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1.
INTRODUCTION



1.1 The IMF Objectives



The objectives of the International Monetary Fund are:



To promote international monetary cooperation through consultation and collaboration on international monetary problems, as a permanent institution
1



To facilitate the expansion and balanced growth of international trade, and to contribute thereby to the promotion and maintenance of high levels of employment and real income and to the development of the productive resources of all members as primary objectives of economic policy.
2



To promote exchange stability, to maintain orderly exchange arrangements among members, and to avoid competitive exchange depreciation.



To assist in the establishment of a multilateral system of payments in respect of current transactions between members and in the elimination of foreign exchange restrictions which hamper the growth of world trade.
3



To give confidence to members by making the general resources of the Fund temporarily available to them under adequate safeguards, thus providing them with opportunity to correct maladjustments in their balance of payments without resorting to measures destructive of national or international prosperity.
4



In accordance with the above objectives, to shorten the duration and lessen the degree of disequilibrium in the international balances of payments of member states.
5



In addition, the objectives of the International Monetary Fund are also explained as follows:



The International Monetary Fund was established to promote international monetary cooperation, exchange rate stability and to provide temporary financial assistance to countries in order to help easing the balance of payments adjustment.



1
http://www.imf.org/pubs/ft/aa/aa01.htm



2
Ibid



3
Andreas F. Lowenfeld, International Economic Law, Great Clarendon Street - Oxford, First published 2002 (as paperback 2003), Page 503



4
Ibid



5
Ibid
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The IMF would also loan foreign currency to the states that had problems with their Balance of Payments. Each member state was required to contribute a designated amount of quota, for example, one quarter of gold and three quarters of national currency to the Fund. The amounts of loans were based on the amount that each respective state had contributed to the Fund. The more a state contributed, the more it could borrow. The USA was the dominant power with the highest amount of quotas.



Today the IMF maintains the same quota system and member countries enjoy the same privilege to borrow even though many are no longer maintaining a fixed exchange rate. Instead, many countries borrow from the IMF when they become unable to maintain payments on international debts. The IMF plays a major role in the global monetary system. The Fund surveys and monitors economic and financial developments, lends funds to countries with balance-of-payment difficulties, and provides technical assistance by training members states’ government officials in macroeconomic management, reforming tax systems, developing central banking and financing systems.



The IMF goals are to facilitate the expansion and balanced growth of international trade, to assist in the elimination of foreign exchange restrictions which hamper the growth of international trade, and to shorten the duration and lessen the disequilibrium in the international balances of payments of members. The mitigation of wide currency fluctuations is achieved through a complex lending system which permits a country to borrow money from other Fund members or from the Fund itself (by way of “SDR” Special Drawing Right) for the purpose of stabilizing the relationship of its currency to other world currencies.



Based on the IMF’s objectives and its operations we can notice that they fit mostly. As we go about our daily lives, it is easy to overlook the importance of international trade. For example, America ships enormous volumes of food, airplanes, machinery and computers to other countries, while in return it gets other goods and services.



That’s why the IMF's primary purpose is to ensure the stability of the international monetary system—the system of exchange rates and international payments that enables countries (and their citizens) to buy goods and services from each other. This is essential for sustainable economic growth and rising living standards and that’s why monetary stability was to be considered important. To maintain stability and prevent crises in the international monetary system, the IMF reviews national, regional, and global economic and financial developments. It provides advice to its 184 member countries, encouraging them to adopt policies that foster economic stability, reduce their vulnerability to
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