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Executive Summary and Recommendations

esearch is critical to the Fusdsuccessful opera

tion because it provides the analytical foundations
for the work of the institutionwithout it, the Fund
views and advice would lack credibilifihe contribu
tion of research to the work of the Fund depends on
ensuring that research is relevant, of high quatditygl
disseminated &fctively. Our evaluation finds that
there is room for improvement on these dimensions.

Specifically we find the following.

« Although the Fund produces some excellent
research products, there is substantial room
for improvement in the overall quality of the
Funds research.

* The mix of research conducted at the Fund
needs to be directed more to areas where it
can add the most value.

* Research in functional departments needs to
be integrated to a greater extent into opera
tional work.

« Fund researchers do not have the visible profile
in the outside world that they had in the past.

To determine the factors that lie behind these con
clusions, we examine five basic issues central to the
research process:

 organizational structure;

* culture;

« incentives and accountability;
« resource allocation; and

« dissemination.

We find room for improvements on a number of
fronts and we make a set of recommendations to
achieve these improvemenihe recommendations
focus on setting priorities for research activities in
the Fund and improving incentives and accountabil
ity in the research process. Most of the recommenda
tions directly address research activities. Howgever
we believe that it is also important to improve as
pects of the wider environment that have an impor
tant influence on incentives and resources fer re
searchTo this end, we make two recommendations
of a more general nature.

Our recommendations are grouped into two sets:
this first set consists of 9 key recommendations,
followed by a second set of 13 supplementary
recommendations.

Key Recommendations

In our evaluation of the research process, we
found room for improvement in the following areas:

« the value attributed to research in the day-to-
day priorities of the Fund,;

« the amount of time allocated to conduct high-
quality research;

* the coordination of research and overall re
search strategy and priorities;

* the mix of research;

e communication between departments regard
ing their research activities;

* incentives to conduct high-quality research;
e openness to the outside world;
« the choice of visiting scholars; and

« the allocation of resources for
consultants.

hiring

The following three recommendations, which
focus on allocation of the Fursdscarce resources,
address the issues identified above.

1. Create a Committee on Research Priorities to
assist in strategic planning and to support-re
search activities.

This committee should identify research prior
ities for the Fund. It should also provide resources
to research projects it selects from those submitted
to it and make Fund-wide decisions on inviting
visiting scholars and hiring outside consultants.

2. Introduce explicit departmental targets for
staff time allocated to research activities.

Each department should be required to set
aside a share of its stafme for research and
make this explicit in its budget.
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3. Shift the mix of research toward topics that
add most value.

Within its mandate, the Fund should shift more
of its research &rts toward developing and tran
sition economycross-countryand financial sec
tor research.

The following could also be improved:
« collaboration between departments;

source of independent advice to the Fund onr pol

icy issues.

There is a need to improve accountability in-gen
eral and make better use of resourddmse issues
have important éécts on the resources and incen
tives for research activities but alséeat the ogant
zation as a whole.

The following recommendations, of high priority
but of a more general nature, address these issues.

* incentives for researchers to be involved in
the policy development process;

« accountability of stdfinvolved in research
work.

The three recommendations that follow address
these issues, and those mentioned eabliemaking
improvements to various aspects of the Fand!
centive structure.

4. Create incentives to improve collaboration-be
tween departments and to encourage-re
searchers to contribute to policy work.

Research sthghould receive credit in their an
nual performance reviews for providing valuable
service to other departments, based on input from

these departments. Requests for assistance on

major policy development projects and mission
work should be advertised on the Fumiiternal
website.

5. Improve the assessment of research quality in
the annual performance evaluation system.

8. Create a more dééctive performance evalua
tion system.

The performance evaluation system should be
changed to discriminate mordagtively between
high and low performers and to encourage poor
performers to leave the ganization, with a seri
ous threat of termination.

9. Consider how to reduce unnecessary internal
review of Fund work and avoid formal writ
ten comments where informal communiea
tion would be adequate.

As part of an evaluation of the review process,
the Fund should consider changes that allow review
to take place at an earlier stage of the document de
velopment process, make communication more in
formal, and reduce the amount of reviewing.

Supplementary Recommendations

Recommendations 10 to 14 address issues- relat

The performance assessment for research stafing to the Fund culture, incentive structure, and
should be based more systematically than at pre accountability

sent on a serious assessment of the quatity not
merely the numbepf research papers produced.

6. Give all staf, no matter how junior opportu
nities to present their research products to
management and the Executive Board.

The Fund should adopt a convention that the
primary author or authors of a research product
should always be the ones who present it to-Man
agement or the Executive Board (unless they opt
not to do so).

The culture in the Research Department must be
supportive of research.

The following recommendation focuses on the role
of the Director of the Research Department in fester

ing a culture that supports research and engages the

department in the policy development process:

7. Give a clear mandate to the Director of the Re
search Department to be both an active re
search leader and economic counselor to the
Fund.

A Director of Research should be actively en

10. Encourage participation in relevant external
conferences.

As a departmental objective, each department
should explicitly set aside time for their $t&d
participate in external conferences of relevance to
the Fund, and ensure that presentations bf attaf
relevant conferences are rewarded.

11. Put only the names of significant contribu
tors on Fund publications.

Only the names of individuals who have made
a significant contribution to the research should
appear as authors on Fund publications, and there
should be no presumption that seniorfssabuld
be listed first on coauthored publications simply
because of their seniority

12. Improve collaboration betweek\Vorld Bank
and Fund researchers.

A joint weekly (or biweekly) research seminar
and possibly an annual conference, should be-estab
lished by the Research Department in conjunction
with the appropriate counterparts in tWéorld

gaged in the research process, as well as being a Bank.



13. Introduce more flexibility into the hiring
procedures for entry-level economists.

Economist Program candidates should include
those with strong research interesite Fund

should, at the outset, assure some good candidates
a place in the Research Department (contingent

upon their successful completion of the two-year
Economist Program). Candidates with strong re

search interests should be required to present their
research at a seminar and the opinions of active
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work in an informal meeting of the Executive
Board.

18.Improve dissemination of research to nen
technical audiences outside the Fund.

The Fund should review its overall dissemina
tion strategy consider publication vehicles that
have been successful in other public policy insti
tutions and encourage greater researcher involve
ment in some nontechnical publications.

researchers should be taken into account in the Recommendation 19 addresses an issue relating to

hiring decision.

14.Consider streamlining the management
structure in the Research Department.

The Research Department should consider

resource allocation in the Fund.

19.Increase the number of research assistants
relative to economists.

The Fund should substantially increase the

adopting a less hierarchical structure as a means overall number of research assistants, and hire

of increasing collegiality in the Department,-en
hancing intellectual exchanges and makirfi- ef
ciency gains.

more of them on fixed-term, nonrenewable
contracts.

Recommendations 20 to 22 address issues relating

Recommendations 15 to 18 address issues relatingo the culture of openness to the outside world.

to dissemination of research both within and outside
the oganization.

15.Write and disseminate nontechnical sum
maries of highest quality and most relevant
research.

Selected research papers with interesting
and/or relevant conclusions should be summa
rized for nontechnical audiences and be dissemi
nated throughout the Fund.

16. Treat working papers as preliminary

Working Papers should no longer be authorized
for distribution by Front Gices or division chiefs
and should have the following phrase added to the
current disclaimer: “Thi8Vorking Paper is prelimi
nary and is for discussion purposes dnly

17.Create a new vehicle for non-senior stab
make presentations to Management and the
Executive Board.

Periodically perhaps four times a yeataf
should make presentations of their research

20.Create an ongoing external review process
for research products.

On a periodic basis, the Fund should contract
with outside experts to read and comment on the
individual products of the research projects that
have been approved by the Committee on Re
search Priorities.

21.Monitor progress on implementing the rec
ommendations in this report.

To ensure the &fctive implementation of the
recommendations in this report that are approved
by the Executive Board, the Board should require
Management to submit a follow-up report on-im
plementation one year from the date of discussion
of this report.

22.Create periodic, general, external reviews of
research activities.

The Executive Board should commit to peri
odic external reviews of research activities at in
tervals of no more than five years.



Introduction

Section | Introduction

Objectives of the Evaluation 4. The full Terms of Reference for the evaluation

) ) ) are attached asnnex | to this report.
1. This evaluation of the International Monetary

Fund's economic research activities was commis

sioned by the IMFE Executive BoardThe evalua How the Evaluation Was Conducted
tion is one of a series of external evaluations {ook

ing at diferent aspects of the Fusdperations. 5. The Committee interviewed a wide range of
2. The purpose of the evaluation, as stated in thepeople, both inside and outside the Fund, to canvass
Terms of Reference, is to their opinions on Fund research.

6. Within the Fund, the Committee interviewed
assess whether economic research in the IMF  about 100 people:

contributes successfully to the achievement of the
Funds objectives. For this purpose, the evalua * 2 members of management;
tion will assess the appropriateness of the present « 15 Executive Directors;
scale and @anization of research activities, the
way in which the level of resources are chosen,
and how they relate to the overall work of the
Fund.The evaluation will also seek to assess the
quality and the added value offéifent aspects of
the Fund$ economic research and to appraise its
utility in the Fund among its member countries,
and within the wider economics community

« 36 A-level economist st&fand 40 B-level
staf (including all Department Directors)
from the following departmentsAfrican,
Asia and Pacific, European |, European I,
FiscalAffairs, IMF Institute, Middle Eastern,
Monetary and Exchang&ffairs, Policy De
velopment and RevigwResearch, Statistics,
andWestern Hemisphere.

3. Our committee of external consultants was 7. We also interviewed several dtaf the Admin-
given a six-month timeframe, with total resources of stration and External Relations Departmeé&
six person-months and a limited travel budget, in actively sought interviews with a number of the peo
which to make an assessment. In making that assesgle we interviewed. Howevewe also circulated an
ment, we have considered the following broad, inter open invitation to all members of the departments
related questions: mentioned above to meet with us if they wished to.
8. Outside the Fund, we spoke to 86 people. Of

* What is the definition of economic research
these:

in the context of the Fund?

e 15 are former Fund sfaf are now in acade
mia, 4 are now in policymaking capacities in
national governments, 3 are now in the- pri

¢ Why does the Fund need research and what
are the Fund' research needs?

¢ What is the present scale of research in the vate financial sector2 are retired, and 1
Fund? works in a policy institute);

« Is the Fund doing the right amount, type and » 30 are national policymakers (in 12 countries
mix of research to best meet its needs? in EuropeAsia, North and SoutAmerica);

« Is research g@anized in the most fefctive * 5 work at theNorld Bank;
way? e 17 are in academia (many with some prior or

« Is the research of high quality? current link to the Fund or th&orld Bank);

« Is the research presented and disseminated ef ~ * 10 work in policy institutes;
fectively to the right audiences? 3 work in the private sector; and
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-_6 vyor_k in other international financial Research and the Wider Environment
institutions. of the Fund

9. Given limited time and budget for travel, we
could not realistically interview all potential pro
ducers and users of Fund research. Howewer

15. In any evaluation of a part of arganization$
functions, it is also necessary to consider how that

interviewees are Ige in number and cover a wide part interacts with the rest of theganization. In

spectrum of all interests inside and outside the €Valuating research in the Fund, it is particularly
Fund necessary to consider the way the wholgaaiza

10. We also collated a list of the Fusd’esearch tion works because
output in the last four years (1995-98) and reviewed  research is not simply an output per se, it is

samples of the output for quality and relevarides also an essential input into other parts of the
process is described in greater detail in the begin Fund's operations (lending, advising on pol
ning of Section Il icy, etc.); and

11. We are grateful to all those we interviewed for
their insights, and to Fund stafi support functions
who provided us with background information, data,
and other Fund records.

 research in the Fund is done throughout the
organization, not only in the Research-De
partment (although the type of research and
the amount of time devoted to research varies
significantly across the Fund).

Structure of the Report 16. Many of the issues that have importafeet
on the environment and incentives for research also
12.We begin in Section Il by articulating our view affect other activities in the ganization.We have
of the role of research in the Fuie first define re therefore viewed th&rms of Reference for this-re
search in the context of the Fund, then consider whyport broadly to include issues thatfatt other as
research is important for the Futhe details of how  pects of the way the ganization operates as well as
research is ganized are found iinnex . research.

13. Section lll contains our evaluation of the ef 17. We are also aware that in reviewing re
fectiveness of research activities in helping the search—a specific activity of the Fund—we run the
Fund to meet its objectived/e outline what we ex risk of failing to consider the tradefefbetween
pected to see in the research operations of g& or the needs of research and the needs of other-activi
nization such as the Fund, and assess the extent tties in the Fund. Research is extremely important to
which the Funds research operations meet our the Fund. Howeverwe recognize that tradefef
expectations. have to be made betweerioef devoted to research

14. Section IVcontains our recommendations for and to other activitiesThese trade-é$ are best
improvement in the way research iganized, and  made within the framework of an overall strategic
operatesThese recommendations are designed toplan for the institution, which would also set
ensure that the Furglresearch activities provide the broader framework for deciding on research
support for its operations and policy advice, thereby priorities.
putting the Fund in a strong position to advocate 18. While the scope of our review necessarily
and defend its advice and views to relevant externalmust be limited to research activities, we believe it
parties.The recommendations fall into two sets. should feed into a wider strategic planning process

The first set contains nine kdyigh-priority recormn so as to allocate didient resources for research-ac
mendationsThe second set supplements and-rein tivities and to determine where to concentrate re
forces the nine key recommendations. search dort.
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Section Il The Role of Research

What Is Research and Why Is It e “Are Currency Crises Predictable?This
Needed at the Fund? paper evaluates thefeftiveness of three dif

ferent pre-1997 econometric models in-pre
Definition in the Context of the Fund dicting currency crises.

19. Research can meanfeint things to dfér- * “Asymmetric Information and the Market
ent people. Our terms of reference note that “the Structure of the Banking Industfyrhis paper
boundaries between research and operational work examines the role of asymmetric information
are not cleacut, since much of the sta regular in the determination pf the equilibrium struc
work on surveillance and the use of Fund resources ture of loan markets in the context of a multi-
involves elements of research.” In other words, re period model of spatial competition.
search in the Fund is, in many cases, an intermediate < “Does the Introduction of Futures on Emer
input into many of the Funsl'other activities. ing Market Currencies Destabilize the Under

20. Recognizing this, in the context of the Fund, lying Currency?” This paper investigates
we define research widely as the set of activities that whether volatility spillovers from the deriva
provide an analytical foundation for the Fundper tive market destabilize the underlying cash
ations.These activities might involve either devel market and disrupt the exchange rate policy
oping new or improved theoretical and empirical The paper examines three egiag market
frameworks and databases or making use of existing countries—Mexico, Brazil, and Hungary—
frameworks to provide an analytical basis for deci that have already allowed derivative contracts
sion making and policy advice. Research, in what on their currencies to be traded.

ever form it takes, should be thought of as an invest
ment. Research adds to the stock of the Fund’
knowledge and human capital and feeds through into
operational work to achieve the overall objectives of  This is research that draws on policy foundation
the Fund. research to create the broad policy frameworks
21. For the purposes of our evaluation, we have (strategy) that guide the Fulsdoperations. Recent
identified three categories of research at the Fund. Re examples of policy development research conducted
search in each category hadeliént objectives and in the Fund include the following:
can result in dferent end products—some of which
will be stand-alone research papers while others will
be incorporated into sfafeports, papers presented to
the Executive Board, or internal memoranda.

Policy Development Research

e “Sequencing Capitahccount Liberalization:
Lessons from the Experiences in Chile; In
donesia, Korea, anthailand.” This paper ex
amines the sequencing of capital accountdiber
alization and draws lessons from experience in
four emeging market economies: Chile,-In
This is research that develops basic analytical donesia, Korea, arithailand.

tools and frameworks on which the development and

analysis of policy rests. Some research of this kind is

done in academiat its broadest, it covers a wide
variety of research, some of which is only very dis
tantly related to policyPolicy foundation research
also includes the creation of new data sets that are
essential for sound empirical research. Some recent

examples of policy foundation research conducted in ~ * “Dollarization: Implications for Monetary
the Fund include the following: Policy.” This paper reviews recent trends in

Policy Foundation Research

e “IMF-Supported Programs in Indonesia,
Korea, andThailand:A PreliminaryAssess
ment.” This paper examines the 1997/98
Fund-supported programs in each of
these countries and draws lessons from the
experience.
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the use of foreign-denominated monetary as velopment research, which feeds into policy analysis

sets in developing countries, then analyzes research, which feeds directly into the Fisnobera

the implications for the choice of exchange tions. Reactivelyproblems or issues that arise -dur

rate regime and choice of monetary aggregateing operations may call for research on policies,

for programming purposes. which in turn could stimulate policy foundation and
« “The Scope for InflatiorTargeting in Devel policy development research.

oping Countries."This paper considers the

wider applicability of inflation tageting as a Why Does the Fund Need Research?
monetary policy framework in several devel

oping countries. 24.The Fund has two core functions:
e monitoring the economic performance of
Policy Analysis Research Fund members and providing them with -pol
o . icy advice, technical assistance, and financial
This is research that draws on policy development resources to improve macroeconomic aad fi
and policy foundation research. It is research that nancial management in their economies; and

looks at the specific details of a policy problem and
is needed to provide policy advice in the day-to-day
operations (tactics) of the Fund. For example:

* monitoring and analyzing the functioning of
the international monetary and payments sys
tem and providing advice for ensuring the

« “Measuring Currency/olatility in Poland.” systems stability and diciency.

This paper assesses the degree of volatility of
the Polish zloty in currency markets and-con
siders whether the volatility of the zloty may
be increasing over time.

25. Research of all three types we identified at the
beginning of this section is crucial to performing
these core functions successfully:

« “The Transmission of Monetary Policy in-Is * Policy foundationeseach helps the Fund as
rael.” This paper investigates the transmission sess the models and assumptions that underlie
of monetary policy to real activity in Israel its policy advice in light of new ideas, and
from January 1990 t&pril 1997 and assesses prevent rigid, entrenched thinkingvhile its
whether monetary policy significantly influ relevance for policy can be somewhat less
ences real activity and the relative importance immediate, in the long term, it can fundamen
of different transmission channels from mon tally change the way the Fund thinks about
etary policy to real activity policy issues.

« “Inflation Tarmgeting in KoreaAn Empirical « Policy developmenteseach helps the Fund
Exploration.”This paper explores some of the identify successful, as well as demonstrably
practical aspects of a move toward inflation failed, general policy approacheshis
targeting in Korea and assesses whether an knowledge can be used to help design better
inflation-tamgeting framework is likely to be policy recommendations for members and or
successful in Korea. ganize its own operational policies (such as

the Funds lending facilities).

< Policy analysis eseach helps the Fund gain
a thorough understanding of how its member
countries’economies operate, and what the
trade-ofs between ditrent policy options
may be.This is necessary in order for the
Fund to make sound policy recommendations
to individual member countries and to its
membership as a whole.

22.The first two categories (policy foundation re
search and policy development research) require a
substantial amount of time to produdée third cat
egory policy analysis research, can sometimes in
volve a long research process, but often covers re
search conducted in relatively short timeframes (a
few days to a month).

23. While there is likely to be disagreement over
the terms we have used to describe each type- of re
search, or which category certain specific pieces of 26. Research is the means by which the Fund en
research fall into, such disagreements should not de sures that the approaches it takes to the issues con
tract from the importance of the general conceptual fronting its members are the best that the current
distinction that we are trying to make between the stock of knowledge and state of the art in policy de
categories. Inevitablyn the Fund, these types ofre sign can dier. Any organization that relies on old
search will blend into each othdris is desirable.  ways of doing things in a changing world will even
Research should be both proactive and reactive.tually cease to be relevarfthere is much still to
Proactively research ideas feed into a pipeline: that |earn in the field of economic policymaking, and the
is, policy foundation research feeds into policy de Fund must continue to learn and update its thinking.
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27. Of course, the Fund does not, and should not,
try to produce all the research that is relevant for its
needs:

process. Often, in policy design, decisions
have to be made quicklyhe quality of those
decisions can be improved by drawing on

. . someone who has thought about the issue in
* There are certain areas of economic research,

particularly some areas of economic theory
where the relevance of the research i§ dif
cult to link to policymakingThis research is
best left to academidhe Fund cannot hope
to create an environment that is conducive to
the production of this type of research. Even
if it could, and even if the research was of ex

depth.

Successful in-house research can indepen
dently help enhance the credibility and repu
tation for quality of the Fund among the acad
emic community as well as policymakers in
member countriesThis can produce greater
confidence in the Fung’'recommendations

and reduce the likelihood that the Funtke

treme importance for the Fund in the much > ) )
ommendations will be ignored or doubted.

longer term, it would be ditult to justify the

Fund conducting this type of research at the 59 some of the people we spoke to asked us
expense of other forms of research that have ayhether policy foundation research should be left to
more direct paydfto the oganization. the academic communityhey were concerned that,

e The Fund can benefit from contracting with for an oganization with limited resources and an
outside researchers to conduct some of the re emphasis on operations, policy foundation research
search that it needs, particularly when-out might be an unproductive luxuri?olicy foundation
siders conduct that research in collaboration research is relatively riskier than other forms of re
with Fund stdf This is a useful way of bring search because there is a greater likelihood that the
ing skills and expertise that the $tdb not research will not come up with useful results. How
have into the @anization. ever in our view when the research succeeds, the re

- Most important, the Fund should make use of turns are very likely to be high. It is our firm belief
good research that already exists outside thethat policy foundation research should be an impor
organization. It is clearly appropriate for the tant and valued component in the portfolio of in-
Fund to conduct research on topics relevant to house research activities, both for all the reasons de
its functions that are also actively studied-out Scribed above, and also because

side the Fund, but it should use relevant re - the objectives of academic research and the
search that already exists outside, without du incentives in academia are fifent, and
plicating it. often not appropriate for producing research
helpful for the eventual formulation of policy
However policy foundation research in the
Fund, if accompanied by the appropriate in

28. However we strongly believe that the Fund
should have an in-house research capacity and
should rely only to a very limited extent on external - ) A
researchers on contract to substitute for its own re centives, should be policy relevant even if it
searchWe consider that in-house research is essen does not feed directly into policy work;
tial for the following reasons. * Fund staff are closer to some of the underly
ing, real-world issues (on which the Fund has
to advise its members) than academics, so
they will be able to identify and conduct pol
icy foundation research on these issues in a
more efective and timely manner; and

« most important, policy foundation research is
an essential element in generating and nurtur
ing an oganizational culture that emphasizes
fresh thinking, learning, and continually chal
lenging conventional wisdom.

* Fund stafwith a research orientation need to
be given an opportunity to conduct research
so that the Fund can continue to hire and re
tain the best economic minds.

* Research is more easily drawn into the process
of policymaking when the same people that
conduct the research are also involved in the
operational processes of the Fund.

¢ Fund staf have an in-depth understanding of
the problems and issues faced by the Fund’
member countriesThey can use that knowl
edge to produce more insightful research than
those approaching the problem from a more
removed position.

« Fund staffcan gain an in-depth intuition from 30. A description of the type of research eon
conducting their own research that can be ducted in the Fund and the way that researchyis or
called upon to help in the policy design nized is found ilAnnex II.

Nature and Organization of Economic
Research in the Fund
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Section lll The Committee’s Evaluation
of Research Activities

31.We have divided our evaluation of research ac Economic Outlookand thelnternational Capital
tivities into two parts. In the first part, we assess the Marketsreport wereboth of high quality and of
Fund’s research against the characteristics that wegreat relevance to them. Particularly noteworthy is
consider to be desirable for the research of a publicthat academics, who are typically less interested in
policy institution such as the Fund. In the second part,these types of research products, citeditierna
we evaluate the inputs into the research process, thational Capital Marketgeports as filling a niche that
is, the way Fund research iganized and operates, they do not see filled elsewheie were also im
and how this décts the Fund' research output. pressed by the quality of these products.
35. Howeveron the whole, with some exceptions,
we were not as impressed with other research-prod
Evaluation of Research Output ucts we reviewed.
36.We looked in detail at 3@/orking Papers pro
32. The characteristics of successful research out duced in 1998, which were selected at random from
put differ across @anizations. For example, the char  the 182Working Papers produced in that year (the
acteristics of successful research output in an acadeselection was weighted to reflect the number of
mic institution are dferent from those that should Working Papers produced by each departmaii).
define success in a public-policy institution such as decided to restrict ourselves to papers from 1998 in
the International Monetary Fund. In evaluating the order to provide us with a good snapshot of where
success of the Furltesearch output, we looked for research activities are at the present tividbile we
the foIIowmg characteristics in the research: expected to find a mix of very good and not so good

« fresh, creative thinking that helps to develop research products (such is the nature of any research

new frameworks for Fund operations and-pol Process), in general we found that most of the papers
icy advice; had one or more serious weaknesses.

- sound analytical foundations: 37. In some cases, the research was on interesting

: topics that were relevant to the Funaork, but the
< support for day-to-day operations such as pol

icv advice to bolicvmakers in Fund member research was either not particularly innovative or it
cguntrieS' policy lacked depth. In some cases, the research could have

been improved if more care had been put into the way
+ a focus on areas where the Fund has & com tne research was specified and desigivile. also
parative advantage: i.e., areas in which the \hougnt that several of the papers appeared to have
Fund is uniquely placed, or better placed than peen too hastily produced without devoting the time
outsiders, to use the resources available to ity refine them. In other cases, the research was-excel
(expertise, data, information) to conduct good |ent, put either the subject matter was not closely
research; and enough related to the Fusdtore functions or it did
» work that enhances the Fuadeputation in  not draw out the relevant policy conclusions from the
its member countries, particularly among research. In fact, some of the best analytical pieces
their policymakers. were rewritten chapters from Ph.D. dissertations that
33.We came to the following four conclusions. ~ Were not closely related to the Fusdiork.
38. Many of the randomly select&dorking Pa
Conclusion 1:Although the Fund produces some pers covered topics that were outside of the areas of
excellent research products, there is substantial expertise of our committe@o ensure that our cen
room for improvement in the overall quality of the  clusions were not biased by an irfaziént knowk

Fund’s research. edge of the subject matteve also undertook a case
34. Policymakers and academics told us that cer study of a particular topic of research on which
tain flagship research products such as\Woeld members of our committee have, ourselves,-con
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ducted extensive research—inflationgeting (see
Box 1). Of the 12 pieces we reviewed, we consid
ered 3 of them to be quite useful for informing the
Funds analysis. Howevethe other 9 pieces were
not particularly noteworthyeither because they
were insuficiently developed to make them useful
for policy advice or because the papers did not con
tain analysis that was superior to that which has al
ready been conducted outside of the Fund.

39. In addition to reviewing the random selection
of Working Papers and the papers relating to infla

the stock of economic ideas that are relevant te pol
icy as it did in the past.

42. Outsiders did admire some individual pieces
of work, but frequently made the comment that they
were disappointed in the total volume of high-qual
ity work, given the resources available to the Fund.
Some also thought that the research carried out in
the Fund was too “orthodox,” that is, too shy to ehal
lenge conventional wisdom, particularly the Fund’
internal wisdom. In addition, policymakers often did
not see the relevance of some of the research to the

tion tageting, we also wanted to get a sense of the Funds mission and commented that Fund research
quality of the research that Fund departments be lacked coherence.

lieved to be their best workVe requested that all

43. Parentheticallywe would add that one of the

departments engaged in research send us one omembers of our committee participated in two of
several pieces of research, in any form, that theythe recent conferences gamized by the Fund

considered to be their best work produced in 1998.

(“EMU and the International Monetary System”

In evaluating the 22 papers we received, we appliedand “The Future of the SDR in Light of Changes in
the same criteria that we suggest in this report for the International Financial System”). It was his im
evaluating the quality of research in the context of pression, and that of other conference attendees he
annual performance evaluation of researchers (seespoke to, that the conferences were not up to the

recommendation 5).
40. We found 12 out of the 22 to be excellent

products. Eight papers were analytically competent

and extremely pertinent to the Fuadnission.
These did not contain any analytical innovation ei
ther in theory or empirical analysis, but they were
clearly of high value to the Fursl'work. Four
more were of very high quality not only in their
relevance for the Funsgl’operations, but also in

standards one expects from an institution such as
the IMFE

Conclusion 2: The mix of research conducted at
the Fund needs to be more directed to areas where
it can add the most value.

44. Our reading of various pieces of Fund research
and outsidersteactions to the research they have
been exposed to also suggests that the focus of the

both the theoretical and econometric sophistication Funds research output could be usefully reoriented.

of their analysesT'hese might be accepted for pub
lication in top academic journals. Of the remaining
ten, five were of dubious value for the Fundper

45. In addition to reading the 3Working Papers
and the inflation tayeting research, we examined
abstracts of 36¥Vorking Papers written in 1997 and

ations.These included some that were unrelated to 1998 and read various other pieces of research in
the main concerns of the Fund, and others thatdetail (Staf Memoranda, conference volumes,-Oc

were either on esoteric topics or that could have casional Papers, etc. from all parts of the Fuvia).

been done better by researchers outside the Fund@.lSO collated a list of all distinguishable research
Four others were analytically weak, in their theory output conducted in the Fund in the years 1995
empirics, or bothThe remaining paper was ana|yt through 1998, and categorized the research in vari
ically sound but did not sfitiently challenge  Ous ways (se&ables 1-5 ifAnnex Il).

Fund thinking. Given that the sample represented

research deemed by departments themselves to be

their best work, we expected a higher number of
first-rate pieces.

41. Finally we also asked people outside the
Fund, both academics and policymaking econo
mists, for their impressions of the quality of Fund  30f the 364working Papers, 138 (or a little over a third) were
research. Outsiderspinions are likely to be based on topics of concern to industrial countries only and 166 (or less
on their impressions built up over several years, than half) were on topics of interest to developing countfies.

. . . remaining 60 were either theoretical or general enough to be of
and based on their perceptions of a wide range Ofpossible interest to both groups of countries. In addition, using a

_Fund rese_arch F_)I’OdUCtS, mClUdm_g pUbhcat'QnS IN quick, simplified ratings scale, we assessed the relevance of the
journals with which they are familiaso they give research for the Fund and the extent to which it made use of the
a perspective additional to our survey of recent Funds special expertise and advantages. Our results, while sub
Fund researchAlthough these outsiders often-ad  1€ctive, suggest that a g& number of thiVorking Papers were

. . . . on topics that are not central to the Fisndperations and that
mired the Fund interpretive work, many said that

. . . much of the research is on topics already widely studied outside
the Fund is not currently contributing as much to the Fund.

2We would note, howevethat outsidersperceptions may not
fully take account of the fact that in the period of the late 1980s to
early 1990s, the Funsl'research was not perceived within the
Fund as being successfully integrated into its operations.
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Box |. Case Study of Research on Inflation Targeting

Inflation tageting has recently become the monetary
policy strategy of choice in several industrial countries

egy is feasible in developing and transition coun
tries (policy development research).

and a few emeing market countries. Inflation et
ing involves:
e public announcement of medium-term numerical
tamgets for inflation;

 an institutional commitment to price stability as the
primary, long-run goal of monetary policy and to
achievement of the inflation @et;

< an information-inclusive strategyith a reduced
role for intermediate tgets such as money growth;

e increased transparency of the monetary policy

strategy through communication with the public

and the markets about the plans and objectives of

monetary policymakers; and

e increased accountability of the central bank fer at
taining its inflation objectives.

Inflation tageting has become increasingly relevant to

the Funds analysis of monetary policy #rticle 1V

consultations and programs. Indeed, in the current Fund
program with Brazil, the Fund has agreed with Brazil on

the implementation of a new inflation gating regime,
and will monitor its implementation under the program.

Our search of the research output of the Fund in the
last five years turned up 12 research products that fo

cused on inflation tgeting?

* OneWorking Paper on the theory and policy impli
cations of inflation tageting (policy foundation
research);

* Two Working Papers on the cross-country experi
ence with inflation tageting and whether this strat

1This may not represent the total Fund research output on

inflation taigeting because some of the work on inflation tar
geting was not easily identifiable from the title of the paper

* Nine papers on actual or potential inflationgtetr
ing regimes in individual countries (policy analysis
research). Of these, three appeared in “Selected Is
sues” documents associated whttticle IV consut
tations for industrial countries (Canada and the
United Kingdom). Four more on industrial ceun
tries appeared a¥Vorking Papers or F¥As
(Canada, the United Kingdom, Italy @&®), and
Korea), and two, dealing with developing/transition
countries (Poland and the Philippines), appeared as
Working Papers.

The breakdown above clearly highlights the following:

» The bulk of the research is country-specific, policy
analysis research. Only 25 percent of the research
is in the policy foundation or policy development
research categories.

» The bulk of the country-specific research is on indus
trial countries. (The classification here is thus censis
tent with the results ifiable 2 inAnnex Il: a substan
tial amount of research focuses on industrialized
countries relative to the proportion of the Fund’
membership that is made up of industrial countries.)

Of the 12 pieces of work, we judged 3 of them to be

both relevant and valuable to the Fundperations:

 Although the two cross-countrpolicy develop
ment research pieces do not break any new
methodological ground and often rely on research
done outside the Fund, they do provide a sensible
survey of the key lessons that have been learned
from the inflation tageting experience in the
countries that have adopted it. Both of these
pieces clearly benefit from their multicountry
focus, which allows the authors to see the €om
mon features in the dérent countriesexperience

46. Our conclusions from these exercises are
that, while Fund research covers most of the wide
range of issues of relevance to the Fund, the mix
of research could be improved to better exploit
the Fund$ comparative advantage and increase
the coverage of underrepresented areas of Fund
research:

« Much of the country-specific research may be
policy relevant, but it does not adequately ex
ploit the Funds comparative advantage of
knowledge about a wide range of countries to
develop appropriate general frameworks for
policy (see case studBox 1. See alsdable
1 inAnnex Il, which, by a somewhat simplis
tic measure, indicates that about 40 percent of
the Fund$ research (by volume) is country

specific, and about 25 percent is cross eoun
try). We were also somewhat surprised that
more of the research did not examine the ana
lytical basis for Fund programs.

Much of the country-specific research on
industrial countries does not have fsuf
cient value added; that is, it does not add
much to what is already being produced by
both policymakers and academics in these
countries (seelable 2 inAnnex Il for a
breakdown of research by type of country
andTable 3 for a breakdown of research by
department).

Financial sector research is underrepresented
relative to its importance (as illustrated by the
role of financial sector problems in Japan and
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and to provide guidance as to what works and
what doesrt. Both pieces, and particularly the
one that discusses the scope for inflatiogeting

in developing and transition countries, develop a
framework for deciding when inflation @eting

is likely to work in developing and transition
countriesThis is highly useful to the Furelbper
ations because inflation @eting is an important
alternative strategy to exchange rate pegs, which
are currently used by many emgemrg market and
transition countries.

The paper on the feasibility of inflation geting for
Korea (which uses the policy framework laid out in
the two papers above) is a very thorough empirical
analysis of whether inflation tgeting would be
likely to be successful in Korea. It provides the very
useful answer that the preconditions for inflation
targeting to be successful in Korea are indeed in
place.This research could thus be highly useful
both to the Fund in its policy recommendations, and
to the member countriKorea.

The other papers were less useful.

* The piece of policy foundation research lacked
fresh, innovative thinking.

» The two pieces of country-specific research on de
veloping/transition economies were not as thor

ough as the piece on Korea. One of the pieces was

too superficial to provide a solid foundation for
policy advice We suspect that the authors were un
able to devote enough time to the work to do a-thor
ough job.This is consistent with complaints from

researchers, particularly in area departments, that

they do not have sfiient time to do a thorough
job on their research.

* The other six pieces of research on individual in

dustrial countries did not appear to be the best use

of the Funds scarce research resourcelse three
pieces of research that appeared in “Selected Is
sues” as part of tharticle IV consultations were
narrowly focused, mostly repeated what has al
ready been discussed in well-written research pro
duced outside the Fund, and added little that is not
already well known in the central banks of these
countries.The threeWorking Papers conducted
some sensible empirical analyses, but in all three
cases the central banks of these countries, which all
have good research departments, have conducted
research of higher quality because central banks of
the three countries in question have mucbdare
sources to devote to these topics than the Fund, and
their economists are as well trained as the econo
mists at the Fund.

What conclusions can we draw from these findings?

They suggest the following.

* Much of the country-specific research is less valu
able than cross-country researche(dund the lat
ter to be potentially of greater value in assisting the
Funds operations.)

* Area departments may not have time to ddisuf
ciently deep and thorough research, with the result
that research is too superficial to be useful for pol
icy analysis (this is consistent with what area de
partment economists have told us).

« A substantial amount of resources is being directed
toward industrial country research, which may not
always have high payisf. It can take up to three
months of an economisttime to produce a piece of
research to appear in a Selected Issues document.
This suggests that if less research were done en top
ics where the Fund can add little value, it would free
up significant amounts of time in theganization to
pursue research with higher value added.

and often technical issues, or on issues where good
work was already done outside the Fund, rather than
on broader problems that were common to many
countries. Some senior policymaking economists
47. Background research fArticle 1V consulta indicated that the Fund spends too much time-sum
tions on industrial countries that synthesizes work marizing work that is already well expressed-out
done outside the Fund should, of course, continue.side the Fund, and thus does not providéicaht
However often, brief summaries that reference the value added.
work done outside the Fund would be adequate 49, They also indicated that, except for tineer-
for informing the Executive Board and country national Capital Marketseport, they have not seen
authorities. much Fund research on financial sector issues,
48. Outside policymakers and academics that wewhich they regard as an important priority for the
interviewed expressed similar viewBhey often Fund.The link between macroeconomic and finan
commented that a disproportionate amount of Fundcial sector performance has been recognized in the
research appears to be conducted on individualeconomics literature as a very important area of re
countries, particularly on industrial countridhey search, and it is an area in which the Fund research
said that much of this research focused on narrowhas been initially slow to respond.

recent crises in Mexico, Ea&sia, and Rus
sia) (se€lable 4 inAnnex |l for a breakdown
of research by topic).

21



22

PART 2. REPORT OF THE EXTERNAL EVALUATION COMMITTEE

Conclusion 3: Research in functional departments ferences as they once were and that their research,
needs to be integrated to a greater extent into eper both published and unpublished, does not receive
ational work. the attention that it once didlVe have also noted

50. For research to be both valuable and valued in &€ relative absence of Fund $tat events aa
public policymaking aganization it must be relevant Nized by two well-known public policy research or
to, and integrated into, operational work. Our inter 9anizations—the National Bureau of Economic Re
views with members of the Executive Board, thefstaf Search and the Centre for Economic Policy
and people outside the Fund revealed the following. Research—which are major sponsors of confer

« Staf in area departments. which are the eper NS On public policy that are relevant to the pol
! P ' ; P icy issues facing the Fund and which are attended
ational core of the Fund, consider that re

search conducted in the functional depart both by academics and policymakers.
ments is often not sfi€iently relevant to
their needs.

« Staff in functional departments expressed Evaluation of Inputs and the
frustration because they believe that their re Research Process

search is not read by area departments, and 53. What lies behind the conclusions on research

their ideas are not adequately taken into ac tout hed abovavhy is th | lity of
count when making operational decisions. ~ OU'Put reached abovavy IS the general quality o
; ) ” ) the Funds research not as high as might be expected?
* Some Executive Directors, outside pohcy \why is the mix of research not optim&ity is there
makers, and academics believe that Furd re not'a stronger link between some of the Fare!
search does not provide a solid foundation for search and the operational work done in the Fund?

Fund policy advice. Some note thaforking 54.To answer these questions, we need to analyze
Papers, in particulaseem too academic to be  the input side of the equation: that is, how the re
useful for policy analysis. search process actually works at the Fukid.have

« On the other hand, members of the Executive examined the research process, and inputs into it,
Board valued highly the/orld Economic and  under five basic headings:gamizational structure;
Market Developments presentatioihese culture; incentive structure and accountability; re
presentations are provided to the Executive source allocation; and dissemination of research.
Board by the Economic Counsellor every six
weeks.They outline key recent developments
in both markets and the economies of the
member countriesThey not only provide a 55. As described imMnnex I, research is cen
forum for the Research Department to ex ducted throughout the ganization. Furthermore,
press Its views on current economic events, what could be thought of as the Fusidore research
but also provide the Department an opportu capacity is actually split among four departments:
nity to comment on Fund policy advice. Monetary and Exchanggffairs, which specializes
These presentations are highly valued not jn research on monetary and exchange rate issues;
only because they provide an excellent FiscalAffairs, which specializes in research on fiscal
overview of the world economyut because jssues; Policy Development and Revievhich spe
they are candid and, on occasions, challengecializes in research directly relating to operational
prevailing views in the Fund. needs (i.e., policy development); and the Research

Department, which conducts research across a broad
Conclusion 4: Fund researchers do not have the spectrum of issues.
visible profile in the outside world that they have
had in the past.

Organizational Structure

Decentralization of research is appropriate for the
Fund, but greater coordination could generate a

51.The purpose of Fund research should not only more appropriate balance and mix of research eon
be to provide insights for internal analysis. Fund re ducted by the Fund.

search also has a role in lifting the profile of the
Fund in the outside world. Research acts as a mar
keting tool to help the Fund sell its ideas and de
velop an external constituency for its work.

52. Fund researchers play an important role in
this regard. In interviews, many people outside the
Fund, particularly in academia, have told us that e operational economists with significant in
Fund researchers are not as active in outside con sights into dificult policy issues they have

56.As a general principle, we support this decen
tralization of research. Capacity for research should
be maintained in area departments and in other func
tional departments beyond the Research Depart
ment, to ensure that
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experienced can explore those issues in 60. Research is a highly specialized, time-

depth; consuming job requiring uninterrupted blocks of
« timely research can be conducted (this is one time to be devoted to it if it is to be done suceess

problem with hiring external contractors to fully. Thus, stdf while engaged in research, have to
conduct research); and be protected from the demands of operational and
. operational economists can keep in touch administrative work.This is more dificult to
with the economic theory relevant to their achieve in a decentralized environment for research,
needs and maintain their own human capital because research may actually take up only a small
" fraction of an economigt'time.

57. However for research to meet the Fundb 61. Staf we have spoken to in area departments,
jectives successfully in a decentralized environment, and often in the functional departments (Figkial
some central coordination/priority setting process is fairs, Monetary and Exchangéfairs, Policy Devel
required to provide a strategy that ensures that theopment and Reviewand Research), have indicated
right balance of research is achieved. Curretitig that they find it dificult to find blocks of time to work
coordination is weak, with the following results, as on research because operational duties keep interrupt
reported to us by stafind evident in the Funslre ing them.They think that the quality of their work
search output: suffers because they cannot find uninterrupted time to

. . think deeply about the research they are doing.
e There is substantially more research con Py Y g

ducted in divisions in area departments that
deal with nonprogram countries because Culture
they have more time to do research. Bivi
sions that deal with program countries (ones
to which the Fund makes its financialre
sources available with certain conditions at
tached) typically have little time to do-re
search on these countries or any other
relevant subjects.

62. The Fund$ mandate requires it to hold regular
consultations with each of its members and te pro
vide financial resources to some members under
well-defined circumstances and conditiondeEtive
execution of this mandate requires that the Fund
speak with one clear voice and make its decisions
, quickly. Logistically, these activities require good

* Much of the research undertaken that is de jnternal oganization, and a cleawell-structured
cided at the division level in area departments gecision-making procesghe Fund is strong in these
is very specific to a particular countifyhis is dimensions.
driven by the primacy of the bilateral rela g3, Nonetheless, ensuring that the Fund makes good
tionship of the Fund with each of its individ  gecisions requires that it also cultivate an environment
ual members. that encourages the production of good thinking; rele

58. While country-specific research is important, Vant research, and the absorption of that research into
we take the view that if priorities for research were the oganizations core workThat means a culture that

considered on an ganization-wide basis, it would « accords high value to research;
make more sense for the Fund to allocate relatively

more resources to research on program countries and
to research that compares similar countries or-simi
lar policy issues.

59. One might expect that these issues could be
taken into account in the budget allocation process.
In reality, howevey like most oganizations, a zero-
based budgeting firt (that is, one in which the-al
location of resources between activities, divisions,
and departments is completely reconsidered from
scratch) is not undertaken, so historical patterns of
expenditure continud.he Working Group on Fund
Policy Advice has recently taken on some role in
setting priorities for research that is beneficial to
the Fund as a whole, but we have been told that its
effectiveness could be substantially improved.

Research quality could be improved by paying
greater attention to ensuring that sthfre given
uninterrupted blocks of time to conduct research.

» encourages risk-taking while recognizing that

some ideas might prove to be dead ends;

is tolerant of seemingly heterodox ideas from
both inside and outside thegamnization that
challenge conventional wisdom and stimulate
fresh thinking;

allocates adequate time for creative thinking
by its economists;

encourages lively debate of challenging,-cur
rent policy problems/options;

promotes a learning ganization in which
peoples human capital is kept high;

has good communication and collaboration,
especially between researchers and opera
tional staf; and

avoids excessive hierarchy that inhibits ideas
from blossoming at all levels.

23
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4We did not find irrefutable evidence that this has resulted in a
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64. We have found that, while all these attributes * In the Research Department, policy analysis
exist to some extent in the Fund, there are areas research products in the form of tilérld
where there is substantial room for improvement. Economic Outlookthe International Capital

Marketsreport, and various other activities
are absorbing an increasing fraction of the de
partment$ time. Stdfsay that this is crowd
ing out other types of research.

While Fund staf recognize the value of research
in the organization, this is not always reflected in
the organizations day-to-day priorities as it
should be.

65. Staf at all levels in the aranization, from 67. Staf, particularly those in area departments,
department directors to young desk economists,have expressed concern that this lack of priority
have indicated that they do not believe enough pri given to research contributes to insecurity about the
ority is being given to allocating time for st&b do robustness of their policy analysis.
high-quality innovative researchTime for re 68. Only in the IMF Institute, which has not been
search is typically treated as a residual (after avail a home for research in the past, dofsgtay that they
able staff time has been allocated to other higher have time for all types of researdiVe have been
priority activities) and many sta€onsider that re told that one reason that the Institute has built up its
search has been squeezed out by increased operationedsearch capacity in recent years is that it felt that
demands in recent yedrStaf in operational depairt not enough research was being done elsewhere in
ments have also told us that they need more time tothe oganization, particularly on issues central to the
think and reflect on the possible research issues arisFund’s mandate that #fct developing countries.
ing out of their operational work and to be able to ab The research done in this department has helped im
sorb the results of research done elsewhere. prove the quality of teaching and thus of the Fsind’
66. Specifically staf have told us the following. technical assistance operations, but it could also play
a more useful role in other Fund operations if it were
better integrated with the rest of the Fund.
69.We also found two aspects of the Fundper
ational rules and policies that suggest that research
. : win =~ does not have a high enough priority in thgami
'?aekaérscﬁpliﬁgsisdf t?gﬁrt?rﬂznal fire-fighting zqtion._First, the hiring _procedure of young econo
) mists (into the Economist Program) places ifisuf

* In divisions of area departments that are not cient emphasis on research capabilities of
responsible for countries with programs, staf candidatesThe initial screening of candidates in
conduct research in conjunction winticle the first interview does not focus on the applicant’

IV missions, but have little time to conduct research capabilitieShe second round of inter

policy development research or to step back views does include a discussion of the applicant’

and evaluate whether past policy advice was research work, but applicants are not asked te pre
appropriate. Some also reported that the re sent their research in a seminarstandard part of

« In divisions of area departments that primar
ily focus on program countries, very little
staf time is put aside to do research, or even
simply to read research or think about re

search they conduct féxticle IV consulta the hiring process in other public policy institutions
tions is rushed. where research is important.
« In functional departments, sfadre given 70. Second, one of the Fund-wide personnel

more time to do research, but still find that 9uidelines, the so-called mobility requirement, can
operational work frequently limits their abil ~ frustrate good researchers. In order to be promoted
ity to set blocks of time aside for research, 0 @ position at the B-level (managerial responsibili
which afects the quality of the product. ties), anA15 candidate must have spent at least two
years either working outside the department they are
currently in (excluding the Economist Program) or
undertaking an approved external assignment: Oth
decrease in the number of research products in recent years (se€rwise, they need to move to another department in
Tables 1-5 irAnnex Il, which show a decline in research in 1995 order to be promoted.
to 1d99z t;Ut ?g;gcreé}se in 1998. Howevee ':StdOf reseaffcrh 71. We strongly support the concept behind the
proaucts for mayor various reasons, incluae more o e HA HF H H
total research than the lists for earlier years). Nonetheless, the ".‘O.b"'ty rUIe'. MObIIIt.y IS an Important.way of pro
staf's concerns that research is being squeezed out could be anViding staf with a stimulating and V_aHEd caredtr
important factor behind the observation that the quality of re also helps prevent country economists from becom
Sesarch is not as high as might be expected. ~ing apologists, rather than impartial analysts of the
e feading of he research oupul n pares 3252 provides countries they work on. It also ensures that Fund
Pp P ' managers understand fdifent aspects of the Fusd’

search was often hastily done without any prospect dflsaig ) A > -
given the time to revise and refine their research. operations and it helps create links betweefeidint
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relevance of research conducted in the Re
search Department, in particular

Some stdfhave commented that they find it

difficult to access data that they need for re
search that resides in other departments be
cause of a lack of cooperation by those de
partments.

parts of the aganization.This is particularly valu
able for creating links between area departments and
functional departments, and ensuring that all Fund .
economists have had “hands-on” experience in-oper
ational work.

72. However the current mobility system does
not appear to ensure that good researchers who
have left the Research Department to meet the mo

bility requirement can return relatively quickly to  npore open communication and stronger collabera
the Research Department, where their strengths angjon petween the IMFand theWorld Bank would

interests lie. help avoid duplication of research ffrt, expose

More open communication and stronger collabera  Staff in both organizations to new ideas, and im
tion between departments would help strengthen Prove the quality of research.

the link between research needs in area depart 75. There are potentially lge synegies between
ments and research conducted in functional-de research activities at th&orld Bank and the IMF
partments, and improve the overall relevance and The Bank and the Fund have mutual interests-in re
quality of Fund research. search topics such as financial sector reform, which

73.The Fund is an institution endowed with an &€ important to policy development in both institu
extraordinary amount of human capifihe quality tions. Collaboration could improve the quality of re
and diversity (especially in terms of culture) of the S€arch on these topics in both institutions. Further
staf is exceptionalThe externalities that could be More, because of limited resources, the Fund must
associated with the intellectual interactions among limit the research topics it can explore. Rather than
this group of people have the potential to be im duplicate research conducted across the street at the

mense.Yet this is an indiciently used resource in  World Bank, it could exploit the research that is
the Fund. done at the Bank.

74.A culture of open communication, with a lively 76. Discussion with sthft both institutions indi
exchange of views between people from all over the cates that little collaboration in the research process
organization with diferent experiences, is essential IS taking place. Staengaged in research at the IMF
to the success of any research procHsis. exchange have told us that collaboration with tiéorld Bank
is also likely to generate greater collaboration be IS Not encouraged and that the only research cellabo
tween people in the ganization. Stdf former staf, ration with theWorld Bank is the result of personal
and outsiders who have interacted with the Fund relationships.

have told us that they believe there are weaknesses iffhe Fund’s openness to new ideas, which reflects
the Funds interdepartmental communications-net jiself in innovative research that challenges exist
works and that collaboration could be improved. ing norms, could be improved by encouraging a
« In general, stéfat all levels of the @aniza culture that is more accepting of diversity of views.
tion, as well as outsiders, have commented 77.As we indicated at the beginning of this sec
that Fund departments are like fiefdoms (even tion, the Fund needs to make firm decisions and
more so than other bureaucracies they havespeak with one voice on many occasions to perform
worked in), and that this is inhibiting commu its functions successfullfHowever this must not
nication between departments. translate into a culture of conformity of views within
« Specifically many have commented that the oganizationThere is evidence that this may be
there is little communication between iaf occurring at the Fund. Sfaind former stdfhave

area departments and functional departmentstold us that

in discussing policy problems outside of the
formal review process.

¢ A number have commented that collaboration
between stdfin different departments, in the
process of generating ideas for and producing
research on interesting and relevant topics, is
sporadic and not actively encouraged by the
organization. Many feel that this reduces the

6SeeAnnex Il for a discussion of the review process.

« although the internal review process gener
ates debate, sfafire sometimes reluctant to
express their views and do controversial re
search because there is a strong sense of the
need to fit in with the norm/accepted wisdom
in the oganization;

* the oganization emphasizes generating-con
sensus at the expense of deeper debate; and

e when alternative views are expressed, they
are often met with hostility
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78.This is an issue that many public policy insti sentation at a conference held by the Centre
tutions struggle withBright, ambitious stdfcan for Economic Policy Research, a prominent
feel that in order to succeed in theganization, policy research institute; and

they should not rock the boat, and indeed this is .

some departments in the Fund do not set
what we have heard from Fund $tak concerted

aside sufcient resources to allow more pro

effort needs to be made to guard against this danger ductive researchers to attend some confer
ous tendency ences that would be useful for both thefstaf
Research that displays free thinking is important member and the ganization.

but can upset relationships with member countries: 85. More generallyoutsiders have told us that
the Fund needs to pay more attention to the bal hey have often seen—as have some members of our
ance between these two objectives. Committee—an unwillingness on the part of some
79.The Fund relies on maintaining good relation Fund staffto take the Fund’ critics seriously and to
ships with its member countries in order to continue engage them, both in their research and in their com
to obtain information from them to enable it to eon ments at conferences. Fund &tk instead seen as
duct analysis. Of necessithis means that the Fund taking a defensive attitude.
does not have the freedom to conduct any research it 86. In addition, we have heard both from Fund
wants. Howeverit is also important to ensure that staf and outsiders that when hiring midcareerfstaf
sufiicient freedom of research is maintained so that the Fund places indidient value on outside experi
the Fund can é&dctively and impartially advise its ence, with the consequence that people from senior

members. positions outside the Fund ardestd fairly junior
80.A number of current and former dthtive told positions at the Fund.his may mean that the Fund
us that they believe that is missing opportunities to attract midcareer people

. . .. who would bring in outside expertise that the Fund
 in some instances, research papers assouate%ould find very valuable

with missions are deliberately noncontrever
sial so as not to upset member countries; and A culture shift in the Research Department would

 research papers on controversial issues areraise morale and help strengthen the contribution
discouraged, and sfaflo not feel that they of the department to the policy development
would be valued or rewarded for conducting process.

such research. 87. All the issues relating to the Fumsdculture
81. While these are clearly only perceptions, the discussed above are equally relevant to the Research
fact that they exist and are widely shared is cause forDepartment. Howevemas the Research Department
concern, as is the influence they appear to be havings the one place in the Fund where research is the

on the behavior of stafonducting research. primary activity it is particularly important to ensure
that the Research Department subculture encourages

The quality of Fund research and the Funslrepu research that is both of high quality and relevant to

tation would benefit from greater openness to the the Fund$ needs.

outside world. 88.The Research Department should have an im

portant role in questioning existing paradigms and
frameworks relevant to the Fumsdivork through
OpoIicy foundation and policy development research.
Creating a culture that encourages this requires
(among other things) that the management in the Re
search Department be actively engaged in leading
the research process.

89. Good research managers supply research lead
ership by identifying important research issues and
by ensuring that research is related to current policy

issues, while at the same time giving enough-free

f dom to individual researchers to motivate them to
produce innovative work. In addition, they must be
doing research themselves and be active in attending

 participation in outside conferences is not seminars and commenting on $tafresearch. Re
sufficiently valued in the aganization. One  search managers, in particular the Director of the
staf economist told us that he had to use part Research Department, must also be able to integrate
of his annual leave to attend and make a pre the research ideas of the $tato the Fund opera

82. Just as internal communication is important
for the exchange of ideas, communication with-poli
cymakers and academics outside the Fund will als
generate more creative research. Furthermore, it will
also raise the profile of the Fund in the outside
world, which enhances the Fusd’eputation (see
also paras. 125-39, on dissemination).

83. Our interviews with stafand outsiders, as
well as our own personal experience indicate that
while the Fund is moving in the direction of greater
openness, there is room for improvement.

84. Of particular importance to research, fsta
have told us that
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tions and be listened to at the table where policy isand that it needs to be integrated into the Fung
designed. erations.The policy analysis research products that
90. We spoke extensively to stah the Research  the Research Department produces are both visible
Department, and to sfadnd former stdfthat had and valuable, particularly outside the Fund.
spent time in the Research Department. Repeatedly 93. Howeverthe Research Department has sought
we received the following comments about the way to achieve greater relevance by increasing the
they perceived the Research Department culture:  amount of its policy analysis research at the expense
of its role in policy development, and has developed
a culture compatible with these objectives. Policy
development and policy foundation research that is
relevant to the Fund is essential for the Fand’
longerterm success, and we believe this research
needs to be reemphasized in the Departrdentl-
ture shift is required in the Department to bring this
about.

¢ The Departmens’ management places a high
value on policy analysis research in the form
of theWbrld Economic OutlookthelInterna
tional Capital Marketsreport, and several
other policy analysis research products (over
30 percent of the Departmentrofessional
time is devoted to these products, by its-esti
mate), and has increasingly focused on the re
view of other departmenta/ork (about 8 per
cent of the Departmesstprofessional time is  Incentive Structure and Accountability

devoted to this)This focus is crowding out 94. Closely related to the need to foster an appro

gollcy ftoundatlorr: research and policy devel priate culture (discussed in the previous subsection
pment research. on culture) is the need to put in place the right incen
* The Front Ofice and division chiefs are not tjve structure and make stafccountable in order to
perceived as being didiently engaged inthe  ensure that good, relevant research is conducted and
research process outside of terld Eco brought into the Fund’operationsThe general mes
nomic Outlookand thelnternational Capital sage we are receiving from dtad that the Fund

Marketsreport—for example, by attending needs to pay greater attention to both these issues.
seminars; reading or commenting on- re

search; being active researchers themselves;n the Fund as a whole, improvements in the for

and promoting/encouraging research other Mal accountability system (the annual perfor
than policy analysis research. mance review), including a credible commitment to

terminate very poor performers, would boost
morale and improve stéfquality, affecting posi
tively the quality of research.

« Research, beyond that contained in policy
analysis research products such aswvihdd
Economic Outlookand thelnternational

Capital Marketsreport, is not stfciently 95. Almost no staf member is ever classified as
tion decisions. system. Box 2 outlines the performance classifica

tions and documents performance ratings in 1998
for professional grades in most of the departments
where research is conductddhe box indicates that
of the 770 people rated, not one received an unsat
91. Some current sfafold us that they are frus  isfactory rating of 4. Only one person received a
trated because they perceive that the research workating of 3, which indicates performance below
they do is not taken seriously by the Department. standardsAll the other 769 received a rating of 1
Some suggested that this may even be acting peror 2, which indicates either extraordinary pesfor
versely to reduce the relevance of their research formance or performance that is above or meets stan
the oganization because they conduct whatever re dards. Furthermore, all departments have allocated
search will best ensure that they can maintain a-repu “1” ratings up to the maximum allowable 15 per
tation outside the Fund so that they can keep theircent of their stdf
outside options opernThis may in part, explain 96. This contributes to the observation that, after
some of the less relevant output we have observed. an initial probationary two-year contract, few people
92. In the past five years, the Research Depart are encouraged to leave the Fund on account of poor
ment has given increasing attention to the analysis ofperformanceTotal turnover (excluding retirement
current events in the world economy and markets and expiration of secondments) among economist
and to involvement in the review process, as a means
of making the Department more relevant and visible. ~TAlthough some stafeel that not enough et is made to in

This is not entirely inappropriatiéVe agree that the o ate the analysis contained in these products into thesFund’
relevance of the Research Department is essentiaoperational work.

¢ The Department is quite hierarchical—an or
ganizational structure that is not conducive to
frank exchanges of ideas and fresh thinking.

27



28

PART 2. REPORT OF THE EXTERNAL EVALUATION COMMITTEE

Box 2. The Fund’s Performance Assessment and Rating System

The annual performance review is a formal mecha
nism for supervisors and their dtéd review the stdf
membets performance over the course of the previ
ous yeargive feedback, chart a work program and a
development program, and set results expectations for
the year aheadThe annual performance review
(APR) is an input into salarpromotion, and stéihg
decisions.

Central to the annual performance review is the
APR form. On this form, sthimembers record their
major responsibilities, contributions, and achieve
ments, along with any work assignment preferences,
training needs, mobility aspirations, and other career
development issueghis is used as a basis for discus
sion between the sttafmnember and the supervisor
The supervisor makes an assessment of thé staf
membets performance on the basis of the work done
by the staff member over the previous year and the
extent to which the sttinember meets the core com
petency requirements at his/her particular grade level
and job.

Once all performance reviews are completed within
a department, the performance of allfstathe depart
ment is rated on a department-wide basis. Performance
categories are:

Categoy 1: An outstanding performer in relation to
departmental peers and/or has made an exceptional
contribution in a particular area of Fund work (a cap
of 15 percent of stafper department is put on this
category).

Categoy 2: A staf member who has met or €x
ceeded the requirements and expectations for the job
at the grade level he or she is in.

Categoy 3: A staf member whose performance re
quires improvement in one or more important areas.

Categoy 4: A staf member whose overall perfor
mance was unsatisfactorgnd who failed to meet

the basic requirements for the job in several impor
tant areas.

Under the Fund guidelines, a sttfnember can be
rated “3” only twice consecutively or twice within any
five-year period. Stafmust either be rated “4” or “2”
in the following yearThis is intended to strengthen the
use of “3” ratings to clearly signal the need for a signif
icant performance improvement and trigger the fermu
lation of a performance improvement plax.staf
member whose performance has been rated as a “4”
will be placed on probation for at least six monifise
distribution of performance ratings for 1998 for most
of the economist sthfand some noneconomists) is
shown belowAs can be seen from the table, ratings of
“3" or “4” are very rare.

Distribution of Performance Ratings by
Selected Depaments, GradesA9 to B3

Ratings

Department 1 2 3 4
African 17 96 0 0
Asia and Pacific 11 59 0 0
European | 13 69 0 0
European Il 10 56 0 0
FiscalAffairs 11 61 0 0]
IMF Institute 6 28 0 0
Monetary and

Exchange&\ffairs 9 49 0 0
Middle Eastern 7 39 0 0
Pdicy Development

and Review 13 69 0 0]
Research 9 52 0 0]
Western Hemisphere 13 72 1 0
TOTAL 119 650 1 0

staf has been less than 4 percent per annum in thequality is not uniformly included as an important
last five years, and a much smaller percentage tharfeature in their annual performance reviews. Several

this is likely to be due to unsatisfactory performance.
This is likely to afect the performance of the whole
organization including research activities.

Across the Fund® changes to elements of the cur
rent accountability and incentive regimes would
contribute to the production of more relevant,
high-quality research.

97. Staf from various diferent parts of the Fund
have told us that a serious assessment of researc

8That is, in all area departments and research producing func

tional departments (Policy Development and Reyignetary
and ExchangeAffairs, Fiscal Affairs, IMF Institute, and
Research).

staf indicated that the quantity of research (ghg
number ofWorking Papers) was taken into account
in their annual performance revighut they did not
think that their managers paid enough attention to its
quality—particularlywhether the work had been
published in good journals or whether it was proving
useful in the operations of the Fund (both important
indicators of quality).

98. If staf think that the quality of their research
fork is not being valued, they are likely either to pay
less attention to the quality dimension of thei re
search, or to continue to produce high-quality re
search, but feel frustrated and seek to leave the Fund.
This can result in a loss of some of the best atiad
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can be most useful in policy formulatidrheir depar 105. Economists in area departments have told us
tures can also lead to an external perception that thehat there are few incentives to encourage them to
Fund does not value research quabind thus to an  share their knowledge and data about specific -coun
erosion in the Fund’ability to recruit superior sfaf tries with economists in functional departments or to
99. Indeed, in recent years a number of excellentwrite papers with economists in other departments.
researchers, who have very strong reputations 106. Stafin both area departments and functional
among both academics and policymakers, have leftdepartments have told us that, because incentives for
the FundWe spoke to some of these people, and collaboration are not strong, area departments are not
they confirmed what we heard from current §taf bringing functional department researchers as fully
that they did not believe that the quality of thew re into the policymaking process as they could be.
search was sfitiently valued in annual perfer
mance reviews, and that this was an important rea
son why they chose to leave the Fund.
100.Assessment of research quality is equally im

The value of the Research Department to the orga
nization could be enhanced by aligning incentives
more closely with the desirable objectives of greater

portant, to send signals to economists currently pro interaction with other departments and production

ducing low-quality research that they should focus of relevant research.

instead on areas where their strengths lie. 107. Current and former Research Department
101. Staff have the perception that dtafiembers  staf have indicated to us that there are

are likely to rise more rapidly in the Fund hierarchy if - few incentives operating in the department to
they concentrate on _hlghly visible operational _vvork, ensure that research outside of the policy
such as work on an important program courfitys analysis research conductetbfld Eco-
creates incentives to move out of research-intensive nomic OutlookG-7 notesinternational Cap
jobs in order to get ahead in thgamization While ital Marketsreport, etc.) is relevant to the-op
research is not a frpntlme activity is important to erational needs of the Fund: and
ensure that incentives are adequate to ensure that . . . :
good researchers remain in research-oriented jobs. + few incentives for working with area depart

102. Junioflevel, primary authors of major +e ments to develop research proposals and
search papers that are discussed at the Executive ideas.
Board do not often get the opportunity to sit at the 108. Some people have suggested that this is also
Board table and field questions from Board membersa problem in other functional departments, but it is
on their work. Instead, senior dtakpresent the particularly relevant to the Research Department, as
paper at the Boardhis restricts the opportunities for it has the least involvement in the operational as
staf to learn from this experience and makes them pects of the Fund'work. Despite the Departmest’
less accountable for the work they have done oninvolvement in the review process and policy analy
these projects. Sfafiave told us that they find it dis  sis research products like tiédrld Economic Out
couraging when a more senior §taEmbeywho did look or theInternational Capital Marketseport,
not do the bulk of the work, gets praised for the work many people have indicated to us that they stilk con
in the Board because they made the presentation.  sider the Research Department to be iisiehtly

103. Junior stdfhave expressed frustration that integrated into the work of the Fund.
senior staf sometimes claim coauthorship of-re
sgarqh products for_ Which they have made Iittl_e CON Resource Allocation
tribution beyond editorial comments. Not only is this
demoralizing, but it can decrease accountability of 109. Research is only one of the activities of the
junior staf for the quality of their research output. Fund.When the Fund considers how to allocate re

] ] sources across its activities, including research, it

In area departments, changes to incentives would muyst simultaneously consider whether resources are

improve the quality of research conducted in these adequate and ffiently allocated and utilized across
departments, and encourage greater cooperation activities.

with functional department stdf which would im 110. In the subsection ongamizational structure,
prove the quality and relevance of the work of we noted the concern of many $taho thought that
functional department stdf there was not enough time made available fer re

104. Economists in area departments have told ussearch and research-related activite. take the
that they are given some rewards for producing re view that more time is needed for research that is not
search on the countries they cqouauit, as we noted associated witkrticle IV consultations or policy
earlier they do not think they are given Bafent analysis research products such as\ibed Eco
time to refine their analysis and produce researchnomic OutlookHowever it is not clear that the Fund
that provides a solid foundation for policy advice. = needs more sthfo achieve this. Some of this time
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can be created by changing the mix of research awaysearch assistants—primarily young college gradu
from country-specific research toward broader re ates with relevant backgrounds, on fixed-term,-non
search that has the potential for higher pes/&dr renewable contracts.
member countries and the Fund.

111. Furthermore, the time available to research is
partly a function of researchetshe allocated to ac

Redesigning the review procé8sould both in
crease the déctive contribution of researchers to

tivities other than research. It is therefore appropri policymaking and reduce the time that reviewing

ate to consider whether theganization can free up absorbs. . .
time for research by morefifiently conducting 115. We strongly agree with the need for a review
nonresearch activitied\s we are not management Process, and see it as one of the Fsinkey
consultants, we do not have the expertise or mandatétrengths. Howeveit is widely recognized in the

to look at the diciency of the overall @anization Fund that there is room for improvement in the way
in detail. However some diciency issues were it operates. Management has attempted, on several

raised so frequently by sfdh interviews that they =~ occasions, to improve the review process through
warrant attention. mandates in memoranda. Discussions we have had

112. Compared to other public policyganiza with economists throughout the Fund reveal coentin
tions with which we are familiathe number of re ued dissatisfaction with the review process.
search assistants relative to economists in the Fund 116. Reviewers from the functional departments
is very low Work that research assistants would-nor say that

mally do in other aganizations, such as data collec « they have to comment on too many decu
tion and entryspreadsheet manipulation, statistical ments, in some of which they have little
analysis, and other sundry tasks are done by highly expertise;

nglglngltaedari%Ounno'crglfSttﬁ;ratirrﬁzutlathgggggniqrft;ctsigﬁir:eds « they are consulted too late in the process to
that do not fully make use of their skillEhis creates provide any meaningful input; and
substantial frustration for economists because they ~ * area departments do not pay adequate -atten

have less time to conduct the sophisticated analysis tion to their comments and do not take signif
they are trained forln addition, using highly paid icant diferences of view to management.
economists to do a research assistamork is an in 117. Area department authors say that comments
efficient use of Fund resources. from review departments are excessive and picky

tants have worked at the Fund on a long-term basis.enoygh facts about the country they are reviewing.
While some long-term research assistants can be use

ful, economist stéfthat we have spoken to have said ~ 118. Review is one way in which researchers can
that young, short-term research assistants are mordave an input into and be involved with operational
valuable in many cases because they bring the latesvork. However the review process does not appear
technology skills, and enthusiasm to the job. In the to be achieving this objective adequately while at the
organizations that members of our committee have same time it is absorbing substantial amounts of
been a part of, we have also found this to be true. ~ time in both in area and functional departments.
114.The Fund has recognized that increasing the Choosing visiting scholars in a more transparent
number of research assistants and shifting the mix ofway and reallocating some resources spent on visit
research assistants toward more short-term, fixed-ing scholars to more outside consultant -re
contract hiring of young research assistants wilkcon searchers would help maximize the value of their
tribute to higher productivity and greater job satis contribution to the Funds research activities.
faction. Consequentlyt has recently taken steps in

this direction, starting a program to hire more re _ 119-The Fund spends a fairly & amount of re

sources on bringing in visiting scholars. More than
335 person-weeks are dedicated to this activiye

spoke for the relative lack of research assistants are the following.

First, there is a prevalent attitude in the Fund that in entering the

data themselves, economists get a better understanding of the 19Details on how the review process operates can be found in
data.We agree that economists need to understand the data, butAnnex 3.

engaging in the rote task of data entry and collection is notneces  1The Research Department alone, which has a specific bud
sarily the best way of achieving this goal. Second, the Fund has a get for visiting scholars, allocates about 275 person-weeks to
head-count approach to budgetifigis has the unintended con visiting scholarsThe FiscalAffairs Department, also has a-is
sequence of biasing hiring toward Ph.D.s because a manager will iting scholars program of about 60 person-weeks. Other depart
almost always choose to hire a highly qualified economist over a ments also bring in visiting scholars on a short-term basis, uti
research assistant if the extra cost of hiring an economist is-notre lizing accumulated vacant stafieeks from their overall
flected in his or her budget. head-count allocation.
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believe that visiting scholars are of great value to the ers are not, and they would prefer to see a
Fund because they bring outside ideas into the Fund more transparent set of criteria for selection.
in an efective way and being exposed to there

search in the Fund, they help in raising its external Changes in the managerial structure of the Re

visibility and influence. search Department could be beneficial to the envi
120. Howevertwo features of the program could ronment for, and eficiency of, the research
be improved. process.

123. Currently divisions in the Research Depart
ment report to coordinator/supervisors in the Front
Office. Nonmanagerial stiiih the Research Depart
ment have told us that they think this extra reporting
layer creates additional, unnecessary wakk-
therefore of the greatest value for the Fund, thoqgh the nonmanagerial sl"tarﬁay not recognize

are those invited. the importance of some of th_ls work, our_managerla_l

. experience suggests there is some validity to their
* It is not always necessary to have scholars concernsA large number of managers who are-pro
come to the Fund to conduct reseatinile ducing less research also means that the department
staf benefit from the interaction with visiting produces a smaller amount of research than if it

_scholars, it is our op_inion that the overall visit  trimmed the number of managers at the top leyels.

ing scholar budget is lge enough to allocate  change in the managerial structure could improve

some of it to hiring consultants to conduct-par the environment for and figiency of the research
ticular pieces of work outside the Fund in-col  process.

laboration with Fund stafThis alternative can
not only be cheaper than having someone work Are more resources needed for research?
on the premises of the Fund but if it involves 124 .Although we have indicated that more time is
active collaboration between junior stahd needed for research that is not associated Aviil
outside consultants and the consultant is an ex cle IV consultations or policy analysis research
perienced scholait can help junior Fund staf  products, we strongly believe that all the measures to
to acquire valuable research experiefidgs gain eficiency, described earlier in the report,
can be substantially more cosfigient than should be exploited fully before allocating addi
conducting a research project completely in- tional resources for research. Howevkthese mea
house using solely Fund dtaf sures are not sfigient, the Executive Board might
consider allocating more resources for research.

« Staf have told us that the procedure for
choosing visiting scholars is not fafently
transparentA more open process of choosing
visiting scholars can help make sure that the
scholars who interact with stafand are

Ensuring that the right staff have the opportunity
to participate in Fund training programs will max . L
imize the benefit to the Fund from these training Dissemination

courses. 125. For research activities to be considered suc
121. Staff speak very highly of the IMF Institut’ cessful, research must not only be both relevant and
“Economics Training Program,” which includes of high quality it must also be disseminatedesf
half-day seminars and multi-day courses conductedtively to both internal and external audiences.
by well-known academics and policymakers on top
ics of interest to the Fund. Our committee was also
e ot e o s e, SN Seatch on the Funcs operations and b suppor
The IMF Institute is continuing to increase the Arum for research within the organization.
ber of seminars and courses available to enable more 126. In the subsection on culture, we mentioned
staf to participate. that communication links across departments in the
122.A number of stdfhave, howeverraised con organization could be strengthened, and that open
cerns about the transparency of the process of-selecness to new ideas was important to improve the ef
tion of staf (which is decided by departments, not by fective use of research in the Fund. In the subsection

the IMF Institute) to attend the courses and seminars. On incentives, we noted that incentives for coopera
tion between departments could be strengthened.

* Some believe that priority is given to senior These will help improve the dissemination of re
staf, rather than stafwho most need to at  searchTwo other aspects of the internal dissemina
tend the courses to help them in their work.  {jon process could also be improved. First, moke ap

« Some stdfhave said that they do not under propriate dissemination vehicles should be created
stand why some people are selected and oth (see paragraphs 127-29) and second, the overall

Improvements to the way research is disseminated
within the Fund would improve the impact of re

31



32

PART 2. REPORT OF THE EXTERNAL EVALUATION COMMITTEE

strategy behind the internal dissemination of Fund 133. The Fund has successfully disseminated
knowledge should be reconsidered (see paragraphsome of its policy analysis resear@heWorld Eco
130-31). nomic Outlookand International Capital Markets
127. Much of the research conducted in the Fundreport are both widely read. HoweyeasAnnex Il
is disseminated to economists, management, and théndicates, the Fund distributes a wide range of other
Executive Board in the form &fforking Papers. Be research products. Several outsiders found this con
cause they are often very technical andidaift to fusing. They said that the lge number of products
read, people in operations and the Executive Boardcan make it dffcult for readers outside the Fund to
may perceiveWorking Papers as having limited make sense of the status of what they are reading, or
value from an operational perspective, even thoughto pinpoint what it is they want to reathis sug
this may not be the case. gests a lack of cohesion in the marketing strategy for
128. Furthermore, in academia and in many re Fund research products.
search gganizationsWorking Papers are meant to 134. In addition, to successfully disseminate Fund
be preliminary reports, and are intended to solicit research, researchers themselves must be involved in
comments and criticisms from readers before theythinking about who their tget audience is and how
are revised and finalized. In the Fund, in contrast, best to reach thenthe fact thaWorking Papers are
Working Papers are often considered to be an endoften considered to be an end product of research,
product of researcWorking Papers represent both but are not refined to reach the righgetraudience

the strongest and the weakest of the Famna outside the Fund, suggests that the researchers could
search (not all research will be successfiihe play a more active role in raising the profile of Fund
strongest should be polished further and the weak research.

est should be abandoned at tWerking Paper 135. In contrast to other public policyganiza

stage.TreatingWorking Papers as final products tions, the Fund does not currently publish a policy
and disseminating them to people in operations andjournal that disseminates the findings of research to
the Executive Board, who are unlikely to have time an audience of policymakers and the general public.
to read them carefully and sort out the successeqdHowever the Fund has decided to issue an annual
from the failures, can erode support for research byvolume of Policy Discussion Papers—which are
the Executive Directors and operations people, whonormally published individually—prior to th&n-
might see the research as being weak, irrelevant,nual Meetings this yearPeople in other public pol

and wasteful. icy institutions have told us that they have found that
129. Other methods of disseminating the informa in-house policy journals fill a niche that is not met

tion in Working Papers need to be considered. by outside publications and have proved to be a suc
130. Several sththought that the Fund'institu cessful way to feature the expertise of thgaoiza

tional memory could be improve@hey indicated tion and enhance its reputation outside.
that they thought the Fund too often “reinvented 136.The Fund currently publishes an academic-
the wheel” because it did notfeftively store the  style economics journalMF Staff PapersPubli
knowledge it had gained in the past, so it could not cation is restricted to articles written by Fund-em
apply that knowledge to similar situations that ployees, and until recentlyhe journal had a right
arose in the future and thereby avoid repeating paswof first refusal on research papers produced in the
mistakes. Fund.

131.The Fund has an electronic document data 137. There are now a lge number of excellent
base, which contains the titles and sometimes theacademic journals in the field of international €co
text of many Fund documents, but the people we nomics, so the rationale for an academic Fund- jour
spoke to did not think that the database alone wasnal is weaker than it was in the past (when fewer
sufficient to achieve the knowledge transfer that they journals of this type existed). Stdfave told us that
were seeking. the publication procedures ftviF Staff Papersn

o ) the past were often arbitragnd many stafdid not

Improvements to the way research is disseminated thjnk that the journal served the needs of thyoF
outside the Fund would help to build public sup  zation, nor that it resulted in the publication of the
port for the Fund's work and help convince poliey highest quality research.
makers and the public in member countries of the 138. However Table 6 inAnnex Il indicates that,
soundness of Fund policy advice. at least for the two sample years, articles published

132. It is critical that the Fund is perceived in the in Staff Papersare referenced at least as frequently
outside world as an ganization whose advice is as those in th&\brld Bank Economic Reviefthe
based on sound analysfés.good strategy for exter ~ World Banks academic-style journal), but less than
nal dissemination of its research findings is essentialBrookings Papers on Economéctivity (an acade
to this. mic public policy journal)Tables 8a and 8b indicate
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that there is no discernable trend in the number-of ci  139. In any case, in response to §tafconcerns,
tations ofStaff Paper®ver timel2 the procedures for publication B¥VIF Staff Papers
have recently been overhauled and the journal is
under new management. In addition, the new editor
12\/e attempted to do similar citation counts forWld Eco plans to movdMF Staff Paperdn a more policy-

nomic Outlook the International Capital Marketseport, Occa oriented and less technical directi®e believe the
sional Papers, and several Fund conference voluiesio not

report these tables because we could not satisfy ourselves of theChanges will ImpI’OV_e th.e journalquality and rele
accuracy of these counts and did not have the resources-to conVance, but whether it will be of substantial value to

duct a more thorough count. the Fund remains an open question.
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Section IV Recommendations for Change

140. In the recommendations bejave first lay out The first ecommendation addsses the need for a
the general principle(s) governing each recommenda stronger coodinating mechanism to identify a-r
tion. Each recommendation also containdisient seach strategy and choose prioritgseach pro-
detail to ensure that the concept presented is.clearjects (discussed in paragraphs 56-59). It alse ad
However the recommendations are not intended to bedresses the need foreater communication about
blueprints for implementation. Putting them into prac ongoing or plannedaseach projects (discussed in
tice successfully will require modification of some of paragraphs 73 and 74), and the need to enhance the
our specific suggestions, and more detailed specifica incentives to conduct high-qualitgseach (dis
tion of othersWe expect and welcome adaptation of cussed in paragraphs 94—108) byating a mecha
the details of our recommendations. It is our expecta nism for internal competition foresouces for e-
tion that the Executive Board will decide whether it seach pmoducts equiring additional esouces.
agrees with the basic principles governing the recom Furthermoe, it addesses the need to iease staff
mendations, and leave it to Fund management-to de interaction with the outside world byquiding addi
velop the details necessary to implement them. tional resouces for confegnce paticipation (dis

141. The recommendations fall into two related cussed in paragraphs 82—86), to irape the visiting
sets.The first set contains what we consider to be the scholars pogram by inceasing transpancy and to
nine key high-priority recommendations: these are allow reallocation of esouces to enhance the eol
suggestions for change that we believe are necessariaboration between Fund staff and outside consul
to improve the déctiveness of the Furgltesearch  tants (discussed in paragraphs9t-20).
activities.The second set contains recommendations ) .
that supplement and reinforce the nine key ones. Recommendation 1: Create a Committee on Re

142. Some of our recommendations directly ad  Search Priorities to assist in strategic planning
dress the Fund'research activities. Others address is ~ and to support research activities in the Fund.
sues in the overall ganization of the FundVhile the 144.To improve the relevance, qualignd coor
latter have a more indirect link to the objective of im dination of the Fund' research, we recommend- up
proving the Fund research activities, they do have grading the role and responsibilities of the current
an important impact on the resources and incentivesworking Group on Fund Policdvice, including:
for researchWe believe that it is important to im

prove aspects of the wider environment in which the * expanding its priority-setting responsibilities;

research process operates in order for tharozation * giving it resources to allocate to specific re

to operate optimallyln laying out our recommenea search activities, and

tions, we distinguish between the two types. » renaming it the Committee on Research Pri
143.A key principle behind all our recommenda orities (CRP) to better reflect its new role.

tions is that for research to successfully meet the

needs of the Fund, it must be encouraged by creating 145.The CRPshould do the following.

an environment conducive to the pursuit of creative  ldentify research priorities for the Fund
ideas through appropriate incentives, accountability through an annual strategic planning process
and good management, and an avoidance of micro involving all departmentsThis would also
management. include the commissioning of specific-re

search paperd hese priorities and specific
projects would set the agenda for the Fand’

Key Recommendations research ébrts in the year aheadét an an
nual meeting, the Executive Board and man

Recommendations 1 thugh 3 focus on ways to allo agement would review the research done in

cate the Fund’ scace resouces for eseach. the previous year in relation to that year
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agenda, and discuss and approve the agenda Recommendation 2: Introduce explicit depart
proposed by the CRfBr the coming year mental targets for stdftime allocated to re

« Encourage stainembers, either individually search activities.
or in partnership, with approval and time allo 149. Research cannot be treated as a residual ac
cation from their departmental management, tivity if the Fund is to maintain its analytical capac
to submit proposals to the CRBeking finan ity. Research produced for sofuicle IV consulta
cial support for specific research projects tions and other policy analysis research products
(money for data collection, research assis such as th&\brld Economic Outlookthe Interna
tance, travel, etc.)lhe CRPwould evaluate tional Capital Marketgeport, G-7 notes, etc. has an
and compare research proposals, and decidesstablished place in thegamization. Howevemre
which projects should be allocated additional search above and beyond these products must be
resources (guided by the Committeahnual prevented from being squeezed out by operational
statement of research prioritie3his would demandsThe amount of research conducted in the
create a competitive process for submission Fund should also be more transparently recorded in
of research proposals, and their transparentdepartmental budgetsve recommend that depart
and fair evaluatioa3 ment directors, in consultation with management, set

« Through a transparent process, make -deci aside a percentage of dtéime to be allocated to

sions on inviting visiting scholars throughout department-sponsored research, beyond that con
the Fund and on projects invo|ving contracts ducted as part oArticle 1V consultations or other

with outside researchers. policy analysis research products, and to indepen
dent researck

150. The amount of time allocated to dtédér
these two categories of research would vary across
departments, depending on departmental priorities,
naturally with a higher allocation for the Research

146.The members of the Committee on Research DepartmentThe time allocation would be explicit in
Priorities should be appointed by management anddepartments’budgets, and department directors
consist of stdfchosen primarily for their strong+e  would be held accountable for meeting thigéar
search interests (and not necessarily on the basis of 151. Given the current resource constraints, the
seniority). The Committee would normally be success of this recommendation depends on the abil
chaired by the Director of the Research Department,ity to free up stdftime to conduct research over and
although Management should retain discretion on above that produced féirticle IV consultations and
whom to appoint. policy analysis research produc®hile Fund stdf

147. Management should encourage the submis claim that they are currently too stretched for re
sion of proposals to the Committee by acknowdedg sources to put additional time aside for research, we
ing a departmend’ success in obtaining funding believe that resources can be freed up and reallocated
from the Committee in the annual performance re by implementing the recommendations we have
views of department directorShe specific terms of  identified below—in particular by reducing research
reference of the Committee would need to be further activities with low value added and by increasing the
elaborated by managemént. efficiency of the research process. Howevee Ex

148.The budgets for the various activities of the ecutive Board might also consider whether additional
Committee on Research Priorities should be decidedresources need to be allocated to research.
by management and should come from reallocating
some existing resources from departments to the CRP

< Be responsible for monitoring the projects it
authorizes and evaluating their outptlihe
Committee could make use of outside consul
tants to evaluate project output.

The thid recommendation addsses the need for a
different mix of eseach output in the Fund (dis
The second acommendation is designed to-en cussed in paragraphs 449).

hance the Fund’commitment toeseach and en ) ) )

sure that staff have sufficient time to conduct high- ~Recommendation 3: Shift the mix of research
quality reseach (discussed in paragraphs 65—68). toward topics that add most value.

13The CRPcould consider inviting, possibly on a case-by-case 15Staff need to be given some time to independently pursue
basis, outside academics to its meetings, in order to use their ex their own research interests without approval of their projects.
perience in making decisions. Giving staf this time to pursue their own intellectual curiosity is

14The purpose of the CRB to ensure some coordination and  a strong incentive to produce quality research and to maintain
prioritization to exploit the syngies from decentralized research.  their human capital by keeping abreast of developments in their
The CRPshould not become another layer of hierarchy or overly own fields of interestThis research should, howeyée evalu
centralize the research process. Management should monitor theated ex post for its relevance to the Fsngdork. See Recommen
workings of the CRBo make sure that this does not happen. dation 5 below
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152. The current mix of research fails to ade 157.The Committee on Research Priorities {dis
quately distinguish between topics where the-mar cussed above) can encourage reallocation through its
ginal value of Fund research is particularly high, and priority setting and project approval processes.
others where Fund research adds little value to what
goes on outside the Fund. For example, excellent re : X . |
search already takes place outside the Fund on topicg)e'[ter incentive sticture to pomote high-quality
such as the sustainability of the social security sys reseach.
tem in Europe. The fouth recommendation addsses the need to

153.There are, in particulatwo areas in which ~ improve collaboration among depanents (dis

the Fund has a strong comparative advantage in itscussed in paragraphs 73-74) and to g&se incen
research: tives for eseachers in functional depaments to be

. . involved in the policy developmentopess (dis
* developing and transition country research for cyssed in paragraphs 104—108).

those countries for which there is a lack of
good outside work (for instance,Africa), and Recommendation 4: Create incentives to-im

« cross-country research—research that draws Prove collaboration among departments and to
policy-relevant lessons from cross-country ~ €ncourage researchers to contribute to policy
comparisons based on in-depth knowledge of ~ Work.
several countries. 158. Researchers, particularly those in the Research

154.We recommend that the Fund shift the mix of DEPartment, need to be involved in policy work crigi
its research activities to incorporate more of these hating in other departments, not only to help improve

types of research, focusing on topics that are at the.the quality Of. this work, but to stimulate .research
core of the Fund’ mandate. ideas and to increase the relevance of their research.

155. Furthermore, recent developments have To achieve this, we recommend that the annual per

ighighied the need for the Fund to beter under (TS ISV o SHeraaged 1 eserch Shouls
stand the workings of the domestic financial sector P

in member countries and of the global financial sys ;Il'%lrl:wat?:gsseezj\gceartt%qzwtir gﬁgﬁrgfvr;ése'sb@zi? d?gglﬁ%lét
tem, given the important role of the IMF in ensuring p :

the stability of the international monetary and finan !gggvgmil?;;nr;?gjéic::% ?g\'/li%)\/,vdﬁ(\)/ﬁiopmem pro
cial system\We therefore recommend that an addi J 15§ Participation by functional de .artment ktaf
tional specific priority of Fund research be financial ’ p y P

sector researchVe observe that the Fund has re in policy development and mission work might be
cently been putting more resources into this activity [Urther enhanced by creating an informal and limited
We encourage it to continue in this direction. internal market for the services of functional depart

156. Management, department directors, and thement economistde recommend that the Fund eon

Committee on Research Priorities should each takesIder advertising requests for assistance for major

responsibility for ensuring that this shift to more de FhoellCguﬁzgeiIr?t%TneaTtvsé(ggifé%asr]tiﬁmrlri;gEev;lsrvlfli?hn
veloping and transition countrgross-countryand :

financial sector research occéfDepartment direc appropriate expertise would apply to be included in

tors can ensure that background researcifiicle Ejhe project or mission, with the agreement of their
IV consultations on a specific country that now ap epartment.

pears in the “Selected Issues” paper included in someThe fifth ecommendation addsses the need to-in
Article IV documents is restricted to cases where it crease the incentives to conduct high-qualigy r
provides substantial value added. Research on topicseach (discussed in paragraphs 97—-100).

that are already adequately studied by academics or

researchers in other policymaking institutions should Recommendation 5: Improve the assessment
not be undertakerThis implies that there could be ~ of research quality in the annual performance
fewer economists working on country-specific issues ~ €valuation system.

in industrial countries, who may then be able to be 160. The performance assessment for research

redeploygd to other areas of the Fund where deSil’abl%taf needs to be based (more Systematica”y than ap
research is not currently conducted.

Recommendations 4 thugh 6 focus on priding a

17With limited exceptions approved by management on the

18We recognize that the Fund has, in recent years, greatly en pasis of sensitivity

hanced its research capabilities on transition countries and is also  18The posting of requests on the Funititernal website would
increasing the number of projects devoted to developing country supplement the current informal process in which departments
ahr?d flnac?mal sector researchhis recommendation reinforces approach other departments directly for assistance on policy
this trend. work.



pears to be the case at present) on a serious -assess
ment of the quality of their research, and not merely
on the number of papers produced.

161. High-quality research at the Fund should be
research that is relevant to the design of Fund poli
cies, or adds to the stock of knowledge relevant for
the Funds$ operations. Incentives to conduct high-
quality research come from its recognition both
within the Fund and outside iThe annual perfer
mance review for sthinvolved in research should
therefore take into account the following internal
and external signals of quality and relevance.

« Is the research judged to have contributed sig
nificantly to the Fund mission?

* Has the research been perceived to be of high
quality by departmental management?

« Has the research been directly useful in the
operational work of the Fund?

« Has the research been presented at a highly
regarded conference or published in a high-
quality academic journal or in one of the
Funds official publication vehicles (i.e., ex
cluding thewWorking Papers seriesy?

Recommendations for Change

uct should always be the ones to present it to
management or the Executive Board (unless
they opt not to do soThis includes both dis
cussions of board papers on research topics,
and individual items in th&/orld Economic
and Market Development presentations. Of
course, a senior stahember should also be
available at the presentation to support the de
partment$ staf if needed.

< As one example, we suggest that in\ttarld

Economic and Market Development presen
tations made to the Executive Board, the Di
rector of Research should give an overall in
troduction, outlining the topics to be covered
and presenting his or her assessment of Fund
policies. This would be followed by individ
ual presentations by stafind then an infer
mal question and answer period for each pre
sentation.This structure has been extremely
successful in public policy institutions in
which some of the Committee members have
been involved?

The seventhecommendation adédsses the need to
ensue that a leader of the ResearDepatment

* Has the research been favorably received by creates a cultu that suppds policy foundation and
the external review process (suggested laterpolicy developmenteseach and engages the de

in this document)?

partment in the policy developmentopess (dis

162. In departments whose primary focus is not cussed in paragraphs 87-93).

research, department directors should consider ap
pointing one stdfmember to assist departmental

Recommendation 7: Management should give

managers in evaluating the quality of the research

activities of their stdf

The sixth ecommendation addsses the need to-in
crease accountability of staff involved iaseach,

motivate them, and pvide learning experiences for

them (discussed in paragraph 102).

Recommendation 6: Give all stafno matter
how junior, opportunities to present their re
search products to management and the Exec
utive Board.

163. Making presentations to management and

the Executive Board is crucial to dtébr their de

velopment into first-rate policy economists. It also

helps to improve stafmorale, which is important for

a clear mandate to the Director of the Re

search Department to be both an active-re
search leader and economic counselor to the
Fund.

164.A Director of the Research Department plays
two distinct roles in the ganization, which in turn
requires that he or she possess two equally important
characteristics:

« The Director of Research is the leader of the
Fund researcher3o lead efectively, the Di
rector needs to be actively engaged in the re
search process by creating an environment in
which everybodyincluding the senior sthf
is encouraged to express their views openly
considers it normal practice to attend semi

retention of the best and brightest. Furthermore,
those closest to a research product have the best un
derstanding of it and so should be given the opportu
nity to present itWe recommend the following.

nars and comment on their colleagues’
search, and writes research papers as part of

20There might be a concern that the quality of presentations

» The Fund should adopt a convention that the will be inadequate when given by more junior fstaf our exper

primary author or authors of a research prod

ence, this has rarely occurred in public policy institutions with
which we have beenfidfated. Staf have tremendous incentives

to give a good presentation because it has a beneficial impact on

19This will not be a relevant criterion for all pieces of Fund

their careers. Furthermore, giving presentations to the Board cre
ates strong incentives for stab improve their presentation
research. skills.

37



38

PART 2. REPORT OF THE EXTERNAL EVALUATION COMMITTEE

his or her job. Moreovebecause the Com 167.We are concerned that the review process is
mittee on Research Priorities (described not operating as &dfctively as it could to bring in
above) will normally be chaired by the Direc  sights from researchers in functional departments
tor of the Research Department, such a per into the policy advice proceséle also consider that
son will play a central role in the design of re  the review process could operate moredfvely
search projects throughout the Fund. with less time devoted to ¥Ve understand that sys
The Director of Research is the FundEco tematic studies of the review process are currently
nomic Counsellgrand as such is expected to uUnder way We welcome these studies and would
be a source of independent advice to the Fundlike to highlight the following issues for considera
on policy issues, to be able to integrate the tion in these studies.

ideas of research stafto the design of Fund « Changes in the way review is conductad.

policies and operations, and to convey such
ideas dfiectively to policymakers in the ga
nization as well as outside.

The eighth and ninthecommendations focus on
issues that have impant effects onaseach ac
tivities but that also affect the ganization as a
whole.

The eighth ecommendation addsses the need to
improve the performance evaluation system and
raise the accountability of staff (discussed in para
graphs 95-96 and in Box 2).

Recommendation 8: Create a morefedtive
performance evaluation system.

165. The ability to discriminate between high and
low performers is an essential feature of a perfor
mance evaluation process and of the award of merit
increases in any well-managedjanization. It is es
sential that poor performers be encouraged to leave
the oganization with a serious threat of termination.

166. The present performance evaluation system
in the Fund—in which over 99 percent of §&dfon
omists are meeting or exceeding performance stan
dards, and termination for poor performance is infre
quent—clearly does not have the two essential
features identified abov&Ve understand that a-re
view of the issues surrounding performance man
agement is currently being conducted by th&cof
of InternalAudit and InspectionWe welcome this
review and recommend that one outcome of this
process should be a change in the performance eval
uation system to incorporate the two essential fea
tures indicated in the paragraph above.

The ninth ecommendation addsses the need te-r
design the @view pocess to both inease the effec
tiveness ofa@seachers in this ppcess and to make it
more efficient (discussed in paragraptb1118).

Recommendation 9: For departments other
than the Policy Development and Review-De
partment, the Fund should consider how to-re

duce unnecessary internal review of Fund work
and avoid formal written comments where-in

formal communication would be adequate.

several stdfmembers told us, the best-ex
change of ideas and constructive critiques of
each otherg'esearch in the Fund occurs in in
formal discussions over det or a meal in the
cafeteriaThe simple point is that a successful
policy institution is one in which people spend
a significant amount of their time discussing
ideas with each other at the formative and pre
liminary stage of work rather than in writing
comments on a piece of work, in its relatively
final form, from behind closed doors.

We therefore consider that it would be more
appropriate in the review process for a depart
ment to circulate an outline of its document
(i.e., at an earlier stage of development than is
presently the case) to other departmente
outline should include all key facts, figures,
and preliminary conclusions. Departments
should be invited, but not required, to make
comments. Comments should be communi
catedinformally (either orally or by e-mail),
rather than by formal written memoranda
(which is the current norm). Management
should provide incentives in annual pekfor
mance reviews to ensure that outlines are cir
culated at an early stage and that the depart
ment is prepared to discuss the documents
openly with other departments.

In specific cases where Management thinks
that more formal review is of crucial impor
tance to the Fund, a seminar based on a draft
outline should be the primary means of re
view. This brings researchers into the review
process earlier (before positions are- en
trenched), and allows for better interaction
between authors and reviewers than in the
current written process.

The openness of a seminar is a more appropri
ate and productive way to bring comments
from researchers to bear on important issues. It
should also help reduce trivial comments be
cause the person making them is more directly
accountable. If a reviewer is unable to attend
the seminagrhe or she could still communicate



his or her comments and suggestions verbally
to those writing the paper/report.

If significant disagreements persist between
departments, written comment could then be
used to document dérences and refer them
to management.

A reduction in the amount of reviewing. Un
less a department (other than the Policy De
velopment and Review Departmefithas
something of significant value to add, it
should not make commenfEhe absence of
comments by departments (other than the Pol
icy Development and Review Department)
shouldnot be viewed as a sign that a depart
ment is not doing its job properliManage
ment should monitor departmenpsbgress in
cutting out unnecessary review

Supplementary Recommendations

168. The 13 supplementary recommendations
below are designed to provide support for the 9 key

organizational changes that we have recommended

above. They are grouped into four categories:
(1) changes in the culture, incentive structure, and ac
countability mechanisms; (2) changes to improve the
dissemination of research; (3) changes in the alloca
tion of resources in the ganization to improve &f
ciency; and (4) establishment of an external review
and monitoring process.

Changes in the Culture, Incentive Structure,
and Accountability Mechanisms

Recommendation 10 addises the need to encour
age geater interaction with the outside world (dis
cussed in paragraphs 826); Recommendationl1
addresses the need to ieerse morale and account
ability of the junior staff by ensuring that only signif
icant contributors ae listed as authors oreseach
products (discussed in paragraph 103); Recommen
dation 12 addesses the need to iease incentives
for collaboration between the Fund and therlyf
Bank (discussed in paragraphs-7%); Recommen
dation 13 addesses the need to bring radtexibil
ity into the hiring pocedue for young economists
suitable for the Reseeln Depatment (discussed in
paragraph 69); and Recommendation 14 addes
the need to econsider the cuent management
structure in the Reseah Depatment to impove ef

21The Policy Development and Review Department has the or
ganizational responsibility to certify the pajgecontents as rep
resenting the Fung’positionThus, there is clearly a need for this
department to continue to make written comments.

Recommendations for Change

ficiency and the envanment for eseach (discussed
in paragraph 123).

Recommendation 10: Encourage participation
in relevant external conferences.

169. Participation by Fund researchers in external
conferences is an important way of exposing them to
outside ideas and having their research seen and crit
ically examined by outsiders. Participation in rele
vant external research conferences needs to be fur
ther encouraged in thegamization.

170.To encourage conference participation we
recommend the following.

« As a departmental objective, departments
should explicitly allocate time to participate
in conferences relevant to the Fund and en
sure that their travel budget is ficient to ae
commodate this.

Researchers should be allocated time to at
tend relevant conferences, particularly when
they are asked to make a presentation or par
ticipate as a discussaathigh priority should

be given to achieving this, so that operational
responsibilities do not crowd out attendance.

« Presentations and participation as a discus
sant in relevant conferences should be re
flected in annual performance reviews and be
rewarded.

The Committee on Research Priorities should
be provided with an additional pool of-re
sources to finance, at its discretion, confer
ence participation in cases where the depart
mental travel budgets are exhausted.

Department directors should be held account
able by management for meeting conference
attendance objectives.

Recommendation1l: Put only the names of sig
nificant contributors on Fund publications.

171.To improve morale of junior staénd increase
accountability for the quality of their research product,
we recommend that only the names of individuals who
have made a significant contribution to the research
should appear as authors on Fund publications and pa
pers to the Executive Board. Stafose contribution
was limited to providing comments on a draft should
not be deemed to have made a significant contribution.
There should be no presumption that seniorf staf
should be listed first on coauthored publications-sim
ply because of their seniority

Recommendation 12: Improve collaboration
betweerWorld Bank and Fund researchers.

172.There are lage potential syngies between
research activities at tMgorld Bank and the IMAN
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areas where both the Fund and the Bank have-an in 175.We recommend the following.

terest in and conduct research on the same issues
(for example, research on financial sector reform),
collaboration could improve the quality of analysis

in both institutions. In areas where one institution
specializes and the other does not (for example, the
World Bank in environmental issues, and the IMF in *
monetary policy), gains in gtiency could also be
achieved by making use of each otkegxpertise

rather than trying to duplicate it.

173. Collaboration occurs naturally when re
searchers are encouraged to talk to each .ottfeer
recommend that new vehicles be created to encour
age this process.

< A joint weekly (or fortnightly) research semi

The pool of candidates selected for the-sec
ond round of interviews in the Economist

Program should include some candidates with
strong research interests.

The Fund should make a commitment to
some of those candidates who wish to work in
the Research Department (and are suitable for
the Department) that they will be placed in
the Research Department after their success
ful completion of two years in the Economist
Program. (This appears to be critical te at
tracting some of the best young researchers.)

Candidates with strong research interests who
are interested in a commitment to being placed

22n a poorly integrated genization, creating a special hiring

nar should be established by the Research De
partment in conjunction with their appropri
ate counterparts in th&/orld Bank. The
seminar would feature presentations byfstaf
from both institutions or presentations by-out
side experts whose research is relevant to
both institutions.

¢ The World Bank and the Fund might also
consider jointly running an annual research
conference, @anized on the Fund side by the
Committee on Research Priorities, in which
prominent academics and $tafembers from
both institutions participatédn annual event
along the lines of the National Bureau of Eco
nomic Research (NBER) Macroeconomic
Annual Conference would go a long way to
ward improving the morale of Fund -re
searchers and enhancing the reputation of the
Fund and the Bank.

in the Research Department should be required
to present their research at a seminar as part of
their interview process, and the opinions of ac
tive researchers should be solicited and taken
into account in the hiring decision.

Recommendation 14: Consider streamlining
the management structure in the Research
Department.

176. Multiple layers of management can stifle- cre
ativity as well as result in substantial ifigiEncies.
Successful research operations have a relatively non
hierarchical management structukelopting a strue
ture with less reporting layers has become more com
mon in public policy aganizations, and may enhance
the efectiveness of the Research Departniémile
therefore recommend that the Research Department
consider alternatives to the current management
structure as a means of increasing collegiality in the
Department, enhancing intellectual exchanges, and

Recommendation 13: Introduce more flexibil making eficiency gaing

ity into the hiring procedure for entry-level
economists.

174.Attracting the best young researchers is par
ticularly important to the Research Department, Research
which differs from other departments in that re QOperational staff and managemenéaften too busy
search is a lge component of an economispob in  to read all ieseach output, paticularly long papers,

the Research Departmeffthe hiring policies for  and select that which is mostievant to their needs.
entry-level economists must be flexible enough to

ensure that economists with strong research skills
can be hired for the Research Departniént.

Changes to Improve the Dissemination of

23In a research unit headed by one of the Committee members,
such a change in structure produced substantial increasds in ef
ciency because the time devoted to management activities and mul
tilevel editing of written documents decreased dramatidalitso
procedure in a research department has the potential to isolate theled to substantial improvements in the quality of research output
department. Howevesuccessful research departments in public because researchers were now held more accountable for their final
policy omanizations are those in which there are some individu Product and did not feel that they had to make their products less
als who focus on research, but the department ensures that ther¢controversial to please the many layers of management.
are strong incentives in place to encourage those researchers t¢ 2*We have neither the time nor the expertise to design a de
provide value to the operational parts of thgamization, and to tailed proposal for change, which would also need to consider
exit them when they fail to do so. Recommendation 4 addresses any proposed changes in the wider context of the gengyatior
this by providing greater incentives for researchers to be involved Zzational structure of the Fund/e see value in bringing in exter
in the operations of the Fund. nal experts to consider this issue.



Recommendations for Change

Authors of eseach, and the Fund as a whole, need « The following sentence should be added to
to think about ways to makeseach moe accessible the current disclaimer: “ThigJorking Paper
in order to ensug its absorption into policy work. is preliminary and is for discussion purposes
Recommendations 15 and 16 askir the need to dis only.”
seminate eseach effectively ayund the Fund (dis « Working Papers should only be minimally
cussed in paragraph 126); and Recommendation 17 screened for quality but should be screened
addresses the need togwide additional oppduni- by the External Relations Department, with
ties for young staff to makegsentations to the Exec the assistance of the department where the
utive Boad, theeby inceasing accountability and Working Paper originated, prior to release
motivation (discussed in paragraph 102). for confidentiality issues and problematic
Recommendation 15Wkite and disseminate language.
nontechnical summaries of highest quality Recommendation 17: Create a new vehicle for
and most relevant research. nonsenior staf to make presentations to Man
177. In order to more fefctively disseminate re agement and the Executive Board.
search ideas throughout the institution we recom 179 The Executive Board should have more face-
mend the following. to-face exposure to good Fund reseawb.recom

« The Front Ofice in each department should, Mend that periodicallyperhaps four times a year
on a periodic basis, select a fraction of researchBoard meeting be scheduled at which fstagke
papers (Wrking Papers, Policy Discussion-Pa Presentations of their research work. (In our commit
outside journals) with interesting and/or rele Should be the maximunilhe topics for presentation
vant conclusions, and require that these becould be chosen by the Executive Directors them

summarized by the authofEhese summaries ~ Selves, or by the Committee on Research Priorities.
should be written for a nontechnical audience, 1he Board meeting would be informal and would

making them accessible to educated layper Not require formal Board papers. _ _

section in theEconomistmagazine).They ready under significant time pressure, and that
should be more substantial than current ab adding these additional meetings will create even fur
stracts, but short enough for busy people to ther pressure. Howevehese meetings should be an

probably less than five pages. they will help the Board to provide input into the-pri

orities for future researcihey are also a more-ef
fective and dfcient way of disseminating research to
the Executive Board or management if they E_x_ecutive Dire_:ctors t_han the current system of pro
<0 choose viding the_m withwWorking Papers, ar_1d they W|I_I help
' send a signal to stafthat research is valued in the
« Assistance from the editorial/writing unit of Fynd.

the External Relations Department should be . . )
made available to assist $taf writing these 10 successfully disseminateseach outside the

* These summaries should be disseminated to
all departments and to individual members of

nontechnical summaries. Fund, the Fund must have a cobet dissemination
strategy and eseachers themselves must be in

Recommendation 16:féatWorking Papers as volved in thinking about who their @&t audience
preliminary. is and how best toeach it. Recommendation

N . 18 addesses the need for the Fund to enhance the
178.The purpose of issuing/orking Papers should reputation among policymakers and the public

be primarily to stimulate discussion with other re . ; : :
searchersTo ensure thatVorking Papers are treated anszriggber countries (discussed in paragraphs

as preliminaryand not end products of research nor

representative of Fund views, we recommend that the Recommendation 18: Improve dissemination
Fund put more distance between itgotdl views and of research to nontechnical audiences outside
the views expressed Working Papers. the Fund.

» Working Papers should no longer be autho 181. Improving the dissemination of the Fund’
rized for distribution by Front Gites or divi expertise and research to nontechnical audiences
sion chiefs, which is sometimes interpreted as outside of the institution is of great value in develop
suggesting that they have been approved bying a constituency for the Fursdivork. It is impor
the Fund. tant to ensure that nontechnical outsiders have ac

41



PART 2. REPORT OF THE EXTERNAL EVALUATION COMMITTEE

cess to appropriate publications, and that there is awith noneconomistsThis will help them to become
coherent strategy for dissemination of these publica better policy economists.

tions (on this latter point, the purpose and status of
the current set of publications seems to generate . .
some confusion). Changes in the Allocation of Resources

182.We understand that the strategy behind the to Free Up Staff Time
Funds nontechnical publications is currently being Recommendation 19 adshses the need toeate
looked at by external consultants as part of a wider re more time for economists to focus @seach issues
view of the Fund external communications strategy by increasing the number ofseach assistants (d.|s

If the review does not consider this issue ifficieht cussed in paragraphsi2—14).
depth, we recommend that a more careful review take _
place, which considers the following issues. Recommendation 19: Increase the number of

« The overall dissemination strateg'ylclud- research assistants relative to economists.

ing whether there are too many publication =~ 184.The lack of research assistants reduces the
vehicles. productivity of researchers in the Funiiche Fund
has recently implemented changes to increase the
number of research assistants and change the mix.
We welcome these changes and encourage acceler
ation of the rate of chang®/e recommend that the
Fund further increase (substantially) the number of
research assistants in theganization. New hires
should primarily be young college graduates with a
relevant background, hired on fixed-term, nonre
newable contractsThis will increase the Funsg’
head-count, but should reduce the need for econo
) - . mist staf, and therefore could be operated in such a
* The wider issue of greater researcher in gy as to ensure it is roughly budget neutral. (For
volvement in some nontechnical external example, one economist could be tradefifof,
publications. Currentlythe impetus behind say three research assistaris.)
two nontechnical publicationsFnance 185. Increasing the number of research assistants,
and Developmerand the Economic Issues gng paying for it by reducing the number of econo

series—comes lgely from the External Re  mjsts, is likely to increase the overalfieiency of
lations DepartmentVe believe researchers he research process.

themselves should be more actively engaged
in the process:

(a) The External Relations Department
should consult with the Committee on-Re
search Priorities as to what research prod Recommendations 20-22 adds the need to open
ucts might be appropriate for the nontech up the Fund to ideasdm the outside world (dis
nical publicationsWhen this research is cussed in paragraphs 82—86) and to ie&@se ae
written for these publications, the author countability of the Fund’reseach through the es
of the original research should be respon tablishment of externalerview and monitoring
sible for writing up a nontechnical version processes.

of the original research with assistance ) ]

from the External Relations Department. Recommendation 20: Create an ongoing-ex

ternal review process for research products.
(b) Researchers should be encouraged to .
submit work to appear in these nonteehni 186. External review of research products has

cal publications. Researchers should be two important benefits. First, by opening up Fund
given incentives to have their work pub research to outside scrutin’ymakes it more likely
lished in these vehicles by receiving credit _that that Fund research will incorporate the latest
for these publications in their annual per ideas and developments from outside, thereby pre
formance reviews and merit increases. venting insularity Second, external review will 4in
crease the accountability of Fund researchers, par

¢ Publication vehicles that have been success
ful in other public policy institutions. For
example, if the changed orientation of the
IMF Staff Papergournal is not sufcient for
communicating to policymakers and the
general public, the Fund might consider-cre
ating a separate policy journal. Such a jour
nal must be set up with a serious peer review
process and might even make use of promi
nent outside experts.

Establishment of External Review and
Monitoring Processes

183. An additional advantage of engaging re
search stdfin writing these nontechnical papers is

that it will improve their ability to communicate 25This complication would not arise if the Fund had a dollar

budget rather than a head-count budget fof. staf



Recommendations for Change

ticularly if the results of the review are made pub approves, the Board needs to monitor the progress
lic. of implementationWe recommend that one year

187.We recommend the following. from the date of this report, a follow-up report by
management and staperhaps with the input of an
independent external advisdre submitted to the
Board for discussiorit that time the Board can-as
sess whether progress on these recommendations
has been siitient and what further steps need to
be taken to improve the research process.

¢ On an annual basis, the Fund should contract
with outside experts, including academics, to
read and comment on the individual products
of the research projects that have been ap
proved by the Committee on Research Priori
ties. These comments should then be pub
lished on the Fund’external website and Recommendation 22: Create periodic, general,
used by the Committee on Research Priorities  axternal reviews of research activities.

and Management to analyze the success-of re )
search projects. 189.Although an external review of research prod

ucts along the lines of our Recommendation 20 will
increase the accountability of Fund research, it will,
of necessitybe narrowly focused on individual-re
search productsA more general external review
should help the Fund evaluate whether the research

« The Committee on Research Priorities might
also contract to have a selection of other re
search products from throughout theami
zation subjected to external review

Recommendation 21: Monitor progress onim process is being managed propeviyiether the re
plementing the recommendations in this sources devoted to research are appropriate and
report. whether research activities serve the operational

needs of the FundlVe recommend that the Executive

188.To ensure the &dctive implementation of Board commit to another external review of research

those recommendations that the Executive Board
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Annex |l Terms of Reference

December 4, 1998

activities within five yearsThis should be part of an
ongoing, regular process of external reviews, both of
research and of the Fusdither major activities.

I. Purpose of the Evaluation

The Executive Board of the International Mene
tary Fund has decided to request an independent ex
ternal evaluation of the Fureleconomic research
activities. The purpose of the evaluation is to assess
whether economic research in the IMF contributes
effectively to the achievement of the Fundibjee
tives. For this purpose, the evaluation will assess the
appropriateness of the present scale agdrozation
of research activities, the way in which the level of
resources and economic research programs are cho
sen, and how they relate to the overall work of the
Fund.The evaluation will also seek to assess the
quality and the added value of féifent aspects of
the Fund$ economic research and to appraise its
utility in the Fund, among its member countries, and
within the wider economics community

2. Focus of the Evaluation

The evaluation will focus on all aspects of the
Funds economic research activities and will be- car
ried out by three independent external experts, as indi
cated in Section 3 belowWhe experts are requested to
consider five broad topics in their evaluation.

a.The definition of economiceseach in the
Fund.The boundaries between research anrd op
erational work are not cleaut since much of

the topics for research and the resources devoted
to research and how are these related to the work
program? How best should research work relate

to operational work in the Fund? Is the present

distribution of research time across departments

the most appropriate?

. The agenda and focus of the Fusmdtonomic

reseach.What is the value added by the Fund’
own research activities, both within the Fund
and externally®hat should determine whether
the Fund (rather than the academic community
or other international institutions) undertakes
specific research and how deeply? Does the re
search utilize ééctively the wealth of informa
tion to which the Fund has access? Is there an
appropriate balance in the Fund between re
search in theoretical economics and research on
more operational topics? Should more re
sources be allocated to one or the other?

.The influence of the Fursdeconomicaseach.

To what extent does the Fuesdesearch influ
ence its policymaking and operational work?
How is the quality of Fund research perceived
by relevant interested parties and to what extent
does it have influence in Fund member coun
tries, in other international institutions, and
within the academic community®hat is the
best way of publicizing the research (the role of
conferences and seminars; the role of the publi
cations concerning thébrld Economic Out
look and International Capital Marketseport;
the role ofStaff Papersthe accessibility of
Working Papers; etc.)?

In focusing on the above topics, the experts may
wish to be aware of the following more specific

the staf’s regular work on surveillance and the questions that are of interest to Executive Directors:

use of Fund resources involves elements of
research.

b. The objectives of the Fusddconomiceseach
activities. Why does the Fund do research?
Have the reasons changed over time€ the
current objectives the right ones? How might
the objectives of the Furglresearch activities
evolve over the medium term?

c. The oganization of the Fund’economic e
seach activities.How are decisions made about

(i) What incentives do Fund stdfave for work

ing on economic research? Is freedom ef re
search preserved?

(i) Are there any major areas of research at pre

sent undertaken by the dtaffhose value
added could be regarded as iffisignt? Are
there major omissions in the Fuadesearch
agenda?

(iiiy How useful is the visiting scholar program?

Should research agendas be coordinated with



Annex |

other entities? Could more research be done evaluation report with the purpose of pointing

in partnership with others or be contracted out to the evaluators any inadvertent disclosure
out? of restricted or confidential information.

(iv) How important is it for Fund stifo continue c. The evaluators are free to request information
undertaking theoretical and applied research  from country authorities and other sources out
as a means of maintaining their human €api side the Fund as deemed appropriate.

tal? In seeking to enhance the human capital

of staf, does the Fund provide an appropriate

mix of opportunities to its sthto receive . ..

training and to do research work? 5. Evaluation Report: Publication,
(v) What internal or external mechanisms exist, Executive Board Consideration, and

or should exist, for ongoing evaluation of Comments

Fund economic research activities? ) ) )
a.The Fund reserves the exclusive right to publish

the report, and the evaluators undertake not to
publish any part of the report separately

3. Evaluators and their Independence )
b.In accordance with generally accepted prac

Professors Francesco Giavazzi, Frederic S. tices for the conduct of audits and evaluations,
Mishkin, andT.N. Srinivasan have agreed to eon the Chairman of the Evaluation Group will-en
duct the evaluation and to submit a joint report; sure that those whose actions and advice are
Professor Mishkin will serve as chairhey shall the subject of evaluation shall have the oppor
conduct their work freely and objectively and shall tunity to respond to relevant parts of the evalu
render impartial judgment and make recommenda ation report in draft form, as well as in final
tions to the best of their professional abilitiés. form. The evaluators are free to take account
their full discretion, the evaluators may wish to of, or ignore, any comments on the draft eval
take into account the views of member country au uation report.
thorities, academic experts, representatives of other ¢ comments on the final evaluation report shall
international oganizations, and Fund Executive be considered part of thefigfal record. If the
Directors and staf Executive Board decides to make public the

final evaluation report, it may also decide to
make public the comments thereon, including

4. Access to Confidential Information the conclusions of the Executive Board consid
and Protection of Confidentiality eration of the report.

a.The evaluators shall have access to information
in possession of the Fund as needed for carryingb. Resources and Timing
out the evaluationThis may include, but will
not necessarily be limited to, access tof g&f
ports and other publications, internal memo
randa and studies, existing databases, relevan
communications with management, as well as
minutes of Executive Board proceedingse
Chairman of the Evaluation Group of Executive

The budget for the external evaluation of the
Fund’s economic research activities shall not exceed
S%$220,000 (excluding any support from Executive
irectors or Fund sththat might be requested by
the evaluators); within this total, and in consultation
with the Chairman of the Evaluation Group, the

Directors (Evaluation Group) shall make all evaluators may arrange for research assistance sup

necessary arrangements to facilitate and assis©'- The Chairman of the Evaluation Group will

the procurement by the evaluators of relevant ”?ake arrangements 1o assist W'.th any logisticator li

information in possession of the Fund. aison support from Executive Directors or Fundfstaf

requested by the evaluators.

b.The evaluators undertake not to disclose, de  The evaluators shall be provided with a contract
liver, or use for personal gain or for the benefit for contractual employment, on terms and conditions
of any person or entity without the consent of approved by the Chairman of the Evaluation Group.
the IMF, any restricted or confidential informa  The “Terms of Reference of the External Evaluation
tion in possession of the Fund that they receive of the Funds Economic Researdkctivities,” dated
in the course of the evaluatiofihe Chairman  pecember 4, 1998, shall be attached to the contract
of the Evaluation Group will request an appro and acceptance of the contract by the evaluators
priate oficer of the Fund to review the draft shall also mean acceptance of therfiis of Refer
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Annex Il Nature and Organization of Economic
Research in the Fund

ence."The contract will expire with delivery of the 3. Functional and special services departments
evaluation report and its consideration by the Execu contribute to the Fung’monitoring and analysis of
tive Board, or if the Executive Board determines that developments in member countries, but they are or
the contract should be terminated for other reasons. ganized around issues or functions rather than-coun
The evaluators will begin work in January 1999; tries, and they also monitor and analyze develop
completion of the evaluation report is expected for ments in the international monetary system as a
July 1999.The evaluators will keep the Chairman of whole. For example, the Fiscaffairs Department
the Evaluation Group informed of the progress of specializes in fiscal policy and fiscal institutions;
the work. and the Monetary and ExchanfyHfairs Department
specializes in monetary policgnonetary and finan
cial institutions, and exchange rate palicy

How Is the Fund Organized? 4. The Policy Development and Review Depart
. ment has a particularly important role in thgaot
1. The IMF has nearly 2,700 stabf which ap zation. It reviews and approves many of the docu

proximately 1,100 are professional econom#sts. ments originating in area departments to ensure that
Annex 4 sets out the Fursddganizational structure.  the work produced is consistent with the Fnd’
There are @readepartments, 8unctional and spe  gyerall approach, and that inconsistencies do not
cial sevicesdepartments, and ligformation, liak occur between the advice given to one member
son, and suppardepartments. Most economists country and the advice given to anotter the name

services departments. cies for the ayanization. For example, the recently
2. Each department has a “Front” or “Immediate” introduced Contingent Credit Line was designed by
Office, and several divisions. Stéf the Front Of the Policy Development and Review Department.

fice include the head of the department (called-a Di 5 The Research Department is also classified as a

rector), between 5 and 15 managerial-levef,saaid functional department. Its role is discussed further
several support stfThe Front Ofice supervises  pglow

and coordinates the work of the department. Each di
vision within the department is led by either a “Divi
sion Chief” or an “Assistant Director” (depending
on seniority) and contains around 6 to 10 econo
mists. It may also contain a research assistant (in
functional departments). Each division deals with a
subset of the issues/countries covered by the departywhat Are the Objectives of Economic
ment.Area departments are primarily responsible for Research in the Fund?

monitoring and assessing economic developments in *
member countries in the region. For example, the 7 Although not specifically referred to in tide-
African Department monitors and analyzes -eco tjcles of Agreement, research is conducted by the

6. Economic research, as we have defined it at the
beginning of Section Il, is conducted to a greater or
lesser extent in all the area departments and functional
and special services departments in the Fund.

nomic developments in the Fusdi4African mem Fund to help it achieve the “Purposes” stated in the
ber countries and in the region as a whole. Articles of Agreement, particularly the first purpose:
To promote international monetary cooperation
26Fund economists are hired through two main channels: (1) through a permanent institution which provides
through the Fund’ Economist Program, which hires recent grad the machinery for consultation and collaboration

uates from top economics faculties around the world (generally at
the Ph.D. level); and (2) at midcareer level. Midcareer econo

mists are hired from public policymaking institutions, academia, 8. The objectives of research undertaken in the

and the private sectofhe Economist Program looks for people -ee . .
with a strong interest in public policy and the capacity to work in Fund were most recently SpeCIerd epr|C|tIy in the

various parts of the Fund. Economist Program hires spend their 1993 Review of Researéttivities in the Fund:
first two years in two dferent parts of the Fund, and are then of

fered a permanent place in a department if they have performed—

successfully in their first two years. 27Article | (i).

on international monetary problefrs.



The main objectives of research in the Fund are
to further the stéfs understanding of policy and
operational issues of relevance to the institution,
and to improve the analytical quality of work pre
pared for management and the Executive Board,
and of the advice provided to member countries.
Different departments have faifing objectives,
depending on their particular institutional respon
sibilities. Generally speaking, the research-pro
grams of area departments are oriented toward
country-specific and regional issues and seek to:
(1) deepen the stdé understanding of country
situations for purposes of surveillance and the
formulation of programs supported by the Fund;
(2) strengthen the analytical basis for policy ad
vice provided to country authorities; (3) assist the
authorities in developing their analytical and-pol
icymaking capacities; and (4) disseminate the
staf’s experience with policy approaches to-eco
nomic problems and issues.

As functional departments have a greater diversity
of interests and responsibilities, their research pro
grams are more varie@ihese departments engage
in research so as to: (1) improve surveillance of de
velopments in the international monetary and fi
nancial systems, and in the world economic situa
tion; (2) strengthen the analysis related to the
design of adjustment and reform programs; (3) im
prove technical assistance provided to countries;
(4) support the development and implementation of
the Funds financial policies and operations; and
(5) provide a set of up-to-date international statisti
cal standards, as well as guidance on the statistical
treatment of new issues and priorities in statigfics.

Annex Il

tions and strengthening the analytical basis for policy
advice in surveillance and program formulation. Some
policy development research is also conducted in area
departmentsThis is consistent with the objective of
disseminating the staé experience with policy ap
proaches to economic problems and issues.

11. Functional and special services departments,
particularly the Monetary and Exchangfairs De
partment and the FiscAffairs Department, under
take a mix of policy analysis, policy development,
and policy foundation researcfhe Statistics Depart
ment and th@8reasurels Department undertake very
little economic research (the Statistics Department
does, howeverundertake specialized research in sta
tistical methodology)The Policy Development and
Review Department conducts mainly policy develop
ment research, such as the recent “IMF-Supported
Programs in Indonesia, Korea, ahldailand:A Pre
liminary Assessment.The research conducted in the
Research Department is discussed separately below

12. In order to get a ballpark idea of the total amount
of research conducted in the Fund, the type of research
conducted, and the distribution of that research be
tween departments, we have constructed a historical
list of research output of the Fund over the last four
years, and classified the research in various #ays.

13.Tables 1 to 5 at the end of this annex set out:

e research by country specificity (country-
specific, cross-countyynon-country-specific,
or not classified) (@ble 1);

 research output by type of countnafle 2);

« research output by departmenaifle 3);

« research output by togie(Table 4); and

« research by document type and department

What Type of Research Is Done
in the Fund?

(Table 5).

9. As the discussion above suggests, decisions

about what research should be undertaken are 30This list was constructed by combining théal annual list

largely decentralized. Most research projects are ini of completed research projects from the Interdepartmevdek-
tiated and designed at the departmental IeVied ing Group on Fund Policjdvice, the Fundi publication Re
1993 Review noted that “this allows resources to be seach Activities of the International MonetarFund, Januay
directed toward the most important policy and eper 1991-December 199and several other lists of research output

. . " that departments provided us witlVe have classified research
ational problems confronting each departméft. output according to year of publicatidfhis is somewhat artificial,

10. Area departments tend to undertake mairﬂy re as a paper that was worked on throughout one year may not have
search that we have defined at the beginning of Sec been published until the following ye#lve have tried to capture as

. . . L : much of the Fund'research output as we can, but the list may miss
tion Il as policy analysis researchhis is consistent  gome shorter internal pieces of research that have not been pub

with the objectives for area department research stateclished and some research that has been published outside the Fund
above.That is, the research is mainly concerned with that has bypassed the Fumdbrmal vehicles for the distribution of
deepening the sta understanding of country situa research and has not been reported in the Interdepartiviértal
ing Groups list. The list may also fail to incorporate some papers

that, although not considered to be pieces of research themselves,
may have a research component to thEme. list for 1998 is likely
to be more comprehensive than lists for earlier years.

3iClassification taken fromReseath Activities of the Interna
tional Monetay Fund, Januay 1991-December 1997

28Review of Reseeal Activities in the Fundprepared by the
InterdepartmentaiWorking Group on Fund Policidvice, No
vember 16, 1993, p. 2.

29bid., p. 3.
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How Much of the Fund’s Resources Are
Allocated to Research?

14. It is dificult to estimate the total amount of re
sources dedicated to research in the Fiihd.Funds
Budget Reporting System does not record “research”
as a separately defined output, partly becauserdif

ity, and remaining time is allocated to research and
other activities (training, etc.). In general, some re
search topics are directed from the Frorfid@fand
others are chosen by individual economists, in-con
sultation with their division chief.

18. Several departments also set money aside to
bring in visiting scholars to work on projects of in

ent types of research are conducted in the Fund (forterest to the Fund and interact with FundfstBiie
example, the research associated with surveillancesize of the visiting scholars program, and the way it
work is classified as “surveillance”). Furthermore, operates, varies by department_

the value of research depends not only on how much

time is available for research, but also on the time

that the researcher has taken to convey the ideas i'VVhat Is the Role of the

the research to others in thganization (through in
formal conversations, meetings, follow-up memos,

etc.) and from the time that nonresearchers have

taken to absorb the results of research that is con
ducted both within the Fund and outsideTitme
spent on these activities is veryfidifilt to quantify

How Do Individual Departments
Allocate Resources to Research?

15. The process by which resources are allocate
to research varies among departments. In general, i
area departments, research is planned at the divisio
level as part of the annuAlticle IV consultation
process (whereby a team of Fund economists visit
each Fund membggenerally annuallyto discuss
the countrys economic policies with government of
ficials and others in the member country and make
an assessment and policy recommendations). Re
search tends to be undertaken on countries that d
not have economic programs supported by the IMF
(a program is the set of measures agreed to by th
member country in conjunction with the use of the
Fund’s financial resources), as program divisions
find their time and resources consumed by mission
travel and program work. Some departments say
they have a “wish list” of research projects that they
would like to do, but frequently operational demands
crowd out time for research.

16. The Asia and Pacific Department has experi
mented with setting up a small group of staho
have been given significantly reduced operational

responsibilities so that they have time to do research

on important issues relevant to tAsia-Pacific re
gion. Some of the topics for this research come from
discussions in the Front fiife. Other topics are cho
sen by the sththemselves.

17. People we spoke to in some of the functional
departments described research as the residual i
their departmentdhudget allocation process. be
mand-driven operational work such as technical as
sistance, mission work, and review work takes prior

Research
Department?

19.As can be seen froffable 5 at the end of this
annex, the Research Department conducts about 25
percent of the total research produced by the Fund
in volume32 Given its prominent role in the Fursd’
research activities, we describe it separately here.

20. The Department has a Frontfioé (consisting
of 7 managerial sthfind 15 other st§fand 6 divi
sions: Capital Markets and Financial Studies, €om

dmodities and Special Issues, Developing Country
pptudies, Economic Modeling and Exterdaljust

ent, Emaging Market Studies, ar\orld Economic

utlook.Around 70 professional economist §t&brk
in the department, supported by around 23 research of
ficer/assistants and 5 specialized technical vendors.
The Director of the Research Department is known as
the Funds Economic Counselorhis role requires the
Director to be a source of independent advice to the

und on current policy issues and the design of Fund
policies and operations, and to convey such ideas to

Qdolicymakers in the ganization as well as outside.

21.The Department has several key (somewhat
overlapping) functions:

* to conduct research on issues relevant to the
Fund;

* to input into the analysis and design of Fund
policy advice to member countries (through
participation on missions and review of other
departmentsivork);

« to prepare th&\brld Economic Outlookin-
cluding coordination of the interdepartmental
forecasting exercise; and

« to prepare thénternational Capital Markets
report.

22.The Department also prepares notes and pre

I§entations on the current state of the world economy

32Note, howeverthat a volume estimate is somewhat simplistic
since some of the research produced in the Research Department
is of much lager scale than that produced in area departments.



and key international economic and financial issues
for the Executive Board and various other audiences
such as the G-7 axPEC.

23. The Department has provided a rough-esti
mate of the breakdown of its professional econo
mists’ time (for the Department as a whole) in
FY1998/99 as follows:

10.5% Research for and preparation of the

World Economic Outlook

Research for and preparation of theer-
national Capital Marketseport and re
sources allocated to the global markets
unit

Reviewing the work of other departments

Article IV and use of Fund resources,
missions, and mission-related research

Preparation of G-7 notes, Coordinating
Group on Exchange Rate (CGER) exer
cises, and briefings for other meetings

Research for papers designed for presen
tation to the Executive Board (for exam
ple, the 1998 board paper on Eaffgrn

ing Systems)

Other research

Other activities (predominantly manage
rial supervision and training)

24. The Department notes that the figure for
“other research” is probably overestimated as it is
calculated as a residual, and probably includes othe
activities (including, possib)yesearch for thébrld
Economic Outlook

25. The research output of the Department covers
a wide range of topics. Research output reflects both
directed research (topics chosen by departmental
management), and nondirected research (topics cho
sen by individual researchers):

Fully directed eseach. This generally takes
the form of papers written for the Executive
Board.The Economic Counseloin consu
tation with management, decides what pa
pers will be prepared for the Executive
Board.These generally stem from requests
from the Executive Board for research on
certain issues or discussion that the £co
nomic Counselor has observed in the Execu
tive Board where he thinks that a research
paper could add depth to the Executive
Board’s discussionsThese papers (such as
the recent papers on Hedge Funds, the Coor
dinating Group on Exchange Rate frame
work for estimating equilibrium exchange
rates, and the role of Eayarning Systems

in anticipating balance of payments crises)

17%

7.5%
4%

2.5%

2%

35%
21.5%

r
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are generally a mix of literature review and
new thinking by the Department.

Semidiected eseach. As part of the process
of preparing th&\brld Economic Outlooknd

the International Capital Marketseport, the
Front Ofice generates a broad set of
topics/themes for each report. Individual re
searchers can develop their own specific re
search proposals within these topics/themes,
and discuss and agree on them with the Front
Office. Research may also be conducted by
mutual agreement with an area department
that requests the services of someone on the
Research Department dtéd conduct a piece

of country-specific research.

Nondirected eseach. When not otherwise
engaged in review work, mission activities,
other operational activities or directed- re
search, stéfare able to work on subjects of
their own choosing, typically in consultation
with their managers, subject to the constraint
that the work must have some relevance to the
Funds mission.This generates a broad range
of research. Some young stabntinue to ex
plore their thesis topics. Others work on-top
ics relevant to the division they are in that
they have either identified individually or in
conjunction with their managers.

Does a Mechanism Exist for
Coordinating Research Between
Departments and/or Identifying
High-Priority Research?

26. The Working Group on Fund Policgdvice
(WGFR) was set up in 1989 to “serve as a forum
for identifying country related, analytical and policy
issues and strengthening research collaboration on
these issues so as to enhance tlfeceness of
Fund policy advice3* This was an attempt to bring
some centralization to the otherwise decentralized
process of conducting research.

33There is no formal contracting system for area departments

that wish to use the expertise of a fstaémber in the Research
Department. Departments that require specialized research (or
that simply want a sttfnember from Research to accompany a
mission) either contact a specific individual, or they approach the
Economic Counsellprsomeone in the Front fife, or the rele

vant division chief and ask them whether the department is able
to provide someone suitable for the project or mission.

34'Review of Researchctivities in the Fund,” op. cit., p. 1.

It has 15 members—one from each area and functional/special
services department, and one from the External Relations Bepart
ment. It is chaired by the member from the Research Department.
All members are appointed by the First Deputy Managing Director

49



50

PART 2. REPORT OF THE EXTERNAL EVALUATION COMMITTEE

27. The Working Group on Fund Policgdvice
meets several times a year (historicaigtween two
and seven times). It is responsible for maintaining

What Role Does the Executive Board
Play in the Research Process?

and disseminating a database of all ongoing and 33. The Executive Board has an indirect role in
planned research projects across the Fund and-ensughaping the research agenda of the Flihe.Board

ing that there is no overlap between projects. (Theinfluences the research conducted in the Fund in
list of ongoing projects can be found on the internal four ways:

website (www-int.imf.og), and a similar list, edited
to remove confidential research, appears on the
Funds external website (wwimnf.org).)

28.TheWorking Group on Fund Polickdvice is
also responsible for taking a Fund-wide perspective
on the key issues on which the Fund needs to-do re
search and compiling a list of projects of Fund-wide
interest that should be undertaken. Its terms of-refer
ence specifically refer to “analytical and empirical
issues that arise in individual country cases which
have wider implications” and “special studies . . . to
evaluate and draw lessons from the Farekper
ence in providing policy advice to its members . ...”

29. Once a yeaa meeting is devoted to identify
ing these priority projects. Each member comes to
the meeting with a list of projects that his/her depart
ment intends to undertake or thinks should be under
taken. Other members of the group may indicate
their own departmerg’'willingness to participate.n
dividual members also make suggestions outside of
the departmental list, and a list of suggestions made
by Executive Directors in the course of Board meet
ings is also discussed.

30.A complete list is then compiled, based on de
partmentswillingness to undertake the projects, and
sent to the First Deputy Managing Diregtarho
agrees to or amends the project list and mégrof
additional suggestions. In FY1997/98 therking
Group identified eight such research projects, in
cluding The Implementation of MonetaPolicy in
Dollarized Economieswhich was presented at an
Executive Board seminaandExit Strategies—Pel
icy Options for Countries Seekingdater Exchange
Rate Flexibility which was presented to the Execu

(1) During Board meetings, Board members may
make suggestions for research that they think
would be useful for the Fund to conduche
Board Secretary makes a note of the suggestions
of Executive Directors, and these suggestions
feed into the deliberations of théorking Group

on Fund PolicyAdvice (discussed above).

(2) Issues discussed in the Board may spark re
search ideas in individual stahembers who

are attending the Board meetings.

(3) Executive Directors, on behalf of the coeun
tries they represent, can suggest research ideas
to mission chiefs in advance Afticle IV mis-
sions to their constituency countries.

(4) Department directors and the management
decide on what research products (outside of
Article IV-related Selected Issues research)
they think should be produced for presentation
to the Executive Boardlhese are included in
the twice yearly forward-lookinVork Pro
gram of the Executive Board (thWork Pro
gram is a list of the items that management pro
poses for consideration by the Executive Board
in Board meetings in the six months ahéegue

list of items includedérticle 1V reports, internal
management issues, general policy issues, etc.,
which are predictable in advance). Directors
consider th&Vork Program in a Board meeting,
and may seek to add or delete items from the
list, including specific pieces of research.

34. TheWbrld Economic Outlooland thelnterna
tional Capital Marketgeport are always presented to
the Board in draft form (i.e., additional changes can

tive Board. Both papers have been published in thepe made after the Board meeting). Other individual
Occasional Papers series. In FY1998/99, 17 projectspjeces of research presented vary from year to lyear
were identified. 1998, for example, the Board considered a paper on
31.The 1989 terms of reference for torking “Hedge Funds and Financial Market Dynamics” and
Group on Fund Policdvice also specified that the another on “Experience with Disinflation and Growth
group should receive, from the Research Department:in the Transition Economies.” Some of these research
- “reports on its agenda in the area of the de pieces are designed mainly to inform the Board rather
sign of economic poligyparticularly relating  than to drive Fund policy (e.g., “Hedge Funds”).-Oth
to the developing countries” and ers are not research pieces in themselves, but policy

« “periodic reports on the implications of itsre  d€velopment papers that are based upon research
search work for practical policy issues.” (e.g., “Involving the Private Sector in Forestalling and

32.There does not appear to have been any specificR(:"SOIVIng Financial Crises”).

reporting on these issues in the history of the group. ~ 35. Members of the Executive Board also receive
copies of all of the Fund'research output.



How Is Research Disseminated Inside
and Outside the Fund?

36. Not all research conducted in the Fund is dis
seminated externalisome feeds into Board papers
on policy development (for example, the research
component of the policy development process sur
rounding the Contingent Credit Line), most of which
are not made public. Other pieces of research are cir
culated internally in the form of Internal Memo
randa. For example, in 1998, the Policy Develop
ment and Review Department issued several memos
including “Aid in Fund Programs: Preliminary Gon
siderations” (a note on analytical issues related to
treatment of aid in Fund-supported programs), and,
in conjunction with the Research Department,
“Asian Crisis Countries: Exchange RaAssess
ments” (a note presenting a first cut at exchange rate
assessments for Indonesia, Korea, Gingiland).

37. Research that is disseminated externally as
well as internally is published in several forms:

IMF Suwvey This is a 16-page newslettgpe
publication issued 23 times a ye#rcontains
short, nontechnical articles on recent IMF re
search and policy analysis and articles on cur
rent events at the IMHAt is automatically dis
tributed to university libraries, university
professors, government agencies, international
agencies, and financial writers, and is available
by subscription and on the Fuediebsite.

Finance & Developmenthis is a free, nonteeh
nical quarterly magazine for policymakers, acad
emics, economic practitioners, and others who
are interested in the work of the IMF and current
economic issuedhe publication includes arti
cles reviewing the analysis and activities of the
IMF. Articles are about four pages in length.
Some of them draw on more technical Fund-pub
lications such agvorking Papers. Some are writ
ten by guest author§he magazine also contains
book reviews on current topical publications. Is
sues are also available on the Fanébsite.

IMF Staff PapersThis is the Fund in-house
economic journal aimed at the academic €om
munity. It is published quarterly and contains
theoretical and empirical analyses of various
macroeconomic and structural issues. Begin
ning with the March 1999 issue, copies are also
available on the Funslwebsite.

World Economic and Financial Sueys.The
semiannuaWorld Economic Outlook (WEO)
and the annuditernational Capital Markets
report are the two anchor publications in this
publication series, but other individual studies
covering monetary and financial issues of im
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portance to the world economy are alse in
cluded in the series (e.goward a Framework

for Financial Stability 1998).This series is
widely distributed to member governments,
academia, business, media, and international
organizations. (Th&/EOand thelnternational
Capital Marketsreport are also available on the
Funds website.)

IMF Staff County Repots. These reports cen
tain background material and research on eco
nomic developments and trends in individual
IMF member countriesThey are background
documents prepared in the context of the-peri
odic consultation with member countries. Not
all member countries permit the release of
background document§he research content in
country reports varies by repoithese reports
are tageted at member countryfiofals, acade
mia, the media, and businesshey are also
available on the Funsliwebsite.

Economic Issueslhese publications (about 10
annually) present the Fusdéconomic research
(drawn primarily from selected IM®/orking Pa
pers) in accessible language, to a nonspecialist
audienceThe one-topic booklets are designed to
acquaint readers with Fund research topics of cur
rent importanceThey are distributed to research
institutes and academia (as well as to business,
the media, and other educated lay audiences) and
are also available on the Fusdvebsite.

Working PapersWorking papers cover a wide
range of topics of both a theoretical and an ana
lytical nature.They are distributed to member
country government policymakers, academia,
and the media by subscription or individual copy
They are also available on the Fundiebsite.

Policy Discussion Papers (formerly Papers on
Policy Analysis andAssessmentThese papers
cover research in the area of policy design.
They are normally fairly nontechnical and are
aimed primarily at operational stafivolved in
mission work in the Fund and people outside
the Fund who are interested in policy issues.
They are also available on the Funaiebsite.
Consideration is being given to compiling these
papers into an annual volume.

Books and Seminarolumes These cover a
wide variety of topics (e.gTransition to Mar

ket: Studies in Fiscal Reforifi993); Value-
Added ax: International Practice and Pb-
lems(1988)). Seminar volumes are based on
seminars held or cosponsored by the IB6th
books and seminar volumes are distributed to
member country governmentfigials, acade
mia, business and the media.
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Occasional PapersThe Occasional Papers-se things)Working Paper and Policy Discussion Paper
ries (about 20 produced annually) featured staf titles and summaries, and Board papers and IMF
analyses of a variety of economic and financial Staf Country Reports (both in full text in recent
subjects of current importance to the Fund’ years). Research is also presented to external parties
work, with topics including both country and through Fund-aranized seminars and conferences,
policy analysesThese publications are aimed at and at outside conferences.

government dfcials, business, academia, and

the media.

Staff StudiesThese one-dfstudies cover a range
of topics (e.g., External Evaluation of the ESAF
The Economy of th&Vest Bank and Gaza Strip)

Table I. Research Products of the IMF by Country Specificity, 1995-98

1995 1996 1997 1998 All Years
Research specific to:
Country-specific 168 151 134 182 635
Cross-country 8l 97 102 107 387
Nonspecific 154 100 116 146 516
Not classified 9 6 | 6 22
Total 412 354 353 441 1,560

and are tageted at member governmerniiaéls,
academia, business, and the media.

Table 2. Research Products of the IMF by Type of Country, 1995-98

Country Type 1995 1996 1997 1998 All Years
Relevant to all countries 103 70 8l 107 361
G-7 79 62 74 51 266
Other industrial countries 75 99 85 106 365
Transition economies 62 50 46 60 218
Developing countries 122 104 120 168 514
Not specified 8 5 | 2 16
Total 412 354 353 44| 1,560

Note: Numbers in columns may not add to total at bottom of column because some research was relevant to more than one type of country grouping.

A list of these documents is found in the Fend’
Publications Catalogrhe Fund also has an internal
document database, which contains (among other



Table 3. Research Products of the IMF by Department, 1995-98

Annex Il

Department! 1995 1996 1997 1998 All Years  Percent of Total

Area departments 165 174.5 16l 22543 726 47
Africa (135) 18 23 13.5 204 749 5
Asia-Pacific (98) 25.5 30 30 91.5 177.0 I
European | (86) 86 835 64 58.5 292.0 19
European Il (75) 8 12.5 I 17.5 49.0 3
Middle Eastern (59) 13.5 15.5 21 15.5 65.5 4
Western Hemisphere (103) 14 10 21.5 22.0 67.5 4

Functional and special services departments 237 173.5 186 216.37 813 52
Fiscal Affairs (98) 315 29.0 33.0 248 1183 8
IMF Institute (42) 0 1.0 10.0 21.3 323 2
Internal Audit and Inspection 0 0.0 1.0 0.0 1.0 0
Legal 0 0.7 1.0 0.2 1.9 0
Monetary and Exchange Affairs (68) 37 375 42.8 39.7 157.0 10
Office of the Managing Director 0 1.0 0 1.3 2.3 0
Policy Development and Review (103) 33 21.7 15.3 10.5 80.5 5
Research (67) 123.5 74.5 773 116.2 391.6 25
Secretary’s 0 0.0 2.5 0.0 2.5 0
Statistics (79) 8 6.5 1.0 1.0 16.5 |
Treasurer’s (63) 4 1.7 2.0 1.2 8.9 |

Other
Geneva Office | | 2 0

Total 412 354 353 442 1,561 100

'Number of permanent staff members in grades Al |-B5, including resident representatives, is shown in parentheses.
Notes: Joint research was apportioned evenly among the departments involved.

The large increases in research output in the Asia and Pacific Department and the Research Department in 1998 probably reflect a more complete list of re-
search in the two departments in 1998 than in earlier years, as these departments specifically sent us a list of their 1998 research outputs, whereas the infor-

mation for earlier years was obtained from other sources.

Table 4. Research Products of the IMF by Research Topic, 1995-98

Topic 1995 1996 1997 1998 All Years
International monetary system 24 26 35 42 127
International capital markets and official financing 6l 6l 66 96 284
Inflation and inflation stabilization 21 23 19 31 94
Growth and structural issues 133 127 122 129 511
Development economics 50 36 16 35 137
Economies in transition 53 30 27 22 132
Fiscal issues 68 62 6l 63 254
Monetary and financial sector issues 39 33 37 33 142
Exchange rate behavior 33 18 26 34 11
Fund financial policies 21 13 4 5 43
Statistical issues 12 7 3 4 26
Total 412 354 353 441 1,560

Note: Numbers in columns may not add to total at bottom of column because some research fits into more than one topic category.
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Table 5. Research Products of the IMF by Document Type and Department, 1995-98

Working IMF Occasional Staff Other Fund  Outside
Department Paper  Staff Papers  Paper PPAA  Memorandum Publication Publication Published! Mimeo?
Area departments 223 26 40 16 258 87 6 30 118
African 39 5 10 2 15 51 2 24
Asia-Pacific 35 5 9 4 68 10 3 9 43
European | 56 7 7 4 219 | 4 17
European Il 31 4 7 5 2 | 5 5
Middle Eastern 39 | 7 2 9 2 9 15
Western Hemisphere 23 4 | 9 | | 14
Functional and special
services 457 67 46 26 19 66 76 36 84
Fiscal Affairs 77 6 8 9 10 | 12 6
IMF Institute 18 | 2 3 5 3
Internal Audit and
Inspection |
Legal 2 |
Monetary and
Exchange Affairs 74 5 Il 8 3 13 5 15 25
Office of the Managing
Director 3 | |
Policy Development
and Review 28 | 13 4 10 15 5 12
Research 239 54 14 3 2 17 64 3 32
Secretary’s 3
Statistics 9 2 | 4
Treasurer’s 5 4 |
Other
Geneva Office 4

'Not specified where.

20r not enough information to categorize.

Note: Staff Memoranda are predominantly Selected Issues documents associated with Article IV consultations. The table counts every individual piece of re-
search in a Staff Memorandum as a separate Staff Memorandum for the purposes of the table, even though one Staff Memorandum may, in fact, contain several
pieces of research.

Table 6. Comparison of Citations of Staff Papers, Brookings Papers on Economic Activity, and
World Bank Economic Review (Citations of 1991 and 1995 Articles)

Brookings Papers on World Bank
IMF Staff Papers Economic Activity Economic Review

1991 1995 1991 1995 1991 1995

Number of citations since publication 208 78 331 58 148 99

Number of articles 32 24 19 12 45 32
Average citations per article:

including self-citations 6.5 33 17.4 48 33 3.1

excluding self-citations 5.9 2.7 16.4 4.6 3.1 2.8

Source: Social Sciences Citation Index.
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Table 7. Comparison of Journals Citing Staff Papers, Brookings Papers on Economic Activity,
and World Bank Economic Review (Citations of 1991 and 1995 Articles)

1991

Imf sp (32 articles)
Int monet fund s pap
j int money fin

econ j

j dev econ

world dev

j int econ
weltwirtsch arch
appl econ

am econ rev

eur econ rev

j econ issues

mach sch econ
brookings pap eco ac
econ model

j comp econ

open econ rev

rev econ stat

rev etud comp est q
econ lett

j dev stud

j econ dyn control

j econ persp

j ipn int eco

j macroecon

j money credit bank
j policy model

rev econ

world bank econ rev
world dev j dev stud
eastern eu econ
econ model
economist

econ polit weekly
econ rec

explor econ hist

int polit oslo

j afr econ

j bank financ

j econ lit

kyklos

scand j econ

acta oecon

appl econ lett

cato j

contemp econ pol
econ dev cult change
economica

econ theory

eur j op res
europe-asia stud
geneva pap risk ins
int econ rev

j econ

j financ quant anal

j monetary econ

j post keynesian ec

j world trade

math comput simulat
nationalokon tidsskr
oxford econ paper
public money manage
q rev econ finan

s afr j econ

scand j econ

—_—— e e e e e e e e e e e = = = NN DNPNNPNNNNNNNONNNNNNWODWWWWWWWWWWARNDIDNDIPADRDNDRDNUGOUIUTIUIO 00 00 O O O

bpea (19 articles)
am econ rev
brookings pap eco ac
eur econ rev

reg stud
weltwirtsch arch
qjecon

rev econ stat

int monet fund s pap
j int econ

j polit econ

econ j

growth change

j comp econ

j econ perspect
jahrb natl stat
oxford rev econ pol
pap reg sci

can j econ

econ lett

j econ hist

j law econ

rand j econ

reg sci urban econ
rev income wealth
appl econ

econ inq

econ polit weekly
ind labor relat rev
j monetary econ

j money credit bank
j urban econ

natl tax j

new engl econ rev
rev ind organ
small bus econ
appl econ lett
cambridge j econ
can public pol
econ hist rev
econ model
environ plann ¢
ind relat

int j ind organ

int regional sci rev
j common market stud
j dev econ

j econometrics

j hous econ

jind econ

j labor econ

j policy model

j popul econ

j public econ

j regional sci
kyklos

mich law rev

mon labor rev

q rev econ financ
rev econ

scand j econ
urban stud

world dev
accident anal prev
acta sociol

— =N PNONPNONNONNONNONNONNONNONNONNNONNNNONNNENONNNONNPNNNNNODO0ODW0DWWWOWWWWDAADRMDMDRMDMRMNUOUOUIOLIUIO ON 0N 0

wber (45 articles)
world dev

world bank econ rev
econ dev cult change
am j agr econ

land use policy
econ polit weekly
food policy

j public econ

world bank res obser
dev change

dev econ

j dev stud

j econ lit

j econ perspect

j mod afr stud

land econ

rev income wealth
b indones econ stud
ids bull-l dev stud

j dev areas

j econ behav organ
soc econ stud

third world plan rev
trimest econ

africa

agr ecosyst environ
am j econ sociol

am polit sci rev
ambio

ann assoc am geogr
ann u rev anthropol
bus hist

can j econ

ecol econ

econ j

econ lett

environ plann
environ resour econ
geogr z

george wash j intl
gerontologist

int labour rev

int monet fund s pap
int rev adm sci

j am plann assoc

j asian stud

j bank finance

j comp econ

j dev econ

j econ educ

j eur soc policy

j inst theor econ

j lat am stud

j law econ organ

j peasant stud

j policy model

j polit econ

j rural develop
popul dev rev
public admin devel
public choice

public finance

q rev econ financ
rev can etud dev

148

——— e e N NNNNNNWWWWWWWWARNDNDGO WG
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Table 7 (concluded)
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1995

imf sp (24 articles)
int monet fund s pap
j int money financ
econ j

j econ lit

open econ rev
brookings pap eco ac
am econ rev

appl econ

appl econ lett

econ lett

econ rec

j jpn int econ

oxford rev econ pol
weltwirtsch arch

am polit sci rev

ann regional sci
contemp econ policy
dev econ

econ dev cult change
econ inq

econ model

econ soc rey

eur econ rev

ind relat

int j forecasting

j comp econ

j econ dyn control

j econ perspect

j int econ

j monetary econ

j policy model

j polit econ

j popul econ

jpn world econ
kyklos

nber macroecon ann
public choice

reg stud

scand j econ

soc res

va law rev

world bank econ rev
world dev

—~
w

—_—— e e e e e e e  E E  — —— —— —NNNNNNNMNDWADXMDGO

bpea (12 articles)
am econ rev
qjecon

brookings pap eco ac
eur econ rev

ind relat

j afr econ

world econ

econ j

j dev stud

j law econ

b indones econ stud
calif law rev
communist econ ec tr
contemp econ policy
econ inq

econ lett

econ polit weekly
econ soc rev
economist

ekon samf tidskr
eur j oper res

eur rev agric econ
food policy

ind labor relat rev
int econ rev

int polit-oslo

j appl econom

j bank financ

j dev econ

j econ lit

j inst theor econ

j int econ

j money credit bank
j polit econ

jahrb natl stat
nationalokon tidsskr
open econ rev
oxford econ pap
polit soc

rev black polit econ
weltwirtsch arch

—_—_———— - — — — — € € € e ———MNDWWWWWhAhA®

wber (32 articles)
world bank econ rev
j dev econ

world bank res obser
econ rec

j financ

world dev

am econ rev

econ dev cult change
econ j

int monet fund s pap
j dev stud

j econ lit

j econ perspect

j int money financ

j portfolio manage
new engl econ rev

q rev econ financ
world econ

africa

am j agr econ

appl econ lett
brookings pap eco ac
can j econ

china econ rev
common mkt law rev
communist econ ec tr
comp polit

contemp econ policy
decon educ rev
desarrollo econ
econ lett

econ model

econ polit weekly
econ transit
ecosystems

energ econ

eur econ rev
europe-asia stud
food policy

geo forum

j afr econ

j comp econ

j econ theory

j financ econ

j financ intermed

j financ quant anal

j finance

j int econ

j interam stud world
j libr inf sci

j monetary econ

j popul econ

lat am res rev

open econ rev
oxford econ pap
public admin develop
public choice

rev financ stud

soc forces

soc res

stud family plann
theor soc

water resour res
weltwirtsch arch

— N0
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To ensure the quality and consistency of the Rund’
work, and to keep Fund stabreast of developments

The Review Process

the Front Ofice, the document is sent to the Policy
Development and Review Department—the primary

in other areas of the Fund, review is used extensively reviewing department—and various other depart

A formal review process is applied to a number of
Fund documents, including the following.

Briefing Papersinternal briefings prepared by
every mission team prior to going on mission.
Briefing papers contain background data, a

summary of the issues that the mission team
thinks should be discussed on mission, and a

statement of the position the team thinks it
should take.

Staff epoits: these reports are prepared for the
Executive Board on the outcome of the mis
sion.

Letters of Intentthese contract-type documents
are written with member country authorities
who are negotiating a program with the Fund.

Policy Framework Papersthese documents,
prepared by member country authorities in col
laboration with stdfin the Fund and th&/orld
Bank, set out a medium-term economic and fi
nancial policy framework in conjunction with
IMF/World Bank structural adjustment loans.

Countly Strategy Paperdhese papers set out a
multiyear strategy and analytical framework to
guide Fund work on specific countries.
Memoranda of Economic Policiethese docu
ments are written jointly with member country
authorities negotiating a program with the
Fund.

World Economic Outlook.

International Capital Marketseport.

Policy papers pesented to the Executive Bdar
e.g., “Involving the Private Sector in Fere
stalling and Resolving Financial Crises.”

ments depending on the nature of the document. For
example, a briefing paper might be sent to the Mon
etary and Exchanggffairs, FiscalAffairs, Legal,
Statistics,Treasure's, and Research Departments
for commentsThese latter Departments are not re
quired to comment if they do not think that they can
add any value (for example, both the Research De
partment and the FiscAffairs Department have, in
consultation with area departments, established a list
of the countries that they regularly comment on).
These departments check for technical accugy
propriateness of policy recommendations, complete
ness, and consistency of treatment across countries.

Reviewing departments often send the document
to several people in their department witHed#nt
specializations. In some departments, all reviewers’
comments are sent to the Frontficd where they
are consolidated into a departmental statement (in
cluding any additional comments made by the Front
Office coordinator) and sent back to the originating
department, with a copy sent to the Policy Develop
ment and Review Department. In other departments,
coordination of comments generally takes place at
the divisional level.

The authors use their judgment to incorporate
changes suggested by the reviewers, then send a re
vised copy to their Front @fe and the Policy De
velopment and Review Department for clearance. If
the Policy Development and Review Department
does not think that other departmertemments
have been adequately incorporated, they will not
“sign off” on the document. Unresolved disagree
ments between departments are brought to the-atten
tion of the Deputy Managing Directors, who have
responsibility for adjudicating.

The review process is the subject of significant

This annex describes the review process associ debate and dissatisfaction in the Fufiiree years

ated with specific country-related work, namehe
first six types of documents identified abovée re

ago, management issued a memorandum attempting
to streamline the review process and improve the

view process for the other documents listed above isquality of the outcomelhe memorandum noted that

similarly thorough, but involves ddrent reviewers
depending on the nature of the document.

“we do too much reviewing” and that steps should
be taken to reduce “by a considerable giraithe

After a document has been written, one or more of Volume of reviewing that is done in the Fund.”

the senior stéfin the Front Ofice of the authds de
partment review it to determine whether it is consis
tent with the departmerst’overall approach. Once

the author has made any amendments suggested by

The memorandum made the following recommen
dations.

« originating departments should exercise dis
cretion over which departments, other than
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the Policy Development and Review Depart e papers sent to management should include a
ment, are asked to comment on papers; one-page summary that outlines key issues.
departments should not feel obliged to eom This should be accompanied by a cover note
ment on a” papers Circu'ated to them, that IdentIerS any dfél’ences Of views

reviewing departments should confine their among departments.

comments strictly to their own areas of  Three years latediscussions we have had with

expertise; economists throughout the Fund reveal that there
area departments should take full responsibil continues to be substantial dissatisfaction with the
ity for quality control; review process.

Management and department heads are aware of
these problems, and are in the process of looking
again at the way in which the interdepartmental re
view procedures are operating and the possible need
for improvementsThe body of our report makes
L X recommendations for improvements to the process,
relevant reviewing departments on important ¢om the perspective of (1) ensuring that researchers
policy issues before briefs are prepared; have a more &ctive input into operational work,
area departments should, as much as possiblewhile at the same time (2) reducing the overall
allow reviewing departments three working amount of time that is devoted to the review process,
days to give their comments; and both in area and functional departments.

the Policy Development and Review Depart
ment, in its comments, should distinguish be
tween the two to four key issues that have to be
addressed, and minor or editorial comments;

area departments should seek to consult with

6l
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Annex IV
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AnnexV Glossary

A-level: The Funds job gradings for permanent $taf Coordinating Gioup on Exchange Rates (CGER) ex
are divided into groups “A” and “B.” For econo ercise Internally the Fund tries to identify possible
mists,A-level positions are predominantly nonman misalignments among major currencids. interde
agerial, although grad¥l5, the last grade before the partmental working group (the CGER) acts as the
B-level, has some managerial responsibility (note technical secretariat to prepare exchange rate -analy
that the career structure for noneconomists is some sis for staf and management discussion using a
what diferent). methodology developed in-house. CGER exercises

Annual Performance RevieBee Box 2 on page 28.  are conducted periodically

APEC The Asia-Pacific Economic Cooperation Depatment Diector: Each Fund department is
(APEC) is a regional grouping of 21 economies in headed by a director

the Asia and Pacific region. It was established in Economic CounseloiThe Director of the Research
1989 as an informal dialogue group, and has sinceDepartment is formally known as the FusdEco
become the primary regional vehicle for promoting nomic CounselorThe role of the Economic Coun
open trade and practical economic cooperafidme. selor is to be a source of independent advice to the
APEC group holds a number of meetings annually Fund on policy issues, to integrate the ideas of re
The IMF's Research Department provides informa search stdfinto the design of Fund policies, and to
tion and analysis of current economic issues te cer convey such ideas to policymakers inside and out

tain APEC meetings. side the Fund.
Area Depatment:See page 46, paragraph 2 Economist Rsgram: Each yearthe Fund hires 30-35
Article IV Consultation Under the provisions @r- economists below the age of 33 into its Economist

ticle IV of theArticles ofAgreement §eeArticles of Program. Participants in the program undertake one-
Agreement, the Fund holds bilateral consultations Year assignments in two fiifent departments—usu
with all its members countries, in most cases everyally an area and a functional department—and take
year As part of these consultations, a stafam part in at Ieast_two _m_ISSIQnQppllcan;s require a su
from the Fund visits a country to discuss with the au Perior academic training in economics—with empha
thorities the economic developments and the mone SIS 0N monetary economics, international trade, and
tary, fiscal, and structural policies that the authorities finance and public financ@ypical participants in the
are following. The team also gathers relevant-eco Economist Program are around 29 years old, with a
nomic and financial information on the economic Ph.D. in macroeconomics and demonstrated aptitude
situation in the countryOn its return to Fund head in working as an applied economist on policy issues
quarters, the team prepares a report analyzing thdn an international environme?#.

economic situation and evaluating the stance of poli Executive Boat: The Executive Board is a 24-mem
cies.This serves as the basis for discussion by theber, in-residence boardhe Board is stéd by rep
Funds Executive Boar&® resentatives of the Furlmember countrieS he

Articles of Agreement:The Articles of Agreement Board meets at least three times a week in formal
established the IME’existenceThey are a charter ~ S€ssion and is responsible for conducting the day-to-
of rights and obligations on both the Fund and its day business of the Fund. It carries out its work

membersThere have been several modifications to largely on the basis of papers prepared by IMF-man

the originalArticles. agement and sta¥’

B-level: The Funds job gradings for permanent First Deputy Managing Dector: The Fund has
staf are divided into groups “A” and “B.” For three Deputy Managing Directors, who are eaeh re
economists, B-level is the managerial level (note SPonsible for dierent aspects of the Fusdopera
that the career structure for noneconomists is some tions. Currently the First Deputy Managing Director

what diferent). is assigned responsibility foamong other things,
35Definition adapted from th&nnual Report of the Executive 36Definition adapted from advertisement for Economist-Pro

Board for the Financia¥ear ended\pril 30, 1997, International gram inFinance and Developmentune 1999, p. 57.

Monetary FundWashington. 37Definition adapted from IMFAnnual Repdr 1998 p. iv.
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research, policy development, and policy advice to Policy Discussion PapeSee page 51.

national authorities. Program: A program is a detailed economic package
Front (or Immediate) OfficeSee page 46, para based on the analysis of the economic problems of the
graph 2. member countryit specifies the policies being imple
Functional Depatment: See page 46, paragraphs 3 mented or that will be implemented by the country in
and 4. the monetaryfiscal, external, and structural areas, as

necessaryto achieve economic stabilization and set
the basis for self-sustained growth. It is usually-sup
ported by the use of Fund resources, and therefore in
cludes criteria that the members must adhere to as a
condition for the use of Fund resources.

Researh AssistantA research assistant helps econo
mist staf with various aspects of their data and eom

G-7: Group of Seven (G-7) meetings are meetings
between representatives of Canada, France; Ger
many Italy, Japan, the United Kingdom, and the

United States. Economic and financial issues are
among the topics discussed in G-7 meetings.

G-7 Notes:In preparation for G-7 meetings, the

IMF’'s Research Department prepares information P ;
notes on world econ(?mic and nF")larIEet developments puter Work.Tasks_ might include comparing and eval
"uating alternative data sources, and ensuring

IMF Institute: The IMF Institute is the IMFS train consistency of data series and definitions; providing
ing department for ditials of member countries.  support in maintaining fully documented data files;
The Institute runs a number of economics COUfSGSperforming various Computations, preparing charts,
and also aganizes seminars and training courses for and formatting tables to Fund standards; and execut
Fund staft ing computer programs for statistical and econometric
IMF Staff PapersSee page 51. analysis in support of policy work. Qualifications for
Internal MemorandumA wide variety of internal the job generally include completion of a university

memoranda exist in the Fund. For the purposes ofd€dreeé program in economics, or equivalent, with
this report, an internal memorandum is a think piece 900d knowledge of statistics and econometrics.

on an issue that is for internal consumption oilly =~ Review Pocess:SeeAnnex lll, page 60.

may be prompted by the need to explore ficdit  Suweillance Surveillance refers to all aspects of the
issue that the Fund is grappling with, or to clarify Funds monitoring, analysis of, and advice coneern

Fund thinking on an issue, or to discuss an issue thaing the policies and prospects of individual member

is the subject of internal debate. countries and the world econombhe IMF exer

International Capital Marketsapott: This report, cises surveillance through both multilateral and bi
prepared by the Research Department, surveys delateral means. Multilateral surveillance consists of
velopments in international financial markethe Executive Board review of developments in the in

report draws on discussions with commercial and in ternational monetary system based principally on the
vestment banks, securities firms, stock and futuresstaf’s World Economic Outlook reports and through
exchanges, regulatory and monetary authorities, andoeriodic discussions of developments, prospects,
others38 and key policy issues in international capital mar

ManagementThe term “management” in this report kets. Bilateral surveillance takes the form of consul
refers to the.Managing Directathe First Deputy tations with individual member countries, conducted
Managing Directarand the two Deputy Managing annEJaIIy _for most membersé undéticle IV of the
Directors. IMF’ s Articles ofAgreemeng

Mission: The term “mission” is used generically in Visiting Scholar:Visiting scholars are academics

the Fund to refer to any overseas travel related to the@nd sometimes policymakers) who are paid by the

Funds work. In the context of this report, however und to come to the Fund for a period of time to
it is used to refer specifically to the visits of teams of conduct research and interact with Fundfstafthe

IME staf to member countries in the contextofi- Research Department, visiting scholars typically
cle IV consultations, programs, or technical assis S0Me to the Fund for between two and four weeks.
tance. Some departments specifically set aside resources
. . - L for visiting scholars; others fund visiting scholars
Mission Chief:A mission chief is the stamember o of their accumulated vacancies. Decisions about
\;vggvelgaads the team of stabn a mission (see \ng tg invite are made by individual departments.

i Working Group on Fund PolicyAdvice: See pages
Occasional PapersSee page 51. 59_5'0 gpara;f)aphs 2u7_32. IcyAdvi pag

38Definition adapted froninternational Capital MarketsSep

tember 1998, Preface, p. ix. 39Taken from IMF Annual Repdr; 1998 ChaptelVI, p. 33.



AnnexV

Working Paper:The Working Paper series features prepared by the Research Department, drawing on
original research by Fund statonsultants, and s input from all Fund departments, primarily from the
iting scholarsThe length of &Vorking Paperexcept  information they receive through their consultations
for review articles, should not normally exceed 25 with member countrieShe WEOQO contains the IMB’
single-spaced pages (including figures, tables, andprojections for a number of economic variables in its

appendices). member countries, both individually and in various
World Economic OutlookThe World Economic Out different aggregates. It also contains an analysis of the
look (WEO) is generally produced twice annualtys trends, policies, and issues underlying the projections.
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