
Every two ye a rs , the IMF’s Ex e c u tive Boa rd revi ews the
pri n ci ples and pro cedu res underlying IMF su rvei ll a n ce
over its mem ber cou n tri e s’ pol i ci e s , as well as the fo rm a l
1977 Su rvei ll a n ce De ci s i o n . The foll owing is a su m m a ry of
the 1997 revi ew that took pl a ce earl i er this month, pre -
pa red by Robert Kahn and Dominique De s ru elle of t h e
I M F’s Policy Devel opm ent and Revi ew Depa rtm en t .

IMF su rvei ll a n ce over its mem bers’ policies is not a
s t a tic con cept but one that has evo lved to meet the new
ch a ll en ges po s ed by a ch a n ging gl obal envi ron m en t .
Events in Mex i co in late 1994 and early 1995 dra m a ti-
c a lly illu s tra ted the striking speed with wh i ch market s
could re act to shifts in sen ti m ent abo ut a co u n try ’s eco-
n omic situ a ti on or the su s t a i n a bi l i ty of its financial
po l i c i e s . In tu rn , this ep i s ode high l i gh ted the need for

the IMF to mon i tor econ omic devel opm ents con ti nu-
o u s ly on the basis of acc u ra te and up-to - d a te data, p a r-
ti c u l a rly in a world with incre a s i n gly integra ted finan-
cial market s , and to con sult prom pt ly with mem bers
wh en probl ems ari s e . Con s equ en t ly, in 1995, t h e
Exec utive Boa rd adopted a stra tegy to stren g t h en IMF

su rvei ll a n ce , a key goal of wh i ch was to improve the
I M F ’s abi l i ty to detect em er ging financial ten s i ons at an
e a rly stage .

This stra tegy crys t a ll i zed around four them e s :
• Im proving the flow of e conomic and financial data.

The Mexican crisis illu s tra ted that del ays in the provi-
s i on of key inform a ti on could detract from discipline
over policy and con tri bute to disorderly and disru ptive
m a rket ad ju s tm en t s . Con s equ en t ly, the IMF and its
m em bers recom m i t ted them s elves to working joi n t ly to
en su re that inform a ti on provi ded to the IMF and the
p u blic would be reg u l a r, ti m ely, com preh en s ive , and of
h i gh qu a l i ty.

• Co n ti nu i ty of su rvei ll a n ce. Del ayed ad ju s tm ent that
is forced by the markets can be more co s t ly and disru p-

tive than prom pt implem en t a ti on of
corrective measu re s . This puts a pre-
m ium on the early detecti on of ri s ky
or unsu s t a i n a ble econ omic situ a ti on s .
By making its su rvei ll a n ce more con-
ti nu o u s , the IMF can play a key role in
this rega rd .

• Focus of su rvei ll a n ce. The ch a n g-
ing gl obal envi ron m ent has poi n ted 
to the need for more atten ti on in IMF
su rvei ll a n ce to new issues su ch as large
f l ows of priva te capital. At the same
ti m e , the Boa rd bel i eved a more sel ec-
tive focus was nece s s a ry — both wi t h
re s pect to co u n tries and issu e s —
to en su re core areas of IMF re s pon s i-
bi l i ty are covered fully and ef fectively
in discussions with nati onal aut h ori ti e s .

• Candor of su rvei ll a n ce . All mem-
ber co u n tries favor to u gh er and more
candid su rvei ll a n ce for others , but

not nece s s a ri ly for them s elve s . Con su l t a ti on report s
must therefore balance the adva n t a ges to the mem-
bership as a whole of m ore candor and tra n s p a ren c y
and the sen s i tivi ties of the mem ber co u n try invo lved .
If IMF vi ews are too ambiguous or nu a n ced , the staff ’s
true con cerns in parti c u l a r
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Adapting IMF Surveillance to a 
Changing Global Economy

( Pl e a se tu rn to the foll owing pa ge )

The Singapore stock exchange. Integrated financial markets underscore the need for
sound economic policies (in countries that have or wish to gain access to financial
markets) and the importance of IMF surveillance of the international monetary system.



s i tu a ti ons could be lost. In light of t h i s , the Boa rd
en co u ra ged the IMF staff to pre s ent its recom m en d a-
ti ons with frankness and candor, m a ke su re that
opportu n i ties exist for ti m ely discussions of t h e s e
devel opm ents and, i f n ece s s a ry, bring con cern s
prom pt ly to the atten ti on of the rel evant nati on a l
a ut h ori ti e s .

These insights have served as the basis for nu m ero u s
i n i ti a tives over the past two ye a rs aimed at incre a s i n g

the ef fectiveness of IMF su rvei ll a n ce over mem bers’
policies (see IMF Su rvey, May 22, 1 9 9 5 , p a ge 153).
Rega rding data issu e s , the IMF in Ma rch 1996 estab-
l i s h ed the Special Data Di s s em i n a ti on Standard
(SDDS) for the vo lu n t a ry dissem i n a ti on of econ om i c
and financial data by mem ber co u n tries that have , or
s ee k , access to intern a ti onal financial market s .
A corn ers tone of the SDDS is easy public access to
i n form a ti on on su b s c ri bers’ data dissem i n a ti on prac-
ti ce s , wh i ch is provi ded thro u gh the Di s s em i n a ti on
S t a n d a rd Bu ll etin Boa rd (DSBB), an el ectronic bu ll eti n
boa rd maintained by the IMF on the In tern et
( h t tp : / / w w w. i m f . or g ) . The DSBB is de s i gn ed to provi de
i n tere s ted users with the sort of c red i ble inform a ti on
t h ey need to make inform ed assessmen t s . The SDDS
and the DSBB should thus provi de su b s c ri bers wi t h
i n cen tives to implem ent and maintain sound data dis-
s em i n a ti on practi ce s . As of April 15, 1 9 9 7 , 42 co u n tri e s
h ad su b s c ri bed to the SDDS.

To improve the con ti nu i ty of su rvei ll a n ce , the IMF
has incre a s ed co u n try covera ge in Arti cle IV con su l t a-
ti on s , as well as provi ded for gre a ter fo ll ow-up con t act s
bet ween con su l t a ti on s . The IMF also introdu ced new
procedu res to make it easier for the Exec utive Boa rd to
ad d ress cri tical issues bet ween Arti cle IV con su l t a ti on s .

Rega rding the focus of su rvei ll a n ce , exch a n ge ra te
i s sues have rem a i n ed a cen tral foc u s , but other qu e s-
ti ons have received incre a s ed atten ti on as well ,i n clu d-
ing financial market and capital account issu e s . Th e
In terim Com m i t tee , in its Septem ber 1996 Decl a ra ti on
on Pa rtn ership for Su s t a i n a ble Global Growt h , h i gh-
l i gh ted the com p l em en t a ry and rei n forcing natu re of
the mon et a ry, f i s c a l , and stru ctu ral policies requ i red to
sustain non i n f l a ti on a ry growth over the med iu m
term , s tressing the need to implem ent sound mac ro-
econ omic policies that con s o l i d a te su ccess in bri n gi n g
i n f l a ti on down , s tren g t h en fiscal discipline, en h a n ce
bu d get a ry tra n s p a ren c y, and improve the qu a l i ty of
fiscal ad ju s tm en t . The Decl a ra ti on also stresses the
n eed to fo s ter financial and exch a n ge ra te stabi l i ty and
avoid currency misalign m en t s ; to maintain the impe-
tus tow a rd trade libera l i z a ti on and current acco u n t
converti bi l i ty; to tackle labor and produ ct market
reforms more bo l dly; and to en co u ra ge sounder bank-
ing sys tems and prom o te good govern a n ce in all its
a s pect s . Al t h o u gh the import a n ce of these issues va ri e s
ac ross co u n tri e s , the Decl a ra ti on also em bodies ef fort s
to en su re that su rvei ll a n ce is even h a n ded in its
a pp l i c a ti on (see box ,p a ge 115).

The peri od since April 1995 has provi ded the IMF
with new ch a ll en ge s , even in the absen ce of a major
event of the caliber of the Mex i co cri s i s . Over the last
t wo ye a rs , the ef fective exercise of su rvei ll a n ce requ i red
a t ten ti on to issues su ch as Eu ropean econ omic and
m on et a ry union (EMU); the overh e a ting in So ut h e a s t
Asian econ om i e s , wh i ch , of ten in the con text of l a r ge
and vo l a tile capital inflows , has pre s en ted a parti c u l a r
ch a ll en ge to po l i c ym a kers ; the em er gen ce of wi de-
s pre ad banking and financial sector fra gi l i ty; and the
i m p l i c a ti ons of a more determ i n ed ef fort by mem bers
to re s tore discipline to their fiscal po s i ti on s . Th e s e
i s sues have received special focus in the IMF’s Worl d
E con omic Out l ook exerc i s e , as well as in the intern a l
work of the IMF.

Assessing the Surveillance Record
The IMF’s Exec utive Boa rd con du cts a formal revi ew

of IMF su rvei ll a n ce practi ces gen era lly every two ye a rs .
On April 15, the IMF’s Exec utive Boa rd com p l eted a
revi ew of principles and procedu res of IMF su rvei l-
l a n ce du ring 1995–96, and adopted a nu m ber of s tep s
to en h a n ce furt h er the ef fectiveness of su rvei ll a n ce . Th e
Boa rd noted that ste ady progress had been made in
s tren g t h ening su rvei ll a n ce — i n cluding its abi l i ty to
detect incipient financial ten s i on s .
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Defining IMF Surveillance

The current arra n gem ents for IMF su rvei ll a n ce were form a l i zed in 1977,
fo ll owing the bre a k down of the Bret ton Woods sys tem of f i xed exch a n ge
ra te s . The IMF was ch a r ged with exercising firm su rvei ll a n ce over the
exch a n ge ra te policies of m em bers in order to overs ee the intern a ti on a l
m on et a ry sys tem and en su re its ef fective opera ti on . It was recogn i zed from

the start that su rvei ll a n ce requ i res an assessment of both dom e s tic and
i n tern a ti onal econ omic policies to en su re orderly underlying con d i ti on s
n ece s s a ry for financial and econ omic stabi l i ty.

To this en d , Arti cle IV, Secti on 3, of the IMF’s Arti cles of Agreem ent give s
the IMF the mandate to overs ee each mem ber ’s ef forts to direct its eco-

n omic and financial policies tow a rd the obj ective of fo s tering orderly eco-
n omic growth with re a s on a ble pri ce stabi l i ty, to prom o te orderly underly-
ing econ omic and financial con d i ti ons and a mon et a ry sys tem that does not
tend to produ ce erra tic disru pti on s , and to fo ll ow exch a n ge policies com-
p a ti ble with these undert a k i n gs .

To fulfill this mandate over the ye a rs , the IMF has adopted several pro-
cedu re s . These inclu de a regular con su l t a ti on with all its mem bers — i n
principle annu a lly—and twi ce - a - year revi ews of worl dwi de econ om i c
devel opm ents in the con text of the World Econ omic Out l ook exerc i s e
( con s i s ting of a sem i a n nual Exec utive Boa rd discussion of m em ber co u n-

try policies in a mu l ti l a teral con tex t , as well as the release of the re sults in
a publ i c a ti on by the same name).



The Boa rd ’s revi ew con f i rm ed that regular and
ti m ely reporting of econ omic data to the IMF rem a i n s
c ri tical for ef fective su rvei ll a n ce . The last two ye a rs
h ave seen some improvem ent in the rel i a ble flow of
i n form a ti on from mem bers to the IMF; in this con-
n ecti on , the Boa rd dec i ded to con ti nue revi ewi n g
peri od i c a lly the provi s i on of data to the IMF to keep
this issue at the foref ront of the policy agen d a . Th e
Boa rd also wel com ed the introdu cti on of the SDDS
and en co u ra ged ad d i ti onal mem bers to su b s c ri be .
As a next step, the IMF- s pon s ored Di s s em i n a ti on
S t a n d a rds Bu ll etin Boa rd on the In tern et wi ll intro-
du ce el ectronic links to mem bers’ actual data. In par-
a ll el with the SDDS, the IMF is progressing tow a rd 
the establ i s h m ent of a Gen eral Data Di s s em i n a ti on
Sys tem (GDDS) to improve the produ cti on and
d i s s em i n a ti on of core econ omic data by all IMF
m em bers .

The Executive Board cited efforts to improve the
continuity of IMF surveillance and the candor of the
dialogue with member countries—which facilitated
more timely discussion of emerging problems. To
m a ke furt h er progre s s , while recognizing bu d get
con s tra i n t s , the Boa rd approved new procedu re s
affording the IMF greater flexibility to adjust the fre-
quency of its consultations with members, the size of

staff missions, and the materials prepared by the
staff,in response to fast-breaking developments.

Al t h o u gh the pri ori ties and focus of IMF su rvei l-
l a n ce con ti nue to be largely appropri a te , to rem a i n
ef fective su rvei ll a n ce must be both com preh en s ive in
tre a ting issues at the core of the IMF’s re s pon s i bi l i ti e s
and sel ective in handling other issu e s — depending on
the indivi dual co u n try ’s situ a ti on . E ch oing the
Pa rtn ership for Su s t a i n a ble Global Growt h , Di rectors
h i gh l i gh ted the import a n ce of the staff ’s work on
exch a n ge ra te issues and su pported incre a s ed atten ti on
to capital account and banking sector issues as a com-
p l em ent to the staff’s usual mac roecon omic analys e s .
An d , in vi ew of the growing import a n ce of policy for-
mu l a ti on at the regi onal level , the Boa rd stre s s ed the
n eed for the IMF to pay incre a s ed atten ti on to regi on a l
su rvei ll a n ce (see IMF Su rvey, April 7, p a ge 100).

Greater IMF Openness
A key issue for the Boa rd ’s su rvei ll a n ce revi ew was

the progress tow a rd gre a ter tra n s p a rency in the IMF’s
work . Over the past few ye a rs , the IMF has becom e
m ore open in several dimen s i on s . F i rs t , its policy on
the release of IMF doc u m ents has evo lved tow a rd the
gre a ter provi s i on of i n form a ti on . Fu rt h erm ore , t h e
IMF has en co u ra ged mem bers to release doc u m en t s
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Evenhandedness of Surveillance

Du ring the Exec utive Boa rd ’s 1995 bi ennial revi ew, h el d
in Febru a ry 1995, s ome Di rectors ex pre s s ed con cern
a bo ut an app a rent lack of even h a n ded n e s s — or sym m e-

try—in IMF su rvei ll a n ce . In parti c u l a r, s ome rega rded
IMF su rvei ll a n ce as less ef fective in some important co u n-
try cases; t h ey saw a need for the IMF to stren g t h en its su r-
vei ll a n ce over its larger mem bers whose policies had sys-
temic implicati ons affecting all IMF mem bers . Si m i l a r

con cerns have also been ra i s ed out s i de the IMF.
To some ex ten t , it may be inevi t a ble that IMF mem bers

receive different degrees of a t ten ti on in su rvei ll a n ce .
Perhaps the largest differen ce is bet ween mem bers imple-
m en ting IMF- su pported programs and those that are

not—a differen ce ex p l a i n ed mainly by the IMF’s need to
s a feg u a rd its financial re s o u rces and the close mon i tori n g
a s s oc i a ted with an IMF- su pported financial progra m .
Th ere is also an inevi t a ble disti n cti on bet ween atten ti on
devo ted to some mem bers’ policies and the IMF’s degree of

i n f lu en ce on these po l i c i e s . Ar g u a bly, s ome of the IMF’s
l a r gest mem bers receive as mu ch atten ti on as many IMF
borrowers , as ref l ected , for ex a m p l e , in the prom i n ent tre a t-
m ent of the policies of the IMF’s largest mem bers in the
World Econ omic Out l ook discussion . But although IMF

financial su pport is provi ded in the con text of ad ju s tm en t
programs entailing policy con d i ti on a l i ty — t hus en su ring a

m e a su re of con gru en ce bet ween the vi ews of the IMF and
a mem ber ’s econ omic policies—the ex tent to wh i ch the

I M F ’s vi ews are taken into account in non program co u n-
tries depends largely on the wi ll i n gness of the mem ber.

At the same ti m e , in a world of m a s s ive cro s s - border
capital flows , few co u n tries can implem ent econ omic po l i-
cies wi t h o ut taking

account of the vi ews of
the intern a ti onal com-
mu n i ty, of ten exem p l i-
f i ed in the advi ce pro-
vi ded thro u gh IMF

su rvei ll a n ce . In this
s en s e , devel opm ents in
recent ye a rs may have provi ded more levera ge to IMF su r-
vei ll a n ce as an el em ent in incre a s ed market discipline over
co u n tri e s’ po l i c i e s .

Al s o, a nu m ber of i n i ti a tives in the past two ye a rs aimed
at stren g t h ening su rvei ll a n ce may well have improved the
s ym m etry of su rvei ll a n ce . For ex a m p l e , the Special Data
Di s s em i n a ti on Standard sets an ambi tious standard for the
p u bl i c a ti on of econ omic and financial data for co u n tri e s

h avi n g, or see k i n g, access to intern a ti onal market s — m o s t-
ly co u n tries wi t h o ut IMF- su pported ad ju s tm ent progra m s .
Pu bl i c i ty rega rding su b s c ri bing mem bers’ d i s s em i n a ti on
practi ces should rei n force market discipline of these mem-
bers’ po l i c i e s .

Recent initiatives to stre n g t h e n
s u rveillance may have
i m p roved its evenhandedness.



Af ter the form a ti on of a new govern m ent a little
m ore than a year ago, Egypt em b a rked on a new and
dec i s ive phase of ad ju s tm ent and econ omic reform .
The en t hu s i a s tic re s ponse of i n tern a ti onal inve s tors
has sharp ly incre a s ed capital inflows and fuel ed a
booming stock market . For intern a ti onal inve s tors ,
Egypt’s attractiveness is linked to stron ger econ om i c
growth in an envi ron m ent of m ac roecon omic stabi l-
i ty, a wi de s pre ad percepti on of a
s trong po l i tical com m i tm ent to
reform , bet ter inform a ti on abo ut
Egypt’s econ omic progress and
i nve s tm ent opportu n i ties (notably
t h ro u gh the Mi d dle East-Nort h
Af rica Econ omic Con feren ce hel d
in Ca i ro in Novem ber 1996), a n d
the recent assign m ent of a n
i nve s tm en t - grade ra ting for
Egypt’s soverei gn debt by
S t a n d a rd & Poor ’s . Egypt has vi g-
oro u s ly pursu ed its econ om i c
reforms and the impact , in term s
of growth and forei gn inve s tm en t ,
has been impre s s ive . Ch a ll en ge s
rem a i n , h owever, i f the co u n try is
to sustain and broaden its reform
proce s s , fo s ter a vi brant priva te

s ector, and cre a te em p l oym ent opportu n i ties for its
young and growing pop u l a ti on .

Background 
As recen t ly as the early 1990s, Egypt faced severe

financial imbalances evi den ced by high inflati on ,
l a r ge ex ternal def i c i t s , and an acc u mu l a ti on of ex ter-
nal arre a rs . With the su pport of t wo su cce s s ive IMF
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on their econ omic reform progra m s , su ch as po l i c y
f ra m ework papers (doc u m ents of m em bers ,d rawn up
with IMF and World Bank assistance , that outline the
m em ber ’s econ omic obj ectives and policies in retu rn

for IMF con ce s-
s i onal financing)
or let ters of i n ten t
( wh i ch de s c ri be
m em ber ’s po l i c y
i n ten ti on s , to
qualify for IMF

ord i n a ry financial su pport ) . The incre a s ed open n e s s
has also been ref l ected in more frequ ent press con t act s
by IMF staff. F i n a lly, s i n ce 1994, the IMF has rel e a s ed
most back ground material to Arti cle IV con su l t a ti on
report s , and it has libera l i zed access to its arch ive s .

These ch a n ges in the IMF’s openness para ll el a tren d
tow a rd gre a ter tra n s p a rency in econ omic po l i c ym a k i n g
in many mem ber co u n tri e s , with more stati s tical infor-
m a ti on and po l i c y - rel a ted inform a ti on provi ded to the
p u bl i c . Mom en tum for incre a s ed tra n s p a rency com e s
f rom the recogn i ti on that:

• com preh en s ive inform a ti on is needed for the ef f i-
c i ent functi oning of m a rket s ;

• tra n s p a rency in econ omic po l i c ymaking incre a s e s
acco u n t a bi l i ty and own ership of econ omic policies by
the publ i c ; and 

• i n c reasing the market’s overs i ght could con tri bute
to more ti m ely policy ad ju s tm ent and minimize po l i c y
su rprises and assoc i a ted market disru pti on s .

In ad d i ti on , as a furt h er step important tow a rd
gre a ter tra n s p a ren c y, the IMF is ex pected to initi a te
s oon an ex p a n ded policy of releasing inform a ti on con-
taining the IMF’s assessment of a mem ber ’s po l i c i e s
and pro s pect s .

In conclusion, the Executive Board’s review of the
1995 strategy to strengthen surveillance reaffirmed
the measures implemented under this strategy over
the past two years. At the same time, the Board rec-
ognized that strict vigilance was needed, as experi-
ence had repeatedly shown that challenges to eco-
nomic stability often come in the most unexpected
manner.

E g y p t ’s “Home-Grown” Reforms Spur 
G rowth and Investment

To be effective, IMF surveillance
must be both comprehensive
and selective.



financial arra n gem ents (1991 and 1993), the co u n try
m ade important progress tow a rd reducing these
i m b a l a n ce s , but econ omic perform a n ce rem a i n ed
bel ow po ten ti a l .

Against this back d rop, and in the con text of t h e
n ew ch a ll en ges and opportu n i ties pre s en ted by the
evo lving regi onal and intern a ti on a l
envi ron m en t , Egypt adopted an ambi-
tious reform program in su pport of
wh i ch the IMF approved a two - ye a r
s t a n d - by arra n gem ent in October 1996.
( In light of Egypt’s strong re s erve po s i-
ti on , the aut h ori ties vi ew the arra n ge-
m ent as prec a uti on a ry and have no
plans to draw under it.) This med iu m -
term program seeks to ach i eve a su s-
t a i n ed high er ra te of growth and a grad-
ual redu cti on in unem p l oym en t , wh i l e
f u rt h er lowering inflati on and main-
taining a strong ex ternal re s erve po s i-
ti on . To these en d s , the program foc u s e s
on :

• con s o l i d a ting the gains on mac roeco-
n omic stabi l i z a ti on ;a n d

• broadening and inten s i f ying the stru c-
tu ral reform agenda thro u gh priva ti z a ti on ,
dereg u l a ti on , trade libera l i z a ti on , and a
revamping of the financial sector.

Macroeconomic Performance
In the con text of su s t a i n ed policy implem en t a ti on

and growing con f i den ce in the govern m en t’s abi l i ty
to ad h ere to its ad ju s tm ent and reform progra m ,
m ac roecon omic perform a n ce has exceeded ex pect a-
ti on s . Fu el ed by stren g t h en ed priva te sector inve s t-
m en t , real GDP growth is set to re ach 5 percent in
the current fiscal year (ending June 1997).
Me a nwh i l e , i n f l a ti on has con ti nu ed to decl i n e , d i p-
ping to 5.4 percent for the 12 months en ded
Febru a ry. In the ex ternal sector, a small curren t
deficit (equ iva l ent to less than 1 percent of GDP) is
forec a s t ; with larger portfolio and forei gn direct
i nve s tm en t , official intern a ti onal re s erves have ri s en
to more than $19 bi ll i on—the equ iva l ent of a l m o s t
15 months of i m port s .

On the mon et a ry fron t , the recent su r ge in capital
i n f l ows has po s ed new ch a ll en ges for mon et a ry man-
a gem en t . Non et h el e s s , the aut h ori ties have not
a ll owed the unfore s een rise in intern a ti onal re s erve s
to derail their mon et a ry obj ective s :t h ro u gh steri l i z a-
ti on , n et dom e s tic assets of the cen tral bank have
been con t a i n ed and mon et a ry growth rem a i n s
broadly on track . Me a nwh i l e , the bu d get deficit this
year is ex pected to be bel ow 1 percent of G D P
( excluding priva ti z a ti on recei pts) and should gravi-
t a te tow a rd balance over the next few ye a rs .

Structural Reforms
Consolidation of macroeconomic stability has set

the stage for a deepening of reforms that aim to cre-
ate a decentralized and outward-oriented economy in
which the private sector plays the central role. In this
regard, the Egyptian authorities have adopted a com-

prehensive structural and institutional reform. The
main elements of this reform include:

• Priva ti z a ti o n . Du ring the six months en ded
December 1996, the government divested its majori-
ty holdings in 22 companies and minority holdings
in another 8.These privatizations represented around
one-sixth of the total net worth of state-owned enter-
prises and have generated proceeds amounting to
about $1.3 billion—the equivalent of about 3 per-
cent of GDP at an annual rate. The program envis-
a ges the dive s ti tu re of most nonfinancial publ i c
enterprises over two years.

• Dereg u l a ti o n. New legi s l a ti on has decon tro ll ed
rent on new and vacant property as well as on occ u-
p i ed com m ercial property; the aut h ori ties have liber-
a l i zed procedu res for inve s tm ent approva l ; and the
priva te sector is being invi ted to opera te and manage
en er gy sector proj ect s . A draft inve s tm ent law before
Pa rl i a m ent would re a f f i rm basic guara n tees for
i nve s tors , and unify and ra ti on a l i ze the fra m ework for
i nve s tm ent incen tive s . At the same ti m e , a new corpo-
ra te law and com m ercial code are being establ i s h ed .

• Fi n a n cial se ctor refo rm. The Cen tral Bank of
Egypt is stren g t h ening its reg u l a tory and su pervi s ory
regimes and is expanding the ra n ge of i n s tru m en t s
t h ro u gh wh i ch it con du cts mon et a ry po l i c y.
Con c u rren t ly, com peti ti on in the financial sector is
being stren g t h en ed thro u gh priva ti z a ti on of j oi n t -
ven tu re insu ra n ce companies and banks. O f the lat-
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Egypt: Basic Economic Indicators

Prel i m i n a ry Progra m
1 9 9 2 / 9 3 1 9 9 3 / 9 4 1 9 9 4 / 9 5 1 9 9 5 / 9 6 1 9 9 6 / 9 7

(annual change in percent)

Growth and inflation
Real GDP 0.5 2.9 3.2 4.2 5.0
Inflation (average) 11.1 9.0 9.4 7.1 6.2

Mon et a ry acco u n t s
Broad money 16.4 12.4 11.1 10.5 10.1

( percent of G D P )
Fiscal acco u n t s

Fiscal balance –3.5 –2.1 –1.3 –1.3 –0.8
Financial liabilities of

the government 136.0 125.5 117.0 103.3 93.3
External debt 65.8 58.0 55.7 47.1 41.2

E x ternal acco u n t s
Current account 4.6 0.4 2.3 –0.2 –0.9
Capital account 1.6 4.2 –0.4 1.2 1.6

Note: Fiscal year is July 1–June 30.
Data: Egyptian authorities and IMF staff estimates
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ter, on ly four of the ori ginal nine joi n t - ven tu re
banks are sti ll majori ty - own ed by public sector
banks and the priva ti z a ti on process is moving for-
w a rd . Al s o, s teps are under way to priva ti ze one of

the big four public sector banks as well as one of t h e
s t a te - own ed insu ra n ce com p a n i e s .

• Trade libera l i z a ti o n. To fo s ter out w a rd ori en-
t a ti on of the econ omy and to com p l em ent the
priva ti z a ti on progra m , the aut h ori ties redu ced the
m a x i mum tari f f ra te to 55 percent from 70 percen t
in October 1996, with con c u rrent redu cti ons in
l ower ra te s . This repre s en ted an important step in a
m ed iu m - term trade libera l i z a ti on pro - gra m . Egypt’s
exch a n ge sys tem remains vi rtu a lly free of re s tri c-
ti ons for current as well as capital tra n s acti on s .

• Fi scal refo rm. While Egypt’s overa ll bu d get a ry
po s i ti on con ti nues to be healthy, the aut h ori ties 
h ave dec i ded to furt h er stren g t h en the underlyi n g
fiscal stru ctu re . The gen eral sales tax is to be ex ten d-
ed to the retail and wholesale levels and converted 
i n to a full - f l ed ged va lu e - ad ded tax. A reform of
the income tax is to be initi a ted in the new fiscal
ye a r. On the ex pen d i tu re side , a re s tru ctu ring of
the civil servi ce is under way. As an el em ent of t h i s ,
c ivil servi ce em p l oym ent is to be redu ced by 2 per-
cent starting this ye a r, n o t withstanding ex p a n ded
em p l oym ent in the pri ori ty health and edu c a ti on
s ectors . Fu rt h er cutb acks in non e s s en tial public 
s ector pers on n el are fore s een in the coming ye a rs .

Challenges 
Egypt has su cce s s f u lly em b a rked on a com preh en-

s ive reform progra m , but the co u n try sti ll faces a
l ong journ ey before it com p l etes the stru ctu ra l
tra n s form a ti on of its econ omy. Egypt wi ll need 
to sustain and deepen the key el em ents of the stru c-
tu ral reform progra m — priva ti z a ti on , trade libera l-
i z a ti on , and fiscal and financial sector reform — i f
the remaining weaknesses in the econ omy are to be
red re s s ed . It wi ll take time and ef fort to incre a s e
i nve s tm ent to the level needed to sustain su b s t a n-
ti a lly high er ra tes of o utp ut growth and to gen era te
an esti m a ted 400,000 to 500,000 new em p l oym en t
opportu n i ties every ye a r. In this en de avor, f u rt h er
s teps wi ll be needed over a broad front to fo s ter the
requ i red ex p a n s i on of dom e s tic savi n gs .

In ad d i ti on , key reforms wi ll now be en tering a
m ore difficult ph a s e . For instance , fo ll owing the su c-
cessful sale of prof i t a ble public en terpri s e s , the ch a l-
l en ge now is to dispose of s t a te - own ed en ti ties that
requ i re major re s tru ctu ring or even liqu i d a ti on .
Si m i l a rly, de s p i te recent cut s , Egypt’s tari f f ra te s
remain high rel a tive to those of o t h er co u n tries in the
regi on and ra p i dly growing devel oping co u n tries el s e-
wh ere . Non - oil ex ports and forei gn direct inve s tm en t
in Egypt wi ll need to grow sharp ly. L i kewi s e , t h e
a ut h ori ties wi ll need to con s o l i d a te their ef forts to
s tren g t h en Egypt’s perform a n ce on the soc i oecon om-
ic fron t . In this rega rd , the aut h ori ties have appropri-
a tely em ph a s i zed increasing spending on health and
edu c a ti on ,i m proving the qu a l i ty of these servi ce s ,a n d
s tren g t h ening and refocusing the social safety net .

Egypt’s po ten tial is con s i dera bl e . The co u n try is
a l re ady reaping the ben efits of its stabi l i z a ti on and
reform progra m s . Sustaining the mom en tum of t h i s
h om egrown ef fort , p a rti c u l a rly at this early stage , wi ll
bring the promise of h i gh econ omic growt h , ex p a n d-
ing job opportu n i ti e s , and rising living standard s .

H o w a rd Handy and Amer Bisat
I M F Middle Eastern Depart m e n t

During Jan.–Mar. Jan.–Mar.
March 1997 1996

General Resources Account 159.0 1,015.0 1,592.5
Stand-by arrangements 130.2 246.0 908.8
Extended arrangements 28.8 769.0 683.6
CCFF 0.0 0.0 0.0

SAF and ESAF arrangements 12.1 97.0 119.7
Total 171.1 1,112.0 1,712.1

Note: EFF = extended Fund facility.
CCFF = compensatory and contingency financing facility.
SAF = structural adjustment facility.
ESAF = enhanced structural adjustment facility.
Figures may not add to totals shown owing to rounding.

Date:IMF Treasurer’s Department

Members’ Use of IMF Credit
(million SDRs)



Worl dwi de military ex pen d i tu re has con ti nu ed to fall ,
but at a mu ch slower pace than reported a year earl i er
( s ee IMF Su rvey, June 3, 1 9 9 6 ) , according to a recen t
IMF staff a n a lysis of data for 132 co u n tries from the
World Econ omic Out l ook database for 1996, com bi n ed
with revi s ed data for earl i er ye a rs . The earl i er stu dy
reported a fall in worl dwi de military spending of
1.3 percen t a ge points of GDP bet ween 1990 and
1 9 9 5 , ref l ecting wi de s pre ad redu cti ons ac ross all
regi on s . The revi s ed data show that worl dwi de
m i l i t a ry out l ays fell to 2.4 percent of GDP in
1995 and 2.3 percent in 1996 from 3.5 percent in
1990 (see Ta ble 1).

Data from other sources con f i rm this slowi n g
in the pace of m i l i t a ry spending redu cti ons (dif-
feren ces in the figures ref l ect va rying covera ge of
m i l i t a ry spending and nu m ber of co u n tri e s ) . For
ex a m p l e , data from the Stockholm In tern a ti on a l
Pe ace Re s e a rch In s ti tute (SIPRI)—whose cover-
a ge va ries by year from 63 to 117 co u n tries and
i n clu des up to 15 tra n s i ti on econ omies (see 
Ta ble 2)—show a decline in worl dwi de spen d i n g
to 2.5 percent of GDP in 1994 and 2.3 percent in
1995 from 4.2 percent in 1990, com p a red with the
re sults reported in 1996—2.7 percent in 1994 from 
4.2 percent in 1990 (see IMF Su rvey, June 3, 1 9 9 6 ,
p a ge 181). SIPRI data show a similar re sult for 59 co u n-
tries for wh i ch data were ava i l a ble for every ye a r
bet ween 1990 and 1995.

Data co ll ected by the Lon don - b a s ed In tern a ti on a l
In s ti tute for Stra tegic Studies (IISS) also provi de su p-
port for the decline in military spending in 1996. I I S S
data show that bu d geted military spending for 1996
was lower than actual spending in 1995 by some 
0.6 percent of GDP (see Ta ble 3). These figures should

be interpreted with cauti on ,h owever, s i n ce actual spen d-
ing can devi a te from what is proj ected in the bu d get .

Ba s ed on the IMF’s World Econ omic Out l ook data-
b a s e , gl obal re s o u rce savi n gs—that is, the pe ace divi-
den d — a m o u n ted to $324 bi ll i on bet ween 1990 and
1 9 9 5 . The pe ace divi dend is def i n ed as the differen ce

bet ween the do llar amount that would have been spen t
in 1995 if the 1990 ra tio of ex pen d i tu res to GDP had
been maintained and the actual out l ays for 1995. Th e
decline in military spending in 1996 implies a furt h er
i n c rease in the pe ace divi dend of a bo ut $18 bi ll i on .

Mi l i t a ry ex pen d i tu re as a share of GDP fell or stayed
constant in all co u n try groups in 1996 (see Ta ble 1),
a l t h o u gh in one su b group—the newly indu s tri a l i z i n g
econ omies of As i a — s pending rose by 0.1 percen t a ge
point of GDP for the three co u n tries in that category.

S pending as a share of GDP rem a i n ed broadly
constant in the indu s trial co u n tri e s , As i a , and the

We s tern Hem i s ph ere in 1996. In
the indu s trial co u n tri e s , h owev-
er, the marginal redu cti on in
GDP terms (2.29 percent in 1996
f rom 2.34 percent in 1995)
tra n s l a tes into a su b s t a n ti a l
redu cti on of $10.6 bi ll i on in
a b s o lute spen d i n g. Am on g
co u n try groups recording more
s i z a ble redu cti ons in 1996,
Af ri c a’s military out l ays fell by
0.2 percent of GDP ($0.4 bi l-
l i on ) . O ut l ays in the devel op i n g
co u n tries in Eu rope and the
Mi d dle East fell by 0.3 percent of
GDP ($2.8 bi ll i on ) ,a bo ut half a s
fast as they did bet ween 1994
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Worldwide Military Expenditures 
Continue to Fall, but at Slower Pace 

Table 1. Military Expenditures, 1990–96

1 9 9 0 1 9 9 4 1 9 9 5 1 9 9 6 Ch a n ge 1995–96
Percent of G D P ( bi ll i on U. S . do ll a r s )

All co u n tri e s 3 . 5 2 . 6 2 . 4 2 . 3 – 2 . 0
In du s trial co u n tri e s 3 . 3 2 . 5 2 . 3 2 . 3 – 1 0 . 6
D evel oping co u n tri e s 3 . 2 2.7   2 . 6 2.5   9 . 2

Af ri c a 3 . 2 2 . 6 2 . 3 2 . 1 – 0 . 4
As i a 2 . 9 2 . 6 2 . 4 2 . 4 5 . 9

Newly indu s trializing econ om i e s1 4 . 1 3 . 9 3 . 6 3 . 7 2 . 9
Mi d dle East and Eu rope 8 . 4 7 . 2 6 . 7 6 . 4 2 . 8
We s tern Hem i s ph ere 1 . 3 1 . 2 1 . 3 1 . 2 0 . 9

Co u n tries in tra n s i ti on 6 . 5 3 . 2 2 . 2 1 . 9 – 0 . 6
Form er Sovi et Un i on 6 . 8 3 . 9 2 . 3 1 . 8 – 1 . 1

No te : Sample com prises 132 co u n tri e s . Data wei gh ted by co u n try  GDP.
1Kore a , Si n ga pore , and Ta iwan Provi n ce of Ch i n a .

D a t a : I M F, World Econ omic Out l ook database, 1 9 9 7

Table 2. Military Expenditures, 1990–95:  SIPRI Data

1 9 9 0 1 9 9 4 1 9 9 5
Percent of G D P

All  co u n tri e s 4 . 2 2 . 5 2 . 3
In du s trial co u n tri e s 3 . 3 2 . 4 2 . 2
D evel oping co u n tri e s 3 . 2 3 . 0 2 . 6
Af ri c a 3 . 3 2 . 9 3 . 3
As i a 2 . 9 2 . 8 2 . 7

Newly indu s trializing econ om i e s1 4 . 3 4 . 1 4 . 0
Mi d dle East and Eu rope 8 . 0 6 . 6 5 . 7
We s tern Hem i s ph ere 1 . 2 1 . 2 1 . 2

Co u n tries in tra n s i ti on 1 9 . 8 4 . 8 2 . 9
Form er Sovi et Un i on 2 2 . 5 6 . 0 3 . 0

No te : Sample inclu des from 63 to 117 co u n tri e s . Data wei gh ted by co u n try GDP,
according to World Econ omic Out l ook database, 1 9 9 7 .

1Kore a , Si n ga pore , and Ta iwan Provi n ce of Ch i n a .
D a t a : S I P R I , Wo rld Arm a m ents and Di s a rm a m ents: SIPRI Ye a rb ook , 1 9 9 6

( Lon don : Ox ford Un ivers i ty Pre s s ,1 9 9 6 )



Is sues rel a ting to the appropri a te scope , n a tu re , a n d
con du ct of fiscal po l i c y — both in the con text of e a s i n g
m ac roecon omic instabi l i ty in the short run and fo s ter-
ing growth in the long ru n — h ave taken on a new
u r gency in policy deb a te s . Al t h o u gh econ omists work-
ing in public finance have alw ays bel i eved that fiscal

policy—that is, the manipulati on of fiscal instru m en t s
to ach i eve specific obj ectives—can affect econ om i c
growt h , the idea that policy matters for lon g - term
growth has on ly recen t ly been establ i s h ed in main-
s tream econ omic thinking. The basic premise of t h i s
l i tera tu re is that a co u n try ’s growth perform a n ce in the
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and 1995. Mi l i t a ry ex pen d i tu re in
the co u n tries in tra n s i ti on also fell
by 0.3 percent of GDP ($0.6 bi l-
l i on ) , l ed by a percen t a ge poi n t
decline in spending by co u n tries of
the form er Sovi et Un i on ($1.1 bi l-
l i on ) . Data on military ex pen d i-
tu res in many tra n s i ti on econ-
omies are likely to unders t a te the
true level of these out l ays , s i n ce
t h ey do not measu re all ex pen d i-
tu re com m i tm en t s .

Sanjeev Gupta, Benedict Clements, 
and Edgardo Ruggiero

IMF Fiscal Affairs Depart m e n t

Fiscal Policy Plays Fundamental Role 
In Long-Run Gro w t h

Composition of Fiscal Adjustment 
Is Crucial for Growth

To set the stage for su s t a i n ed growt h , co u n tries su f feri n g

f rom high inflati on and balance of p aym ents difficulties mu s t

p u rsue what can be a wren ching fiscal ad ju s tm ent to re s o lve

i n ternal and ex ternal financial imbalance s . The goals of f i s c a l

po l i c y, h owever, should go beyond simply reducing the size of

the fiscal def i c i t . The way

deficit redu cti on is

ach i eved—the com po s i-

ti on of fiscal ad ju s t-

m ent—is as import a n t

as the qu a n ti ty of t h e

ad ju s tm ent and has a

c ri tical be a ring on

wh et h er reforms wi ll be su s t a i n ed and wh et h er the ad ju s t-

m ent wi ll undermine a co u n try ’s lon g - run growth pro s pect s ,

according to a new IMF Occ a s i onal Pa per, The Co m po s i tion of

Fi scal Ad j u s tm ent and Growth: Le s sons from Fi scal Refo rms in

Ei ght Eco n o m i e s, by G.A. Macken z i e , D avid W. H .O rs m on d ,

and Philip R. G ers on .

The staff s tu dy examines the com po s i ti on of fiscal ad ju s t-

m ent—tax and ex pen d i tu re policies and ad m i n i s tra tive pro-

cedu re s , and some aspects of p u blic en terprise reform—in a

sample of ei ght co u n tries (Ba n gl ade s h , Ch i l e , G h a n a , In d i a ,

Mex i co, Morocco, Sen ega l , and Thailand) du ring a recen t

peri od (usu a lly 1978–93) within the con text of broader

ef forts to increase growt h . In looking at the com po s i ti on of

fiscal ad ju s tm ent in these co u n tri e s , the aut h ors ask why

s ome co u n tries en j oyed more su ccess than others . Th ei r

obj ective is to determine wh et h er, and to what ex ten t , t h e s e

fiscal reforms fo s tered growth over the ad ju s tm ent peri od .

One of the cri teria used in the stu dy is the degree to wh i ch

co u n tries en ga ged in IMF- su pported ad ju s tm ent progra m s

pro tected social ex pen d i tu re—in parti c u l a r, s pending for pri-

m a ry edu c a ti on and public and pri m a ry health care .Ot h er cri-

teria inclu de how ra p i dly co u n tries ad d re s s ed other aspects of

ex pen d i tu re po l i c y, basic tax reform , and ad m i n i s tra tive

reform s ; and how they dealt with public en terprise reform . Th e

ei ght cases inclu de both low- and middl e - i n come co u n tri e s

and co u n tries with public sectors of va rying sizes at the out s et

of the ad ju s tm ent peri od s . The group inclu des co u n tries forced

to make a draconian fiscal ad ju s tm ent in a crisis envi ron m en t

and co u n tries whose ad ju s tm ent ef forts were more gradu a l .

Ma j or con clu s i ons of the staff s tu dy inclu de the fo ll owi n g :

• S t a bi l i z a ti on need not play havoc with a growt h -

prom o ting fiscal stra tegy. O n ce stabi l i z a ti on takes firm hold

and revenu e - raising measu res take ef fect ,c uts can be at least

p a rti a lly re s tored .

• The initial ad ju s tm ent undert a ken by the ei ght co u n tri e s

u n der revi ew ten ded pri m a ri ly to em ph a s i ze ex pen d i tu re

c ut s — p a rti c u l a rly ex pen d i tu res on capital goods and other

How fiscal adjustment is
achieved is as important as
the magnitude of adjustment.

Table 3. Military Expenditures, 1990–95:  IISS Data

1 9 9 0 1 9 9 5 1996 (Bu d get )
Percent of G D P

All countries 3.3 2.7 2.1
Industrial countries 3.2 2.5 2.1
Developing countries 4.0 3.7 2.4

Africa 3.0 2.9 2.1
Asia 3.6 4.0 2.3

Newly industrializing economies1 4.8 4.0 3.9
Middle East and Europe 10.7 7.1 6.5
Western Hemisphere 1.4 1.7 1.1

Countries in transition (excluding the 
former Soviet Union) 3.2 2.4 2.0

Note: Sample comprises 89 countries.Data weighted by country GDP, according to
World Economic Outlook database,1997.

1Kore a , Si n ga pore , and Ta iwan Provi n ce of Ch i n a .
Data: IISS, The Military Balance (London: The International Institute for Strategic

Studies), various issues



l ong run is en dogen o u s ly determ i n ed by a set of va ri-
a bles that are re s pon s ive to—and affected by — po l i c y.

In an IMF Working Pa per, Fi scal Policy and Lo n g - Ru n
Growt h, Vi to Tanzi and Howell H. Zee su rvey the liter-
a tu re — mu ch of it based on the new en dogen o u s
growth theory — on the impact on lon g - run growth of
the three main instru m ents of fiscal po l i c y — t a x a ti on ,
p u blic ex pen d i tu re , and aggrega te bu d get a ry balance
f rom the pers pective of a ll oc a tive ef f i c i en c y, m ac roeco-
n omic stabi l i ty, and income distri buti on .

Allocative Efficiency
Ta xa ti o n. Both tax policy and the stru ctu re of the tax sys-
tem can have implicati ons for lon g - run growt h . Some of
the most direct con ceptual links bet ween fiscal po l i c y
and growth have trad i ti on a lly been assoc i a ted with tax
policy because the all oc a tive impacts of t a x a ti on (for
ex a m p l e , on the ch oi ce bet ween lei su re and labor, con-
su m pti on and savi n g, and the rel a tive prof i t a bi l i ties of
d i f ferent indu s tries) are re ad i ly app a ren t . One of t h e s e
links rests on the idea that the all oc a tive dec i s i ons of pri-
va te econ omic agents facing taxes are different from
dec i s i ons that would be made in the absen ce of t a xe s .
This tax-indu ced distorti on in econ omic beh avi or
re sults in a net ef f i c i ency loss to the whole econ omy — t h e
s o - c a ll ed excess bu rden of t a x a ti on .

An o t h er link is the impact of t a x a ti on on factor
acc u mu l a ti on , p a rti c u l a rly capital. A tax on incom e

f rom physical capital lowers the after-tax retu rn to sav-
i n gs and is, t h erefore , a disincen tive to acc u mu l a te
physical capital. The ulti m a te impact on growt h , h ow-
ever, is ambi g u o u s ,s i n ce it depends on how other fac-
tors , su ch as human capital, a re affected by the tax.

The overa ll de s i gn of the stru ctu re of the tax sys tem
could have important implicati ons for growt h . For a
given total tax level , a rel a tive shift from income to
con su m pti on taxati on
would redu ce the disin-
cen tive to save and, con-
s equ en t ly, boost capital
acc u mu l a ti on . A heav y
rel i a n ce on trade taxe s
could impede an econ o-
my ’s capac i ty to absorb
or devel op new tech n o l ogi e s — t hus harming its growt h
pro s pect s — by reducing the ex po su re of dom e s ti c
i n du s tries to intern a ti onal markets and com peti ti on .

Tax incentives—for promoting investment and
re s e a rch and devel opm ent activi ti e s — a re an ad d i ti on a l
ch a n n el thro u gh wh i ch tax policy could have a sign i f i c a n t
i m p act on re s o u rce acc u mu l a ti on and tech n o l ogi c a l
progre s s . However, because they cre a te distorti on s , t h ey
m ay not alw ays have a po s i tive ef fect on lon g - run growt h .

The em p i rical evi den ce on the impact of tax po l i c y
on growth is mixed , de s p i te some su gge s ti on of a nega-
tive rel a ti onship bet ween the tax level and growt h . Th e
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Fiscal policy can play a
fundamental role in 
long-run economic growth.

goods and servi ce s . Su ch cuts would have been po ten ti a lly

d a m a ging had they not been revers ed su b s equ en t ly.

• Wh a tever the pattern of ex pen d i tu re redu cti on or tax

i n c rease initi a lly adopted ,s tru ctu ral reform within the fiscal sec-

tor remains an essen tial com pon ent of su s t a i n a ble and growt h -

ori en ted fiscal ad ju s tm en t . An early start to stru ctu ral reform s

that over the med ium term frees up bu d get re s o u rces is parti c-

u l a rly import a n t ,s i n ce these reforms en a ble a reversal of the ini-

tial em phasis on cuts in po ten ti a lly produ ctive ex pen d i tu re .

• Certain stru ctu ral ex pen d i tu re reforms con s i dered

i m port a n t , i f not cru c i a l , to the lon g - run su ccess of ad ju s t-

m ent ef forts frequ en t ly take time to come to fru i ti on — a n d

m ay re a l i ze on ly limited bu d get a ry savi n gs in the short ru n

( for ex a m p l e ,c ivil servi ce reform ) .

• Co u n tries starting the ad ju s tm ent peri od with 

adequ a te public ex pen d i tu re managem ent sys tems were usu-

a lly more su ccessful in pre s erving ex pen d i tu re with a high

s ocial ra te of retu rn . The prevailing pattern of ad ju s tm en t ,

with its initial em phasis on ex pen d i tu re redu cti on , m e a n t

that the public ex pen d i tu re managem ent sys tem was te s ted

e a rly in the ad ju s tm ent proce s s . In gen era l , the bet ter the sys-

tem was able to set pri ori ties and en force the ch a n ges in the

com po s i ti on of ex pen d i tu re that was con s i s tent with them ,

the more produ ctive the ex pen d i tu re outcom e .

• Su b s t a n tial reform of the tax policy regime went hand in

hand with ad m i n i s tra tive reform s ; co u n tries implem en ti n g

s tru ctu ral tax reforms usu a lly had a well - f u n cti oning tax

ad m i n i s tra ti on to begin wi t h . Ret a i n i n g, or cre a ti n g, a cri ti c a l

m i n i mum level of ad m i n i s tra tive capac i ty is key.

• In c reases in the tax ra tio can be accom p l i s h ed wi t h o ut

re s orting to major tax hike s . Convers ely, dec reases in ra tes do

not inevi t a bly pre s a ge a decline in revenu e . Except for Ghana,

the co u n tries that ach i eved su b s t a n tial increases in their tax

ra tios did so by broadening the ef fective tax base.

• Su ccessful implem en t a ti on of tax and ex pen d i tu re po l i-

cy reform in IMF- su pported ad ju s tm ent programs requ i re s

cl o s er integra ti on of i m provem ents in tax ad m i n i s tra ti on and

p u blic ex pen d i tu re managem en t ; these programs should be

s en s i tive to the risk that the initial heavy em phasis on ex pen-

d i tu re re s traint may become perm a n ent and, by su ppre s s i n g

growt h - fo s tering ex pen d i tu re ,i n adverten t ly damage a co u n-

try ’s lon g - term growth pro s pect s .
James McEuen

I M F E x t e rnal Relations Depart m e n t

Copies of IMF Occ a s i onal Pa per No. 1 4 9 , The Co m po s i tion of
Fi scal Ad j u s tm ent and Growth: Le s sons from Fi scal Refo rms in
Ei ght Eco n o m i e s, by G.A. Macken z i e ,D avid W. H .O rs m on d ,a n d
Philip R. G ers on , a re ava i l a ble for $15.00 (ac ademic ra te :
$12.00) from Pu bl i c a ti on Servi ce s , Box XS700, I M F,
Wa s h i n g ton , DC 20431 U. S . A . Tel eph on e : (202) 623-7430; f a x :
(202) 623-7201; In tern et :p u bl i c a ti on s @ i m f . or g.



April 21,1997

122

main difficulty in isolating the impact of t a x a ti on on
growt h , according to Tanzi and Zee , is that key non t a x
fiscal va ri a bles that are not indepen dent of tax po l i c y —
su ch as public ex pen d i tu re and bu d get po l i c i e s — c a n
also affect growt h .
Pu blic Expen d i tu re. The financing of p u blic ex pen d i tu re
i nvo lves the public sector ’s absorpti on of real re s o u rce s
that would otherwise be ava i l a ble to the priva te sector.
From an all oc a tive point of vi ew, this absorpti on wo u l d
i m prove overa ll ef f i c i ency if the social retu rn—that is, t h e
ben ef i t — f rom public ex pen d i tu re exceeds its priva te
opportu n i ty cost (that is, the re s o u rces for gone by the pri-
va te sector ) . Pu blic ex pen d i tu re may displace priva te sec-
tor outp ut (the “c rowd i n g - o ut” ef fect ) , but it may also
i m prove priva te sector produ ctivi ty (the ex tern a l i ty or

p u blic good ef fect ) .
Al t h o u gh the recen t
focus has been on
s pending on publ i c
i n f ra s tru ctu re , t h e
a ut h ors say there is
no re a s on why the

p u blic good ef fect could not be ex ten ded to a ra n ge of
p u blic ex pen d i tu res that en h a n ce human capital, su ch as
el em en t a ry edu c a ti on and voc a ti onal tra i n i n g.

The opposing natu re of the crowd i n g - o ut and ex ter-
n a l i ty ef fects implies that the stru ctu re of p u blic ex pen d i-
tu re could also have an impact on growt h . Pu blic ex pen-
d i tu re has trad i ti on a lly been cl a s s i f i ed as ei t h er publ i c
con su m pti on or public inve s tm en t , with the form er
tending to ret a rd growt h , and the latter prom o ting it.
But , as the aut h ors note ,m a ny public inve s tm ent proj ect s
can be wastef u l , while many public con su m pti on ex pen-
d i tu re s — su ch as training and spending on ex i s ting infra-
s tru ctu re—can be ben ef i c i a l . Pu blic ex pen d i tu re migh t
m ore usef u lly be recl a s s i f i ed as produ ctive (that is,
growt h - i n ducing) and unprodu ctive (growt h - ret a rd i n g ) .

As was the case with taxati on , the em p i rical evi den ce
on the growth ef fects of p u blic ex pen d i tu re is incon-
clu s ive ,p a rt ly because of the similar difficulty in isolat-
ing its impact from other policy va ri a bl e s .
B u d get Pol i c y. The level of p u blic revenue rel a tive to that
of p u blic ex pen d i tu re—that is, the bu d get balance — m ay
h ave growth ef fects that are sep a ra te from those rel a ted to
the absolute level of t a x a ti on or public ex pen d i tu re .O n e
ef fect is the po s s i ble beh avi oral re s ponse from the priva te
s ector that a bu d get imbalance may tri gger. If the priva te
s ector rega rds bu d get deficits as simply taxes del ayed , i t
m ay ch oose to increase its own savi n gs to neutra l i ze the
p u blic dissavi n gs , t h ereby keeping the level of n a ti on a l
s avi n gs unch a n ged . If bu d get deficits do not indu ce a
re s ponse in priva te sector savi n gs ,h owever, n a ti onal sav-
i n gs would be redu ced and growth hampered .

Wh et h er there is neutra l i ty bet ween debt and tax
financing has been the focus of mu ch recent re s e a rch ,
according to Tanzi and Zee , but the em p i rical evi den ce

is mixed . It is now wi dely recogn i zed that stri ct neu-
tra l i ty depends not on ly on the ex i s ten ce of opera tive
priva te tra n s fers bet ween gen era ti ons—so that the
i m p l i ed tax bu rden of p u blic dissavi n gs on futu re gen-
era ti ons is not ign ored by the current gen era ti on — but
also on the absen ce of tax distorti on s , i n come uncer-
t a i n ti e s , and imperfect credit market s .

Stability
Th ere is strong em p i rical evi den ce that growth can

be nega tively affected by uncert a i n ty in several fiscal
va ri a bl e s , su ch as revenue level s , p u blic ex pen d i tu re ,
and bu d get def i c i t s .

An uncertain tax regi m e , for ex a m p l e ,i n j ects vo l a ti l-
i ty into the retu rns to an inve s tm ent proj ect . In c re a s ed
u n cert a i n ty to retu rns wi ll gen era lly lead to a redu cti on
in inve s tm en t . Hen ce ,u n cert a i n ty abo ut the tax regi m e ,
wh i ch in tu rn leads to uncertain after-tax retu rn s , is 
l i kely to disco u ra ge inve s tm ent and hamper growt h .

Tax regime uncert a i n ty could be attri but a ble to a
nu m ber of va ri a bl e s ,i n clu d i n g :

• d i f f i c u l ty in forec a s ting the directi on of pro s pec-
tive tax reforms under po l i tical deb a te ;

• po s s i ble ch a n ges nece s s i t a ted by unex pected
s h ocks to income or interest ra tes or unfore s een publ i c
ex pen d i tu re need s ;

• u n certain real ef fective tax ra tes in an unstabl e
i n f l a ti on a ry envi ron m ent with a tax sys tem that is
u n i n dexed or has significant co ll ecti on lags ; a n d

• u n cert a i n ty wh et h er the govern m ent would main-
tain the same tax regime over ti m e , i f the opti m a l
regime ch a n ges from one peri od to the nex t .

Some measu res that might all evi a te the advers e
i m p act on growth of tax regime uncert a i n ty inclu de :

• precom m i t ting the govern m ent in a given peri od
to maintain an optimal policy over ti m e ;

• i n s ti tuting an appropri a te debt managem ent po l i-
cy that could obvi a te the need to alter the tax regime as
a re s ponse to unex pected shocks to income and inter-
est ra tes or unfore s een public ex pen d i tu re need s ; a n d

• i m p l em en ting appropri a te policies to redu ce
m ac roecon omic instabi l i ti e s .

The rel eva n ce of bu d get policy su s t a i n a bi l i ty for
growth is twofo l d . If the current policy is deem ed
u n su s t a i n a bl e , ei t h er a regime ch a n ge in tax and/or
ex pen d i tu re policy would be ex pected to occ u r, or mon-
et a ry financing would be re s orted to. The form er wo u l d
i n c rease policy uncert a i n ty; the latter would lead to
i n f l a ti on . According to Tanzi and Zee ,t h ere is incre a s i n g
em p i rical evi den ce su gge s ting a significant and nega tive
correl a ti on bet ween high inflati on and growt h .

Income Distribution
According to trad i ti onal econ omic thinking, a trade -

of f is invo lved bet ween the all oc a tive and distri buti on-
al obj ectives of fiscal po l i c y. Policies aimed at red i s tri b-

U n c e rtainty about tax re g i m e s
can discourage investment
and hamper gro w t h .



uting income tow a rd equ a l i ty ex act a pri ce of a ggrega te
o utp ut loss that is likely to rise disproporti on a tely to the
redu cti on in income inequ a l i ty.

The va l i d i ty of this vi ew has been ch a ll en ged in recen t
ye a rs by va rious re s e a rch stra n d s ,s ay the aut h ors . Ta ken
toget h er, these strands su ggest that the trade - of f
bet ween the all oc a tive and distri buti onal obj ectives of
fiscal policy is not absolute : growth with red i s tri buti on
is po s s i bl e . Fu rt h er, mu ch of the em p i rical evi den ce
su pports the ex i s ten ce of a nega tive correl a ti on bet ween
i n come inequ a l i ty and growt h .

According to one re s e a rch stra n d , red i s tri butive taxa-
ti on and the ex pen d i tu re it finances are a form of s oc i a l
i n su ra n ce against certain types of risk for wh i ch priva te
i n su ra n ce may not be ava i l a bl e . An o t h er re s e a rch stra n d
em ph a s i zes the impact of financial market imperfecti on s .
According to this vi ew, the po ten tial produ ctivi ty of t h e
poor cannot be fully re a l i zed unless they are given the
opportu n i ty. Red i s tri butive policies are needed to ra i s e
the poor ’s standard of l iving su f f i c i en t ly for them to
become produ ctive mem bers of s oc i ety and, con s e-
qu en t ly, to con tri bute to outp ut growt h .O n ce ga i n f u lly
em p l oyed , the poor could begin to acqu i re asset s , acc u-
mu l a te human capital, and gain access into financial
m a rkets to furt h er raise their earn i n gs po ten ti a l . Th e
financial market s , in tu rn , ben ef i ting from the incre a s ed
p a rti c i p a ti on by econ omic agents in the interm ed i a ti on
proce s s , would become more devel oped , and the growt h
pro s pects for the whole econ omy would be en h a n ced .

Fiscal Policy Recommendations
The litera tu re on the rel a ti onship bet ween fiscal po l i-

cy instru m ents and econ omic growt h , a l t h o u gh ex ten-
s ive , fails to re ach def i n i tive con clu s i ons abo ut the way
t a xe s , p u blic spen d i n g, and bu d get a ry policy can influ-
en ce growth by affecting the all oc a ti on of re s o u rce s ,t h e
s t a bi l i ty of the econ omy, and the distri buti on of i n com e .
The em p i rical litera tu re , in parti c u l a r, is som ewhat dis-
a ppoi n ting in its su pport of t h eoretical con clu s i on s .

While ack n owl ed ging these shortcom i n gs ,h owever,
Tanzi and Zee con clu de that from the pers pective of t h e
n ew en dogenous growth theory, fiscal policy can play a
f u n d a m ental role in affecting the lon g - run growth per-
form a n ce of co u n tri e s . Thu s ,t h ey maintain, econ om i s t s
should not hesitate to recom m end ch a n ges in publ i c
f i n a n ce instru m ents in directi ons that theory has
deem ed important for enhancing growt h , i n clu d i n g
policies to improve the neutra l i ty of t a x a ti on , prom o te
human capital acc u mu l a ti on , and lessen incom e
i n equ a l i ty.
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Foll owing are excerpts of re cent IMF press rel e a se s . The full text s

a re ava i l a ble on the IMF’s web site (http : / / w w w. i m f . o rg) under

“n ews” or on request (fax only, pl e a se) from the IMF’s Pu bl i c

Af f a i rs Division (fax: (202) 623-6278).

Georgia: ESAF
The IMF approved the second annual loan under the

en h a n ced stru ctu ral ad ju s tm ent fac i l i ty (ESAF), in an amount

equ iva l ent to SDR 55.5 mill i on (abo ut $76 mill i on ) , to su p-

port Geor gi a’s econ omic program in 1997. The loan is ava i l-

a ble in two sem i a n nual install m en t s , the first of wh i ch wi ll be

ava i l a ble on April 4 of this ye a r.

1997 Pro g r a m
The key mac roecon omic obj ectives of the 1997 pro-

gram are to ach i eve a real GDP growth ra te of at least 8–10

percen t ; bring down the 12-month inflati on ra te to 10–12

percen t ; f u rt h er redu ce the current account deficit to

a bo ut 7 percent of G D P; and re ach a level of gross of f i c i a l

i n tern a ti onal re s erves equ iva l ent to 2.5 months of

i m port s . To ach i eve these obj ective s , fiscal policy wi ll aim

at reducing the overa ll def i c i t , on a cash basis and inclu d-

ing gra n t s , to 3.5 percent of GDP in 1997 from 4.4 percen t

in 1996.

S t ructural Reform s
The aut h ori ties are com m i t ted to accel era ting the

i m p l em en t a ti on of s tru ctu ral reform s . In ad d i ti on to the

reforms under way in the banking sector and in tax

ad m i n i s tra ti on , the agenda for 1997 inclu des re s tru ctu r-

ing the en er gy sector; p u rsuing an ambi tious priva ti z a ti on

program for med ium- and large-scale en terpri s e s ; accel er-

a ting agri c u l tu ral land reform ; devel oping a legal fra m e-

work for the priva ti z a ti on of u rban and indu s trial land;

and furt h er devel oping the en forcem ent of ex i s ting laws

and reg u l a ti on s .

Copies of IMF Working Pa per 96/119, Fi scal Policy and Lo n g - Ru n
Growt h, by Vi to Tanzi and Howell H. Zee ,a re ava i l a ble for $7.00
f rom Pu bl i c a ti on Servi ce s , Box XS700, I M F, Wa s h i n g ton , DC
20431 U. S . A . Tel eph on e : (202) 623-7430; f a x : (202) 623-7201;
In tern et :p u bl i c a ti on s @ i m f . or g.

F rom the 
Executive Board

Georgia: Selected Economic Indicators

1995 19961 19972 19983 19993

(percent change)
Real GDP 2.4 10.5 8–10.0 10.0 8.0
Consumer prices (end period) 57.0 14.0 10–12.0 9.8 7.0

(percent change)
Overall fiscal balance

(cash basis and 
including grants) –4.6 –4.4 –3.5 –1.9 –1.3

External current account 
balance ( excluding 
official transfers ) –14.1 –7.6 –6.7 –6.0 –4.4

(months of imports)
Gross official reserves  2.7 2.5 2.5 2.7 2.9

1Preliminary estimates.
2Program.
3Projections.

Data:Georgian authorities and IMF staffestimates and projections
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A d d ressing Social Needs
Si n ce early 1995, the govern m ent has made con ti nu o u s

a t tem pts to improve the standard of l iving of the pop u l a-

ti on . The mon t h ly minimum wage in the bu d get a ry sector

has qu ad ru p l ed in real terms since Ja nu a ry 1995, and aver-

a ge real pen s i ons have do u bl ed over the same peri od .

Several measu res have alre ady been implem en ted to

i m prove the targeting of the social safety net , i n cluding a

f l a t - ra te pen s i on sys tem and a new assistance program for

the disabl ed . The govern m ent intends to con ti nue to

i n c rease the share of bu d get a ry out l ays on edu c a ti on in the

n ext few ye a rs , and has em b a rked on an ambi tious health

c a re reform progra m .

G eor gia joi n ed the IMF on May 5, 1 9 9 2 , and its quota is

SDR 111.0 mill i on (abo ut $153 mill i on ) . Its outstanding use

of IMF financing curren t ly totals SDR 133.2 mill i on (abo ut

$183 mill i on ) .
Press Release No. 9 7 / 1 3 , Ma rch 24

D a te of E x p i ra ti on Am o u n t Un d rawn
Mem ber Arra n gem en t D a te App roved Ba l a n ce

( m i ll i on SDRs)
S t a n d - by arra n gem en t s 3 , 8 1 1 . 5 7 2 , 4 7 1 . 4 0
Ar gen ti n a April 12, 1 9 9 6 Ja nu a ry 11, 1 9 9 8 7 2 0 . 0 0 3 2 1 . 0 0
Bu l ga ri a Ju ly 19, 1 9 9 6 Ma rch 18, 1 9 9 8 4 0 0 . 0 0 3 2 0 . 0 0
D j i bo uti April 15, 1 9 9 6 June 14, 1 9 9 7 4 . 6 0 1 . 7 3
Egypt O ctober 11, 1 9 9 6 Septem ber 30, 1 9 9 8 2 7 1 . 4 0 2 7 1 . 4 0
El Sa lvador Febru a ry 28, 1 9 9 7 April 27, 1 9 9 8 3 7 . 6 8 3 7 . 6 8

E s ton i a Ju ly 29, 1 9 9 6 August 28, 1 9 9 7 1 3 . 9 5 1 3 . 9 5
Hu n ga ry Ma rch 15, 1 9 9 6 Febru a ry 14, 1 9 9 8 2 6 4 . 1 8 2 6 4 . 1 8
L a t vi a May 24, 1 9 9 6 August 23, 1 9 9 7 3 0 . 0 0 3 0 . 0 0
Le s o t h o Septem ber 23, 1 9 9 6 Septem ber 22, 1 9 9 7 7 . 1 7 7 . 1 7
Pa k i s t a n Decem ber 13, 1 9 9 5 Septem ber 30, 1 9 9 7 5 6 2 . 5 9 2 6 7 . 9 0

Papua New Gu i n e a Ju ly 14, 1 9 9 5 Decem ber 15, 1 9 9 7 7 1 . 4 8 3 6 . 1 4
Rom a n i a May 11, 1 9 9 4 April 24, 1 9 9 7 3 2 0 . 5 0 2 2 6 . 2 3
Ven e z u el a Ju ly 12, 1 9 9 6 Ju ly 11, 1 9 9 7 9 7 5 . 6 5 6 2 5 . 6 5
Yem en Ma rch 20, 1 9 9 6 June 19, 1 9 9 7 1 3 2 . 3 8 4 8 . 3 8

EFF arra n gem en t s 1 0 , 1 8 3 . 9 3 6 , 6 8 4 . 3 4
Al geri a May 22, 1 9 9 5 May 21, 1 9 9 8 1 , 1 6 9 . 2 8 5 0 6 . 4 8
Azerb a ija n Decem ber 20, 1 9 9 6 Decem ber 19, 1 9 9 9 5 8 . 5 0 5 3 . 8 2
Croa ti a Ma rch 12, 1 9 9 7 Ma rch 11, 2 0 0 0 3 5 3 . 1 6 3 2 4 . 3 8
G a bon Novem ber 8, 1 9 9 5 Novem ber 7, 1 9 9 8 1 1 0 . 3 0 6 6 . 1 8
Jord a n Febru a ry 9, 1 9 9 6 Febru a ry 8, 1 9 9 9 2 3 8 . 0 4 1 2 7 . 7 4

Ka z a k s t a n Ju ly 17, 1 9 9 6 Ju ly 16, 1 9 9 9 3 0 9 . 4 0 3 0 9 . 4 0
L i t hu a n i a O ctober 24, 1 9 9 4 O ctober 23, 1 9 9 7 1 3 4 . 5 5 4 1 . 4 0
Mo l dova May 20, 1 9 9 6 May 19, 1 9 9 9 1 3 5 . 0 0 1 1 2 . 5 0
Peru Ju ly 1, 1 9 9 6 Ma rch 31, 1 9 9 9 3 0 0 . 2 0 1 3 9 . 7 0
P h i l i pp i n e s June 24, 1 9 9 4 June 23, 1 9 9 7 4 7 4 . 5 0 4 3 8 . 0 0
Ru s s i a Ma rch 26, 1 9 9 6 Ma rch 25, 1 9 9 9 6 , 9 0 1 . 0 0 4 , 5 6 4 . 7 4

ESAF arra n gem en t s 3 , 9 9 3 . 7 2 1 , 6 8 5 . 2 1
Arm en i a Febru a ry 14, 1 9 9 6 Febru a ry 13, 1 9 9 9 1 0 1 . 2 5 6 7 . 5 0
Azerb a ija n Decem ber 20, 1 9 9 6 Decem ber 19, 1 9 9 9 9 3 . 6 0 7 3 . 1 2
Ben i n August 28, 1 9 9 6 August 27, 1 9 9 9 2 7 . 1 8 2 2 . 6 5
Bo l ivi a Decem ber 19, 1 9 9 4 Decem ber 18, 1 9 9 7 1 0 0 . 9 6 3 3 . 6 5
Bu rkina Fa s o June 14, 1 9 9 6 June 13, 1 9 9 9 3 9 . 7 8 2 6 . 5 2

Ca m bod i a May 6, 1 9 9 4 May 5, 1 9 9 7 8 4 . 0 0 4 2 . 0 0
Ch ad Septem ber 1, 1 9 9 5 August 31, 1 9 9 8 4 9 . 5 6 2 4 . 7 8
Con go June 28, 1 9 9 6 June 27, 1 9 9 9 6 9 . 4 8 5 5 . 5 8
C ô te d’Ivoi re Ma rch 11, 1 9 9 4 June 13, 1 9 9 7 3 3 3 . 4 8 —
Et h i op i a O ctober 11, 1 9 9 6 O ctober 10, 1 9 9 9 8 8 . 4 7 7 3 . 7 3

G eor gi a Febru a ry 28, 1 9 9 6 Febru a ry 27, 1 9 9 9 1 6 6 . 5 0 1 1 1 . 0 0
G h a n a June 30, 1 9 9 5 June 29, 1 9 9 8 1 6 4 . 4 0 1 0 9 . 6 0
Gu i n e a Ja nu a ry 13, 1 9 9 7 Ja nu a ry 12, 2 0 0 0 7 0 . 8 0 5 9 . 0 0
Gu i n e a - Bi s s a u Ja nu a ry 18, 1 9 9 5 Ja nu a ry 17, 1 9 9 8 9 . 4 5 3 . 6 8
Guya n a Ju ly 20, 1 9 9 4 Ju ly 19, 1 9 9 7 5 3 . 7 6 1 7 . 9 2

Ha i ti O ctober 18, 1 9 9 6 O ctober 17, 1 9 9 9 9 1 . 0 5 7 5 . 8 8
Hon du ra s Ju ly 24, 1 9 9 2 Ju ly 24, 1 9 9 7 4 7 . 4 6 1 3 . 5 6
Kenya April 26, 1 9 9 6 April 25, 1 9 9 9 1 4 9 . 5 5 1 2 4 . 6 3
Kyr gyz Rep u blic Ju ly 20, 1 9 9 4 Ju ly 19, 1 9 9 7 8 8 . 1 5 3 2 . 2 5
Lao P. D. R . June 4, 1 9 9 3 May 7, 1 9 9 7 3 5 . 1 9 —

Mad a ga s c a r Novem ber 27, 1 9 9 6 Novem ber 27, 1 9 9 9 8 1 . 3 6 6 7 . 8 0
Ma l awi O ctober 18, 1 9 9 5 O ctober 17, 1 9 9 8 4 5 . 8 1 2 2 . 9 1
Ma l i April 10, 1 9 9 6 April 9, 1 9 9 9 6 2 . 0 1 4 1 . 3 4
Ma u ri t a n i a Ja nu a ry 25, 1 9 9 5 Ja nu a ry 24, 1 9 9 8 4 2 . 7 5 1 4 . 2 5
Moz a m bi qu e June 21, 1 9 9 6 June 20, 1 9 9 9 7 5 . 6 0 5 0 . 4 0

Ni c a ra g u a June 24, 1 9 9 4 June 23, 1 9 9 7 1 2 0 . 1 2 1 0 0 . 1 0
Ni ger June 12, 1 9 9 6 June 11, 1 9 9 9 5 7 . 9 6 3 8 . 6 4
Sen ega l August 29, 1 9 9 4 Ja nu a ry 12, 1 9 9 8 1 3 0 . 7 9 1 7 . 8 4
Si erra Leon e Ma rch 28, 1 9 9 4 Decem ber 31, 1 9 9 7 1 0 1 . 9 0 1 0 . 1 1
Ta n z a n i a Novem ber 8, 1 9 9 6 Novem ber 7, 1 9 9 9 1 6 1 . 5 9 1 3 5 . 8 8

Togo Septem ber 16, 1 9 9 4 Septem ber 15, 1 9 9 7 6 5 . 1 6 3 2 . 5 8
Uga n d a Septem ber 6, 1 9 9 4 Novem ber 17, 1 9 9 7 1 2 0 . 5 1 2 3 . 4 3
Vi etn a m Novem ber 11, 1 9 9 4 Novem ber 10, 1 9 9 7 3 6 2 . 4 0 1 2 0 . 8 0
Za m bi a Decem ber 6, 1 9 9 5 Decem ber 5, 1 9 9 8 7 0 1 . 6 8 4 0 . 0 0

To t a l 1 7 , 9 8 9 . 2 2 1 0 , 8 4 0 . 9 5

E F F = ex ten ded Fund fac i l i ty.
E S A F = en h a n ced stru ctu ral ad ju s tm ent fac i l i ty.
F i g u res may not add to totals owing to ro u n d i n g.

D a t a : IMF Tre a su rer ’s Dep a rtm en t

Stand-By, EFF, and ESAF Arrangements as of March 31



Kyrgyz Republic: ESAF
The IMF approved the third annual loan under the

en h a n ced stru ctu ral ad ju s tm ent fac i l i ty (ESAF), in an

amount equ iva l ent to SDR 32.3 mill i on (abo ut $44 mill i on ) ,

to su pport the Kyr gyz Rep u bl i c’s econ omic program in 1997.

The recovery in outp ut in the Kyr gyz Rep u blic has

exceeded ex pect a ti on s , with real GDP growth rising to 

5.6 percent in 1996 from 1.3 percent in 1995, l ed by a sharp

i n c rease in agri c u l tu ral outp ut . On the other hand, t h ere

was no progress in reducing inflati on , wh i ch incre a s ed to 

35 percent in 1996 from 32 percent in 1995, de s p i te a steep

redu cti on in the bu d get deficit and its dom e s tic borrowi n g

requ i rem en t s .

The Kyr gyz Rep u blic has carri ed out an ambi tious stru c-

tu ral reform progra m , wh i ch in 1996 inclu ded a com preh en-

s ive re s tru ctu ring of the financial sector, f u rt h er adva n ces in

priva ti z a ti on and en terprise re s tru ctu ri n g, as well as a ra n ge

of reforms in the legal sys tem and the agri c u l tu ral sector.

1997 Pro g r a m
The govern m en t’s 1997 econ omic progra m , wh i ch is su p-

ported by the IMF under the third annual ESAF loa n , bu i l d s

on the Kyr gyz Rep u bl i c’s ach i evem ents in mac roecon om i c

s t a bi l i z a ti on . The key obj ectives for 1997 are econ om i c

growth of a bo ut 7 percen t ; a redu cti on in en d - of - peri od

i n f l a ti on to 17.4 percent in 1997 from 35 percent in 1996; a n d

a bu i l dup in the covera ge of gross intern a ti onal re s erves from

the equ iva l ent of 2.0 months of i m ports in 1996 to 

2.8 months in 1997.

To ach i eve these en d s , the cash bu d get deficit is targeted to

decline to 5.3 percent of GDP in 1997, f rom 6.4 percent 

in 1996.

S t ructural Reform s
The 1997 econ omic program contains a wi de ra n ge of

s tru ctu ral reforms covering priva ti z a ti on and the breakup of

m on opo l i e s , en terprise re s tru ctu ring and govern a n ce , a n d

a gri c u l tu re . The priva ti z a ti on program for 1997 envi s a ges the

com p l eti on of the co u pon and cash aucti on under the mass

priva ti z a ti on program by en d - 1 9 9 7 . To ad d ress the issue of

corpora te govern a n ce , the govern m ent has initi a ted a pro-

gram to improve the managem ent and acco u n t a bi l i ty of p u b-

lic en terpri s e s .

A d d ressing Social Needs
Reforms of the sys tem of s ocial pro tecti on are bei n g

u n dert a ken to en h a n ce the ef f i c i ency and co s t - ef fectiveness of

the del ivery of s ocial servi ce s . Reforms wi ll focus on ref i n i n g

the targeting of ben efits while improving the qu a l i ty of b a s i c

s ocial servi ce s .

The Kyr gyz Rep u blic joi n ed

the IMF on May 8, 1 9 9 2 ; i t s

quota is SDR 64.5 mill i on

( a bo ut $89 mill i on ) ; its out-

standing use of IMF credit cur-

ren t ly totals SDR 96 mill i on

( a bo ut $132 mill i on ) .
Press Release No. 9 7 / 1 4 , Ma rch 27

Bulgaria: Stand-By
and CCFF

The IMF approved cred i t s

totaling SDR 479.5 mill i on

( a bo ut $657 mill i on) for

Bu l ga ri a . O f the to t a l , t h e

equ iva l ent of SDR 107.6 mil-

l i on (abo ut $147 mill i on) is

ava i l a ble under the cereal el em ent of the com pen s a tory and

con ti n gency financing fac i l i ty (CCFF) because of i n c re a s ed

i m port costs prom pted by a significant decline in cere a l

yi elds and produ cti on du ring 1996/1997. A furt h er SDR

371.9 mill i on (abo ut $510 mill i on) is ava i l a ble over the nex t

14 months under a stand-by credit to su pport the govern-

m en t’s econ omic program for 1997–98.

1997–98 Pro g r a m
The authorities’ program, supported by the new stand-

by credit, represents a break with the past and aims to

re s tore con f i den ce in public insti tuti ons and to put

Bulgaria firmly on the path to a market economy. The basic

strategy is one of rapid stabilization of the economy under-

pinned by durable structural reforms. Key to this strategy is

the commitment to establish a currency board arrange-

ment by mid-year. The program aims to limit the decline of

real GDP to 4.8 percent in 1997,as growth turns positive by

midyear; reduce monthly inflation to 2 percent by the end

of the year; maintain a small surplus in the current account;

and double official reserves to the equivalent of three

months of imports of goods and nonfinancial services.

Fiscal policy has been de s i gn ed to su pport the obj ective

of rapid stabi l i z a ti on by cut ting the overa ll bu d get deficit 

to 3.8 percent of GDP in 1997 from 10.9 percent in 1996 

and by el i m i n a ting the need for cen tral bank credit to the

govern m en t .

S t ructural Reform s
Bu l ga ria aims to underpin its stabi l i z a ti on ef forts and pre-

p a re for the adopti on of a currency boa rd with a com preh en-

s ive program of s tru ctu ral reform de s i gn ed to stren g t h en the
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K y rgyz Republic: Selected Economic Indicators

1 9 9 4 1 9 9 5 1 9 9 61 1 9 9 72

( percent ch a n ge )
Real GDP – 2 0 . 0 1 . 3 5 . 6 6 . 9
Con su m er pri ces (end of peri od ) 9 5 . 7 3 1 . 9 3 5 . 0 1 7 . 4

( percent ch a n ge )
Cash bu d get balance – 7 . 7 – 1 3 . 5 – 6 . 4 – 5 . 3
Ex ternal current account balance3 – 1 1 . 2 – 1 8 . 0 – 2 2 . 0 – 1 3 . 6

(months of imports)
Gross intern a ti onal re s erve s 2 . 5 2 . 5 2 . 0 2 . 8

1E s ti m a te .
2Progra m .
3In cluding the opera ti ons of the Ku m tor gold proj ect .

D a t a : Kyr gyz aut h ori ties and IMF staff e s ti m a tes and proj ecti on s

Photo Credits: Uniphoto, Inc.,page 113; Denio Zara

and Padraic Hughes for the IMF, page 128.



banking sys tem , h a rden bu d get con s traints on state - own ed

en terpri s e s , and libera l i ze the econ omy to provi de the basis

for devel opm ent of a healthy priva te sector. The aut h ori ti e s

a re com m i t ted to priva ti ze all com m ercial en terprises and

h a l f of the co u n try ’s uti l i ties within two ye a rs . The libera l i z a-

ti on of the agri c u l tu ral sector by rem oving pri ce con tro l s ,

trade re s tri cti on s , and any remaining imped i m ents to forei gn

d i rect inve s tm ents is ex pected to con tri bute to the establ i s h-

m ent of a priva te market econ omy.

A d d ressing Social Needs
The dra m a tic fall in real pen s i ons and wages in the bu d-

get a ry sector over the past six months has caused ex trem e

h a rdship for large segm ents of the pop u l a ti on . In the co u rs e

of 1 9 9 7 , the govern m ent intends to re s tore wages and pen-

s i ons to levels that meet the basic requ i rem ents of the rec i p-

i ents and to re s tru ctu re the social safety net thro u gh con-

s o l i d a ti on of programs into a well - t a r geted sys tem of

i n come tra n s fers to the poor, o l d - a ge pen s i on s , and unem-

p l oym ent insu ra n ce .

Bu l ga ria joi n ed the IMF on Septem ber 25, 1 9 9 0 ; its qu o t a

is SDR 464.9 mill i on (abo ut $637 mill i on ) ; its out s t a n d i n g

use of IMF credit curren t ly totals SDR 380 mill i on (abo ut

$520 mill i on ) .
Press Release No. 9 7 / 1 5 , April 11

F.Y.R. of Macedonia: ESAF
The IMF approved a three-year loan for the former

Yu go s l av Rep u blic of Macedonia (FYRM) under the

en h a n ced stru ctu ral ad ju s tm en t

f ac i l i ty (ESAF), in an amount

equ iva l ent to SDR 54.6 mill i on

(about $75 million), to support

Macedon i a’s 1997–99 econ om i c

reform program. The first annual

loan, equivalent to SDR 18.2 mil-

lion (about $25 million), is avail-

a ble in two equal sem i a n nu a l

installments, the first of which is

available immediately.

M e d i u m - Te rm Strategy and
1997 Pro g r a m

Over the next three ye a rs , t h e

FYRM aims to ach i eve su s t a i n a bl e

growth and redu ce unem p l oym en t

and poverty by furt h er re s tru ctu ring the econ omy alon g

m a rket lines and maintaining a stable financial envi ron m en t .

Over the med ium term , the program targets annual GDP

growth of a bo ut 5 percen t , i n f l a ti on of 2–3 percent ye a rly,

and a decline in the ex ternal current account deficit to 

5.3 percent of GDP from abo ut 12 percent in 1996. F i n a n c i a l

policies wi ll be underp i n n ed by ti ght bu d get discipline,

wh i ch wi ll aim at balance in the gen eral govern m en t

acco u n t s .

In the con text of the med iu m - term stra tegy, the 1997 pro-

gram aims for real GDP growth of 5 percen t ,a n nual ye a r- en d

i n f l a ti on of 2 percen t , and an ex ternal current account def i c i t

of 8.5 percent of G D P.

S t ructural Reform
A crucial con d i ti on for reviving econ omic growth in the

FYRM is the furt h er re s tru ctu ring of the en terprise sector.

E f fective en terprise own ership wi ll be en co u ra ged by el i m i-

n a ting re s tri cti ons on secon d a ry share tra n s acti ons and sell-

ing remaining govern m en t - own ed share s . Tax and other

i n cen tives for the convers i on of w a ge arre a rs into equ i ty are

p l a n n ed , as is the reform of l egi s l a tive and judicial proce-

du res reg u l a ting com m ercial con tracts and bankru ptcy pro-

cedu re s . By end-1997 the program aims to priva ti ze all el i gi-

ble en terpri s e s , i n cluding 70 percent of a gri c u l tu ral en ter-

pri s e s . The FYRM wi ll also con ti nue to libera l i ze its trade

regime by reducing avera ge import taxes and discreti on a ry

exem pti on s .

A d d ressing Social Issues
Un der the progra m , ad d i ti onal re s o u rces wi ll be ch a n n el ed

to social assistance and the Employm ent Fu n d , wh i ch the

govern m ent con s i ders vital in providing an adequ a te safety

n et to su pport the process of econ omic re s tru ctu ri n g.

S pending on edu c a ti on as a share of GDP wi ll be maintained

at the 1996 level , and health ben efits wi ll be re s tru ctu red to

re s tore the financial balance of the Health Fund and cl e a r

o utstanding arre a rs .

The FYRM su cceeded to the mem bership in the IMF of

the form er Socialist Federal Rep u blic of Yu go s l avi a , ef fective

Decem ber 14, 1 9 9 2 . Its quota is SDR 49.6 mill i on (abo ut 

$68 mill i on ) , and its outstanding use of IMF credit totals 

SDR 47 mill i on (abo ut $64 mill i on ) .
Press Release No. 9 7 / 1 6 , April 14
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F. Y.R. of Macedonia: Selected Economic Indicators

1994 19951 19961 19972 19982 19992

(percent change)

Real GDP growth –4.0 –1.4 1.1 5.0 5.3 5.3
Consumer price index

(end of period) 55.0 8.6 –0.7 2.0 3.0 3.0

(percent of GDP)

General government balance –3.2 –1.3 –0.4 1.5 0.0 0.0
Current account balance –6.4 –6.2 –11.9 –8.5 –7.3 –5.3

(months of imports)

Official gross reserves 1.3 1.9 2.0 2.3 2.5 2.8

1Prel i m i n a ry.
2Proj ecti on s .

D a t a : Aut h ori ties of the form er Yu go s l av Rep u blic of Macedonia and IMF staff e s ti m a tes and proj ecti on s

Bulgaria: Selected Economic Indicators

1 9 9 4 1 9 9 5 1 9 9 61 1 9 9 72 1 9 9 82

(percent change)

Real GDP 1.8 2.1 –9.0 –4.8 5.7
Consumer prices (end o f period) 122.0 33.0 311.0 769.0 14.0

(percent change)

Overall general government balance –5.8 –5.7 –10.9 –3.8 0.0
External current account balance –2.1 –0.5 0.5 0.1 0.4

1E s ti m a te .
2Progra m .

D a t a : Bu l ga rian aut h ori ties and IMF staff e s ti m a tes and proj ecti on s
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Fi n a n ce ministers and cen tral bank govern ors wi ll ga t h er
on April 28 in Wa s h i n g ton for the forty - ei ghth meeting of
the IMF’s principal advi s ory body, the In teri m
Com m i t tee of the IMF’s Boa rd of G overn ors on the
In tern a ti onal Mon et a ry Sys tem (the In teri m
Com m i t tee ) — u n der the Ch a i rmanship of Bel gi a n
F i n a n ce Mi n i s ter Philippe Mays t ad t . The In teri m
Com m i t tee wi ll con s i der gl obal econ omic pro s pects and
recent ad a pt a ti ons of IMF su rvei ll a n ce over the policies of
its mem ber co u n tri e s , given ef forts to rei n force su rvei l-
l a n ce in re s ponse to the ch a ll en ges of gl ob a l i zed financial
m a rket s . It wi ll also discuss the status of the el eventh gen-
eral revi ew of IMF qu o t a s , a special “equ i ty ”a ll oc a ti on of
S D R s , and financing to con ti nue the IMF’s en h a n ced
s tru ctu ral ad ju s tm ent fac i l i ty (ESAF)—the IMF’s con ce s-
s i onal financing fac i l i ty for poor co u n tries en ga ged in
growt h - ori en ted mac roecon omic and stru ctu ral ad ju s t-
m ent—and the assoc i a ted IMF- World Bank debt initi a-
tive to redu ce the ex ternal debt bu rden of h e avi ly indebt-
ed poor co u n tries (HIPCs).

The In terim Com m i t tee session wi ll be fo ll owed by the
f i f ty-fifth meeting of the Joint Bank and Fund Com m i t tee
on the Tra n s fer of Real Re s o u rces to Devel op i n g
Co u n tries (the Devel opm ent Com m i t tee ) , on April 29.
The Devel opm ent Com m i t tee wi ll be ch a i red by
Moroccan Finance Mi n i s ter Mo h a m ed Ka bb a j. The firs t
i tem on the agenda is a discussion of proposals to
s tren g t h en su pport for devel opm ent coopera ti on —
i n cluding ways to en h a n ce the ef fective use of decl i n i n g
f l ows of official devel opm ent assistance . The Devel op -
m ent Com m i t tee wi ll also con s i der progress in imple-
m en ting the HIPC initi a tive , re s o u rces for the Ba n k’s
Mu l ti l a teral Inve s tm ent Gu a ra n tee Agency (MIGA), a n d
w ays to fac i l i t a te priva te invo lvem ent in infra s tru ctu re .

The spring meeti n gs of the In terim and Devel op -
m ent Com m i t tees wi ll be preceded by meeti n gs of t h e
Group of Ten indu s trial co u n tri e s , Mi n i s ters of t h e
Group of 24 devel oping co u n tri e s , and Dep uties of t h e
Group of 2 4 . Al s o, on April 23, Mi ch ael Mu s s a ,
E con omic Co u n s ell or and Di rector of the IMF’s
Re s e a rch Dep a rtm en t , wi ll bri ef the press on the spri n g
1997 ed i ti on of the IMF’s Wo rld Economic Ou t l ook.

IMF Surveillance
The In terim Com m i t tee wi ll discuss IMF su rvei ll a n ce

of m em ber co u n try policies with the ben efit of a report
on the Exec utive Boa rd ’s recent bi ennial revi ew of su r-
vei ll a n ce practi ces and procedu res (see page 113). Over
the past two ye a rs , the IMF has stren g t h en ed its su rvei l-
l a n ce thro u gh more con-
ti nuous and candid dia-
l ogue with mem ber
co u n tri e s ; an ef fort to
en su re mem bers’ reg u l a r
and ti m ely data reporti n g
of h i gh er- qu a l i ty data;
gre a ter atten ti on to banking and financial sector sound-
n e s s — with the aim of e a rly detecti on of financial prob-
l em s ; m ore atten ti on to capital account devel opm en t s ;
and con s i dera ti on of regi onal issu e s ,n o t a bly, the implica-
ti ons of the impending Eu ropean econ omic and mon e-
t a ry union (see I M F Su rvey, April 7, p a ge 100).

On the mu l ti l a teral su rvei ll a n ce fron t , the In teri m
Com m i t tee wi ll assess the world econ omic out l ook in
the light of the Declaration on Partnership for
Su s t a i n a ble Global Growt h , adopted at the Com m i t tee’s
Septem ber 1996 meeti n g. The Decl a ra ti on outlines a
com preh en s ive med iu m - term stra tegy, con s i s ting of
mutu a lly rei n forcing principles of po l i c ymaking to
ach i eve su s t a i n ed non i n f l a ti on a ry growth in bo t h
i n du s trial and devel oping co u n tries and the full parti c i-
pation of all countries in the global economy.
The Com m i t tee wi ll be holding its discussions amid
gen era lly favora ble pro s pects for con ti nu ed ex p a n s i on
of gl obal outp ut and trade , with low or declining infla-
ti on and, in many co u n tri e s , a redu cti on in fiscal imbal-
a n ces and the pursuit of su pportive stru ctu ral reform s .
Risks on the hori zon that are likely to be discussed
i n clu de high unem p l oym ent and weak growth in
Eu rope , f ra gile banking sectors in a nu m ber of econ-
om i e s , and uneven econ omic perform a n ce in devel op-
ing and transition economies—with some poor
devel oping co u n tries facing the pro s pect of m a r gi n a l-
i z a ti on and some tra n s i ti on econ omies facing pro-
l on ged econ omic weakness owing to del ayed and
i n com p l ete policy reform s . The Com m i t tee is ex pected

Wee k SDR In tere s t Ra te of Ra te of
Begi n n i n g Ra te Remu n era ti on Ch a rge

April 7 4.04 4.04 4.42
April 14 4.04 4.04 4.42

The SDR interest ra te and the ra te of remu n era ti on are equal to a
wei gh ted avera ge of i n terest ra tes on spec i f i ed short - term dom e s-
tic obl i ga ti ons in the mon ey markets of the five co u n tries wh o s e
c u rrencies con s ti tute the SDR va lu a ti on basket (the U. S . do ll a r,
wei gh ted 39 percen t ; deut s che mark , 21 percen t ; Japanese yen ,
18 percen t ; Fren ch fra n c , 11 percen t ; and U. K . po u n d ,
11 percen t ) . The ra te of remu n era ti on is the ra te of retu rn on
m em bers’ remu n era ted re s erve tra n che po s i ti on s . The ra te of
ch a r ge , a proporti on (curren t ly 109.4 percent) of the SDR intere s t
ra te , is the cost of using the IMF’s financial re s o u rce s .All three ra te s
a re com p uted each Fri d ay for the fo ll owing wee k . The basic ra te s
of remu n era ti on and ch a r ge are furt h er ad ju s ted to ref l ect bu rden -
s h a ring arra n gem en t s . For the latest ra te s ,c a ll (202) 623-7171.
Data: IMF Treasurer’s Department

Selected IMF Rates

S u rveillance, IMF Quota, and Debt Issues 
To Be Featured at Spring Meetings

The Interim Committee will
have a full exchange of
views on globalization.
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to have a full exch a n ge of vi ews on the implicati ons of
gl ob a l i z a ti on — s pec i f i c a lly, h ow co u n tries could ben ef i t
f rom gl ob a l i z a ti on by aligning their policies to it, wh i l e
ad d ressing any short - term adverse ef fects that may be
a s s oc i a ted with the proce s s .

The Com m i t tee wi ll have before it a progress report
on implem en t a ti on of the special data dissem i n a ti on
s t a n d a rd (SDDS), and the gen eral data dissem i n a ti on
s ys tem (GDDS). The SDDS, devel oped and launch ed by
the IMF last Septem ber, aims to guide mem ber co u n-
tries havi n g, or see k i n g, access to world capital
m a rkets in publishing ti m ely and acc u ra te eco-
n omic and financial data. At pre s en t ,m et ad a-
ta (that is, i n form a ti on on va rious stati s ti c a l
practi ces of m em ber govern m ents) for 28
m em ber co u n tries are on the Di s s em i n a ti on
Standards Bulletin Board on the IMF’s
In tern et web site (http : / / w w w. i m f . or g ) , com-
p a red with 18 co u n tries in Septem ber 1996.
The IMF is progressing with the devel opm en t
of the GDDS, wh i ch wi ll provi de a broad
f ra m ework to guide all other mem ber co u n-
tries in improving the qu a l i ty of d a t a , as well as
its produ cti on and dissem i n a ti on .

IMF Quotas and SDR Allocation
The In terim Com m i t tee is ex pected to ask the IMF’s

Exec utive Boa rd to ex ped i te the Eleventh Gen era l
Revi ew of Q u o t a s , to en su re the adequ acy of IMF qu o t a s
to re s pond  over the med ium term to unex pected devel-
opm ents—and po ten ti a lly large demands on its
re s o u rces—in a gl ob a l i zed econ omy with integra ted
financial market s . Al t h o u gh the Exec utive Boa rd adopt-
ed New Arra n gem ents to Borrow (NAB) on Ja nu a ry
2 7 — u n der wh i ch 25 indu s trial and devel oping co u n tri e s
and insti tuti ons stand re ady to lend the IMF up to SDR
34 bi ll i on to su pp l em ent its regular quota re s o u rce s
wh en needed to fore s t a ll or cope with an impairm ent of
the intern a ti onal mon et a ry sys tem (see IMF Su rvey,
Febru a ry 10, p a ge 33)—the Com m i t tee has em ph a s i zed
that ex p a n ded borrowing does not su b s ti tute for a qu o t a
i n c re a s e , s i n ce quotas are the IMF’s pri m a ry source of
l i qu i d i ty.

Mi n i s ters wi ll also discuss the idea of an “equ i ty ”a ll o-
c a ti on of SDRs so as to ach i eve the full parti c i p a ti on of a ll
IMF mem bers in the SDR sys tem ,i n cluding those mem-
bers that have joi n ed since the last SDR all oc a ti on in
1 9 8 1 . Su ch a limited all oc a ti on would requ i re a fo u rt h
a m en d m ent of the IMF’s Arti cles of Agreem en t , provi d-
ing for a on e - time SDR all oc a ti on based on a com m on
ben ch m a rk ra tio of c u mu l a tive all oc a ti ons to qu o t a s .

Financial Sector Issues
The rapid growth and increasing integra ti on of

i n tern a ti onal capital markets have hei gh ten ed the
i m port a n ce of IMF su rvei ll a n ce of the intern a ti on a l

m on et a ry sys tem — i n c re a s i n g, in tu rn , the IMF’s atten-
ti on to banking and financial sector, and capital
acco u n t , i s su e s . The Com m i t tee is ex pected to discuss
the IMF’s role in the on going intern a ti onal ef fort to
prom o te the adopti on of sound banking principles and
practi ces ac ross its mem bers h i p. This ef fort entails cl o s e
coopera ti on with other rel evant intern a ti onal insti tu-
ti ons and bod i e s , su ch as the Basle Com m i t tee on
Banking Su pervi s i on , the Bank for In tern a ti on a l
Set t l em en t s , and the World Ba n k .

Also on the agenda is a con s i dera ti on of the need for
an orderly and su s t a i n a ble process of capital account lib-
era l i z a ti on — given that an open and liberal sys tem of
capital movem ents con tri butes to an ef f i c i ent all oc a ti on
of gl obal savi n gs and inve s tm ent—as part of a broad
reform ef fort invo lving sound mac roecon omic po l i c i e s
and strong financial sys tem s . In this con n ecti on , t h e
Com m i t tee wi ll examine the po s s i bi l i ty of ex tending the
I M F ’s ju ri s d i cti on to inclu de capital acco u n t , as well as
c u rrent acco u n t ,i s su e s .

Debt Initiative
The ESAF has been en dors ed as the cen terp i ece of

IMF su pport for low - i n come co u n tries and as the basis
for IMF parti c i p a ti on in the HIPC initi a tive to redu ce
to su s t a i n a ble levels the debt bu rden of h e avi ly indebt-
ed poor co u n tri e s . The In terim and Devel opm en t
Com m i t tees wi ll discuss progress in implem en ting the
HIPC initi a tive ,i n cluding po ten tial candidate s .

David M. Cheney
E d i t o r, IMF Surv e y

David M. Cheney
Editor

Sara Kane · John Starrels
Senior Editors

Sheila Meehan
Assistant Editor

Sharon Metzger
Editorial Assistant

Lijun Li
Staff Assistant

Philip Torsani
Art Editor

Victor Barcelona
Graphic Artist

e IMF Su rvey (ISSN 0047-
3X) is publ i s h ed in Engl i s h ,
en ch ,and Spanish by the IMF
times a ye a r, p lus an annu a l

u ppl em ent on the IMF and an
n nual inde x . Op i n i ons and

m a terials in the IMF Su rvey do
t nece s s a ri ly ref l ect of f i c i a l
ws of the IMF. Any maps

s ed are for the conven i en ce of
e ader s , b a s ed on Na ti on a l

ogra ph i c’s Atlas of the Wo rl d,
th Editi on ; the den om i n a-
ns used and the bo u n d a ri e s

h own do not imply any ju d g-
m ent by the IMF on the lega l

tus of a ny terri tory or any
n dor s em ent or accept a n ce 

su ch bo u n d a ri e s . Ma teri a l
m the IMF Su rvey m ay be

p ri n ted , with due credit given .
d d ress ed i torial corre s pon-
n ce to Cu rrent Pu bl i c a ti on s
vi s i on , Room IS9-1300,

M F, Wa s h i n g ton , DC 20431
. S . A . Tel . : (202) 623-8585;
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ern et :p u bl i c a ti on s @ i m f . org . Spring Meetings Information on Internet
For updated inform a ti on em er ging from the spring meeti n gs of
the In terim and Devel opm ent Com m i t tees and rel a ted even t s —
i n cluding tra n s c ri pts of press con feren ces and bri ef i n gs ,
p u blic statem ents and com mu n i qués—please visit the IMF’s web
s i te (http : / / w w w. i m f . or g ) .

Interim Committee Chairm a n
Philippe Maystadt. 

Development Committee Chairm a n
Mohamed Kabbaj.

The next issue of the I M F Su rvey, wh i ch wi ll cover the 
I M F- World Bank Spring Meeti n gs , wi ll appear on May 12.


