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Systemic crises
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Gaps: Response to systemic crises

25
Crisis Bystanders 1/ 100 Fund Arrangements to EM 

“Crisis Bystanders"

15

20
Low vulnerability
Medium vulnerability
High vulnerability

60

70

80

90 Crisis Bystanders

in percent of total crisis bystanders 

10

15

30

40

50

60

0

5

D bt i / l b l
0

10

20

Debt 
crisis

ERM
crisis

Asian/
Russian/

LTCM
crisis

Global 
crisis



-10

0

10 Reserves & Growth
Boom

Boom?
Capital Flows (percent of GDP)

Bust

Contagion Value of reservesVolatility
-30

-20

10

0 200 400 600 800

Contagion Value of reservesVolatility



Framework for Reform: A Balancing Actg
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Regional Financial ArrangementsRegional Financial Arrangements
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IMF and Co-financingIMF and Co financing

 Long history of IMF-supported, co-financed 
programs

 With limited formal guidance, a variety of 
cooperation modalitiescooperation modalities 

— Informal discussions
More formal coordination in program design— More formal coordination in program design

— Co-financing contingent on IMF involvement
 One case of formal agreement: IMF-World Bank One case of formal agreement: IMF World Bank 

Concordat



Co-financing can yield benefits…Co financing can yield benefits…

 Increased firepower p
 Risk diversification
 Potential for: Potential for: 
 Stronger program ownership and legitimacy
 Accelerated request for assistance Accelerated request for assistance
 Improved program design and enhanced 

informationinformation



…but costs of coordination…but costs of coordination
 Need for consistent program design among 

independent institutions with differing mandates, p g ,
policies, governance

 Decision making process and room for maneuver Decision-making process and room for maneuver

 Need to keep confidentiality vs. broad involvement of 
multiple parties

 Formal engagement with country authorities and de g g y
facto engagement with RFAs/other parties 



The G-20 Principles recognize this…The G 20 Principles recognize this…
“. . . collaboration with the IMF should be tailored to each RFA in a flexible 
manner in order to take account of region-specific circumstances and the 

h i i  f RFA ” 

 Crisis resolution and crisis prevention
R t th l i d d d

characteristics of RFAs.” 

 Respect the roles, independence and 
decision-making processes of each institution

 Ongoing collaboration—flexible and voluntary Ongoing collaboration—flexible and voluntary
 Sharing of information; recognition of 

comparative advantagep g
 Balance between consistency and flexibility
 Preferred creditor status for IMF




