
Surveillance is a core function of the IMF, a criti-
cal element of its toolkit to promote global fi-

nancial stability through international monetary co-
operation. Multilateral surveillance brings into
analysis economic linkages and policy spillovers be-
tween countries, as well as international economic
and market developments. It complements bilateral
surveillance by adding global and cross-country per-
spectives to the analysis of developments in individ-
ual countries. And by exploring options to deal with
policy spillovers in a global context, it can enhance
the policy advice that the IMF gives to its members.

The IMF is not alone in providing analysis of the
world economy. What is special about the IMF is
that all governments that belong to the organization
have committed themselves to be part of a system of
peer review and oversight. The near universal mem-
bership of the IMF gives it a unique perspective. At
the same time, a number of other government bodies
and private sector entities are engaged in surveil-
lance-type activities. For the IMF to have preemi-
nent impact in this environment, it must bring to
bear analytical rigor, clear policy prescriptions, and
an active engagement with senior national policy-
makers and relevant forums.

The ultimate test of the effectiveness of multilat-
eral surveillance is its impact on policies in member
countries. Are such policies ever modified as a result
of IMF advice about linkages and spillover effects,
or as a result of discussions or peer pressure in inter-
national forums to which the IMF provides analysis
and advice? Such an assessment is difficult for sev-
eral reasons, including the multiple factors that in-
fluence a country’s policies. The main focus of the
evaluation is therefore more on the content and qual-
ity of multilateral surveillance and how effectively
policy implications are drawn and communicated.

Among the questions we address are: (1) Do the
issues analyzed correspond to the IMF’s unique per-
spective with respect to economic linkages between
countries? (2) Are the issues examined relevant and
timely? (3) Does multilateral surveillance enhance
the policy advice provided by bilateral surveillance?
(4) How well are macroeconomic and capital market
surveillance combined in the analysis of relevant 

issues? (5) Are the messages of multilateral surveil-
lance reaching the intended audience? (6) Are the
messages being presented in a way that maximizes
their impact?

Overall Assessment

IMF multilateral surveillance is carried out by
various departments and interdepartmental commit-
tees. IMF staff uses a wide range of vehicles to ana-
lyze economic developments, and the resulting pol-
icy messages are conveyed in a wide range of
outputs or products (see box). Most of the individual
components of the final products are well crafted
and feature high-quality analysis; they are useful to
particular audiences and fulfill particular needs. The
World Economic Outlook (WEO) is especially well
regarded. This evaluation, however, finds that a clear
and comprehensive strategy is lacking to guide the
integration of the components and the delivery of
outputs. As a result, multilateral surveillance is not
achieving its full potential.

The absence of an overall strategy has meant that
the IMF’s multilateral surveillance as a whole is less
than the sum of its parts. Outputs give too much
weight to providing information on economic devel-
opments and prospects, for which the IMF is in-
creasingly only one of many providers. And they
give too little weight to analyzing economic policy
linkages, in which the IMF has a comparative advan-
tage, and proactively identifying scope for collective
action. The current setup for involving the Executive
Board limits its contribution to multilateral surveil-
lance. The failure to clarify the operational goals and
define the mechanisms to best meet them has re-
sulted in:

• a predominantly “bottom-up,” or country-based,
approach to policy advice;

• a “silo” structure (in which different IMF de-
partments produce different outputs without ad-
equate coordination) that hinders the fuller inte-
gration of macroeconomic and capital market
approaches;
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• a proliferation of publications that lack focus;
and

• an insufficiently proactive engagement with vari-
ous high-level groups of national policymakers.

Major Findings

Content and quality

Selection of issues for analysis. The products of
multilateral surveillance—especially the WEO—
have been largely successful in selecting for analysis
issues that reflect the IMF’s comparative advantage.
The WEO gives roughly equal weight to issues that
deal with the spillovers of policies in individual
countries and to analyzing and comparing the expe-
rience of different countries. Dedicated analysis of
exchange rate issues and related spillover effects,
however, does not appear frequently—which is sur-
prising given the IMF’s mandate to oversee the inter-
national monetary system and the exchange rate
policies of its member countries.

Timely identification of relevant issues and global
risks. The WEO has also largely succeeded in identi-

fying in a timely way relevant issues for analysis, as
measured against the issues subsequently picked up
by G-7 and G-20 agendas. In terms of identifying
relevant global macroeconomic and financial risks,
both the WEO and the Global Financial Stability Re-
port (GFSR) also compare favorably with similar
publications of other international and national bod-
ies. This assessment, however, is based on evidence
gathered during the relatively calm period of
2000–05, when no major crisis tested the IMF’s
“early warning” mechanisms.

Integration of multilateral and bilateral surveil-
lance. The evaluation confirms the findings of the
1999 external evaluation of surveillance that the
IMF’s surveillance has a strong bilateral (or coun-
try) orientation, so that policy advice and economic
forecasts predominantly reflect the views of IMF
area departments (the departments—grouped by ge-
ographic region—that carry out bilateral surveil-
lance). As a result of this country orientation, multi-
lateral surveillance has not sufficiently explored
options to deal with policy spillovers in a global
context; the language of multilateral advice is no
more based on explicit consideration of economic
linkages and policy spillovers than that of bilateral
advice. In addition, the dominant bottom-up (or in-
dividual country) approach also tends to yield con-
sistently optimistic macroeconomic forecasts for
certain regions.

Integration of macroeconomic and capital market
analysis. The IEO evaluation notes the insufficient
integration between the WEO and the GFSR, a point
also emphasized by the recent McDonough Report.1
The evaluation identifies areas where integration
could have been desirable but did not take place,
largely owing to the “silo” structure of multilateral
surveillance.

Use and delivery

Use of the WEO in bilateral surveillance. There is
substantial scope for IMF staff to increase its use of
multilateral surveillance outputs in bilateral surveil-
lance work. The evaluation finds that most area de-
partment economists do not make much use of the
WEO in their country work (other than the WEO’s
quantitative forecasts of major economic variables).
Indeed, only 14 percent of the senior staff surveyed
said that WEO topics were discussed with national
authorities.
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The Main Outputs of 
IMF Multilateral Surveillance

IMF multilateral surveillance is disseminated to
various audiences through a number of outputs, de-
scribed in greater detail in Background Documents
(pp. 9–20).1 These outputs include:

• Semiannual “flagship” reports: the World Eco-
nomic Outlook (WEO) and the Global Financial
Stability Report (GFSR);

• Regional outlooks produced by four of the IMF
area departments;

• Regular contributions to intergovernmental fo-
rums and committees, such as the Group of
Seven (G-7), the Group of Twenty (G-20), and
the Financial Stability Forum (FSF);

• Confidential analyses of periodic IMF-internal
exercises: the Coordinating Group on Exchange
Rate Issues, the vulnerability exercise, and
World Economic and Market Developments
(WEMD); and

• Internal reports: the semiannual Financial Sys-
tems Trends, the semiannual Financial Market
Update, and the daily Global Markets Monitor.

1The background documents are available at www.imf.
org/ieo.

1An external review that provided the IMF with an independent
perspective on how it should organize its financial sector and cap-
ital market analysis and surveillance activities. The review was
led by U.S. Public Company Accounting Oversight Board Chair-
man William J. McDonough, former President of the New York
Federal Reserve Bank.
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Use of the GFSR in bilateral surveillance. Few
area department economists use the GFSR on a regu-
lar basis (only 4 percent of the survey respondents
used it “regularly” in their country work). Although
the GFSR has raised some important longer-term is-
sues, it has not in practice added value to bilateral
surveillance beyond the information already avail-
able in the markets. It has not adequately distilled
the implications of market developments for the
IMF’s day-to-day country work.

Presenting the message. Given the variety of
tasks assigned to multilateral surveillance products,
the documents have tended to be too long and to
lack focus. In the case of the main surveillance
chapter of the WEO (Chapter I), for example, each
component of the analysis may be useful to a par-
ticular audience or meet a particular need, but the
efforts to meet all the varying demands have ex-
panded the chapter unduly. Indeed, the full WEO
document could benefit from considerable stream-
lining so that its critical messages were more
clearly highlighted. As to surveillance notes, they
should concentrate on spelling out the conse-
quences of policy spillovers and objectively pre-
senting options for dealing with them.

Reaching the intended audience. Attempts to
reach multiple audiences through the same publica-
tions have complicated the task of communicating
the messages effectively. The wide press coverage
enjoyed, particularly by the WEO, indicates that
IMF multilateral surveillance messages have a sig-
nificant potential for influencing public debate. Yet,
we were struck by the low readership (both inter-
nally and externally) of the WEO itself. Most readers
rely on summaries rather than read the document it-
self. This underscores the need for the products of
IMF multilateral surveillance to have a more explicit
“customer” focus, with a range of well-communi-
cated products aimed at meeting the diverse needs of
various audiences.

Potential for peer pressure. The potential for mul-
tilateral surveillance to exert peer pressure on indi-
vidual country policies is not fully exploited. First,
the IMF is not proactively engaged with the G-7, the
G-20, or other forums to which it has unique access.
Second, the current structure for involving the Exec-
utive Board limits the contributions that it (and the
International Monetary and Financial Committee,
IMFC) can make to multilateral surveillance.

Recommendations

Recommendation 1. Strengthen the IMF’s role 
at the center of a more robust global peer review
system by establishing a more proactive engage-
ment with relevant intergovernmental groups.

The IMF should become more proactive with re-
spect to intergovernmental groups, particularly the
G-7 and the G-20. The emergence of these and other
government bodies (e.g., the Organization for Eco-
nomic Cooperation and Development (OECD) and
the Financial Stability Forum (FSF)) and regional
groupings (e.g., the euro area, the Asia-Pacific Eco-
nomic Cooperation Council (APEC), and Western
Hemisphere Finance Ministers), as well as increas-
ingly sophisticated officials in capitals, have funda-
mentally altered the context in which the IMF must
act. Increasingly, the IMF must draw on its strength
(near-universal membership) and comparative ad-
vantage to provide leadership to this global system;
it must also draw upon the global system’s collective
output to strengthen its own policy advice. The IMF
has unique access to the G-7, the G-20 (which in-
cludes key emerging market economies), and other
global and regional forums of senior national policy-
makers. Because these forums meet frequently, have
limited attendance, and involve actual decision mak-
ers, they may provide opportunities for a more frank
discussion of policy spillovers and possible re-
sponses, and for more effective peer pressure than is
possible in larger meetings or at meetings of less se-
nior officials. Rather than seeing such groups as
competitors, it is critical that the IMF expand its ties
to these groups, while at the same time enhancing
the involvement of the IMFC.

Management and the Board could consider a
number of possible approaches, such as:

• establishing a unit dedicated to maintaining con-
stant contact with the relevant officials of sys-
temically important countries, particularly the
chairpersons that guide the work of these
groups;

• giving more attention to the continuity of IMF
representations at these meetings to allow it to
foster personal relationships of trust; and

• focusing surveillance notes on policy spillovers
and options for addressing them. The review of
recent developments and prospects could be
made into an appendix to the note. A one-page,
double-spaced summary should accompany
these notes, directly targeted at the senior na-
tional policymakers.

Recommendation 2. Enhance the roles of the 
Executive Board and the IMFC in multilateral 
surveillance.

• Executive Directors play many roles in multilat-
eral surveillance, including as conduits for in-
formation to the national authorities and in help-
ing prepare the IMFC discussions. The Board’s
primary multilateral surveillance discussions
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currently center on draft WEO and GFSR docu-
ments, each of which is too large to serve as the
basis for meaningful policy discussions (partic-
ularly within a tight time frame). As a result, the
Board’s attention is inevitably focused on fac-
tual clarifications and drafting suggestions. To
address this weakness, the Board could:

— focus its surveillance discussions on a few is-
sues of critical importance, so as to promote
free and open discussion. It might identify
and agree on key issues for ministers to focus
on at the upcoming IMFC meeting;

— endorse, every six months (say, in summer
and winter) in the context of a World Eco-
nomic and Market Developments (WEMD)
session, a short statement on the state of the
world economy. This statement should be
communicated to the public, including
through a Public Information Notice (PIN),2
similar to what is done with respect to Article
IV consultations with individual countries;

— consider setting up a standing committee to
monitor progress on strengthening the IMF’s
and the Board’s surveillance activities.

• The IMFC should focus on issues related to pol-
icy spillovers and scenarios for collective ac-
tion. To encourage a more frank and focused
consideration of these issues, the Executive
Board could prepare, ahead of an IMFC meet-
ing, a short statement of the critical issues fac-
ing the global economy and their implications
for senior policymakers. This statement could
be presented to capitals sufficiently ahead of the
meeting to allow time for consideration.

Recommendation 3. Improve the content and
form of multilateral surveillance outputs through
streamlining and more focus on key issues.

• To heighten their impact on the global policy de-
bate, IMF multilateral surveillance products
should present a much shorter and more focused
message, coupled with a more strategic commu-
nications policy to better deliver key messages to
target groups. In a world with numerous analy-
ses of global macroeconomic developments and
prospects, and in which the IMF’s informational
advantage has diminished, the IMF cannot ex-
pect to affect the policy debate unless it can
clearly articulate and skillfully present its mes-
sages on the global situation and on the risks and

policy implications it poses. Although multilat-
eral surveillance contributes useful pieces to the
global policy debate, the lack of clearly stated
objectives has led to multiple publications; mul-
titasking by each of these publications, with a 
resultant loss of focus; and the absence of an 
institution-wide communications strategy to co-
ordinate the timing and delivery of clearly articu-
lated and critical messages. In our view, the IMF
needs to review and reorient its major multilat-
eral surveillance publications. In this connection,
the report on the “Macroeconomics of Global-
ization” recently proposed by the Managing Di-
rector provides an opportunity to rethink and, if
necessary, streamline or consolidate some of the
existing publications.3 It is not our intent to rec-
ommend a specific approach as many variations
are possible. But the following possibilities
might be considered:

— The special topics chapters of the WEO and
the GFSR that deal with long-term issues
could be separated and included in a new
globalization report;

— The WEO could be streamlined and focused
on areas where the IMF can provide the
greatest value added over information avail-
able elsewhere;

— The current Chapter II of the GFSR (which
reviews recent developments and potential
vulnerabilities) could be absorbed in a more
macrorelevant way into what is now Chap-
ter I of the WEO;

— The WEO could make wider use of scenario
analysis and cite the results of such analysis
more openly in the main text, drawing
pointed policy implications where feasible. It
could explore integrating emerging method-
ologies of scenario analysis into the IMF’s
existing global economic models;

— A short note should accompany each WEO,
assessing critical global economic issues and
drawing out their policy implications in a
way that would be helpful and accessible to
senior national policymakers;

— The timing of publications could be better se-
quenced to allow the intended audiences suf-
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2PINs provide background information and Executive Board
summing up on Board discussions of Article IV reports, surveil-
lance developments, or general policy matters.

3In August 2005, the Managing Director proposed to the Exec-
utive Board that a “Report on the Macroeconomics of Globaliza-
tion” should be launched to complement the WEO and the GFSR.
He noted that such a report could focus on long-term aspects of
globalization “in greater depth than is currently possible in the
six-monthly time frame of the WEO and GFSR.” See “Draft Re-
port of the Managing Director on the Fund’s Medium-Term Strat-
egy,” SM/05/332, August 2005.
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ficient time to absorb them. At present, the
WEO and GFSR—which consist of about
500 typeset pages—are delivered almost si-
multaneously for the spring and fall meetings
of the IMFC.

• The Executive Board should clarify the scope
of regional surveillance. IMF staff has taken
various initiatives in recent years with respect
to its regional work, partly responding to 
the call of some Executive Directors. In addi-
tion to the surveillance of common currency
areas, which has become more formalized,
most area departments have begun to produce
regional economic outlooks. A large portion of
these reports, however, describes recent eco-
nomic developments and prospects, informa-
tion which is available elsewhere. While re-
gional outreach has been well received, it is not
clear that regional outlooks effectively serve a
regional surveillance function—which would
require them to concentrate on regional eco-
nomic interlinkages and policy spillovers. The
Board’s clarification should cover the follow-
ing issues:

— the role of regional outlook publications in
the IMF’s overall publications policy;

— whether it makes more sense to reorient
some regional studies on the basis of analyt-
ical constructs (such as stage of develop-
ment, small island economies, or some
other element of commonality), rather than
on the basis of geography defined by the ju-
risdiction of an area department. If so, the
Board should assign responsibility for initi-
ating and producing such cross-country
studies;

— whether analytical chapters of regional out-
looks—which deal with topical issues—
might also be included in the proposed glob-
alization report.

Recommendation 4. Strengthen the structure of
multilateral surveillance by clarifying operational
goals and defining organizational strategies and
accountabilities.

• The IMF should clarify the operational goals of
multilateral surveillance and define the strate-
gies and mechanisms to achieve these goals, in-
cluding, for each output, the purpose, the in-
tended audience, who is accountable, and how
to measure effectiveness. The lack of clearly
stated goals has led to differing views of these
goals and their meaning and to an inability to
measure effectiveness.

• The IMF needs to strengthen the multilateral
dimension of surveillance, particularly for
“systemically important” countries (that is,
countries that have an impact on global finan-
cial stability). The need to better integrate bi-
lateral and multilateral surveillance has long
been recognized. However, despite all efforts,
including repeated Board directives, Policy
Development and Review Department (PDR)
guidance notes, and the IMF’s internal review
process, integration has not been achieved. Al-
though one is tempted to say “just do it,” the
failure of earlier efforts over at least the last six
years must give reason for pause. There is a
need for serious reflection on why the existing
incentive structure within the institution 
has thwarted progress on this front. At a mini-
mum, benchmarks need to be established to
measure progress on the integration of finan-
cial sector and capital markets work with
macroeconomic work, and on the integration of
multilateral and bilateral surveillance. Success
in meeting these benchmarks should then be a
key component of the scheduled 2008 Biennial
Review of Surveillance.

• To achieve this goal may require more funda-
mental organizational changes. Such change
can be disruptive and should not be undertaken
lightly. Many considerations are relevant 
and the IEO is not in a position to make spe-
cific recommendations. However, a number 
of possible options, ranging from major struc-
tural change to a reallocation of accountabili-
ties within the existing organizational struc-
ture, have been identified and are worth
considering:

— Given the centrality of surveillance, the IMF
could establish a Surveillance Department by
combining the existing multilateral surveil-
lance functions of the Research Department
(RES) and the surveillance functions of the
PDR.

— For each systemically important country, the
IMF’s Economic Counsellor (and head of
RES) could prepare a one-page assessment
of the key policy measures that would con-
tribute toward resolving core global surveil-
lance challenges prior to the Article IV con-
sultation discussion at the Board.

— Give sign-off authority to RES—in addition
to PDR—on the briefing papers and staff 
reports for Article IV consultations with sys-
temically important countries, and promote
RES’s more active participation in country
work. This may call for the creation of a
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global surveillance division responsible for
integrating all aspects of IMF surveillance.

— Make greater use of the internal Surveillance
Committee, chaired by management, to form
institutional positions on systemically impor-
tant issues, including exchange rates, and to
contribute to management’s accountability to
the Board.

• As already recognized within the IMF, the work
of the International Capital Markets Depart-
ment, ICM (soon to be merged with the Mone-
tary and Financial Systems Department, MFD)
should be reoriented toward informing IMF
economists of the macroeconomic implications
of market developments and unfolding risks.
The evaluation confirms the findings of previ-
ous evaluations, as well as the recent McDo-
nough Report, that capital market surveillance
is not well integrated into the work of the rest

of the IMF. The following steps could thus be
considered:4

— The new department to be created by merg-
ing ICM and MFD could make greater ef-
forts to distill the macroeconomic implica-
tions of its capital market analysis, speak the
language of macroeconomists, avoid exces-
sive use of market jargon, and collaborate
better with other departments.

— The new department should seek a more
cost-effective and targeted way to deliver to
its audiences the results of its research and
analyses on capital market topics.
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4The recent decision by management to restructure the IMF’s
financial sector and capital markets work addresses this same
issue. The steps suggested here are additional measures that could
be considered.




