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The recent financial crises was the economically most costly since the Great Depression. In its wake, 
a number of countries were forced to request financial assistance from international lenders such 
as the IMF and the EU, as their public finances became unsustainable and financing sources dried 
up. In the past, advanced countries were mostly spared from adjustment programmes with official 
assistance, however by the end of 2013 four of the eighteen euro-area countries were in full 
economic adjustment programmes which was an unprecedented situation.   

How to successfully design and implement adjustment during a crisis episode or in the aftermath 
has provoked a heated debate including in the EU and the euro area, in particular in relation to the 
economic adjustment programmes under the aegis of the EU-ECB-IMF troika. Designing an 
appropriate adjustment strategy requires a thorough understanding of a country's particular 
characteristics and the particular environment a country operates in. Learning some basic facts 
from past crisis episodes and trying to build on past experiences is thereby often the most feasible 
option. In order to identify factors enhancing the probability of a successful exit from an economic 
adjustment programme a systematic benchmark is required against which that success is 
evaluated.  

We identify adjustment needs by a country's decision to approach the IMF for official assistance 
and assess 176 completed or expired IMF General Resource Account (GRA) supported programmes 
extended to a total of 59 countries from 1993 and onwards. We define success of an economic 
adjustment programme as a resumption of growth and a significant debt reduction by constructing 
a binary indicator for success that improves on ones applied in existing literature. Instead of using 
absolute thresholds for all countries regardless of their economic characteristics our definition is 
formulated relative to countries' pre-crisis levels of growth and debt, as they have been a 
sufficiently favourable for the country to finance itself through capital markets. Hence, those 
adjustment programmes are deemed to be successful which recorded both favourable economic 
growth and declining public debt. On that basis, we find an average rate of success of 58.5 percent 
in our sample.  

We then investigate the factors conducive to a successful exit from official assistance episodes by 
means of a panel regression framework. Our results from the econometric analysis suggest that 
hard work, i.e. policy action such as fiscal adjustment and more stringent conditionality, especially in 
the structural area, increases the chances of a success. Another main finding of our analysis is that 
a banking crisis does not necessarily impact the outcome of an adjustment process negatively 
unless it translates into a credit crunch. This implies that decisive financial sector repair plays an 
important role for the probability of a successful exit. We also find that less severe prevailing 
conditions at programme start and supportive external conditions, i.e. a lower initial debt-to-GDP 
ratio, more trade openness, a stronger risk appetite of markets and benign global economic 
developments, further enhance the prospects for a durable and successful exit. 
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We also carry out several sensitivity checks and find that our results are fairly robust. We use 
slightly modified criteria for success, control for cyclical effects on fiscal adjustment, change the 
reference year of programme start, apply gradual cut-offs in terms of income levels to our sample, 
exclude countries from a specific region, yet our main results still hold up. We also define a market-
based indicator for success reflecting the common view of a successful adjustment following a 
financial assistance programme, namely that the country can again fully finance itself from the 
markets. We find that 36 percent (32 percent) of countries did not request a follow-on programme 
within a two (three) year horizon. Using this indicator as the dependent variable, most of the 
estimated coefficients still have the expected signs but their magnitude and significance change 
compared to the debt-growth criterion.  

  
 


