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Message from the
Director

am pleased to present the ninth Annual Report of the Independent Evaluation Office

(IEO), describing activities during the year from May 1, 2011, to April 30, 2012.

Last year marked the IEO’s tenth anniversary. To reflect on its first decade, the IEO
organized a conference on December 6, 2011 that brought together IMF Management,
Executive Board members, senior staff, and external stakeholders, as well as current and
past | EO teams. Participants discussed what the |[EO has achieved so far and how the IEO
can contribute further to the effectiveness and legitimacy of the IMF.

I'n opening the conference, | recollected that the |EO was created to strengthen learning
and accountability at the IMF, and to enhance understanding among external stakehold-
ers of how the institution works. These tasks are even more important today, when the
legitimacy of, and trust in, the IMF are more critical than ever asit plays acentral rolein
helping stabilize the world economy.

Since 2001, the IEO has produced 18 evaluation reports aimed at strengthening over-
sight, learning, and transparency—albeit with different emphases. A number of messages
have recurred over time, including the need to: strengthen governance and clarify roles
and responsibilities within the IMF; apply policies and frame advice with greater even-
handedness across the membership; provide incentives for staff to express alternative
views internally and to raise difficult issues with country authorities; and better integrate
analytical and operational work across departments, promoting more cooperation, fewer
turf battles, and less silo-behavior.

The IEO itself has evolved over the decade. Following the external evaluation in 2006,
the IEO has sought to place more emphasis on big policy issues, to target messages more
carefully to the Executive Board and authorities; and to prepare more concise reports.

In reflecting on the office's work, conference participants expressed the strong sense that
the IEO had demonstrated true independence, producing quality reports that have had an
impact on the IMF. The Managing Director emphasized the importance of the IEO and
looked forward to the IEO continuing to produce honest, fair, and demanding analyss.
Several Executive Directors underscored that effective evaluation depends on engagement of
all partiesinvolved. They stated that the IEO’s independence and internal access are crucial
featuresthat further both learning and oversight, and enhance the Fund's external credibility.

Conference participants also suggested lessons for the IEO and ways to enhance its
work—including by evaluating IMF activities and performance with less of alag, while
still making sure that it does not interfere with IMF operations; and by making greater
efforts to disseminate | EO work within and outside the IMF. Participants also reiterated
weaknesses in the framework for implementation and monitoring of follow-up on Board-
endorsed recommendations. (Thisissue is discussed further in Chapter 3 of this report.)

During FY2012, the IEO issued the report on its evaluation of Research at the IMF:
Relevance and Utilization. The evaluation found that the IMF's vast body of research
includes many high-quality products, many of which are widely read in member countries
and play a significant role in policymaking—particularly the World Economic Outlook
and the Global Financial Stability Report. At the same time, the evaluation found that
there is significant scope to improve the relevance and quality of IMF research, and thus
enhance its utilization. The report identified anumber of stepsto thisend, including: early
consultation with country authorities on research themes, better country and institutional
contextualization, and clearer standards for quality control.
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Of particular importance, the Research evaluation found that many studies had
conclusions and recommendations that did not appear to flow from the analysis, while
other studies seemed to be designed with the conclusions in mind. Moreover, there was a
widespread view among |MF staff that research findings need to be aligned with current
IMF policies. Thereport called on IMF Management and the Executive Board to cultivate
an open, independent, and innovative research environment, explicitly encouraging staff
to explore differing and alternative views. It also recommended greater consultation and
cooperation with country authorities, and an enhanced quality review process.

The findings and recommendations of this evaluation report, as well as the Executive
Board's discussion, are described in Chapter 2. Chapter 2 also reports on the Management
Implementation Plan for the IEO report on IMF Performance in the Run-Up to the Finan-
cial and Economic Crisis. IMF Surveillance in 2004—07. Also during FY 2012, the IEO
advanced its work on three new evaluations: “International Reserves. IMF Concerns and
Country Perspectives,” “ The Role of the IMF as Trusted Advisor;” and “An Assessment of
Self-Evaluation Systems.” These evaluations are described briefly in Chapter 4. We expect
to issue these evaluation reportsin FY2013.

The process of follow-up on IEO conclusions and recommendations, and monitoring
thereof, remain areas of concern for the IEO and the Executive Board of the IMF. Dur-
ing the past year, this was reflected in the back and forth discussions on Management
Implementation Plans and the Periodic Monitoring Report, described in some detail in
this Annual Report. On May 22, 2012, after the start of FY 2013, the IMF Executive Board
approved terms of reference for the second external evaluation of the IEO and identified
the adequacy of the evaluation process, including follow-up, as an areato be assessed. The
IEO looks forward to the conclusions of the external evaluation on this and other issues,
which should serve to strengthen the process of independent evaluation at the IMF.

As we begin a second decade of independent evaluation at the IMF, the |IEO remains
committed to helping enhance IMF effectiveness in these challenging times.

Moises J. Schwartz
Director
Independent Evaluation Office



CHAPTER

I Overview of Developments

in FY2012

uring financial year 2012, the IMF Execu-

tive Board discussed the IEO evaluation of
Research at the IMF: Relevance and Utilization.
Directors also considered the Fourth Periodic Moni-
toring Report (PMR) on the Status of Implemen-
tation Plans in Response to Board-Endorsed 1EO
Recommendations. In December 2011, the IEO
hosted a conference to mark the conclusion of itsfirst
decade of operations. Work also continued on three
evaluations: “International Reserves: IMF Concerns
and Country Perspectives;,” “The Role of the IMF
as Trusted Advisor;” and “An Assessment of Self-
Evaluation Systems.”

This chapter summarizes overall developments in
the financial year. Chapter 2 summarizes the find-
ings and recommendations of the Research evaluation
and the Board discussion of this evaluation—as well
as the Board discussion in very early FY2013 of the
Management Implementation Plan (MIP) for the IEO
evaluation of The IMF’s Performance in the Run-Up
to the Financial and Economic Crisis. IMF Surveil-
lance in 2004—07. Chapter 3 discusses cross-cutting
issues related to |EO work. Chapter 4 addresses ongo-
ing evaluations.

Monitoring the Implementation of IEO
Recommendations

Asof end-FY2012, the MIPs for the two most recent
|EO evaluations had not yet been agreed by the Board.
IMF staff provided arevised M1P for the Financial and
Economic Crisisevaluation on December 22, 2011 The
Evaluation Committee discussed the revised MIP on
January 24, 2012; the full Board discussed and agreed
to the MIP on May 25, 2012—after the end of FY2012.
(See discussion in Chapter 2) On June 18, 2012,

! The Evaluation Committee discussed an initial MIP in April
2011 but agreed to postpone formal consideration of the implemen-
tation plan for this evaluation until after completion of the 2011
Triennial Surveillance Review. See Chapter 2 for further details.

IMF staff circulated to the Evaluation Committee a
MIP on the Research evaluation.?2 The MIP will be
reviewed by the Evaluation Committee at a date to be
determined and will subsequently be considered by
the full Board.

The Fourth PMR, which was presented by staff near
the end of the previous financial year in March 2011,
was discussed by the Evaluation Committee on July
26, 2011. This PMR concluded that key performance
benchmarks related to the IEO evaluation of IMF
Involvement in International Trade Policy Issues had
been met, or were on track for timely completion. It
also concluded that there were no outstanding bench-
marks to be reviewed in the next PMR, although it
stated that the next PMR will provide further updates
as necessary on broader issues raised in the context
of the Fourth PMR. The Fourth PMR also provided
a brief update on several issues that the Evaluation
Committee identified as needing further reflection
and future work when it discussed the previous PMR,
including the status of upgrades to the database to
monitor IMF-supported arrangements (MONA), and
measures to ensure longer country assignments. How-
ever, the Fourth PMR did not address two additional
issues that the Evaluation Committee had also high-
lighted: the treatment of confidential information in
ArticlelV staff reports, and the process for monitoring
implementation of IEO recommendations in the Gov-
ernance evaluation.

The Evaluation Committee broadly endorsed the
Fourth PMR's assessment that key performance bench-
marks related to the MIP for the Trade evaluation had
been met or were on track for timely completion and that
there were no outstanding benchmarks to be reviewed
in the next PMR. However, looking beyond implemen-
tation of the Trade MIP, the Committee considered
that further work was needed to address staff mobility,
an issue raised more than once in IEO evaluations.

2 The Research evaluation was issued by 1EO in May 2011 and
discussed by the Board in June 2011.



CHAPTER | « OVERVIEW OF DEVELOPMENTS IN FY2012

The Committee also called for expansion of monitor-
ing in subsequent PMRs to highlight the status of past
implementation plans, and thereby to facilitate an over-
all assessment by the Board of how effectively |EO rec-
ommendations were being implemented. In addition,
the Committee agreed on the need to strengthen the
process for endorsing | EO recommendations, aswell as
related follow-up. Nonetheless, the Evaluation Commit-
tee recommended Board approval of the Fourth PMR
on a lapse-of-time basis; this approval took place on
August 26, 2011.

Budget and Staffing

In FY2012, the IEO expended approximately 97
percent of its total budgetary resources, including the
approved budget amount and the resources carried for-
ward from FY 2011 as authorized. Appendix 1 details
the IEO budget and expenditures. In sum, vacancies
amounted to about one and one-half staff years over
the course of the financial year. Thislevel of vacancies
iswithin the range of what could be expected in asmall
organization with structural difficulties in recruitment
and retention, as discussed in past Annual Reports.
Spending on staff was thus less than budgeted, while
spending on contractual services and travel was higher
than the budgeted level. In addition, the timing of
several publications dlipped beyond FY 2012, resulting
in a shortfall in expenditure on publications that will
likely be offset by increased spending in this area in
FY2013.

On April 10, 2012, the IMF's Executive Board
approved the IEO budget proposal for FY 2013 of $5.5
million, consistent with zero real growth over FY2012.
This proposed budget, along with unspent funds carried

over from the FY 2012 budget,® will allow the IEO to
implement its planned work program for FY2013—
namely to complete three ongoing evaluations as indi-
cated above and to launch two new evaluations. The
IEO also presented indicative budgets for FY2014 and
FY 2015, based on zero real growth.

Outreach and Communication
Activities

Thel EO continued to follow through on therecommen-
dations of the 2006 External Evaluation report to engage
in outreach as a “necessary tool” to inform stakeholders
about | EO analyses and findingsin order to increase their
impact. The | EO recently revamped its website. The new
design is more user-friendly, facilitating access to com-
pleted evaluations, issues papers for ongoing evaluations,
the |EO work program, and other |EO publications. The
IEO also publishes a semiannual newdetter, available in
English, French, Portuguese, Russian, and Spanish.

To publicize and encourage discussion of its work,
the | EO organized or participated in a number of events
in FY2012, listed in Appendix 2. Of note, the IEO
organized a conference in December 2011 to reflect on
its first decade of operations. At the conference, Exec-
utive Directors, IMF Management, senior staff, and
external stakeholders came together to discuss what the
IEO has achieved and how it can further contribute to
the effectiveness of the IMF. The conference agenda,
opening remarks by IEO Director Moises Schwartz,
and videos of each session are available on the IEO
website (see www.ieo-imf.org).

3 The IEO is authorized to carry forward unspent funds up to a
limit of 5 percent of the previous year's budget.
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2 Recently Completed Evaluations
and Follow-Up on Past Evaluations

uring FY2012, the IEO issued the report on its

evaluation of Research at the IMF: Relevance
and Utilization, which was discussed by the Executive
Board on June 13, 2011.

Research at the IMF: Relevance and
Utilization

This evaluation examined the research produced
at the IMF between 1999 and 2008, focusing on the
relevance and utilization of the research, particularly
as seen by authorities in member countries. It also
examined the technical quality and the management
of research activities. Research was defined broadly
to capture most analytical publications of the IMF,
ranging from surveillance-oriented output to more
academically-oriented output—together comprising a
body of research of about 650 publications annually, at
acost of about 10 percent of the IMF budget.

Findings and conclusions

The evaluation found that the IMF produced a vast
body of research that was widely read, included a large
number of high-quality and very useful publications,
and was appreciated by country authorities and the
research community. This was particularly true for the
World Economic Outlook (WEQO) and Global Financial
Sability Report (GFSR), but also for many other publi-
cations. Given the attention they received from member
country authorities, IMF research publications played a
significant role in policymaking and were relied upon
by authoritiesin their discussions with IMF staff. IMF
research was also influential among other international
organizations, academics, and think tanks.

At the sametime, the evaluation found that there was
significant scope to improve the relevance and quality
of IMF research, and hence enhance utilization.

First, the relevance of research was often hampered
by the lack of early consultation with country author-
ities on research themes and by a lack of sufficient
country and institutional context. Also, authorities
indicated that some important issues, such as macro-
financial linkages and aspects of monetary policy,
were not adequately covered. A magjority of country
authorities reported that they were not consulted on the
choice of topicsfor Selected | ssues Papers (S Ps), which
also used analytical frameworks poorly suited to their
countries situation and did not reflect a good knowl-
edge of local ingtitutions. In regions other than Africa,
authorities indicated that generic regional analysis and
an absence of in-depth comparative or cross-country
research limited the usefulness of Regional Economic
Outlooks (REOs). And many country authorities were
also disappointed by the small amount of collabora-
tion on research projects between local researchers and
the IMF.

Second, the technical quality of IMF research publi-
cations was quite diverse. The WEO, GFSR, and exter-
nal publications were generally of high and consistent
technical quality. On the other hand, the quality of SIPs
and Working Papers (WPs), which were not subject to
arigorous quality review, was lower and more variable.
Some WPs made a contribution to the literature and
were extensively cited, and most other WPs and SIPs
were of adequate quality. The quality of other WPs and
SIPs, as well as some analytical chapters of the REOs,
however, was below satisfactory. Thiswas found to be a
serious concern, as most country authorities perceived
these publications as having been closely reviewed, if
not endorsed, by the IMF and accordingly took their
findings and recommendations into account in policy
analysis. Low-quality publications also negatively
affected the reputation of all research. The evaluation
found that short time frames and limited resources con-
tributed to the low quality of some publications, par-
ticularly SIPs, as did the absence of IMF-wide quality
standards or a uniform review process.
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Third, there was a widely held perception that IMF
research was message-driven. About half of the author-
ities held this view, and more than half of the staff
indicated that they felt pressure to align their conclu-
sions with IMF policies and positions. Policy recom-
mendations provided in some research publications
did not follow from research results. Further, a num-
ber of country authorities and researchers noted that
IMF research tended to follow a pre-set view with pre-
dictable conclusions that did not allow for alternative
perspectives—detracting from the quality and credibil-
ity of studies and reducing their utilization.

In addition, the evaluation found that it was dif-
ficult for country authorities and IMF staff alike
to distill relevant findings and policy implications
from IMF research, given its large volume and the
lack of a simple way to search through the IMF's
research outputs. And finally, the evaluation found
IMF-wide leadership of research lacking. Research
activities were highly decentralized, with very lim-
ited coordination across departments and no mecha-
nism to set IMF-wide priorities or quality standards.
Collaboration among staff across departments was
limited and mostly based on personal relationships.
Many agreed that there was scope to better prioritize
research activities across the IMF and to improve
quality assurance.

IEO recommendations

The evaluation presented four main categories of
recommendations aimed at addressing the shortcom-
ings identified.

To enhance the relevance of research, the IMF should:

e Conduct a periodic strategic review of the function
and uses of its research product lines to establish
whether they should be strengthened, redesigned, or
discontinued. An indicative medium-term research
agenda should be prepared in consultation with
member countries and the Executive Board. This
agenda should be made publicly available. It should
not be seen as excluding research on other themes
and areas.

e Make it standard practice to consult with authori-
ties on research topics and to discuss prelimi-
nary results with authorities and other in-country
experts, in order to enhance the country and insti-
tutional context of research, particularly SIPs.

Longer country assignments by mission members
would also enable greater familiarity with country
conditions, as would collaboration with authorities
on research projects.

To enhance the technical quality of analytical work,
the IMF should:

e Allocate adequate time and resources to each
research project, even if this leads to fewer publi-
cations.

 Establish clear standards for technical quality of
different research products. Strengthened quality
assurance and review processes should be intro-
duced to this end. For example, WPs could be
subjected to awell-structured external peer review,
to help promote greater openness to new and alter-
native ideas, as well as to weed out low-quality
products.

e Strengthen incentives to improve the quality
of research. For example, Management should
clarify that staff annual performance evaluations
will assess the quality of research as well as the
quantity.

To promote openness to alternative perspectives, the
IMF should:

e Allow researchers to explore issues without pre-
conceived conclusions or messages. The Board,
Management, and senior staff should actively
foster an environment that encourages innovative
research and should establish incentives for staff
to pursue such research. After a thorough qual-
ity review, staff should be able to publish WPs
and other academic-style products even when the
results of their analysis are not well aligned with
messages in surveillance documents.

To improve the management of IMF research, IMF
Management should:

* Designate a senior staff member to be the leader
and advocate of research activities across the IMF.
This leader would be responsible for coordinat-
ing research activities across the IMF, including
by setting standards for quality review processes
and publication policies and promoting openness
to alternative perspectives. The coordinator should
report annually to member countries and the Board
on research priorities and achievements.
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Management and staff response

IMF Management found the | EO evaluation to reflect
a balanced assessment of Fund research and welcomed
its constructive recommendations. The Acting Manag-
ing Director also noted progress made by staff since
the conclusion of the review period in tackling relevant
policy issuesin their research work.

IMF staff welcomed the overall findings and agreed
that a number of key issues required further consid-
eration, including suggestions for periodic strategic
reviews of research, better allocation of resources to
research projects, enhanced review processes, and
vigilance against the risk of message-driven research.
They noted that it is particularly important that IMF
researchers not feel that they need to toe a line or tilt
empirical results. At the same time, they expressed
concern that a medium-term research agenda may limit
flexibility and could be quite bureaucratic, that consul-
tation on research topics with authorities should vary by
product, and that coordination of research could stifle
individual research efforts.

Executive Board discussion

The IMF Executive Board discussed the evaluation
on June 13, 2011. Following are key excerpts from the
Summing Up of the Board discussion.

Executive Directors welcomed the 1EO report, noting
that it provides a balanced assessment of the quality, rel-
evance, management, and utilization of IMF research. ...

Noting that IMF research is of uneven quality and
perceived to be message-driven, however, Directors saw
scope for enhancing the relevance and technical quality
of the analytical work, openness to alternative points of
view, and coordination of research activities across the
ingtitution. Directors looked forward to considering con-
crete steps to take forward the IEO recommendations,
complementing efforts underway.

Directors broadly shared the main IEO findings.
They concurred that, while global and core macroeco-
nomic issues were adequately covered in IMF research,
up until 2008, there were some gaps in the coverage of
macro-financial linkages and capital account issues. They
acknowledged, however, that efforts since then have nar-
rowed these gaps, and urged staff to build on this prog-
ress. Directors also noted gaps in country-level research,
especially for low-income countries where the influence of
IMF research on policymaking is greatest. . ..

Directors considered worrisome the finding that there
isawidely held perception that IMF research is message-

driven, or that policy conclusions do not always fol-
low from the analysis. While recognizing that research
produced by the IMF will inevitably carry policy
messages—especially surveillance-oriented research—
they considered it critical for the credibility of the insti-
tution that the conclusions of in-house research are not
biased by the IMF's position on the subject or exces-
sively influenced by other work done internally, and,
conversely, that its policy advice is grounded on robust
analysis. In this context, many Directors underlined the
importance of addressing concerns about the internal
culture and institutional values—identified in previous
IEO evaluations—with a number of Directors regard-
ing staff diversity in terms of academic background and
professional experience as critical in this regard. More
broadly, Directors stressed that M F research should aim
primarily at improving the analytical tools for the IMF to
carry out its core mission.

Directors agreed on the need for improved dissemina-
tion of IMF analytical work, allowing a wider group of
stakeholders to distill relevant lessons and increasing its
contribution to the policy debate....

Directors broadly endorsed the main recommendations
of the IEO, and looked forward to further analysis and
discussion in the context of the forthcoming Management
Implementation Plan.

Directors generally saw merit in conducting a periodic
strategic review of research products. Management and
staff were encouraged to focus on how best to allocate
resources among the various research product lines...and
to strengthen quality controls, the internal review pro-
cess, and incentives to enhance the technical content of
research, while taking into account budget constraints.
More specifically, some Directors suggested re-examining
the value-added of Regional Economic Outlook reports,
while afew highlighted their usefulness to intended audi-
ences. Most Directors also supported the IEO recommen-
dation to set an indicative medium-term research agenda,
possibly in consultation with member countries and the
Executive Board, although a few Directors were not in
favor of Board involvement in the agenda-setting pro-
cess. At the same time, Directors underscored the need to
retain adequate flexibility for staff to take on independent
research projects.

Directors broadly supported the IEO recommendation
to consult more with country authorities on research topics
prepared for bilateral and regional surveillance, particu-
larly for Selected Issues Papers. Recognizing that staff and
the authorities do not always agree on the prioritization of
issues, Directors agreed that staff should remain free to
research the issues that they feel are most important. Lon-
ger country assignments for mission members could facili-
tate collaboration with authorities and enhance familiarity
with country-specific conditions.
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Directors agreed on the need to improve the manage-
ment of IMF research and were open to the various pro-
posals to achieve that objective....

Management Implementation Plan and
follow-up

On June 18, 2012, IMF staff circulated to the Eval-
uation Committee a MIP on the IEO evaluation of
Research at the IMF: Relevance and Utilization—a
year after this report was discussed by the Executive
Board. The MIP will be reviewed by the Evaluation
Committee at a date to be determined, and will subse-
guently be considered by the full Board.

IMF Performance in the Run-Up to
the Financial and Economic Crisis: IMF
Surveillance in 2004-07

An initial MIP for this evaluation was prepared in
March 2011. Following an initial discussion of this
proposed MIP in April 2011, the Evaluation Com-
mittee decided to postpone formal consideration of
an implementation plan until after completion of
the Triennial Surveillance Review (TSR) then under
preparation. IMF staff subsequently outlined plans
for moving ahead in other areas (e.g., diversity, Sum-
ming Up process) that were not under discussion in
the TSR.

A revised implementation plan was prepared by staff
in December 2011, following the issuance of the TSR.
This revised MIP was discussed by the Evaluation
Committee in January 2012. At this meeting, Directors
emphasized the need for further steps to address the
conclusions of the IEO evaluation and also expressed
a desire for more information about Management’s
strategic vision oninternal reforms. The Committee also
decided that the M 1P should be considered at a meeting
of the full Executive Board. The MIP was issued to the
full Board for its consideration on February 14, 2012.

On May 25, 2012, after the close of FY2012, the
Board discussed the revised MIP, together with a

statement by the Managing Director describing some
recent initiatives undertaken to address cultural and
structural weaknesses identified in the IEO evalua-
tion. Directors generally considered that the Managing
Director’s statement and the proposed implementation
plan complemented well the action plan for the TSR,
and together should help enhance the effectiveness of
Fund surveillance.

Directors emphasized that a comprehensive long-
term approach is needed to tackle the shortcomings
highlighted in the IEO report. They broadly supported
the specific proposals in the implementation plan, and
welcomed Management’s statement on an ambitious
agenda to break down silos and promote diverse views
and candor, further advancing initiatives under way.
Directors considered that the MIP, together with Man-
agement’s proposed agenda, provided a good start and
encouraged Management and staff to continue to build
on them, and where appropriate, engage the Board in
the process.

Directors focused their discussion in particular on
actions to: encourage candor and diverse views; speak
up to power; integrate financial sector issues into mac-
roeconomic assessments; break down silos; and deliver
aclear and consi stent message on the economic outlook
and risks. Key action items included establishment of a
Board Working Group on Summings Up Review, which
was expected to provide its recommendations to Man-
agement before the 2012 summer recess.

Directors stressed the importance of monitoring and
verifying progress on all these fronts in the context of
future PMRs. They noted that changing the institu-
tional culture is a continuous, long-term process and
looked forward to revisiting this issue in one year. The
Managing Director also recognized that some Direc-
tors believed that the incremental steps already under
way and proposed may still not fully address remaining
concerns or more fundamental problems—including
governance reforms. She pledged to monitor progress
and adapt over time.

A Public Information Notice with the full Summing
Up of the Board discussion was posted on the IMF
website on June 6, 2012.
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3 Cross-Cutting Issues: The
Framework for Follow-Up
on IEO Evaluations

he effectiveness and soundness of the ingtitutional

framework for follow-up on 1EO evaluations con-
tinued to be an area of concern during FY2012. The
issue was discussed by the Board, the Evaluation Com-
mittee, Management, and staff, in addition to being the
focus of much attention during the conference that took
place on December 6, 2011, to mark the IEO's first
decade of operations. Concerns have been expressed
both about the extent of implementation of 1EO conclu-
sions and recommendations endorsed by the Board, as
well as the quality and consistency of monitoring of
this implementation. Key questions include:

e Do Summings Up of Board discussions accurately
reflect the views expressed during the Board dis-
cussion of |EO evaluations?

e Are MIPs well aligned with Summings Up and
with Board views? Do they take into account the
broad conclusions and recommendations endorsed
by the Board, in addition to specific actions?

» Are there sufficient systems in place for Manage-
ment and staff to monitor the implementation of
these conclusions and recommendations?

» Does the PMR enable the Board and other stake-
holders to understand the extent of implementa-
tion?

The current framework for following up on IEO
evaluations was put in place in January 2007. This
followed the 2006 Report of the External Evaluation
of the IEO, which identified a “clear need for more
systematic monitoring of follow-up” and called on
the Executive Board to take a lead role in this regard.
The Board subsequently adopted a framework with two
key components: (1) a forward-looking implementa-
tion plan for Board-endorsed |IEO recommendations
(MIP), to be provided by Management to the Board
soon after discussion of the evaluation; (2) a periodic
monitoring report (PMR), to be presented to the Board
about once each year, on the status of implementation
of actions agreed to implement Board-endorsed 1EO

recommendations. These reports were also intended to
indicate difficulties in implementing the original plan
and propose remedial or subgtitute actions whenever
appropriate.

As noted in past Annual Reports, the Evaluation
Committee and other Executive Directors have raised
concerns about the follow-up process since this frame-
work was put in place. Initsdiscussion of thefirst PMR
in January 2008, the Executive Board considered that
monitoring would benefit from greater specificity and
clarity of the follow-up actions required—including in
their articulation in Board discussions and Summings
Up, as well asin MIPs. In reviewing the Third PMR,
Directors noted that, on some occasions, concerns
raised by 1EO that were broadly shared by the Board
had not been addressed in implementation plans, since
a specific recommendation had not been explicitly
endorsed. Some Directors have also noted that more
needs to be done in some cases to achieve the broader
policy objectives underlying specific IEO recommen-
dations, despite the fact that agreed implementation
actions may have been completed. In discussing the
Fourth PMR (as noted in Chapter 1), the Evaluation
Committee requested that the subsequent PM R provide
updates as necessary on broader issues raised by previ-
ous evaluations.

The need to strengthen the follow-up process also
received some attention from IMF staff in FY2012. In
the revised M 1P for the Financial and Economic Crisis
evaluation, IMF staff agreed, as afirst step, to include
a comprehensive analysis of all Board-endorsed |[EO
recommendations in future PMRs. In discussing the
MIP, Directors raised a number of concerns about the
process for monitoring different strands of work to fol-
low up on this evaluation. In addition, there was also a
call for Management to develop concrete and measur-
able norms to monitor and improve the fol low-up of the
|EO’s recommendations more broadly.

In an effort to help shed light on the extent of imple-
mentation of its recommendations as well as on how
implementation is being monitored, the |EO undertook
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astudy thisyear focused on seven evaluations completed
in 2005—-09.* The study reviewed the implementation of
high-level recommendations that were endorsed, at |east
in part, by the Board.® The study concluded that most
IEO recommendations had been implemented, to dif-
ferent degrees, but that issues remained with respect to
many of these recommendations. Across the seven eval-
uations in the review sample, implementation appeared
to have proceeded consistent with the Board position
for about one-quarter of the high-level, Board-endorsed
recommendations. For an additional 50 percent, some
action had been taken, but there were issues with imple-
mentation; for instance, some actions were taken but
efforts stalled before the desired results were achieved.
For about 15 percent, minimal or no direct follow-up
action was found.® And for about 10 percent, insufficient
information was found to assess the status.

The large share of Board-endorsed recommenda-
tionswith issues still outstanding raises questions about
the follow-up process, particularly given that the study
examined only those recommendations that had been
endorsed by the Board and addressed by MIPs. It also
raises questions about the current monitoring system,

4 This study will be published as part of the forthcoming IEO

book “Independent Evaluation at the IMF: The First Decade.”

5 The IEO made 117 high-level and about 160 less critical recom-
mendationsin the 18 evaluationsit issued during 2002-11. About 85
percent of the high-level recommendations were endorsed to some
degree by the Board. In the 7 evaluations in the sample, there were
41 high-level recommendations of which 38 were endorsed by, or
received partial or nuanced support from, the Executive Board (a
higher proportion than in other IEO evaluations).

5 In some instances, IMF staff had linked particular action to
certain recommendations, but the |EO concluded that these did not
address the relevant concerns.

since recent PMRs have concluded that all key perfor-
mance benchmarks specified in earlier MIPs had either
been met or were on track for timely completion and
that there is no need to review current and past perfor-
mance benchmarks in the following PM RS

The IEO study of implementation also analyzes the
issues behind the delayed and/or halting implementa-
tion of a few recommendations. Some recommenda-
tions called for action on challenging issues, for which
IMF staff may need timeto reflect to identify solutions;
other recommendations may encounter resistance from
within or outside the IMF. The examples in the study
are illustrative and not necessarily representative, but
they may help identify weak aspects of the follow-up
framework, and may assist in contemplating necessary
changes.

Going forward, the IEO is considering revisiting the
implementation of past recommendations in a more
systematic way. The modalities for this exercise are not
yet clear, but the IEO is exploring the idea of revisiting
one or two of its early evaluations as a pilot project
in the context of the FY2013 Annual Report. Such an
exercise could examine the continued relevance of les-
sons from the corresponding evaluation in the current
context, whether recommendations remain useful, and
the extent to which they have been implemented.

7 Third and Fourth Periodic Monitoring Report on the Status of
Implementation Plans in Response to Board-Endorsed |EO Recom-
mendations, October 9, 2009 and March 14, 2011, respectively. The
Fourth PMR indicated that “the next PMR will provide further
updates as necessary on broader issues raised in the context of this
report.”
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4 Ongoing Evaluations

t the end of FY 2012 the | EO was working on three
evaluations that it expects to complete during

FY?2013:

¢ The evaluation of “International Reserves. IMF

Concerns and Country Perspectives’ examines the
conceptual basis of concerns at the IMF about the
effects of reserve accumulation on the stability of
the international monetary system, and assesses
the nature and quality of the IMF's advice on

“An Assessment of Self-Evaluation Systems.” This
evaluation will examine whether there are processes
in place for IMF Management and staff to draw les-
sons from experience by determining what works
and how; and whether and how lessons are shared
within and across units. This evaluation is the first
assessment of self-evaluation systems undertaken
within the IMF, and it will focus mainly on taking
stock of such activities, leaving an assessment of
quality and impact for future evaluations.

reserve adequacy in the context of bilateral sur-
veillance.

» Theevaluation of “ The Role of the IMF as Trusted
Advisor” examines authorities confidence in the
quality and relevance of |MF advice, together with
other factors that might influence the persuasive-
ness of advice and the desire to engage the Fund in
apolicy dialogue. It looks at the period from 2005
through the present—including the aftermath of
the global financial and economic crisis. The eval-
uation considers, in particular, whether the IMF's
role as a trusted advisor has changed relative to
the past.

Finally, the IEO is producing a volume describing
the IMF's experience with independent evaluation over
the past 10 years. In addition to the proceedings of the
December 6, 2011 conference, the volume will include
several self-evaluative papers discussing the IEO’s his-
tory, the nature and utilization of IEO reports, and the
implementation of Board-endorsed |EO recommenda
tions. The analysis prepared for this volume is part of
the IEO’'s own learning process and is aimed at enhanc-
ing |EO’s contributions to the IMF and its membership.

Table 1 shows the status of IEO evaluations com-
pleted or in progress.
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Table I. Completed and Ongoing IEO Work Program

Project

Status

Prolonged Use of IMF Resources

The IMF and Recent Capital Account Crises

Fiscal Adjustment in IMF-Supported Programs

The IMF and Argentina, 1991-2001

The IMF’s Role in PRSPs and the PRGF

IMF Technical Assistance

The IMF’s Approach to Capital Account Liberalization
IMF Support to Jordan, 1989-2004

Financial Sector Assessment Program

Multilateral Surveillance

Structural Conditionality in IMF-Supported Programs
The IMF and Aid to Sub-Saharan Africa

IMF Exchange Rate Policy Advice

Governance of the IMF

IMF Involvement in International Trade Policy Issues
IMF Interactions with Member Countries

IMF Performance in the Run-Up to the Current Financial and
Economic Crisis: IMF Surveillance in 2004-07

Research at the IMF: Relevance and Utilization
International Reserves: IMF Concerns and Country Perspectives

The Role of the IMF as Trusted Advisor

An Assessment of Self-Evaluation Systems

Completed (August 2002)
Completed (May 2003)
Completed (July 2003)
Completed (July 2004)
Completed (June 2004)
Completed (January 2005)
Completed (April 2005)
Completed (October 2005)
Completed (November 2005)
Completed (March 2006)
Completed (October 2007)
Completed (January 2007)
Completed (March 2007)
Completed (April 2008)
Completed (May 2009)
Completed (November 2009)
Completed (January 2011)

Completed (May 2011)
In progress
In progress

In progress




Appendix |

Administrative Budget: Independent Evaluation Office
(In U.S. dollars)

FY201I1 FY2012 FY2013'

Approved Approved Approved

Budget? Outturn® Budget? Outturn®* Budget?®
Total 5,432,785 5,350,186 5,508,844 5,610,094 5,542,448
Regular staff allocation 3,795,730 3,356,718 4,281,320 3,861,427 4,258,930
Discretionary budget 1,637,055 1,993,468 1,227,524 1,748,667 1,283,518

Of which:

Contractual services (including overtime) 883,104 1,226,194 602,268 1,102,719 602,268
Business travel and seminar program 537,011 599,322 402,917 468,458 411,057
Publications 148,820 75,101 105,987 15,558 16,310
Other fungible budgets 68,120 92,851 116,352 161,932 253,883

' The figures for FY2013 were estimated by Office of Budget and Planning.

2 Starting in FY2010, the IEO is authorized to carry forward unspent funds up to a limit of 5 percent of the previous year’s budget.

* |EO estimates.

“Total resources available to the IEO for FY2012 equaled $5,780,344, which included a carry forward of $271,500 from FY201 I, in addition to the approved budget.
At $5,610,094, IEO expenditures in FY2012 represented approximately 97 percent of its total resources.

5 Total resources available to the IEO for FY2013 will include an estimated carry forward of about $200,000 from FY2012, in addition to the approved budget of
$5,542,448.



Appendix 2 Outreach Activities

May 2010, Cartagena, Colombia

IEO Director’s presentation on the evaluation of IMF
Performance in the Run-Up to the Financial and Eco-
nomic Crisis: IMF Surveillance in 2004—-07 at the
91st meeting of central bank governors at the regional
association of Latin American and Caribbean central
banks (CEMLA).

June 2011, Berlin, Germany

Joint seminar with the German Federal Ministry for
Economic Cooperation and Development (BMZ) to
discussthe evaluation of IMF Research: Relevance and
Utilization and to consider issues for the new evaluation
of IMF advice on international reserves.

August 2011, Kinshasa, Democratic Republic of the Congo
Presentation of the Financial and Economic Crisisand
Research evaluations at the high-level seminar of the
annual Africa Caucus (African Governors of the IMF
and World Bank).

December 2011, Washington, D.C., USA

IEO Conference on “ Ten Years of Independent Evalua-
tion at the IMF: What Does It Add Up To?” Participants
included the IMF Managing Director and other senior
Management, Executive Directors, aformer |EO Direc-
tor, and external stakeholders.

Presentations of the Research evaluation at: the U.S.
Federal Reserve; the Center for Social and Economic
Research, Poland; the European Central Bank; the
Bank for International Settlements; the Norges Bank,
Norway; the Bank of Finland; the Treasury and
Reserve Bank of Australia; the Bank of Japan; the
People's Bank of China, Ministry of Finance, and Chi-
nese Academy of Social Sciences, Beijing; the Hong
Kong Monetary Authority; the Asian Development
Bank Ingtitute, Tokyo; and at a meeting of the Eco-
nomic Commission for Latin America and the Carib-
bean, Santiago, Chile.

Presentations of the Financial and Economic Crisis
evaluation at: the Ministry of Finance, Norway; the
Bank of Israel; the Central Bank of Chile; the Ministry
of Finance, Argentina; and the European Investment
Bank, Luxembourg.
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