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WHATOS IN IT FOR ME?
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Opening Case: McKinsey & Company: Linking the
Business World, Governments, and Global Institutions
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Opening Case Exercises
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6.1 What Is the International Monetary System?

+MJ=KL >GJE G> L@= HJ=;AC
E=L9D 9F< MKM9DDQ AF 9 :9
:GAF >GJE9L *>L=F J=>=JK L

LEARNING OBJECTIVES

OF<=JKL9F< L@= JGD= 9F< HMJHGK= G> L@= AFL=JFILAGF9D EGF=L9JQ
=K;JA:= L@= HMJHGK= G> L@= ?GD< KL9F<9J< 9F< O@Q AL ;GDD9HK=<
=K;JA:= L@= J=LLGF 2GG<K ?J==E=FL 9F< O@Q AL ;GDD9HK=<
0F<=JKL9F< LG<9Q_K ;MJJ=FL EGF=L9JQ KQKL=E O@A;@ <=N=DGH=<9:
J=LLGF 2GG<K ?J==E=FL ;GDD9HK=

2@Q <G =;,GFGEA=K F==< EGF=Q /@AK ;@9HLnmiboxeyd¥eSKIFAL G> 9;;GMFL
L@9L AK MK=< 9K 9 E=<AME G> =P;@9F?= AF LJ9K9;LAGFK 2AL@GML EGF=Q /
9F< :MKAF=KK=K OGMD< @9N= 9 @9J<=J LAE= G:L9AFAF? HMJ;@9KAF? GJ =P
K=DDAF? O@9L L@=Q F==< O9FL GJ E9C= (GF=Q HIGNA<=K MK OAL@ 9 MFA
9;;=HL=< E=<AME G> =P;@9F?=

=>GJ= L@=;MIJI=FL EGF=L9JQ KQKL=E ;9F := >MDDQ 9HHJ=;A9L=< AL_K @=DH
:9;C 9L @AKLGJIQ 9F< K== @GO EGF=Q 9F< KQKL=EK ?GN=JFAF? L@= MK=G> E
=NGDN=< /@GMKIF<K G> Q=9JK 9?G H=GHD= @9< LG :9JL=J A> L@=Q O9FL=<
KGE=L@AF? /@9L OGJC=< 0=DD A> L@= LOG H=GHD= =9;@ O9FL=< O@9L L@:
N=F LG<9Q :9JL=JAF? =PA®AHKL=J PHGJLAF? $EHGJLAF? 9F<"DG:9D
.GMJ;AE?<AK;MKK=K EG<=JF :9JL=JAF? 9F< ;GMFL=JLJ9<=

#AKLGJQ K@GOK L@9L 9F;A=FL ?QHL 9F< (=KGHGL9EA9[O@A; @ =F;GEH9KK=l
=LO==F L@= MH@J9L=K 9F</A?JAK -AN=JK 9F< AK EG<=JF <9Q $J9I H9JLK G>
.QJA9 KGML@O=KL $J9F 9F< KGML@=9KL /MJIC=Q[:=?9F LG MK= 9 KQKL=E :9K:
@A?@DQ ;GN=L=<;GAFK G> ?GD< 9F< KADN=bUWIlKG CHGARPOKK L@= HMJI=KL
>GJE G> L@= HJ=;AGMK E=L9D #GO=N=J :9JL=JAF? J=E9AF=< L@= EGKL ;GEE!
=P;@9F?= 9F< LJ9<=

"GD< 9F< KADN=J ;GAFK ?J9<M9DDQ =E=J?=< AF L@= MK= G> LJ9<AF? 9DL@GI
HMJ= ?GD< 9F< KADN=J ;GFL=FL AEH9;L=< L@= ;GAFK NO9DM= *FDQ ;GAFK L@9
HMJ= HJ=;AGMK E=L9D 9J= :MDDAGFK 9DD GL@=J ;GAFK 9J= JepniBi<AIc KAE
AFL=J=KLAF? LG FGL= L@9L ?GD< 9F< KADN=J D9KL=< E9FQ ;=FLMJA=K 9K L@:

sMK GFGEA; E=9KMJ= 9F< =N=F AFLG J=D9LAN=DQ J=;=FL @AKLGJQ G> L@= ?GD:-
) @@A;@ O=_DD ;GN=J AF L@= F=PL K=;LAGF !9KL >GJ09J< LOG L@GMK9F< Q=¢
G :9JL=JAF? @9K DGF? :==F J=HD9;=< :Q 9 ;MJJ=F;Q :9K=< KQKL=E N=F KG L@=J

?GD< GJ KADN=J :9JK GJ ;GAFK

LQHA:9DDQ MK=< >GJ EGF=I
=:GFGEA; HMJHGK=K

EXox 7=NGDMLAGFK AF L@= HIKL ;=FLMJQ 9DGF= GF @GO[?DG:9DDQ[L@= EGF-


fwk-168388-ch11#fwk-168388-ch11
fwk-168388-ch11#fwk-168388-ch11
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@9K =NGDN=< >JGE MKAF? ?GD< 9F< KADN=J LG J=HJ=K=FL FOLAGF9D O=9DL
=P;@9F?= LG L@= ;MJJI=FL KQKL=E

Did You Know?

/@IGM?@GML @AKLGJIQ KGE=LQH=K G> EGF=Q @9N= ?9AF=< OA<=KHJ=9<
GMLKA<=G> L@= FILAGFK L@9L AKKM=< L@=E 2@=F=N=J 9 ;GMFLJQ GJ =E
J=?AGF9D GJ ?DG:9D ;GFLJGD G> LJ9<= ALK ;MJJ=F;Q :=;GE=K L@= <GEAF9F
>GJ LJ9<= 9F< ?GN=JFK L@= EGF=L9JQ KQKL=E G> L@9L LAE= $F L@= EA<<I
H=JAG< L@9L J=DA=K GF GF=E9BGJ ;MJJ=F;Q AL_K=9KQ LG >GJ?=LL@9L L
@AKLGJIQ L@=J= @9IN=:==F GL@=J HJIAE9JQ ;MJIJI=F;A=K[9 @AKLGJA;9D ;Q;L
"=F=J9DDQ L@=:=KL ;MJJ=F;Q LG MK= AK L@= EGKL DAIMA< GF= L@= GF=A
FOLAGF OAL@ L@=:A??=KL =;GFGEQ 9K O=DD 9K MKM9DDQ L@= D9J?=KL AE
E9JC=LK -9J=DQ @9K 9 KAF?D=;MJJ=F;Q :==F L@= =P;DMKAN= E=<AME G> O
LJ9<= :ML 9 >=0 @9N=;GE=;DGK= #=J=_K 9 IMA;C DGGC 9L KGE= G> KGE= G
EGKL HGO=J>MD ;MJJ=F;A=K AF @AKLGJQ

X Persian daric. /@= <9JA; O9K 9 ?GD< ;GAF MK=< AF +=JKA9 :=LO==F
9F<

X Roman currency. MJJ=F;A=K KM;@ 9K L@=9MJ=MK ?GD< L@=
<=F9JAMK KADN=J L@=K=KL=JLAMK :JGFR= L@=<MHGF<AMK
9F< L@=9K ;GHH=J O=J= MK=< <MJAF? L@=-GE9F EHAJ=>JGE
9JGMF< LG

X Thaler. JGE9:GML LG L@=L@9D=J 9F< ALK N9JA9LAGFK O=.
MK=< AF MJGH=9K L@= KL9F<9J< 9?9AFKL O@A;@ L@= N9JAGMk
:MJJ=F;A=K ;GMD< := N9DM=<

X Spanish American pesos. JGMF< LG L@==9JDQ FAF=L==FL@
=FLMJQ L@AK ;GFL=EHGJ9JQ G> L@=L@9D=J 09K OA<=DQ MK=:
MJIGH= L@= E=JA;9K 9F< L@=19J 9KL AL :=;9E= L@=>AJKL OGJI
;MJJ=F;Q :Q L@=D9L==A?@L==FL@ ;=FLMJQ

X British pound. /@=HGMF<_K GJA?AFK <9L=9K =9JDQ 9K 9JGMF<

‘ML ALK AF>DM=F;=?J=0 AFL@= K 9K L@=MFG>>A;A9D ?GD«

KL9F<9J< >JGE LG 9JGMF< L@=HGMF<O9K L@=?DG:9D
J=K=JN=;MJJ=F;Q MFLAD L@= ;GDD9HK= G> L@= ?GD< KL9F<9J<

X US dollar. /@= GAF9?= ;L G> =KL9:DAK@=<L@=<GDD9J 9K L@=
:9KAK >GJ 9 EGF=L9JQ 9;;GMFL 9F< AL O=FL AFLG ;AJ;MD9LAGF L(
Q=9JK D9L=J 9K 9 KADN=J ;GAF $LK KLJ=F?L@ 9K 9 ?DG:9D J=K=JI
=PHOF<=< AF L@= K 9F< ;GFLAFM=K LG<9Q

X Euro. *>>A;A9DDQ AF ;AJ;MD9LAGF GF %9FM9JQ L@==MJIG
;GFLAFM=K LG K=JN= 9K ;MJJ=F;Q AF E9FQ MJGH=9F ;GMFLJA=K L
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/@= KQKL=E 9F< JMD=K L@9
?GN=JF L@= MK= G> EGF=Q
9JGMF< L@= OGJID< 9F< :=L(
;GMFLJA=K

/@=HJ=Z2GJD< 29J $ ?DG:9[
EGF=L9JQ KQKL=E L@9L MK
?GD< 9K L@=:9KAK G>
AFL=JF9LAGFAD =;GFGEA;
=P;@9F?=

KQKL=E AF O@A;@ L@=HJ
GF=;MJJ=F;Q NAK T NAK 9F(Q
AK >AP=< 9F< <G=K FGL ;@9

/@=HJA;= G> GF=;MJJ=F;Q A
L=JEK G> 9 K=;GF< ;MJJ=F;Q

(GF=L9JQ .QKL=E

'=L_KL9C=9 DGGC 9L L@= D9KL ;=FLMJQ G> L@= AFL=JF9LAGF9D EGF=L9JQ K
International monetary system J=>=JK LG L@= KQKL=E 9F< JMD=K L@9L ?GN=JF
MK= 9F< =P;@9F?= G> EGF=Q 9JGMF< L@= OGJD< 9F< :=LO==F ;GMFLJA=K 9;(
@9K ALK GOF ;MJJ=F;Q 9K EGF=Q 9F< L@= AFL=JF9LAGF9D EGF=L9JQ KQKL=E
JMD=K >GJ N9DMAF? 9F< =P; @9F?AF? L@=K=;MJJ=F;A=K

OFLAD L@= FAF=L==FL@ ;=FLMJQ L@= E9BGJ ?DG:9D =;GFGEA=K 0=J= J=?AGl
AF MJGH= L@= E=JA;9K @AF9 9F< $F<A9 /@=K= O=J= DGGK=DQ DAFC=< 9F
FG >GJE9D EGF=L9JQ KQKL=E ?GN=JFAF? L@=AJ AFL=J9;LAGFK /@=J=KL G> |
J=NA=OK L@= <AKLAF;L ;@JGFGDG?A;9D H=JAG<K GN=J L@=H9KL Q=9JK D=
<=N=DGHE=FL G> L@= EG<=JF ?DG:9D >AF9F;A9D KQKL=E &==H AF EAF< L@09I
;GFLAFM=K LG =NGDN= 9F< =9;@ ;JAKAK AEH9;LK AL /@=J= AK FGL DAC=DQ LC(
AFL=JFOLAGF9D EGF=L9JQ KQKL=E KAEHDQ GF=L@9L J=>D=;LK L@=;MJJ=FL
HGDALA;9D J=9DALA=K /@AK AK GF= E9AF J=9KGF O@Q MF<=JKL9F<AF? L@=
AK KG ;JALA;9D KL@=<=:9L=9:GML L@= HJGK 9F< ;GFK G> L@= ;MJJ=FL EGF-
;GFLAFM=K KGE= =;GFGEAKLK 9J= L=EHL=< LG 9<NG;9L=9 J=LMJF LG KQKL=E
HOKL MKAF=KK=K F==< LG := EAF<>MD G> L@=K= 9J?ME=FLK 9F< L@= J=KMDI
9K L@=Q OADD := AEH9;L=<:Q F=0 JMD=K J=?MD9LAGFK 9F< KLJM;LMJ=K

PreBWorld War |

K E=FLAGF=< =9JDA=J AF L@AK K=;LAGF 9F;A=FL KG;A=LA=K KL9JL=< MKAF? ’
G> =,GFGEA; =P;@9F?= "J9<M9DDQ EGJ= ;GMFLJA=K 9<GHL=< ?GD< MKM9DD(
G> ;GAFK GJ :MDDAGF 9F< L@AK AFL=JFOLAGF9D EGF=L9JQ KQKL=E :=;9E= CF
gold standard /@AK KQKL=E =E=J?=<?J9<M9DDQ OAL@GML L@= KLIM;LMJ9D
EGJ=J=;=FL KQKL=EK /@= ?GD< KL9F<9J< AF =KK=Ffixed-&tchafge rate

system F exchange rate AK L@= HJA;=G> GF=;MJJ=F;Q AF L=JEK G> 9 K=;GF<
MJJ=F;Q $F L@= ?GD< KL9F<9J< KQKL=E =9;@ ;GMFLJQ K=LK L@=HJA;=G>A
?GD< KH=;A>A;9DDQ LG GF= GMF;= G>?GD< >AP=<=P;@9F?=J9L= KL9:ADAR
GF=;MJJ=F;Q NAK T NAK 9FGL@=J 9F< E9C=K LJ9<= 9F< AFN=KLE=FL =9KA=J

L

y=MJ EG<=JF EGF=L9JQ KQKL=E @9K ALK JGGLK AF L@==9JDQ K /@=<=>=9L
JOHGD=GF AF O@=F 1J9F;= O9K :=9L=F 9L L@= 9LLD= G> 29L=JDGG E9<= JA
L@= KLIGF?=KL FOLAGF AF L@= OGJD< 9 HGKALAGF AL @=D< >GJ 9:GML GF=
L >JA;9 JALAK@ JMD= =PL=F<=<9L GF=LAE=>JGE L@= 9H=G>"GG<#GH=LG

JALAK@ <GEAF9F;= 9F< AF>DM=F;= 9DKG KLJ=L;@=< LG L@= $F<A9F KM:;GFL/
(9D9QKAI9F H=FAFKMD9 MKLJ9DA9 )=0 5=9D9F<[O@A;@ 9LLJ9;L=< JALAK@ K
9F9<9 OF<=J L@=:9FF=J G> L@= JALAK@ ?GN=JFE=FL JALAK@ ;GEH9FA=K 9
n.2B6:9DDQ 9F< O=J= L@= D9J?=KL ;GEH9FA=K AF E9FQ G> L@= ;GDGFA=K ;GFl
L@Fd ;GEE=J;= /@JGM?@GML @AKLGJIQ KLIGF? ;GMFLJA=K 9K E=9KMJ=< E9AF
~°G> EADAL9JQ EA?@L O=J=9:D= LG 9<N9F;= L@= AFL=J=KLK G> ;GEHI9FA=K >J(
\F;GMFLJA=K[9 >9;L L@9IL @9K ;GFLAFM=< LG EG<=JF LAE=K 9K K==F AF L@= 7D
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G> E=JA;9F ;GEH9FA=K "DG:9D >AJEK AF LMJF @9N=9DO9QK H9A< ;DGK= 9LL:
HGDALA;9D EADAL9JQ 9F< =;GFGEA; HGDA;A=K G> L@=AJ 9F< GL@=J ?GN=JF

$F L@=O0FAL=<&AF?<GE L@=HJ=<GEAF9FL ?DG:9D =;GFGEQ L@JGM?@ L
G> ALK ;GDGFA9D =EHAJ= 9<GHL=< L@= ?GD< KL9F<9J< 9F< ;GEEALL=< LG >A
G>L@= JALAK@ HGMF< /@= E9BGJ LI9<AF? ;GMFLJA=K AF;DM<AF? -MKKA9
#MF?9JQ "=JE9FQ !J9F;= 9F< L@= OFAL=<.L9L=K 9DKG >GDDGO=< 9F< >AP=<
G> L@=AJ ;MJJ=F;A=K LG 9F GMF;= G> ?GD<

/@= 0OFAL=< &AF?<GE G>>A;A9DDQ K=L L@= HJA;= G> ALK ;MJJ=F;Q :Q 9?J==AF
9F GMF;= G> ?GD< >GJ L@= HJA;=G> HGMF<K KL=JDAF? L L@9L LAE= L@-=
L9L=K 9?J==< LG :MQ GJ K=DD 9F GMF;= G> ?GD< >GJ I@AK =F9:D=< L@=L
;MJJ=F;A=K LG := >J==DQ =P;@9F?=< AF L=JEK G> 9F GMF;= G> ?GD< $F =KK=F

W GMF;= G> ?GD<

/@==P;@9F?=J9L=:=LO==F L@= 0. <GDD9J 9F< L@= JALAK@ HGMF< O9K L@=
Q

W LGW

The Advantages of the Gold Standard

/@=?GD< KL9F<9J< <J9EI9LA;9DDQ J=<M;=< L@= JAKC AF =P;@9F?= J9L=K :=;9\
=KL9:DAK@=< >AP=< =P;@9F?= J9L=K :=LO==F ;MJJ=F;A=K FQ >DM;LM9LAGFK
J=DI9LAN=DQ KE9DD /@AK E9<= AL =9KA=J >GJ ?DG:9D ;GEH9FA=K LG E9F97?=;
HJIAAF? $FL=JFOLAGF9D LJ9<=?J=0 L@JGM?@GML L@= OGJD< 9DL@GM?@
FGL 9DO9QK AF 9?J==E=FL 9K LG O@=L@=J L@= ?GD< KL9F<9J< O9K 9F =KK=F
L@I9L LI=F<

1@= K=;GF< 9<N9FL9?= AK L@9L ;GMFLJA=K 0=J=>GJ;=< LG G:K=JN= KLJA;L EC
HGDA;A=K /@=Q ;GMD< FGL BMKL HJAFL EGF=Q LG ;GE:9L =;GFGEA; <GOFLMJ
L@=C=Q >=9LMJ=K G> L@= ?GD< KL9F<9J< O9K L@9L 9 ;MJII=F;Q @9< LG 9;LM
J=K=IN==FGM?@ ?GD< LG ;GFN=JL 9DD G> ALK ;MJJ=F;Q :=AF? @=D< :Q 9FQG
|@=J=>GJ= L@= NGDME= G> H9H=J ;MJJ=F;Q ;GMD< FGL =P;==< L@= ?GD< J=K

/@=L@AJ< E9BGJ 9<NIFL9?= O9K L@I9L ?GD< KL9F<9J< OGMD< @=DH 9 ;GMFL
LJ9<= AE:9D9F;= !GJ =P9EHD= A>9 ;GMFLJQ O9K AEHGJLAF? EGJ=L@9F AL Al
;9DD=<tade deficit L@=F MF<=JL@= ?GD< KL9F<9J<L@=;GMFLJQ @9<LGH
2@=F L@= N9DM= G> AEHG LI&‘/@(Z AEHGJLK OAL@ ?GD< /@= ?GN=JFE=FL G> L@= ;GMFLJQ OGMD< @9N= L(
2J=9L=J L@9F L@= N9DM= G 9EGMFL G> H9H=J ;MJJ=F;Q :=;9MK= L@=J=;GMD< FGL := EGJ=;MJJ=F;Q AF ;AJ
=PHGJLK L@9F ALK ?GD< J=K=JN=K 2AL@ D=KK EGF=Q >DG9LAF? 9IGMF< H=GHD= OG
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EGF=Q LG KH=F< L@MK ;9MKAF? 9 <=;J=9K= AF <=E9F< 9F< HJA;=K OGMD< 9D
=N=FLM9DDQ <=;J=9K= K 9 J=KMDL OAL@ ;@=9H=J ?GG<K 9F< K=JNA;=K LG G
;GEHI9FA=K >JGE L@= ;GMFLJQ ;GMD< =PHGJL EGJ= ;@9F?AF? L@= AFL=JF9L/
:9D9F;=?J9<M9DDQ :9;C LG :=AF? AF :9D9F;= IGJ L@=K=L@J== HJAE9JQ J=9KC
9J=KMDL G>L@=  ?DG:9D >AF9F;A9D ;JAK=K KGE= EG<=JF =;GFGEAKLK 9J=
L@=J=LMJF G> L@= ?GD< KL9F<9J< GJ 9 KAEAD9J KQKL=E

Collapse of the Gold Standard

If it was so good, what happer@d??GD< KL9F<9J< =N=FLM9DDQ ;GDD9HK=< >JGE |
AEH9;L G>2GJD<29J$% MJAF? L@=09J FILAGFK GF :GL@ KA<=K @9< LG >AF
@M?= EADAL9JQ =PH=FK=K 9F< <A< KG :Q HIJAFLAF? EGJ= H9H=J ;MJJ=F;Q K1
;MJJ=F;Q AF ;AJ;MDILAGF =P;==<=< =9;@ ;GMFLJQ_K ?GD< J=K=JN=K E9FQ ;GN\
>GJ;=< LG 9:9F<GF L@= ?GD< KL9F<9J< $FL@= K EGKL ;GMFLJA=K AF;DM</
OFAL=< &AF?<GE L@=0FAL=< .L9L=K -MKKA9 9F< IJ9F;= J=LMJF=<LG L@=?G
KL9F<9J< 9L L@= K9E= HJA;= D=N=D <=KHAL=L@= HGDALA;9D AFKL9:ADALQ (
MF=EHDGQE=FL 9F< AF>DI9LAGF L@9L O=J= KHJ=9< L@JGM?@GML MJIGH=

#GO=N=J L@=J=NANID G> L@= ?GD< KL9F<9J< O9K K@GJL DAN=<<M=LG L@
=HJ=KKAGF O@A;@ :=?9F AFL@=D9L= K /@="J=9L =HJ=KKAGF O9K 9 OGJ!
H@=FGE=FGF Q "=JE9FQ J9RAD 9F< L@==;GFGEA=K G> .GML@=9KL KAC
<=HJ=KK=< Q=9JDQ L@==;GFGEA=K G>+GD9F< J?=FLAF9 9F< 9F9<9 O=,
;GFLJ9;LAF? 9F< L@= OFAL=< .L9L=K =;GFGEQ >GDDGO=< AF L@= EA<<D= G>
=,GFGEAKLK @9N= KM??=KL=< L@9L L@= D9J?=J >9;LGJ LQAF? L@=K=;GMFLJ
L@= AFL=JFILAGF9D ?GD< KL9F<9J< O@A;@ L@=Q :=DA=N=HJGDGF?=< L@=
=HJ=KKAGHRe Concise Encyclopedia of EconlimicsJ=9L =HJ=KKAGF ] 9;;=KK=<
%MDQ @LLH OO0 =;GFDA: GJ? DA:J9JQ F; "J=9L =HJ=KKAG® @1ED<
KL9F<9J< DAEAL=< L@=>D=PA:ADALQ G> L@= EGF=L9JQ HGDA;Q G> =9;@ ;GV
‘9FCK :Q DAEALAF? L@=AJ 9:ADALQ LG =PH9F< L@= EGF=Q KMHHDQ 0F<=J L(
KL9F<9J< ;GMFLJA=K ;GMD< FGL =PH9F< L@=AJ EGF=Q KMHHDQ :=QGF< O@9
:Q L@=?GD< J=K=JN=K @=D< AF L@=AJ NOMDLK

/GG EM;@ EGF=Q @9< :==F ;J=9L=< <MJAF? 2GJD< 29J $ LG 9DDGO 9 J=LMJF LC
KL9F<9J< OAL@GML =AL@=J D9J?= ;MJIJ=F;Q <=N9DMILAGFK GJ HJA;= <=>D9L,
L@= 0. ?GD< KLG;C @9< <GM:D=<LG 9:GML H=J;=FL G>L@= OGJD<_K EGF=L!
/@=J= KAEHDQ O9K FGL =FGM?@ EGF=L9JQ ?GD< AF L@= J=KL G> L@= OGJD<
;GMFLJA=K_ ;MJJ=F;A=K 9L L@= =PAKLAF? =P;@9F?= J9L=K

Q L@= OFAL=< &AF?<GE @9< LG G>>A;A9DDQ 9:9F<GF ALK ;GEEALE=FL LG
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India United Kingdom
Indonesia United States
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TodayOs Exchange Rate System
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Spotlight on Dollarizing and Dedollarizing in Latin
America
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KM;;=KK @9K :==F ;D=9JDQ =NA<=FL $F :GL@ ;M9<GJ 9F< +=JM <GDD9JARAI
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HGHMDOLAGF AF LG H=J;=FL AF K9 J=KMDL <GDD9JAR9LAGF @9K :=
HGHMD9J OAL@ HGDDK K@GOAF? L@9L EGJ=L@9F L@J== IM9JL=JK G> ;M
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Latin Business Chroni&®FM9JQ 9;;=KK=<1=:JM9JQ
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=<GDD9JARILAGF G;;MJK O@=F 9 ;GMFLJQ J=<M;=K ALK J=DA9F;= GF <GDD¢
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=<GDD9JARAF? AK KLADD 9 J=D9LAN=DQ J=;=FL H@Q=FGE=FGF 9F< =;GFGE~
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9K GF=EGJ=LGGD LG0O9J< @INAF? ?J=9L=J ;GFLJGD GN=J L@=AJ =;GFGEA-=

KEY TAKEAWAYS
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;GMFLJA=K LG ;GGH=J9L= GF ;GGJ<AF9OLAF? HGDA;Q 9F< FONA?9LAF? L=
=;GFGEA,; ;JAK=K

X 2@AD=FG F=0 >GJE9D KQKL=E @9K J=HD9;=< J=LLGF 2GG<K KGE= G>
C=Q =D=E=FLK @9N==F<MJ=< AF;DM<AF? 9 EG<A>A=< E9F9?=< >DG9L (
>GJ=A?F =P;@9F?= L@= $FL=JFILAGF9D (GF=L9JQ MF< $(! 9F<L@=
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6.2 What Is the Role of the IMF and the World Bank?

LEARNING OBJECTIVES

OF<=JKL9F< L@= @AKLGJIQ 9F< HMIHGK= G> L@= $(!

=K;JA:=L@= $(! K ;MII=FL JGD=9F< E9BGJ ;@9DD=F?=K 9F< GHHGJLMF
OF<=JKL9F< L@= @AKLGJIQ 9F< HMJHGK= G> L@= 2GJD< 9FC

=K;JA:= L@= 2GJD< 9FC_K ;MJJ=FL JGD= 9F< E9BGJ ;@9DD=F?=K 9F<
GHHGJLMFALA=K
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9?9AFKL GF=9FGL@=J >GJ =PHGJL E9JC=LK 9F< ;MJL9AD MK97?= G> >GJ=A?F =
L@=AJ ;ALAR=FK DD L@=K=>9;LGJK D=< LG <=;DAFAF? OGJD< LJ9<= @A?@ N
9F< HDMEE=LAF? DANAF? KL9F<9J<K AF E9FQ ;GMFLJA=K $F L@= J=LLGF:
?J==E=FL =KL9:DAK@=< 9 F=0 AFL=JFOLAGF9D EGF=L9JQ KQKL=E /@=;J=9LA
$FL=JFILAGFID (GF=L9JQ IMF< $(! 9F< L@= 2GJD< 9FC O=J=LOG G> ALK EGK
=F<MJAF? D=?9;A=K

/@=2GJID< 9FC 9F<L@=$(' G>L=F ;9DD=<L@= J=LLGF 2GG<K $FKLALMLAGFk
AFL=J?GN=JFE=FL9D HADD9JK KMHHGJLAF? L@= KLIM;LMJ= G> L@= OGJD<_K
>AF9F;A9D GJ<=J GL@ @9N=L9C=F GF =PHI9F<AF? JGD=K 9F< L@=J= @9N= :-
;9DDK >GJ 9<<ALAGF9D =PHI9FKAGF G> L@=AJ J=KHGFKA:ADALA=K H9JLA;MD!
;GFLAFMAF? 9:K=F;= G> 9 KAF?D= ?DG:9D EGF=L9JQ 9?J==E=FL /@=LOG AFKL
E9Q K==E LG @9N=;GF>MKAF? GJ GN=JD9HHAF? >MF;LAGFK #GO=N=J O@AL
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Similarities Between the IMF and World Bank

v/ Owned and directed by the governments of
member nations

v/ Almost every country on earth is a member of
both institutions

v/ Both concern themselves with economic issues

v/ Both focus on broadening and strengthening the
economies of their member nations

v/ Hold joint annual meetings
v/ Headquartered in Washington DC, USA

Vv Share joint task forces, sessions and research efforts

\ =KHAL= L@=K=9F< GL@=J KAEAD9JALA=K @GO=N=J L@= 9FC9F<L@=3(!J
<AKLAF;L /@=>MF<9E=FL9D <A>>=J=F;= AK L@QAK L@= 9HEvAKpdARIJADQ 9
AFKLALMLAGF L@= &¢opkrativAFKLALMLAGF L@9L K==CK LG E9AFL9AF 9F GJ<:
KQKL=E G> H9QE=FLK 9F< J=;=AHLK :=LO==F FOLAGFK 9;@ @9K 9 <A>>=J=FL |
<AKLAF;L KLIM;LMJ= J=;=AN=K ALK >MF<AF? >JGE <A>>=J=FL KGMJ;=K 9KKAK
:9L=?GJA=K G> E=E:=JK 9F< KLJAN=K LG 9;@A=N= <AKLAF;L ?G9DK L@JGM?@
H=;MDA9J LG AL8NA ] JAK;GDD V@= $(! 9F< L@=2GJD< 9FC #GO G /@=Q
A>>=] | $FL=JFILAGF9ID (GF=L9JQ !MF< D9KL MH<9L=< M?MKL 9::=KK=< I=:.
@LLH OO0 AE> GJ? =PL=JF9D HM:K >L =PJH <A>>=] <ABH@I9RAK
9<<=< /@AK K=;LAGF =PHDGJ=K :GL@ G> L@=K= AFKLALMLAGFK 9F< @GO L@
AF L@=9DEGKL K=N=FLQ Q=9JK KAF;= L@=AJ ;J=9LAGF
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International Monetary Fund
History and Purpose

Figure 6.1IMF Headquarters in Washington, DC

Source: International Monetary Fund, 2011.
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L@= 9<<ALAGF G>-MKKA9 -MKKA9 O9K 9DKG HD9;=< GF L@= $(!_K =P=;MLAN=
1G<9Q ;GMFLJA=K 9J= E=E:=JK G>L@=$(! LO=FLQ >GMJ G> L@GK=;GMFLJA
?JGMHK G> ;GMFLJA=K 9J= J=HJ=K=FL=< GF L@= =P=;MLAN= :G9J<
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$F 9;;GJ<9F;= OAL@ L@= 9:GN= LG K@GJL=F L@= <MJILAGF 9F< D=
<=2J== G> <AK=IMADA:JAME AF L@= AFL=JFOLAGFID :9D9F;=K G> H!
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;GFN=JL L@GK=<GDD9JK LG ?GD< /@= OGJD< O9K KLADD MKAF? L@= J=LLGI
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The World Bank and the World Bank Group
History and Purpose

Figure 6.2World Bank Headquarters in Washington, DC
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6.3 Understanding How International Monetary Policy, the IMF, and the
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Working in the International Development Arena with a Business
Background
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6.4 Tips in Your Entrepreneurial Walkabout Toolkit

Are You Interested in Jobs in the Development Arena?
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6.5 End-of-Chapter Questions and Exercises
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Ethical Dilemmas
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