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IEO Releases Evaluation of the IMF Advice on Fiscal Policy

The Independent Evaluation Office (IEO) of the International Monetary Fund (IMF) released today its new
evaluation of IMF Advice on Fiscal Policy, which was discussed by the Executive Board on December 4. The
evaluation examines the Fund's fiscal policy advice from 2008 to 2023, covering how that advice has
evolved in its multilateral and bilateral surveillance and how it has addressed the three core objectives of
output stabilization, fiscal sustainability, and longer-term economic sustainability. It draws on extensive
quantitative analysis, a desk review of 35 focus countries and two currency unions, and a series of
thematic background papers.

The evaluation finds that the IMF adapted its multilateral fiscal advice well to major global shocks and
advanced its analytical toolkit during the evaluation period. However, the evaluation points to
opportunities to further enhance the effectiveness of the Fund's fiscal advice. Specifically:

e The IMF played a leading role in advocating countercyclical fiscal support during the Global
Financial Crisis and the COVID-19 pandemic and made important progress in acknowledging the
trade-offs between output stabilization and fiscal sustainability. However, multilateral advice at
times remained broad-brush, and it did not sufficiently integrate country-specific Debt
Sustainability Analyses or fiscal space assessments.

e In bilateral surveillance, fiscal advice increasingly emphasized countercyclical responses but often
did not provide clear recommendations on the fiscal stance or analyzed the macroeconomic
impact of proposed measures. Staff reports also varied widely in analytical depth across income
groups, reflecting data limitations and capacity constraints.

o Staff advice on long-term challenges such as climate, social spending, and public investment
expanded in scope, but the trade-offs among these objectives and their integration with fiscal
sustainability and their feedback effects on debt dynamics remained uneven.

To address these issues, the evaluation proposes four recommendations, seeking to strengthen the clarity,
analytical rigor, and evenhandedness of the Fund's fiscal advice while maintaining adequate flexibility for
country-specific tailoring. The recommendations focus on:

e Ensuring that staff reports clearly articulate the country’s fiscal stance, the expected
macroeconomic impact of recommended measures, and the overall policy mix.

e Making fuller and more consistent use of analytical tools and deepening research on debt data,
liquidity risks, medium-term fiscal anchors, and distributional effects.

e Enhancing the provision of proactive and specific advice on debt and fiscal risks, including debt
management and fiscal rules and frameworks.

e Strengthening the articulation of trade-offs between long-term spending needs and fiscal
sustainability, including their effects on long-term growth and distributional impact, and
identifying financing gaps and options to generate fiscal space.

In discussing the report, Executive Directors supported all the recommendations. A management
implementation plan will now be prepared for Board endorsement by mid-2026.
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