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Vulnerabilities to the pandemic created by the
international financial institutions
• Cuts to public workforces including health
– Serbia:

• IMF supported 10 per cent wage cut in 2014, and under a loan
programme beginning in 2015 supported further cuts to spending on
public sector workforce
• 2016 World Bank Development Policy loan supported the “Law on
the Ceiling on Public Sector Employees” and the “Law on the Salary
System of Public Sector Employees”, which reduced compensation
and employment.

• Austerity measures and blindly pro-business policies stifle
growth, increased debt burdens
– Debt was used to justify spending cuts, but cuts created a
downward cycle of less growth and higher debt-to-GDP ratios

• Narrow targeting of social protection

– IMF pressured Kyrgyzstan to target child benefit

Responses to COVID-19
• Rapid response and emergency lending
• IMF and World Bank called for G20
bilateral creditors to suspend debt
payments if requested by low-income
countries
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Response: World Bank Group
• $14 billion package
– $6 billion in COVID-response loans to
governments to scale-up public health capacity,
including equipment, facilities and workforce.
Some support to social protection.
– $8 billion in addition money to existing
borrowers of the International Finance
Corporation (IFC), the arm of the World Bank
that lends to the private sector.
• $2 billion to real sector companies
• $6 billion to private financial institutions, for example
proposed $25 million to Priorbank Belarus to be used
for their loans to small and medium enterprises

World Bank
Emergency COVID19 Response loans
in the region
•
•
•
•
•
•
•
•
•
•

Belarus: €90 million
Bosnia and Herzegovina: $36.2 million
Georgia: $80 million
Kosovo: $50 million
Kyrgyz Republic: $12.15 million
Moldova: €52.9 million
North Macedonia: €90 million
Serbia: $100 million
Tajikistan: $11.3 million
Uzbekistan: $95 million

Response: International Monetary Fund
• Grants for debt relief for poorest countries, on
money owed to IMF (Catastrophe Relief and
Containment Trust)
• Rapid loans with less conditionality
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Catastrophe Containment and Relief Trust
• Six months of
repayments to IMF
cancelled for 25
countries
• About $205 million
• In region, Tajikistan
will see cancellation of
$7.83 million, and owe
$13 million afterwards
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Countries with PRGT loans
• The 25 countries are low-income and owe repayments of
IMF loans under the Poverty Reduction and Growth Trust
(PRGT)
• Does not apply to lower-middle income countries that owe
outstanding repayments for PRGT loans, including: th
Countries

Outstanding credit in US $ (June 5 2020)

Armenia, Republic of

$73.3 million

Kyrgyz Republic

$217.5 million

Moldova, Republic of

$182.9 million

Uzbekistan, Republic of

$127.2 million
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Emergency Lending
• Main methods:
– RFI: Rapid Financing Instrument (concessional) &
RCF: Rapid Credit Facility
• One disbursement
• Limited conditionality

– Changing existing loans: Extended Finance Facility
(EFF) or Stand-By Arrangement (SBA)
– Short-term Liquidity Line
• swap lines for approved central banks
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Country

Type of
Emergency
Financing

Amount Approved
in US$

Date of Approval

Albania

RFI

US$ 190.5 million

April 10, 2020

Bosnia and Herzegovina

RFI

US$ 361 million

April 20, 2020

Kosovo

RFI

US$ 56.5 million

April 10, 2020

Moldova, Republic of

RCF
RFI

US$ 78.4 million
US$ 156.7 million

April 17, 2020

North Macedonia, Republic of

RFI

US$ 191.83 million

April 10, 2020

Georgia

Augmented EFF

US$ 375.60 million

May 1, 2020

Armenia, Republic of

Augmented SBA US$ 175 million

May 18, 2020

Kyrgyz Republic

RFI
RCF
RFI
RCF

US$ 80.6 million
US$ 40.3 million
US$ 80.7 million
US$ 40.4 million

March 26, 2020
March 26, 2020
May 8, 2020
May 8, 2020

Tajikistan, Republic of

RCF

US$ 189.50 million

May 6, 2020

Uzbekistan, Republic of

RFI
RCF

US$ 249.30 million
US$ 125.03 million

May 18, 2020
May 18, 2020
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Georgia loan programme
• Augmented post-COVID to accommodate
temporary higher spending in May 2020
• “While the authorities are rightly focused on
dealing with the fallout of the COVID-19
pandemic, efforts should be made to
implement the EFF reform agenda to support
the economic recovery.“
• “Advancing structural reforms would help
sustain medium-term growth potential and
achieve a faster recovery after the pandemic.”
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IMF and World Bank: A shift in
rhetoric on urgent action…
• Urge swift action to protect livelihoods,
expand social protection and public health
• Leading on debt relief issues

…while falling short and planning a
recovery that changes nothing
• IMF failed to issue Special Drawing Rights, an international reserve
asset, after US blocked. Fastest and easiest method to help
developing countries respond.
• IMF already warning about the need for austerity once COVID-19 is
defeated
– No concrete changes to programmes or policy advice

• World Bank not offering cancellation or suspension of repayments
• World Bank will make Development Policy Loans the key tool of
recovery
– Supporting deregulation, reductions in public sector

“Spend as much as you can,
but keep the receipts.”
- Kristalina Georgieva,
Managing Director, IMF

“Countries will need to implement
structural reforms to help shorten the
time to recovery and create confidence
that the recovery can be strong. For
those countries that have excessive
regulations, subsidies, licensing
regimes, trade protection or
litigiousness as obstacles, we will work
with them to foster markets, choice
and faster growth prospects during the
recovery.”
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- David Malpass, President, World Bank

Mutlilateral Development Banks
• European Bank for Reconstruction and
Development (EBRD): Initial package of €1
billion, now €4 billion
– Loans to existing clients, and their affiliates
– Vital Infrastructure Support Programme, new
loans to public sector, especially municipalities
and utilities

• European Investment Bank
– €1.7 billion to Western Balkans, as part of
European Commission €3.3 billion package
– Up to €5.2 billion outside EU, including Eastern
and Southern Neighbourhood Countries but likely
primarily to Sub-Saharan Africa

Labour standards of the
multilateral development banks
• IFC, EBRD, EIB and World Bank have binding
labour standards protecting workers
implementing loan projects

– Workers at private companies
– Workers on public sector projects, such as building
hospitals

• Trade union guide published this year:

– Russian: https://www.ituc-csi.org/IMG/pdf/201912_labour_standards_multilateral_development_ba
nks-ru.pdf
– English: https://www.ituc-csi.org/labour-standardsmultilateral-development-banks
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Vienna Initiative
• Started after global financial crisis to keep
foreign-owned banks in Central, East and
South-East Europe
• EBRD, EIB, IMF, World Bank and European
Commission coordinate dialogue with
governments and private banks
• With EBRD leadership, now reviving to focus
on Western Balkans

What next?: Trade union priorities
• Expanding and extending IMF debt
cancellation to one or two years, including
lower middle-income countries
• Fundamental changes in IMF and World
Bank loan programmes
• Debt relief on repayments to World Bank
and multilateral development banks
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Read the report:
(Russian): The
labour standards of
the multilateral
development banks:
A trade union guide
English version

Read the report:
(English) The IMF’s
renewed supply-side
push: Four decades
of structural
adjustment and
austerity
conditionality

Read the report:
(English) Market
fundamentalism and
the World Bank
Group: from
Structural
Adjustment
Programmes to
Maximizing Finance
for Development
and beyond
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Resources
•

IMF

•

World Bank

•

IFC

•

European Bank for Reconstruction and Development

•

European Investment Bank

– https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker#EUR
– https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19
– https://www.worldbank.org/en/about/what-we-do/brief/world-bank-groupoperational-response-covid-19-coronavirus-projects-list
– https://www.worldbank.org/en/who-we-are/news/coronavirus-covid19
– https://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporat
e_site/news+and+events/covid-19
– https://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporat
e_site/news+and+events/covid-19/covid-19-projects

– https://www.ebrd.com/what-we-do/coronavirus

– https://www.eib.org/en/about/initiatives/covid-19-response/index.htm
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