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Technical Assistance
and Training

Designing and implementing economic policy
require know-how and effective government

institutions. Many developing countries need help to
build up expertise in economic management and
advice about what policies, reforms, and institutional
arrangements are appropriate and have worked well
elsewhere. The IMF provides such technical advice
and training to officials in member countries. Poor
countries receive this assistance free of charge.

Through staff missions sent from headquarters, the
provision of specialists on a short-term basis, resident
advisors, and training on the job or at the Fund’s
headquarters or its regional training institutes, the
IMF offers assistance in the core areas of its expertise.
These include macroeconomic policy formulation
and management; monetary policy; central banking;
financial systems; foreign exchange markets and pol-
icy; public finances and fiscal management; and
macroeconomic, external, fiscal, and financial
statistics.

Since the early 1990s, as the IMF’s membership has
expanded and a growing number of countries have
made the transition to a market-oriented economy,
the Fund’s technical assistance has increased rapidly.
More recently, the IMF’s efforts to strengthen the
global financial architecture so as to reduce the risk
of crises and improve the management and resolution
of those that do occur have generated new demands
for technical assistance from countries seeking to
adopt international standards and codes for financial,
fiscal, and statistical management. The Fund’s work
on offshore financial centers, and the fight against
money laundering and the financing of terrorism,
have also been associated with new requests for tech-
nical assistance. In addition, the IMF has mounted
significant efforts in recent years, in coordination with
other bilateral and multilateral technical assistance
providers, to give prompt policy advice and opera-

tional assistance to countries emerging from conflict.
At the same time, there is a continuing demand from
Heavily Indebted Poor Countries (HIPCs) for help
with debt sustainability analyses and management of
debt-reduction programs, and from low-income coun-
tries for help with the design and implementation of
programs to enhance growth and reduce poverty.

The IMF is keen to make its technical assistance as
effective as possible, particularly by integrating it
more closely with its surveillance activities and its
financial support for policy programs. To this end, it
is reinforcing coordination and collaboration with
other technical assistance providers, especially the
World Bank (see Appendix IV); improving the way
technical assistance is delivered, in particular by
establishing regional technical assistance centers (Box
5.1); strengthening the monitoring and evaluation of
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Box 5.1 Regional Delivery of Technical Assistance in Africa

As part of the IMF’s Africa Capacity-Building Initiative—which aims
to increase the volume, range, and coordination of technical assis-
tance from various multilateral and bilateral providers—the IMF
opened two Africa Regional Technical Assistance Centers
(AFRITACs) in 2002–03. AFRITAC East, based in Dar es Salaam,
Tanzania, serves Eritrea, Ethiopia, Kenya, Rwanda, Tanzania, and
Uganda. AFRITAC West, based in Bamako, Mali, serves Benin,
Burkina Faso, Côte d’Ivoire, Guinea, Guinea-Bissau, Mali, Maurita-
nia, Niger, Senegal, and Togo.

The AFRITACs aim to strengthen the capacity of African countries
to design and implement their poverty reduction strategies, in
particular by improving the coordination of technical assistance
in the Poverty Reduction Strategy Paper (PRSP) process.

The IMF has made use of this regional approach in delivering
technical assistance to its member countries since 1993, when
it opened the Pacific Financial Technical Assistance Center



its technical assistance program; and disseminating infor-
mation on the program more widely.

In light of the growing demand and competing needs for
technical assistance, the IMF must prioritize its technical
assistance resources effectively. The Fund introduced a set of
prioritization filters and guidelines in 2001 to enable its
functional departments to align resources with recipient-
country needs more systematically, consistent with the
IMF’s core areas of competence, main program areas, and
key policy initiatives. (See Box 5.2.)

External Financing

The IMF finances its technical assistance mainly from its
own resources, but external financing provides an impor-
tant complement. External financing is provided in the
form of grant contributions, mainly under the IMF’s
Framework Administered Account for Technical Assistance
Activities but also through cost-sharing arrangements
under United Nations Development Program (UNDP)
projects and, in a small number of cases, direct reim-
bursement arrangements. There were 15 subaccounts under the umbrella Framework Administered Account

in FY2004, including three multidonor subaccounts to
support the Pacific Financial Technical Assistance Center
(PFTAC), the Africa Regional Technical Assistance
Centers (AFRITACs), and technical assistance to Iraq
(see the “Other Administered Accounts” section of the
Financial Statements for additional information). Box 5.3
describes the new subaccounts set up in the past financial
year.

In FY2004, external financing accounted for 29 percent of
total assistance delivered by the IMF. Japan remained the
largest single donor, providing some 60 percent of all exter-
nal finance for technical assistance. Other bilateral donors
were Australia, Austria, Brazil, Canada, China, Denmark,
Finland, France, Germany, India, Ireland, Italy, Luxem-
bourg, the Netherlands, New Zealand, Norway, Portugal,
Russia, Singapore, Sweden, Switzerland, the United King-
dom, and the United States. Multilateral donors were the
African Development Bank, the Arab Monetary Fund, the
Asian Development Bank, the European Commission,
the Inter-American Development Bank, the United Nations,
the UNDP, and the World Bank.
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Box 5.2 A Framework for Selecting Projects

The IMF’s Executive Board in FY2001 put in place a formal frame-
work to allocate resources for technical assistance more effectively
and better align technical assistance with policy priorities. Under this
framework, IMF technical assistance is divided into five “main pro-
gram areas”: crisis prevention, poverty reduction, crisis resolution
and management, post-conflict/post-isolation cases, and regional/
multilateral arrangements. These program areas are complemented
by three categories of “filters,” as follows:

■ Target filters: the technical assistance must fall within the IMF’s
core areas of specialization, support a limited number of key
program areas, or buttress policy priorities.

■ Effectiveness filters: the technical assistance must be deemed
to have a substantial impact and be effectively supported and
implemented by the recipient country. It also should be sustain-
able in terms of financing and lasting in its effect.

■ Partnership filters: technical assistance requests have preference
when delivered regionally, benefit several recipients, draw on mul-
tiple financial sources, or complement third-party assistance.

(PFTAC) in Fiji. All of these regional centers are guided by steering com-
mittees with representatives from participating countries and supporting
donor agencies, as well as observers from regional institutions involved in
capacity building. Each country appoints a representative and an alter-
nate to the committee. The committees hold semiannual meetings. Cen-
ter coordinators, who are IMF staff members, have responsibility for the
day-to-day management of the centers and their work programs.

At each center, a small number of resident advisors deliver technical assis-
tance and training throughout the subregion; they are typically supported
by short-term specialists. The benefits of this regional approach include
flexibility to respond rapidly as needs emerge; the ability to make frequent
follow-up visits, which keep up the momentum of reforms and solidify
relationships; and continued access to high-quality technical expertise
that might otherwise be difficult for resource-constrained countries to
obtain. In addition, the format and role of the regional centers enable
them to help shape and advance regional policy initiatives and strengthen
cooperation.



IMF technical assistance is coordinated and supervised by
the Office of Technical Assistance Management in the Office
of the Managing Director. A more complete description of
the goals, scope, and operational methods of the IMF’s
technical assistance is available in a number of documents,
including the Policy Statement on IMF Technical Assistance,
available on the IMF’s website.

Technical Assistance Delivery in FY2004

One way the IMF measures its technical assistance is by
tracking the time spent helping countries. In FY2004 the
IMF provided the equivalent of 367 person-years of techni-
cal assistance. This was 3 percent higher than in FY2003 and
over 100 person-years higher than a decade earlier (263
person-years in FY1994).

Reflecting new needs within program areas, technical assis-
tance in FY2004 increased for policy reform and capacity
building. Assistance for countries trying to meet interna-
tional standards and codes and to promote financial sector
improvements also rose. Technical assistance for the Heavily
Indebted Poor Countries (HIPC) Initiative declined, reflect-
ing the maturing of the program (see Table 5.1).

Of all the regions, sub-Saharan Africa continued to receive
the largest, and an increasing, share of IMF technical assis-
tance. Technical assistance also increased, and has remained
high, in the Asia-Pacific region, in part because of the assis-
tance provided to post-conflict countries such as Cambodia
and Timor-Leste, and support for reforms in China,
Indonesia, and Mongolia. Some of the technical assistance

provided to central and eastern Europe supported those
countries’ preparations for EU membership on May 1, 2004.
Technical assistance to other geographical regions, as well as
for interregional projects, remained broadly the same as
over the past three years (see Table 5.2 and Figure 5.1).

The IMF’s Monetary and Financial Systems Department
remained the Fund’s largest technical assistance provider,
delivering 122 person-years of assistance, reflecting the
IMF’s financial sector initiatives. The Fiscal Affairs Depart-
ment, the IMF’s second-largest technical assistance
provider, increased its delivery to some 96 person-years.
The Statistics and Legal Departments both stepped up
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Box 5.3 New Technical Assistance Subaccounts

The China Technical Assistance Subaccount was established in May
2003 as a special arrangement to co-finance the East AFRITAC. A
contribution of $200,000 was received.

The Technical Assistance Subaccount for Iraq was established in July
2003 to enhance Iraq’s capacity to formulate and implement poli-
cies in the macroeconomic, fiscal, monetary, financial, and related
statistical fields, including training programs and activities that
strengthen the legal and administrative framework in these core
areas. The United Kingdom, Canada, Australia, Italy, and India have
pledged a total contribution of $7.6 million. (For more about Fund
relations with Iraq, see Section 1.)

The Canada Technical Assistance Subaccount was established in
January 2004 to promote voluntary compliance among taxpayers,
increase the efficiency of tax administration, and restore taxpayers’
confidence in the fairness and integrity of tax administration in
Indonesia. The Canadian International Development Agency (CIDA)
has pledged a contribution of $2.3 million toward the Indonesia Tax
Administration Reform project.

Table 5.1 Technical Assistance Program Areas, FY2002–04
(Field delivery in person-years)1

FY2002 FY2003 FY2004

Main program areas
Crisis prevention 32.0 34.9 34.8
Poverty reduction 69.3 60.8 57.0
Crisis resolution and management 28.9 26.3 25.2
Post-conflict/isolation 23.2 30.4 27.2
Regional 34.9 41.2 57.0

Total 188.2 193.6 201.1

Key policy initiatives and concerns
Assistance on standards and codes,

excluding FSAP 13.6 18.1 21.7
FSAP-related 3.4 6.0 9.9
HIPC-associated 21.4 16.8 11.5
Offshore financial centers and AML/CFT 5.1 10.4 8.6
Policy reform/capacity building 144.7 142.3 147.4
Other — — 1.9

Total 188.2 193.6 201.1

Source: IMF, Office of Technical Assistance Management.
Note: FSAP = Financial Sector Assessment Program, HIPC = Heavily Indebted Poor Countries
Initiative, AML/CFT = Anti-Money-Laundering and Combating the Financing of Terrorism.
1Excludes headquarters-based activities related to technical assistance. An effective person-
year of technical assistance is 260 days.

(As a percent of total regional delivery, in effective person-years)

Asia and Pacific 
24%

Multiregional 
12%

Europe 
12%

Africa 
29%

Middle East and
Central Asia 

14%

Western Hemisphere 
9%

Figure 5.1 Technical Assistance by Region, FY2004



technical assistance. The increase by
the Legal Department was mainly a
result of its involvement in activities
to combat money laundering and
the financing of terrorism (see Fig-
ure 5.2 and Table 5.3).

Evaluation of Technical
Assistance

In April 2003, the IMF launched a
formal evaluation program to gauge
the effectiveness and impact of its
technical assistance. The first three
evaluations were provided to the
Fund’s Executive Board in March
2004.

The objectives of the evaluation pro-
gram include (1) improving the
accountability and transparency of
Fund technical assistance; (2) increas-
ing the frequency and coverage of
technical assistance evaluations;
(3) generating and disseminating
lessons learned to make Fund techni-
cal assistance more effective; and
(4) integrating technical assistance
with the Fund’s surveillance and pro-
gram work. Evaluation findings are
expected to inform responses to
future technical assistance require-
ments and to make collaboration
with other technical assistance
providers and initiatives more effec-
tive. As the number of evaluations
grows, generating lessons of wider

relevance, the findings will also inform the Executive Board’s
periodic reviews of the Fund’s technical assistance policy
and practices.

The intention is to provide the Executive Board with three
or four evaluations a year, internal as well as external, cover-
ing a mix of topics.

In selecting the initial set of topics, four areas of particular
policy relevance were given prominence: (1) the link
between technical assistance and the Fund’s surveillance
and policy work; (2) technical assistance delivered by
regional centers such as the East and West AFRITACs;
(3) the role of Fund technical assistance in the heavily
indebted poor countries (HIPCs) and in low-income coun-
tries eligible for support from the Fund’s Poverty Reduc-
tion and Growth Facility; and (4) technical assistance
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Table 5.2 Technical Assistance Sources and Delivery, FY2000–04
(In effective person-years)1

FY2000 FY2001 FY2002 FY2003 FY2004

IMF technical assistance budget 251.7 265.5 268.8 262.2 262.1
Staff 158.5 171.8 172.2 174.1 186.1
Headquarters-based consultants 16.4 22.7 23.2 20.1 20.6
Field experts 76.9 71.0 73.4 68.0 55.4

External technical assistance resources 85.5 77.7 77.8 93.5 105.3
United Nations Development Program 8.7 8.4 9.6 9.6 8.1
Japan 68.0 59.5 56.2 61.9 61.6
Other cofinanciers 8.8 9.8 12.0 22.0 35.6

Total technical assistance resources 337.2 343.3 346.6 355.7 367.4

Technical assistance regional delivery2 282.2 275.8 280.0 286.5 291.1
Africa 69.8 68.2 71.9 72.1 83.8
Asia and Pacific 44.4 57.0 63.1 67.5 69.0
Europe I 24.1 30.2 30.3 27.7 —
Europe II 40.4 40.8 32.6 25.1 —
Europe — — — — 35.5
Middle East 27.5 27.8 22.4 26.5 —
Middle East and Central Asia — — — — 40.1
Western Hemisphere 28.2 23.7 28.0 32.6 26.6
Regional and interregional 47.9 28.0 31.7 35.1 36.0

Technical assistance nonregional delivery3 55.1 67.5 66.6 69.2 76.4

Total technical assistance delivery 337.2 343.3 346.6 355.7 367.4

Technical assistance delivery by Fund department
Monetary and Financial Systems Department 112.2 101.2 115.5 120.0 122.0
Fiscal Affairs Department 101.4 111.9 97.5 94.3 95.6
Statistics Department 49.1 48.2 49.2 55.7 59.0
IMF Institute4 54.6 54.4 56.0 55.4 53.6
Legal Department 8.6 15.4 15.5 19.6 23.9
Other departments5 11.3 12.2 12.9 10.7 13.3

Total technical assistance delivery 337.2 343.3 346.6 355.7 367.4

Source: IMF, Office of Technical Assistance Management.
1An effective person-year of technical assistance is 260 days. New definition used since 2001; data adjusted retroactively.
2In FY2004 the former European II Department was dissolved, and its countries were absorbed by the new European Department
and the Middle East and Central Asia Department.

3Indirect technical assistance, including technical assistance policy, management, evaluation, and other related activities.
4The decline in technical assistance delivered by the IMF Institute in FY2003–04, as measured in this table, reflects changes in
financial arrangements related to the administration of IMF regional training institutes and not a decline in the delivery of train-
ing. As indicated in Table 5.5, training delivered by the IMF Institute rose over this period.

5Includes the Fund’s Policy Development and Review Department, the Technology and General Services Department, and the
Office of Technical Assistance Management.

(As a percent of total resources, in effective person-years)
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IMF Institute 
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Figure 5.2 Technical Assistance by Department, FY2004



activities designed to respond to new initiatives and calls
for international assistance.

Two of the first three evaluations, initiated in FY2003 and
completed in FY2004, were assessments of technical assis-
tance delivered by the Fund’s Fiscal Affairs Department in
the area of public expenditure management in selected
countries in sub-Saharan Africa. They were carried out by
IMF staff and external consultants. The third, a mid-term
review of the Caribbean Regional Technical Assistance
Center (CARTAC), was carried out by an external team.
(The report on the evaluations is available at www.imf.org/
external/np/ta/2004/eng/030104.htm.) Ten additional evalu-

ations are planned for FY2005–07
(see Table 5.4).

The IMF’s Independent Evaluation
Office (IEO) is also conducting an
assessment of the Fund’s technical
assistance activities during 2000–03.
The IEO’s report is expected to be
completed during FY2005.

Board Review of Technical
Assistance

In March 2004, the IMF Executive
Board reviewed the Fund’s technical
assistance since the previous review,
conducted in July 2002. The Board

examined, in particular, the Fund’s experience in low-
income countries, as well as with using a regional approach
to technical assistance and training. In addition, the Board
considered the growing importance of external financing of
technical assistance, the ongoing efforts to strengthen tech-
nical assistance information and resource management,
proposals to broaden external dissemination of technical
assistance reports, and technical assistance project monitor-
ing and related resource use.

Directors generally considered that technical assistance had
made considerable strides toward acquiring a strategic focus
and enhancing its impact and effectiveness in the past two
years. However, given the critical role of technical assistance
across a range of policy areas—and the continued strong
demand for it by IMF members—Directors emphasized
that the main challenges continued to be to ensure that
technical assistance was well focused and effective and that
appropriate priorities were being set. A number of Directors
were of the view that, given the significant excess demand
for IMF technical assistance, consideration should also be
given to allocating more resources for it. Directors under-
scored the essential contribution of IMF technical assistance
for low-income countries and countries emerging from
conflict situations, particularly in laying the institutional
foundations for sustained poverty reduction.

Directors were encouraged by the Fund’s progress in imple-
menting the prioritization process, which was introduced in
2001. They looked forward to continuing strong efforts at
further improving the prioritization and effectiveness of
technical assistance, sharpening the focus on results, and
systematically incorporating the lessons of technical assis-
tance evaluations. They endorsed the steps being proposed
to work toward these objectives.

To stay well focused, the technical assistance program would
need to remain flexible, as this would help ensure that the
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Table 5.3 Technical Assistance Delivery by Assignment, FY20041

Long-Term Assignments2 Short-Term Missions__________________________________ __________________________________
Average Average

Assignments Delivery duration Assignments Delivery duration
Topics (Number) (Person-years) (Days) (Number) (Person-years) (Days)

Fiscal 83 26 114 259 27 19
Monetary, exchange, and

financial systems 55 38 246 435 34 17
Macroeconomic and 

financial statistics 26 12 163 209 16 22
Legal 4 2 145 158 8 16
Other 7 4 203 19 3 19

Total 175 81 167 1,080 88 18

1Technical assistance delivered out of headquarters, training activities, and missions related to the management of the technical
assistance program, such as resource mobilization, monitoring, and evaluation, are not included.

2Long-term assignments have a minimum duration of six months. Because extensions, which can be shorter, are counted as sep-
arate assignments, the average duration can be shorter than six months.

Table 5.4 Technical Assistance (TA) Evaluation Program—
FY2005–07

Subject of Evaluation Report Financial Year Due

Pacific Financial Technical Assistance Center (PFTAC)1 2005

TA related to strengthening the commercial court and 
implementing the bankruptcy law in Indonesia

Africa Regional Technical Assistance Centers (AFRITACs)1

TA on tax policy in countries facing a loss of revenue as a 2006
result of trade and tariff reform

TA in anti-money-laundering and combating the financing 
of terrorism

TA to the Democratic Republic of the Congo 

TA to post-conflict countries 2007

Revenue administration—TA to Middle Eastern countries

Revenue administration—TA to Southeast Asia

General Data Dissemination System (GDDS)—Regional TA projects

1The reviews and evaluations of the regional TA centers are being carried out as part of a two-
tier monitoring and evaluation process employed by the centers in which the regular reviews
of the centers’ performance are the responsibility of the centers’ governing committees, while
the less frequent but in-depth reviews and evaluations are usually undertaken by external
consultants or parties on behalf of the steering committees.



balance among programs and initiatives was in line with the
evolving needs of the membership. While technical assis-
tance requirements needed to be met in a strategic way, the
IMF must continue to have the technical assistance instru-
ments to respond to changing needs in a flexible and timely
manner. Close coordination of IMF functional depart-
ments, which organize and provide the technical assistance,
and IMF area departments would continue to be important
in this regard.

Careful planning and monitoring, coordination with other
providers in both the design and the implementation of
technical assistance strategies, efficient leveraging of exter-
nal financing, and broader dissemination of lessons learned,
Directors stressed, would all be critical steps in the broad-
based effort to enhance the effectiveness of technical assis-
tance. Directors highlighted the importance of actively
involving national authorities in the design of technical
assistance projects to foster strong country ownership and
commitment and help ensure the sustainability of technical
assistance results. In this context, Directors expressed sup-
port for the proposal to set milestones for the continuation
of technical assistance, in particular in the context of
longer-term programs. They also suggested that further
consideration be given to the development of exit strategies
as a way of enhancing effectiveness and ownership of reform
efforts.

Directors supported the actions under way to improve the
management, monitoring, and results-based evaluation of
technical assistance. They looked forward to a standardized
evaluation methodology and the possible establishment of
an independent technical assistance evaluation function
within the IMF. Directors also endorsed the swift establish-
ment of an IMF-wide computerized technical-assistance
information-management system, which will provide the
basis for more effective monitoring.

The major share of IMF technical assistance to low-income
countries was provided in the context of IMF financial
arrangements, Directors noted. To help ensure effectiveness
and lasting results in these circumstances, Directors under-
scored that technical assistance strategies for these countries
needed to be firmly aligned with country-owned poverty
reduction strategies, taking into account absorptive and
administrative capacity constraints, and the role of other
technical assistance providers. It is also important that
technical assistance strategies in low-income countries go
beyond the objective of producing short-term results and
remain firmly directed at supporting institution building
over the longer term, while remaining flexible enough to
respond swiftly to evolving needs. To ensure close coordi-
nation of IMF technical assistance with that of other tech-
nical assistance providers, Board members encouraged the
staff to identify potential technical assistance partners
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Boosting Tax Revenues Through Capacity Building

Indonesia has made significant progress over the past two
years in strengthening its tax and customs administrations
with assistance from the IMF. Initiatives to register more cor-
porate and individual taxpayers, rationalize audit programs,
and speed up the collection of tax arrears generated tax rev-
enues amounting to 0.3 percent of GDP in 2002 and 0.5
percent of GDP in 2003. Other achievements included setting
up a modern tax office dedicated to large taxpayers and a
computerized system for filing tax returns and recording tax
payments. In the area of customs administration, a compre-
hensive modernization strategy is being carried out, including
streamlining customs clearance procedures, curbing smug-
gling, controlling undervaluation of imports, and improving
the customs department’s governance.

Reform of Indonesia’s revenue administration has benefited
from close cooperation between the IMF and donor agencies
from Australia, Canada, and the United States. In view of
the broad division of responsibilities among the agencies,
the IMF’s Fiscal Affairs Department (FAD) formulated the
reform strategy—which was closely linked to Indonesia’s IMF-
supported program—and identified the technical assistance
requirements, while the bilateral agencies financed and
recruited technical experts. FAD developed terms of refer-
ence for the various technical assistance assignments,
monitored the implementation of the reforms and the
progress of the experts, and kept donor agencies informed
of developments.

The IMF is also coordinating technical assistance from
donors in the area of legal reform. The program, which is
financed by the Netherlands, is supporting the efforts of the
Indonesian authorities to establish an effective bankruptcy
regime and a competent and objective judiciary to carry it
out. While significant progress has been made, considerable
work remains.

Indonesia



proactively and to promote clear understandings between
technical assistance providers and the authorities of client
countries on the broad road map for assistance and division
of labor. They noted the useful role that IMF resident repre-
sentatives can play in this area.

The growing evidence that regional arrangements for deliv-
ery of technical assistance and training appeared to be effec-
tive while fostering ownership and enhancing coordination
with other technical assistance providers was welcomed by
Directors. In view of the significant resource requirements
of the IMF and external donors, they stressed the need for
continuous, close monitoring and regular evaluation of the
operations of the regional technical assistance centers, and
looked forward to the forthcoming mid-term evaluation of
the Africa Regional Technical Assistance Centers. Most
Directors welcomed the expansion of the IMF Institute’s
regional programs, which they saw as cost effective and well
adapted to the needs of the regions they serve.

Board members commended the generous external funding
provided by donors to complement the IMF’s own technical
assistance resources. They saw several challenges going
forward. These included securing an adequate volume of
external resources over the long term; ensuring that staff
resources, instruments, and adequate systems are available to

manage external financing according to international best
practice; and prioritizing externally financed technical assis-
tance as rigorously as IMF-financed technical assistance.

To foster the wider sharing of lessons learned from techni-
cal assistance experience, Directors encouraged member
countries to consent to the voluntary publication of techni-
cal assistance reports on the IMF’s external website, with
due consideration to ensuring the confidentiality of sensi-
tive information.

In concluding their review, Directors stressed that efforts to
strengthen technical assistance provision were an ongoing
process that needed to be continually refined in light of
progress with monitoring and evaluation of technical assis-
tance. They looked forward to the forthcoming evaluation
of IMF technical assistance by the IEO, which they hoped
would provide additional guidance on enhancing technical
assistance performance.

IMF Institute

The IMF Institute trains officials from member countries
through courses and seminars focused on four core areas—
macroeconomic policy management, and financial sector,

fiscal, and external sector policies.
Training is delivered by Institute staff
and by staff from other IMF depart-
ments, occasionally assisted by out-
side academics and experts, at IMF
headquarters in Washington, D.C.,
and at various overseas locations.
Some preference in acceptance of
applications for training is given to
officials from developing and transi-
tion countries.

In FY2004, the IMF Institute, with
the assistance of other IMF depart-
ments, offered 120 courses, attended
by 3,846 participants (see Table 5.5).
About two-thirds of this training in
terms of the number of courses, and
about one-half in terms of partici-
pant-weeks, were provided through
the IMF’s six regional institutes and
programs, which are located in Aus-
tria, Brazil, China, Singapore,
Tunisia, and the United Arab Emi-
rates (see Table 5.6). Training in
Washington, with longer courses,
continued to play an important role,
accounting for about one-third of
participant-weeks. The remainder of
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Table 5.5 IMF Institute Training Programs for Officials, FY2000–04

FY2000 FY2001 FY2002 FY2003 FY2004

Headquarters training
Courses and seminars 22 22 21 23 20
Participants 778 808 813 808 687
Participant-weeks 3,608 3,672 2,952 3,225 2,908

Regional training institutes and programs1

Courses and seminars 52 64 73 73 82
Participants 1,493 1,998 2,292 2,301 2,608
Participant-weeks 3,021 3,691 4,273 3,967 4,455

Other overseas training
Courses and seminars 24 18 16 17 18
Participants 775 534 439 496 551
Participant-weeks 1,367 980 828 899 949

Distance learning
Courses2 1 1 3 3 2
Participants3 49 43 134 114 80
Participant-weeks4 98 86 311 276 200

Total courses and seminars 98 104 110 113 120
Total participants 3,046 3,340 3,544 3,605 3,846
Total participant-weeks 8,094 8,429 8,364 8,367 8,512

Source: IMF Institute.
1Includes Joint Vienna Institute (established in 1992); IMF-Singapore Regional Training Institute (1998); IMF-AMF (Arab Mone-
tary Fund) Regional Training Program in the United Arab Emirates (1999); Joint Africa Institute (1999), currently located in
Tunisia; Joint China-IMF Training Program (2000); and Joint Regional Training Center in Brazil for Latin America (2001). Data do
not include courses delivered by other organizations at the IMF’s regional training institutes and programs.

2These are not included in the total course count below as the residential segment is already reflected in the training activity at
headquarters.

3Participants who were invited to the residential part of the courses are included both here and under headquarters training.
4Includes only participant-weeks for the distance part of the course. Participant-weeks for the residential part are included in
headquarters training.



the training was at overseas locations outside the IMF
regional network, largely as part of collaboration between
the IMF Institute and national or regional training pro-
grams but also in the form of distance learning.

The number of training courses and seminars rose by 6
percent in FY2004, and the number of participant-weeks
rose by 2 percent. The smaller increase in the number of
participant-weeks is a continuation of the trend of the past
few years, reflecting a shift in the composition of IMF
Institute courses toward shorter, more specialized courses
delivered through the regional programs. The increase in
training activity was achieved despite the effects in the
early part of FY2004 of the war in Iraq and the outbreak of
Severe Acute Respiratory Syndrome (SARS) in some Asian
countries. Reflecting the security situation in Côte d’Ivoire,
the location of the Joint Africa Institute was shifted to
Tunis in June 2003. Given the logistical challenges of such a
move, IMF training at the Joint Africa Institute was slightly

less than planned. It was nevertheless higher than in
FY2003, and the Institute also offered more courses in
Africa outside the Joint Africa Institute to compensate for
the shortfall.

The IMF Institute has continued to pay close attention to
curriculum development. In FY2004, the topics covered in
new courses included debt management, financial market
analysis, financial sector standards and stability, financial
soundness indicators, and policies for monetary and finan-
cial stability. The Institute has also continued to provide,
both in Washington and through the regional institutes and
programs, short seminars on key issues. These seminars are
tailored to the needs of high-level officials. In FY2004, top-
ics covered in the seminars included the challenges of
growth and globalization in the Middle East and North
Africa, euro adoption in the EU accession countries, finan-
cial development and integration in Africa, and manage-
ment of subnational finances and debt.

Technical Assistance and Training
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Table 5.6 IMF Institute Regional Training Programs

Date
Established Location Cosponsors Intended Participant Countries

Joint Vienna Institute 1992 Austria Austrian authorities, Bank for International Transition countries in Europe 
Settlements, European Bank for Reconstruction and Asia
and Development, Organization for Economic 
Cooperation and Development, World Bank,
and World Trade Organization1

IMF-Singapore Regional Training Institute 1998 Singapore Government of Singapore Developing and transition
countries in Asia and the Pacific 

IMF-AMF Regional Training Program 1999 United Arab Emirates Arab Monetary Fund Member countries of the Arab
Monetary Fund

Joint Africa Institute2 1999 Tunisia African Development Bank, World Bank African countries

Joint China-IMF Training Program 2000 China People’s Bank of China China

Joint Regional Training Center for Latin America 2001 Brazil Government of Brazil Latin American countries

1A number of other European countries and the European Union, although not formal sponsors of the Joint Vienna Institute, provide financial support.
2In 2003, the Joint Africa Institute shifted its operations temporarily from Côte d’Ivoire to Tunisia, owing to the security situation in Côte d’Ivoire.
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Governance, Cooperation, and
Transparency

IMF Governance

The IMF is accountable to the governments of its
member countries. At the apex of its organiza-

tional structure is its Board of Governors, which con-
sists of one governor and one alternate governor
appointed by each of the IMF’s 184 member coun-
tries. The governor is usually the minister of finance
or the head of the central bank. All governors nor-
mally meet once each year at the September/October
IMF-World Bank Annual Meetings. The Annual
Meetings are preceded by regional caucuses, con-
stituency meetings, and meetings of groups of mem-
bers, among which the meetings of the Group of 24
developing countries and the Group of Seven major
industrial countries are particularly important. These
groups promote the agendas of different constituen-
cies within the membership, as do individual member
countries in the pursuit of their national foreign pol-
icy objectives.

There are two committees of governors that represent
the whole membership. The International Monetary
and Financial Committee (IMFC) of the Board of
Governors is an advisory body composed of 24 IMF
governors (or their alternates)—ministers or other
officials of comparable rank—representing the same
countries or constituencies (group of countries) as
the 24 Directors who make up the IMF’s Executive
Board. The IMFC normally meets twice a year, in
April/May and at the time of the Annual Meetings in
September/October. Its responsibilities include pro-
viding ministerial guidance to the Executive Board
and advising and reporting to the Board of Gover-
nors on issues regarding the management and adap-
tation of the international monetary and financial
system, including sudden disturbances that might
threaten the system. The Development Committee
(the Joint Ministerial Committee of the Boards of

Governors of the World Bank and the IMF on the
Transfer of Real Resources to Developing Countries)
is a joint World Bank–IMF body also composed of 24
World Bank or IMF governors or their alternates—
again, ministers or other officials of comparable rank.
It usually meets the day after the IMFC. Both com-
mittees generally summarize their meetings in com-
muniqués, which are published on the IMF’s website.

The day-to-day work of the IMF is conducted at its
Washington, D.C., headquarters by its Executive
Board; this work is guided by the IMFC and supported
by the IMF’s staff. The Board consists of 24 Directors,
who are appointed or elected by member countries or
by groups of countries, and the IMF’s Managing Direc-
tor, who serves as its Chair. The Executive Board has a
central role in policy formulation and in decision mak-
ing in the IMF, and exercises all the powers for con-
ducting the institution’s business except those that the
Articles of Agreement have reserved for the Board of
Governors or the Managing Director.

The Board meets in “continuous session,” that is, as
often as the business at hand requires, usually for
three full days each week. Total Board meeting time
averages over 600 hours each year, which demon-
strates the intense oversight exercised by the Board on
the activities of the IMF. In calendar year 2003, the
Board held 116 formal meetings (at which decisions
are made), 32 informal seminars, and 8 other infor-
mal meetings, including committee meetings. In
2003, the Board spent 55 percent of its time on mem-
ber country matters (mainly Article IV consultations
and reviews and approvals of IMF financing arrange-
ments); 19 percent of its time on global and regional
surveillance and general policy issues (such as the
world economic outlook, global financial stability
reports, IMF financial resources, strengthening the
international financial system, the debt situation, and
issues related to IMF lending facilities and program
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design); and the remaining time on
administrative and other matters.

Consensus Decision Making in a
Cooperative Institution

Decision making by consensus has
always been a central feature of the
Executive Board’s work. In the view
of the IMF’s founding members, the
jurisdiction and far-reaching man-
date of the new institution, with its
diverse membership and their differ-
ing interests, called for a cooperative
framework in which policy would be
set by all and for all. The IMF’s Rules
and Regulations prescribe that “The
Chairman shall ordinarily ascertain
the sense of the meeting, in lieu of a
formal vote.” Thus, from the outset,
the Executive Board, management,
and staff developed working meth-
ods to establish common ground
among the members in setting policy
(see Box 6.1). Consensus decision
making maintains the cooperative
character of the IMF; safeguards the
interests of the developing and
emerging market countries that are, de facto, the users of
IMF resources; and—ultimately—protects the rights and
interests of the minority shareholders.

The Board works as a college of officials who devote them-
selves full time to the tasks and purposes of the IMF. The
“sense of the meeting,” which the Chair must ascertain, is a
position that is supported by Executive Directors having
sufficient votes to carry the question if a vote were taken
(see Appendix VII). “Consensus” denotes unanimity. While
unanimity remains the objective, the Chair and the Board
view the achievement of “a large majority” as sufficient for
many decisions. Executive Directors are not subject to time
constraints in expressing their positions, reservations, and
questions, including often successive interventions in
response to the questions and arguments of others. In this
environment, the influence of individual Directors on IMF

policies and decisions can—and frequently does—reach
well beyond their voting power. Technical expertise is
important; persuasiveness counts a great deal; diplomacy,
timing, and experience all have an impact on the influence
that an Executive Director can exert. It is a well-established
practice that, on policy issues, all Directors intervene in suc-
cessive “tours de table.” The minutes of Board meetings,
which are released to the public after 10 years, record all
interventions by Executive Directors, management, and
staff. The system thus ensures that consensus decision mak-
ing is fully compatible with accountability.

Debate and reflection take place not only at formal Board
meetings but also at informal gatherings of Executive Direc-
tors and in exchanges of views with the Managing Director
and staff. IMF staff stand ready to help the Board’s search
for ways forward and to prepare additional material to
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Box 6.1 Policy Consensus Building in Practice

A Board review of any policy item is, typically,
initiated on the basis of a staff paper setting
out the principal objectives of the policy,
reviewing recent practice, and indicating
where management and staff believe that
changes may need to be considered. In the
initial discussion, all Executive Directors inter-
vene extensively, a number of them on the
basis of written statements that they have cir-
culated beforehand. The opening discussion
may reveal wide areas of disagreement
among Directors regarding the future direction
and objectives of the policy. In such a case,
the Managing Director, as Chair of the Execu-
tive Board, may call for a follow-up discussion
for which management or staff may circulate
a memorandum suggesting possible avenues
for reconciling conflicting approaches.

When sufficient progress has been made in
follow-up discussions to reduce sharp differ-
ences on broad policy objectives, the Manag-
ing Director asks the staff to draft detailed
proposals for changes in policies and prac-
tices, building on the emerging areas of con-
sensus. When considering specific policy

proposals, the Chair is not satisfied with a
narrow “sense of the meeting” (that is, a nar-
row majority if the matter were to be put to a
vote) but urges the Board to consider mat-
ters until consensus is achieved or, at least,
a very broad majority has emerged on the
significant aspects of the policy under review.
The “summing up” of the meeting by the
Chair (which forms part of the Public Infor-
mation Notice released after most Board dis-
cussions) indicates how views differed
among Directors, as well as where they con-
verged. In the end, the minutes of the meet-
ings show not only the positions of each
Director but also how the positions evolved
and were adjusted in the light of the argu-
ments of others and how a continuing give-
and-take brought Board members to
solutions that all, or almost all, found
acceptable.

The subsection below on “Transparency of the
IMF and its Members” illustrates how the con-
sensus building process allows diverging
views on an issue to be brought to common
decisions.



ensure that all avenues are explored in the search for work-
able solutions. When members belonging to the same con-
stituency hold differing views on a subject, the Executive
Director can put the views on record but cannot split his or
her vote. The resolution of such conflicts is for each Direc-
tor to decide and any Director remains free to record an
abstention or an objection to a particular decision. The sys-
tem has a tempering impact and evidence shows that the
decisions that finally result may well be the best that could
be made in the circumstances. The stature of the Managing
Director as Chair of the Board adds much weight to his
interventions. Directors use informal contacts with the
Managing Director to indicate where room for flexibility
may be found. Directors also often turn to the Dean—the
longest-serving Board member—or the IMF Secretary for
guidance in the Board’s work and for assistance in formu-
lating possible ways forward in a difficult debate or in find-
ing areas for compromise and resolution.

In line with the policies pursued since the mid-1990s to
improve transparency, public information on Board activi-
ties is now being made available on a daily basis (see “Trans-
parency of the IMF and its Members” below). Moreover, a
growing number of members have agreed to the publication
of country papers and the Chair’s summing up of Article IV
consultations in the Board (Public Information Notices, or
PINs). However, while archival material generally becomes
part of the public record after 5 years, there is a time lag of
10 years for minutes of Board meetings.

The Summing Up

In the Board’s work on surveillance and general policy for-
mulation, decision making by consensus is complemented
by the practice of concluding Board discussions with a
“Chair’s Summing Up” or “Chair’s Concluding Remarks.”
The summing-up procedure has become standard not only
for Article IV country consultations but also to conclude
Board consideration of policy and operational items.1

The summing up aims to include all the main strands of a
Board discussion and to reflect differences between the
Board’s views and the positions of the IMF staff. The sum-
ming up also needs to indicate clearly the aspects of the
debate on which Directors generally agreed as well as those
on which views differed. Precise indications on whether, for
example, “a majority” or “some Directors” held this or that
view are important. Significant dissent by some Directors
from the views of others or from the positions taken by the

staff needs to be captured in order to round off a summing
up. The parts of a summing up that reflect the sense of the
meeting have the character and effect of a Board decision.

Safeguarding the Rights of Shareholders in the IMF

The cooperative nature of consensus decision making pro-
motes the search for common ground through the active
participation of all who share the responsibility for formu-
lating and implementing institutional policy. It is an
approach that promotes thorough reflection, leading to
solutions that reconcile the differing interests of a large
membership with a willingness to revisit and review deci-
sions in light of changed circumstances. As a result, consen-
sus decision making has been of considerable benefit to the
institution and its members. It has been particularly valu-
able as a way of protecting the minority views held by IMF
shareholders.

Members’ Representation and Voice in
the Institution

In its September 2003 Communiqué, the International
Monetary and Financial Committee stressed that the IMF’s
effectiveness as a cooperative institution depends on all
members having an appropriate voice and representation.
The IMFC welcomed the measures being taken to improve
the capacity of developing and transition countries to par-
ticipate more effectively in IMF policy formulation and
decision making. It also welcomed the Executive Board’s
progress report on quotas, representation, and voice, and
called on the Fund to examine these issues further.

The measures referred to by the IMFC that had been taken
by the IMF to enhance the capacity of Executive Directors
from developing and emerging market countries to partici-
pate effectively in decision making in the Fund, within the
current framework of voting power, included addressing
staffing and other constraints faced by Directors with large
multicountry constituencies. Representation of members in
the IMF depends critically on the distribution of quotas,
which was last discussed by the Executive Board in July
2003 (see Section 7). Further progress on voice and repre-
sentation, including through any changes in quotas, would
have required a broader consensus on the issue among the
IMF’s shareholders than then existed. After reviewing
progress, and in light of the issue’s complexity, in its April
2004 Communiqué the IMFC called on the Board to con-
tinue its work on IMF quotas, voice, and representation,
and looked forward to a report on progress at its next
meeting.

As part of the effort to seek a consensus among sharehold-
ers, at the April 2004 meeting of the Development Com-
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1Board consideration of operational matters, financial issues, requests for
use of IMF resources, and other matters is concluded, as needed, with for-
mal decisions for which drafts are provided by the Fund’s Legal Depart-
ment. Extracts from selected policy decisions are published in the IMF’s
Annual Report (see Appendix III) and are reprinted in Selected Decisions.



mittee, the Chair circulated a proposal
for a road map on procedures and
next steps in this area to the Com-
mittee members. The Executive
Board of the Fund and the Board of
Executive Directors of the World
Bank were scheduled to produce
reports on all aspects of the voice
and participation issue for consider-
ation by the Development Commit-
tee at the October 2004 Annual
Meetings.

Transparency of the IMF and
Its Members

The financial crises of the mid- and
late 1990s underscored the impor-
tance of transparency as a key tool of
crisis prevention in an environment
of increased capital market integra-
tion. Greater openness on the part of
IMF member countries encourages
more widespread discussion and
examination of members’ policies by
the public; it enhances the accounta-
bility of policymakers and the credi-
bility of policies; and it facilitates
efficient functioning of financial
markets. Greater openness and clarity by the IMF about
its own policies and the advice it provides to members
contributes to a better understanding of the IMF’s role
and operations, and increases the Fund’s accountability
for its policy recommendations.

Formulated in January 2001, the IMF’s transparency policy
encourages the publication of country and IMF policy doc-
uments while fostering candor in policy discussions with
members and preserving the Fund’s role as a confidential
advisor to members. In FY2004, the Fund continued to
work to improve transparency, both of member countries’
policies and of the IMF’s assessments, within the current
voluntary framework (see Box 6.2).

Transparency Policy Review

Background

In its January 2001 decision, the Executive Board adopted a
policy on the voluntary publication of country documents
and more systematic publication of policy papers and asso-
ciated PINs. In its review of the transparency policy in June
2002 (see Annual Report 2003), the Board agreed to recon-
sider a possible move to a policy of presumed publication

for Article IV country reports and reports on the use of
Fund resources in FY2004.

At the time of the FY2004 Board discussions, staff analysis
showed that, since the previous review in 2002,

■ Publication of Article IV country reports had continued to
rise: from 59 percent to 66 percent for stand-alone
reports, and from 63 percent to 71 percent for combined
Article IV-use of Fund resources reports. But publication
rates remained uneven across regions.

■ Nearly three-fourths of member countries agreed to pub-
lish at least one country report; over 90 percent had pub-
lished a country PIN.

■ Publication of stand-alone reports on use of Fund
resources rose slightly, from 56 percent to 57 percent.
Although three-fourths of stand-alone staff reports on
use of Fund resources for normal access cases were pub-
lished, the rate for exceptional access cases declined from
36 percent to 21 percent.

■ The share of reports with deletions declined from 12 per-
cent to 8 percent, reflecting, in part, a much lower rate of
deletions from stand-alone use of Fund resources reports.
Reports with corrections rose from 53 to 57 percent.

Governance, Cooperation, and Transparency
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Box 6.2 Key Elements of the IMF’s Transparency Policy for Documents

Use of Fund resources documents

■ Voluntary but presumed consent to publi-
cation of staff reports on the use of Fund
resources.

■ Publication of staff reports on the use of
Fund resources for programs involving
exceptional access will generally be
required from July 1, 2004, for manage-
ment to recommend approval or augmenta-
tion of a program or completion of a review.
Programs in place as of July 1, 2004,
would be grandfathered.

■ Voluntary but presumed consent to publi-
cation of Letters of Intent and Memoranda
of Economic and Financial Policies.

■ Publication of Poverty Reduction Strategy
Papers (PRSPs) is required for manage-
ment to recommend endorsement by the
Executive Board.

Surveillance documents

■ Voluntary but presumed consent to publi-
cation of Article IV country reports, as well
as of Public Information Notices (PINs), fol-
lowing Article IV consultations, from July 1,
2004.

■ Voluntary publication of Reports on Obser-
vance of Standards and Codes (ROSCs),
Financial System Stability Assessments
(FSSAs), and Assessment of Financial Sec-
tor Supervision and Regulation (AFSSR)
reports.

Other documents

■ The Executive Board decides whether to
publish reports on IMF policy issues.

■ Weekly publication of the Executive Board’s
agenda on the IMF’s website.

Correction and deletion policy

■ Deletions for documents that pertain to
members are limited to highly market-
sensitive material, and corrections are
limited to necessary factual changes.

Archives and Board Minutes

■ Public access is given in the IMF’s archives
to Executive Board documents that are
over 5 years old, to minutes of Executive
Board meetings that are over 10 years old,
and to other documentary materials that
are over 20 years old, subject to certain
restrictions.



■ Nearly all country policy intention documents (Letters of
Intent/Memoranda of Economic and Financial Policies
and Poverty Reduction Strategy Papers) had been
published.

Changes in Transparency Policy

In June and September 2003, the Executive Board reviewed
the implementation of the IMF’s transparency policy and
discussed next steps. Directors considered the key issue to
be whether to move to a policy of presumed publication of
country staff reports. Directors acknowledged that progress
had been made in publication rates for most types of docu-
ments and in most regions under the policy of voluntary
publication, reflecting the broad acceptance by the mem-
bership of the benefits of transparency. Most Directors
noted, however, that progress in publication rates had been
slow and unevenly distributed across regions, and that fur-
ther impetus would be provided by moving to a policy of
presumed publication.

Publication of country reports, these Directors noted,
would help strengthen surveillance and increase the
accountability of the Fund. Extending the presumed publi-
cation policy to all documents related to the use of Fund
resources would help put into context members’ requests
for use of Fund resources as set forth in their published
Letters of Intent/Memoranda on Economic and Financial
Policies, and help explain the basis for management’s rec-
ommendations and Board actions.

Many other Directors, however, pointed out that the infor-
mation provided by the staff showed that the present volun-
tary approach had been effective and that it was not clear
that a policy of presumed publication would achieve signifi-
cant additional gains in publication rates. These Directors
suggested that a move to presumed publication could
undermine the candor of discussions and documents and
the advisory role of the Fund.

All Directors emphasized that candor in the Fund’s dialogue
with members and in reports to the Board would remain
essential for effective surveillance. They looked forward to
the opportunity to discuss the potential conflict between
transparency and candor in the Biennial Review of Surveil-
lance scheduled for mid-2004, in light of the increased
coverage expected in staff reports of such topics as vulnera-
bility, debt sustainability, currency mismatches, and other
balance sheet and capital account developments.

Most Board members noted the significant declines from
already low levels of publication rates (from 36 percent to
21 percent) of staff reports for requests for use of Fund
resources by members with exceptionally high access (access
to the Fund’s general resources in excess of certain limits).
They emphasized the critical importance of transparency

for strengthening confidence in these cases, since they typi-
cally involved capital account crises where a high premium
was placed on increasing public understanding and market
support of the program strategy. However, many other
Directors were concerned that, given the high degree of
market sensitivity in exceptional access cases, publication of
these reports might conflict with the need for frank assess-
ments of the risks involved.

The Board agreed on a set of measures to enhance trans-
parency. It agreed to establish a policy of voluntary but
presumed publication for all use of Fund resources and Post-
Program Monitoring staff reports, to be effective as soon as
the amendments to the Board’s Transparency Policy Deci-
sion had been circulated to, and approved by, the Board (see
Appendix III).

It was also agreed that, in exceptional access cases, the Man-
aging Director would generally not recommend Board
approval of a program or completion of a review unless the
authorities consented to the publication of the associated
staff report. This new publication policy for staff reports on
use of Fund resources in exceptional access cases would
apply to new arrangements approved on or after July 1,
2004, that contained exceptional access, and to existing
arrangements that, by reason of augmentation after July 1,
2004, would result in exceptional access. Exceptional access
arrangements (that is, those on the same terms and condi-
tions and timing) in place as of July 1, 2004, would be
grandfathered.

The Board also agreed to move to voluntary but presumed
publication of all Article IV country reports, Article IV
PINs, and related Article IV background papers (reports
prepared, for example, as selected or statistical background
material for Article IV consultations). If a member did not
wish a PIN to be published, a brief press release would be
issued promptly by the Fund to inform the public that the
Board had concluded the consultation. These changes
would be effective as of July 1, 2004; until that date, existing
policies would continue to apply.

The possibility of moving to a policy of presumed publica-
tion for Reports on the Observance of Standards and
Codes (ROSCs) and Financial System Stability Assessments
(FSSAs) was considered. While a number of Directors
stressed the value of better informing the public and mar-
kets through a policy of presumed publication of these
documents, other Directors referred to the voluntary
nature of standards and codes, and cautioned that pre-
sumed publication could affect participation in the Finan-
cial Sector Assessment Program (FSAP). Against this
background, Directors decided to retain the existing policy
of voluntary publication, while encouraging members to
publish these reports.
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Directors also discussed the modalities of voluntary but
presumed publication for various documents. It was agreed
that, under the policy of presumed publication, publication
would be expected to occur within 30 calendar days of the
Board’s consideration of the relevant papers. In this context,
Directors emphasized that presumption of publication
required the explicit consent of the member, without which
the document would not be published.

In addition, Directors reexamined the issue of allowing
deletions of highly politically sensitive material and removal
of material that would undermine the ability of the authori-
ties to implement policies or that would render implemen-
tation more costly. While many Directors continued to
favor the extension of the deletions policy to highly politi-
cally sensitive material, the majority of the Board did not
support such a move, noting the practical difficulties of
designing an objective test of “high political sensitivity” to
implement such a policy and the risks of undermining the
candor and comprehensiveness of Board documents. Direc-
tors urged the staff to continue to avoid language that
would exacerbate domestic political challenges to imple-
menting reforms.

Against this background, Directors generally agreed that the
continued application of the current deletions policy was
appropriate, with the scope of deletions covering highly
market-sensitive information, including not only exchange
and interest rate matters but also highly market-sensitive
material in vulnerability assessments and the banking and
fiscal areas. Directors also agreed that, when third-party
analysis was presented in a staff report, the source should be
indicated or a staff assessment of such analysis included in
the paper.

In the context of increased publication, Directors expressed
concern that pressures to delete significant elements of doc-
uments on grounds of high market sensitivity could inten-
sify. They agreed that management could recommend to the
Board that certain documents not be published if deletions
of highly market-sensitive material would undermine the
overall assessment of the Fund and its credibility.

Directors agreed to apply the broad principles for deletions
and corrections now in place for country reports to policy
papers prepared by the staff. Modifications to such policy
papers before publication would be limited to factual cor-
rections and deletions of highly market-sensitive material
and country-specific references. If Directors considered that
there was a danger of confusion when the summing up dif-
fered from the staff recommendations, the published ver-
sion of the policy paper would indicate clearly in the text
those staff positions that the Board had not endorsed.

On administrative papers, while a number of Directors
favored a move to presumed publication, most agreed that

publication should continue to be considered on a case-by-
case basis. In all cases, staff recommendations regarding the
publication of these papers would be explained to Directors
when the papers were circulated to the Board.

On other publication-related matters, Directors supported
publication of the Board agenda at the same time as it is
made available to Executive Directors, with the indication
that the agenda is tentative and subject to change (see
Box 6.3).

The next Board review of the Fund’s transparency policy is
expected to take place by June 2005.

External Audit Mechanism

A key governance issue concerns the IMF’s practices for
financial oversight, particularly the audit of its financial
statements. The IMF’s external audit arrangements consist
of an External Audit Committee and an external audit firm.
The External Audit Committee has general oversight of the
external audit function and internal control processes. It
consists of three members selected by the Executive Board
and appointed by the Managing Director. The members
serve for three years, on a staggered basis, and are independ-
ent. Committee members are nationals of different member
countries of the IMF at the time of their appointment and
must possess the qualifications required to carry out the
oversight of the annual audit. The External Audit Commit-
tee generally meets twice a year in Washington and is avail-
able for consultation throughout the year.

The 2004 External Audit Committee members are Mr.
Hazem Hassan (Chairperson), Chairman of KPMG Hazem
Hassan, Egypt; Mr. Philippe Adhémar, Conseiller Maître à la
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Box 6.3 Publication of the IMF Executive Board’s 
Weekly Agenda

In February 2004, the IMF began regular publication of a weekly
calendar giving the agenda of its Executive Board. The measure was
approved by the Board to enhance public access to information
about the IMF’s operations. The Executive Board is responsible for
overseeing the day-to-day activities of the Fund on behalf of its 184
member countries.

The weekly calendar, which will be updated on a rolling basis, con-
tains the tentative schedule of formal meetings and Board seminars.
The Board’s agenda is typically finalized the day before each meet-
ing, so the calendar is necessarily tentative. Nevertheless, the calen-
dar provides the latest available information on the Executive
Board’s scheduled activities.

To view the calendar, visit the IMF’s website at www.imf.org/
external/np/sec/bc/eng/index.asp.



Cour des Comptes, France; and Mr. Pentti Hakkarainen,
Board Member, Bank of Finland.

The responsibility for performing the external audit and
issuing the audit opinion rests with the external audit
firm. The external audit firm is selected by the Executive
Board in consultation with the External Audit Committee
and is appointed by the Managing Director. At the con-
clusion of the annual audit, the External Audit Committee
transmits the report issued by the external audit firm,

through the Managing Director and the Executive Board,
to the Board of Governors. In the process, the External
Audit Committee briefs the Executive Board on the
results of the audit. The external audit firm is normally
appointed for a period of five years. Pricewaterhouse-
Coopers (Washington) is the IMF’s present external
auditor.

The IMF’s financial statements for FY2004 form Appendix
IX of this Annual Report.
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Financial Operations
and Policies

The IMF is a cooperative institution that lends to
member countries experiencing balance of pay-

ments problems. The IMF extends financing to mem-
bers through three channels:

Regular Financing Activities. The IMF provides loans
to countries from a revolving pool of funds consisting
of members’ capital subscriptions (quotas) on the
condition that the borrower undertake economic
adjustment and reform policies to address its external
financing difficulties. These loans are extended under
a variety of policies and facilities designed to address
specific balance of payments problems (see Table 3.1).
Interest is charged on the loans at market-related
rates, and repayment periods vary depending on the
lending facility.

Concessional Financing Activities. The IMF provides
loans at a very low interest rate to low-income mem-
ber countries to support programs to strengthen their
balance of payments positions and to foster durable
growth, which will lead to higher living standards and
a reduction in poverty. The IMF also makes grants
available to eligible heavily indebted poor countries
(HIPCs) to help them achieve sustainable external
debt positions. The principal of concessional loans is
funded by bilateral lenders that make resources avail-
able to the IMF at market-based rates, with the IMF
acting as a trustee. The rate charged to borrowers and
grants for HIPC debt relief are subsidized by separate
contributions from some member countries and the
IMF’s own resources.

Special Drawing Rights. The IMF can also create inter-
national reserve assets by allocating special drawing
rights (SDRs) to members, which can be used to
obtain foreign exchange from other members and to
make payments to the IMF.

Among the key financial developments in FY2004
were the following:

■ Outstanding IMF credit reached an all-time high in
late 2003 but, by the end of FY2004, it had dropped
below the level at the end of FY2003. This was
because the demand for new lending was restrained
in the second half of the financial year, owing partly
to the improving world economic environment,
and repayments exceeded disbursements.

■ Credit outstanding continued to be concentrated in
a small number of large, middle-income member
countries, raising concerns about financial risks
facing the IMF. The Executive Board reviewed the
IMF’s risk-management mechanisms and level of
precautionary balances.

■ The IMF continued its efforts to assist its poorest
members in reducing their debt burdens, and initial
steps were taken to ensure the continued ability of
the IMF to provide adequate financial resources to
low-income countries over the medium term.

Regular Financing Activities

The IMF’s regular lending activity is conducted
through the General Resources Account (GRA), in
which the members’ quota subscriptions are held (see
Box 7.1). The bulk of IMF financing is provided under
Stand-By Arrangements, which address members’
short-term balance of payments difficulties, and under
the Extended Fund Facility (EFF), which focuses on
external payments difficulties arising from longer-term
structural problems. Loans under Stand-By and
Extended Arrangements can be supplemented with
short-term resources from the Supplemental Reserve
Facility (SRF) to assist members experiencing a sudden
and disruptive loss of capital market access. All loans
incur interest charges and can be subject to surcharges
depending on the type and duration of the loan and
the amount of IMF credit outstanding. Repayment
periods also vary by type of loan (see Table 3.1).
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Lending

Improving global economic and financial conditions, com-
bined with an accumulation of foreign exchange reserves by
many emerging market economies, contributed to a decline
in new IMF commitments, from SDR 29.4 billion in
FY2003 to SDR 14.5 billion in FY2004.1

The IMF approved five new Stand-By Arrangements and
one augmentation of an existing Stand-By Arrangement

involving commitments totaling SDR
14.5 billion (Table 7.1). In addition,
Burundi made a small purchase (SDR
9.6 million) under the IMF’s policy of
emergency assistance. No Extended
Arrangements were approved and no
commitments were made under the
IMF’s Compensatory Financing Facil-
ity (CFF) during the year.2

Two new large IMF commitments
were made during the financial year.
In September 2003, a three-year
Stand-By Arrangement of SDR 9.0
billion was approved for Argentina in
support of the government’s eco-
nomic program, succeeding the
arrangement that expired in August
2003.3 In December 2003, the IMF
approved a 15-month extension and
SDR 4.6 billion augmentation of
Brazil’s existing Stand-By Arrange-
ment, which was originally approved
in September 2002.4 Together, these
two cases accounted for more than
90 percent of the total new commit-
ments in FY2004.

Thirteen Stand-By and Extended
Arrangements were in effect as of
end-FY2004, of which five are being
treated as precautionary, with bor-
rowers having indicated that they do
not intend to draw on the funds
committed to them by the IMF.
These include Brazil’s arrangement,
on which the authorities have not
drawn since September 2003 in light
of improvements in the country’s
balance of payments position.
Drawings were made under 15 of
the 23 Stand-By and Extended
Arrangements in place during the
year, reflecting use of precautionary

Stand-By Arrangements as well as reviews that were not
completed (see Appendix II, Table II.3). At the end of April
2004, undrawn balances under the arrangements still in
effect amounted to SDR 19.8 billion.
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Box 7.1 The IMF’s Financing Mechanism

The IMF’s regular lending is financed from the
capital (quotas) subscribed by member coun-
tries. Each country is assigned a quota—
taking into account the country’s economic
size and external trade—which determines its
maximum financial commitment to the IMF. A
portion of the quota is provided in the form of
reserve assets (foreign currencies acceptable
to the IMF or SDRs) and the remainder in the
country’s own currency. The IMF extends
financing by providing reserve assets to bor-
rowers from the reserve asset subscriptions of
members or by calling on countries that are
considered financially strong to exchange
their own currency subscriptions for reserve
assets (see Box 7.4).

A loan is disbursed by the IMF when a borrower
“purchases” the reserve assets from the IMF
with its own currency. The loan is considered
repaid when the borrower “repurchases” its cur-
rency from the IMF in exchange for reserve
assets. The IMF levies a basic rate of interest
(charge) on loans based on the SDR interest
rate (see Box 7.8) and imposes surcharges
depending on the amount and maturity of the
loan and the level of credit outstanding.

A country that provides reserve assets to the
IMF as part of its quota subscription or
through the use of its currency receives a

liquid claim on the IMF (reserve position)
that can be encashed on demand to obtain
reserve assets to meet a balance of pay-
ments financing need. These claims earn
interest (remuneration) based on the SDR
interest rate and are considered by members
as part of their international reserve assets.
As IMF loans are repaid (repurchased) by
borrowers with reserve assets, these funds
are transferred to the creditor countries in
exchange for their currencies and the credi-
tors’ claims on the IMF are extinguished.

The “purchase/repurchase” approach to IMF
lending affects the composition of the IMF’s
resources but not the overall size. An increase
in loans outstanding will reduce the IMF’s
holdings of reserve assets and the currencies
of members that are financially strong and
increase the IMF’s holdings of the currencies
of countries that are borrowing from the IMF.
The amounts of the IMF’s holdings of reserve
assets and the currencies of financially strong
countries determine the IMF’s lending capac-
ity (liquidity) (see Box 7.5).

Detailed information on various aspects of
the IMF’s financial structure and regular
updates of its financial activities are available
on the IMF’s website at www.imf.org/
external/fin.htm.

Table 7.1 Regular Loans Approved in FY2004
Amount Approved1

Member Type of Arrangement Date of Approval (In millions of SDRs)

Argentina 3-year Stand-By September 20, 2003 8,981.0
Brazil Augmentation of Stand-By December 12, 2003 4,554.0
Dominican Republic 2-year Stand-By August 29, 2003 437.8
Guatemala 9-month Stand-By June 19, 2003 84.0
Paraguay 15-month Stand-By December 15, 2003 50.0
Ukraine 1-year Stand-By March 29, 2004 411.6________

14,518.4

1For augmentations, only the amount of the increase is shown.

1As of April 30, 2004, SDR 1 = US$1.45183.

2Another facility, the Contingent Credit Lines facility, was allowed to expire
on its scheduled sunset date of November 30, 2003.

3At the same time, the IMF extended repurchase expectations arising in
FY2004 and FY2005 in the amount of SDR 1.9 billion.

4At the same time, the IMF extended repurchase expectations arising in
FY2005, FY2006, and FY2007 in the amount of SDR 8.1 billion.



IMF credit outstanding reached an
all-time high of SDR 70 billion in
September 2003, with disbursements
in the first months of the financial
year to Argentina, Brazil, Indonesia,
Turkey, and Uruguay, but declined
rapidly in the second half of FY2004.
During FY2004, total repayments
reached SDR 21.6 billion—including
large repayments by Argentina,
Brazil, Russia, and Turkey and
advance repayments by Thailand
(SDR 0.1 billion), which eliminated
its outstanding IMF credit—exceeding the SDR 17.8 billion
disbursed by the IMF in loans from the GRA. As a result,
IMF credit outstanding amounted to SDR 62.2 billion at
the end of the financial year, SDR 3.5 billion less than a
year earlier.

During the year, five members—Bosnia and Herzegovina,
Brazil, Pakistan, Romania, and Turkey—made repayments
on the expectations schedule (see Box 7.2) in the amount
of SDR 10.8 billion, of which SDR 8.4 billion constituted
SRF repayments by Brazil.5 Six members requested and
were granted extensions of repurchase expectations (Table
7.2).6 As of April 30, 2004, IMF outstanding credit
amounting to SDR 30.6 billion was subject to time-based
repurchase expectations under the policies adopted in
November 2000.

Resources and Liquidity

The IMF’s lending is financed primarily from the fully paid-
in capital (quotas) subscribed by member countries in the
form of reserve assets and currencies.7 General reviews of
IMF quotas, during which adjustments may be proposed in
the overall size and distribution of quotas to reflect devel-
opments in the world economy, are conducted at five-year
intervals. A member’s quota can also be adjusted separately
from a general review to take account of major develop-
ments. The IMF can borrow to supplement its quota
resources and has in place two formal borrowing arrange-
ments (Box 7.3).

Only a portion of the paid-in capital is readily available to
finance new lending because of previous commitments
made by the IMF and the IMF policy of lending only in the

currencies of members that are financially strong. The
IMF’s base of usable resources increased during FY2004
because Thailand was considered sufficiently strong for its
currency to be included in the IMF’s financial transactions
plan. (See Box 7.4.)

The IMF’s liquidity position remained adequate to meet the
needs of its members throughout the year. Following a
strengthening in the first part of FY2004, the one-year for-
ward commitment capacity of the IMF declined, primarily
because of the IMF’s large new commitments to Argentina
and Brazil. (See Box 7.5.) It regained some ground toward
the end of the financial year. (See Figure 7.1.) Overall, the
one-year forward commitment capacity fell slightly in
FY2004, to SDR 58 billion on April 30, 2004, compared with
SDR 61 billion a year earlier.
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Table 7.2 IMF Extension of Repurchase Expectations in FY2004

Amount Extended
Member Period Covered by Extension1 Date of Approval (in millions of SDRs)

Argentina September 03–September 04 September 20, 2003 1,940.7
Brazil March 05–December 06 December 12, 2003 8,096.1
Papua New Guinea July 03–June 04 June 4, 2003 26.0
Serbia and Montenegro September 03-December 03 July 30, 2003 18.8
Turkey May 04–November 05 August 1, 2003 8,273.4
Uruguay June 04–December 04 February 20, 2004 226.6_______

18,581.6

1The period in which extended repurchases were originally due.

5Repurchase expectations were introduced at the time of a review of IMF
facilities completed in FY2001 (see Box 7.2).

6In FY2003, repurchase expectations falling due in FY2004 were extended
for Argentina, Ecuador, Sri Lanka, and Uruguay.

7Quotas also determine a country’s voting power in the IMF, its access to
IMF financing, and its share in SDR allocations.

Box 7.2 Expectations Versus Obligations

The IMF’s Articles of Agreement (Article V, Section 7(b)) specify that
members are expected to make “repurchases” (repayments of loans)
as their balance of payments and reserve position improves. To
encourage early repayment, the review of Fund facilities carried out
in FY2001 introduced time-based repurchase expectations on “pur-
chases” (loan disbursements) made after November 28, 2000, in
the credit tranches, under the Extended Fund Facility, and under the
Compensatory Financing Facility. Purchases under the Supplemental
Reserve Facility have been subject to repurchase expectations since
that facility’s inception; in March 2003, the maturities of SRF expec-
tations and obligations were extended by one year and six months,
respectively. The expectations schedule entails earlier repayments
than the original obligations schedule, as shown in the table.

The time-based repurchase expectations can be extended upon
request by members.

Obligations Expectations
Schedule Schedule

Credit Facility (Years) (Years)

Stand-By Arrangements 3!/4–5 2!/4–4
Compensatory Financing Facility (CFF) 3!/4–5 2!/4–4
Extended Fund Facility (EFF) 4!/2–10 4!/2–7
Supplemental Reserve Facility (SRF) 2!/2–3 2–2!/2



Concessional Financing Activities

The IMF provides concessional assistance—that is, financ-
ing with below-market interest rates and long maturities—
under the Poverty Reduction and Growth Facility (PRGF)
to help its poorest members boost economic growth and
reduce poverty. It also makes grants to eligible members
under the Initiative for Heavily Indebted Poor Countries
(HIPC) to help alleviate excessive debt burdens. A total of
36 member countries received disbursements under the
PRGF during FY2004, and, by end-April 2004, 27 countries

had received financial commitments under the enhanced
HIPC Initiative.

Poverty Reduction and Growth Facility

In 1999, the IMF modified its objectives for concessional
lending to include an explicit focus on poverty reduction in
the context of a growth-oriented economic strategy. The
IMF, along with the World Bank, supports strategies elabo-
rated by the borrowing country in a Poverty Reduction
Strategy Paper (PRSP) prepared with the participation of
civil society and other development partners. Reflecting its
new objectives and procedures, the IMF replaced its
Enhanced Structural Adjustment Facility (ESAF) with the
PRGF to provide financing under arrangements developed
in the context of PRSPs.

During FY2004, the Executive Board approved 10 new
PRGF arrangements for Bangladesh, Burkina Faso,
Burundi, Dominica, Ghana, Honduras, Kenya, Mauritania,
Nepal, and Tanzania, with commitments totaling SDR 955
million (Table 7.3). In addition, the Board approved an aug-
mentation of the existing arrangements for Madagascar in
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Box 7.3 IMF Borrowing Arrangements

The IMF can borrow to supplement its quota-based resources. It
maintains two standing borrowing arrangements with official lenders:
the General Arrangements to Borrow (GAB) and the New Arrange-
ments to Borrow (NAB). The IMF can also borrow from private mar-
kets, although it has never done so. The GAB was established in
1962 to forestall or cope with an impairment of the international
monetary system. The potential amount of credit available to the IMF
under the GAB is SDR 17 billion to be provided by 11 industrial
countries (or their central banks). An additional SDR 1.5 billion is
available under an associated agreement with Saudi Arabia. The lat-
est activation of the GAB took place in July 1998. The NAB, which
took effect in November 1998, was established for a similar pur-
pose. Under the NAB, 26 participants (member countries and official
institutions) have agreed to provide up to SDR 34 billion to the IMF.
The NAB has been activated once, in December 1998.

The NAB is the first and principal recourse in the event the IMF
needs supplementary resources, but the GAB is also available if
needed. The maximum amount of credit available to the IMF under
the NAB and GAB combined is SDR 34 billion. In November 2002,
both the NAB and the GAB were renewed for five years beginning
November and December 2003, respectively. As of April 30, 2004,
the IMF had no outstanding debt.

A more detailed description of the GAB and the NAB is available in
Annual Report 2003, pages 70 and 71.

Table 7.3 PRGF Loans Approved in FY2004

Amount Approved 
Member Type of Arrangement Date of Approval (In millions of SDRs)

Bangladesh 3-year PRGF June 20, 2003 347.0
Burkina Faso 3-year PRGF June 11, 2003 24.1
Burundi 3-year PRGF January 23, 2004 69.3
Dominica 3-year PRGF December 29, 2003 7.7
Ghana 3-year PRGF May 9, 2003 184.5

Honduras 3-year PRGF February 27, 2004 71.2
Kenya 3-year PRGF November 21, 2003 175.0
Mauritania 3-year PRGF July 18, 2003 6.4
Nepal 3-year PRGF November 19, 2003 49.9
Tanzania 3-Year PRGF August 16, 2003 19.6_____

954.7

Madagascar Augmentation March 17, 2004 12.2

Box 7.4 Financial Transactions Plan

The IMF extends loans by providing reserve assets from its own hold-
ings and by calling on financially strong countries to exchange the
IMF’s holdings of their currencies for reserve assets. The members
that participate in the financing of IMF transactions in foreign
exchange are selected by the Executive Board based on an assess-
ment of each country’s financial capacity. These assessments are
ultimately a matter of judgment and take into account recent and
prospective developments in a country’s balance of payments and
reserves, trends in exchange rates, and the size and duration of its
external debt obligations.

The amounts transferred and received by these members are man-
aged to ensure that their creditor positions in the IMF are broadly
equal in relation to their quotas, the key measure of members’ rights
and obligations in the IMF. This is achieved in the framework of an
indicative quarterly plan for financial transactions. The IMF publishes
on its website the outcome of the financial transactions plan for each
quarter three months after the quarter has ended. As of April 30,
2004, the 45 members listed below were participating in financing
IMF transactions.

Australia France Luxembourg Saudi Arabia
Austria Germany Malaysia Singapore
Belgium Greece Mauritius Slovenia
Botswana Hungary Mexico Spain
Brunei Darussalam India Netherlands Sweden
Canada Ireland New Zealand Switzerland
Chile Israel Norway Thailand
China Italy Oman Trinidad and Tobago
Cyprus Japan Poland United Arab Emirates
Czech Republic Korea Portugal United Kingdom
Denmark Kuwait Qatar United States
Finland



the amount of SDR 12.2 million to help
the country recover from the eco-
nomic impact of a cyclone. Total
PRGF disbursements to these coun-
tries and other countries with exist-
ing arrangements amounted to SDR
865 million during FY2004. As of
April 30, 2004, 36 member countries’
reform programs were supported by
PRGF arrangements, with total com-
mitments of SDR 4.4 billion.

Financing for the PRGF is provided
through trust funds administered by
the IMF—the PRGF Trust and PRGF-
HIPC Trust—that are separate from
the IMF’s quota-based resources and
financed by contributions from a
broad spectrum of the IMF’s mem-
bership and the IMF itself.8 The PRGF
Trust borrows funds at market or
below-market interest rates from
central banks, governments, and gov-
ernment institutions and lends these
funds to PRGF-eligible member
countries at an annual interest rate
of 0.5 percent. The PRGF Trust
receives contributions that subsidize
the rate of interest on PRGF loans
and maintains a Reserve Account as
security for loans to the Trust. The
PRGF-HIPC Trust was established to
subsidize PRGF operations during
2002–05 and also provides resources
for HIPC Initiative assistance.

As of April 30, 2004, SDR 15.8 billion
had been made available for PRGF
operations; of this amount, SDR 13
billion had been committed and SDR
11 billion had been disbursed. It is
estimated that the remaining uncom-
mitted SDR 2.7 billion should cover the projected annual
commitments of about SDR 1.3 billion under new PRGF
arrangements through 2005, slightly above the average
annual historical commitments. During FY2004, the IMF’s
Executive Board held discussions on the IMF’s future role in
low-income member countries and explored various
financing options to continue the IMF’s concessional lend-
ing after 2005. Most Executive Directors supported an

option that would allow a self-sustained PRGF to begin in
2006, supplementing its lending capacity with new bilateral
loans (see Box 7.6).

Enhanced HIPC Initiative

Originally launched by the IMF and World Bank in 1996,
the HIPC Initiative was considerably strengthened in 1999
to provide deeper, faster, and broader debt relief for the
world’s heavily indebted poor countries. By April 30, 2004,
27 HIPC-eligible members had reached their decision
points under the enhanced Initiative and one (Côte
d’Ivoire) under the original Initiative only. Of these coun-
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Box 7.5 Forward Commitment Capacity—A Measure of Lending Capacity

The main measure of the IMF’s liquidity is its
forward commitment capacity—a measure of
its capacity to make new loans. The one-year
forward commitment capacity, which indicates
the amount of quota-based resources avail-
able for new lending over the following 12
months, has replaced the traditional liquidity
ratio as the primary measure of the IMF’s
liquidity.

The one-year forward commitment capacity is
defined as the IMF’s stock of usable resources
less undrawn balances under existing arrange-
ments, plus projected repayments during the
coming 12 months, less a prudential balance
intended to safeguard the liquidity of creditors’

claims and to take account of any potential
erosion of the IMF’s resource base. The IMF’s
usable resources consist of its holdings of
SDRs and of the currencies of financially
strong members included in the financial
transactions plan. The prudential balance is
calculated as 20 percent of the quotas of
members included in the financial transactions
plan and of any amounts activated under bor-
rowing arrangements.

Information on the one-year forward commit-
ment capacity is published weekly (Financial
Activities: Week-at-a-Glance) and monthly
(Financial Resources and Liquidity) on the
IMF’s website at ww.imf.org/external/fin.htm.

8For a fuller account of the sources of funds for IMF concessional lending
operations, see Financial Organization and Operations of the IMF, Pam-
phlet No. 45, 6th ed. (Washington: International Monetary Fund, 2001),
available online at www.imf.org/external/pubs/ft/pam/pam45/contents.htm.
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tries, 13 had reached their completion points under the
enhanced Initiative (see also Section 4).

The IMF provides HIPC Initiative assistance in the form
of grants that are used to service part of member countries’

debt to the institution. As of April 30, 2004, the IMF had
committed SDR 1.8 billion in grants to the following
countries: Benin, Bolivia, Burkina Faso, Cameroon,
Chad, Côte d’Ivoire, the Democratic Republic of Congo,
Ethiopia, The Gambia, Ghana, Guinea, Guinea-Bissau,
Guyana, Honduras, Madagascar, Malawi, Mali, Mauritania,
Mozambique, Nicaragua, Niger, Rwanda, São Tomé and
Príncipe, Senegal, Sierra Leone, Tanzania, Uganda, and
Zambia. Five members (Ethiopia, Guyana, Nicaragua,
Niger, and Senegal) reached their completion points
under the enhanced HIPC Initiative during FY2004. As
of April 30, 2004, total disbursements of HIPC Initiative
assistance by the IMF amounted to SDR 1.2 billion
(Table 7.4).

During FY2004, the IMF also approved additional HIPC
assistance (“topping up”) to Ethiopia and Niger at their
completion points on account of exogenous factors deemed
to have fundamentally changed these members’ economic
circumstances and adversely affected their debt sustainabil-
ity. With topping-up assistance for Burkina Faso (approved
in FY2002) included, total additional HIPC assistance for
the three members amounted to SDR 38.8 million, to be
disbursed once satisfactory financing assurances from other
creditors are in place.

Under the enhanced HIPC Initiative, a portion of the assis-
tance committed at the decision point can be disbursed
before the country reaches its completion point. Such assis-
tance from the IMF may amount to up to 20 percent annu-
ally, with a cumulative maximum of 60 percent of the total
committed amount of HIPC assistance. In exceptional cir-
cumstances, the annual and maximum amounts of assis-
tance can be raised to 25 percent and 75 percent,
respectively. During FY2004, SDR 63.8 million of interim
assistance was disbursed to 13 countries.

Financing of PRGF Subsidies and the HIPC Initiative

The financing of the subsidy requirements of the PRGF and
the IMF’s participation in the enhanced HIPC Initiative is
administered through the PRGF Trust and the PRGF-HIPC
Trust. The total cost is estimated at SDR 7.1 billion on a
cash basis through 2019: PRGF subsidies are estimated at
SDR 4.9 billion, and the IMF’s cost of HIPC assistance is
estimated at SDR 2.2 billion. These costs are expected to be
fully met by contributions from member countries and
from the IMF itself.

Bilateral pledges for the PRGF Trust and the PRGF-HIPC
Trust from member countries have come from a cross
section of the IMF’s membership (94 countries have
pledged support), demonstrating broad support for the
PRGF and the HIPC Initiative. Bilateral contributions are
estimated at SDR 3.7 billion on a cash basis through 2019.
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Table 7.4 Status of Commitments of IMF HIPC Assistance
(In millions of SDRs; as of April 30, 2004)

Decision Completion Amount Amount
Member Point Point Committed Disbursed1

Under the original 
HIPC Initiative

Bolivia Sep. 1997 Sep. 1998 21.2 21.2
Burkina Faso Sep. 1997 Jul. 2000 16.3 16.3
Côte d’Ivoire Mar. 1998 — 16.72 —
Guyana Dec. 1997 May 1999 25.6 25.6
Mali Sep. 1998 Sep. 2000 10.8 10.8
Mozambique Apr. 1998 Jun. 1999 93.2 93.2
Uganda Apr. 1997 Apr. 1998 51.5 51.5

Total Original HIPC 235.3 218.6

Under the enhanced 
HIPC Initiative

Benin Jul. 2000 Mar. 2003 18.4 20.1
Bolivia Feb. 2000 Jun. 2001 41.1 44.2
Burkina Faso Jul. 2000 Apr. 2002 16.73 18.1
Cameroon Oct. 2000 Floating 28.5 5.5
Chad May 2001 Floating 14.3 7.2

Congo, Dem. Rep. of Jul. 2003 Floating 228.34 1.1
Ethiopia Nov. 2001 Apr. 2004 26.95 26.9
Gambia, The Dec. 2000 Floating 1.8 0.1
Ghana Feb. 2002 Floating 90.1 25.1
Guinea Dec. 2000 Floating 24.2 5.2

Guinea-Bissau Dec. 2000 Floating 9.2 0.5
Guyana Nov. 2000 Dec. 2003 31.1 34.0
Honduras Jun. 2000 Floating 22.7 8.8
Madagascar Dec. 2000 Floating 16.6 5.6
Malawi Dec. 2000 Floating 23.1 6.9

Mali Sep. 2000 Mar. 2003 34.7 38.5
Mauritania Feb. 2000 Jun. 2002 34.8 38.4
Mozambique Apr. 2000 Sep. 2001 13.7 14.8
Nicaragua Dec. 2000 Jan. 2004 63.5 71.2
Niger Dec. 2000 Apr. 2004 21.66 21.6

Rwanda Dec. 2000 Floating 33.8 10.0
São Tomé and Príncipe Dec. 2000 Floating — —
Senegal Jun. 2000 Apr. 2004 33.8 33.8
Sierra Leone Mar. 2002 Floating 98.5 62.0
Tanzania Apr. 2000 Nov. 2001 89.0 96.4

Uganda Feb. 2000 May 2000 68.1 70.2
Zambia Dec. 2000 Floating 468.8 351.6

Total enhanced HIPC 1,553.3 1,017.8

Grand total 1,788.6 1,236.4

1Includes interest on amounts committed under the Enhanced HIPC Initiative.
2Equivalent to the committed amount of US$22.5 million at decision point exchange rates
(March 17, 1998).

3Excludes commitment of additional enhanced HIPC assistance of SDR 10.93 million subject
to receipt of satisfactory financing assurances from other creditors.

4Amount committed is equivalent to the remaining balance of the total IMF HIPC assistance
of SDR 337.9 million, after deducting SDR 109.6 million representing the concessional ele-
ment associated with the disbursement of a PRGF loan following the DRC’s clearance of
arrears to the IMF on June 12, 2002.

5Excludes commitment of additional enhanced HIPC assistance of SDR 18.19 million subject
to receipt of satisfactory financing assurances from other creditors.

6Excludes commitment of additional enhanced HIPC assistance of SDR 9.664 million subject
to receipt of satisfactory financing assurances from other creditors.



As of the end of April 2004, all pledged
bilateral contributions to the PRGF
Trust, as well as 98 percent of total
contributions to the PRGF-HIPC
Trust, had been made available.
Pledged contributions by 10 coun-
tries, amounting to about SDR 32
million, remain pending.

The IMF’s own contributions
amount to SDR 2.6 billion, of which
SDR 2.2 billion is for the PRGF-
HIPC Trust. The bulk of the contri-
butions comes from the investment
income on the net proceeds of SDR
2.2 billion generated from off-market
gold transactions in 1999–2000 (see
Annual Report 2000, page 71). The
investment income on the gold pro-
ceeds held in the Special Disburse-
ment Account (SDA) may be used up
to a maximum limit of SDR 1.76 bil-
lion to meet the IMF’s share of HIPC
Initiative assistance.

The IMF’s other contributions
include a one-time transfer of SDR
0.4 billion from the SDA to the
PRGF Trust in 1994 and forgone
reimbursement to the GRA from the
PRGF Reserve Account for the
administrative expenses related to
PRGF operations during financial
years 1998–2004, with the equivalent
amount being transferred to the
PRGF-HIPC Trust. In addition, part
of the interest surcharges on financ-
ing provided in 1998 and 1999 under
the Supplemental Reserve Facility, related to activation of
the New Arrangements to Borrow, were transferred to the
PRGF-HIPC Trust. Investment income on the balances in
the two trusts is also applied toward financing PRGF loan
subsidies and HIPC Initiative assistance.

Investment of PRGF, PRGF-HIPC, and SDA Resources

The IMF invests assets supporting the PRGF subsidies and
the HIPC Initiative in a diversified portfolio of fixed-
income securities issued by governments and international
financial institutions. As of April 30, 2004, the value of these
assets totaled SDR 9.7 billion.

In March 2000, the IMF’s Executive Board endorsed invest-
ment objectives and risk-tolerance parameters designed to
supplement returns over time while maintaining prudent

limits on risk.9 Under this revised investment strategy, about
half the assets were invested in bond portfolios, for which
a duration benchmark of 1–3 years was established. The
remaining assets were invested in short-term deposits to
serve as a liquidity tranche and to conform with the admin-
istrative arrangements agreed with certain contributors.
Currency risk is minimized by limiting purchases to securi-
ties denominated in the four currencies of the SDR basket
(euros, Japanese yen, pound sterling, and U.S. dollars), with
regular rebalancing of the basket weights to reflect currency
movements. The World Bank and two private external
managers are currently charged with investing the bond
portfolio assets, consistent with the investment mandate
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Box 7.6 Financing PRGF Operations over the Medium Term

In March 2004, the IMF’s Executive Board
concluded its discussions of the staff paper
“The Fund’s Support of Low-Income Member
Countries: Considerations on Instruments and
Financing.”

The paper provided a preliminary assessment
of the potential magnitude of the financial
resources required to support the IMF’s con-
tinued involvement in low-income member
countries. The staff’s analysis indicated that
(1) for 2004–05, the remaining period of the
interim PRGF, available PRGF resources are
likely to be sufficient to cover projected
requirements; (2) for 2006–10, the focus of
the paper, the projected financing needs
would require a PRGF lending capacity of
SDR 0.8–1.2 billion (about $1.2–1.8 billion)
a year, which is in line with lending levels of
the recent past; and (3) beyond 2010,
financing requirements for PRGF operations
may decline, but it would remain important
for the IMF to maintain the financing capacity
to address low-income members’ balance of
payments needs.

The paper considered the following options
for continuing the IMF’s concessional financ-
ing over the medium term:

■ Three options—the self-sustained PRGF,
sunsetting of the PRGF (allowing it to
expire), and grants—that rely solely on the
resources accumulating in the Reserve
Account of the PRGF Trust were considered.
These alternatives would not provide suffi-
cient financing to meet the projected

annual requirements of SDR 0.8–1.2 bil-
lion in 2006–10.

■ Options that involve using the Reserve
Account resources to subsidize the rate of
charge on General Resources Account
credit under arrangements similar to those
financed by the Extended Fund Facility
could accommodate the projected level of
financing requirements but would represent
a break with the current funding structure
of the IMF’s concessional operations
through trust arrangements.

■ An option that allows a self-sustained
PRGF to begin operations in 2006 while
supplementing its lending capacity with
new bilateral loan resources would provide
sufficient flexibility to meet the projected
financing requirements in 2006–10. This
option would also provide for the continua-
tion of self-sustained PRGF operations at a
significant level beyond 2010.

Most Directors agreed that a financing capac-
ity on the order of SDR 0.8–1.2 billion annu-
ally would provide a reasonable basis for
PRGF lending operations during 2006–10.
Nearly all Directors agreed that the three
financing options that would rely solely on the
resources in the Reserve Account of the PRGF
Trust would be insufficient to meet the pro-
jected financing needs. Most instead sup-
ported the option that would allow a
self-sustained PRGF to begin operations in
2006 while supplementing its lending capac-
ity with new bilateral loans.

9Prior to this shift in investment strategy, these assets had been invested in
short-term SDR-denominated deposits with the Bank for International
Settlements.



and benchmark indices, while the remaining assets are held
in SDR-denominated deposits and medium-term instru-
ments with the Bank for International Settlements (BIS).

A tactical decision to shorten the bond portfolio duration
was made in early 2002, in the face of historically low yields
in the markets of the SDR basket currencies. For the year
ended April 30, 2004, the annual return on the portfolio was
1.7 percent, down from 2.4 percent a year earlier. In the four
years that the investment strategy has been in place, the
annual portfolio return has averaged 3.7 percent.

Post-Conflict Emergency Assistance

The IMF provides emergency assistance to post-conflict
countries, in the form of loans subject to the IMF’s basic
rate of charge. An administered account was established on
May 4, 2001, for contributions by bilateral donors that
would enable the IMF to provide such assistance at a subsi-
dized rate of charge of 0.5 percent a year for countries eligi-
ble for PRGF assistance. During FY2004, one country,
Burundi, received SDR 9.6 million in emergency assistance.
As of April 30, 2004, total pledged grant contributions from
seven countries amounted to SDR 11.2 million, of which
SDR 9.6 million had been received (Table 7.5). Thus far, dis-
bursements have totaled SDR 1.9 million to subsidize the
rate of charge on post-conflict emergency assistance for
seven countries (Albania, Burundi, the Republic of Congo,
Guinea-Bissau, Rwanda, Sierra Leone, and Tajikistan). Of
these, only two countries—the Republic of Congo and
Guinea-Bissau—still have outstanding balances on post-
conflict emergency assistance.

In March 2004, the IMF’s Executive Board broadly endorsed
a proposal to subsidize the rate of charge for emergency
assistance offered to PRGF-eligible countries hit by natural
disasters, as is currently done for post-conflict PRGF-
eligible countries, provided that resources are available.
This proposal is expected to be finalized during FY2005.

Income, Charges, Remuneration, and
Burden Sharing

The IMF, like other financial institutions, earns income
from interest charges and fees levied on its loans and uses
the income to meet funding costs, pay for administrative
expenses, and build up precautionary balances. The IMF’s
reliance on quota subscriptions and internally generated
resources provides some flexibility in setting the basic rate
of charge. However, the IMF also needs to ensure that it
provides creditors with a competitive rate of interest on
their IMF claims.

The basic rate of charge on regular lending is determined
at the beginning of the financial year as a proportion of
the SDR interest rate (see the subsection on SDR develop-
ments below) to achieve an agreed net income target for
the year. This rate is set to cover the cost of funds and
administrative expenses as well as add to the IMF’s
reserves. The specific proportion is based on income and
expense projections for the year and can be adjusted at
midyear if actual net income to that point indicates that
income for the year as a whole is likely to deviate signifi-
cantly from the projections. At the end of the financial
year, any income in excess of the target is refunded to the
members that paid charges during the year; shortfalls are
made up in the following year, in accordance with Board
decisions currently in effect.

The IMF imposes surcharges based on the level of credit
outstanding on loans extended after November 28, 2000, to
discourage unduly large use of credit in the credit tranches
and under Extended Arrangements. The IMF also imposes
surcharges on shorter-term loans under the Supplemental
Reserve Facility. These surcharges vary according to the
length of time credit is outstanding. Income derived from
surcharges is placed in the IMF’s reserves, and the IMF does
not take it into account in determining the net income tar-
get for the year.

The IMF also receives income from borrowers in the form
of service charges, commitment fees, and special charges. A
one-time service charge of 0.5 percent is levied on each loan
disbursement from the General Resources Account. A
refundable commitment fee on Stand-By Arrangements and
Extended Fund Facility credits, payable at the beginning of
each 12-month period, is charged on the amounts that may
be drawn during that period, including amounts available
under the SRF. The fee is 0.25 percent on amounts commit-
ted up to 100 percent of quota and 0.10 percent for
amounts exceeding 100 percent of quota. The commitment
fee is refunded when credit is used in proportion to the
drawings made. The IMF also levies special charges on pay-
ments of overdue principal and on charges that are overdue
by less than six months.
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Table 7.5 Contributions to Subsidize Post-Conflict 
Emergency Assistance

(In millions of SDRs, as of April 30, 2004)

Contribution Contribution Subsidy
Contributor Pledged Received Disbursed

Belgium 0.6 0.6 0.3
Canada 1.6 1.0 —
Netherlands 1.5 1.5 —
Norway 3.0 2.0 —
Sweden 0.8 0.8 0.8
Switzerland 0.8 0.8 —
United Kingdom 2.9 2.9 0.8

Total 11.2 9.6 1.9

Note: Dashes denote zero.



The IMF pays interest (remuneration) to creditors on their
IMF claims (reserve positions) based on the SDR interest
rate. The basic rate of remuneration is currently 100 percent
of the SDR interest rate (the maximum permitted under the
Articles of Agreement), but it may be set as low as 80 per-
cent of that rate (the minimum).

Since 1986, the rates of charge and remuneration have been
adjusted under a burden-sharing mechanism that distrib-
utes the cost of overdue financial obligations between credi-
tor and debtor members. Loss of income from unpaid
interest charges overdue for six months or more is recov-
ered by increasing the rate of charge and reducing the rate
of remuneration. The amounts thus collected are refunded
when the overdue charges are settled. Additional adjust-
ments to the basic rates of charge and remuneration are
made to generate resources for a Special Contingent
Account (SCA-1), which was established specifically to pro-
tect the IMF against the risk of loss resulting from arrears.
In FY2004, the combined adjustment for unpaid interest
charges and the allocation to the SCA-1 resulted in an
increase to the basic rate of charge of 8 basis points and a
reduction in the rate of remuneration of 9 basis points.
The adjusted rates of charge and remuneration averaged
2.17 percent and 1.49 percent, respectively, for the financial
year.

In April 2003, the basic rate of charge for FY2004 was set at
132.0 percent of the SDR interest rate to allow the IMF to
achieve the agreed net income target of SDR 108 million
(excluding income from surcharges). In the event, net
income amounted to SDR 73 million, which fell short of the
target by SDR 35 million, owing mainly to the decline in the
SDR interest rate and lower-than-expected use of credit
during the year, which were partly offset by lower adminis-
trative expenditures in SDR terms. In accordance with the
decisions made by the Board at the beginning of FY2004,
this shortfall is to be recovered by a corresponding increase
in the net income target for FY2005, which is set at SDR 191
million. Income derived from SRF and level-based sur-
charges amounted to SDR 848 million in FY2004. Adjusted
for expenses associated with administering the PRGF Trust
(SDR 58 million)10 and the cost of pension and other post-
retirement provisions (SDR 39 million), total net income
for the year amounted to SDR 824 million. This amount
was added to the IMF’s reserves, of which SDR 790 million
(equivalent to the surcharge income minus the cost of
administering the PRGF Trust) went to the General Reserve
and the remainder to the Special Reserve.

In April 2004, the Executive Board set the basic rate of
charge for FY2005 at 154 percent of the SDR interest rate.
The Executive Board has also decided to conduct a compre-
hensive review of the IMF’s finances and financing mecha-
nism before the end of 2004.

Financial Risk Management and
Precautionary Balances

During FY2004, in view of continued high concentration of
credit and adverse developments in a large borrower’s econ-
omy, the Executive Board considered issues related to both
the way the IMF manages financial risk and the level of the
Fund’s precautionary balances. The IMF mitigates financial
risk by rigorously implementing the policies governing the
use of its resources and carefully managing its liquidity,
while accumulating adequate precautionary balances.11

Financial Risk Management

The principal financial risks faced by the IMF stem from
large arrangements with middle-income countries. As of
end-April 2004, three countries (Argentina, Brazil, and
Turkey) accounted for some 71 percent of all General
Reserve Account credit outstanding, and these three plus
Indonesia and the Russian Federation accounted for 86 per-
cent. The IMF’s Articles of Agreement charge the IMF with
assisting a cooperating member—including in very difficult
circumstances. As a result, the size of the IMF’s loan portfolio
can change dramatically in a short time, as can assessments
of the riskiness of the IMF’s loan portfolio. Sound risk man-
agement requires the IMF to be prepared for the possibility
of payments disruptions, which could arise from the increase
in, and concentration of, its outstanding credit. However, in
view of the cooperative nature of the Fund and its role in
promoting global stability as a public good, diversification of
lending is not, and cannot be, an objective of the Fund.

While the specific features of the IMF’s institutional frame-
work and financing role suggest that high credit concentra-
tion is inevitable in an uncertain world, such concentration
does not embody the same degree of risk for the IMF as
for other financial institutions. Important for mitigating
financial risk is the IMF’s preferred creditor status—that
is, members giving priority to repayment of their obliga-
tions to the IMF over those to other creditors—which is
fundamental to the IMF’s role in the international finan-
cial system and to the IMF’s financing mechanism. Its
preferred creditor status has allowed the IMF to take the
necessary risk to provide financial assistance to members
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10As initially agreed in 1999, the IMF is not reimbursed for the expenses of
administering the PRGF Trust; instead, an equivalent amount is trans-
ferred from the PRGF Trust, through the Special Disbursement Account,
to the PRGF-HIPC Trust.

11For more details, see the IMF’s website at www.imf.org/external/np/sec/pn/
2004/pn0416.htm.



in exceptionally difficult balance of payments situations, in
support of their efforts to implement strong adjustment
policies without resorting to measures destructive of
national and international prosperity.

On a different level, the IMF’s policies on access to, and use
of, IMF resources are, along with effective crisis prevention
and conditionality in support of strong country-owned
programs, the most important elements of the IMF’s risk-
management framework. An IMF member’s commitment
to adopt sound economic policies, the IMF’s conditionality,
and the safeguards in place (including an assessment of the
member’s ability to repay the IMF) reduce the risk to the
IMF of lending and of credit concentration.

The profound changes in the IMF’s lending policies in
recent years in response to the changing global environment
and the growing financial interdependence of members led
to the adoption of the framework for exceptional access in
2003 as a key pillar of the IMF’s enhanced risk-management
framework. Firm application of the criteria governing
exceptional access to IMF resources and rigorous assess-
ments of the risks to the IMF arising from high access and
of the member’s capacity to repay are crucial for effective
risk management. In addition, it is the responsibility of IMF
members benefiting from financial assistance to pay the
IMF back as soon as temporary balance of payments prob-
lems are resolved. Incentives to do so include the IMF’s sur-
charges and the presumption that exceptional access will be
on SRF terms.

Precautionary Balances

To safeguard its financial position, the IMF has a policy of
accumulating precautionary financial balances in the Gen-

eral Resources Account. These precautionary balances con-
sist of reserves and a Special Contingent Account (SCA-1,
see previous subsection). Reserves provide the IMF with
protection against financial risks, including income losses
and losses of a capital nature. The SCA-1 was established as
an additional layer of protection against the adverse finan-
cial consequences of protracted arrears.

Existing precautionary balances have been financed through
the retention of income and the burden-sharing mechanism
(see previous subsection). The net income and the income
from surcharges to the Special and General Reserves are
added to reserves. Under the Articles of Agreement, the
resources in the General Reserve may be distributed by the
IMF to members on the basis of their quota shares. The
IMF may use the Special Reserve for any purpose for which
it may use the General Reserve except distribution. Total
reserves increased to SDR 5.1 billion as of April 30, 2004,
from SDR 4.3 billion a year earlier. The balance in the
SCA-1 amounted to SDR 1.5 billion, compared with over-
due principal of SDR 0.7 billion. SCA-1 resources are to be
refunded after all arrears have been cleared but can be
refunded earlier by a decision of the Executive Board.

In February 2004, the Executive Board reconfirmed as
broadly appropriate the decision taken in 2002 for a target
level of precautionary financial balances of some SDR 10
billion. It was agreed that the adequacy of the level of pre-
cautionary balances and the pace of accumulation, as well
as the application of the burden-sharing mechanism, will
need to be kept under close review.

Quota Developments

Since the IMF’s liquidity position was adequate during the
year and the Thirteenth General Review of Quotas (see
Box 7.7) is at an early stage, there were only a few note-
worthy quota developments in FY2004.

In July 2003, Executive Directors discussed further a num-
ber of issues related to the distribution of quotas of IMF
members.12 The discussion confirmed broad support for a
quota formula that is simpler and more transparent than
the traditional formula. Directors noted that the prelimi-
nary results of calculating quotas using variables broadly
endorsed for inclusion in a new quota formula would not
lead to a significant change in calculated quota shares across
country groups, but a new quota formula would make it
easier to measure how out-of-line the quotas of individual
countries are relative to the size of their economies. As they
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Box 7.7 Twelfth and Thirteenth General Reviews of Quotas

The IMF normally conducts general reviews of members’ quotas
every five years to assess the adequacy of its resource base and to
adjust the quotas of individual members to reflect changes in their
relative positions in the world economy. The Board completed the
Twelfth General Review of Quotas on January 30, 2003, without pro-
posing an increase (or adjustments), which leaves the maximum size
of the quotas unchanged at SDR 213.7 billion.

During the Thirteenth General Review, which began with the comple-
tion of the Twelfth Review, the IMF’s Executive Board will monitor
closely and assess the adequacy of IMF resources, consider meas-
ures to achieve a distribution of quotas that reflects developments in
the world economy, and explore ways to strengthen the governance
of the IMF. The International Monetary and Financial Committee
(IMFC) in April 2004 called on the Executive Board to continue its
work on IMF quotas, voice, and representation, and report on
progress at the IMFC’s next meeting in the fall of 2004. 12For more details, see the IMF’s website at www.imf.org/external/np/sec/pn/

2003/pn03106.htm.



discussed how best to move forward to achieve adjustments
in quota shares, Directors observed that, historically, signifi-
cant adjustments in quota shares tended to take place in the
context of general quota increases. Therefore, most Direc-
tors saw merit in a package that would involve a general
quota increase; ad hoc quota increases aimed at addressing
the clearest cases of shares that are out of line; and an
increase in basic votes specifically aimed at correcting the
erosion of the voting power of the smallest members. Most
Directors recognized that, in view of the IMF’s satisfactory
liquidity position, there was no immediate need for a quota
increase.

As of April 30, 2004, 179 member countries accounting for
99.46 percent of total quotas proposed in 1998 under the
Eleventh General Review of Quotas had consented to, and
paid for, their proposed quota increases. All member coun-
tries eligible to consent had done so by the end of the finan-
cial year, and four member countries were ineligible to
consent to their proposed increases because they were in
arrears to the IMF. On January 28, 2004, the Executive
Board approved an extension of the period for consent to,
and payment of, quota increases under the Eleventh Review
to July 31, 2004. At the close of the financial year, total quo-
tas amounted to SDR 212.8 billion.

SDR Developments

The SDR is a reserve asset created by the IMF in 1969 to
meet a long-term global need to supplement existing
reserve assets. SDRs are allocated to members in propor-
tion to their IMF quotas. A member may use SDRs to
obtain foreign exchange reserves from other members
and to make payments to the IMF. Such use does not
constitute a loan; members are allocated SDRs uncondi-
tionally and may use them to meet a balance of payments
financing need without undertaking economic policy
measures or repayment obligations. However, a member
that uses its allocated SDRs pays the SDR interest rate on
the portion used, while a member that acquires SDRs in
excess of its allocation receives interest at the SDR rate. A
total of SDR 21.4 billion has been allocated to members—
SDR 9.3 billion in 1970–72 and SDR 12.1 billion in
1978–81. The value of the SDR is based on the weighted
average of the values of a basket of major international
currencies, and the SDR interest rate is a weighted average
of interest rates on short-term instruments in the markets
for the currencies in the valuation basket (see Box 7.8). The
SDR interest rate provides the basis for calculating the
interest charges on regular IMF financing and the interest
rate paid to members that are creditors to the IMF. In addi-
tion, the SDR serves as the unit of account for the IMF and
a number of other international organizations.

Financial Operations and Policies

79

7

Box 7.8 SDR Valuation and Interest Rate

Valuation

The value of the SDR is based on the weighted average of the values
of a basket of major international currencies. The method of valua-
tion is reviewed at five-year intervals. Following completion of the lat-
est review, in FY2001, the Executive Board decided on a number of
changes to take account of the introduction of the euro as the com-
mon currency for a number of European countries and the growing
role of international financial markets. Currencies included in the
valuation basket are among the most widely used in international
transactions and are widely traded in the principal foreign exchange
markets. Currencies selected for inclusion in the SDR basket for
2001–2005 are the U.S. dollar, the euro, the Japanese yen, and the
pound sterling (see table).

Interest rate

Since the method for determining the SDR interest rate was
reviewed in FY2001, the weekly interest rate has been determined
on the basis of a weighted average of interest rates (expressed as
equivalent annual bond yields) on short-term instruments in the
markets for the currencies included in the SDR valuation basket,
namely the three-month Euribor (Euro Interbank Offered Rate),
Japanese Government thirteen-week financing bills, three-month
U.K. Treasury bills, and three-month U.S. Treasury bills. During
FY2004, the SDR interest rate evolved in line with developments in
the major money markets, declining to as low as 1.49 percent in
July 2003, its lowest level on record, before gradually increasing to
1.62 percent at the end of April 2004. Over the course of FY2004,
the SDR interest rate averaged 1.58 percent (see figure).

SDR Valuation, as of April 30, 2004

Amount of Exchange U.S. Dollar
Currency Rate1 Equivalent2

Euro 0.4260 1.19680 0.509837
Japanese yen 21.0000 110.23000 0.190511
Pound sterling 0.0984 1.77320 0.174483
U.S. dollar 0.5770 1.00000 0.577000________

1.451831
Memorandum:
SDR 1 = US$1.451831
US$1 = SDR 0.688785

1Exchange rates in terms of U.S. dollars per currency unit except for the Japanese
yen, which is in currency units per U.S. dollar.

2Rounded to six digits.

SDR Interest Rate, 1994–April 2004
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There are two types of SDR allocations:

■ General allocations. Decisions on general allocations of
SDRs are made for successive basic periods of up to five
years and require a finding that an allocation would meet
a long-term global need to supplement existing reserve
assets. A decision to allocate SDRs requires an 85 percent
majority of members’ total voting power. Two general
allocations have been approved. The first was distributed
in 1970–72, the second in 1979–81.

■ Special one-time allocations. In September 1997, the IMF
Board of Governors proposed an amendment to the Arti-
cles of Agreement to allow a special one-time allocation
of SDRs to correct for the fact that more than one-fifth of
the IMF’s membership, which joined after the last general
allocation, has never received an SDR allocation. The spe-
cial allocation of SDRs would enable all members of the
IMF to participate in the SDR system on an equitable
basis and would double cumulative SDR allocations to
SDR 42.9 billion. The proposal will become effective
when three-fifths of the IMF membership (111 members)

representing 85 percent of the total voting power have
accepted the proposal. As of April 30, 2004, 131 members
having 77.57 percent of the total voting power had
agreed, and only acceptance by the United States was
required to implement the proposal.

SDR Operations and Transactions

All SDR transactions are conducted through the SDR
Department (which is a financial entity, not an organiza-
tional unit). SDRs are held largely by member countries and
by official entities prescribed by the IMF to hold SDRs. The
balance of allocated SDRs is held in the IMF’s GRA. Pre-
scribed holders do not receive SDR allocations but can
acquire and use SDRs in operations and transactions with
IMF members and with other prescribed holders under the
same terms and conditions as IMF members. Transactions
in SDRs are facilitated by 13 voluntary arrangements under
which the parties stand ready to buy or sell SDRs for cur-
rencies that are readily usable in international transactions,
provided that their own SDR holdings remain within cer-
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Table 7.6 Transfers of SDRs
(In millions of SDRs)

Financial Years Ended April 30_______________________________________________________________________________________
1996 1997 1998 1999 2000 2001 2002 2003 20041

Transfers among participants and prescribed holders
Transactions by agreement2 8,931 7,411 8,567 13,817 6,639 5,046 3,669 2,858 1,140
Prescribed operations3 1,951 88 86 4,577 293 544 290 1,186 228
IMF-related operations4 704 606 901 756 684 922 866 1,794 925
Net interest on SDRs 319 268 284 289 214 302 228 162 117
Total 11,905 8,372 9,839 19,439 7,831 6,814 5,054 6,000 2,410

Transfers from participants to General Resources Account
Repurchases 5,572 4,364 2,918 4,761 3,826 3,199 1,631 1,955 2,981
Charges 1,985 1,616 1,877 2,806 2,600 2,417 2,304 2,505 2,456
Quota payments 70 — — 8,644 528 65 — 62 16
Interest received on General Resources Account holdings 53 51 44 35 138 118 56 31 18
Assessments 4 4 4 3 3 2 2 2 2
Total 7,683 6,035 4,844 16,249 7,094 5,801 3,993 4,555 5,472

Transfers from General Resources Account to participants 
and prescribed holders

Purchases 6,460 4,060 4,243 9,522 3,592 3,166 2,361 2,215 3,500
Repayments of IMF borrowings — — — 1,429 — — — — — 
Interest on IMF borrowings — — — 46 18 — — — —
In exchange for other members’ currencies 

Acquisitions to pay charges 49 224 20 545 1,577 1,107 1,130 1,598 1,398
Remuneration 1,092 1,055 1,220 1,826 1,747 1,783 1,361 1,175 947
Other 259 27 90 74 1,008 31 94 89 84
Total 7,859 5,366 5,574 13,442 7,942 6,087 4,945 5,077 5,929

Total transfers 27,448 19,773 20,256 49,130 22,867 18,702 13,991 15,632 13,811

General Resources Account holdings at end of period 825 1,494 764 3,572 2,724 2,437 1,485 963 506

Note: — denotes zero.
1As of March 31, 2004, except GRA holdings, which are as of April 26, 2004.
2Transactions by agreement are transactions in which participants in the SDR Department (currently including all members) and/or prescribed holders voluntarily exchange SDRs for currency at
the official rate as determined by the IMF. These transactions are usually arranged by the IMF.

3Operations involving prescribed SDR holders. A prescribed SDR holder is a nonparticipant in the SDR Department that has been prescribed by the IMF as a holder of SDRs.
4Operations in SDRs between members and the IMF that are conducted through the intermediary of a prescribed holder are referred to as “IMF-related operations.” The IMF has adopted a num-
ber of decisions to prescribe SDR operations under the Trust Fund, the SFF Subsidy Account, the SAF, the ESAF, the PRGF, and the HIPC Initiative.



tain limits.13 These arrangements have helped ensure the
liquidity of the SDR system.14

Total transfers of SDRs decreased in FY2004 to SDR 13.8
billion, from SDR 15.6 billion in FY2003. The largest trans-
fers of SDRs (SDR 49.1 billion) took place in FY1999, when
the volume of SDR transactions increased significantly
because of members’ payments for quota increases (see
Table 7.6).

By April 30, 2004, the IMF’s own holdings of SDRs, which
had risen sharply as a result of payments for quota sub-
scriptions in 1999, had fallen to SDR 0.5 billion from about
SDR 1.0 billion a year earlier. SDRs held by prescribed hold-
ers amounted to SDR 0.4 billion. SDR holdings by partici-
pants increased to SDR 20.6 billion from SDR 19.9 billion
in FY2003. SDR holdings of the industrial and net creditor
countries relative to their net cumulative allocation
increased from a year earlier. SDR holdings of nonindustrial
members amounted to 76 percent of their net cumulative
allocations, compared with 72 percent a year earlier.

Safeguards Assessments

In FY2004, the IMF continued its efforts to safeguard GRA,
PRGF, and HIPC resources by conducting safeguards assess-
ments of central banks of borrowing member countries.
Safeguards assessments aim at providing reasonable assur-
ance to the IMF that central banks have adequate frame-
works of reporting, audit, and controls for managing their
resources, including IMF disbursements (see Box 7.9). The
IMF makes recommendations on how central banks can
address the vulnerabilities identified in assessments, thereby
permanently improving controls and operations. The safe-
guards policy focuses on central banks, since they are typi-
cally the recipients of IMF disbursements.

The safeguards assessment framework was adopted as a per-
manent IMF policy by the Executive Board in March 2002,
after a two-year experimental period. The safeguards policy,
initiated against the background of several instances of mis-
reporting to the IMF and allegations of misuse of IMF
resources, aims at supplementing conditionality, technical
assistance, and other means that have traditionally ensured
the proper use of IMF loans.

Safeguards assessments apply to all countries with arrange-
ments for use of IMF resources approved after June 30,
2000, and are conducted whenever a new arrangement is
presented to the IMF Executive Board for approval.
Although safeguards assessments do not formally apply to
countries with staff-monitored programs (SMPs), these
countries are encouraged to undergo an assessment on a
voluntary basis, since, in many cases, SMPs are followed by
formal arrangements with the IMF. In FY2004, the Fund
conducted 20 safeguards assessments of member countries’
central banks, including one voluntary assessment, bringing
the total number completed as of April 30, 2004, to 95. This
total includes 27 abbreviated assessments that were con-
ducted for arrangements in effect before June 30, 2000, and
that examined only one key element of the safeguards
framework, namely, that central banks publish annual
financial statements that are independently audited by
external auditors in accordance with internationally
accepted standards.

Safeguards assessments follow an established set of proce-
dures to ensure consistency in application. All central banks
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Box 7.9 Safeguards Assessment Policy: A Summary

Objective of Safeguards Assessments

■ To provide reasonable assurance to the IMF that a central bank’s
control, accounting, reporting, and auditing systems and legal
framework in place to manage resources, including IMF disburse-
ments, are adequate to ensure the integrity of financial operations
and reporting to the IMF.

Applicability of Safeguards Assessments

■ Central banks with new arrangements for use of IMF resources
approved after June 30, 2000; existing arrangements that are
augmented; member countries following a Rights Accumulation
Program (RAP) under which resources are being committed.

■ Abbreviated assessments of only the external audit mechanism
for member countries with arrangements in effect before June 30,
2000.

■ Voluntary for members with staff-monitored programs.
■ Not applicable to emergency assistance, first-credit-tranche pur-

chases, and stand-alone CFFs.

Scope of Policy—ELRIC

■ External Audit Mechanism;
■ Legal Structure and Independence;
■ Financial Reporting Framework;
■ Internal Audit Mechanism; and
■ Internal Controls System.

Publication References

The staff’s papers and other background information concerning the
safeguards policy are available at www.imf.org/external/fin.htm.

13These include 12 IMF members and one prescribed holder. In addition,
one member has established a one-way (selling only) arrangement with
the IMF.

14Under the designation mechanism, participants whose balance of pay-
ments and reserve positions are deemed sufficiently strong may be
obliged, when designated by the IMF, to provide freely usable currencies
in exchange for SDRs up to specified amounts. The designation mecha-
nism has not been used since 1987, following the set up of the voluntary
arrangements starting in 1986.



subject to an assessment provide a standard set of docu-
ments to IMF staff, who review the information and com-
municate as needed with central bank officials and the
external auditors. The review may be supplemented by an
on-site visit to the central bank to obtain or clarify informa-
tion necessary to draw conclusions and make recommenda-
tions. Such visits are conducted by IMF staff with possible
participation of technical experts drawn from the IMF’s
membership. The review also takes into account the find-
ings and timing of previous safeguards assessments, includ-
ing the results of any follow-up monitoring.

The outcome of a safeguards assessment is a confidential
report that identifies vulnerabilities, assigns risk ratings, and
makes recommendations to the central bank authorities on
the steps needed to mitigate the identified risk. The authori-
ties, who have the opportunity to comment on all safe-
guards assessment reports, are expected to implement the
safeguards assessment recommendations; in some cases,
implementation may become a condition for program sup-
port. The conclusions and agreed remedial measures are
reported in summary form to the IMF Executive Board at
the time of arrangement approval or, at the latest, by the
time of the first review of the country’s performance under
the arrangement, but the safeguards report itself is not
made available to the Board or the general public.

The implementation of safeguards recommendations is
monitored periodically by IMF staff. Safeguards monitoring
begins once the final assessment report is issued to the
authorities and continues as long as credit is outstanding.
The monitoring process primarily entails following up on
the recommendations arising from safeguards assessments
to ensure that (1) commitments made by the authorities
have been fulfilled; and (2) the recommendations have been
satisfactorily implemented. In general, commitments made
by the authorities are monitored in conjunction with over-
all program conditionality, and the main focus of safeguards
monitoring is therefore on the efficacy of implementation.
To this end, IMF staff request periodic updates and may
conduct an on-site monitoring review. Under monitoring,
country authorities must provide their audited financial
statements to the IMF annually, along with any recommen-
dations or special reports prepared by the external auditors
of the central bank.

The findings of safeguards assessments to date have indi-
cated that significant, but avoidable, risks to IMF resources
may have existed in certain cases, although, over time, iden-
tified vulnerabilities have declined in importance and fre-
quency. Experience has shown that central banks are
progressively implementing the measures recommended by
the Fund. In FY2004, central banks continued to implement
assessment recommendations at a high rate (over 92 per-
cent for the most important measures). The main areas of

improvement in central bank operations and controls
resulting from the implementation of safeguards measures
have included (1) establishing independent external audit
policies in accordance with international standards;
(2) reconciling the economic data reported to the IMF
for program-monitoring purposes with the underlying
accounting records of the central bank; (3) improving
the transparency and consistency of financial reporting,
including publication of the audited financial statements;
(4) improving controls over reserves management; and
(5) implementing independent, high-quality internal audit
functions. Central banks have generally embraced the find-
ings of safeguards assessments, and this policy has enhanced
the IMF’s reputation and credibility as a prudent lender
while helping to improve the operations and accounting
procedures of central banks.

On a semiannual basis, IMF staff prepare summary reports
covering the activities and results of the safeguards policy
for the Executive Board. These reports are available on the
IMF website at www.imf.org/external/fin.htm. A comprehen-
sive review of the safeguards policy, with the involvement of
external experts, is scheduled to take place in early 2005.

As in the previous year, in FY2004 IMF staff continued to
enhance communication and dissemination of information
on the safeguards policy to central bank officials, holding
courses on safeguards assessments at the Joint Africa Insti-
tute (Tunis) in June 2003 and at the IMF Institute (Wash-
ington) in November 2003. As of April 30, 2004, 112
officials from 87 countries had attended courses on safe-
guards assessments.

Arrears to the IMF

The strengthened cooperative strategy on overdue financial
obligations to the IMF consists of three essential elements:
prevention, intensified collaboration, and remedial
measures.15

Total overdue financial obligations to the IMF were SDR
2.05 billion at the end of April 2004, up slightly from SDR
2.01 billion at the beginning of the financial year (Table
7.7). Although Sudan’s arrears to the IMF declined as a
result of regular monthly payments in excess of obligations
falling due, overdue financial obligations by the other four
countries with protracted arrears—Iraq, Liberia, Somalia,
and Zimbabwe—continued to increase. As of April 30,
2004, almost all arrears to the IMF were protracted (out-
standing for more than six months), with 45 percent of
them representing overdue principal and the remainder
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15See Annual Report 2001, pages 72 and 73, for background on the IMF’s
strengthened cooperative strategy for dealing with arrears.



overdue charges and interest. More than four-fifths of
arrears were to the GRA, with the remainder to the SDR
Department and the PRGF Trust.

The two countries with the largest protracted arrears—
Sudan and Liberia—account for 77 percent of the overdue
financial obligations to the IMF—with Somalia and Zim-
babwe accounting for most of the remainder.16 Under the
IMF’s strengthened cooperative strategy on arrears, remedial
measures have been applied against the countries with pro-
tracted arrears to the IMF.17 No changes were made in the
strengthened cooperative strategy on arrears during FY2004.

The IMF’s Executive Board reviewed the overall arrears
strategy and extended the rights approach18 for one more
year. The Board also conducted several reviews of individual
member countries’ overdue financial obligations to the IMF
during FY2004:

■ In September 2003, the Board postponed the scheduled
review of Liberia’s overdue financial obligations to the
IMF because of the highly unsettled political and secu-
rity situation in the country and the lack of reliable data
on economic developments, which precluded an assess-
ment of the country’s economic policy and performance.
Subsequently, on March 1, 2004, the Board held its first
review following the suspension of Liberia’s voting and
related rights in the IMF on March 5, 2003. At the March
2004 review, the Board welcomed the willingness of the
National Transitional Government of Liberia to improve
relations with the IMF and its initial steps in restoring a
functioning economy and government. The Board also

welcomed the transitional government’s
resumption of monthly payments to the
IMF of US$50,000. It discussed the
modalities of future IMF engagement
with Liberia, stressing that a continued
track record of cooperation and strong
policies would be needed to lay the
basis for normalizing relations with the
institution and other creditors over
time. In light of these first steps in
improving cooperation with the IMF
on both policies and payments and
Liberia’s limited technical capacity and
overwhelming reconstruction needs,

the Board approved the resumption of technical assis-
tance to Liberia.

■ The Board twice reviewed Sudan’s overdue financial obli-
gations to the IMF—on June 6, 2003, and on February 20,
2004. During the June review, the Board noted the favor-
able policy performance achieved by the Sudanese author-
ities under the 2002 staff-monitored program (SMP) and
Sudan’s commitment to a modest increase in monthly
payments to the IMF. It welcomed the agreement on a
new SMP for 2003 and urged Sudan to fully implement
the macroeconomic and structural policies specified in
the program. At the February review, the Board noted the
continued favorable policy performance achieved by the
Sudanese authorities under the 2003 SMP.

■ The Board on two occasions reviewed Zimbabwe’s over-
due obligations to the IMF. On June 6, 2003, the Board
decided to suspend the voting and related rights of Zim-
babwe against the background of the country’s increas-
ing arrears and little improvement in economic policy. In
its December 3, 2003, review, the Board noted its inten-
tion to initiate promptly the procedure on compulsory
withdrawal with respect to Zimbabwe. On February 6,
2004, the Managing Director issued a complaint to the
Executive Board with respect to the compulsory with-
drawal of Zimbabwe from the IMF. This complaint was
placed on the Executive Board’s agenda for substantive
consideration on July 7, 2004.

As of end-April 2004, Liberia, Somalia, Sudan, and Zim-
babwe were ineligible under Article XXVI, Section 2(a)
to use the general resources of the IMF. In addition,
Zimbabwe had been removed from the list of PRGF-
eligible countries. Declarations of noncooperation—
a further step under the strengthened cooperative arrears
strategy—were in effect for Liberia and Zimbabwe, and the
voting and related rights of Liberia and Zimbabwe in the
IMF were suspended. In addition, a complaint with respect
to the compulsory withdrawal of Zimbabwe from the IMF
remained outstanding.
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Table 7.7 Arrears to the IMF of Countries with Obligations Overdue by 
Six Months or More, by Type and Duration

(In millions of SDRs; as of April 30, 2004)

By Type__________________________________________
General By Duration____________________

Department SDR Trust Less than More than
Total (incl. SAF) Department Fund PRGF 6 months 6 months

Iraq 54.3 — 54.3 — — 1.0 53.3
Liberia 504.4 450.0 24.2 30.2 — 2.6 501.8
Somalia 219.9 201.6 10.3 7.9 — 1.3 218.6
Sudan 1,070.2 991.2 0.1 78.9 — 3.9 1,066.3
Zimbabwe 196.7 118.3 — — 78.4 18.1 178.7
Total 2,045.5 1,761.1 88.9 117.0 78.4 26.9 2,018.7

16Iraq’s overdue net SDR charges and assessments account for 3.1 percent.
17In two cases (Iraq and Somalia), the application of remedial measures has

been postponed because of civil conflicts, the absence of a functioning
government, and/or international sanctions.

18Established in 1990, the rights approach permits a member to establish a
track record on policies and payments to the IMF under a rights accumu-
lation program and to earn “rights” to obtain IMF resources under suc-
cessor arrangements following the completion of the program and
settlement of the arrears to the IMF.
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Budget, Human Resources,
and Organization

Financial year 2004 saw continued budgetary con-
straint and reform; management and senior staff

changes; and departmental reorganization to reflect
evolving circumstances.

The IMF’s administrative budget for FY2004, which
authorized total expenditures of $837.5 million,
was underspent by $31.4 million, as the Fund con-
tinued to modernize its internal budgetary proce-
dures, prioritized the allocation of resources, and
retained a cap on the number of staff positions. Total
capital spending was within the approved budget of
$39.6 million. In October 2003, the Fund created a
new internal committee to advise management on
resource allocations for the FY2005 budget.

Management changes during the financial year
included the resignation of Managing Director Horst
Köhler in March 2004, following his acceptance of his
nomination for the position of President of Germany.
He was succeeded by Rodrigo de Rato in June 2004.
Deputy Managing Director Eduardo Aninat left the
Fund in June 2003 and Deputy Managing Director
Shigemitsu Sugisaki retired in January 2004. They
were succeeded by Agustín Carstens and Takatoshi
Kato, respectively.

There were also a number of departmental changes.
The European II Department, formed in 1992 to
assist the Baltic countries, Russia, and other countries
of the former Soviet Union with their transition to a
market economy, was dissolved as the central and east
European countries prepared to join the European
Union. The countries formerly within the purview of
this department were transferred to the European
Department and the Middle East and Central Asia
Department (formerly the Middle Eastern Depart-
ment). In addition, the African Department was reor-
ganized toward the end of the financial year to
strengthen its capacity to support the low-income
countries that fall under its responsibility.

Administrative and Capital Budgets

The IMF’s Administrative Budget, which covers the
period from May 1 through April 30, provides funds
for personnel costs, travel, and other recurrent
expenses. It is approved by the IMF Executive Board
on both a gross and a net basis. The gross budget
includes expenditures that are funded from “reim-
bursements”—mainly external donor contributions
for capacity building (technical assistance and train-
ing of member country officials) and a small amount
of revenue from publications. The net budget is
funded from the net income of IMF operations. The
Executive Board sets limits on gross and net expendi-
tures and a ceiling on full-time (both open-ended
and limited-term) staff positions. The Executive
Board also sets a three-year ceiling on expenditures
for capital projects—building facilities, including
regulatory-mandated and security-related upgrades,
and information technology projects—starting in the
forthcoming fiscal year.

Budget Reforms

Following an external review in 2001, the IMF is in
the process of modernizing its internal budgetary
procedures and practices with a view to adopting, to
the extent practical and appropriate for the institu-
tion, an output-focused budget system along the lines
of those that have evolved in the public sector of
many industrial countries.

Consistent with this objective, the IMF has shifted to
dollar budgeting, while retaining a limit on the num-
ber of staff positions; created a top-down dollar limit
on the size of the Administrative Budget; reintro-
duced a medium-term expenditure framework;
required the preparation of departmental business
plans for the delivery of services, both to member
countries and to other departments; developed a
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revised output and activity structure, to classify Fund
departments’ services; revised the internal accounts struc-
ture to facilitate budget management at the departmental
level; provided to the Executive Board information on the
full costs of new policy initiatives and financing proposals
as appropriate; and revamped the capital budget procedures
to bring them into line with standard practices.

In FY2004, along with the consolidation of the above
reforms, additional changes focused on better prioritizing
the allocation of resources, improving the costing of activi-
ties, and developing performance indicators. In October
2003, the internal Committee on Budget Priorities (CBP)
was created to advise management on resource allocations
for the FY2005 budget. In considering the broad allocation
of resources to outputs, the CBP took into account the
likely costs of new or expanded policies; anticipated pres-
sures from program or other intensive country work; pro-
jected demands for other primary outputs, including work
on technical assistance, research, standards and codes, and
external training; existing pressures on IMF staff or other
resources; and the scope for reducing or streamlining exist-
ing activities. Essential groundwork has also been done to
improve cost allocation by developing better measures and
apportionment of overheads. A task force on performance
indicators recommended that the Fund develop a system of
standards, emphasizing that, to be successful, the system
should be developed with adequate time, ownership, and
resources to support it.

In FY2005, the Fund will continue reform efforts already
under way in three areas: a new time-reporting system
(TRS), a new cost-allocation system to complement the
TRS, and a pilot program of performance indicators for
certain IMF activities. These reforms will be supported by a
determined effort to improve computerized management
information systems, under the guidance of the interdepart-
mental Information Technology Policy Committee. A large
part of this work is being outsourced.

As part of its budget reforms, the IMF has also begun
undertaking departmental reviews incorporating a zero-
based approach. The reviews, led by the Office of Internal
Audit and Inspection (OIA) with the participation of the
Office of Budget and Planning (OBP), aim to identify activ-
ities that are of lower priority in meeting the goals of the

Fund and that may offer scope for resource reallocation to
higher priority areas. In addition, like earlier OIA exercises,
the reviews assess the effectiveness of departmental man-
agement in achieving the department’s mission and goals.
The goal is to undertake two such departmental reviews
each year.

Budgets and Actual Expenditure in FY2004

The IMF’s Administrative Budget for the financial year that
ended April 30, 2004 (FY2004) authorized total expenditure
of $837.5 million (or $785.5 million net of reimburse-
ments). The FY2004 Capital Budget made provision for
expenditure of $39.6 million on projects commencing in
FY2004, including $13.2 million for building facilities proj-
ects and $26.4 million for information technology projects.

The Administrative Budget outturn for FY2004 amounted
to $806.1 million on a gross basis, $31.4 million (3.7 per-
cent) less than estimated in the original budget. This under-
spending was composed of $9.6 million in personnel
expenses, $9.1 million in travel, and $12.7 million for other
activities, including $5.0 million of unused contingencies.
Reimbursements were larger than budgeted because of a
more active pursuit of rebates and discounts in negotiating
airfares and increasing external donors’ contributions for
technical assistance and training activity. On a net basis, the
FY2004 Administrative Budget was under by 4.8 percent.

The budget underrun reflected a combination of lower-
than-planned outputs, efficiency gains, and lower-than-
projected input costs.

Total measured outputs were below planned levels in bilat-
eral and regional surveillance, use of Fund resources, and
capacity building, while for the other two primary
outputs—(1) policy development, research, and operation
of the international monetary system, and (2) standard
setting—output levels were closer to departments’ aggregate
business plans. This underdelivery of outputs was driven
largely by higher-than-anticipated staff vacancies, in part
the result of major organizational changes.

Significant efficiency gains were achieved on travel. The
volume of travel fell relative to FY2003, in part because
missions, particularly those for Article IV consultations and
Financial Sector Assessment Program exercises, and those
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of functional departments, were shorter and mission teams
were smaller.

On the input side, in addition to an overall higher vacancy
rate for staff positions, lower-than-budgeted personnel
costs were mainly the result of lower expenditure on outside
experts and changes to the U.S. tax code. The lower-than-
planned expenditure on experts reflects a greater shift
toward a more strategic (upstream) focus in technical assis-
tance delivery, with a related move away from long-term
resident experts to short-term assignments. The reduction
in income tax rates under the U.S. Jobs and Growth Tax
Relief Reconciliation Act of 2003, enacted after the Fund’s
FY2004 budget was approved, resulted in close to $4 million
less expenditure on tax allowances than projected in the
budget.

Total capital spending in FY2004 was within the approved
budget. The Headquarters 2 building project remains
within the $149.3 million budget approved by the Executive
Board in April 2002 and on track with the revised project
schedule (see Box 8.1). Information on the actual expendi-
tures of the Administrative Budgets for FY2002 through
FY2004 and budgeted expenditures for FY2004 and FY2005
is provided in Table 8.1.

Budgets for FY2005

On April 28, 2004, the Executive Board approved a gross
Administrative Budget of $905.1 million ($849.6 million
net of estimated reimbursements) for FY2005.1 This

amount includes a contribution to the Staff Retirement
Plan equivalent to 14 percent of gross staff remuneration
($74 million). It reflects a decision to normalize the annual
budgetary contribution to the Staff Retirement Plan at this
14 percent rate, with drawings from or additions to reserves
to be made depending on the actuarial assessment of the
required contribution rate. Excluding this contribution to
the Staff Retirement Plan, the FY2005 budget represents an
increase of 2.4 percent in gross terms (2.1 percent in net
terms) over the FY2004 approved budget.

In line with the overarching objective of maintaining the
present size of the institution, the FY2005 administrative
budget is designed to fund the IMF’s principal strategic goals
(as reflected in the April 19, 2004, Report of the Acting Man-
aging Director to the International Monetary and Financial
Committee on the IMF’s Policy Agenda). These are strength-
ening the framework for surveillance and crisis prevention;
devising more effective crisis resolution strategies; assisting
low-income countries to achieve the high and sustainable
growth needed to reduce poverty and make decisive progress
toward the Millennium Development Goals; and enhancing
member countries’ institutional capacity.

To help the Fund achieve these goals, the FY2005 budget
includes the following:

■ Twelve additional staff positions in the African Depart-
ment to strengthen the IMF’s work in the region; a new
unit will assist in integrating poverty and social impact
analysis into the IMF’s work on low-income countries.

■ Establishment of a Middle East Technical Assistance
Center to augment the Fund’s capacity-building work in
that region.
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Table 8.1 Administrative Budgets, Financial Years 2002–051

(In millions of U.S. dollars)

Financial Year Ended Financial Year Ended Financial Year Ending Financial Year Ended Financial Year Ending
April 30, 2002: April 30, 2003: April 30, 2004: April 30, 2004: April 30, 2005:
Actual Expenses Actual Expenses Budget Actual Expenses Budget

Administrative Budget
Personnel expenses

Salaries 320.7 337.1 359.7 355.9 373.8
Benefits and other expenses 161.0 191.3 206.1 200.3 259.9
Subtotal 481.7 528.4 565.8 556.2 633.7

Other expenses
Travel 94.4 79.9 100.6 91.5 97.6
Other expenses 145.3 155.7 171.1 158.4 173.8
Subtotal 239.6 235.6 271.72 249.9 271.43

Total Administrative Budget (gross) 721.3 764.0 837.5 806.1 905.1
Reimbursements (44.6) (44.1) (52.0) (58.5) (55.5)

Total Administrative Budget (net) 676.7 719.9 785.5 747.6 849.6

Note: Figures may not add due to rounding.
1Administrative budgets as approved by the Board for the financial years ending April 30, 2004, and April 30, 2005, compared with actual expenses for the financial years ended April 30,
2002, April 30, 2003, and April 30, 2004.

2Includes $5 million in contingency reserves—$1 million for travel, $1 million for other expenditures, and $3 million for central staff allocation.
3Includes $3 million in contingency reserves—$1 million for travel, $1 million for other expenditures, and $1 million for central staff allocation.

1The budget document can be accessed electronically at www.imf.org/
external/np/obp/budget/040104.htm.



■ Enhanced work on regional surveillance and, in line with
the IMF’s Independent Evaluation Office recommenda-
tions, regular ex post assessments of countries that bene-
fit from the prolonged use of Fund resources.

The Fund will be able to implement these initiatives by
redeploying positions and dollar resources freed up by effi-
ciency gains in support activities, streamlining its work in
Europe and Asia, and reducing or eliminating lower-
priority activities. The FY2005 Administrative Budget also
provides for an expanded anti-money-laundering and
combating the financing of terrorism (AML/CFT) program.
The Fund will meet the costs of this program by redeploy-
ing staff and resources and relying on external finance (for
related technical assistance). Three staff positions will be
added for the program, raising the total number of posi-
tions to 2,802.

In line with the above plans and priorities for FY2005, area
departments, as a group, plan to increase the share of their
resources devoted to surveillance by 0.5 percentage point,
from 46 percent in FY2004; functional and support depart-
ments plan to devote a greater share of their resources to
the support of the use of Fund resources in low-income
countries. Overall, departments also plan a small increase of
resources devoted to research on crisis prevention and the
international financial architecture, and to capacity build-
ing, particularly for the regional technical assistance centers.
The estimated share of each activity in the total output
funded from the net Administrative Budget is shown in
Figure 8.1.

In terms of input costs, the FY2005 Administrative Budget
takes account of lower projected price increases for FY2005
and incorporates a squeeze on volumes. Contingency provi-
sions for FY2005 have also been reduced from $5 million in
the FY2004 budget to $3 million. Relative to the FY2004
budget, the FY2005 budget provides for an increase of
3.9 percent in personnel expenses, whereas the provision for
nonstaff salaries (for consultants and contractual employ-
ees) is broadly constant in nominal terms. Taken together,
the provision for all nonpersonnel (travel plus other)
expenditures in FY2005 will fall slightly, in nominal terms,
relative to the FY2004 budget.

The three-year Capital Plan for FY2005–FY2007, which
covers all new capital projects scheduled to start in each of
the next three years and underpins the FY2005 capital
budget, is costed at $123 million, compared with $115 mil-
lion for the FY2004–FY2006 plan approved in FY2003. The
increase is accounted for by the cost of heightened security.
With the completion of the new Headquarters 2 building,
no additional major building works are planned over the
medium term. Investment in information technology will
decrease, following the recent spike in capital spending
associated with the replacement of the Fund’s main admin-

istrative and financial information systems over the past
two fiscal years.

Against this background, the FY2005 Capital Budget
amounts to $31.8 million, consistent with the three-year
ceiling on expenditures for capital projects. This year’s
capital budget includes the heightened-security projects
mentioned above, further integration of economic data-
bases, and the core network infrastructure for the new
building.

The Medium-Term Expenditure Framework

Since FY2002, the IMF has prepared an annual, medium-
term expenditure framework that reflects the cost, with the
number of staff positions unchanged, of policies covering
the current and each of the following two financial years.
The framework allows for the same price increases for per-
sonnel, travel, and other expenditures as are assumed in the
FY2005 budget. This year’s expenditure framework takes

(As a percent of net Administrative Budget)
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Box 8.1 New Headquarters Building

Construction is progressing well on a second IMF building adjacent
to the existing headquarters. The new building will enable the IMF to
accommodate its entire staff within a single headquarters complex
and reduce overall costs by eliminating the need to lease commer-
cial office space. Construction of the new building began in October
2002. Occupancy is currently scheduled to be completed in mid-
2005, which is earlier than the original schedule of January 2006.
The Fund expects to lease out retail space on the first floor of the
building.

Capacity-building services 
22.5%

Use of IMF resources 
33.6%

Bilateral and regional 
surveillance 

30.4%

Standard-setter/provider of  
standardized information 

4.4%

Policy development, research, 
and operation of international 

monetary system 
9.1%

Figure 8.1 Projected Share of Resources by Output 
Category, FY2005



into account the location and the cost of the Annual Meet-
ings (Washington, D.C., in FY2005 and FY2006 and Singa-
pore in FY2007) and the opening of the Headquarters 2
building (including the move-in costs, the savings in lease
and other rented-property costs, and the operating costs of
the new building). Based on the above assumptions and
adjustments, the Fund’s net administrative expenditures are
expected to increase by 3.6 percent in FY2006 and 3.8 per-
cent in FY2007.

Human Resources

The Managing Director appoints a staff whose sole respon-
sibility is to the IMF, whose efficiency and technical compe-
tence are expected to be, as set forth in the Articles of
Agreement, of the “highest standards,” and, subject to “the
paramount importance” of securing such standards, whose
diversity by nationality should reflect its membership, with
“due regard to the importance of recruiting personnel on as
wide a geographical basis as possible.”

The goals of the IMF require that all who work for the insti-
tution observe the highest standards of ethical conduct,
consistent with the values of integrity, impartiality, and dis-
cretion, as set out in the IMF Code of Conduct and its Rules
and Regulations. In accordance with these high standards,
the IMF relies on a financial certification and disclosure
process for staff and other internal controls to prevent
actual or perceived conflicts of interest.

To provide the continuity and institutional memory from
which the membership benefits, the IMF has an employ-
ment policy designed to recruit and retain a corps of inter-
national civil servants interested in spending a career, or a
significant part of a career, at the IMF. At the same time, the
IMF recognizes the value of shorter-term employment and
recruitment of mid-career professionals, given the changing
labor market and the benefit of fresh perspectives. In the
case of a number of skills and jobs—relating mainly to cer-
tain services and highly specialized economic and financial
skills—business considerations have called for shorter-term
appointments or for outsourcing.

As of December 31, 2003, the IMF employed 1,954 profes-
sional and managerial staff (about two-thirds of whom
were economists) and 739 staff at the assistant level. In
addition to its staff, the IMF had 317 contractual employees
on its payroll, including technical assistance experts, con-
sultants, and other short-term employees not subject to the
staff ceiling. Of the IMF’s 184 member countries, 141 were
represented on the staff. (See Table 8.2 for the evolution of
the nationality distribution of IMF professional staff since
1980.)

Changes in Management and Senior Staff

Managing Director Horst Köhler resigned from the Fund
on March 4, 2004, following his acceptance of his nomina-
tion for the position of President of Germany. In its April
Communiqué, the IMFC paid tribute to Mr. Köhler for his
leadership of the IMF during the past four years and his
work to promote close international cooperation so that all
can share in the benefits of globalization. On May 4, 2004,
the Executive Board selected Rodrigo de Rato to serve as
Managing Director for a five-year term, which began on
June 7, 2004. A national of Spain, Mr. de Rato was Minister
of Economy and Vice President for Economic Affairs during
2000–04, prior to which he served as Spain’s Minister of
Economy and Finance.

Deputy Managing Director Shigemitsu Sugisaki retired
from the Fund on January 31, 2004, having served as
Deputy Managing Director since February 1997, prior to
which he had been Special Advisor to the Managing Direc-
tor since August 1994. Takatoshi Kato took up his position
as Deputy Managing Director on February 4, 2004, follow-
ing a distinguished career in the Japanese government,
international organizations, and academia, which included
appointments as Japan’s Vice Minister of Finance for Inter-
national Affairs and more recently as Advisor to the Presi-
dent of Bank of Tokyo-Mitsubishi and Visiting Professor at
Waseda University.

Agustín Carstens assumed office as Deputy Managing
Director on August 1, 2003, succeeding Eduardo Aninat.
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Table 8.2 Distribution of Professional and Managerial
Staff by Nationality1

(In percent)

Region2 1980 1990 2003

Africa 3.8 5.8 5.4

Asia 12.3 12.7 15.5
Japan 1.4 1.9 1.5
Other Asia 10.9 10.8 14.0

Europe 39.5 35.1 34.5
France 6.9 5.5 4.4
Germany 3.7 4.3 5.0
Italy 1.7 1.4 2.8
United Kingdom 8.2 8.0 5.4
Transition economies — — 4.5
Other Europe 19.0 15.9 12.4

Middle East 5.4 5.5 4.6

Western Hemisphere 39.1 41.0 40.1
Canada 2.6 2.8 3.8
United States 25.9 25.9 24.6
Other Western Hemisphere 10.6 12.3 11.7

Total 100.0 100.0 100.0

1Includes staff in Grades A9–B5.
2Regions are defined broadly on the basis of the country distribution of the IMF’s area
departments. The European region includes Russia and countries of the former Soviet Union.
The Middle East region includes countries in North Africa.



Prior to taking up his current posi-
tion he was Mexico’s Deputy Secre-
tary of Finance, and from 1999–2000,
after a career at the Banco de México,
he served as an Executive Director at
the IMF.

Raghuram G. Rajan took up his post
as Economic Counsellor and Direc-
tor of the Research Department in
October 2003. Before his appoint-
ment, he taught at the Graduate
School of Business at the University
of Chicago, where he is the Joseph L.
Gidwitz Professor of Finance.

Recruitment and Retention

In 2003, 175 people joined the IMF
staff, compared with 216 in 2002.
The new recruits included 74 econo-
mists, 51 professionals in other spe-
cialized career streams, and 50
assistants. Thirty-two of the recruits
were mid-career economists, and
35 entered the two-year Economist
Program, which is designed to famil-
iarize entry-level economists with
the work of the IMF. Participants in
the program are placed in two differ-
ent departments, for 12 months
each. Those who perform well are offered regular staff
appointments.

During 2003, 167 staff members, 112 of whom were in
professional and managerial grades, separated from the
organization. The separation rate for these staff was 
6.0 percent.

Salary Structure

To recruit and retain the highly qualified staff it needs, the
IMF has developed a compensation and benefits system
designed to be internationally competitive, to reward per-
formance, and to take account of the special needs of a
multinational and largely expatriate staff. The IMF’s staff
salary structure is reviewed annually by the Executive Board
and, if warranted, adjusted on the basis of a comparison
with salaries paid by selected private financial and industrial
firms in the United States, France, and Germany, and in
representative public sector agencies, mainly in the United
States. After analyses of updated comparator salaries, the
salary structure was increased by 4.0 percent for FY2004,
and the Board approved an increase of 3.6 percent for
FY2005 (Table 8.3).

Management Remuneration

Reflecting the responsibilities of each management position
and the relationship between the management and staff
salary structures, the salary structure for management as of
July 1, 2003 is as follows:

Managing Director $344,8202

First Deputy Managing Director $302,410
Deputy Managing Directors $288,010

Management remuneration is subject to periodic structural
reviews by the Executive Board and annual revisions. It is
autonomous and not formally linked to remuneration in
other international organizations.

Executive Board Remuneration

Upon the recommendation of the Board of Governors’
Committee on the Remuneration of Executive Directors,
the Governors approved increases of 3.5 percent in the
remuneration of Executive Directors and their Alternates

Budget, Human Resources, and Organization

89

8

Table 8.3 IMF Staff Salary Structure
(In U.S. dollars, effective May 1, 2004)

Range Range
Grade Minimum Maximum Illustrative Position Titles

A1 23,930 35,930 Not applicable (activities at this level have been outsourced)

A2 26,810 40,210 Driver

A3 30,000 45,020 Staff Assistant (Clerical)

A4 33,620 50,460 Staff Assistant (Beginning Secretarial)

A5 37,710 56,530 Staff Assistant (Experienced Secretarial)

A6 42,120 63,280 Senior Secretarial Assistant, Other Assistants (e.g., Editorial, Computer
Systems, Human Resources)

A7 47,250 70,890 Research Assistant, Administrative Assistant

A8 52,920 79,420 Senior Administrative Assistants (e.g., Accounting, Human Resources)

A9 56,280 84,480 Librarian, Translator, Research Officer, Human Resources Officer

A10 64,730 97,130 Accountant, Research Officer, Administrative Officer

A11 74,350 111,570 Economist (Ph.D. entry level), Attorney, Specialist (e.g., Accounting,
Computer Systems, Human Resources)

A12 83,250 124,930 Economist, Attorney, Specialist (e.g., Accounting, Computer Systems, Human
Resources)

A13 93,280 139,900 Economist, Attorney, Specialist (e.g., Accounting, Computer Systems, Human
Resources)

A14 104,460 156,720 Deputy Division Chief, Senior Economist 

A15/B1 118,040 177,120 Division Chief, Deputy Division Chief 

B2 136,090 197,470 Division Chief, Advisor

B3 161,720 210,430 Assistant Department Director, Advisor

B4 188,460 235,580 Deputy Department Director, Senior Advisor

B5 221,910 266,410 Department Director

Note: Because IMF staff other than U.S. citizens are usually not required to pay income taxes on their IMF compensation, the
salaries are set on a net-of-tax basis, which is generally equivalent to the after-tax take-home pay of the employees of the public
and private sector firms from which IMF salaries are derived.

2In addition, a supplemental allowance of $61,700 is paid to cover
expenses.



effective July 1, 2003. The remuneration of Executive Direc-
tors is $188,980.3 The remuneration of Alternate Executive
Directors is $163,470.4

Diversity

During 2003, the Executive Board continued to emphasize
the importance of staff diversity in improving the IMF’s
effectiveness as an international institution. Notable pro-
gress was achieved in the recruitment and promotion of
several underrepresented staff groups, but more still has to
be done to reach a balanced regional representation in all
grade groups. At the managerial level, the shares of women
and of staff from developing countries rose slightly, to
15.4 percent and 31.1 percent, respectively. In both cate-
gories there is still room for improvement.

The IMF places strong emphasis on
people management skills and diver-
sity sensitivity in assessing the per-
formance of supervisors and in
recruitment and promotion decisions,
which are of particular importance in
an institution with a diverse work-
force. Since 1995, the Senior Advisor
on Diversity, who reports to the
Managing Director, has advised and
assisted management, the Human
Resources Department (HRD), and
other departments on ways to
strengthen and monitor nationality
and gender diversity (Tables 8.2, 8.4,
and 8.5) and on diversity manage-
ment. In line with the IMF’s diversity
strategy, HRD continues to focus on
integrating diversity into its human
resource management policies, proce-
dures, and practices.

An Enhanced Diversity Action Plan
was introduced in 2003. The plan
includes quantitative and qualitative
benchmarks for the most underrep-
resented staff groups—women and
staff from developing countries, and
nationals of African, Middle Eastern,

and emerging market countries. A Fundwide mentoring
program was established for mid-career newcomers, and
selection procedures and the special appointee program
were revised to improve the Fund’s response to diversity
needs. Family-friendly work arrangements and benefits
were reinforced. The IMF also strengthened its policy on
discrimination and consolidated previous policies and
statements related to discrimination in one document.

Achieving satisfactory diversity of staff in an institution that
emphasizes career employment is a continuing challenge
that requires concerted effort. Progress is monitored and
problems are reported in a transparent manner in various
formats—including the Diversity Annual Report—on the
IMF website. The Fund’s Senior Advisor on Diversity works
closely with HRD and other departments to identify needs
and opportunities for promoting diversity in each depart-
ment’s annual human resources plan, which provides a
business-relevant and systematic framework for the IMF’s
diversity efforts. Typically, departmental and Fund-wide
diversity actions include initiatives in recruitment and
career planning, orientation and mentoring for newcomers,
and measures to improve performance assessment and
management selection and development. The Fund is mak-
ing special efforts to increase the transparency of human
resource policies, procedures, and statistics.
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Table 8.4 Distribution of Staff by Gender

1980 1990 20031_________________ _________________ _________________
Number Percent Number Percent Number Percent

All staff 1,444 100.0 1,774 100.0 2,693 100.0
Women 676 46.8 827 46.6 1,239 46.0
Men 768 53.2 947 53.4 1,454 54.0

Total support staff2 613 100.0 642 100.0 739 100.0
Women 492 80.3 540 84.1 622 84.2
Men 121 19.7 102 15.9 117 15.8

Total professional staff3 646 100.0 897 100.0 1,597 100.0
Women 173 26.8 274 30.5 562 35.2
Men 473 73.2 623 69.5 1,035 64.8

Total economists 362 100.0 529 100.0 968 100.0
Women 42 11.6 70 13.2 235 24.3
Men 320 88.4 459 86.8 733 75.7

Total specialized career streams 284 100.0 368 100.0 629 100.0
Women 131 46.1 204 55.4 327 52.0
Men 153 53.9 164 44.6 302 48.0

Total managerial staff4 185 100.0 235 100.0 357 100.0
Women 11 5.9 13 5.5 55 15.4
Men 174 94.1 222 94.5 302 84.6

Total economists 99 100.0 184 100.0 286 100.0
Women 4 4.0 9 4.9 31 10.8
Men 95 96.0 175 95.1 255 89.2

Total specialized career streams 86 100.0 51 100.0 71 100.0
Women 7 8.1 4 7.8 24 33.8
Men 79 91.9 47 92.2 47 66.2

1Includes only staff on duty; differs from the number of approved positions.
2Staff in Grades A1–A8.
3Staff in Grades A9–A15.
4Staff in Grades B1–B5.

3In determining the salary adjustments for Executive Directors, the com-
mittee took into consideration the percentage change in the remuneration
of the highest-level civil servant in the ministry of finance and central
bank of selected member countries, and the change in the selected coun-
tries’ consumer price index.

4These figures do not apply to the U.S. Executive Director and Alternate
Executive Director, who are subject to U.S. congressional salary caps.



Organization

The Board of Governors, the highest decision-making body
of the IMF, consists of one governor and one alternate gov-
ernor from each of the IMF’s 184 member countries (Figure
8.2). All Governors meet once each year at the IMF-World
Bank Annual Meetings; 24 of the Governors sit on the Inter-
national Monetary and Financial Committee (IMFC) and
meet twice each year. The day-to-day work of the IMF is
conducted at its Washington, D.C., headquarters by its 24-
member Executive Board; this work is guided by the IMFC
and supported by the IMF’s professional staff. The Manag-
ing Director is Chair of the Executive Board and head of
IMF staff; he is assisted by three Deputy Managing Direc-
tors. (For more about IMF governance, see Section 6.)

The IMF staff is organized mainly into departments with
regional (or area), functional, information and liaison, and
support responsibilities. These departments are headed by
directors who report to the Managing Director.

Area Departments

In November 2003, given the progress of the transition
process and the prospect of European Union accession for a

number of transition economies, the European II Depart-
ment was dissolved, reducing the number of area depart-
ments from six to five. The transition countries were moved
into two other, enlarged departments—the European
Department and the Middle East and Central Asia Depart-
ment (formerly, the Middle Eastern Department).

The five current area departments—African, Asia and
Pacific, European, Middle East and Central Asia, and Western
Hemisphere—advise management and the Executive Board
on economic developments and policies in countries in
their regions. Their staffs are also responsible for putting
together financial arrangements to support members’ eco-
nomic reform programs and for reviewing performance
under these IMF-supported programs. Together with rele-
vant functional departments, they provide member coun-
tries with policy advice and technical assistance and
maintain contact with regional organizations and multilat-
eral institutions in their geographic areas. Supplemented by
staff in functional departments, area departments carry out
much of the IMF’s country surveillance work through
direct contacts with member countries. In addition, 90 area
department staff are assigned to members as IMF resident
representatives (see Box 8.2).

Functional and Special Services Departments

The Finance Department (formerly the Treasurer’s Depart-
ment) has a mission to mobilize, manage, and safeguard the
IMF’s financial resources to ensure that they are deployed in
a manner consistent with the Fund’s overall mandate. This
entails major responsibilities for the institution’s financial
policies and for the conduct, accounting, and control of all
financial transactions. In addition, the department safe-
guards the IMF’s financial position by assessing the ade-
quacy of the Fund’s capital base (quotas), net income
targets, precautionary balances, and the rates of charge and
remuneration. Other responsibilities include investing
funds in support of assistance to low-income countries and
conducting assessments of borrowing members’ central
banks.

The Fiscal Affairs Department is responsible for activities
involving public finance in member countries. It partici-
pates in area department missions on fiscal issues, reviews
the fiscal content of IMF policy advice and IMF-supported
adjustment programs, and provides technical assistance in
public finance. It also conducts research and policy studies
on fiscal issues, as well as on income distribution and
poverty, social safety nets, public expenditure policy issues,
and the environment.

The IMF Institute provides training for officials of member
countries—particularly developing countries—in such
areas as financial programming and policy, external sector
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Table 8.5 Distribution of Staff by Developing and 
Industrial Countries 

1990 20031_________________ ________________
Staff Number Percent Number Percent

All staff 1,774 100.0 2,693 100.0
Developing countries 731 41.2 1,168 43.4
Industrial countries 1,043 58.8 1,525 56.6

Total support staff2 642 100.0 739 100.0
Developing countries 328 51.1 408 55.2
Industrial countries 314 48.9 331 44.8

Total professional staff3 897 100.0 1,597 100.0
Developing countries 343 38.2 649 40.6
Industrial countries 554 61.8 948 59.4

Total economists 529 100.0 968 100.0
Developing countries 220 41.6 419 43.3
Industrial countries 309 58.4 549 56.7

Total specialized career streams 368 100.0 629 100.0
Developing countries 123 33.4 230 36.6
Industrial countries 245 66.6 399 63.4

Total managerial staff4 235 100.0 357 100.0
Developing countries 60 25.5 111 31.1
Industrial countries 175 74.5 246 68.9

Total economists 184 100.0 286 100.0
Developing countries 54 29.3 93 32.5
Industrial countries 130 70.7 193 67.5

Total specialized career streams 51 100.0 71 100.0
Developing countries 6 11.8 18 25.4
Industrial countries 45 88.2 53 74.6

1Includes only staff on duty; differs from the number of approved positions.
2Staff in Grades A1–A8.
3Staff in Grades A9–A15.
4Staff in Grades B1–B5.



(As of April 30, 2004)
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policies, balance of payments methodology, national
accounts and government finance statistics, and public
finance. The Institute also conducts an active program of
courses and seminars in economics, finance, and economet-
rics for IMF economists. (See Section 5.)

The International Capital Markets Department assists the
Executive Board and management in overseeing the inter-
national monetary and financial system and enhances the
IMF’s crisis prevention and crisis management activities. As
part of surveillance, the department prepares a twice-yearly
Global Financial Stability Report that assesses developments
and systemic issues in international capital markets. Staff
members also liaise with private capital market participants,
national authorities responsible for financial system poli-
cies, and official forums dealing with the international
financial system. In addition, the department plays a leading
role in the IMF’s conceptual and policy work related to
international capital market access and gives technical
advice to members on how to gain access to international
markets and how to benefit from this access, as well as on
strategies for external debt management.

The Legal Department advises management, the Executive
Board, and the staff on the applicable rules of law. It pre-
pares most of the decisions and other legal instruments
necessary for the IMF’s activities. The department serves as
counsel to the IMF in litigation and arbitration cases, pro-
vides technical assistance on legislative reform, assesses the
consistency of laws and regulations with selected interna-
tional standards and codes, responds to inquiries from
national authorities and international organizations on the
laws of the IMF, and arrives at legal findings regarding IMF
jurisdiction on exchange measures and restrictions.

The Monetary and Financial Systems Department is organ-
ized around four operational areas—financial system
surveillance, banking supervision and crisis resolution,
monetary and exchange rate infrastructure and operations,
and technical assistance. It provides analytical, operational,
and technical support to member countries and area
departments, including development and dissemination
of good policies and best practices. An important role is
coordinating with collaborating central banks, supervisory
agencies, and other international organizations. The
change of name from Monetary and Exchange Affairs
Department on May 1, 2003, reflects the expanded res-
ponsibilities of the reorganized department, which now
includes the Financial Sector Assessment Program and
anti-money-laundering and combating the financing of
terrorism assessments.

The Policy Development and Review Department plays a cen-
tral role in the design and implementation of IMF financial
facilities, surveillance, and other policies. Through its
review of country and policy work, it ensures the consistent

application of IMF policies throughout the institution. In
recent years, the department has spearheaded the IMF’s
work in strengthening the international financial system,
streamlining and focusing conditionality, and developing
the Poverty Reduction and Growth Facility (PRGF) and the
HIPC Initiative. PDR economists participate in country
missions with area department staff and assist member
countries that are making use of IMF resources to mobilize
other financial resources.

The Research Department conducts policy analysis and
research in areas relating to the IMF’s work. The depart-
ment plays a prominent role in surveillance and in develop-
ing IMF policy concerning the international monetary
system. It cooperates with other departments in formulat-
ing IMF policy advice to member countries. It coordinates
the twice-yearly World Economic Outlook exercise and pre-
pares analysis for the surveillance discussions of the Group
of Seven, Group of Twenty, and such regional groupings as
the Asia-Pacific Economic Cooperation (APEC) forum, and
the Executive Board’s seminars on world economic and
market developments. The department also maintains con-
tacts with the academic community and with other research
organizations.

The Statistics Department maintains databases of country,
regional, and global economic and financial statistics and
reviews country data in support of the IMF’s surveillance
role. It is also responsible for developing statistical concepts
in balance of payments, government finance, and monetary
and financial statistics, as well as producing methodological
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Box 8.2 Resident Representatives

At the end of April 2004, the IMF had 90 resident representative
positions covering 84 member countries in Africa, Asia, Europe, the
Middle East, and the Western Hemisphere. Planning is under way to
open new offices in Jordan (in support of Iraq) and the Dominican
Republic. These posts—usually filled by one IMF employee supported
by local staff—help enhance IMF policy advice and are often set up
in conjunction with a reform program. The representatives, who typi-
cally have good access to key national policymakers, can have a
major impact on the quality of IMF country work. In particular, resi-
dent representatives contribute to the formulation of IMF policy
advice, monitor performance—especially under IMF-supported pro-
grams—and coordinate technical assistance. They can also alert the
IMF and the host country to potential policy slippages, provide on-
site program support, and play an active role in IMF outreach in
member countries. Since the advent of enhanced initiatives for low-
income countries, resident representatives have helped members
develop their poverty reduction strategies (see Section 4) by taking
part in country-led discussions on the strategy and presenting IMF
perspectives. They also support monitoring of program implementa-
tion and institution building, working with different branches of gov-
ernment, civil society organizations, donors, and other stakeholders.
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manuals. The department provides technical assistance and
training to help members develop statistical systems and
produces the IMF’s statistical publications. In addition, it is
responsible for developing and maintaining standards for
the dissemination of data by member countries.

Information and Liaison

The External Relations Department plays a key role in pro-
moting public understanding of and support for the IMF
and its policies. It aims to make the IMF’s policies under-
standable through many activities aimed at transparency,
communication, and engagement with a wide range of
stakeholders. It prepares, edits, and distributes most IMF
publications and other material, promotes contacts with the
press and other external groups, such as civil society organi-
zations and parliamentarians, and manages the IMF’s web-
site. (See also Appendix V.)

The IMF’s offices in Asia and Europe and at the United
Nations maintain close contacts with other international
and regional institutions. The UN Office also makes a sub-
stantive contribution to the Financing for Development
process, while the offices in Asia and Europe contribute to
bilateral and regional surveillance and are a major part of
the IMF’s outreach effort. (See Appendix IV.)

Support Services

The Human Resources Department helps ensure that the
IMF has the right mix of staff skills, experience, and diver-
sity to meet the changing needs of the organization, and
that human resources are managed, organized, and
deployed in a manner that maximizes their effectiveness,
moderates costs, and keeps the workload and stress at
acceptable levels. The department develops policies and
procedures that help the IMF achieve its work objectives,
manages compensation and benefits, recruitment, and
career planning programs, and supports organizational

effectiveness by assisting departments with their human
resources management goals.

The Secretary’s Department organizes and reports on the
work of the IMF’s governing bodies and provides secretariat
services to them, as well as to the Group of Twenty-Four. In
particular, it assists management in preparing and coordi-
nating the work program of the Executive Board and other
official bodies, including scheduling and assisting in the con-
duct of Board meetings. The department, in cooperation
with the World Bank, also manages the Annual Meetings.

The Technology and General Services Department manages
and delivers a full range of services essential for the IMF’s
operation. These include information services (information
technology, library services, multimedia services, records
and archives management, and telecommunications); facili-
ties services (building projects and facilities management);
general administrative services (travel management, confer-
ence and catering services, and procurement services); lan-
guage services (translation, interpretation, and preparation
of publications in languages other than English); and a
broad range of security and business continuity services
(covering headquarters security, field security, and informa-
tion technology security).

The IMF also has offices responsible for internal auditing
and review of work practices, budget matters, technical
assistance, and investments under the staff retirement plan.

Independent Evaluation Office

The IMF’s Independent Evaluation Office (IEO) provides
objective and independent evaluation on issues related to
the Fund. The office operates independently of IMF man-
agement and at arm’s length from the IMF’s Executive
Board. The IEO enhances the learning culture of the IMF,
promotes understanding of the IMF’s work, and supports
the Board in its governance and oversight. (For more infor-
mation on the IEO see Section 3.)
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