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The IMF and China’s Policies Towards Developing countries: Changing

Lending Dynamics in the International Arena
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Abstract:

The study conducted a comparative analysis of the lending patterns of the
International Monetary Fund (IMF) and China towards developing countries.
This was done by applying comparative approach focusing on three key
indicators: the strategies, policies adopted by each model, and the outcomes of
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applying these policies, to discover whether China can act as a viable alternative
to the IMF or not, especially amid escalating criticisms towards the IMF due to
its conditionalities and negative impacts within developing countries.

Despite China's diverse lending instruments, it cannot be solely relied upon by
developing countries for financing development processes. Concerns have arisen
regarding the debt sustainability, coupled with a lack of transparency concerning
terms, interest rates, and maturity dates. Moreover, a link has been identified
between lending policies and the risks of acquiring natural resources and assets
in debtor countries in case of non-repayment, as exemplified in the case of Sri
Lanka.

The study also revealed that China's competition with other creditors, such as
the IMF, added complexity to the lending landscape in terms of loan conditions.
This competition contributes to the fragmentation of the global financial system,
complicates debt restructuring efforts as was demonstrated in Zambia.

Keywords: IMF, China, Sri Lanka, Indebtedness, Developing countries.
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