International monetary organizations (e.g., IMF,
World Bank)

The global monetary system plays a crucia role in facilitating international trade and economic
stability. In order to maintain this system, international monetary organizations such as the
International Monetary Fund (IMF) and the World Bank were established. These organizations
provide financial assistance, economic advice, and promote cooperation among nations. In this
tutorial, we will explore these international monetary organizations and understand their role in
the global monetary system.

Overview of the International Monetary Fund (IMF):

The International Monetary Fund (IMF) is an international organization that aims to promote
global monetary cooperation, secure financia stability, facilitate international trade, promote
high employment, and sustainable economic growth. The IMF provides financial assistance to
member countries facing balance of payments problems and offers policy advice to promote
economic stability.

1. History and Establishment:

The IMF was established in 1944 during the Bretton Woods Conference. Its primary goa was to
prevent the recurrence of the economic turmoil experienced in the 1930s, which included the
Great Depression. Today, it has 189 member countries.

2. Functions and Objectives:

a. Surveillance: The IMF monitors the economic and financial developments of member
countries and provides policy advice to maintain stability.

b. Financial Assistance: The IMF provides financial assistance to member countries facing
balance of payments problems through loan programs.

c. Technical Assistance and Capacity Building: The IMF offers technical assistance and training
to member countries to strengthen their policy-making and financial institutions.

d. Research and Analysis: The IMF conducts research and analysis on global economic issues
and publishes reports to guide member countries.

3. Governance and Decision-Making:

a. Board of Governors. Represented by member countries, it is the highest decision-making
body of the IMF; each member country has one governor.

b. Executive Board: Consists of 24 executive directors who are appointed or elected by member
countries or groups of countries.

c. Managing Director: Appointed by the Executive Board, the Managing Director heads the IMF
and represents the organization in various global forums.

4. Specia Drawing Rights (SDRs):

The IMFs Specia Drawing Rights (SDRs) is an international reserve asset created to
supplement member countries' official reserves. SDRs are allocated to member countries based
on their quotas and can be used to support international trade and guarantee financial stability.



Overview of the World Bank:

The World Bank is an international financia institution that provides financial and technical
assistance to developing countries for development projects (e.g., infrastructure, education,
health) and poverty reduction. It consists of five institutions:

1. International Bank for Reconstruction and Development (IBRD):

a. Established in 1944, the IBRD provides loans and grants to middle-income and creditworthy
low-income countries.

b. It aims to promote economic devel opment, reduce poverty, and improve living standards.

2. International Development Association (IDA):

a. Founded in 1960, the IDA provides interest-free loans and grants to the world's poorest
countries.

b. It focuses on poverty reduction and supports projects to improve basic services and
infrastructure in these countries.

3. International Finance Corporation (IFC):

a. Established in 1956, the IFC provides investment and advisory services to promote private
sector development in developing countries.

b. It supports projects that create jobs, stimulate economic growth, and reduce poverty.

4. Multilateral Investment Guarantee Agency (MIGA):

a. Founded in 1988, MIGA provides politica risk insurance and technical assistance to
encourage foreign direct investment (FDI) in developing countries.

b. It helps mitigate risks for investors and promotes economic growth.

5. International Centre for Settlement of Investment Disputes (ICSID):

a. Established in 1966, ICSID provides a forum for arbitration and conciliation of investment
disputes between investors and member countries.

b. It aims to enhance investor confidence and promote investment.

Conclusion:

In this tutorial, we explored the role and functions of international monetary organizations such
as the International Monetary Fund (IMF) and the World Bank. These institutions play a vital
role in maintaining the stability and functioning of the global monetary system. The IMF
provides financial assistance, policy advice, and promotes global economic cooperation, while
the World Bank supports development projects and poverty reduction efforts in developing
countries. Understanding these organizations helps us comprehend the complexities and
interdependencies of the global monetary system.



