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World economic growth moderated slightly in
1995, to 3

 

!/2 percent—marginally below its long-term
trend rate, but above growth rates during the 1990–93
global slowdown (Chart 1). The minor change in
global average growth, however, masked a slowing of
expansion in most industrial countries and in the devel-
oping countries of the Western Hemisphere, which
largely offset improvements in growth in the countries
in transition, Africa, and the Middle East. Asia’s
emerging market economies continued to grow at
impressive rates.

Several developments in 1995 and early 1996 indi-
cated that global growth prospects remained favorable
and that any prolonged or generalized slowdown was
unlikely (Table 1). Inflation in the industrial countries
remained subdued at about 2!/2 percent, allowing mone-
tary authorities to lower short-term interest rates sub-
stantially; in addition, inflation moderated in the
developing countries and countries in transition. Long-
term interest rates declined considerably during 1995, in
some countries almost fully reversing increases that had
occurred in 1994; although rates turned upward again in
early 1996, they remained below the levels seen during
most of the previous two years. Exchange rates among
the major currencies returned to levels more consistent
with fundamentals following the misalignments that
arose in the spring of 1995. Moreover, equity markets in
general rose significantly, reflecting strong profit perfor-
mance in many countries and lower interest rates.

There were other positive developments as well.
World trade in 1995 continued to expand at more than
twice the rate of growth in world output, reflecting the
liberalization of trade in recent years, the trend toward
currency convertibility, and the dynamic forces of global-
ization. Furthermore, capital flows to developing coun-
tries were generally well sustained once the spillover
effects from the Mexican crisis had been contained.

Large actual or prospective fiscal imbalances and
structural rigidities inhibiting the efficient working of
markets, however, continued to prevent many countries

from attaining higher growth. Recent increases in unem-
ployment in a number of European countries have drawn
attention not only to the importance of resuming solid
and sustainable expansion, but also to the urgency of
pursuing labor market reforms more vigorously.
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Chart 1

WORLD INDICATORS

(In percent)

   1 Goods and services, volume.
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progress toward resolving problems in the financial
sector.

For some countries at relatively advanced stages of
recovery—including Australia, New Zealand, the
United Kingdom, and the United States—the slowing
of growth in 1995 represented a necessary moderation
from rates of expansion higher than capacity growth
and followed monetary tightening intended to prevent
the buildup of inflationary pressures. The United States
saw a marked slowdown of growth in the first half of
the year, owing to a sharp inventory correction and a
decline in real net exports that reflected the effects of
the recession in Mexico. Growth rebounded strongly
in the third quarter, owing to the continued strength
of investment and a pause in inventory adjustment, but
then slowed to below !/2 of 1 percent (annual rate) in
the fourth quarter before picking up again in early
1996. Throughout the period the unemployment rate
in the United States remained at the lower end of the
range of most estimates of the natural rate. Economic
growth slowed in Canada because of a marked rise in
interest rates in 1994 and early 1995 and weaker
exports, reflecting the slowdown in the U.S. economy.

In Europe, growth weakened generally during
1995, but the extent of the slowdown varied among
countries. In some countries—including Italy, Spain,
and the United Kingdom—expansion was maintained,
and the moderation of growth during the year helped
to allay concerns about inflation, prompted in part by
earlier exchange rate depreciations. The relatively good
growth performance in a number of these countries
can be traced to substantial progress in fiscal consolida-
tion, which helped to narrow interest rate differentials
vis-à-vis Germany, and to gains in international com-
petitiveness. The slowdown was more pronounced in
Germany, France, other countries closely linked to the
deutsche mark, and Switzerland. This slowdown was a
cause for concern because recovery had barely taken
hold and because unemployment increased from
already high levels. Strong currencies appeared to have
exacerbated the already negative effects on aggregate
demand of weak consumer and business confidence.

In response to the slowdown, monetary conditions
in most European countries were eased in late 1995
and early 1996. The correction of earlier appreciations
of a number of currencies, especially the deutsche mark
and Swiss franc, also provided support for resumed
growth.

In the developing countries, output increased by
about 6 percent in 1995 for the fourth consecutive
year. Performance varied considerably among regions
(Chart 3). In the Western Hemisphere, growth slowed
sharply to about 1 percent from 4!/2 percent in 1994
because of recessions in Mexico, Argentina, and
Uruguay and the effects of the Mexican financial crisis
on a number of other countries. In Mexico, output fell

by 7 percent in 1995 following a sharp decline in net
capital inflows and a substantial depreciation of the
peso which, in the context of tight financial policies,
brought about a major adjustment of the economy.
The current account deficit fell by 7!/2 percent of GDP.
Argentina, which had experienced average annual
growth of 7#/4 percent in the four previous years, was
affected severely by the repercussions of the Mexican
crisis and also adopted significant adjustment measures
that turned growth negative for the year. Both Mexico
and Argentina began to see signs of recovery toward
the end of the year. Many other countries of the
region—including Chile, Colombia, and Peru—were
little affected by the crisis and registered strong growth
rates.

In Africa, growth improved to above 3 percent, its
highest rate in six years, but in most countries
remained insufficient to raise living standards signifi-
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Chart 2

SELECTED INDUSTRIAL COUNTRIES:  

REAL GDP GROWTH
(Percent change from four quarters earlier)

   1 Data through the fourth quarter of 1990 cover west Germany only; data 

beginning with the first quarter of 1991 are based on a revised methodology

and are not comparable with earlier data.
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cantly. The continued improvement in Africa’s growth
performance reflected the stronger macroeconomic and
structural policies implemented by a number of coun-
tries in recent years, as well as buoyant commodity
prices in 1994 and early 1995. In the CFA franc coun-
tries, improved external competitiveness following the
devaluation in 1994, along with supporting policies,
helped to raise growth to 4!/2 percent, the highest rate
in ten years.

Growth in the developing countries of Asia
remained above 8 percent in 1995 despite the tighten-
ing of financial policies to restrain inflationary pressures
in a number of countries, including Malaysia and Thai-
land. In China, after a prolonged period of overheat-
ing, monetary restraint slowed output growth to a
more sustainable rate and reduced inflation to about
10 percent. Economic activity in the Philippines con-
tinued to recover following the implementation of a
successful stabilization program. Growth remained
strong in India, reflecting a surge in investment and
buoyant exports. In Indonesia, rapid growth of bank
lending and a rise in foreign investment continued to
support a healthy pace of activity. Rapid urban growth,
fueled by high levels of foreign investment, pushed
growth in Vietnam above 9 percent.

After barely increasing in 1994, output in the devel-
oping countries of the Middle East and Europe2

expanded by 3!/4 percent in 1995. This pickup in
growth is accounted for largely by developments in

Turkey, where a rebound from a severe recession took
growth to 7 percent. Improved regional stability
helped to sustain buoyant growth in a number of
countries, including Israel, Jordan, and Lebanon. In
Saudi Arabia, however, activity remained depressed by
weak oil exports and tight financial policies. Growth in
Egypt was sustained partly by strong export perfor-
mance, with increases in industrial production and
tourism offsetting a decline in cotton production. In
the Islamic Republic of Iran, growth and investment
remained weak owing to tight credit and import con-
trols and a slowdown in non-oil exports.

In 1995, for the first time, a majority of the coun-
tries in transition had positive growth, although output
in the group as a whole suffered a further decline of
about 1!/2 percent. The recovery in central and eastern
Europe (excluding Belarus and Ukraine) gained further
momentum. Growth is most firmly established in those
countries—including Albania, the Czech Republic,
Poland, the Slovak Republic, and Slovenia—that
started earliest and moved most decisively with stabi-
lization and structural reforms. Rapid growth of trade,
especially with western Europe, and inflows of foreign
direct investment have been important factors sustain-
ing growth. Among the central Asian transition
countries, economic performance in Mongolia also
benefited from stabilization and reform efforts.

Growth performance was mixed in those transition
countries that have been slower or less consistent in
stabilization and reform. In Armenia growth exceeded
5 percent for the second consecutive year, and inflation
declined significantly. Progress with stabilization dur-
ing 1995 reduced inflation and helped to arrest the
steep declines in output in Russia and Georgia and
resulted in modest growth in the Kyrgyz Republic and
Moldova. Although tight financial policies were imple-
mented during 1995 in Azerbaijan and Kazakstan, they
were not in place long enough to translate into growth.
In contrast, policy slippages during the year in Belarus,
Tajikistan, and Ukraine contributed to further sharp
declines in output and undermined prospects for
recovery in the near term.

Consumer and Commodity Prices
A major achievement during 1995 was the mainte-
nance of reasonable price stability in much of the world
economy as solid growth in activity continued. This
success hinged on monetary authorities’ resolve to
resist inflationary pressures.

Among the industrial countries, the pre-emptive
actions taken in 1994 in the countries most advanced
in the expansion forestalled the buildup of inflationary
pressures. Thus in the United States, modest wage
increases and slower growth in nonwage costs helped
to keep inflation under 3 percent, despite the high level
of resource utilization. In Canada and the United
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DEVELOPING COUNTRIES: REAL GDP GROWTH
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Kingdom, inflation firmed tem-
porarily following exchange rate
depreciations but also remained low.
In most of continental Europe,
including Germany and France,
inflationary pressures were limited
by continuing significant margins of
slack, and in some countries also by
exchange rate appreciations. In Italy,
however, inflation rose above 5 per-
cent as a consequence of the contin-
ued weakness of the lira and indirect
tax increases. In Japan, the pro-
tracted period of slow growth and
the appreciation of the yen resulted
in a moderate decline in prices.

In the developing world, a major-
ity of countries registered a modera-
tion of inflation in 1995, and the
mean rate of increase in consumer
prices fell to 20 percent, from 48
percent in 1994. The most marked
decline in inflation, to 38 percent in
1995 from 224 percent in the pre-
ceding year, occurred in the Western
Hemisphere. This was largely owing
to a dramatic slowing of inflation in
Brazil following the introduction of
the real plan in 1994, together with
the maintenance of a strong stabi-
lization program. Also, inflation fell
further in Argentina in 1995, to its lowest levels in
more than 50 years, reaching 1!/2 percent on a 12-
month basis at the end of the year. In Mexico, by con-
trast, the steep decline in the peso contributed to a
sharp rise in inflation in 1995; the country’s tight
financial policies were designed to restore reasonable
price stability in 1996. In a number of African coun-
tries, strengthened stabilization efforts contributed to
declines in inflation. Inflation in the CFA franc coun-
tries fell to 15 percent in 1995 after increasing to 28
percent in 1994 in the wake of the 50 percent currency
devaluation. In Asia, inflation moderated to 11 percent
in 1995, but concerns about overheating persisted in a
number of countries. In the Middle East and Europe
region, inflation remained low in most countries, but
the average remained above 30 percent largely because
of price performance in Turkey and, to a lesser extent,
the Islamic Republic of Iran.

Hard-earned progress in bringing down inflation
was sustained in most of the transition countries during
1995 (Chart 4). Among the countries more advanced
in the transition process, the Czech Republic and Slo-
vak Republic, as well as Albania and Croatia, contained
inflation to under 10 percent. Other countries, such as
Poland, Hungary, and the Baltic countries, registered

inflation in the 20–40 percent range. There was also
noteworthy progress in 1995 in reducing inflation in
many countries less advanced in the transition process
(Chart 5). Russia made substantial headway, reducing
monthly inflation from 18 percent in January to 
3!/4 percent by year’s end through tighter financial
policies. In Armenia, Azerbaijan, Bulgaria, Kazakstan,
the Kyrgyz Republic, Moldova, and Uzbekistan,
monthly inflation was kept in the low single digits.
After some progress earlier in the year, inflation wors-
ened in Turkmenistan and, most notably, in Tajikistan,
owing to slippages in financial policies.

Prices of nonfuel commodities in U.S. dollar terms
increased by 8!/2 percent in 1995, rising sharply early in
the year as the dollar depreciated and declining by
small amounts in the remainder of the year. Overall,
increases in the prices of cereals, soybeans, and soybean
meal largely offset declines in coffee prices. In the first
four months of 1996, nonfuel commodity prices
increased by 3 percent because of a sharp increase in
the price of cereals and feedstuffs owing to low world
stock levels. The average dollar price of crude petro-
leum rose by 9!/2 percent in 1995—owing in the first
half of the year to unexpectedly high demand and the
decline of the dollar, and in the second half of the year
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Chart 4
SELECTED COUNTRIES MORE ADVANCED IN TRANSITION:  INFLATION
(Twelve-month percent change in the consumer price index)
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to a drop in Mexican production, low stocks of heating
oil, and the disruption of Russian supplies to western
Europe. Crude petroleum prices fluctuated widely in
early 1996, strengthening because of severe winter
weather conditions, and weakening whenever cold
weather abated or there were signs that shipments of
oil from Iraq might resume.

Financial and Foreign Exchange Markets
The early months of 1995 were a period of significant
movements of the major currencies, with the dollar
declining especially against the yen but also against the
deutsche mark and other European currencies. As a
result, a considerable misalignment of exchange rates
emerged among the major currencies. Subsequently,
these exchange rates moved to levels more consistent
with fundamentals. The year also saw a reversal of the
rise in global bond yields that had occurred in 1994;
although bond yields turned upward again in early
1996, in most cases they remained lower than in most
of the preceding two years. In 1995 and early 1996
there were also large declines in short-term interest
rates in most industrial countries and strong upward
movements in equity prices. Thus financial and foreign
exchange market developments in late 1995 and early

1996 were generally favorable for
global growth.

While it is difficult to explain fully
the movements of the major curren-
cies in foreign exchange markets in
the early part of 1995, several factors
appear to have contributed. The
U.S. dollar depreciated owing in
part to the effects of the Mexican
crisis; diminished expectations of
further U.S. interest rate increases,
related to the marked slowdown in
U.S. economic growth; the persis-
tent U.S. current account deficit;
and a shift in investor sentiment
away from U.S. dollar-denominated
assets. The deutsche mark appreci-
ated partly as a result of concerns
about prospects for Economic and
Monetary Union (EMU), especially
in light of fiscal developments in
other European countries. Mean-
while, the yen’s appreciation
reflected in part concerns felt at
that time about the apparently slow
pace of adjustment of Japan’s exter-
nal surplus. By mid-April 1995, in
nominal effective terms, the dollar
had depreciated by 8!/2 percent
from the end of 1994, while the
yen and the deutsche mark had

risen by 17 percent and 6 percent respectively. Con-
cerns were raised that the appreciation of the yen and
the deutsche mark would impede economic recovery
in Japan and Germany, and that the decline of the dol-
lar would not help to contain inflationary pressures
in the United States. Concerted intervention and
reductions in interest rates in Japan and Germany
helped to correct these misalignments in the remainder
of the year. By the end of April 1996, in nominal effec-
tive terms, the value of the deutsche mark was about
the same as its end-1994 level, and the value of the
dollar was only about 1 percent lower, while the depre-
ciation of the yen from its peak of April 1995 of 81
against the dollar to 104 at end-April 1996 took its
nominal effective value to 6 percent below the end-
1994 level.

Exchange rate tensions within the European
Monetary System (EMS) also subsided after the 
spring of 1995, although concerns about fiscal policies
and related uncertainties about EMU at times put
downward pressure on the French franc and Italian
lira in the latter part of the year. Between the end of
1994 and the end of April 1996, the French franc
appreciated somewhat against the deutsche mark and
rose by 2!/2 percent in nominal effective terms, while
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SELECTED COUNTRIES LESS ADVANCED IN TRANSITION:  INFLATION

(Monthly percent change in consumer price index)
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Official financial flows to developing and transition
countries were unusually high during 1995. In particu-
lar, use of Fund resources surged to $26.8 billion in
1995—more than triple its 1994 level—reflecting in
part loans of about $13 billion to Mexico and $5 bil-
lion to Russia to support those countries’ comprehen-
sive adjustment programs.

The aggregate external debt of developing and tran-
sition countries, as a percentage of exports of goods
and services, declined further in 1995 (Chart 6).
Despite some improvements in the countries of sub-
Saharan Africa, their debt burden is still high compared
with that of other regions. The debt-service ratio for all
developing and transition countries was stable in 1995,
although it increased in the countries of Africa and the
Western Hemisphere.

There was additional progress during 1995 and
early 1996 in restructuring the commercial bank debts
of the heavily indebted developing countries. As of
February 1996, completed agreements for restructured
bank debt for 25 countries totaled $173 billion. In
October 1995, Panama completed a debt- and debt-
service-reduction agreement with commercial banks,
and Algeria concluded an agreement to reschedule
$3.2 billion of its total $4.2 billion of outstanding
commercial bank debt. Peru announced an agreement
in principle, and Vietnam and Côte d’Ivoire continued
discussions with their commercial bank creditors. Alba-
nia, Ethiopia, Nicaragua, and Sierra Leone completed

buybacks of commercial bank debt at steep discounts,
with support from the World Bank’s IDA Debt Reduc-
tion Facility. In November 1995, discussions between
Russia and the London Club and creditor institutions
resulted in an agreement in principle to reschedule
commercial bank debt and interest arrears inherited
from the former Soviet Union. Slovenia and commer-
cial bank creditors reached an agreement on Slovenia’s
share of the debt of the former Socialist Federal
Republic of Yugoslavia.

Paris Club creditors continued progress with debt
rescheduling under the Naples terms introduced in
December 1994, which provide for a reduction in eli-
gible debt of up to 67 percent in net present value
terms for most low-income countries (flow reschedul-
ings). In addition, for countries where a good track
record under rescheduling agreements and Fund pro-
grams has been established and where there is suffi-
cient confidence in the debtor’s ability to respect the
agreement, the entire stock of eligible debt can be
rescheduled concessionally (a stock-of-debt opera-
tion). By the end of April 1996, 16 reschedulings
were agreed under Naples terms—14 flow reschedul-
ings and 2 stock-of-debt operations (for Guyana and
Uganda). Paris Club creditors also agreed on resched-
ulings with five low- and middle-income countries on
nonconcessional terms during financial year 1996,
including agreements with Russia in June 1995 and
April 1996.
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Chart 6

DEVELOPING COUNTRIES AND COUNTRIES IN TRANSITION:  EXTERNAL DEBT AND DEBT SERVICE1

(In percent of exports of goods and services)

1 Debt service refers to actual payments of interest on total debt plus actual amortization payments on long-term debt.
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that individual country commitments would be based
on relative economic strength as measured by actual
Fund quotas as a predominant criterion. Countries will
participate on an equal footing, with rights and respon-
sibilities commensurate with their commitments. The
aim is to finalize details and reach final agreement by
the time of the 1996 Annual Meetings.

When policies on access to Fund resources and
access limits were reviewed in 1994, the Board decided
to raise, for a period of three years, the annual limit on
access to the Fund’s general resources under the credit
tranches and extended arrangements from 68 percent
to 100 percent of quota, subject to regular annual
reviews. The Board again reviewed access policies and
limits in October 1995 and decided to maintain the
annual access limit under the credit tranches and
extended arrangements at 100 percent of quota and
the cumulative access limit at 300 percent of quota.
The annual reviews take account of all relevant factors,
including the magnitude of members’ payments prob-
lems and developments in the Fund’s liquidity. The
access limits may be exceeded in exceptional circum-
stances, as the Board may decide.

Members’ Use of Fund Resources 
and Credit Outstanding
In 1995/96 members’ purchases from the GRA,
excluding reserve tranche purchases,13 amounted to
SDR 10.8 billion, slightly more than the 1994/95

level of SDR 10.6 billion. Purchases
plus SAF and ESAF loans amounted
to SDR 12.3 billion, the largest vol-
ume of credit provided in any finan-
cial year in the history of the Fund
(Table 39; see also Appendix II,
Table II.7). Purchases during
1995/96 consisted of SDR 8.4 bil-
lion under stand-by arrangements
(compared with SDR 7.6 billion in
1994/95), SDR 1.6 billion under
extended arrangements (SDR 1.6
billion in 1994/95), SDR 0.7 bil-
lion in two outright purchases, and
SDR 0.1 billion under the systemic
transformation facility (SDR 1.1 bil-
lion in 1994/95). In addition, the
Fund provided compensatory
financing in the amount of SDR 9
million (SDR 0.3 billion in
1994/95).

Russia was the largest user of Fund resources in
1995/96, drawing a total of SDR 3.8 billion (about
100 percent of its quota) in monthly purchases, first
under a stand-by arrangement and then an extended
arrangement (Appendix II, Table II.8). Mexico contin-
ued to draw under its stand-by arrangement, making
three purchases totaling SDR 3.5 billion. Other large
purchases were made by Argentina (SDR 0.8 billion);
Zambia (SDR 0.7 billion in an outright purchase fol-
lowing the clearance of its arrears to the Fund and
prior to the disbursement of an ESAF loan—see below,
under Overdue Financial Obligations); Ukraine 
(SDR 0.5 billion); and Algeria (SDR 0.4 billion).
Broken down according to region, purchases by
countries of the former Soviet Union and central and
eastern European countries in 1995/96 amounted 
to SDR 5.0 billion; Latin American countries pur-
chased SDR 4.4 billion; African countries purchased
SDR 1.1 billion; Asian countries purchased SDR 0.2
billion; and purchases by Middle Eastern countries
amounted to SDR 0.1 billion.

Repurchases in the GRA during 1995/96 totaled
SDR 6.7 billion, compared with SDR 4.0 billion in the
previous financial year (Appendix II, Table II.9). The
actual level of repurchases in 1995/96 was higher than
the scheduled level of about SDR 4.4 billion, owing 
to voluntary advance repurchases made by Chile 
(SDR 142 million), Hungary (SDR 392 million), and
Poland (SDR 640 million), and repurchases of overdue
amounts by Zambia (SDR 542 million) and Bosnia
and Herzegovina (SDR 18 million). Zambia’s prompt
repurchase of its outright purchase of SDR 652 
million also increased the overall level of repurchases 
in 1995/96. Scheduled repurchases will generally
increase over the next several years, reflecting the
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an initial purchase amount of SDR 5.3 billion (300
percent of quota), was augmented by SDR 6.8 billion
(388 percent of quota) following a review at the end of
June 1995. Stand-by arrangements for five other Latin
American countries (Argentina, Costa Rica, El Sal-
vador, Panama, and Uruguay) totaling SDR 1.0 billion
were approved in 1995/96. Access under Panama’s
arrangement was subsequently augmented for debt-
and debt-service-reduction operations. Eight stand-by
arrangements totaling SDR 1.0 billion were approved
for countries of the former Soviet Union and central
and eastern European countries (Armenia, Azerbaijan,
Belarus, Georgia, Hungary, Kazakstan, the former
Yugoslav Republic of Macedonia, and Uzbekistan).
The arrangements with Armenia and Georgia were
later canceled and replaced by ESAF arrangements.
Also, the Board approved augmentation of access
under the existing stand-by arrangement with Romania
(SDR 0.2 billion). Three stand-by arrangements total-
ing SDR 0.6 billion were approved for Asian and Mid-
dle Eastern countries (Pakistan, following cancellation
of its EFF/ESAF arrangement, Papua New Guinea,
and Yemen), and three arrangements totaling SDR 0.1
billion were approved for African countries
(Cameroon, Djibouti, and Lesotho). As of April 30,
1996, 21 countries had stand-by arrangements with
the Fund, with total commitments of SDR 15.0 billion
and undrawn balances of SDR 5.5 billion (Appendix
II, Tables II.2 and II.3).

During 1995/96 four extended arrangements total-
ing SDR 8.4 billion were approved for Algeria, Gabon,

Jordan, and Russia. The arrangement for Russia for
SDR 6.9 billion (equivalent to 160 percent of Russia’s
quota), which was approved in late March 1996, is 
the largest extended arrangement in the history of 
the Fund. As of April 30, 1996, seven countries 
had extended arrangements, with commitments total-
ing SDR 9.4 billion and undrawn balances of 
SDR 8.6 billion (Appendix II, Table II.4).

New commitments of Fund resources under stand-
by and extended arrangements increased significantly
in 1995/96 to reach SDR 18.0 billion, exceeding the
level of SDR 14.1 billion committed in 1982/83 at
the height of the debt crisis. The record high level of
commitments in 1995/96 was mainly attributable to
the augmentation of Mexico’s stand-by arrangement
and the extended arrangement for Russia, which to-
gether amounted to SDR 13.7 billion. Commitments
to other countries amounted to SDR 4.3 billion, a sub-
stantial share of which was approved for the economies
in transition, reflecting their progress in formulating
macroeconomic and structural reform programs that
could be supported under stand-by or extended
arrangements.

Special Facilities
The Fund’s special facilities consist of the compen-
satory and contingency financing facility (CCFF) and
the buffer stock financing facility, which has not been
utilized since 1983; the systemic transformation facility
(STF) ceased to be in effect as of end-December 1995.

Only one country, Rwanda, made use of the CCFF
during 1995/96, with a drawing of SDR 9 million,
compared with drawings totaling SDR 0.3 billion in
1994/95. From the inception of the STF in April
1993 to its expiration at the end of 1995, 20 countries
purchased a total of SDR 4.0 billion under the facility,
including 17 countries that made two drawings each.
Purchases under the STF totaled SDR 136 million in
1995/96, compared with SDR 2.7 billion in 1994/95,
and were made by four countries of the former Soviet
Union (Armenia, Azerbaijan, Georgia, and Uzbek-
istan) and one central European country (former
Yugoslav Republic of Macedonia).

SAF and ESAF
During 1995/96 the Fund continued to provide con-
cessional financial support to low-income countries
under the SAF and ESAF. As of April 30, 1996, 1 SAF
arrangement and 28 ESAF arrangements were in effect.
A one-year SAF arrangement for SDR 0.2 billion,
together with a three-year ESAF arrangement for 
SDR 0.7 billion, was approved in 1995/96 for Zam-
bia, following the successful completion of a rights
accumulation program and clearance of Zambia’s
arrears to the Fund. Seven other new ESAF arrange-
ments totaling SDR 0.7 billion were approved in
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1995/96 for Armenia, Chad, Geor-
gia, Ghana, Kenya, Malawi, and
Mali, along with increased access
under the existing ESAF arrange-
ments with Burkina Faso, the Kyr-
gyz Republic, and Sierra Leone.
Cumulative commitments under all
approved SAF and ESAF arrange-
ments (excluding undisbursed
amounts under expired and canceled
arrangements) totaled SDR 8.0 bil-
lion as of April 30, 1996, compared
with SDR 6.9 billion a year earlier
(Appendix II, Tables II.5 and II.6).
SAF and ESAF disbursements dur-
ing 1995/96 totaled SDR 1.5 bil-
lion, compared with SDR 0.6 billion
in 1994/95, bringing cumulative
disbursements through April 30,
1996 to SDR 6.5 billion.

The ESAF has been financed
mainly from contributions in the
form of loans and grants by member
countries to the ESAF Trust, which
is administered by the Fund, and
also from SAF resources in the Spe-
cial Disbursement Account (SDA).
SAF resources were made available
in conjunction with loans from the ESAF Trust until
February 1994, when the Board decided to cease
approving new commitments of SAF resources under
ESAF arrangements. All resources available for SAF
arrangements were fully utilized as of December 1995.
As of April 30, 1996, total disbursements of SDA
resources under SAF and ESAF arrangements
amounted to SDR 2.2 billion.

The enlargement and extension of the ESAF Trust,
which is targeted to approximately double its total
lending capacity to SDR 10.1 billion, became effective
on February 23, 1994, and is being financed by a
broad cross-section of the Fund’s membership. In the
period since the enlargement became effective, the
Board has approved borrowing agreements amounting
to SDR 4.6 billion with 11 countries, 3 of which are
developing countries, and with the OPEC Fund for
International Development; one of the borrowing
agreements, amounting to SDR 0.2 billion, is still
subject to legislative approval. As of April 30, 1996,
total loan commitments by lenders to the ESAF 
Trust under agreements approved by the Board
amounted to SDR 9.7 billion, with additional loan
commitments of SDR 449 million needed to reach the
target amount of SDR 10.1 billion.

The commitment period for ESAF Trust loans to
eligible members currently extends to December 31,
1996, with disbursements to be made through the end

of 1999. As discussed in the section on Fund Support
of Member Countries, above, proposals for a continua-
tion of ESAF operations, and for the continued financ-
ing and adaptation of the ESAF, have been the subject
of extensive discussions in the Board.

Contributions to the Subsidy Account enable loans
from the ESAF Trust to be provided at a highly con-
cessional rate of interest (currently 0.5 percent a year).
Under the arrangements for enlarging the ESAF Trust,
43 members have agreed to make contributions to the
Subsidy Account in the form of direct grants and
deposits or investments at concessional interest rates.
About half the contributors are developing countries,
which are providing almost 20 percent of the total con-
tributions. The modalities of most contributions have
been agreed and payments are being received by the
ESAF Trust, while a few contributions will start to be
paid when domestic legislative procedures have been
completed. The total value of bilateral subsidy contri-
butions for the enlargement is estimated at about 
SDR 1.4 billion, bringing to SDR 3.8 billion the value
of bilateral subsidy contributions committed both for
the enlargement and before it. In addition to these
bilateral contributions, the Board transferred 
SDR 0.4 billion from the SDA to the ESAF Trust
Subsidy Account in early 1994. The value of this con-
tribution by the Fund, once interest that will accrue is
taken into account, is about SDR 0.6 billion.
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Chart 9
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agencies; handles the design and administration of
scholarship programs for junior officials from
economies in transition in Asia, as well as an advanced
scholarship program for doctoral studies in North
American universities; and provides and arranges for
briefings by relevant Fund departments for visiting
groups of officials at Fund headquarters and policy
roundtables for top-level officials. Recently, the Insti-
tute has stepped up its involvement in the provision of
training to Fund economists in Washington to main-
tain and upgrade their skills.

During 1995/96 the Institute trained some 696
people through 16 courses and 5 seminars at head-
quarters, and 569 people at the Joint Vienna Institute
through 3 courses and 18 seminars. In addition to
courses and seminars delivered by Institute staff, the
Fund’s Fiscal Affairs, Legal, Monetary and Exchange
Affairs, Policy Development and Review, Research, and
Statistics Departments delivered courses and seminars
in collaboration with the Institute.

In addition to courses on financial programming
and policy, techniques of financial analysis and pro-
gramming, and external sector policies normally
offered by the Institute at headquarters, there was a full
complement of specialized courses in public finance
and various areas of macroeconomic statistics. Two
new courses—one on national accounts statistics and
another on monetary and exchange operations—were
introduced during the financial year. At the Joint
Vienna Institute, a wide range of specialized semi-
nars—on fiscal topics, central banking, statistics, finan-
cial markets, and finance for lawyers—were offered, as
well as the traditional courses on macroeconomic
analysis and policy.

The headquarters program for high-level officials in
1995/96 included a seminar on implications of inter-
national capital flows for macroeconomic and financial
policies, a seminar for senior officials from economies
in transition, as well as orientation seminars on the
work of the Fund for senior officials of Brunei Darus-

salam and from the West Bank and
Gaza Strip.

An increasingly important ele-
ment in the Institute’s training pro-
gram has been its overseas activities,
which consist of relatively short
courses primarily related to financial
analysis and programming. In addi-
tion, Institute staff arranged semi-
nars for senior officials at national or
regional centers. During 1995/96
some 37 courses and high-level sem-
inars were delivered for about 1,115
participants. In its overseas training
efforts, the Institute continued to
pay particular attention to the needs

of officials from economies in transition.
During the financial year the Institute continued to

collaborate with governors of central banks in eastern
and southern Africa in the creation of a regional train-
ing center. A new regional institute, to be known as
the Macroeconomic and Financial Management Insti-
tute of Eastern and Southern Africa, was inaugurated
in a pilot phase in April 1996 by expanding the man-
date of the existing Eastern and Southern African Ini-
tiative in Debt and Reserves Management located in
Harare, Zimbabwe. The Institute is also working
toward the establishment of a similar training institute
for Francophone countries in west Africa.

The cost of training at Fund headquarters is covered
entirely by the Fund. For its growing number of other
activities, especially overseas training programs, the
Institute has sought cofinancing and other forms of
assistance from outside organizations. During
1995/96 the Institute received support from the Euro-
pean Union and from several Fund members, including
France and Japan. In addition, many programs were
organized in collaboration with, and as a result of,
financial support and other help from the Arab Mone-
tary Fund, the Islamic Development Bank, the UNDP,
and the World Bank. The Japanese authorities have
provided financing that allows the Institute to hold
regional courses and seminars in Asia and to help
enhance the training of young officials from economies
in transition in that part of the world. The Japan-IMF
Scholarship Program for Asia provides young officials
with the opportunity to study in Japan or Australia.
Japanese financing helped the Institute to set up an
introductory course at the Shanghai University of
Finance and Economics to prepare officials from Asian
transition economies for the Scholarship Program and
training at the Joint Vienna Institute. Australia has pro-
vided assistance for participants in the Scholarship Pro-
gram at the Australian National University. In
addition, Australia, Hong Kong, Korea, Malaysia, and
New Zealand supported the scholarship training by
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Chart 10
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Financial Year 1997

Budgets and Expenditures
In April 1996, the Board approved an Administrative Budget
for 1996/97 of $490.5 million, a 3.2 percent increase over
the approved budget for the previous year, and a capital pro-
ject budget of $20.1 million ($18.1 million for facility
improvements, new technology, and electronic data-
processing equipment, and $2 million for initial planning and
design associated with the new building). The 1996/97
Administrative Budget represents a continuation of the exist-
ing policy of budgetary consolidation, which calls for holding
expenses to a minimal real growth level. A small reduction in
staffing was made possible through the ongoing introduction

of new technologies, capital investments, and the continued
substitution of external funding for some technical assistance
experts who were previously financed from Fund resources.
The Capital Budget represents a continuation of plans for
completing major building projects, replacing older facilities
and electronic data-processing equipment, and other
medium-term programs. Chart 13 summarizes the five-year
Capital Budget Plan.

Organization and Staffing
The total authorized staffing of the Fund was reduced by 40
staff positions in 1995/96 and will be reduced by a further 6
positions in 1996/97. The main emphasis of the work pro-
gram of the institution—namely the strengthening of surveil-

The Fund has a long tradition both of
extensive interdepartmental review of its
operational activities on a day-to-day
basis, and of periodic in-house evalua-
tion of core areas of its work that is
reviewed by the Board. Occasional stud-
ies are also commissioned from outside
experts on aspects of that work. Partly
for this reason, and in keeping with the
objective of maintaining a lean organiza-
tional structure and containing costs, the
Fund—unlike most multilateral develop-
ment banks—does not have a separate
evaluation unit.

During 1995/96, the Board re-
examined the Fund’s evaluation func-

tions. At a meeting in February 1996, 
it confirmed its desire to strengthen
these functions. It adopted, for a 
two-year trial period, a pragmatic
approach on the basis of which it 
would identify annually with manage-
ment which activities of the Fund
would warrant an evaluation study, and
would set the terms of reference for
each project, including the selection of
outside experts. The number of studies
would realistically be limited to two or
three a year.

It was also agreed that the existing
practices for in-house evaluation 
carried out by the staff should be

strengthened, as well as the review 
and evaluation work undertaken by 
the Board as part of its regular 
activities.

As part of this effort, the Office of
Internal Audit and Review was reorga-
nized and redesignated the Office of
Internal Audit and Inspection, effective
May 1, 1996. The mandate of the office
was expanded to permit it to conduct
more reviews of all aspects of the Fund’s
organizational structure and work prac-
tices. It could also be drawn upon to
assist the Board and management in
developing and facilitating the agreed
evaluation projects.

Box 13
THE EVALUATION FUNCTION IN THE FUND

Chart 11

COST OF MAJOR ACTIVITIES, FINANCIAL YEAR 1996

(As a percentage of total costs)

Executive Board (9.0)

Surveillance (27.5)
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Administrative support (18.8)

Board of Governors (1.7)

Technical assistance (14.8)

   Note:  Information is based on financial year 1996 outturn of expenditures. The cost of general supervision, 

training, professional development, and leave has been distributed proportionally to each of the other categories.

Use of Fund resources (23.9)
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Chart 12

INTERNATIONAL MONETARY FUND:  CHART OF ORGANIZATION

   Note:  Organization as of April 30, 1996. Parentheses indicate number of budgeted regular staff.

   1As of May 1, 1996, the Office of Internal Audit and Review was reorganized as the Office of Internal Audit and Inspection.
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lance, work associated with the use of Fund resources, the
strengthening of the Fund’s financial resources, and ensuring
that the institution continues to meet the changing needs of
the membership—will be met through internal redeployment.
The effect of eliminating positions will be moderated through
the filling of existing vacancies.

Recruitment and Composition of Staff 
In the five-year period prior to 1990, the Fund recruited
annually around 45 support staff and 75 professional staff,
the majority of the latter being economists. In response 
both to the enlargement of Fund membership and the need
to relieve growing work pressures, the Board approved an

expansion of the staff in the early 1990s, and the regular
and fixed-term staff increased from about 1,750 to the cur-
rent level of around 2,200. The annual intake of staff rose to
a record 279 in 1992 and slowed to 234 in 1993 before
falling back to 131 in 1995, slightly above the levels of the
late 1980s. In 1995 the Fund hired 70 economists, 18
noneconomist professional staff, and 43 support staff. It is
expected that this pattern of recruitment will continue in 
the short term. During the financial year about 35 staff 
members were assigned to other private and public
institutions.

Many economists join the staff through the Fund’s Econ-
omist Program on completion of their graduate studies. The
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Table IX.3
NATIONALITY DISTRIBUTION OF PROFESSIONAL STAFF BY REGION, 
1980, 1990, AND 1995
(In percent)

Region1 1980 1990 1995

Africa 3.8 5.8 5.3
Asia 12.3 12.7 15.1

Japan 1.4 1.9 1.7
Other Asia 10.9 10.8 13.4

Europe 39.5 35.1 33.3
France 6.9 5.5 5.0
Germany 3.7 4.3 4.1
Italy 1.7 1.4 2.3
United Kingdom 8.2 8.0 7.3
Other Europe 19.0 15.9 14.6

Middle East 5.4 5.5 5.7

Western Hemisphere 39.1 41.0 40.6
Canada 2.6 2.8 3.5
United States 25.9 25.9 25.6
Other Western Hemisphere 10.6 12.3 11.5

Total 100.0 100.0 100.0

1Regions are defined on the basis of the country distribution of the Fund’s area departments. The Asian
region includes the countries in both the Central Asia Department and the Southeast Asia and Pacific
Department; the European region includes countries in both the European I Department and the European
II Department.
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