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“Tt seems that there is a double standard on these things: when a Western country lets its currency drop,
the market in effect says Good, that’s over and money flows in. But when a Mexico or Thailand does the
same, the market in effect says Oh my God, they have no credibility and launches a massive speculative
attack. So, the question for Brazil is, do you think that the market will treat you like Britain, or do you
think it will treat you like Mexico? And this is not an experiment that any responsible policy maker
wants to try”. (P. Krugman, 1998).
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The purpose of this paper is to describe the analytical framework
underlying the design of adjustment programs, which is supported by the
International Monetary Fund (IMF). The Fund’s approach to economic
stabilization, generally referred to as “financial programming”, is based on
“monetarist” view of the transmission underlying the adjustment of the
balance of payments to the change in the rate of growth of domestic credit. It
follows from the monetarist nature of the fund’s approach that money and
monetary policy play an important role in determining balance of payments
outcomes. While the paper does not describe in detail the practice of financial
programming, it deals exclusively with general issues of stabilization program
in developing countries. The paper will, it is hoped, serve to dispel the notion
that domestic savings in developing countries need to be reinforced by foreign
savings. Our key point is the proposition that the IMF-Strategy, based on
“growth-with-debt”, is not effective. To achieve an effective growth, the
current account should be more or less balanced or even better in surplus,
irrespective of foreign grants.
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debt, Devaluation of the domestic currency.

* Associate Professor and Expert in GTZ, Frankfurt/Main, Germany.

906



