Does the World Need a
Universal Financial Institution?
James M. Boughton
“The issue is not whether the Fund should take an interest in poverty, but
whether it should continue working, and working better, with its poorest member countries. The answer to that is yes: as a universal institution, we have to
stay involved with all our members.”
Stanley Fischer (2001)

When the Soviet Union disintegrated in 1991 and all of the newly emergent countries joined the membership of the International Monetary
Fund, the IMF almost overnight became a nearly universal financial institution. Today (in 2005) it has 184 member countries, just seven fewer than
the United Nations. In contrast, Citibank—the most globally engaged private financial institution—is active in about 100 countries. As Stanley
Fischer (then the First Deputy Managing Director of the IMF) indicated
in his farewell address to the IMF’s Executive Board (quoted above), the
distinction is not trivial.
Universalism is not only a question of membership. Several official
international agencies now have universal, or near-universal, membership,
including the United Nations and many of its specialized agencies as well
as both the IMF and the World Bank (but not yet the World Trade
Organization).1 Having a very broad and inclusive membership is
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Membership in the IMF (184 countries in 2005) is not quite as universal as that of the United Nations (191).
Throughout the Cold War, most states with Communist governments elected not to join the IMF. Since 1990,
nearly all of those formerly in that category have joined, but neither Cuba nor North Korea has done so. Five
tiny countries that are members of the UN also have not applied to join the IMF: three in Europe (Andorra,
Liechtenstein, and Monaco) and two in the South Pacific (Nauru and Tuvalu). World Bank membership
currently is identical to that of the IMF. The World Trade Organization has 148 members, 36 fewer than
the Bank and the Fund, though 27 other countries are in process of accession to membership (see
http://www.wto.org/english/thewto_e/acc_e/status_e.htm for a list of accession cases).
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obviously a necessary condition, but it is not sufficient. More fundamentally, it is a question of focus. The World Bank lends only to developing
and transition countries: to middle-income countries through its original
body, the International Bank for Reconstruction and Development, and to
low-income countries through its concessional-lending arm, the
International Development Association (World Bank, 2004). In contrast,
any one of the 184 member countries—Uganda or the United States—can
borrow from the IMF: the only financial institution in the world with this
universal approach to lending.
A broad implication of this fact is that the IMF is designed to function
as a cooperative, or a club of peers. In principle, each member country
might be a creditor part of the time and a borrower at other times. Since
the early years of the IMF (which started lending in 1947), this revolvingfund aspect has been important. Canada, Denmark, France, Italy, and the
United Kingdom are all countries that are now financial and industrial
powers but that have in the past cycled between being creditors and
debtors of the IMF. Even Japan and the United States had stand-by
arrangements in the early years. And this distinguishing feature of the
Fund has not vanished. More recently, China, the Czech Republic,
Estonia, and the Republic of Korea have been borrowers for a time and are
now creditors, and Russia is on the threshold of making that transition for
the first time. Over the past 25 years (1980–2004), some 44 countries have
switched between being net financial contributors to the IMF and being
debtors, and back, at least once.
Universal lending by the IMF is an adjunct to the even more comprehensive use of surveillance. The Fund is the only financial institution that
conducts routine (annual) consultations with all countries. These consultations focus primarily on macroeconomic policies but also cover related
issues such as the soundness of the financial sector and the country’s
adherence to a variety of internationally accepted standards and codes.
When and if a member country applies to borrow from the Fund, the
knowledge that the staff has gained through these consultations, and the
policy advice that it has given, make a useful starting point for discussion
of lending terms and policy conditions. More generally, the consultations
are a platform for the Fund to develop and disseminate a comprehensive
and consistent policy framework covering all regions and economies.
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