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The International Monetary Fund
Description

A crisis at the International Monetary Fund (IMF) was narrowly averted late last year.  Created at the end of World War II, the Fund is the central institution of the international monetary system.  But for years it was criticized for a governance structure that was said to have become increasingly outmoded and unrepresentative.  Developing nations in general – and emerging economic powers like China and India in particular – complained about their relatively limited representation and influence relative to the more mature economies of Europe, North America, and Japan.


In 2010 a major institutional reform was approved in hopes of strengthening the Fund’s credibility, legitimacy, and effectiveness.  But despite the support of an overwhelming majority of the IMF membership, that reform was long stalled because of a refusal by the US Congress to ratify its provisions.  Under rules that have prevailed since the IMF was founded, the United States enjoys a veto power on decisions of this kind.  Member governments began to consider alternative reforms that might have significantly eroded US authority at the IMF.  The stakes could not have been higher.  At issue, in effect, was the global balance of power in monetary affairs.  A crisis loomed.


Dramatically, the crisis was defused last December when Congress finally agreed to accept the 2010 reform.  But that is by no means the end of the story.  For many members, further reforms are still needed to bring the governance structure of the IMF up to date.  Can their aspirations be accommodated?  Is further reform politically feasible?  This seminar will examine both the economic and political issues involved in this critical policy dilemma.  Particular emphasis will be placed on the difficulties and complexities of negotiating institutional reform at the global level.  The seminar will culminate with a simulated international conference on IMF reform.

Course requirements

Students are required to attend all sessions of the seminar, to write two papers, and to participate in the culminating event of the seminar: the simulated conference on IMF reform.  Final grades will be determined jointly by the quality of class participation and the written papers.  There will be no mid-term or final examination.


Students will be expected to do all the required reading for each week before the seminar meets and to participate fully and constructively in weekly class discussions.  Any unavoidable absences must be cleared with the instructor in advance.


Each of the two papers will be a maximum of ten (10) pages in length.  The first paper will be due on May 4; the second will be due no later than the last day of spring quarter classes: June 3.  Any delay beyond either date will be subject to penalty.

The simulation

After discussion of various issues on the reform agenda at the IMF, the seminar will culminate with a simulated conference on Fund reform.  Each student will be assigned a role, acting as agent for a key actor in reform discussions (a “principal”): either a national government or the IMF Managing Director.  Role assignments will be decided after the second working session of the seminar on April 13.  During subsequent weeks, you will prepare to represent the interests and preferences of your principal at the simulated conference.  The conference itself will be held in two rounds, on May 18 and May 25.  In the simulation, the seminar instructor will act as chair and students will debate alternative reform proposals, engaging in active negotiation of possible compromise solutions.  The goal will be to determine whether any mutually acceptable reforms are possible in practical political terms.

The first paper

The first paper will take the form of a memorandum prepared for the international conference that is to be simulated on May 18 and 25.  Imagine that you are the chief advisor on international monetary affairs to a principal – either a national government or the Managing Director of the IMF.  As such, you are expected to provide background briefing for the negotiation.  The briefing should include: (a) a systematic evaluation of the strengths and weaknesses of the IMF governance structure at present (b) a careful assessment of relevant reform alternatives; (c) a clear articulation of the interests and preferences of your principal in relation to the reform proposals; and (d) your policy recommendations.


The assignment requires you to gain sufficient mastery of the content of the course to be able to step back and look at it as a whole, rethinking and reorganizing the material for the purposes of your memorandum.  Toward this end you will need to begin the assigned readings early and to complete as much of them as you can as early as you can.  Do not wait, however, until you complete all your reading to begin the process of organizing your paper.  The challenge posed by this assignment lies not merely in demonstrating that you understand the assigned material or that you are informed about the various topics you address.  Even more importantly, the challenge lies in the insight of your analysis and the imagination of your recommendations.

The second paper

The second paper will also take the form of a memorandum from you in your role as advisor to your principal.  In this paper, you will be expected to provide a post mortem on the outcome of the conference held on May 18 and 25 – a brief but comprehensive evaluation of the results of the negotiations.  Building on your understanding of the interests and preferences of your principal, your papers should include: (a) a brief summary of the results of the negotiation; (b) a systematic evaluation of the implications of these results for your principal; ( c) a critical assessment of the negotiating strategy and tactics that you used in the negotiation (Could you have done better?  If not, why?  If so, how?); and (d) your recommendations of how your principal should now respond to best protect the principal’s interests and preferences.


You will have the last week and a half of the term to complete the second paper.  There will be no class sessions after the second round of the simulated conference on May 25.

Readings

All readings for the seminar are provided by GauchoSpace, which you can download at your own pace.  Alternatively, hard copies of all the readings are included in a course pack available from Associated Students Publications Service, UCSB University Center (phone: 893-4471).   The course pack is also available from the reserve desk at the UCSB library.


All readings are required.  They are intended provide a balanced introduction to the governance issues confronting the IMF today, which we will discuss in the weekly sessions of the seminar.  However, they alone cannot provide all the detail and insight you will need to prepare adequately for your assigned role in the simulated conference.  For that you will need to do much further research on your own, using both print and electronic sources.  To begin, you might consult relevant books, articles, etc. cited in the footnotes and bibliographies of the required readings.  Electronic sources are also plentiful, including of course Google.  Useful websites are maintained by individual governments, by the International Monetary Fund (www.imf.org), and by various newspapers and magazines with a special interest in international monetary affairs, such as the Financial Times (www.ft.com), Wall Street Journal (www.wsj.com), and The Economist (www.economist.com).  Once you get started, of course, you will find many other sites on your own.

Schedule
March 30

No class

April 6


Background and formal governance structures

April 13

The political economy of IMF governance

April 20

The 2010 reform

April 27

Options for the future

May 4


Negotiating strategies and tactics -  I

May 11

Negotiating strategies and tactics: - II

May 18

Simulation  - Round 1

May 25

Simulation - Round 2

June 1


No class


Required Reading
April 6:   Background and Formal Governance Structures
Martin A. Weiss (2014), International Monetary Fund: Background and Issues for Congress.

International Monetary Fund (2014), “Governance Structure.”

International Monetary Fund (2014), “A Guide to Committees, Groups, and Clubs.”

International Monetary Fund (2014), “IMF Quotas.”

International Monetary Fund (2014), “How the IMF Makes Decisions.”

April 13: The Political Economy of IMF Governance
Thomas Oatley and Jason Yackee (2004), “American Interests and IMF Lending,” International Politics 41 , 415-429.

Ngaire Woods and Domenico Lombardi (2006), “Uneven Patterns of Governance: How Developing Countries are Represented in the IMF,” Review of International Political Economy 13:3 (August), 48-515.

Lisa L. Martin (2006), “Distribution, Information, and Delegation to International Organizations: The Case of IMF Conditionality,” in Darren G. Hawkins et al., eds., Delegation and Agency in International Organizations, 140-164.

Erica R. Gould (2003), “Money Talks: Supplementary Financiers and International Monetary Fund Conditionality,” International Organization 57:3 (Summer), 551-586.

Mark S. Copelovitch (2010), The International Monetary Fund in the Global Economy, ch. 1.

April 20:   The 2010 Reform 
Edwin M. Truman (2006), A Strategy for IMF Reform, 1-12, 61-81.

International Monetary Fund (2010), IMF Quota and Governance Reform - Elements of an Agreement, 31 October.

International Monetary Fund (2010), “IMF Board Approves Far-Reaching Governance Reforms”, IMF Survey, 5 November.

International Monetary Fund (2016), Historic Quota and Governance Reforms Become Effective,

27 January.

April 27:   Options for the Future
Edwin Truman (2015), What Next for the IMF?, Policy Brief PB15-1.

Edwin Truman (2015), “IMF Governance Reform: Better Late Than Never,” Real Time Economic Issues Watch, 16 December.

Leonid Bershidsky (2015), “IMF Reform is Too Little, Way Too Late,” Bloomberg View, 18 December.

Barry Eichengreen and Ngaire Woods (2016), “The IMF’s Unmet Challenges,” Journal of Economic Perspectives 30:1 (Winter), 29-51.

Rakesh Mohan and Muneesh Kapur (2015), “Emerging Powers and Global Governance: Whither the IMF?,” Working Paper WP/15/219.

May 4: Negotiating Strategies and Tactics - I
Roger Fisher and William Ury (1991), Getting to Yes: Negotiating Agreement Without Giving In, second edition, chs. 1-5.

Robert D. Putnam (1988), “Diplomacy and Domestic Politics: The Logic of Two-Level Games,” International Organization 42:3 (Summer), 427-460.

May 11: Negotiating Strategies and Tactics - II
John Odell (2013), “Negotiation and Bargaining,” in Walter Carlsnaes, Thomas Risse, and Beth A. Simmons, eds., Handbook of International Relations, second edition, ch. 15.

Nicholas Bayne and Stephen Woolcock, eds. 2011), The New Economic Diplomacy, third edition, chs 1-2.


