EXECUTIVE SUMMARY

his evaluation assesses the IMF’s new approach to its climate-related

work since 2021. Following demand from the IMF membership, the

Executive Board endorsed a new Strategy to Help Members Address Climate

Change-Related Policy Challenges in 2021 and established the Resilience
and Sustainability Trust (RST) and its associated instrument, the Resilience and
Sustainability Facility (RSF) in 2022 to address longer-term structural issues,
including climate change. These two milestones marked the adoption of a new and
more systematic approach to climate-related work, building on years of the Fund’s
analysis of the impact of, and risks associated with, climate change.

This new approach has brought high value added to many of the IMF’s members.
Member countries broadly appreciated the Fund’s climate-related work across
surveillance, lending, capacity development (CD), analytical work, and advocacy
activities, which were strongly demanded and considered to provide significant value
added. The Fund has also managed to position itself as a key international institution,
staying within its mandate and operating at the intersection of its members’ climate-
related needs and their macroeconomic and financial frameworks. Looking ahead,
there remains potential for the Fund’s unique role on climate-related issues by
leveraging its universal membership, technical capacity, convening power, and central

position in the global financial safety net.
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While the implementation of this new approach

to climate went broadly as envisaged, there were
shortcomings. The decision on the Climate Strategy
left several implementation issues to be addressed by
staff and management, and the subsequent budget
augmentation effectively scaled back the resources and
targets originally envisaged. Additionally, institutional
communications were unclear, generating elevated
expectations both within and outside the Fund and
the perception by some stakeholders of overreach.
Ambitious initial planning and weak monitoring
mechanisms led to overspending, triggered by
unanticipated workload and members’ demand.
Despite some temporary reallocation of resources from
other activities, there was no significant crowding

out overall, and the climate-related work did not
compromise the quality of the Fund’s operations. As
coordination structures matured and internal expertise
was developed, pressures declined, and, by the end

of the evaluation period, the Fund operated more
efficiently. Internally, many staff felt that they had been
asked to deliver urgently on an area of work in which
they lacked sufficient expertise, in a context of scarce
resources and insufficient strategic planning. At the
same time, variations in institutional priorities and

political support affected staff incentives.

The evaluation also finds there is scope to strengthen
the technical underpinnings of the new climate
approach. In surveillance, the main issues are the
operationalization of macrocriticality, the tailoring

of coverage to specific country needs, and fine-

tuning the Fund’s analytical tools and models. The
evaluation finds that the RSF could be improved by
revisiting aspects like the duration of arrangements,
the strength of the reform measures, or the frameworks
for collaboration with partners and post-program
monitoring. More generally, the Fund could further
explore the potential role of non-RSF lending in
supporting members’ climate-related needs. Finally,
the CD work could be improved by focusing on the
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alignment of technical assistance with surveillance and
lending and by addressing issues with implementation
and follow-up.

Consolidating the gains of climate-related work

and further enhancing its efficiency will require
sustained institutional support. The launch and
early implementation of the Fund’s new approach to
climate enjoyed strong support from the membership.
By contrast, toward the end of the evaluation period,
the reduced backing from part of the membership, the
ongoing management streamlining exercise, and the
curtailed institutional signaling have tilted risks toward
a scaling back of the Fund’s climate-related work,
which may constrain the provision of services that are
highly valued and demanded by the membership and
affect the integration of climate-related considerations
in the traditional core policy areas.

The evaluation offers the following recommendations:

Recommendation 1.

Surveillance: Article IV staff reports should
more explicitly assess macrocriticality and enhance
the tailoring of climate-related coverage.

Recommendation 2.

Lending: The IMF should strengthen the value
that the RSF provides to members—Dby revisiting
its duration and enhancing the design of RMs, the
collaboration with partners, and post-program
monitoring—and, more broadly, clarify how
climate-related considerations are to be integrated
into the overall lending framework.

Recommendation 3.

Capacity Development: Staff should strengthen
the links between climate-related CD, surveillance,
and lending to increase the effectiveness of all three
activities.
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