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IMF MEMBERS DELAY QUOTA CHANGES, AGREE TO
MAINTAIN FUNDING
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Widening scope:IMF’s Board of Governors said it is looking to consider doubling new
arrangments to borrow.AFPANDREW CABALLERO-REYNOLDS
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At a time when multilateral institutions stand on increasingly shaky ground, members of the
International Monetary Fund (IMF) agreed to maintain its funding at $ 1 trillion but postponed
changes to its voting structure. The deal is a compromise with the U.S., the Fund’s largest
shareholder, which has resisted changes to the organisation’s voting structure as well as
increases in its permanent resource base.
Supplementary sources

Friday’s deal will allow an extension of non-permanent, supplementary sources of funds – such
as the New Arrangement to Borrow (NAB), a renewable funding mechanism that has existed
since 1998, and bilateral borrowings from countries - the IMF had entered into these after the
2008 financial crisis to increase its lending ability.
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The agreement extended the bilateral borrowing facility by a year - to the end of 2020 and a
potential doubling of the NAB.
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“We look forward to consideration of a doubling of the New Arrangements to Borrow and a
further temporary round of bilateral borrowing beyond 2020,” the International Monetary and
Finance Committee (IMFC) , a body that advises the IMF’s Board of Governors, said via a
statement released on Friday.
“I welcome this high-level endorsement, which demonstrates the strong support for our
membership for the Fund’s mission,” IMF Managing Director Kristalina Georgieva said. “We will
continue to work closely with our membership in the period ahead to ensure full implementation
of this package.”
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Specifically, the agreed package will leave IMF quotas (the primary source of IMF funds), which
determine voting shares, unchanged. Instead, these will be reviewed before the end of 2023.
IMF quotas are distributed according to a four pronged formula that considers a member
country’s GDP, its economic openness, its “economic variability” and international reserves.
Some IMF members have become frustrated with the pace of governance reforms, as the
balance of economic and geopolitical power has shifted, becoming more dispersed across the
world, particularly with the emergence of China and India - among the world’s largest and fastest
growing economies.
India’s quota is 2.76% and China’s is 6.41%, while the U.S.’s quota is 17.46 % (translates to a
vote share of 16.52%) giving it a unique veto power over crucial decisions at the IMF, many of
which require a supermajority of 85%.
The U.S. has resisted diluting its share, wary that it will benefit countries such as China.

Quotas are supposed to be reviewed every five years although these reviews can be delayed –
as was the case with the 14th review. That process, completed in 2010, needed approval of the
U.S. Congress, and it was not closed out till early 2016. The review’s outcomes included a
doubling of the quota total and a shift in some voting rights to underrepresented and emerging
market countries. India’s vote share increased marginally.
The 15th quota review is currently underway.
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“Beyond the 15th Review, we are committed to revisiting the adequacy of quotas and continuing
the process of IMF governance reform under the 16th General Review of Quotas, including a
new quota formula as a guide, with the Review to be extended from 2020 to no later than
December 15, 2023,” the IMFC statement said, emphasizing expected changes in quotas for
emerging market countries and the Fund’s low income countries.
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