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Abstract: The transformation of the international
system toward multipolarity has significantly
reshaped the governance and functioning of
international financial institutions (IFIs). Rooted in
the Bretton Woods system, the post-war global
financial architecture has historically reflected
Western dominance, often criticized for governance
asymmetries, policy conditionalities, and limited
representation of developing economies. As
economic power diffuses, emerging actors
particularly the BRICS nations have increasingly
questioned the legitimacy and effectiveness of
traditional institutions such as the International
Monetary Fund and the World Bank. This shift has
contributed to the establishment of alternative
institutions, notably the New Development Bank
(NDB) and the Asian Infrastructure Investment Bank
(AIIB), aimed at addressing development financing
gaps and reducing Western institutional bias. The
article examines how multipolarity affects power
redistribution, institutional reform, and global
financial governance. It argues that while BRICS-led
institutions enhance pluralism and policy autonomy
for the Global South, they also raise concerns
regarding coordination, fragmentation, and long-term
systemic coherence in the international financial
order.
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I. A MULTIPOLAR WORLD ORDER
The model of world order has changed
dramatically in the postwar era from
the bipolarity between the US and Soviet Russia that
characterized the Cold War, to a period
of unipolarity after the fall of Soviet Russia in 1989
when the US became the world’s sole superpower,
to multipolarity following the Global Financial Crisis
in 2008. Multipolarity refers to a distribution of
power among multiple states or actors, wherein no
single state or actor possesses absolute dominance or
hegemony. The advent of multipolar global order

precipitated a paradigmatic shift in the global
governance architecture. This structural shift has
profound implications for global governance,
especially for International Financial Institutions
(IFIs) such as the International Monetary Fund
(IMF), World Bank, and regional development banks.
Institutions created in a post—Second World War
context now face challenges of legitimacy,
representation, and effectiveness in a multipolar
world. In his seminal book The End of American
Order, Amitav Acharya proposes about the decline of
US dominated world order and emergence of
multipolar world order. The emergence of
multipolarity has ambiguous implications for the
legitimacy of International financial institutions.
Rising powers' ability to challenge established
powers' agendas can increase the institutions'
legitimacy by reducing power asymmetries between
the North and South.

In a multipolar world, the most significant
challenge facing IFIs is the mismatch between global
economic realities and institutional governance
structures. Although emerging economies like China,
India, and Brazil now account for a substantial share
of global growth, their representation and voting
power within the IMF and World Bank remain
disproportionately low. Scholars such as Robert
Wade argue that this imbalance undermines the
legitimacy of IFIs and fuels dissatisfaction among
rising powers, who increasingly view these
institutions as instruments of Western influence
rather than neutral mechanisms of global economic
governance. The multipolar world demands for fair
and equitable share in Global financial decision-
making system.

The multipolar world strives for a world order where
the voice of developing nations is heard at IFI’s.

II. ASYMMETRIES IN GLOBAL FINANCIAL
INSTITUTIONS

The international financial order established
after the Second World War was shaped by Western
economic and political dominance. Institutions such
as the International Monetary Fund (IMF) and the
World Bank were designed to stabilize the global
economy under US leadership, with governance
structures reflecting Western priorities. However, the
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transition from unipolarity to multipolarity especially
after the 2008 Global Financial Crisis has
fundamentally challenged the relevance, legitimacy,
and effectiveness of Western International Financial
Institutions (IFIs). Scholars increasingly argue that
while these institutions continue to play an important
role, they suffer from deep structural limitations that
are exposed in a multipolar world.

From a historical institutionalist
perspective, Robert Keohane argues that
international institutions tend to outlive the power
configurations that created them. The IMF and World
Bank were constructed to serve a dollar-centric order,
but as economic power diffuses to China, India, and
other emerging economies, these institutions struggle
to accommodate new actors. Another determinant is
that the slow pace of governance reform particularly
voting rights and leadership selection has weakened
the legitimacy of Western IFIs in the eyes of the
Global South.

A central criticism highlighted by one of the
prominent economist Joseph Stiglitz is the
ideological bias of Western IFIs. He argues that IMF
conditionalities reflect a rigid neoliberal framework
emphasizing fiscal austerity, privatization, and
capital liberalization. In a multipolar world, such
policy prescriptions are increasingly resisted, as
developing countries seek policy autonomy and
alternative development models. According to
Economist Ha-Joon Chang the advanced Western
economies themselves historically relied on
protectionism and state intervention, making IFI
advice appear hypocritical and politically motivated.

Beyond governance and ideology, Western
IFIs face systemic limitations rooted in the structure
of the global monetary system. The Triffin
Dilemma, first articulated by Robert Triffin, remains
a key constraint. Since the US dollar serves as the
world’s primary reserve currency, the United States
must supply global liquidity by running persistent
deficits. While this supports international trade and
finance, it simultaneously undermines confidence in
the dollar’s long-term stability. Scholars argue that
Western IFIs, which rely heavily on the dollar-based
system, are vulnerable to this contradiction,
particularly as emerging powers explore alternatives
to dollar dominance.

Exchange-rate issues further complicate the
functioning of Western IFIs in a multipolar context.
The IMF’s role in promoting exchange-rate stability
has been weakened by the prevalence of floating
exchange rates and competitive devaluations. The
global finance has increasingly escaped effective
institutional control, reducing the IMF’s capacity to
discipline powerful economies. In contrast, weaker

states remain subject to IMF surveillance and
adjustment programs, creating an asymmetry that
undermines perceptions of fairness.

The rise of alternative institutions such as
the Asian Infrastructure Investment Bank (AIIB)
and the New Development Bank (NDB) reflects
these limitations. Amitav Acharya describes this
trend as “institutional pluralism,” where new bodies
emerge not to overthrow the existing order but to
compensate for its shortcomings. However, critics
argue that this fragmentation also signals the
declining authority of Western IFIs and the erosion of
the liberal financial order they represent.

In conclusion, authors broadly agree that
Western IF1s are constrained in a multipolar world by
outdated governance structures, ideological rigidity,
and deep systemic problems such as the Triffin
Dilemma and exchange-rate instability. While reform
remains possible, the failure to adequately reflect
shifting power realities risks marginalizing these
institutions. In a multipolar order, Western IFIs are no
longer uncontested pillars of global finance but
increasingly one set of actors among many competing
institutions shaping global economic governance.
The voting powers in these institutions is also very
asymmetrical which makes Cooperation very tough.

III. REALIGNMENT OF

INTERNATIONAL FINANCIAL

INSTITUTIONS.

The 2008 financial crisis dramatically
exposed weaknesses in US leadership of global
finance, the BRICS challenge to the established
international order had been unfolding for years.
There are various major shifts in the global economy
over the past decade significantly shaped this
transformation. To begin with, economic power
shifted as emerging markets and oil-exporting
countries built up substantial financial claims against
the United States and other advanced economies. The
euro has strengthened its role in the international
monetary system, offering an alternative though not
a complete replacement to the US dollar. Finally,
rapid growth, better economic management, and
stronger institutions have enabled emerging
economies to expand their global influence. Together,
these developments weakened US dominance and
encouraged the rise of regional power centres and
flexible groupings such as the BRICS. As a result,
key decisions on global economic reforms can no
longer be determined solely by the United States, its
allies or the G7.

Leading emerging economies now possess a
genuine opportunity to influence the future trajectory

of the international monetazz szstem. Central to this
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development are the BRIC countries Brazil, Russia,
India, and China whose expanding economic and
political roles have become a defining characteristic
of the global economy in the early 21% century.
Supported by sustained economic growth, increasing
financial capabilities, and greater political
confidence, the BRICS nations are actively
contributing to a gradual shift away from a US-
centric monetary order toward a more regionally
diversified system in which developing nations
exercise greater influence.

The group’s New Development Bank
(NDB) and Contingent Reserve Arrangement (CRA)
are created along the lines the World Bank and IMF
respectively as a financial safety net to provides
liquidity support during balance of payment crisis
BRICS members hope that alternative lending
institutions can invigorate South-South cooperation
and reduce dependence on traditional funding
sources. It  would strengthen South-South
Cooperation, with a total fund of $100 billion. These
parallel institutions are the manifestation of evolving
multipolar world order.

The European Union’s integration
experience has inspired similar ambitions elsewhere,
with regions like Latin America, the Gulf, Africa, and
East Asia debating shared currencies and collective
financial arrangements. At the same time, skepticism

about the effectiveness of institutions like the IMF,
especially after their handling of major financial
shocks has encouraged alternatives. Following the
1997 Asian financial crisis, East Asian economies
prioritized financial self-reliance by building large
reserve buffers and strengthening regional monetary
cooperation, for instance the Chiang Mai Initiative.
Another notable developments is the use of digital
currencies in the form of Central bank digital
currencies which is a major diversification from
dollar system.

The international monetary system faces
challenges in this multipolar configuration such as
fragmentation of financial institutions. The financial
power could become an instrument of structural
dominance rather than neutral governance.it may
create ‘Race to the Bottom’ where borrowers choose
institutions with fewer conditions.

Another associated risk is that it can hamper
Global macroeconomic surveillance and increase
global financial voltality.

Multipolarity  has  produced  more
fragmented and plural financial architecture
traditional IFI’s now coexist with regional
development banks, bilateral financial mechanisms
and currency swap arrangements. Neo-liberal policy
prescriptions associated with IMF-led structural
arrangements face increasing resistance.

Mismatch Between Global Economic Weight and IMF Voting Power
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Comparison of global economic weight (GDP, PPP) and IMF voting power.
B Blue = GDP (PPP) share; B Orange = IMF voting power.
Sources: IMF Quota Data; World Bank & IMF GDP-PPP datasets)
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Country / Group Share of Global GDP (PPP, %) IMF Voting Power (%)
United States ~15.0 ~16.5

China ~18.7 ~6.1

India ~7.2 ~2.6

Japan ~3.9 ~6.1

Germany ~3.2 ~5.3

BRICS (Total) ~32.5 ~14.7

G7 (Total) ~30.0 ~41.0

The data show that emerging economies like
China and India are under-represented in IMF voting
relative to their economic weight, while advanced
economies maintain disproportionate influence. This
structural imbalance underscores the need for
governance reform to better reflect the multipolar
global economy.

IV.  CONCLUSION

The international monetary system has
traditionally been slow to change, making any
decline in U.S. dollar dominance a gradual process.
However, the rise of the euro and the growing
economic influence of the BRIC countries have
created conditions for an emerging multipolar
monetary order with credible alternatives to the
dollar. While this shift may increase currency
volatility and encourage movements among major
reserve currencies, it also strengthens calls for a more
coordinated and managed global monetary system
rather than the loosely structured arrangement that
followed the collapse of Bretton Woods. Given the
economic weight of the euro area and the BRICs, the
United States is unlikely to prevent this transition.
Although the adjustment will be prolonged and
challenging, greater international cooperation in
monetary policy, exchange-rate management, and
financial regulation such as the G20’s 2009
Framework for Strong, Sustainable and Balanced
growth offers a constructive path forward.
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