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4 The Evolution of the 
International Monetary System 

Chapters 4 and 5 discuss the political economy of international 
money and finance. In chapter 2 we discussed the reasons for the evolu-
tion of the international trade system toward institutionalized multi-
lateralism. Similarly, in this chapter we consider how the literature 
in political economy has tried to explain the evolution of the interna-
tional monetary system. As for international trade, the international 
monetary system also became characterized by institutionalized multi-
lateralism by the mid-twentieth century, for a similar combination 
of material and ideational reasons. In contrast to trade, however, multi-
lateralism in international monetary arrangements peaked in the 
1960s and has been in retreat since then. We emphasize the rise of 
private financial markets and associated political changes in explaining 
this trend. 

Although international monetary arrangements in the nineteenth 
century were much less politicized at the domestic level than were those 
for international trade, over the course of the twentieth century this 
became less true. And at the international level, international monetary 
arrangements have always been politically controversial. This has much 
to do with the strong tendencies toward hierarchy in global monetary 
and financial markets and the asymmetric consequences this has for the 
distribution of costs and benefits across countries. The conflict between 
national macroeconomic stabilization policies and international mone-
tary commitments has become more acute with the reemergence of 
open financial markets since the 1970s. We postpone to chapter 5 a 
discussion of the consequences of this conflict. 





http://www.imf.org/external/np/sta/bop/BOPtex.pdf


TA
B

L
E

 4
.1



So

ut
h 

K
or

ea
n 

B
al

an
ce

 o
f 
Pa

ym
en

ts
, 1

99
6 

to
 1

99
9:

1,
 b

y 
Q

ua
rt
er

 (
U

S$
 m

ill
io

ns
)


19
96

 
19

97
	

19
98

 
19

99
 

I 
II

 
II

I
IV

 
I 

II
 

II
I

IV
 

I 
II

 
II

I
IV

 

1.
 C

ur
re

nt
 a

cc
ou

nt
 

−4
,3

58
 
−5

,1
27

 
−7

,2
49

 
−6

,2
72

 
−7

,3
53

 
−2

,7
23

 
−2

,0
53

 
3,

96
2 

10
,9

19
 

11
,1

18
 

9,
82

3 
8,

69
2 

6,
19

3 
A

. G
oo

ds
 a

nd
 s

er
vi

ce
s 

−4
,0

20
 
−4

,4
55

 
−7

,0
07

 
−5

,6
62

 
−6

,8
37

 
−1

,8
79

 
−1

,4
02

 
3,

73
9 

10
,3

39
 

11
,6

25
 

10
,4

10
 

9,
88

1 
6,

65
8 

a.
 G

oo
ds

	
−2

,3
83

 
−3

,1
25

 
−5

,5
26

 
−3

,9
31

 
−5

,4
01

 
−8

06
 

−2
7 

3,
05

6 
9,

71
7 

11
,4

58
 

10
,5

96
 

9,
85

6 
6,

77
9 

E
xp

or
ts

 
31

,9
48

 
32

,9
18

 
30

,1
10

 
34

,9
92

 
31

,0
58

 
35

,9
60

 
34

,8
64

 
36

,7
39

 
32

,6
75

 
34

,4
06

 
31

,4
28

 
33

,6
13

 
31

,4
77

 
Im

po
rt
s 

−3
4,

33
1 
−3

6,
04

3 
−3

5,
63

6 
−3

8,
92

3 
−3

6,
45

9 
−3

6,
76

6 
−3

4,
89

1 
−3

3,
68

3 
−2

2,
95

8 
−2

2,
94

8 
−2

0,
83

2 
−2

3,
75

7 
−2

4,
69

8 
b.

 S
er

vi
ce

s	
−1

,6
37

 
−1

,3
29

 
−1

,4
82

 
−1

,7
31

 
−1

,4
35

 
−1

,0
73

 
−1

,3
74

 
68

3 
62

2 
16

7 
−1

85
 

25
 

−1
21

 
Se

rv
ic

es
 r
ec

ei
pt

s 
5,

48
6 

5,
93

3 
5,

99
0 

6,
00

4 
6,

01
6 

6,
54

7 
6,

69
6 

7,
04

3 
5,

85
6 

6,
00

2 
6,

06
9 

6,
65

3 
5,

94
9 

Se
rv

ic
es

 p
ay

m
en

ts
 

−7
,1

23
 
−7

,2
62

 
−7

,4
72

 
−7

,7
35

 
−7

,4
51

 
−7

,6
20

 
−8

,0
70

 
−6

,3
60

 
−5

,2
34

 
−5

,8
35

 
−6

,2
54

 
−6

,6
28

 
−6

,0
70

 
B

. I
nc

om
e	

−3
62

 
−6

48
 

−2
27

 
−5

79
 

−4
17

 
−7

96
 

−5
66

 
−6

77
 

−7
05

 
−1

,2
66

 
−1

,1
14

 
−1

,9
69

 
−1

,0
19

 
In

co
m

e 
re

ce
ip

ts
 

86
0 

84
3 

95
2 

1,
01

1 
1,

00
2 

91
1 

89
3 

1,
07

2 
99

2 
83

4 
72

5 
72

0 
88

6 
In

co
m

e 
pa

ym
en

ts
 

−1
,2

22
 
−1

,4
91

 
−1

,1
79

 
−1

,5
90

 
−1

,4
19

 
−1

,7
07

 
−1

,4
59

 
−1

,7
49

 
−1

,6
97

 
−2

,1
00

 
−1

,8
39

 
−2

,6
89

 
−1

,9
05

 
C

. C
ur

re
nt

 tr
an

sf
er

s 
24

 
−2

4 
−1

5 
−3

0 
−9

9 
−4

7 
−8

5 
89

9 
1,

28
5 

76
0 

52
7 

78
0 

55
5 

2.
 C

ap
ita

l a
cc

ou
nt

	
−1

27
 

−1
81

 
−1

36
 

−1
53

 
−1

78
 

−1
55

 
−1

45
 

−1
31

 
−5

0 
35

0 
−6

5 
−6

4 
−8

4 
C

ap
ita

la
cc

ou
nt

cr
ed

it 
4 

4
 6

 5
 4

 4
 5

 3
 2

 
43

2
 23

 7
 3

 
C

ap
ita

l a
cc

ou
nt

 d
eb

it 
−1

31
 

−1
85

 
−1

42
 

−1
58

 
−1

82
 

−1
59

 
−1

50
 

−1
34

 
−5

2 
−8

2 
−8

8 
−7

1 
−8

7 
3.

 F
in

an
ci

al
 a

cc
ou

nt
 

5,
37

8 
9,

84
7 

2,
10

3 
6,

59
3 

4,
21

5 
6,

72
8 

76
3 

−2
0,

90
1 

−5
,6

87
 

14
7 

−3
,9

22
 

1,
02

5 
3,

19
1 

A
. D

ir
ec

t i
nv

es
tm

en
t	

−1
,1

81
 

−3
96

 
−5

90
 

−1
78

 
−5

07
 

−2
25

 
−6

61
 

−2
12

 
−3

34
 

34
7 

49
1 

11
4 

61
8 

D
ir
ec

t i
nv

es
tm

en
t a

br
oa

d 
−1

,5
86

 
−1

,0
76

 
−8

46
 

−1
,1

63
 

−1
,1

31
 

−1
,0

16
 

−1
,2

72
 

−1
,0

31
 

−8
39

 
−8

21
 

−1
,6

71
 

−1
,4

68
 

−7
89

 
In

w
ar

d 
di

re
ct

 in
ve

st
m

en
t 

40
5 

68
0 

25
6 

98
5 

62
4 

79
1 

61
1 

81
9 

50
5 

1,
16

8 
2,

16
2 

1,
58

2 
1,

40
7 

B
. P

or
tf
ol

io
 in

ve
st

m
en

t 
2,

13
9 

5,
75

9 
3,

25
2 

4,
03

4 
2,

59
4 

5,
82

9 
5,

44
4 

42
8 

3,
80

6 
56

8 
−3

,8
78

 
−2

,3
74

 
95

2 
a.

 E
qu

ity
 s

ec
ur

iti
es

	
76

0 
2,

45
8 

87
9 

1,
20

4 
53

6 
2,

54
3 

50
5 

−1
,3

80
 

2,
89

0 
−1

7 
−2

24
 

1,
24

8 
2,

80
5 

A
ss

et
s 

−8
0 

−1
70

 
−1

85
 

−2
18

 
−1

50
 

47
 

−2
49

 
31

 
13

6 
−2

 
−2

8 
−6

5 
43

 
L
ia

bi
lit

ie
s 

84
0 

2,
62

8 
1,

06
4 

1,
42

2 
68

6 
2,

49
6 

75
4 

−1
,4

11
 

2,
75

4 
−1

5 
−1

96
 

1,
31

3 
2,

76
2 

b.
 D

eb
t s

ec
ur

iti
es

	
1,

37
9 

3,
30

1 
2,

37
3 

2,
83

0 
2,

05
8 

3,
28

6 
4,

93
9 

1,
80

8 
91

6 
58

5 
−3

,6
54

 
−3

,6
22

 
−1

,8
53

 
A

ss
et

s 
−8

29
 

−6
45

 
−1

,7
26

 
−2

,1
46

 
−1

59
 

−3
25

 
32

9 
2,

48
3 

1,
07

8 
−1

,1
64

 
−5

7 
−1

,4
85

 
−1

70
 

L
ia

bi
lit

ie
s 

2,
20

8 
3,

94
6 

4,
09

9 
4,

97
6 

2,
21

7 
3,

61
1 

4,
61

0 
−6

75
 

−1
62

 
1,

74
9 

−3
,5

97
 

−2
,1

37
 
−1

,6
83

 

So
ur

ce
: I

M
F,

 I
nt

er
na

ti
on

al
 F

in
an

ci
al

 S
ta

ti
st

ic
s,

 F
eb

ru
ar

y 
20

00
. 

I 



TA
B

L
E

 4
.1

 (
co

nt
’d

)

So

ut
h 

K
or

ea
n 

B
al

an
ce

 o
f 
Pa

ym
en

ts
, 1

99
6 

to
 1

99
9:

1,
 b

y 
Q

ua
rt
er

 (
U

S$
 m

ill
io

ns
)


19
96

 
19

97
	

19
98

 
19

99
 

I 
II

 
II

I
IV

 
I 

II
 

II
I

IV
 

I 
II

 
II

I
IV

 

C
. O

th
er

 p
ri
va

te
 in

ve
st

m
en

t 
4,

62
3 

4,
69

7 
−3

33
 

3,
16

2 
2,

23
6 

1,
22

0 
−3

,9
61

 
−2

5,
83

8 
−1

2,
26

5 
−9

02
 

−5
44

 
1,

96
4 

1,
13

0 
a.

 B
an

ks
	

57
0 

1,
47

0 
39

1 
−6

54
 

80
6 

42
2 

−1
,7

34
 
−1

7,
61

5 
−3

,5
17

 
1,

77
5 

46
3 

2,
01

5 
1,

32
9 

A
ss

et
s 

−1
,5

34
 

−6
88

 
−2

,3
73

 
−3

,5
79

 
−4

14
 

−1
,2

42
 

−5
55

 
−6

,1
25

 
−1

39
 

2,
22

0 
2,

69
3 

2,
19

6 
38

2 
L
ia

bi
lit

ie
s 

2,
10

4 
2,

15
8 

2,
76

4 
2,

92
5 

1,
22

0 
1,

66
4 

−1
,1

79
 
−1

1,
49

0 
−3

,3
78

 
−4

45
 

−2
,2

30
 

−1
81

 
94

7 
b.

 O
th

er
 s

ec
to

rs
	

4,
05

3 
3,

22
7 

−7
24

 
3,

81
6 

1,
43

0 
79

8 
−2

,2
27

 
−8

,2
23

 
−8

,7
48

 
−2

,6
77

 
−1

,0
07

 
−5

1 
−1

99
 

A
ss

et
s 

−1
,5

05
 
−1

,4
43

 
−8

52
 

−9
70

 
−9

66
 

−1
,6

09
 

−1
,3

37
 

−1
,0

84
 

−1
,0

30
 

−7
49

 
38

3 
1,

20
2 

93
3 

L
ia

bi
lit

ie
s 

5,
55

8 
4,

67
0 

12
8 

4,
78

6 
2,

39
6 

2,
40

7 
−8

90
 

−7
,1

39
 

−7
,7

18
 

−1
,9

28
 

−1
,3

90
 

−1
,2

53
 
−1

,1
32

 
D

. O
th

er
 p

ub
lic

 in
ve

st
m

en
t 

−2
03

 
−2

13
 

−2
26

 
−4

25
 

−1
08

 
−9

6 
−5

9 
4,

72
1 

3,
10

6 
13

4 
9 

1,
32

1 
49

1 
a.

 M
on

et
ar

y 
au

th
or

iti
es

 
−1

9 
−1

 
−1

0 
0 

−4
1 

−1
 

−3
 

−1
8 

−2
 

−1
 

−6
 

−3
 

−2
 

b.
 G

en
er

al
 g

ov
er

nm
en

t 
−1

84
 

−2
12

 
−2

16
 

−4
25

 
−6

7 
−9

5 
−5

6 
4,

73
9 

3,
10

8 
13

5 
15

 
1,

32
4 

49
3 

4.
 N

et
 e

rr
or

s 
an

d 
om

is
si

on
s 

20
7 

−1
,1

73
 

1,
60

1 
46

2 
6 

14
3 

−1
,1

51
 

−4
,0

06
 

13
5 

−2
,2

26
 

−1
,2

82
 

−2
,9

83
 

−8
90

 
5.

 O
ve

ra
ll 

ba
la

nc
e 

1,
10

0 
3,

36
6 

−3
,6

81
 

63
0 

−3
,3

10
 

3,
99

3 
−2

,5
86

 
−2

1,
07

6 
5,

31
7 

9,
38

9 
4,

55
4 

6,
67

0 
8,

41
0 

6.
 R

es
er

ve
s 

an
d 

re
la

te
d 

ite
m

s 
−1

,1
00

 
−3

,3
66

 
3,

68
1 

−6
30

 
3,

31
0 

−3
,9

93
 

2,
58

6 
21

,0
76

 
−5

,3
17

 
−9

,3
89

 
−4

,5
54

 
−6

,6
70

 
−8

,4
10

 
a.

 R
es

er
ve

 a
ss

et
s 

−1
,1

00
 
−3

,3
66

 
3,

68
1 

−6
30

 
3,

31
0 

−3
,9

93
 

2,
58

6 
9,

97
2 

−9
,3

57
 
−1

1,
26

5 
−5

,5
34

 
−4

,8
12

 
−6

,3
21

 
b.

 U
se

 o
f 
IM

F 
cr

ed
it	

11
,1

04
 

4,
04

0 
1,

87
6 

98
0 

−1
,8

58
 
−2

,0
89

 
an

d 
lo

an
s 

So
ur

ce
: I

M
F,

 I
nt

er
na

ti
on

al
 F

in
an

ci
al

 S
ta

ti
st

ic
s,

 F
eb

ru
ar

y 
20

00
. 

I 


























































































