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Introductory remarks 

by Mr. Gilles BAUCHE, Senior Advisor, International Monetary Fund (IMF)

Two points: (i) where we are on the governance reforms in the Fund; and (ii), more broadly, 
what are some of the key questions going forward, in terms of global economic governance,
that involve the IMF.

1. Status of governance reforms in the Fund

The key achievement last year, that ended a decade-long stalemate, was the decision on 
December 15 by the Board of Governors to agree upon a long overdue doubling of quotas, as 
well as a major realignment of quota shares that brings all 4 BRICs in the top 10 shareholders.

 Doubling the size of quotas to $750 billion (500 billion Euros). Why is it 
important?

- Key metric in the Fund: they set the voting power, the amount of resources 
that each member contributes to the IMF, and the level of access to Fund 
resources when a member needs to borrow.

- Long overdue increase: for most member countries, the first increase since 
1998. Since then, global GDP increased more than 125 %, global trade more 
than 200 %, and international flows by substantially more. A doubling of quotas 
was the minimum necessary to support the IMF lending capacity.

 A major quotas shift. The reform “over-delivers” on the G20 commitment
at the Pittsburgh Summit, to “shift quota share to the dynamic emerging market 
and developing economies of at least 5 % from overrepresented to 
underrepresented countries.” The reform achieved shifts of 6 % or more on 
both bases. 

 All four BRICs will be among the IMF’s top ten shareholders. Countries 
with the 10 largest voting shares will be the US, Japan, Germany, France, the 
UK, and Italy plus the four BRIC countries. China moves from 6th to 3d place, 
after the US and Japan. Saudi Arabia and Canada will be pushed out of the top 
10, while India and Brazil will move into the top 10 group, ahead of the 
Netherlands and Belgium, and Russia is 9th. 

 Split between advanced economies and EMDCs:  in terms of quota share: 
57.7/42.3 from 60.5/39.5; in terms of voting share 55.3/44.7 from 57.9/42.1. 

 Who wins? Who loses? 
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- One third of the membership (61 countries) gain quota share, of which most 
(53) are EMDCs. The poorest members maintain at least their quota and 
voting shares that came out of the 2008 reform, so that a total of 110 countries 
will gain or maintain quota share, of which 102 are EMDCs. 

- Much of the adjustment will come from a reduction in the voting share of the 
advanced countries, including EU members as a group (3.1 percentage 
points to 29.4 %). The US voting share will decline slightly by 0.5 percentage 
points to 16.5 %. The adjustments in the combined shares of EU members 
include increases for some members, such as Spain, Poland, and Ireland, which 
were under-represented by most metrics. 

 What remains to be done? 

- Entry into force of the reform targeted for no later than October 2012. 
Requires ratifications / parliamentarian approval in many countries (70 % 
majority for the quota increase; 85 % majority for the realignment of quotas 
shares). Took more than two years to get the 2008 quotas reform effective;

- The advanced European countries will give up two executive director seats
in favor of EMDCs in late 2012;

- The composition of the Board will be reviewed every eight years, starting 
when the quota reform takes effect, with a commitment of the membership to 
maintain the size of the Executive Board at 24. All EDs will be elected;

- Comprehensive review of the quota formula to be completed by January 
2013;

- Next review of quotas to be completed by January 2014, when additional 
realignments in favor of EMDCs can be expected.

2. Key issues going forward for the IMF in the debate on global economic 
governance

Governance: not only a numbers’ game. Beyond quotas and voting rights: a broader 
governance debate that covers issues such as the engagement by high-level policymakers in 
the Fund’s strategic decisions, the selection process of Fund management and, at a broader 
level, the articulation between an institution with close-to-universal membership—the IMF—
and a country grouping—the G20. 

 Ministerial engagement in the Fund

- Long-standing proposals (cf. Trevor Manuel report in 2009) to focus ministerial 
attention on the key topics and institutionalize high-level engagement through 
the activation of the ministerial Council envisaged in the Articles of 
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agreements of the IMF, that would have explicit decision-making 
responsibility, rather than the advisory role of the current IMFC. 

- Others on the contrary think that that transferring decisions from a resident 
Board, with knowledge of institutional processes, to ministers and governors 
who do not have the time or inclination to engage on global issues, would 
weaken consensus building as well as oversight of management; instead, 
they favor improving IMFC processes, such as better communiqué drafting, 
more informal sessions (e.g. early warning exercise…), and more focused 
plenary meetings. Middle ground hard to find between the high level ambition 
of the Council and the more down to earth procedural reforms of the IMFC, but 
at the very least, IMFC discussions are now more focused on key policy issues 
and more candid.

 Selection process for the Managing Director

- As in the past, there have been many calls for a “nationality-blind” selection 
process for the MD during the current selection process. 

- The key issue has been to coordinate an agreement across the IMF/WB with the 
political commitment of the major shareholders. 

- Nevertheless: ongoing selection process has been so far the most open and 
transparent.

 A more unified governance structure between the G20 and the IMF to help 
ensure that major national policy decisions in systemic countries contribute to 
global stability. 

- The IMF was intended to provide this structure, but was not perceived as able to 
do so, partly because of its “legitimacy deficit” and partly because of the “lack of 
teeth” of its own instruments. The G20 has filled the void as the de facto
“premier forum for economic and financial cooperation”. A lot achieved by the 
G20 and IMF, including with the Mutual Assessment Process. Notwithstanding 
the G20 success in reacting to the recent crisis, there is a sense that its 
effectiveness and legitimacy could be improved if it could speak for all the other 
167 countries that are also part of the IMF membership. 

- Hence proposals (for instance in the Palais-Royal Initiative report) to enhance 
the global governance architecture by merging the IMFC with the G20 
ministers and governors, and convert the resulting body into one with formal 
powers, with selection of its membership based on the constituency system 
already used to choose members of the IMF executive board and the IMFC.

Obviously: broader issues that are primarily for shareholders. Political will and 
commitment key for progress.
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