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Introduction
In early 2008 many commentators were writing off the International
Monetary Fund (IMF) as an irrelevant global institution. IMF lending
was at a historically low level, with the implication that the IMF’s influence over economic policy reform through the conditionality attached to
its loans was minimal. Many countries had opted to build up their own
international reserves rather than run the risk of having to borrow from the
IMF. Furthermore, studies suggested that conditionality was frequently
not even fully implemented in countries where IMF programmes had
been put in place. On top of this, the IMF had proved largely impotent
in resolving the global economic imbalances that threatened the stability
of the international financial system. Finally, there were criticisms of the
IMF’s governance in terms of the under-representation of emerging and
developing countries and the over-representation of Europe, highlighting
its underlying lack of legitimacy, and re-enforcing the claim that the IMF
was an institution in decline and in need of reform.
Attempts by the IMF to come up with an overall medium-term strategy for institutional reform had been received with little enthusiasm (see,
for example, Bird 2006b; Truman 2006) and specific reform initiatives,
in particular the streamlining of conditionality, met with only limited
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success. Other reforms, such as the setting up of the Contingent Credit
Line to deal with emergencies resulting from crisis contagion had been ill
thought out and proved ineffective, while proposals for a Sovereign Debt
Restructuring Mechanism (SDRM) to help overcome debt crises had not
even made it off the drawing board.
A slightly different interpretation of its situation in early 2008 put
less emphasis on institutional failure and sought to place the IMF’s predicament in a historical context. This approach pointed out that, over the
years, the IMF had been shaped by events that were difficult to predict
(Boughton 2004). In large measure these events took the form of crises of
one type or another. There had been the oil crisis of the 1970s, the Third
World debt crisis of the 1980s, the fall of Communism and the crisis of
transition at the beginning of the 1990s, as well as the currency crises in
emerging economies in the later 1990s and early 2000s. According to this
approach, the period after 2002 had simply exhibited a low incidence
of global economic crises. This was the era of the ‘great moderation’.
A largely benign global economic
By analogy, so it was
environment allowed emerging and
suggested, it would be unwise
developing economies to achieve
to close down the coastguard
significant economic success and to
service just because there
avoid the circumstances that would
had been a few years of
previously have driven them to the
mild weather with no
IMF. By analogy, so it was suggested,
major storms.
it would be unwise to close down the
coastguard service just because there had been a few years of mild weather
with no major storms.
If, from 2002–08, most of the world was enjoying favourable economic
weather, and an absence of economic and financial turbulence, a perfect
storm was of course forming on the horizon. Events in the period since
mid-2008 have served to thrust the IMF back into the limelight. This
reversal of fortunes is reflected in the enhanced lending activity shown
in Table 1. Rather than being perceived as irrelevant, it is now often presented as being essential to the resolution of the world’s economic problems. Does the evidence support this favourable portrait? What reforms
have been instituted? Is the IMF rising like a phoenix from the ashes? And
what issues need to be addressed if the IMF is to meet the challenges that
currently confront it? These are the questions with which this paper deals.
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