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The International Monetary Fund's annual meeting starts in Singapore this week. Reform is on 
the agenda, but how far will it go, and what's in it for Australia?  

The IMF's managing director has promised reform on two fronts: to make the fund relevant to 
broader world issues and to reform its anachronistic voting and governance.  

Both issues are ripe for change. When the organisation was set up at the end of World War II, 
its brief was to avoid repeating the mistakes of the 1930s, when competitive devaluations led 
to trade-shrinking protectionism. But the advent of generalised exchange rate floating in the 
early 1970s left the fund with a surprisingly small role in overseeing the international 
multilateral framework of exchange rates and payments balances. The annual bilateral 
consultation, given to all countries regardless of their need or receptivity to advice, has 
become boringly routine - for countries such as Australia, a waste of time for fund staff and 
their Australian counterparts alike.  

A well-functioning international framework is increasingly important in a globalised world, but 
the action has shifted elsewhere. Such international policy co-ordination as occurs takes place 
in the G7. It organised the Plaza Accord and Louvre Agreement that helped resolve the 
imbalances of the 1980s, leaving the IMF on the side benches. There is no shortage of debate 
on the present large international imbalances, but the debate is occurring outside the fund. 
Fund staff have written endlessly on this issue, but there is no fund forum for effective 
discussion among policy makers of the countries themselves. The annual meeting is a huge 
circus. The International Monetary and Finance Committee has ossified into a rehearsal of 
set-piece speeches and the executive board is mired in paper shuffling and overseeing the 
fund's sheer diversity of tasks.  

The managing director plans to bring international policy co-ordination back within the fund's 
ambit through a multilateral consultation (as distinct from the fund's usual bilateral mode), 
getting the half dozen most relevant countries together to talk. The omens for success are not 
good. While the multilateral consultations are limbering up, the G7 countries will take the 
opportunity of the Singapore meeting to have their own private closed-shop discussion.  

Governance reform is similarly overdue. Voting rights still reflect the 60-year-old power 
balance. As a down payment, it is proposed that four countries - China, Mexico, South Korea 
and Turkey - will receive increased voting rights. The hard task of reducing the voting rights 
and the number of voices representing Europe has been postponed.  

What's in this for Australia? The answer is: "not much". We are clearly not party to the 
multilateral consultations. Rejigging voting rights will give the East Asian region a louder voice, 
and there might be some spin-offs for us. But any reform will diminish, rather than increase, 
our own voting strength and we have already lost our front-seat role at the executive board.  



In any case, governance may not be the crucial issue. "Mission creep" has resulted in such a 
diversity of roles that any governance structure would be poorly aligned with the individual 
task at hand.  

Fundamental restructuring is needed, shifting some of the fund's functions elsewhere. Some 
functions require universal endorsement, but other tasks are better suited to smaller, less 
universal representation.  

If the fund cannot bring off an effective forum for international policy co-ordination with its 
proposed multilateral consultations, this issue should be a prime candidate for shifting, and a 
suitable forum already exists. The G20 group was formed during the 1997-98 Asian crisis. It 
comprises the 20 or so countries large enough to be serious players on the world economic 
stage. It is not so big as to be unwieldy, yet gives good representation to emerging market 
economies whose role is important in the discussion of international imbalances. Australia is a 
member.  

From our national viewpoint, the discussions in Singapore are third-order issues. The focus 
should be on the next G20 meeting, to be held in Melbourne in November. Unless the 
Singapore meeting shows that the fund can deliver the goods on international policy co-
ordination, we should promote G20 as the best place for such discussions.  
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