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IMF to the Rescue in Ukraine?  
  
Douglas A. Rediker says the International Monetary Fund’s approval of $17 billion for Ukraine unlocks other aid, 
but the country faces challenges as it is threatened with possible dismemberment.
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Steve Weisman: The International Monetary Fund is coming to the rescue of Ukraine -- or is it? And will its 
offer of aid be enough? This is Steve Weisman at the Peterson Institute with Douglas Redik-
er, visiting fellow, to talk about what the IMF did today, Thursday, May 1, with reference to 
Ukraine. Doug, first, what was the announcement?

Douglas Rediker: The announcement actually came last night that the executive board of the IMF approved a 
$17 billion package program for Ukraine with an immediate $3.2 billion of disbursement. 
That really means that within the last 24 hours, we’ve seen a big show of support from the 
IMF for the government of Ukraine and they’re putting their money on the table and help-
ing them out in the very short term.

Steve Weisman: Is it going to be enough?

Douglas Rediker: The important thing to know is there’s a fair amount of money, $17 billion is not insignifi-
cant, but it unlocks another $10 to $15 billion of multilateral aid, which is all premised 
on the IMF program being approved. So, having now done that, there’s European money 
through the EIB, the EBRD. There’s World Bank program money. There’s a whole bunch 
of other money that is now available to Ukraine, so it’s a big first step.

Steve Weisman: There was some talk when we were discussing recently the IMF reform package that some 
countries would resist this without the changes in management and governance at the IMF 
that Congress has balked at approving. 

Douglas Rediker: I think that that was drawing a connection between two things that had no logical connec-
tion. I think there was a sense in Washington that you could link a program support for 
Ukraine, a package similar to the one that was just approved to a US initiative and that US 
initiative would be more likely to succeed or not meet resistance from those who might not 
normally support it if the US had made good of its commitment to governance reform at 
the IMF.

When the US Congress declined to do so, it turns out that those two were unconnected simply in that the 
board had strong support for the program, but we don’t know yet if it was unanimous or 
simply almost unanimous. But there seems to have been very little actual resistance at the 
executive board to this program.  So, I think that the US governance issues are pretty irrel-
evant here.

Steve Weisman: Looking at Ukraine, a country that appears to be under the process of dismemberment, 
how is aiding Ukraine going to be complicated by the possibility that this industrial base 
[in the East] is going to be in the hands of these insurgents, dissidents, Russian operatives?
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Douglas Rediker: There are multiple layers of complexity here. When the IMF establishes a program, it 
makes assumptions about the size of an economy, and in making the assumptions of the 
size of the economy, it has to assume the geographic territorial boundaries are what they be-
lieve them to be and that the economic output will be what it is likely to be considering the 
shape and configuration of the country. If that configuration changes, if you actually see the 
actual borders of the country changed or the economic component of the country because 
the West no longer cooperates with the East, which no longer trades with the established 
training partners, all of that potentially throws the program into some disarray.

It’s early because the program document was just released early this morning, and none of us had had the 
chance to read through the entire 126 pages yet. But from what we’ve seen, there’s an exten-
sive discussion of the risks, the risk you identified is front and center on this, and the IMF 
is saying if eastern Ukraine continues to deteriorate, then there may need to be a redesign, 
that’s their word of the program.

What that really means is we’re hoping—we, the IMF -- are hoping that we understand the risks and that 
the major risks don’t actually take place. But if they do, and that’s primarily based on the 
economic and political configuration in the eastern Ukraine, then we may have to go back 
and re-think this. If they do that, then I don’t think that’s going to happen in the next 
three, four, five, six months. I think one thing that’s unique about this program based on 
my experience is instead of quarterly reviews—every three months, the IMF would go and 
check progress and tick boxes and disburse more money if the criteria are met –this one has 
a much more accelerated program.

There are two accelerated reviews on two-month timeframes instead three months right up front. That means 
there would be three reviews in the first six months. Three disbursements. I think that that’s 
intended not only to get cash into the system in Ukraine more quickly, but also to make 
sure the IMF is effectively a constant presence on the ground, monitoring economic and 
political developments to make sure that if a program redesign is needed, they identify it 
earlier rather than later.

Steve Weisman: Is there any way of telling how much of the aid is going to go to places in eastern Ukraine, 
where the funding could be used as leverage to get an agreement from these dissidents?

Douglas Rediker: The money is fungible. Some of it is budgetary support, some of it just to repay outstand-
ing indebtedness to the IMF and to lenders around the world. It’s hard to say that the mon-
ey coming from the IMF is going to this province for this purpose as opposed to the other 
province for something else. You can make the argument that they’re paying policemen and 
teachers, but they’re not paying back Russian outstanding indebtedness through Gazprom 
and Naftogaz or you could just flip it and say they’re doing the other and not the former. 
So, really this is budgetary support where it’s hard to identify where the funds that are com-
ing from the IMF are specifically going.

Steve Weisman: But is the government in Kiev sending any signals of economic punishment to those areas 
that are falling into the wrong hands?

Douglas Rediker: It’s a slippery slope to decide whether punishment is the right response or whether incen-
tives are. It’s the carrot-stick dilemma. I don’t think that you’ve seen at the IMF program 
level a discussion yet with the existing government in Ukraine, those based in Kiev, as to 
whether these funds would be used to either incentivize cooperation from these or punish 
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them. Right now, I think we’re way beyond that. I don’t think there’s an effective means for 
Kiev to exercise any influence in those contested provinces. I think you need to have some 
political stability before you end up figuring out whose going to get what share of these 
IMF funds and the other funds coming in.

Steve Weisman: And that’s not on the horizon any time soon.

Douglas Rediker: I think that there’s a flashpoint that is almost inevitable, which will be around the May 
25th presidential elections. We’ll see how those come out as soon as they take place. We’ll 
see whether there’s a legitimate government elected. Under the existing constitution, which 
is an older constitution, the power resides in the parliament in Ukraine now, not in the 
president. Although the presidential elections will be a major political event, they are not 
crucial to whether the government in Kiev has legitimacy to continue to operate and try 
and stick to the criteria of the conditions that have been set and agreed to with the IMF. 
And I think that’s something that shouldn’t be lost. But I think if Russians potentially seek-
ing to destabilize the region, I’m going to use May 25th as a very big date on the calendar 
to try and achieve some more strategic goals.

Steve Weisman: Thank you, Doug.


