rate changes on corporate sector balance sheets. 
World Bank

· Owned by its member countries

· President = national of largest shareholder

· Is responsible to ECOSOC (Economic and Social Council)

· Lends money to governments of developing nations to finance long term projects

	Voting power of the World Bank

	Country
	% total votes in IBRD

	G8 Countries
	

	USA
	16.41

	Canada
	2.79

	UK
	4.31

	France
	4.31

	Germany
	4.49

	Japan
	7.87

	Italy
	2.79

	Russian Federation
	2.79

	Selected countries
	

	Argentina
	1.12

	Bangladesh
	0.32

	Brazil
	2.07

	Chad
	0.07

	Croatia
	0.16

	Ghana
	0.11

	India
	2.79

	Kenya
	0.17

	Malaysia
	0.53

	Nigeria
	0.80

	Pakistan
	0.59

	Philippines
	0.44

	South Africa
	0.44

	Uganda
	0.05


but
Total share of finance for development coming from World bank rarely exceeds 15% of total lending to LEDCs.  Bilateral aid for development is more important than World Bank finance.

however

· Influences national development policy by directing research, technology transfer, other institutional support

· WDR is important source of information

· 1970s – problems of lending which caused environmental destruction e.g Carajas, Polonoroeste Highway

· 2005
 -    strong sustainability agenda, although needs further integration

· focus on poverty reduction – infrastructure, credit facilities, water & sanitation

· empowerment at local level

· recognition of importance of local                 international change

· GEF  Global Environment facility.  Creates new finances for LEDC to tackle global environmental problems. But concerns of insufficient money, and dominance of MEDC agenda.

