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Box 1

Revised Country Classification: Advanced Economies

Beginning with the May 1997 issue of
the World Economic Outlook, the newly
industrialized economies in Asia (Hong
Kong, China; Korea; Taiwan Province
of China; and Singapore), as well as
Israel, are considered as advanced
economies together with the group of
countries traditionally known as indus-
trial countries.

The reclassification reflects the
advanced stage of economic develop-
ment these economies have now
reached. In fact, they all now share a
number of important industrial country

characteristics, including relatively high
per capita income levels well within the
range indicated by the group of indus-
trial countries, well-developed financial
markets and high degrees of financial
intermediation, and diversified eco-
nomic structures with relatively large
and rapidly growing service sectors.

Rather than retaining the old indus-
trial country label, the expanded group
is labeled the “advanced economies™ in
recognition of the declining share of
employment in manufacturing com-
mon to all of these economies.



Box 2

Role of EMU in the International Monetary System

The role of European Economic and
Monetary Union (EMU) in the inter-
national monetary system was featured
at a conference held at the Fund on
March 17-18, 1997. Participants
included academics and government
officials from around the world, as well
as members of the Fund’s Board and
staff. There was a broad consensus on
several issues, but it was also agreed
that there would be considerable
uncertainty even after the start of mon-
etary union.

Most participants considered that
EMU was likely to start as scheduled
on January 1, 1999, although there
was some risk of a postponement if key
countries were unable to satisfy the cri-
teria for monetary union on the basis
of their 1997 data. It was generally
accepted that the euro, the designated
currency for participants in the EMU,
would most likely be a strong currency,
backed by conservative fiscal policies
and a monetary policy oriented toward
price stability. There was concern,
however, that the dollar would be
more volatile against the euro than it
currently was vis-a-vis the European
currencies. Some participants pointed
to the dangers of instability resulting
from the European Central Bank
(ECB) being less concerned about the
exchange rate because the external
trade of the euro area would be a small
share of its GDP. Other participants
were concerned about the conse-
quences of a sharp shift of portfolios

out of the dollar and into euro-denom-
inated assets. Several participants noted
the difficulties of managing a single
currency with inadequate labor market
flexibility and uncoordinated fiscal
policies.

It was generally agreed that the
attractiveness of the euro would be
determined mainly by the macroeco-
nomic policy stance in Europe and, in
particular, by the success of the ECB in
achieving low inflation. There was also
general agreement that the ECB would
follow the Bundesbank’s example of
dedication to price stability and would
remain independent of political inter-
ference as provided for in its statutes.
Otbher factors, including the develop-
ment of integrated, liquid, and efficient
European financial markets, would also
be important determinants of the
euro’s international use. Reserve cur-
rency use was likely to evolve slowly,
but the euro would start out as the sec-
ond most important reserve currency
and could, over time, rival the dollar.
However, it was pointed out that this
would no more confer any special eco-
nomic benefits on Europe than had
been the case for the United States
over the past fifty years.

Creation of the euro was viewed as
having generally positive effects on
neighboring countries, provided that
the euro was stable and neither too
strong nor too weak, but negative
effects if it were volatile. It was hoped
that European integration would

increase cooperation between the
European Union and neighboring
countries and that the euro would
become an important pole for
exchange rate stability.

The prospects for international
economic policy coordination were
considered in some detail at the con-
ference. The two aspects of this issue
that received the most attention were
what EMU would mean for the effec-
tiveness of coordination by the Group
of Seven industrial countries and how
the Fund would need to adapt its pro-
cedures and relationships with its
European Union members when the
ECB became responsible for monetary
policy and the euro replaced national
currencies.

As regards the relationship between
the Fund and its members, although it
was clear that EMU would not affect
the rights and obligations of members
under the Articles of Agreement, the
transfer of monetary policy responsibili-
ties to the ECB and the replacement of
existing currencies by the euro raised a
number of issues, including how sur-
veillance was to be carried out, whether
and how Fund resources could be
made available to EMU members, how
Fund quotas might be affected,
whether the composition of the SDR
needed to be redefined, and how the
euro would be used in Fund opera-
tions. No simple answers were yet
available, and work on these questions
was urgently needed.



Box 3

Interim Committee Declaration on Partnership for Sustainable Global Growth

The following Declaration on Partner-
ship for Sustainable Global Growth was
adopted at the conclusion of the forty-
seventh meeting of the Interim Commit-
tee of the Board of Governors of the
Fund, September 29, 1996.

The Interim Committee has
reviewed the Declaration on Coopera-
tion to Strengthen the Global Expansion,
which it adopted two years ago in
Madrid. It notes that the strategy set
out in the Declaration, which empha-
sized sound domestic policies,
international cooperation, and
global integration, remains valid. It
reiterates the objective of promoting
full participation of all economies,
including the low-income countries,
in the global economy. Favorable
developments in, and prospects for,
many industrial, developing, and
transition economies owe much to
the implementation of sound policies
consistent with the common medium-
term strategy.

The Interim Committee sees a need
to update and broaden the Declaration,
in light of the new challenges of a
changing global environment, and to
strengthen its implementation, in a
renewed spirit of partnership. It
attaches particular importance to the
following:

= Stressing that sound monetary,
fiscal, and structural policies are com-
plementary and mutually reinforcing:
steady application of consistent policies
over the medium term is required to
establish the conditions for sustained
noninflationary growth and job cre-
ation, which are essential for social
cohesion.

= Implementing sound macroeco-
nomic policies and avoiding large
imbalances are essential to promote
financial and exchange rate stability and
avoid significant misalignments among
currencies.

= Creating a favorable environment
for private savings.

= Consolidating the success in
bringing inflation down and building
on the hard-won credibility of mone-
tary policy.

= Maintaining the impetus of trade
liberalization, resisting protectionist
pressures, and upholding the multilat-
eral trading system.

= Encouraging current account
convertibility and careful progress
toward increased freedom of capital
movements through efforts to promote
stability and financial soundness.

= Achieving budget balance and
strengthened fiscal discipline in a multi-
year framework. Continued fiscal
imbalances and excessive public indebt-
edness, and the upward pressures they
put on global real interest rates, are
threats to financial stability and durable
growth. It is essential to enhance the
transparency of fiscal policy by perse-
vering with efforts to reduce off-
budget transactions and quasi-fiscal
deficits.

= Improving the quality and com-
position of fiscal adjustment, by reduc-
ing unproductive spending while
ensuring adequate basic investment in
infrastructure. Because the sustainabil-
ity of economic growth depends on
development of human resources, it is
essential to improve education and
training; to reform public pension and

health systems to ensure their long-
term viability and enable the provision
of effective health care; and to alleviate
poverty and provide well-targeted and
affordable social safety nets.

= Tackling structural reforms more
boldly, including through labor and
product market reforms, with a view to
increasing employment and reducing
other distortions that impede the effi-
cient allocation of resources, so as to
make our economies more dynamic
and resilient to adverse developments.

= Promoting good governance in all
its aspects, including by ensuring the
rule of law, improving the efficiency
and accountability of the public sector,
and tackling corruption, as essential
elements of a framework within which
economies can prosper.

= Ensuring the soundness of bank-
ing systems through strong prudential
regulation and supervision, improved
coordination, better assessment of
credit risk, stringent capital require-
ments, timely disclosure of banks’
financial conditions, action to prevent
money laundering, and improved man-
agement of banks.

The Committee encourages the
Fund to continue to cooperate with
other international organizations in
all relevant areas. It welcomes the
recent strengthening of Fund surveil-
lance of member countries’ policies,
which is an integral part of the
strategy. It reaffirmed its commitment
to strengthen the Fund’s capacity
to fulfill its mandate. It will keep
members’ efforts at achieving the com-
mon objectives of this strategy under
review.



Box 4

Dissemination Standards Bulletin Board on the Internet

The Fund’s electronic bulletin board
for the Special Data Dissemination
Standard on the Internet provides
public access to information about the
data dissemination practices of sub-
scribing member countries or territor-
ial entities. These subscribers
undertake to follow sound practices
regarding (1) the coverage, periodic-
ity, and timeliness of the data;
(2) access by the public; (3) the
integrity of the data; and (4) the qual-
ity of the disseminated data. The bul-
letin board posts information on the
practices of subscribers in each of these
areas—the so-called metadata.
Countries and entities that had sub-
scribed to the Special Standard by the
end of April 1997 are listed below, and

subscribers for which metadata had been
posted are indicated with an asterisk:

Argentina*  Australia Austria
Belgium Canada* Chile*
Colombia*  Croatia* Denmark*
Finland* France* Germany
Hong Kong,

China* Hungary* Iceland
India Indonesia Ireland*
Israel* Italy* Japan*
Korea Latvia Lithuania*
Malaysia* Mexico* Netherlands*
Norway™* Peru* Philippines*
Poland* Singapore*  Slovak

Republic
Slovenia* South Africa* Spain
Sweden* Switzerland* Thailand*
Turkey* United United
Kingdom*  States*

Electronic links (hyperlinks) between
the bulletin board and actual data on
national data sites were also established
by the end of April 1997. These hyper-
links allow data users to move quickly
between the bulletin board, which
describes the statistical practices of sub-
scribers, to their actual data. At the end
of the financial year, such links were in
place for Canada; Hong Kong, China;
Israel; Mexico; Singapore; South
Africa; and Switzerland. The existence
of such links is not intended to signal
Fund endorsement of the data. Data
users can access the DSBB at the Inter-
net address (http:/dsbb.imf.org) or
through the Fund’s public Internet site
(http: /www.imf.org). (See also
Box 11 in Appendix I1V.)



Box 5
Fund Facilities and Policies

The Fund provides financial assistance
to its members through several facilities
and policies tailored to members’
needs. The size of the Fund’s financial
support and the conditionality attached
to it vary according to the nature of the
macroeconomic and structural prob-
lems that the member seeks to address
and the Fund facility or policy designed
to meet this need. Access to Fund
resources is determined in relation to a
member’s quota. In October 1994—in
order to give confidence to members
that the Fund would be able to
respond quickly and on an appropriate
scale in support of strong programs of
economic adjustment—the Board
increased for three years the annual
access limit in the General Resources
Account from 68 percent to 100 per-
cent of quota, while keeping the cumu-
lative access limit unchanged at 300
percent of quota.

Regular Facilities
Credit Tranche Policies. The Fund’s
credit under its regular facilities is made
available to members in four tranches
or segments of 25 percent of quota
each. For first credit tranche purchases,
members are required to demonstrate
reasonable efforts to overcome their
balance of payments difficulties. Upper
credit tranche purchases are normally
associated with Stand-By Arrange-
ments. These typically cover periods of
one to two years and focus on macro-
economic policies—such as fiscal, mon-
etary, and exchange rate policies—
aimed at overcoming balance of pay-
ments difficulties. Performance criteria
to assess policy implementation—such
as budgetary, credit, and external debt
ceilings and targets for reserves—are
applied during the period of the
arrangement, and purchases are made
in quarterly installments. Repurchases
are made in 3% to 5 years.

Extended Fund Facility. In addition
to Stand-By Arrangements, the Fund

makes credit available for longer peri-
ods under Extended Fund Facility
arrangements. Under this facility, the
Fund supports medium-term programs
that generally run for three years (up
to four years in exceptional circum-
stances) and are aimed at overcoming
balance of payments difficulties stem-
ming from macroeconomic and struc-
tural problems. Typically, a program
states the general objectives for the
three-year period and the specific poli-
cies for the first year; policies for sub-
sequent years are spelled out in
program reviews. Performance criteria
are applied, and repurchases are made
in 4Y5 to 10 years.

Special Facilities

Compensatory and Contingency
Financing Facility (CCFF). The pur-
pose of this facility is twofold. The
compensatory element provides
resources to members to cover short-
falls in export earnings and services
receipts and excesses in cereal import
costs that are temporary and arise from
events beyond their control. The con-
tingency element helps members with
Fund arrangements to maintain the
momentum of reforms when faced
with a broad range of unforeseen
adverse external shocks, such as
declines in export prices, increases in
import prices, and fluctuations in
interest rates. Repurchases are made in
3V to 5 years.

Buffer Stock Financing Facility. Un-
der this facility the Fund provides
resources to help finance members’
contributions to approved buffer
stocks. Repurchases are made in 3%4 to
5 years.

Emergency Assistance

In addition to balance of payments
support under its regular and special
facilities, the Fund provides emergency
assistance in the form of purchases to
help members overcome balance of

payments problems arising from sud-
den and unforeseeable natural disasters
or in postconflict situations. Such pur-
chases involve neither performance cri-
teria nor, normally, the phasing of
disbursements. Repurchases must be
made in 3% to 5 years.

Facilities for Low-Income Countries

Structural Adjustment Facility (SAF)
and Enhanced Structural Adjustment
Facility (ESAF). Under these facilities
the Fund provides resources on con-
cessional terms to support medium-
term macroeconomic adjustment and
structural reforms in low-income
countries facing protracted balance of
payments problems. The member
develops and updates, with the help
of the staffs of the Fund and the
World Bank, a medium-term policy
framework for a three-year period,
which is set out in a policy framework
paper. Within this framework, detailed
yearly policy programs are formulated
and are supported by SAF or ESAF
drawings. SAF and ESAF programs
include quarterly benchmarks to assess
performance. The rate of interest on
SAF and ESAF loans is 0.5 percent,
and repayments are made in 5% to

10 years.

ESAF arrangements differ from SAF
arrangements in the scope and strength
of structural policies, and in terms of
access levels, monitoring procedures,
and sources of funding. All available
resources under the SAF were fully uti-
lized as of December 1995, and no fur-
ther SAF commitments are expected.
There was broad consensus in the
Board at an April 1995 meeting that an
ESAF-type facility should continue to
be available, provided that the revolv-
ing nature of the Fund’s resources and
the monetary character of the Fund
were respected. Directors also agreed
that the basic modalities of the existing
ESAF had worked well and should be
retained.



Box 6

Group Travel by Executive Directors

A trial program of group travel by
Board members during 1996/97 was
initiated to broaden Directors’ under-
standing of the economic problems
and policies in individual member
countries.

Such travel by groups of up to five
Directors would, in the Board’s view,
enable Directors to observe at first
hand economic conditions in Fund
member countries they might not oth-
erwise have an opportunity to visit. As
a result, they would gain a better
understanding of the economic situa-
tion in these countries, the policy chal-
lenges facing the authorities—including
political and social issues—and the
authorities’ responses to these chal-
lenges. This improved understanding
would enable Directors better to con-
tribute to the Board’s discussions on
country items relating to surveillance
and the use of Fund financial resources
and, consequently, enhance the overall
effectiveness of the Fund’s work.

During the trial program, Directors
participated in two group travel visits.
The first group of Directors, in June
1996, went to Egypt, Jordan, and the
Republic of Yemen, spending two to
three days in each country. The sec-
ond, in October, traveled to Georgia,
Hungary, and Ukraine. During both
visits, Directors met not only with gov-
ernment and central bank officials who

were already familiar with the Fund’s
work, but also with representatives of
other groups, such as political parties,
the private sector, employer and
employee organizations, nongovern-
mental organizations, and the news
media. These contacts included press
conferences, meetings with representa-
tives of both governmental and opposi-
tion parties, and travel outside the
capital city.

The Board considered the report of
the group that traveled to the Middle
East in September 1996. Participants
in the visit commented that their on-
site experience increased their under-
standing of the three countries’
economic and political situations. Such
visits “humanized” the Fund’s image,
in their view, and helped to promote a
better understanding of the institution.
Participants noted that it was impor-
tant to include in a group visit at least
one Director from a program country
and said they found value in meeting
with a wide variety of political parties
and interest groups, including repre-
sentatives of opposition parties. Board
members generally expressed support
for group travel, while agreeing on the
need to avoid weakening staff and
management negotiations with the
countries that were visited. The trial
group travel program will be kept
under review by the Board.



Box 7
External Evaluation of ESAF

In October 1996 Directors approved
an evaluation of several aspects of
ESAF-supported programs to be
undertaken by independent external
experts. These experts are Dr. Kwesi
Botchwey, Harvard Institute for Inter-
national Development; Professor Paul
Collier, Oxford University; Professor
Jan Willem Gunning, Free University,
Amsterdam; and Professor Koichi
Hamada, Yale University.

The project, which will be under-
taken in the framework of Fund policy
for the evaluation of key Fund instru-
ments, is being coordinated by a
group of Directors on behalf of the
Board. The experts are to concentrate

particularly on three topics related to
ESAF-supported programs: develop-
ments in countries’ external positions;
social policies and the composition of
government spending; and the deter-
minants and influence of differing
degrees of national ownership of the
programs. The experts are to have full
access to all information in the Fund
and have been invited to conduct all
consultations they judge appropriate.
They are expected to complete their
report by the end of 1997.

It is intended to undertake other
evaluations, which will also be coordi-
nated by a group of Directors on
behalf of the Board.



Box 8
Operational Budget

In accordance with principles laid out
in the Fund’s Articles of Agreement,
the Board adopts for each upcoming
quarterly period an operational budget
specifying the amounts of SDRs and
selected member currencies to be used
in purchases, repurchases, and other
Fund financial operations and transac-
tions expected to take place during that
period.

Assessment of Members’
External Positions

A member’s currency is proposed for
inclusion for transfers (that is, to finance
the extension of credit) under the quar-
terly operational budget if the member’s
balance of payments and gross reserve
positions are judged to be “sufficiently
strong.” This assessment is made by tak-
ing account of (1) recent and prospec-
tive movements in gross reserves,

(2) balance of payments developments,
(3) the relationship of gross reserves to a
member’s imports and to its Fund
quota, and (4) developments in
exchange markets. To the extent that
recent data are available, changes in a
member’s net reserves are also taken
into account. The balance of payments
and gross reserve positions are a com-
bined concept, wherein strength in one
element may compensate for moderate
weakness in the other. Although these
indicators are used to maintain consis-

tency and equity among members, a sig-
nificant element of judgment is involved
in the assessment of the strength of a
member’s external position.

Convertibility

Members whose currencies are used in
transfers by the Fund are obliged to
convert them into one of the five freely
usable currencies at the request of pur-
chasing members. In exchange for the
use of their currencies in transfers,
“strong members” receive a claim on
the Fund in the form of a reserve
tranche position that can be drawn in
case of balance of payments need.

Guidelines on the Use of Currencies
The Board has established a set of
guidelines governing the allocation of
the amounts of currencies to be used in
both transfers and receipts under the
Fund’s operational budget. The pre-
sent guidelines call for the use of cur-
rencies on the transfers side of the
budget to be determined in proportion
to members’ holdings of gold and for-
eign exchange reserves. A limit is
placed, however, on the use of a mem-
ber’s currency in transfers so that the
Fund’s holdings of that currency do
not fall appreciably below the Fund’s
average holdings, expressed in percent
of quota, of other members’ currencies
included in the budget. The guidelines

call for transfers of U.S. dollars to be
made on the basis of ad hoc proposals,
with the aim of maintaining, to the
extent possible, the Fund’s holdings of
U.S. dollars relative to quota close to
the average level of the Fund’s hold-
ings of other members’ currencies
included for transfers in the operational
budget. On the receipts side, the
guidelines specify that the allocation of
currencies is to be made in relation to
members’ reserve tranche positions in
the Fund, up to the norm for remuner-
ation. Members that have relatively
large reserve tranche positions in the
Fund, but that are not otherwise con-
sidered sufficiently strong, may have
their currencies used with their agree-
ment on just the receipts side of the
budget to facilitate the payment of
repurchases.

The Board reviews these guidelines
periodically to ensure that the objective
of promoting “balanced positions” in
the Fund over time is achieved. On the
occasion of the last review, completed
in December 1996, it was decided to
reduce the level of the floor below
which the Fund’s holdings of a mem-
ber’s currency will not be allowed to
fall to one-half (compared with two-
thirds previously) of the average hold-
ings of currencies relative to quota of
other members included in the opera-
tional budget.



Box 9
Designation Plan

Article XIX of the Fund’s Articles of
Agreement provides for a designation
mechanism under which participants
whose balance of payments and reserve
positions are deemed sufficiently
strong are obliged, when designated
by the Fund, to provide freely usable
currencies in exchange for SDRs up to
specified amounts. The designation
mechanism ensures that, in the case of
need, participants can use SDRs to
obtain freely usable currencies at short
notice. The participant wishing to sell
SDRs in a transaction with designation
is required to make a representation to
the Fund that it has a need to use its
SDRs. While a request to sell SDRs
through designation cannot be chal-
lenged at the time of use, the Fund
examines recent developments in the
participant’s combined balance of pay-
ments and reserve position immedi-
ately afterward to determine that the
requirement of need was met—that is,
the use of SDRs was in accordance
with Article XIX, Section 3(a). If, in
the judgment of the Fund, the transac-

tion was not in accordance with that
Article, the participant may be desig-
nated to receive SDRs in order to off-
set the effect of the previous use.
Adherence to the principle of this Arti-
cle ensures that SDRs are not used
under designation for the sole purpose
of changing the composition of
reserves.

The designation mechanism is exe-
cuted through quarterly designation
plans, approved by the Board, which
list participants subject to designation
and set maximum limits to the
amounts of SDRs they can be desig-
nated to receive during the quarter.
Apart from a participant being “suffi-
ciently strong” for designation, the
amounts of designation for individual
participants are determined in a man-
ner that promotes over time equality
in the “excess holdings ratios” of par-
ticipants (that is, SDR holdings above
or below allocations as a proportion of
participants’ official gold and foreign
exchange reserves). A participant will
therefore be subject to designation if

its excess holdings ratio is below the
projected common ratio used in calcu-
lating the proposed plan. A partici-
pant’s obligation to provide currency
against SDRs in designation is limited,
however, to its holdings of SDRs not
exceeding 300 percent of its net
cumulative allocations, unless the par-
ticipant and the Fund agree to a
higher limit.

Since September 1987 there have
been no transactions with designation
because potential exchanges of SDRs
for currencies have been accommo-
dated through voluntary transactions
by agreement with other participants,
primarily the 12 participants that have
established with the Fund standing
arrangements to buy or sell SDRs for
one or more freely usable currencies at
any time, provided that their SDR
holdings remain within a certain range.
These arrangements have helped to
accommodate members’ desires to
both buy and sell SDRs and have facili-
tated the circulation of SDRs in the
system.



Box 10

External Evaluation of Technical Assistance in Monetary and Exchange Affairs

In developing the evaluation function
in the Fund (see Annual Report, 1996,
Box 13, page 219), the Board and
Fund management commissioned an
external evaluation of technical assis-
tance provided in recent years by the
Monetary and Exchange Affairs Depart-
ment (MAE). The three-member inde-
pendent panel convened in June 1995
and submitted its report in January
1996. Terms of reference for the study
were to evaluate the department’s tech-
nical assistance activities—with the
emphasis on institution building—in
terms of the quality of advice given, its
usefulness to the recipient authorities,
its adaptation to specific country cir-
cumstances, its implementation and
modes of delivery, and the coordination
of technical assistance with other related
Fund activities. The sample for the
study consisted of some 20 countries
that the panel chose from the roughly
130 members that had received techni-
cal assistance during 1992-94,1 taking
into account geographical balance and
economic size, the type and importance
of technical assistance received, and the
absence or presence of a concurrent
Fund program.

The Independent Panel’s Findings
The panel’s main findings were that
MAE technical assistance had been
critical in supporting recipients’ struc-
tural reforms in central banking and
financial markets and had made a valu-
able—in some cases essential—contri-
bution to the transition to a market
economy; that the technical assistance
had, on the whole, been relevant and
useful to recipients; and that the ana-
lytical and technical quality of the
assistance had generally been of high
standard. In the panel’s view, technical
assistance advice designed to build and
improve central banks’ capacity to
operate in a changing environment
had contributed to the countries’ abil-

1Bolivia, Bulgaria, China, Egypt, El Sal-
vador, Fiji, Guyana, Indonesia, Kyrgyz
Republic, Lithuania, Madagascar, Mongolia,
Namibia, Poland, Russia, Solomon Islands,
Tanzania, Thailand, Vietnam, and Zambia.

ity to cooperate with the Fund in
meeting performance criteria under
Fund programs and to participate in
the Fund’s surveillance function. How-
ever, full integration of technical assis-
tance with the macroeconomic work of
the Fund appeared to be harder to
achieve in cases where the economic
transformation process had been
incomplete.

In addition to recommendations tai-
lored specifically to the provision of
technical assistance by MAE, the panel
made recommendations pertaining to
the provision of technical assistance by
the Fund generally. First and foremost,
assistance should be confined to the
Fund’s areas of expertise. Second,
given the changing role of technical
assistance, such assistance—particularly
that provided to central banks—should
be viewed as self-liquidating. Third,
since provision of technical assistance at
below-market price had entailed excess
demand, alternative rationing devices—
such as positive pricing, conditionality
based on past performance in imple-
menting technical assistance, and
tranching of technical assistance
beyond some benchmark—should be
considered.

The Board’s Response

At the Board’s meeting in May 1996,
most Directors commended the panel’s
work and agreed with its findings that
the quality and usefulness of MAE’s
technical assistance had been high. In
particular, the department’s coopera-
tive program with central banks in the
transition economies had made an
essential contribution to the process of
transformation to a market economy.
The Board also concurred that certain
areas of MAE’s technical assistance
delivery could be strengthened further.
Directors supported the panel’s finding
that the scope of technical assistance be
carefully reviewed, to ensure that it
pertained to areas of core interest to
the Fund. Continued assistance in such
areas as banking supervision and
restructuring, accounting, and the pay-
ments system, in which the Fund
would play a largely coordinating role,

would be appropriate because it con-
tributed to effective macroeconomic
policy.

Directors agreed with the report’s
recommendation that the monitoring
and evaluation of MAE’s technical
assistance should be improved, and
they urged staff to enhance self-
evaluation. Directors also concurred
with the report’s emphasis on training
the staff of institutions receiving
MAE’s technical assistance. In the
Board’s view, the current framework
of courses in the context of activities
of the IMF Institute and the Joint
Vienna Institute, MAE workshops,
and the department’s training projects
with cooperating central banks—
with European Community financ-
ing—provided a solid basis on which
to build and adapt to changing
needs. The Board also agreed that
specific technical assistance activities
should in principle be self-liquidating,
but Directors recognized that
during the next several years demand
would continue to strain available
resources.

The Board gave considerable atten-
tion to the report’s proposals to ration
technical assistance, given the excess
demand, including through the intro-
duction of Letters of Intent and a cer-
tain measure of conditionality. Many
Directors took a negative view of con-
ditionality for technical assistance;
other Directors thought that the sub-
ject merited further consideration.
There was broad agreement, however,
on the importance of assessing a recipi-
ent’s track record in implementing the
recommendations of past technical
assistance before agreeing to additional
requests. A number of Board members
stressed that further consideration
should be given to the issue of the
pricing of technical assistance. Other
Directors pointed out that technical
assistance was recognized as one of
the Fund’s core activities alongside
surveillance, to which no charge was
applied; further, it was precisely those
countries with the least ability to pay
that needed technical assistance the
most.



Box 11
Fund’s Public Web Site

To broaden general knowledge about
the institution and its work, a selec-
tion of Fund information was made
publicly accessible on the Internet
and World Wide Web beginning in
1994795 (see Annual Report, 1995,
page 197). Since then, the Fund’s use
of this rapidly evolving electronic
medium has grown markedly. An

internal web site, giving Fund staff
easy on-line access to a wealth of
institutional information and data,
was opened in April 1996. The
Fund’s public web site, created and
maintained by the External Relations
Department in cooperation with
other departments, opened in Sep-
tember 1996 at the address

http:# www.imf.org. The contents of
the site are fully indexed, cross-
referenced, and searchable, and users’
comments are invited. From the
home-page menu (see figure), hyper-
text links lead to various submenus
that in turn connect with other links
and sites, many of them also indexed
and searchable.

Fund’s Home Page on the World Wide Web:

http:#Zwww.imf.org
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Box 12

Departments of the Fund and Their Major Responsibilities

The Fund’s departmental structure sup-
ports its major activities in the areas of
surveillance, the use of Fund resources,
and technical assistance (see Figures 12
and 13). Surveillance-related activities,
including multilateral surveillance work
and the data dissemination initiative,
form the largest category of the Fund’s
work load, directly absorbing about 28
percent of Administrative Budget
resources. Use of Fund resources work
comprises about 26 percent of adminis-
trative costs. Technical assistance and
training, mainly in the central banking,
fiscal, and statistical fields, uses about 14
percent of administrative resources.
Other activities include administrative
support, support for the Board of Gov-
ernors and Executive Board, training,
professional development, and related
activities, and external relations.

Area Departments

The area departments advise manage-
ment and the Board on the economies
and economic policies of the countries
in their areas, assist in the formulation of
Fund policies toward these countries,
and carry out these policies. Area depart-
ment staff also negotiate arrangements
for the use of Fund financial resources
and review performance under Fund-
supported arrangements. Together with
other departments, the area departments

provide member countries with policy
advice and technical assistance, and
maintain contact with regional organiza-
tions and multilateral institutions in their
areas.

Much of the Fund’s bilateral surveil-
lance work is carried out by the area
departments through their direct con-
tacts with member countries, supple-
mented by staff in functional
departments. To strengthen surveillance,
particular attention is given to those
economies that are of systemic impor-
tance to the international monetary sys-
tem. In addition, more than 70 staff
members are assigned to member coun-
tries as resident representatives.

Functional and Special Services
Departments

The Fiscal Affairs Department is
responsible for all activities involving
the public finance of member countries.
It participates in area department mis-
sions on fiscal issues, reviews the fiscal
content of Fund policy advice and of
Fund-supported adjustment programs,
and provides technical assistance in
public finance. It also conducts research
and policy studies on fiscal issues, as
well as on income distribution and
poverty, social safety nets, public expen-
diture policy issues, and the
environment.

The IMF Institute provides technical
assistance through training officials of
member countries, particularly develop-
ing countries, in such topics as financial
programming and policy, external sector
policies, balance of payments methodol-
ogy, national accounts and government
finance statistics, and public finance.

The Legal Department advises man-
agement, the Board, and the staff on the
applicable rules of law. It prepares most
of the decisions and other legal instru-
ments necessary for the Fund’s activities.
It serves as counsel to the Fund in litiga-
tion and arbitration cases, provides tech-
nical assistance on legislative reform, and
responds to inquiries from national
authorities and international organiza-
tions on the law of the Fund.

The Monetary and Exchange Affairs
Department provides technical assistance
to central banks in such areas as mone-
tary and exchange rate policies, banking
supervision, and prudential regulation,
and on issues related to payments sys-
tems. Experts are assigned to central
banks requesting technical assistance.
The department works with area depart-
ments by reviewing topics in its area of
expertise in the context of surveillance
and requests for the use of Fund
resources. It also contributes to the exer-
cise of Fund jurisdiction on exchange
practices and restrictions.



The Policy Development and Review
Department plays a central role in the
design and implementation of Fund
financial facilities and operations, in sur-
veillance policies, and in other areas.
Together with the Research Depart-
ment, it takes a lead in the areas of mul-
tilateral surveillance, policy
coordination, and associated review and
support activities. With area depart-
ments, it helps to mobilize other finan-
cial resources for members using Fund
assistance, including work on debt and
program financing (through the Paris
Club and international banks).

The Research Department carries out
policy analysis and research in areas
relating to the Fund’s work. The depart-
ment plays a prominent role in the
development of Fund policy concerning
the international monetary system and
surveillance. It cooperates with other
departments in formulating the Fund’s
policy advice to member countries. It
also coordinates the semiannual World
Economic Outlook exercise and the
International Capital Markets report, as
well as analysis for the Group of Seven
policy coordination exercise and for the
Board’s seminars on World Economic
and Market Developments. The depart-
ment also develops the Fund’s contacts
with the academic community and with
other research organizations.

The Statistics Department maintains
a database of country, regional, and
global economic and financial statistics

and reviews country data in support of
the Fund’s surveillance role. It is also
responsible for developing statistical
concepts in balance of payments, gov-
ernment finance, and money and finan-
cial statistics, and for producing
methodological manuals. The depart-
ment provides technical assistance and
training to help members develop statis-
tical systems and produces the Fund’s
statistical publications. In addition, it is
responsible for the development and
maintenance of standards for the dis-
semination of data by member
countries.

The main functions of the Trea-
surer’s Department are formulating the
Fund’s financial policies and practices;
conducting financial operations and
transactions in the General Department,
SDR Department, and Administered
Accounts (including the ESAF Trust
and related accounts); controlling
expenditures under the administrative
and capital budgets; and maintaining the
Fund’s accounts and financial records.
The department’s responsibilities
include work on quotas, borrowing, the
Fund’s liquidity, the Fund’s policies on
the SDR, its policies on its currency and
gold holdings, and its policies on
accounting and on financing its capital
projects and expenditures.

Information and Liaison

The External Relations Department is
responsible for the editing, production,

and distribution of the Fund’s nonstatis-
tical publications; providing information
services to the press and the general
public; and maintaining contacts with
nongovernmental organizations and
parliamentary bodies.

The Fund’s offices for Asia and the
Pacific, in Europe, in Geneva, and at the
United Nations maintain close contacts
with other international and regional
institutions in the areas of their
responsibilities.

Support Services

The Administration Department man-
ages recruitment, training, and career
planning programs; supervises the oper-
ation of the headquarters building and
leased space; provides administrative ser-
vices to the Fund; and administers the
Joint Fund-Bank Library.

The Secretary’s Department assists
management in preparing and coordi-
nating the work program of the Board
and other official bodies, including
scheduling and assisting in the conduct
of Board meetings. The department also
manages the Annual Meetings, in coop-
eration with the World Bank, and is
responsible for the Fund’s archives,
communications, and security program.

The Fund’s bureaus and offices are
responsible for such aspects as computer
services, language services, auditing,
budget matters, technical assistance,
work practices, and investments under
the staff retirement plan.
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