Civil society position on the Review of Conditionality and
Program Design

List of recommendations:

e Institutionalise mandatory ex-ante and ex-post distributional, gender and
climate impact assessments of program policies and conditionality.
e Reform social spending and set social spending goals, not floors.

e Ensure all IMF lending is consistent and does not undermine the Paris
Agreement goals and other international agreements.

Civil Society Organisations (CSOs) appreciate the continued engagement of IMF staff
and Executive Directors during the process of the review of conditionality and program
design. However, in order for the consultation to be more effective, meaningful and
constructive, CSOs urge the Fund to share outcomes of the assessment of IMF-
supported programs since 2018 conducted by staff. CSOs lack the resources to
thoroughly examine all IMF supported programs since the last Review completed in
2018, such as sharing the post-2018 programs assessment would go a long way in
making the consultations more genuine and effective.

The IMF’s review of conditionality and program design comes at a critical time when
an increasing number of countries are seeking IMF loan programs'. They are
grappling with social, economic and climate crises, marred by elevated levels of
external debt and rising debt servicing levels that have an enormous human cost and
are forcing countries to choose between repaying their creditors and meeting their
human rights obligations and the needs of their people.

The increasing intervention of the IMF has not resulted in higher levels of programme
success. Structural conditionality has proliferated since 2005 but programme success
has dwindled, with the 2018 review referring to a “significant increase in the number
of programs going off track, both quickly and by mid-program.” An increasing number
of countries are in debt distress or high risk of debt distress, and an ever-declining
number graduate from programmes. Traction and ownership are ongoing issues, as
are the Fund’s “ad hoc” consultation processes. On the other hand, the number of
people living in poverty has barely changed since 1990, with around 3.5
billion individuals still facing extreme hardship, while economic elites are getting richer
as inequality deepens.?

' Member Financial Data, IMF, last accessed 26 September 2025.
2 Takers not Makers: The unjust poverty and unearned wealth of colonialism, Oxfam International,
2025.
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The Fund’s 2018 review acknowledged many of these factors are due to major design
flaws but failed to deliver meaningful reform. Among the issues raised were:

1. Growth assumptions were too optimistic, particularly in terms of
underestimation of the impact of policy adjustment and overestimation of
structural reform payoffs

Of 51 IMF programs active in 2024, 40 include budget cuts of 3.3% GDP on average.
Low-income countries are hit hardest, with average cuts of 4.1% GDP. In the middle
of what observers have called “the worst debt crisis ever” for the Global South, 14
countries forced into austerity are classified as being ‘in distress’ or ‘at high risk of
distress’, indicating that much of the rationale for budget cuts is to repay debt.? This
development crisis is only accelerated by climate change, an issue so far ignored by
the Fund'’s policies on program design. Growing inequality is undermining growth and
fuelling instability.

The burden of fiscal consolidation often disproportionally falls on middle and low-
income populations, especially women and other disadvantaged groups, inadequately
compensated by targeted safety nets limited to the poorest of the poor.* The Fund’s
review urgently needs to address this issue and skew the burden of fiscal consolidation
on the wealthiest in society by adopting progressive measures in fiscal policy as a
standard.

2. Limited focus on the quality of social spending, and on social protection
and inequality, more generally

The way that social spending is treated in IMF programmes is self-defeating
considering their intended purpose. A 2023 Oxfam report® examining social spending
floors in IMF loan programs with 17 LMICs in 2020 and 2021 found that the definition
of social spending floors is opaque and inconsistent without providing a clear rationale
and discussion behind the decision on scope or coverage. Furthermore, IMF loan
review documents do not publish sector-specific or functional spending-disaggregated
data that would enable monitoring the progress on social policy objectives.

Crucially, social spending floors are not anchored in Governments’ development
spending ambitions nor in human rights obligations and other internationally agreed
benchmarks for adequate spending on health and education and rarely increase over
the duration of the program. In addition, while some floors include public sector wages,
the majority exclude them and are contradicted by public wage bill containment
conditionalities, which directly impact the provision of vital public services. Finally, their
rate of implementation is below the rate of implementation of targets related to budget

3 Report on IMF programs' climate impact (UCT and RST, Recourse, 2024.
4 Bandage on a Bullet Wound, Human Rights Watch, 2023.
5 IMF Social Spending Floors: A fig leaf for austerity?, Oxfam Policy & Practice, 2023.
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balancing and even when they are implemented, they act as ceilings (maximums)
rather than floors (minimums).

3. Despite repeated promises of more flexible, country-specific approaches,
the IMF continues to impose rigid structural reforms that lack traction and
undermine national sovereignty and ownership.

The ongoing review should aim to reform IMF program design and conditionality to
allow greater flexibility in terms of budget balance targets, therefore allow for greater
ability to correct course. This would enable countries to meet their obligations under
international law, people’s needs and achieve development and climate objectives.

Flexibility will allow countries to address their debt and external positions in a way that
is realistic and socially sustainable, rather than crippling them with rigid
conditionalities. The Fund program design must also be cognizant of the inequality
crises facing countries and support them in addressing them through an appropriate
policy mix/counter cyclical policy measures, as well as measures to acknowledge and
remedy the adverse impacts of IMF programs and conditionality on inequality.

Ownership needs to reflect not just the authorities’ willingness to implement the
reforms under the IMF-supported program, but also the need to ensure wider societal
ownership that is based on a national reform and development program underpinned
by a social and societal dialogue involving a wide spectrum of actors including labour
unions and the civil society.

In terms of “national and international prosperity”, the Fund needs to specify in the
2002 Guidelines on Conditionality that measures which exacerbate inequalities in
income, wealth, and gender can be destructive of national prosperity. In addition, it
should acknowledge that intensifying extractive activities can also be destructive of
national prosperity and mandate that where this is the case, Fund staff will address
trade-offs, recommend alternative measures and mitigate against harms.

The review of conditionality and program design cannot ignore this, and the
Fund must strive to make itself fit for purpose to address the reality facing the
world.

Therefore, Civil Society Organisations have identified three major areas of reform that
the Fund and its Board of Directors should implement in the context of this ongoing
review. These reforms would make sure that IMF programmes are made consistent
with the Paris Agreement and other international agreements® and do not exacerbate
inequalities, or stand in the way of countries’ sovereignty, ownership and national
prosperity.

8 Including, but not limited to the International Covenant on Economic, Social and Cultural Rights, the
2030 development agenda on Sustainable Development Goals (SDGs), the Beijing Platform for
Action on gender equality, international labour rights and standards, and the Paris Agreement on
climate goals.
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1. Institutionalise mandatory ex-ante and ex-post distributional, gender and
climate impact assessments of program policies and conditionality

Despite repeated recommendations from IMF staff policy documents’ and IEO
evaluations® on the need to integrate distributional concerns into program design and
track the evolution of distributional outcomes throughout the course of the program,
distributional concerns are not visible in IMF-supported programmes and associated
loan documents and reviews or are very scant and inadequate.

The IMF needs to move beyond treating distributional analysis as a suggestion and
instead should mandate that ex-ante and ex-post distributional, gender and climate
impact assessments are systematically conducted for proposed program policies and
continue to track the distributional impacts throughout the program life to allow for
corrective measures.

Impact assessments should:

e present a systematic, detailed analysis of the impacts on different income
groups and gender and climate impacts, and if necessary, especially in
countries with extreme regional inequalities, impacts according to regions.

e be published and made available to the public either as a section in the program
document or an annex to it.

e refrain from including policies that are shown to be expected to exacerbate
inequalities in the program

e present alternative policy mixes, as well as remedying measures if these
policies are absolutely necessary.

Program review documents should clearly lay out the distributional consequences of
the program as it is implemented at least once every two reviews and propose
corrective actions to redress any deepening in inequality in a given country.

Clear criteria need to be agreed on what is tracked and how it is measured, in
agreement with governments and in consultations with civil society organisations. This
would enhance national ownership of IMF-supported programs and advance the IMF’s
2002 Guidelines on Conditionality which stipulate that Fund-supported programs
should be “without recourse to measures destructive of national and international
prosperity™.

2. Reform social spending and introduce social spending goals

Despite advances since the publication of the 2019 Social Spending Strategy, there is
still much to improve in the Fund’s engagement on social spending, and there are
important gaps to cover to render this engagement more meaningful and effective.

7 2018 Review of Program Design and Conditionality; Operational Guidance Note On Program
Design and Conditionality, IMF, 2024.

8 Structural Conditionality in IMF-Supported Programs — Evaluation Update, IEO, 2018.

® Guidelines on Conditionality, IMF, 2002.
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Social spending and social policy should:

e be anchored in the program objectives explicitly and clearly, and underpinned
by distributional impact assessments, including disaggregated spending data
by sector and function to reflect how social spending was allocated between
the different areas defined in the floor, such as social protection programmes,
education, and health spending.

e set social spending goals, not social spending floors, supported by
macroeconomic frameworks that enable rapid progress towards the
Sustainable Development Goals, decent work and the formalisation of the
economy, human rights obligations and other internationally agreed levels of
spending on health and education. Furthermore, social spending in IMF-
supported programs should support universal social protection measures that
are proven to reduce inequality and poverty.

e aim to reduce inequality rather than just mitigate harms and be turned into
outcome-based binding conditions mutually agreed with country authorities and
their citizens, with clearer and more transparent systems for monitoring
changes in the composition and levels of social expenditure.

e protect the wages of public sector workers in social sectors, such as social
protection, education, and health as a core part of social spending.

3. Ensure IMF lending is consistent with the Paris Agreement goals and other
international agreements

3.a - The IMF and the Paris Agreement

The IMF’s 2021 Climate Strategy barely mentioned lending, and it was only in 2022
under the Resilience and Sustainability Trust that there were discussions around the
Fund’s lending on climate policy. The decision to have a separate discussion on the
Fund’s lending instruments risks further perpetuating the incoherence between UCT
and RST program design, and rumours about the upcoming Review of Conditionalities
further delaying a serious discussion about how Fund lending undermines countries’
fulfilment of the Paris Agreement goals is extremely concerning.

The Fund’s own Embedded in Nature Climate Note warns that climate and biodiversity
shocks can trigger “non-linear feedback effects and cascading endgames” that directly
endanger financial stability, while the IPCC AR6'° stresses that overshooting 1.5°C
will result in irreversible impacts on ecosystems, human systems, and infrastructure.
However, the Fund is continuously recommending countries to reduce much needed
fiscal space, in many cases even greenwashing these recommendations, and blocking
the structural transformation needed to deliver on the Paris Agreement goals.

0 Accelerating the Transition in the Context of Sustainable Development, IPCC, 2022.
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Research by Recourse'! found that 36 out of 51 programmes recommend energy
subsidy removal or price increases, yet only four assessed inequality impacts.
Equally concerning, in 11 of 21 fossil fuel producer countries, IMF programme
documents endorsed continued extraction to generate foreign exchange, while only
two cases promoted renewables as an alternative. This reflects a dangerous short-
termism: it prioritises debt repayment over long-term stability, leaving members
exposed to stranded assets, fiscal shocks, and deepened dependency on volatile
commodities. The analysis barely found any mentions of green industrial policies.

If IMF programmes are to support resilience and growth, they must be made Paris-
consistent across all lending instruments, not just the Resilience and Sustainability
Trust. This requires:

e developing an institutional view of what Article 2.1c of the Paris Agreement
means for IMF lending in the context of the Paris Agreement principles of
equity, common but differentiated responsibilities in the context of sustainable
development and poverty eradication;

e mandating distributional “do no harm” assessments for fiscal and energy
reforms;

e systematically evaluating transition risks in fossil fuel producers, with debt
restructuring or cancellation considered as alternatives to extraction; and

e developing an institutional view on green industrial policy aligned with just
transition principles so staff can support members in diversification and
renewable investment.

3.b. The IMF and other international agreements

IMF lending all too often undermines sovereignty, democratic decision-making and
ownership for reforms in affected countries. The type of reforms that the IMF imposes
through loan and programme conditionality shrinks policy and fiscal space, affecting
governments’ ability to provide public services, therefore their capacity to fulfil their
human rights obligations towards citizens. Countries’ international obligations include,
but are not limited to, the International Covenant on Economic, Social and Cultural
Rights, the Beijing Platform for Action on gender equality, and international labour
rights and standards. For instance, social protection is enshrined as the right to social
security in the Universal Declaration of Human Rights and in the International
Covenant on Economic, Social, and Cultural Rights, and the same happens with the
right to education and the right to the enjoyment of the highest attainable standard of
physical and mental health. Moreover, the right to an adequate standard of living,
which includes the rights to food and to adequate housing, is also a fundamental
human right recognised in international law.

Yet, IMF conditionalities attached to loan programmes generally include public
spending cuts, social protection reforms (such as pension reforms and privatisation,

" Off track: The long road to mainstreaming climate action into IMF lending, Recourse, 2024.
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and introduction of targeted social protection systems), labour market reforms (namely
deregulation), promoting private sector involvement in management of public services
and infrastructure (mostly through public private partnerships, which the World Bank
also promotes and finances), privatisation of public assets, and consumption taxation
increases, among other measures included in the neoliberal recipe of austerity. The
expressed aim of those measures is to control public deficits and debt, but also to
make sure that creditors will get repaid. However, those conditions come at a cost, in
the form of, as the UN has recognised, "adverse consequences on the enjoyment of
human rights"'2.

The report by Juan Pablo Bohoslavsky, at the time independent expert on the effects
of foreign debt and other related international financial obligations of states on the full
enjoyment of all human rights, particularly economic, social and cultural rights,
concluded that the “international financial institutions may be held responsible for
complicity in the imposition of economic reforms that violate human rights™'3. Among
the rights that could be negatively impacted by the introduction of fiscal consolidation
mentioned in the report are labour rights, the rights to food, housing and social
security. The report also mentions the reduction or elimination of subsidies, such as
gas and fuel subsidies, with potential consequences for livelihoods, and even the
emergence of social unrest.

Moreover, economic policy conditions that affect specific social sectors, like health and
education, can have important consequences on human rights according to the UN
OHCHR™. Large reductions in the public sector workforce can further erode the
coverage and quality of public services. As public services play a critical role in
advancing human rights and reducing income and gender inequalities, this will cause
long-term harm to local populations.

IMF programmes must be made consistent with international human right law by not
imposing economic policy conditionality that restricts the policy space of countries,
particularly when focused on fiscal consolidation and enhancing the role of the private
sector in public services delivery.

To conclude, Civil Society Organisations firmly believe that the Fund should not treat
this review process like any other in the past, and the IMF should step up to the
moment and implement much needed changes to the way it supports countries
through its loan programs that address the longstanding demands of Global South
governments and their peoples on programme design and conditionality.

12 Guiding principles on human rights impact assessments of economic reforms, Human Rights
Council, 2019

13 Effects of foreign debt and other related financial obligations of States on the full enjoyment of all
human rights, particularly economic, social and cultural rights, United Nations General Assembly,
2010

4 Guiding principles on human rights impact assessments of economic reforms, Human Rights
Council, 2019
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Organisations signed-on:

ActionAid International

Stichting Projekta - SURINAME

Bretton Woods Project

Recourse

Oxfam International

Center for Economic and Social Rights (CESR)
The Institute for Social Accountability (TISA)

The Tahrir Institute for Middle East Policy (TIMEP)
Okoa Uchumi Campaign Coalition (Kenya)

Forum for Women in Democracy (FOWODE)
Quest For Growth and Development Foundation
Alternative Law Collective Pakistan

WEDO

Christian Aid

Eurodad (European Network on Debt and Development)
Urgewald

Third World Network (TWN)



