
The Poverty Reduction Strategy (PRS) approach
consists of a series of process innovations de-

signed to encourage broader-based participation in
the development of a country-owned, long-term strat-
egy for growth and poverty reduction that could also
be a framework for coordinating donor support. It
was accompanied by a transformation of the IMF’s
concessional lending facility into the Poverty Reduc-
tion and Growth Facility (PRGF). It is too early to
evaluate the success of the new approach in achieving
its longer-term objectives, especially the extent of re-
duction of poverty; progress in this dimension will
become evident only over a longer period of time.
The evaluation has, therefore, focused on intermedi-
ate stage outcomes, that is, the quality of the broader-
based policy formulation process, the nature of the
strategy and policy framework that has evolved, the
interaction between this framework and the PRGF,
and the effectiveness of the IMF’s role. We summa-
rize here our major findings as well as the lessons to
be drawn from them and make a number of recom-
mendations for the future. The final section reflects
on some implications of the evaluation for the longer-
term role of the IMF in low-income countries.

Summary of Major Findings

The broad picture that emerges from our study is
that the PRS approach has the potential to encour-
age the development of a country-owned and credi-
ble long-term strategy for growth and poverty reduc-
tion, which could provide an effective framework for
coordinating the efforts of donors and international
financial institutions (IFIs), including the IMF. How-
ever, actual achievements thus far fall considerably
short of potential. This is partly because it is unreal-
istic to expect quick gains given the initial condi-
tions from which the process started in most low-
income countries. But there were also shortcomings
in the design of the initiative that have reduced its ef-
fectiveness, including a lack of clarity about the role
that the IMF should play.

Participation in the formulation of Poverty Re-
duction Strategy Papers (PRSPs) was generally

more broadly based than in previous approaches,
and most stakeholders involved in the process
viewed this as a significant improvement. However,
the participatory processes were typically not de-
signed to strengthen existing domestic institutional
processes for policy formulation and accountability
(e.g., through parliament). In a few cases, institu-
tional arrangements to sustain the process are begin-
ning to develop around the budgetary cycle.

The PRS process has had limited impact in gener-
ating meaningful discussions, outside the narrow offi-
cial circle, of alternative policy options with respect
to the macroeconomic framework and macro-relevant
structural reforms. This reflects in part the absence of
any mechanism to ensure that key issues were aired
and the broader debate well-informed. Lack of clarity
about the role of the IMF in this area contributed to
this outcome. In the relatively few cases where a
broader debate did occur, there was a positive impact
on policy outcomes.

Results in terms of ownership are mixed. The ap-
proach has often generated relatively strong owner-
ship in a narrow circle of official stakeholders re-
sponsible for driving the process, but much less
among other domestic stakeholders. The perception
that the approach is overly influenced by procedural
requirements of the Bretton Woods institutions
(BWIs) is widespread.

In terms of diagnostics, the approach has gener-
ally contributed to a significant improvement in un-
derstanding the multidimensional nature of poverty,
which has implications for designing poverty reduc-
tion strategies. However, the approach has been
much less effective in identifying constraints to ac-
celerating growth and making it more pro-poor. The
approach has so far not contributed significantly to
understanding the linkages between growth, poverty
incidence, and macroeconomic policies at the indi-
vidual country level. These issues present analytical
challenges that are not necessarily resolved through
participation alone.

Strategies outlined in PRSPs generally constitute
an improvement over previous development strate-
gies, in the sense of providing greater poverty focus,
a longer-term perspective, and some results orienta-
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tion. However, most PRSPs fall short of providing a
strategic road map for policymaking, especially in
the area of macroeconomic and related structural
policies. The focus of most PRSPs is on the compo-
sition of public expenditures, especially social sector
spending, with much less emphasis on other aspects
of a broader strategy to encourage poverty-reducing
growth. Even in the area of public expenditure, the
operational value of PRSPs is often limited, because
of the still rudimentary nature of most costing and
prioritization. In many cases, PRSPs also avoid ad-
dressing key strategic choices involving “controver-
sial” structural reforms. These weaknesses imply
that in most cases PRSPs do not yet provide a policy
framework in which PRGF-supported programs can
be anchored.

Except in a few countries where the process is be-
ginning to be embedded in domestic institutions,
there is limited feedback from initial implementation
to policy design. This is particularly problematic in
the area of macroeconomic policy where the original
PRSP was often overtaken by events or proved unre-
alistic, and there was little in the PRSP to guide
choices on key strategic trade-offs involved in recali-
brating macroeconomic targets.

Capacity constraints have been a severe impedi-
ment to progress in the implementation of the PRS
approach. There has been insufficient attention to
developing a systematic plan of action to strengthen
capacity, including in the IMF’s areas of primary
competence. Budgetary processes are weak, and the
linkages between the PRSP, medium-term expendi-
ture frameworks, and budgets are generally poor. In
particular, public expenditure management (PEM)
systems are generally too weak to allow the PRSP to
play a central role in implementing expenditure pri-
orities or modifying them on the basis of feedback
on actual costs and outcomes. Strengthening PEM
has been recognized as central to the success of the
initiative and is one area where systematic monitor-
ing by the BWIs on the basis of commonly agreed
benchmarks is being undertaken (at least for the
Heavily Indebted Poor Countries (HIPCs)). The re-
sults suggest moderate progress. In other areas, how-
ever, capacity limitations, which constrain policy de-
sign and implementation, have largely not been
addressed systematically, including through BWI
contributions.

On balance, joint staff asessments (JSAs) do not
perform adequately the many tasks expected of them.
The clarity, candor, and comprehensiveness of the
assessment are uneven, with scope for improvement
even in “good practice” cases. This partly reflects a
built-in bias to reach a “yes or no” signal—which is
always “yes” in practice, encapsulated in standard-
ized language. Other factors limiting the usefulness
of JSAs include the lack of explicit benchmarks in

most areas on which to base the assessment. Their
main contribution has been in giving feedback to the
authorities on weaknesses in the PRSP, but JSAs are
virtually unknown outside the narrow official circle
and consequently have no impact on the broader pol-
icy debate. They do not incorporate systematic in-
puts from development partners and, in practice,
have played a limited role in informing lending deci-
sions, including those of the BWIs.

The effectiveness of the IMF’s contribution has
varied considerably across different components of
the initiative and across countries—with marked dif-
ferences between “good” and “average” practice. Its
overall contribution has fallen well short of the (ad-
mittedly very ambitious) goals it set for itself in the
original policy documents:

• IMF staff typically did not participate actively to
inform the policy debate among domestic stake-
holders during the PRS formulation process and
to ensure that key macro-relevant issues were
aired. This is because IMF staff generally inter-
preted the emphasis on country ownership as
implying that involvement on its part should be
limited.

• IMF contributions to developing a better under-
standing of country-specific micro-macro link-
ages have also been fairly limited. The process
has led to much greater awareness within the
IMF of the need for ex ante poverty and social
impact analysis (PSIA), and this is evident in in-
ternal IMF processes, but it has not yet trans-
lated into a mainstreaming of such analysis in
program design.

• On the positive side, there are signs that the
“policy space” in the macroeconomic area has
widened—in the sense of greater openness on
the part of the IMF to considering alternative
country-driven policies—at least in countries
where macroeconomic stabilization is no longer
a pressing issue.

Success in embedding the PRGF in the overall
strategy for growth and poverty reduction has been
limited in most cases—partly reflecting shortcomings
in the strategies themselves. Nevertheless, program
design under the PRGF has incorporated greater fis-
cal flexibility to accommodate aid flows, and there is
no evidence of generalized “aid pessimism” or a sys-
tematic “disinflation” bias. Expenditures designated
as poverty reducing have increased markedly since
1999, although there are questions about how “pro-
poor” some of this spending is. IMF structural condi-
tionality has been streamlined, but we have not been
able to reach a definitive conclusion on what has hap-
pened to aggregate IMF–World Bank conditionality,
which is not monitored by the two institutions. There
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were only minor improvements in program imple-
mentation under the PRGF.

In terms of outcomes, only tentative messages
emerge at this stage.

• BWI measures of the quality of policies and in-
stitutions suggest that PRS countries generally
started out in a better position than non-PRS
low-income countries, but did not improve at a
faster pace.

• Short-term growth for PRS/PRGF countries is
only marginally higher than in the earlier period.
However, these countries seem to have weath-
ered the worsening of the external environment
in 2000–02 better than other low-income coun-
tries, which experienced a decline in growth.

• Evidence on poverty-related outcomes, drawn
from the parallel evaluation by the World
Bank’s Operations Evaluation Department
(OED), is still too limited to draw definitive
conclusions. The most notable improvements
concern various input- and output-related mea-
sures (e.g., number of teachers, school enroll-
ment, vaccination rates), but outcomes such as
maternal and infant mortality rates have gener-
ally not improved.

To summarize, in cases where the PRS approach
has been integrated into domestic institutional struc-
tures, there have been important improvements in
domestic policy processes. In most cases, however,
while the PRS approach has generally helped make
progress in the right direction, achievements are
more tentative. Where the PRS approach has been
implemented as an externally imposed, ad hoc exer-
cise, it has acted more as a distraction from strength-
ening the domestic policy framework.

Lessons

These broad findings suggest two sets of lessons
that illustrate where the approach, and the IMF’s role
therein, need strengthening. The first set of lessons
relates to the structure of incentives that has been
generated by the PRS approach, which are not well
aligned with the intermediate objectives of the ap-
proach. The second set of lessons relates to the
IMF’s role.

Aligning the structure of incentives with
intermediate objectives

A focus on improving fundamental domestic pol-
icy processes in countries is more likely to yield
longer-term gains, in terms of an improved policy
environment for effective use of development aid,

than would a traditional focus on particular policy
measures. Whether this refocusing is achieved in
practice depends in large part on the underlying in-
centives faced by countries under the initiative. Un-
fortunately, actual incentives under the PRS ap-
proach do not focus sufficiently on improvements in
domestic policy processes and institutions. There are
four specific aspects to this problem.

Too much focus on documents and on 
BWI-driven procedures

The delicacy of attempting, from outside, to en-
courage political systems to move in the direction of
greater openness, accountability, and participatory
policymaking has led to too much emphasis on pro-
cedural components. In practice, therefore, what
countries perceive as necessary to receive conces-
sional financing and debt relief is to produce specific
documents following various procedures, including
for participation. At its best, the approach can still
lead to important gains in domestic policy processes,
and it has done so in some cases. At its worst, how-
ever, it risks being a distraction from the task of
making improvements in existing domestic proce-
dures for policy formulation and implementation.

Insufficient scope for treating different 
countries differently

The philosophy underlying the original initiative
was to allow for considerable country variation in
approach. As implemented, however, there has been
insufficient scope for treating countries differently.
The value added of each of the principles underlying
the PRS approach varies across countries depending
upon circumstances. Some countries had no experi-
ence of strategic planning in the area of development
and stood to benefit enormously from the exercise of
putting together an integrated poverty reduction and
growth strategy that is results oriented and provides
a long-term perspective. Others had a strong plan-
ning tradition but limited experience with broad-
based participatory policy formulation; in these
cases introducing a participatory element was poten-
tially beneficial. Some countries had both elements,
but donors (including the BWIs) were not always
willing to treat the country’s own strategy and do-
mestic processes as a basis for their partnership with
the authorities. These differences in starting condi-
tions illustrate the need for the PRS approach to be
implemented in a manner that capitalizes on existing
strengths and focuses efforts on “the missing ingre-
dients” rather than starting anew in all areas. Other-
wise, not only can ongoing efforts to improve exist-
ing domestic processes be disrupted, but weak
domestic capacities may be used inefficiently.
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Insufficient benchmarks to monitor progress
toward the intermediate objectives of improved
domestic policy processes, and consequent lack 
of clarity about the criteria for assessments and
financing decisions

The PRS approach was largely defined in terms of
broad principles related to processes and inputs. More
specific milestones to monitor progress vis-à-vis in-
termediate objectives, including for strengthening do-
mestic processes according to the broad PRS princi-
ples, were expected to be developed at the country
level. This has not happened and benchmarks for
measuring substantive improvements in policy
processes are lacking, both at the country level and
initiative-wide. Moreover, these improvements are
largely not assessed in JSAs, which generally focus
on the more procedural aspects of the participatory
process as well as on the specific policy content of the
PRSP. Ambiguities about intermediate objectives
have also contributed to diverging expectations of dif-
ferent stakeholders and insufficient accountability.

More fundamentally, the PRS approach as de-
signed and implemented does not sufficiently address
how trade-offs between domestic ownership and
BWI assessments of policies will be handled. Deci-
sions on such trade-offs are still taken, but in a man-
ner that (i) is not transparent, with countries left to di-
vine what is “acceptable” by looking at various
guidelines and through exchanges with BWI staff;
(ii) focuses too much on procedural compliance; and
(iii) often leaves country authorities and other domes-
tic stakeholders feeling that the BWIs control the
process partly through unwritten rules of the game.

Asymmetry of commitments, with too little on
what the BWIs are expected to deliver

PRSs that substantially meet the goals set out in
the original policy papers require considerable tech-
nical and analytical capacities, not to mention finan-
cial support. However, in the current setting, nothing
ensures that the capacity-strengthening priorities of
countries will be addressed, and the links with lend-
ing decisions can be ambiguous. While both the IMF
and the World Bank are broadly committed to
“aligning” their assistance programs to the PRSP, it
is not clear in practice how much countries have to
gain by treating the PRSP as an effective strategic
road map, rather than as a procedural formality.

The role of the IMF

The bold expectations set out in the initial policy
documents require greater changes in the IMF’s way
of doing business than have occurred so far and are
probably overpromising what the IMF can deliver

with existing resources. There are several reasons
why the IMF’s effectiveness under the new approach
has not matched the original expectations.

Lack of clarity about what the IMF should be
delivering in some areas

The original policy papers may have over-
promised what the IMF could reasonably be ex-
pected to deliver, given prevailing resource con-
straints and its comparative advantage. One example
concerns the determination of a medium-term exter-
nal resources envelope that strikes the right balance
between needs, sustainability, and realism as well as
the associated efforts to mobilize the requisite donor
support. Clearly, these are vital components of the
overall strategy, but it is not clear that the IMF is
well suited to deliver them.

There is also ambiguity about what donors re-
quire in terms of a “signaling role” from the IMF, es-
pecially when macroeconomic stabilization has been
achieved. This is at the heart of the issue of long-
term program involvement, to which we return in the
section “Some Reflections on the IMF’s Longer-
Term Role in Low-Income Countries.”

Weaknesses in the PRSPs inevitably impede
PRGF-supported programs from adapting fully to
their expected role. In some countries, this will be a
transitional issue as strategies are strengthened and
become better integrated into domestic institutions.
However, this will happen slowly in many cases, and
how the IMF role should adapt in such “difficult”
cases remains unclear.

Moreover, some country authorities are reluctant
to accept a more active role for the IMF, especially
with regard to the broader policy debate.

Insufficient recognition of the changes the PRS
approach implies for the IMF’s “way of doing
business”

The implications of the PRS approach for the
IMF “way of doing business” have not yet been
fully acknowledged or acted upon. The approach
implies a very different way of organizing IMF in-
puts based on: a country-driven strategy that sets
priorities within a long-term timeframe; emphasiz-
ing contributions to informing a broader policy de-
bate rather than traditional program negotiations;
and operating within a “partnership framework”
that recognizes explicitly that IMF contributions
are only one part of a broader picture. All of these
factors mean that the IMF program and surveil-
lance roles in PRSP countries will be qualitatively
different from those in other countries. But the con-
sequences have largely not been spelled out, result-
ing in an attempt to address a very different set of
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challenges with an essentially unchanged institu-
tional approach.

For example, it is clear from our discussions with
staff that many, while recognizing the value of the
PRS approach, do not see it as implying fundamental
changes in the way the IMF would contribute to a
broad-based policy debate on the macroeconomic
aspects of countries’ strategies. However, the evalua-
tion indicates that, for the PRS approach to have a
meaningful impact in the IMF’s areas of responsibil-
ity, encouraging a well-informed debate is critical.

Moreover, the BWIs have not used the PRS ap-
proach sufficiently as a mechanism for identifying
priorities on what they should deliver and for coordi-
nating key inputs from other partners, drawing on the
countries’ own priorities. For the IMF, this has meant
that scheduling and integrating inputs from the World
Bank into program design remains difficult.

Recommendations

Based on these lessons, we make six broad rec-
ommendations. The first three concern the design
and implementation of the PRS/PRGF approach.
The other three are directed at clarifying expecta-
tions about the IMF’s role and improving its effec-
tiveness. Each recommendation outlines a broad di-
rection of change rather than specifying a detailed
blueprint. This approach seems preferable since
there are a number of ways the recommended
changes could be implemented that will involve,
inter alia, choices on resource allocation that are best
left to IMF management and the Executive Board.
We give examples of possible steps to illustrate what
we have in mind, but other approaches to imple-
menting the recommendations are also possible.

Aligning incentives and objectives

The rationale underlying the first three recom-
mendations is to bring the incentives built into the
design of the initiative more in line with its interme-
diate objectives. The approach we favor is one built
around (i) greater country-driven flexibility (e.g., to
allow countries to choose their own path toward im-
proving domestic policy processes); (ii) trans-
parency about those country-specific choices, so as
to allow other stakeholders to express their views;
(iii) monitoring on the basis of explicit benchmarks
and strengthened ex post accountability; and (iv) a
clearer framework in which donor support is de-
cided, including through candid and graduated BWI
assessments of countries’ strategies.1

Recommendation 1. Introduce greater flexibility
in the implementation of the PRS approach to fit bet-
ter the needs of countries at different stages of the
process and with different capacities and political
and administrative systems.

The PRS approach would have greater value
added if it was made more flexible in practice to fit
different country situations. Countries need to be put
even more firmly in the driver’s seat by determining
themselves:

(1) How the policy formulation, implementation,
and monitoring processes will be conducted and built
up over time, and with what rules of the game (e.g.,
for opening up the policy process to previously ex-
cluded groups or strengthening budgetary processes).
Progress would be monitored against an explicit set
of country-determined intermediate benchmarks (see
Recommendation 2).2

(2) What the output of these processes will be in
terms of documents (e.g., PRSP Progress Reports)
and on what periodicity they will be prepared, rely-
ing as much as possible on domestic institutional
arrangements and reporting vehicles. IMF process
requirements (e.g., linking reviews under the PRGF
to completion of specific PRSP documents) should
be minimized and oriented around domestic
processes (so that they do not conflict with domestic
timetables and/or duplicate domestic instruments).

Recommendation 2. Shift the emphasis of the ini-
tiative from the production of documents to the de-
velopment of sound domestic policy formulation and
implementation processes.

This broad recommendation would involve the
following elements:

(1) Build in greater results orientation. Countries
should be encouraged to establish—with help from
BWIs where needed—substantive criteria for judging

7

1An alternative approach to modifying incentives would be to
establish challenging universal minimum standards in a number 

of areas (e.g., for participatory processes or ex ante PSIA). See,
for example, Oxfam (2004). We do not favor such an approach.
Even though driven by the best intentions, it would result in the
imposition of even more procedural requirements on PRS coun-
tries. Moreover, uniform standards do not allow for the diversity
of countries’ situations or for necessary priority setting.

2To give a concrete example to illustrate what we have in mind,
a country might propose to broaden participation and monitoring
through strengthening the oversight functions and capacities of
parliament and at the local government level, with formulation
and implementation of its medium-term strategy built around the
domestic budgetary process. In which case, the BWIs should ac-
cept such an approach by not pressing for other possible proce-
dural components and by accepting for their own internal pur-
poses PRS-related documents oriented around these domestic
processes. The country would establish benchmarks for monitor-
ing progress in reaching the objectives it has set for itself, but the
BWIs would provide their own frank assessments of the country’s
strategy and the policy processes by which it was derived.
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progress toward key intermediate objectives such as
developing (i) an operational road map that provides
strategic guidance for setting priorities and resolving
trade-offs; and (ii) effective institutional arrange-
ments for formulating, implementing, monitoring,
and updating this road map, with a firm link to bud-
get processes.3 The choice of the criteria/benchmarks
judged to be most important would likely vary by
country, but in some areas broad guidance could be
developed by BWI staff or others, upon which coun-
tries could draw as a starting point.4

The existing PEM benchmarking exercise is an
example of what we have in mind: it combines coun-
try-specific action plans for improving domestic
processes; clear benchmarks for measuring progress,
established with country consultation; and periodic
ex post assessments that provide inputs for country-
specific and initiative-wide assessments (see Chap-
ter 4, section on “Strengthening Public Expenditure
Management”). Given the central importance of
good PEM systems to setting and implementing pri-
orities, this is a tool that all PRSP countries—not
just the HIPCs—should be encouraged to adopt.
However, the types of benchmarks chosen by each
country will depend on the improvements that their
PRS process identifies as a high priority.

(2) Shift the emphasis of the incentives structure
faced by countries from procedural aspects and pro-
duction of documents to achieving substantive
changes in domestic processes and policies objec-
tively measured as described in (1) above. The new
set of incentives would include:

(i) Transparency. Countries should present their
intentions and objectives, along with the
benchmarks selected to monitor progress in a
manner open to public scrutiny.

(ii) Accountability. IMF (and World Bank) staff
would be responsible for providing clear and
candid assessments of the progress made by
each country in implementing the PRS ap-
proach, both in relation to the goals set by the

country itself and against initiative-wide
benchmarks (see Recommendation 3).

(iii) BWI support. IMF (and World Bank) staff
would help countries identify key constraints
in making progress toward PRS objectives
and support efforts to ameliorate them. This
would include not only domestic capacity
constraints but also obstacles stemming from
policies in advanced economies and other
trading partners.

(iv) Selectivity in lending. Realistically, access to
donors’ resources will remain the key incentive
for countries under the PRS approach. Ideally,
donor decisions on the volume of resources
provided should be linked to the progress
countries are making under the approach. To
facilitate this, IMF assessments in its area of
expertise need to provide as clear and candid a
signal as possible (see Recommendation 3).
The criteria guiding the IMF’s own lending de-
cisions under the PRS approach could also be
improved in this regard (see the section “Some
Reflections on the IMF’s Longer-Term Role in
Low-Income Countries”).

Recommendation 3. Clarify the purpose of the JSA
and redefine the vehicle accordingly.

An objective assessment of a country’s efforts to-
ward poverty reduction and growth, reflecting the
joint perspective of the staff of the IMF and World
Bank, can be of value to many audiences: (i) to the
authorities, as feedback on how to improve the effec-
tiveness of their efforts; (ii) to BWI Executive
Boards, as input into their lending decisions; (iii) to
other donors, as a signal of BWI views on the quality
of the poverty reduction and growth framework of
the country; and (iv) to the public, for purposes of
monitoring and accountability. In our view, there-
fore, the JSA is a useful concept whose potential has
not been realized and we recommend making the
following changes:

(1) JSAs should focus on the adequacy of domes-
tic policy choices and the quality of domestic
processes—including monitoring and implementa-
tion arrangements, budget decision making, and
public expenditure management systems—as well as
actual progress toward intermediate objectives, and
less on the quality of the PRSP as a document.

(2) To foster clear and candid assessments, we
propose: (i) making explicit the criteria and bench-
marks used by staff to form their judgments (see also
Recommendation 2); (ii) reporting on the views of
third parties (especially local stakeholders and
donors) when available, and discussing differences
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3This recommendation is similar to the call for an operational
framework made by staff of the European Commission (EC) and
World Bank in their “Joint Note on Supporting the PRSP Process
in Africa” (EC and World Bank, 2003).

4For example, benchmarks on various issues being developed
by the New Partnership for Africa’s Development (NEPAD)
might be drawn upon by African countries. In other cases, UN
agencies (or even international nongovernmental organizations 
(I-NGOs)) might make suggestions or countries may choose
benchmarks tailor-made to their own priorities and circumstances
(e.g., for participatory monitoring of local expenditures). The im-
portant point is that the countries themselves should choose what
are the priorities for monitoring progress and not be overburdened
with a multiplicity of requirements.
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of view;5 and (iii) eliminating the need for JSAs to
reach a binary (yes or no) conclusion as to the ade-
quacy of the PRS as a basis for BWI concessional
lending. JSAs should aim to provide a graduated as-
sessment of the strength of the PRS and related
processes as well as of the quality of policies.

(3) The effectiveness of the above recommenda-
tions could be enhanced if JSAs were produced on
an independent schedule (e.g., once a year), rather
than being linked to a specific PRSP document—
which inevitably creates a focus on the document
rather than the process, and creates another proce-
dural requirement for the country. This would have
the added benefit that BWI monitoring of PRS im-
plementation would continue regardless of PRGF-
related developments.

(4) The JSAs would be more effective if, in addi-
tion to flagging weaknesses in the PRS, they indi-
cated clearly what are the main obstacles to over-
come (including those not under the control of
country authorities); what the IMF proposes to do to
help address them in its areas of responsibility; and
what needs remain unaddressed, especially in the
area of capacity building.

There are a number of ways these key functions
could be carried out and an instrument like the JSA is
only one possibility. For example, an alternative
would be to rely on other instruments within the IMF
(e.g., the surveillance process) and the World Bank
(the Country Assistance Strategy (CAS)).6 However,
we see merits in maintaining a joint instrument, since
it is more consistent with the partnership dimension of
the PRS approach.7 Indeed, looking forward, the as-
sessment instrument may need to adapt further in this
direction. For example, if general budgetary support
by bilateral donors to a number of PRSP countries
continues to expand, a joint “partner” assessment—
built around the common performance assessment
frameworks (PAFs) that have been developed for sev-
eral countries (e.g., Tanzania and Mozambique), but
expanded to incorporate explicit IMF inputs—might
be a logical development in the future.

Clarifying the IMF’s role and 
improving its effectiveness

The practical implications of the adoption of the
PRS approach for IMF operations go well beyond

the formulation and negotiation of IMF-supported
programs and have not been fully recognized. In
order to orient our recommendations in this area, we
note that two types of decisions need to be taken
with respect to the IMF’s role:

• Decisions concerning the “architecture” of the
IMF’s role in low-income countries. This in-
volves the nature of the IMF’s signaling func-
tion as well as the role of IMF conditionality
and financing in the longer-term PRS frame-
work. These decisions go beyond the scope of
the present evaluation and we do not make spe-
cific recommendations. However, we discuss in
the section “Some Reflections on the IMF’s
Longer- Term Role in Low-Income Countries”
a number of principles that should be taken into
account.

• Within the present “architecture,” decisions con-
cerning how much the IMF should be directly
involved in helping countries implement the
PRS approach and changes in the IMF “way of
doing business” that need to be made, irrespec-
tive of choices on the scope of the IMF role, to
improve the effectiveness of the institution’s
contribution. These issues are addressed in Rec-
ommendations 4–6.

Recommendation 4. Clarify what the PRS ap-
proach implies for the IMF’s own operations and
strengthen the implementation of the agreed role.

The thrust of this recommendation is to clarify
what is expected of the IMF under the PRS approach
and to outline changes that would improve its effec-
tiveness in meeting these expectations.

(1) IMF engagement in the PRS process

• More emphasis should be given to IMF activi-
ties that help to better inform broad-based pol-
icy discussions in its areas of competence.
Guidelines to staff need to be clarified so as to
encourage more active inputs to such discus-
sions, including analyzing alternative policy
options and trade-offs. In exchanges with the
evaluation team, some IMF staff expressed
concern that such activities go beyond the
Fund’s mandate and can potentially conflict
with domestic ownership. However, domestic
ownership should not be interpreted to mean
lack of transparency in what the IMF would
expect on macroeconomic policy and the rea-
sons why it takes this view. One possible ap-
proach might be for the IMF staff to prepare a
short note on key macroeconomic issues that
need to be addressed in the broader growth and
poverty reduction strategy, which the authori-
ties could make public if they wished.
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5We are not suggesting that the JSA should become a “negoti-
ated” document with all of these stakeholders.

6The CAS details the partnership between the Bank and each
borrowing country. Usually covering a three-year period, it defines
the level and composition of assistance to be provided based on
needs, portfolio performance, and overall policy performance.

7Moreover, unlike the JSAs, the alternative vehicles are not au-
tomatically made public.
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• Rather than establish uniform “standards” for
the IMF’s role, expectations should be tailored
to country-specific circumstances, including
the government’s wishes. These country-spe-
cific “rules of the game” should be made pub-
lic—perhaps in the form of an aide-mémoire
attached to the JSA or the Article IV staff re-
port—and could describe how IMF staff are
expected to participate in the broader policy
debate, including what supporting analytical
work they will undertake. This is also likely to
require a combination of: (i) more “stand
alone” missions, set apart from program nego-
tiations, and (ii) enhancing the role of resident
representatives.

• There should be more systematic explorations
of country-specific macro-micro linkages—both
through the IMF’s own analysis and research ac-
tivities and by drawing more systematically on
the work of others.

• Article IV surveillance reports should be used
systematically as a vehicle to convey the IMF’s
own thinking and analysis on key issues, and the
staff should routinely seek the views of the au-
thorities and others on the types of issues that
should be addressed in surveillance.

• Assess systematically, as part of broader IMF
surveillance activities, obstacles to the achieve-
ment of PRSP objectives originating in trade
and subsidy policies of main trading partners
(drawing, to the maximum extent possible, on
inputs from other agencies). The Global Moni-
toring Report (World Bank and IMF, 2004a) has
already made important steps in this direction.

(2) PRGF-related activities

• The rationale for IMF policy recommendations
and program design should be subjected to
broader scrutiny and debate. Possible steps in
this direction could include (i) facilitating wider
dissemination and discussion of IMF analysis
that forms the basis of its policy advice (includ-
ing, where appropriate, technical assistance re-
ports); and (ii) encouraging greater openness to
“independent/external voices” as inputs into pro-
gram design, when agreeable to the authorities.8

• Clarify the approach to be taken by the IMF in
those cases where the PRS approach has added
some value but has not yet produced an opera-
tional road map or the necessary institutional
framework for implementation. Even in these
cases, there may be significant scope for opening
up the policy space and incorporating evidence
on macro-micro linkages (including PSIA) more
systematically into program design, even though
the priorities for such activities will not be driven
by a coherent country-driven strategy.

• Clarify what the BWIs are trying to achieve
jointly through the streamlining of conditional-
ity and how this fits with stronger domestic
ownership; establish a system for the monitor-
ing of aggregate Bank-Fund conditionality at
the country level.

(3) Streamline IMF documentation and Board
scrutiny of PRS documents

Exactly how this streamlining should be done will
depend on what role the JSA plays (see Recommen-
dation 3), but there seem to be two possible ap-
proaches: (i) make the JSA the central assessment
instrument, with operational meaning—in which
case “comfort” letters and detailed analysis of the
PRS strategy in other staff reports (Article IV or
PRGF-related) would be unnecessary; or (ii) incor-
porate the functions of the JSA into surveillance
and/or program documents. In any event, IMF Board
discussion of the PRSP itself seems unnecessary (al-
though Directors should continue to receive PRSPs
for information). At the initiative-wide level, sepa-
rate annual reports on Progress in Implementing the
PRSP Approach and the Global Monitoring Report
on the Millennium Development Goals (MDGs) ap-
pear duplicative and could be merged.

Recommendation 5. Strengthen prioritization
and accountability on what the IMF itself is sup-
posed to deliver within the broader partnership
framework, built around the priorities emerging
from the PRS process, and ensure that resources
match commitments.

The IMF should tailor its involvement more
closely to country needs, taking into account the
contributions from other partners. Because these
needs vary widely and because resource constraints
on the IMF will remain tight, a more systematic ap-
proach is needed to (i) setting priorities on what the
IMF itself will deliver; and (ii) ensuring appropriate
coordination of key inputs from other stakeholders.
Prioritization and coordination could be improved as
follows:

(1) Generate, as part of the PRS process, specific
priority actions for the IMF to assist the country con-
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8The Tanzania case is a good example and illustrates that a
change in the “way of doing business” toward strengthening the
capacity of countries to engage in discussion on such policy ad-
vice requires primarily a change in attitude and organizational ap-
proach. We are not suggesting that the IMF has to provide the re-
sources for any additional outside inputs, but bilateral donors may
wish to do so. Indeed, in the Tanzania case the additional analysis
was financed by a bilateral donor.
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cerned to reach its objectives, including for analyti-
cal inputs and long-term capacity building. If the
IMF is not well-suited to produce a particular input
(e.g., some PSIA), but this input is judged critical for
program design, a clear identification—stemming
from the PRS priorities—of who has agreed to do
what and by when would strengthen incentives. Such
key deliverables would be agreed with the govern-
ment and made public. These priority actions would
then be the basis for evaluations of IMF perfor-
mance, both at the country level and in aggregate.

(2) The IMF’s own budget decisions on allocation
of administrative resources should be geared to these
priorities. Linking realistic resource allocation deci-
sions to a more explicit set of priorities should help
improve decision making and make clearer to all
what the IMF has committed to, and what it has not.
However, the evaluation suggests that the ambitious
original expectations of the IMF’s role in the PRS
approach would require more resources than have
been provided so far.

(3) Experiment with broader “external reviews”
of the PRS/PRGF process, monitoring in particular
the performance of donors and international finan-
cial institutions (IFIs) in providing support, and not
just performance of the national authorities. Tanza-
nia’s Independent Monitoring Group (IMG) is one
possible example of such an approach.9

Recommendation 6. The IMF should encourage
a strengthening of the framework for establishing
the external resources envelope as part of the PRS
approach.

The present “architecture” of the PRS approach
does not provide a clear framework for helping
countries and donors decide what is an appropriate
medium-term resource envelope in which the macro-
economic strategy should be derived. The evaluation
has not produced sufficient evidence for us to rec-
ommend a particular “right” approach on this issue.
However, we would not favor a greatly expanded
role for the IMF that would risk taking it beyond its
comparative advantage. Elements of a solution
would include:

(1) The country itself, not the IMF or World
Bank, should eventually play the central role in elab-
orating macroeconomic frameworks and catalyzing
donor support. The pace at which this transition can
be made will depend on specific capacity constraints

in each country, but country leadership seems essen-
tial to “owning” the process.

(2) The IMF role would be to provide debt and
macroeconomic sustainability assessments and judg-
ments on the policy framework, but it would not be
responsible for the “normative” judgment on appro-
priate aid levels over the medium term.

(3) The tension between “ambition” and “realism”
in determining the external resource envelope can per-
haps be handled by presentation of alternative projec-
tions (consistent with assumptions of stronger policy
reforms as well as additional external financing). The
IMF should provide increased analytical support for
such approaches when requested. But the choice to
prepare alternative projections should remain with the
country and not be a uniform requirement.

(4) Improving aid predictability is a wider problem
that the IMF cannot resolve on its own. Consistent
with the PRS approach, donors should be making and
implementing firmer medium-term commitments,
linked where possible to country budget processes
with clear triggers for financing decisions. However,
this is only feasible if the PRS process generates an
effective operational road map. The challenge is how
to reconcile PRSP countries’ concern for aid pre-
dictability with donors’ concern for aid effectiveness,
which implies some performance-based selectivity.
For the IMF, this requires finding a way—perhaps
through a strengthened JSA—to provide signals to the
donor community on macroeconomic performance
that are sufficiently calibrated, and take account of the
longer-term framework of donor involvement, to be a
useful input into selectivity decisions without provid-
ing excessive “on-off” signals for financing. We re-
turn to this issue below.

Some Reflections on the IMF’s Longer-
Term Role in Low-Income Countries

Many of the issues raised in this evaluation have
to be addressed in the context of the larger issue of
the IMF’s longer-term role in low-income countries.
A discussion on this subject has already begun.10 It
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9The IMG was appointed jointly by the Government of Tanza-
nia and donors in 2002 to examine the factors that undermined
the impact of aid and its contribution to supporting Tanzania’s
PRS. In particular, the IMG would monitor the policy dialogue,
financial management and governance issues, predictability of
aid flows, and the nature and use of technical assistance.

10Since the summer of 2003, several discussions were held in
the IMF’s Executive Board on various aspects of the role of the
Fund in low-income countries. This discussion is still ongoing.
The staff papers on which the Board discussions were based,
along with the preliminary conclusions reached by the Board, are
available on the IMF’s website (www.imf.org). The key papers
are as follows (starting with the most recent): “The Fund’s Sup-
port of Low-Income Member Countries: Considerations on In-
struments and Financing” (February 24, 2004); “Fund Assistance
for Countries Facing Exogenous Shocks” (August 8, 2003);
“Role of the Fund in Low-Income Member Countries Over the
Medium-Term—Issues Paper for Discussion” (July 22, 2003).
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is beyond the scope of this evaluation to make de-
tailed recommendations on the strategic policy
choices involved, but our investigation has high-
lighted a number of unresolved issues—some of
which have not yet been aired sufficiently in the
IMF’s own papers on the subject—that will require
the Executive Board to take several critical deci-
sions. We summarize here the key decisions that will
be needed and suggest a number of principles that
should be borne in mind as they are taken.

The key decisions are:

(1) What should be the signaling role of the IMF
in the longer term and how should it be provided?

The revealed preferences of major development
partners and of many low-income countries suggest
that if substantial donor support is to continue, an
IMF signal of the quality of macroeconomic policy
will be required. This certainly requires an IMF sig-
nal that is credible and clear, but it may or may not
require financing and conditionality. Decisions on
the signaling role should also distinguish between (i)
the need for judgments on the overall macroeco-
nomic framework and strategy (for which a JSA-
type vehicle may be needed), and (ii) monitoring of
shorter-term performance where needed (a role tra-
ditionally performed by IMF conditionality; see (3)
below).

(2) What should be the IMF’s financing role in
low-income countries and what should be the crite-
ria for “exit” from such financing?

The existing criteria for such financing are based
on the concept of “protracted balance of payments
need,” which is so vague as to be difficult to distin-
guish from development financing in practice. As-
sessments of a protracted balance of payments need
are expected to consider not just the country’s over-
all balance of payments position at the time of the
request for financing, but also “past, present and
prospective external performance [indicators], such
as export and import performance, terms of trade de-
velopment, access to capital markets, cost of debt
service, foreign reserves [and] medium term financ-
ing gaps that the [country] might experience in its
growth oriented adjustment effort.” A present bal-
ance of payments need is not required. These criteria
do not provide effective guidance for when the IMF
should shift its support from traditional lending
arrangements to other forms of engagement and in
practice have justified continued financing.

In contrast, there has not been enough emphasis on
the implications of the PRS process itself for an “exit”
strategy from IMF lending. Unbundling the various
nonlending functions that the IMF is expected to per-
form under the PRS approach (see Recommendation
4) makes clear that the IMF can remain very substan-

tially involved in the PRS process without providing
baseline financing over long periods.11

(3) What will be the nature of IMF conditionality
in the longer term as the PRS approach takes root?

This will require decisions on what is the ratio-
nale of IMF conditionality in a longer-term, partner-
ship-oriented framework where everyone recognizes
that donors are “in for the long haul” and there is a
strong emphasis on country ownership.12 One possi-
ble route would be to restructure IMF conditionality
to fit within a broader “partnership” approach to
monitoring and assessing progress in implementing
the PRS. For example, the IMF could join the collec-
tive approaches to monitoring PRS progress that are
evolving between those donors (including the World
Bank) providing direct budgetary support (e.g., the
PAFs for Tanzania and Mozambique). However,
even within such a framework, the IMF (and its part-
ners in the PRS approach) might come to the conclu-
sion that there are grounds to maintain a separate
quantitative monitoring of the short-term evolution
of key macroeconomic policy variables—given that
providing short-term feedback on key budget con-
straints and macroeconomic sustainability is a cen-
tral IMF contribution. But such monitoring need not
necessarily be tied to IMF lending, nor should con-
tinuation of other flows be mechanically interrupted
on the grounds of nonperformance of short-term
conditionality.13

(4) What should be the IMF’s role in strengthen-
ing the framework for establishing the external re-
sources envelope that countries may count on?
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11Present policies call for access to PRGF resources to decline
with successive three-year arrangements. However, policies that
contemplate defining the appropriate levels of access for, say, the
fourth and fifth rounds of three-year PRGF arrangements (i.e., 12
or 15 years into the initiative) raise very uncomfortable questions.
It is hard to see any justification for such protracted, albeit low-
level, financial involvement except on the grounds that only tradi-
tional programs carry sufficient credibility as signaling devices
(either with the country or donors).

12The earlier IEO evaluation of the prolonged use of IMF re-
sources suggests that traditional approaches to conditionality may
lose their effectiveness in such situations, especially with regard
to the types of reforms that take time and cannot easily be broken
down into specific short-term conditions. (See IEO, 2002, Chap-
ter 5, especially paras. 35–37).

13This concern was raised by a number of I-NGOs in their in-
puts to this evaluation. The Mozambique case study suggests a
possible approach. Delays in completing reviews under the
PRGF-supported programs flagged emerging concerns to donors
but did not trigger an immediate interruption of financing by
those donors providing direct budgetary support. Instead, active
participation by IMF staff in a donors’ forum served as a mecha-
nism for signaling what progress was being made in resolving the
outstanding issues. An agreement was eventually reached and the
program review completed, without any interruption in these
broader financing flows.
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As noted in Recommendation 6, the evaluation
evidence suggests no “right” answer to this ques-
tion—in part because the IMF has not, until re-
cently, encouraged much experimentation with dif-
ferent approaches. However, elaboration of such a
framework is not something the IMF can do on its
own; all development partners will need to be in-
volved. Part of the agreed framework should be un-
derstandings on the implications of IMF signaling
on short-term macroeconomic performance for
other financing flows.

We recommend that the following principles help
guide these decisions:

• The approach to the IMF’s role in the architec-
ture of the PRS should build upon the specific
comparative advantage of the IMF. These include
analysis and policy advice on macroeconomic
and related structural policy issues, which are
preconditions for sustained pro-poor growth.
They should incorporate a focus on management
of budget constraints and longer-term sustainabil-
ity issues; technical assistance and capacity build-
ing in these areas; and a relatively short-term fi-
nancing role to help cushion against adverse
shocks that might push the longer-term growth
and poverty-reduction strategy off track.

• The IMF’s contribution in low-income countries
will be only one part of a broader, partnership-
based framework, and its modalities should be
designed with this framework in mind. In other
words, strong coordination elements rather than
“stand alone” approaches need to be built in
from the outset, whether it be with respect to
PSIA, conditionality, or decisions on overall ex-
ternal financing.

• The choice of appropriate instruments to pro-
vide signaling should be based on the needs of
low-income countries and their development
partners. However, the credibility of different
signaling devices will depend partly upon the
“architecture” chosen. At present, programs as-
sociated with IMF lending arrangements are so

central to the IMF’s role in low-income coun-
tries that nonprogram signaling tends to have
less credibility. This could change if a different
structure, with new signaling and financing in-
struments, were adopted.

• The modalities of the IMF’s role should be
mindful of the incentives created and should be
designed to encourage countries to press ahead
with their policy and process changes under the
PRS approach. To give an example, one possi-
ble way of integrating the IMF’s relatively
short-term financing into the PRS approach that
might be consistent with such a principle would
be for the PRGF not to provide financing when
there is no immediate balance of payments need
(nor to design somewhat arbitrary phaseout
schedules), but to incorporate provisions for
greater contingent ease of access to financing
when needed because of adverse exogenous
shocks—provided that the JSA (or its successor)
has given a sufficiently positive signal on the
country’s progress in implementing the PRS.

• Decisions on the intensity and length of IMF in-
volvement in PRS countries and the way the
IMF organizes its operations and allocate its
staff resources to these countries need to be
made in an integrated manner, so as to ensure
consistency between commitments and available
resources.

To summarize, there can be no doubt on whether
the IMF has a longer-term role to play in low-
income countries. It clearly does, if only because
macroeconomic stability is widely accepted as a pre-
condition for sustainable pro-poor growth. However,
it is important that the IMF’s role is kept within the
institution’s comparative advantage. The challenge
is to translate that basic approach into two sets of
choices: first, on how to “embed” the IMF’s contri-
bution most effectively into a broader partnership
framework and, second, what should be the intensity
and scope of the IMF’s involvement in that broader
framework.
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