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Part T

Survey of Official Multilateral Debt Renegotiations, 1975-1982

I. Introduction

The purpose of this paper is to describe the principal features
of official multilateral debt renegotiations that took place during
1975-1982. 1/ This paper documents the recent rise in the number of
seschedulings, and surveys the debtor and creditor countries involved
(Section III); describes the broad framework of debt renegotiations
(Section 1V); summarizes the terms of reschedulings, with particular
emphasis on notable recent developments (Section V); examines the
linkages with the Fund-supported program (Section VI); and discusses
the impact of debt relief on the balance of payments and debt profile
of the debtor countries (Section VII). Two renegotiations have taken
place so far in 1983--one for Costa Rica and the other for Sudan. The
coverage of these reschedulings in this paper is limited to brief de-
scriptions, in the text, of major new features of the agreement for
Sudan. A detailed description of each agreement concluded during
1981-82 1s provided in the Annex.

IT, Summary

Official multilateral debt renegotiations are normally undert aken
under the aegis of the Paris Club., The Paris Club deals with resched-
uling of debt service payments which are falling due and/or are already
in arrears. Debt covered by the Paris Club is that owed to or guaran—
teed by the governments and the official agencies of the participating
creditor countries. Normally, both principal and interest payments on
medium- and long-term loans are rescheduled. As a rule, the Paris Club
does not reschedule payments to service short—-term debt and those which
have already been rescheduled. Although there have been a few exceptions
with regard to short~term debt, the excluslion of previously rescheduled
debt has been virtually complete. While there have been two instances
during 1975-1982 where rescheduled debt was consolidated, only one of
them——undertaken outside of the Paris Club--involved a substantive
amount and a long repayment period. In February 1983, another exception
was made for Sudan where 100 per cent of arrears on previously resched-

uled debt, as well as 100 per cent of payments due in 1983 on short-—,

1/ Descriptions of multilateral debt renegotiations which took place
prior to 1975 are contained in the following three staff papers: “"Multi-

lateral Debt Renegotlations — Experience of Fund Members™ (SM/71/204,
R/F\/?l\ “Munlti1]larsral Deht Reneoastiations — Exnerience of Fund Memhors

MF o AANA A e Ak VAR L G AL /HULLGL L VHD MAPTL AT Ve DUl Lo L

1971- 74" (SM/74/228, 9/25/74); and "Avoidance and Resolution of Debt
Servicing Difficulties™ (SM/76/202, 9/27/76). The agreements concluded
during 1975-1980 are described in detail in "Survey of 0fficial Multi-
lateral Renegotiations, 1975-1980" (SM/80/274, 12/30/80).



medium—, and long-term loans were rescheduled. The consolidation
period (i.e., the period in which payments to be consolidated must
fall due) is normally 12 months, although consolidation for 18 months
was not uncommon., A longer consolidation was granted only for cases
of acute difficulties. However, most countries obtained debt relief

more than once and, thus, the consolidation became de facto medium-term.

The agreements specified the repayment schedule for payments which
were rescheduled and, also, for those which were not consolidated. The
schedule for the latter normaiiy involved a postponement from the orig-
inal due date. Downpayments (i1.e., payments falling due within the
consolidation period) were equivalent to 0-5 per cent of total repay-
ments in about one half of the reschedulings of arrears, and in about
two thirds of the reschedulings of current maturities. The effective
rescheduling (i.e., total repayments minus downpayments) was 90 per
cent or larger in about two thirds of the reschedulings of arrears,
and in about three quarters of the reschedulings of current maturities.
The rescheduling was effectively 100 per cent in nearly one quarter

af tha racrhadinildinoe AfF hath arran and 1vrant makrurd+daa Ranaral 1
A\ F S [P i ].ca\.,l.lcuu;.a.l.lsa L [FAS A ¥ ) aL Lcﬂ‘-g (-t yiv} \—ul- il m‘l'u-ul-‘-b-l-ca' A 10—F1 m].! »

repayments were made, first, in a relatively small amount for 3-4 years
("grace period”) and, subsequently, in a larger amount for 4-5 years

("a repayment period”). Recently, the length of the grace period

became longer and annual average payments as a proportion to total
rescheduled payments became smaller. The 1983 Sudan rescheduling went
well beyond the established norms by providing for no repayments, except
interest, for 5 1/2 years following the consolidation period, and a
repayment period of 9 1/2 years thereafter,

The agreements stipulated, in all cases but one, that the debtor
country would seek renegotiations of private debt and would not agree
to a renegotiation that would result in a more favorable treatment
being given to any other creditor than to the participating creditors.
There was a parallel commercial bank debt rescheduling in most recent
Paris Club cases.

The creditors rely on the Fund to help restore the financial
viability of the debtor country concerned. For this purpose, the
debtor country was required, as a precondition, to convene the meeting
to discuss the rescheduling, to conclude a financial arrangement with
the Fund subject to upper credit conditionality; also, when conditional
further cescheduling of payments €alling due in the near {uture was
envisaged, such reschedullug was subject to the stipulation that the
country continued to have a Fund-supported program or remained eligible
to draw under the existing program. When creditors agreed to consider
further debt relief in the period after the consolidation period, the
country was asked to have a Fund-supported program in place at the
time of discussion of such debt relief. Recently, in several cases
where the creditors thought that the debtor country's balance of pay-
ments problem was particularly serious, the agreed consolidation was
made conditional upon the observance of all performance criteria
throughout the consolidation period.




In a large number of cases, debt relief contributed substantially
to financing the balance of payments deficits., The amount of debt re-—
lief was greater than 50 per cent of the current account deficit 1in
about one half of all cases, and 30 per cent of anmial export earnings
in about one third of the cases. The amount was, however, rather small
relative to the debt outstanding in about two thirds of the reschedulings.
The quantitative significance of the debt rellief declined markedly in
1982, This decline came about largely because most of the reschedulings
in that year involved debtor countries which had arranged a rescheduling
previously, and payments previously rescheduled were not eligible for
consolidation.

The normal terms of official debt reschedulings are designed to
deal with the situation where a bunching of debt service payments in a
l-2 year period gave rise to temporary liquidity problems. Among the
cases during 1975-1982, there were perhaps only a few cases where a
bunching was the main source of the difficulties. In others, it was
expected, at the time of rescheduling, that a high debt service ratio
would continue for several years, and further reschedulings were subse-
quently arranged for the debtor country.

III. Overview

During 1975-1982, there were 33 official multilateral debt resched-
ulings involving 18 debtor countries (Table 1). These countries were
all non-oill developing countries, including 9 which are normally consid-
ered as low-income countriles. Although every continent was represented
in the group of 18 countries, African countries comprised the majority.
The group also included two centrally planned economies. Debt relief
amounted to less than US$300 million in &ll cases, except for Peru,
Poland, Sudan, Turkey, and Zaire.

Most of the reschedulings were undertaken within the framework
of the Paris Club, although debt relief was alsoc provided through aid
consortia and under the aegis of the OECD. Irrespective of the forum,
the creditor countries that participated were mostly members of the
QECD which had claims against the debtor in excess of a certaln amount
(Table 2). A notable exception was Abu Dhabi which participated in
the debt relief for Zaire 1in 1979 and 198l. The number of partici-
pating creditor countries ranged normally between ll and 15, although
it was as small as 4 in one case and as large as 17 in two cases,

A notable development during the last two years was a sharp in-
crease in the number of reschedulings (Chart 1). There were 9 agreements
in 1981 and 6 in 1982, compared to 2-4 per year during 1975-1980. The
reschedulings in 1981-82 involved 6 countries which had not sought debt
relief before. It may be noted that several countries in acute debt
servicing difficulties did not obtain official debt relief in 1982
because they were not able to conclude a stand-by or extended arrangement
with the Fund, a precondition by creditors for convening a rescheduling
meeting for a country that is a member of the Fund,



Table 1. 0fficial Multilateral Debt Renegotiations, 1975-1982

—Qverview—-—
Number of Amount
Date of Participating Reschedul ed
Debtor Country Agreement Forum Creditors (In millions of
U.S. dollars)

Chile (1975) May 6, 1975 Paris Club 7 230
India (1975) June 27, 1975 Consortium 13 228
India (1976) May 28, 1976 Consortium 13 200
Zaire (1976) June 16, 1976 Paris Club 11 270
India (1977) July 5, 1977 Consortium 13 110
Zaire (1977-1) July 7, 1977 Paris Club 11 170
Sierra Leone (1977) Sept. 15, 1977 Paris Club 6 39
Zaire (1977-11) Dec. 1, 1977 Paris Club 10 40
Turkey (1978) May 20, 1978 0ECD 14 1,300
Gabon (1978) June 20, 1978 Special task force 5 63
Peru (1978) Nov. 3, 1978 Paris Club 14 420
Togo (1979) June 15, 1979 Paris Club 9 260 .
Turkey (1979) July 25, 1979 OECD 17 1,200
Sudan (1979) Nov. 13, 1979 Paris Club 11 487
Zaire (1979) Dec. 11, 1979 Paris Club 14 1,040
Sierra Leone (1980) Feb. 8, 1980 Paris Club 7 37
Turkey (1980) July 23, 1980 0ECD 17 3,000
Liberia (1980) Dec. 19, 1980 Paris Club 8 35
Pakistan (1981) Jan. 15, 1981 Consortium 9 216
Togo (1981) Feb. 20, 1981 Paris Club 11 232
Poland (1981) Apr. 27, 1981 Special task force 15 2,200
Madagascar (1981) Apr. 30, 1981 Paris Club 11 140
Cen. Afr. Rep. (1981) June 12, 1981 Paris Ciub ) 72
Zaire (1981) July 9, 1981 Paris Club 12 500
Senegal (1981) Oct. 12, 1981 Paris Club 13 75
Uganda (1981) Nov. 18, 1981 Paris Club 6 30
Liberia (1981) Dec. 16, 1981 Paris Club 8 30
Sudan (1982) Mar. 18, 1982 Paris Club 13 80
Madagascar (1982) July 13, 1982 Paris Club 11 107
Romania (1982) July 28, 1982 Paris Club 15 234
Malawi (1982) Sept., 22, 1982 Paris Club 6 25
Senegal (1982) Nov. 29, 1982 Paris Club 12 74
Uganda (1982) Dec., 1, 1982 Paris Club 4 19

Source: Agreed Minutes of debt rescheduling.
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CHART 1

NUMBER OF RESCHEDULING AGREEMENTS, 1975-1982
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Table 2, Official Multilateral Debt Renegotiations, 1975-1982

——Participating Creditor Countries—-

Number of Reschedulings in

Country Which the Country Participated
Germany 29
France 28
Italy 27
United Kingdom 27
United States 26
Belgium 23
Japan 23
Netherlands 21
Sweden 21
Canada 19
Switzerland 18
Austria 15
Norway 13
Denmark 10
Spain 9
Finl and 4
Abu Dhabi 2
Australia 2
Israel 1/ 1
South Africa 1

Source: Agreed Minutes of debt rescheduling.

l/ Participated as observer because the payments Israel consclidated
were those which would have been renegotiated in the previous meeting,
if the country had participated. '



IV, Framework of Renegotiation

Offieial multilateral debt renegotiations deal with the rescheduling
of payments to service the debt to, or guaranteed by, the Government or
the official agencies of the participating countries, which are falling
due and/or are already in arrears. The Agreed Minutes specify the
coverage of debt consolidated (e.g., all loans with original maturity
longer than one year), the date by which debt to be consolidated must
have been contracted (cut-off date), the period in which payments to be
consolidated must fall due (consolidation period), the proportion of
rescheduled payments to all payments eligible for consolidation, and
the repayment schedule of the rescheduled debt. The agreement sometimes
sets forth the terms of rescheduling for payments to fall due in the
near future; such rescheduling would take place without a meeting, if
the debtor country met certain conditions that are specified in the
Agreed Minutes (conditional further rescheduling-. In this paper, the
period covered by conditional further rescheduling Iis included in the
consolidation period. The Minutes may also express the creditors'
willingness to consider further debt relief in the future, stating the
conditions that must be cobserved in order for the creditors to honor
this commitment (goodwill eclause). There are also cases where no
provisions for further debt rellef are incorporated in the agreement.

It has been the long-standing principle of the Paris Club that the
participation of a particular creditor in the multilateral rescheduling
does not imply any judgment by the Paris Club on the validity of indivi-
dual claims of any particular creditor, including claims which are under
legal dispute. Any such disputes would be resolved bilaterally. This
principle was reaffirmed in a recent case.

The terms of rescheduling specified in the Agreed Minutes are those
that the creditors' club recommends to their respective government to
incorporate in the subsequent bilateral agreements between the debtor
and each creditor country, which forms the legal basis for the debt
rescheduling. Interest rates on the rescheduled debt are set in the
bilateral agreement. There have often been undue delays in concluding
bilateral agreements and, recently, the Minutes set the date by which
the bilateral agreement would have to be signed. The participating
creditors and the debtor agree to exchange a copy of the bilateral
agreement. However, a comprehensive set cof bilateral agreements is
often not available, even at the Secretariat, duvue in part to the delay
in concluding such agreements. Information is often incomplete regard-
ing the amount rescheduled by each creditor, interest rates, and actual
payments under the agreement.

The Agreed Minutes contain two other important provisions. First,
in order to ensure that the debts to nonparticipating creditors are not
repaid on terms more favorable than those for participating creditors,
the creditors require that the debtor country would (i) not agree to a
renegotiation that would result in a more favorable treatment being
glven to any other creditor than to the participating creditors (most




favored nation clause) and (ii) seek renegotiations of private debt on
terms comparable to those of the Agreed Minutes (initiative clause).
Second, the debt relief could take the form of either rescheduling or
refinancing (i.e., to place new funds at the disposal of the debtor in
an amount equal to the value of consolidated payments).

V. Terms of Rescheduling

Coverage of debt consclidated

During 1975-1982, the official multilateral negotiations resched-
uled payments to service (a) commercial credits guaranteed or insured
by the Government or the official agencies of the participating creditor
countries and (b) loans extended directly by the entities listed above.
The reschedulings covered the debt owed by both public and private
entities, and the acceptance of rescheduling of debt owed by private
entities did not imply that the government of the debtor country accepted
obligations beyond those contained in the original contracts. In the
reschedulings for Senegal (1982) and Togo (1979), debt owed by private
entities not guaranteed by the government of the debtor country was
excluded from consolidation. Normally, payments to service the debt
with original maturity longer than one year were rescheduled. However,
the consolidation for Chile (1975) was limfited to the debt with original
maturity of 1-40 years and the rescheduling for Pakistan (198l) covered
only loans on concessional terms. In the special case of India (1975)
undertaken within the framework of an ald consortium, the coverage of
the debt was left to be determined bilaterally between the debtor and
each creditor country. 1/

It has been one of the fundamental principles governing official
multilateral negotiations that creditors do not reschedule short-term
debt and payments which have already been rescheduled (Appendix Table I).
There were several exceptlons with regard to short-temm debt during
1975-1982, Short-term principal and interest payments in arrears were
rescheduled for Turkey (1978, 1979, and 1980), Zaire (1979), and
Madagascar (1981 and 1982), and current maturities were consolidated
for Turkey (1980). With regard to previously rescheduled debt, a minor
exception involving a small amount and a short postponement was made
once (Zalre, 1979), and a larger scale exception was involved in the
rescheduling for Turkey (1980). In February 1983, another exception
was made for the rescheduling for Sudan, where 100 per cent of arrears
on principal and interest payments resulting from the previous consecli-
dations, as well as 100 per cent of payments due in 1983 on short-,
medium—-, and long-term debt, were rescheduled with a long repayment
period. Another feature of the Sudan rescheduling is that, for the
first time, one half of the interest due in 1983 on the amount resched-
uled was capitalized and consolidated together with the other payments.

lj India is excluded from the following discussion on the terms of
rescheduling as this case adopted an unconventional framework.



The creditors normally reschedule principal and interest payments,
both payments falling due (current maturities) and, 1if applicable,
those Iin arrears, In earlier years, current interest payments were
sometimes excluded (Zaire, 1976 and 1977, and Peru, 1978). Gabon (1978)
was a special case where only principal payments In arrears were resched-
uled. In the renegotiation for Uganda (1982), a country attended the
meeting, as observer, which had claims in arrears that would have been
rescheduled in the previous (1981) meeting if it had been represented
in that meeting; the 1982 agreement rescheduled those claims according
to the schedule adopted in the 1981 agreement.

Cut—off date

The cut-off date (i.e., the date by which debt to be consclidated
must have been contracted) 1s one of the factors determining the amount
of debt relief. The closer this date 1s to the consolidation period, the
greater would be the debt that is eligible for consolidation. During
1975-1980, the cut-off date was normally set at 4-18 months before the
date of agreement, and 0-12 months before the beginning of the consolida-
tion periocd (Appendix Table II1). Notable changes in favor of the debtor
appear to have taken place since 1981 in the setting of the cut—off
date. During 1981-82, the cut-off date was set 3-9 months before the
date of agreement and, in the majority of cases, the date was fixed so
as to include all loans contracted until the beginning of the consolida-
tion period. Important exceptions to these general developments were
Zalre (1981), Liberia (1981), and Senegal (1982): 1in these instances,
the period between the cut-off date and the agreement date, or the
beginning of the consolidation, was rather long because the cut-off
date was set close to that of the previous debt rescheduling.

Consolidation period and goodwill clause

The consolidation period of 12 months was most common in the
reschedulings during 1975-1982 (Chart 2; Appendix Table III). However,
consolidation of 18 months was not infrequent (7 cases), and even longer
consolidation was granted for cases of acute difficulties of Sierra
Leone, Sudan, Togo, Turkey, and Zaire. I/ The longest consolidation
period was 36 months, but this was the exceptional case of Turkey (1980)
held outside of the Paris Club. Where the consgolidation period was 12
months, current maturities due in the entire period were rescheduled
immediately, Consolidation involved conditional further rescheduling
in about one half of the cases where the consolidation period was 18
months, and consolidation for a period longer than 18 months involved
conditional further rescheduling in virtually all cases.

Although the consclidation period for each rescheduling was normally
limited to less than 19 months, most countries obtained a consolidation

1/ Although Peru (1978) does not belong to this category, it obtained
a 24-month consolidation.
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of current maturities for a period longer than 23 months as they con-
cluded two or three agreements during 1975-1982 (Table 3). For six
countries, the aggregate consolidation period was even longer than

36 months.

Traditionally, the creditor clubs have responded to a request from
the debtor country for consolidation of a period longer than 12-18 months
by agreeing to consider future request for debt relief when the stipula-
ted consolidation period was near its end (goodwill clause). While
the goodwill clause was rarely utilized during 1975~1980, the clause
was incorporated in all reschedulings during 1981-82, except for the
cases where the debtor had obtained debt relief at least once in the
preceding |-2 year period. The goodwill clause contained the provisions
that when the creditor countries meet to consider further debt relief
under this clause, the debtor country will have (a) obtained debt relief
from nonparticipating creditors on comparable terms and (b) agreed with
the Fund on a new financial arrangement subject to upper credit tranche
conditionality. It may be noted, however, that the creditors appear to
have agreed to further debt relief, irrespective of the existence of
the goodwill clause, as long as (i) there were acute debt servicing
difficulties and (ii) the debtor country had a Fund-supported program
in place. Liberia (1981) is one example where further debt relief was
given at the end of the consolidation period of the previous rescheduling,
which did not include a goodwill clause.

Proportion of payments rescheduled

The Agreed Minutes stipulate what proportion of payments eligible
for consolidation should be rescheduled (i.e., formal rescheduling).
They also specify the repayment terms of the unrescheduled portion
which usually involve a postponement from the original due date for
some or all unrescheduled payments., Of the unrescheduled payments,
the part which falls due within the consolidation period i/ may be
considered a downpayment, and the rest may be termed postponed uncon-
solidated payments., The proportion effectively rescheduled would equal
those formally rescheduled plus postponed unconsolidated payments.

With respect to rescheduling of payments arrears, about one half
of the cases involved a formal rescheduling of 100 per cent, with the
rest almost evenly distributed between 80 per cent, B3 per cent, and
90 per cent (Chart 3, Apperndix Table IV). However, in a number of the
100 per cent formal rescheduling cases, some of the repayments fell due
within the comsolidation period (and therefore considered as downpay-
ments} and, hence, the effective rescheduling was less than 100 per
cent. Effective rescheduling was 100 per cent only in about one fifth
of the cases. On the other hand, the effective rescheduling was higher
than the formal rescheduling in many of the cases where 80, 85, or
90 per cent of payments were formally rescheduled. These cases included
provisions for spreading out the payments on the unrescheduled portions

1/ Excluding the period covered by conditional further rescheduling.
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Table 3. Official Multilateral Debt Renegotiations, 1975-1982 1/

--Accumulative Consolidation Period--

Number of Months for Which

Current Maturities were Number of
Country Consolidated by Agreements Agreements
Poland 8 1
Chile 12 1
Central African Republic 12 i
Mal awi 12 1
Pakistan 18 1
Peru 24 1
Senegal 24 2
Uganda 24 2
Madagascar 30 2
Liberia 36 2
Sudan 39 2
Togo 44 2
Sierra Leone 44 2
Turkey 61 3
Zalre 72 4 2/

Source: Agreed Minutes of debt rescheduling.

1/ Excluding Gabon and India. Gabon was excluded because the resched-
uling involved only arrears.,

2/ The agreement of December 1977 consolidated interest payments due
during July 1-December 31, 1977. The consolidation of principal payments
in this period was covered by an earlier agreement,
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CHART 3
DISTRIBUTION OF PROPORTION OF PAYMENTS
RESCHEDULED, 1975-82
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into several installments beyond the end of the consolidation period.
Thus, the effective rescheduling for arrears was actually 90-99 per
cent for the majority of the cases.

As for the rescheduling of current payments, there were no cases
of 100 per cent formal rescheduling and more than three- fourths of
the cases involved formal rescheduling of 85 per cent and 90 per cent.
Because of the phasing of payments of the unrescheduled portioms,
nearly four fifths of the cases involved an effective rescheduling of
over 90 per cent. In fact, there were five cases (Zaire 1976, Zaire
1977-1, Turkey 1980, Senegal 1981 and 1982) where the effective resched-
uling of current maturities was l0O per cent.

Downpayments

Downpayments are defined as those repayments that fall due during
the consplidation period. In respect of arrears, downpayments equivalent
to 1-5 per cent of total repayments were most common (Chart 4; Appendix
Table 1V). There were three cases (Sierra Leone 1977, Zaire 1977, and
Sudan 1979) where there were no downpayments, while in three other cases
(Togo 1979, Madagascar 1981 and 1982), the downpayments were over 30 per
cent. In some of these latter cases, the large downpayment was required
because of the inclusion of short-term debt in the rescheduling agreement.
Downpayments assoclated with the rescheduling of current maturities
never exceeded 20 per cent of total repayments, and were 1-5 per cent
in about one half of the cases. No downpayment was required in one
fourth of these cases.

Repayment schedule

The repayment schedule normally consists of two separate segments,
one involving repayment of the formally rescheduled portion and the
other involving those which were not rescheduled but postponed bevond
the end of the consolidation period, With regard to current maturities,
the repayment of the postponed, unconsolidated portion normally began
immediately and was completed within 1-3 years; the formally rescheduled
portion was repaid usually with a grace period of 2-4 years and maturity
of 7-9 years (Chart 5; Appendix Table V). The repayment terms were much
more varied for the rescheduling of arrears (Chart 6; Appendix Table VI).
Where 100 per cent of eligible arrears were formally consolidated, no
grace period was usually provided and the maturity averaged only about
4 years. Where less than 100 per cent of eligible payments were formally
rescheduled, the repayment terms of the rescheduled portion were signifi-
cantly more favorable for the debtor, and the repayment of the postponed,
uniconsolidated portion normally allowed a maturity of up to 3 1/2 years.
Taking together the two segments, the repayment terms of the less than
LO0 per cent formal rescheduling cases were sometimes more favorable
for the debtor than those where 100 per cent was formally consolidated.
The 1983 Sudan rescheduling went well beyond the established norms by
providing for no repayments, except interest, for 5 1/2 years following
the consolidation period, and a repayment period of 9 1/2 years thereafter.
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of repayment terms. First, with respect to the repayments of arrears,
in the period 1975-1979, very rarely did the maturity for the postponed,
unconsolidated portions extend over 2 years, while in 1980-82, it is
not uncommont to find maturities of 3 years or more {Appendix Table VI).
In one case (Turkey 1980), the payments were spread out over 5 install-
ments extending to 3 1/2 years after the consolidation period. Second,
again with respect to repayments of arrears, the maturity for the
rescheduled portion was increased to an average of 6.5 years in 1980-82
from an average of only 4.6 years for 1975-1979. Also, during this
same period, the grace perlod rose from an average of 0.4 years to 2.6
years (Table 4). Third, the average grace period for repayments of
formally rescheduled current maturities increased from 2.5 years in
1975-1979 to 4.0 years in 1980-82 (Table 5). Finally, and importantly,
since 1981, a backloaded repayment scheme (i.e., the amount to rise
gradually over time) has been used in an increasingly large number of

cases (Appendix Table VIIL). [/

m

Nondiscrimination clauses

In order to ensure that the debt to nonparticipating creditors is
not repaid on terms more favorable than those of participating creditors,
the Agreed Minutes incorporated nondiscrimination clauses consisting of
the most favored nation claise and the initiative clause. These two
clauses were incorporated in all agreements in 1975-1982, except those
for India. Since 1979, multilateral commercial bank rescheduling was
initiated and/or agreed within six months prior to or preceding the
date of officlal rescheduling in all cases, except those for Sierra
Leone, Pakistan, Central African Republic, and Uganda (Appendix Table
VII1). At times, greater emphasis was given to the concern for equitable
treatment by specifying a date by which a rescheduling agreement with
commercial creditors was to be concluded.

VI. Linkage with the Fund—-Supported Program

The creditor clubs rely on the Fund to help restore the financial
viability of a debtor country that is a member of the Fund. For this
purpose, the rescheduling agreements contained four separate links
with Fund-supported programs. First, as a precondition to convene the
meeting to consider debt relief, the debtor country was required to
agree with the Fund on use of Fund resources subject to upper credit
tranche conditlionality. There were four exceptions to this rule involv-
ing India and Sierra Leone; in the case of the latter, a first credit

1/ The payments in respect of the rescheduled amounts are usually
made 1in equal installments on a semiannual basis over the repayment
period. In one notable exception (Sudan's arrears, 1979), the repay-~
ments gradually increased from 7 per cent in the first 2 vears of the
repayment period to 21 per cent in the last installment.
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CHART 4
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CHART 5

DISTRIBUTION OF REPAYMENT TERMS: CURRENT
MATURITIES, FORMALLY RESCHEDULED PORTION, 1975-82
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CHART 6

DISTRIBUTION OF REPAYMENT TERMS:
ARREARS, FORMALLY RESCHEDULED PORTION, 1975-82
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Table 4, Repayment Schedule of Payments Arrears, 1975-1982
Postponement of
Unconsolidated Maturities Formally Rescheduled Portion
Proportion Average Average Proportion  Average Average
Down- in Total Grace Maturity in Total Grace Maturity
payment Repayments  Period {years) Repayments  Period (years)
(per cent) {(per cent) {years) (per cent) (years)
1975 - - - - - - -
1976 7.5 7.5 -= 1.0 85.0 - 6.5
1977 1/ - 3.8 0.3 0.8 91.3 0.1 2.1
1978 15.0 5.0 -— 0.3 90.0 0.5 6.5
1979 2/ 10.1 5.6 - 0.6 93.0 1.3 3.5
1980 6.5 5.2 - 2.0 93.3 2.7 7.3
1981 13.3 8.3 -~ 2.0 90.0 2,7 6.3
1982 21.4 2.5 - 0.6 90.0 2.5 5.9
Weighted averages
1975~1982 (10.1) (9.8) (== (0.1) (91.1) (1.5) (5.4)
Source: Appendix Table VI.
Note: See Appendix Table IV for the description and definition of the headings.

1/ Includes 3 separate rescheduling categories for Sierra Leone.
2/ Includes 2 separate rescheduling categories for Zaire.
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Table 5. Repayment Schedule of Rescheduled Current Maturities, 1975-1982

Postponement of

Unconsolidated Maturities

Formally Rescheduled Portion

Proportion Average Average Proportion Average Average
Down-— in Total Grace " Maturity in Total Grace Maturity
payment Repayments  Period (years) Repayments  Period (years)
(per cent) (per cent) (years) (per cent) (years)
1875 10.0 20.0 - 2.0 70.0 2.0 8.0
1976 - 15.0 1.5 2.5 85.0 1.0 7.5
1977 1.6 15.0 0.3 1.6 83.3 2.5 8.7
1978 10.0 5.0 - 0.5 85.0 2.5 3.8
1979 10.6 4.4 - 0.9 85.0 3.1 8.1
1980 1.7 8.3 - 2.7 90.0 3.9 8.8
1981 3.7 7.6 0.1 1.9 87.5 4.0
1982 6.2 8.0 - 2.1 85.8 4.0 B.d
Weighted averages
1975-1982 (5.3) (8.6) (0.1) (1.8) (85.7) (3.4) (8.1)

Source: Appendix Table V.

Note: See Appendix Table IV for the description and definition of the headings.
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tranche stand-by arrangement was Iin place (Table 6). Second, a Fund-
related condition could be imposed on the validity of the rescheduling
which is to take place. This provision was used in the case of Zaire
(1979) where the condition was to reactivate the program which was not
operational at the time of the agreement. The Paris Club began using
the provision more regularly in October 1981; the condition was either
to remain eligible to draw under the existing program or not to cancel
the program. Third, when the consolidation involved conditional further
rescheduling, additional conditionality was imposed. In all cases, the
debtor country was requlired to continue to have a Fund-supported program
throughout the consolidation period, and, in about one half of the cases
involved, the agreement incorporated an additional condition that the
country remain eligible to draw until the beginning of the conscolidation
period when conditional further rescheduling would apply. Fourth, in
all recent cases, it was stipulated that the goodwill clause would be
implemented only if the debtor country had an upper credit tranche

Fund program in place at the time when further debt was to be considered.

VII. Impact on Debt Profile and the Balance of Payments

In the reschedulings concluded during 1975-1982, the amount of
official debt relief varied from US519 million for Uganda (1982) to
US$3 billion for Turkey (1980). The significance of this amount can
best be seen in 1ts importance in the financing of balance of payments
deficits and the impact on the external debt service profile.

Effect on the balance of payments

In a large number of reschedulings concluded during 1975~1982,
official debt relief was quite substantial in terms of both annual
export earnings and the current account deficit. Although debt relief
represented less than 30 per cent of exports of goods and services in
approximately three fourth of the cases in the period, the relief was
equivalent to more than 50 per cent of exports of goods and services
in one fifth of the reschedulings (Chart 7; Appendix Table IX). In
one case (Togo, 1981), the estimated debt relief exceeded even 100 per
cent of export earnings. Viewed in terms of the ratio to the current
account deficit, the impact of debt relief was considerably more pro-
nounced. Debt relief amounted to more than 50 per cent of the current
account deficit in roughly one half of all cases, and there were 4 cases
{(Peru 1978, Toge 1979 and 1981, and Zaire 1981) where the debt relief
represented more than 100 per cent of the current account deficit.

In 1982, debt relief became considerably less significant in
terms of both export earnings and the current account deficit (Table 7).
This develcpment is due largely to the fact that two thirds of the
debtor countries involved in 1982 had arranged a rescheduling previously,
and payments previously rescheduled were not eligible for consolidation.
Another factor was the consolidation period which was limited to 12
months in three quarters of the reschedulings in that year.



Table 6.

Official Multilateral Debt Renegotiations, 1975-1982

_16_.

—Linkage with the Fund-Supported Program—-

Upper Tranches
Program a Pre-

Condition to
Keep Immediate

Condition to Keep
Furthur Conditional

Goodwill Clause
Subject to

condition for Rescheduling Rescheduling Agreement on
Country the Meeting Valid Valid New Program
Chile (1975) yes none .us .o
India (1975) no none . es e
India (1976} no none ces eee
Zaire (1976) ves none ves no
India (1977) no none ‘e .
Zaire (1977-1) yes none cee no
Sierra Leone (1977) no 1/ none . yes
Zaire (1977-11) yeé_ none aes yes
Turkey (1978) yes none - P
Gabon (1978) yes none o ane
Peru (1978) yes none .
Togo (1979) yes none A ves
Turkey (1979) yes none are .o
Sudan (1979) yes none A+ B ess
Zaire (1979) yes c A+D yes
Sierra Leone {(1980) yes none A yes
Turkey (1980) yes none A+B .ee
Liberia (1980} yes none cee yes
Pakistan (198l) yes none . yes
Togo (1981) yes none + B e
Poland (1981) v e oo cee
Madagascar (1981) yes none ves yes
Cen. Afr. Rep. (1981) yes none e e yes
Zaire (1981) yes none + B casn
Senegal (1981) yes B .o yes
Uganda (1981) yes B tee yes
Liberia (1981) yes none A -
Sudan (1982) yes B - yes
Madagascar (1982) yes none ‘e yes
Romania (1982) yes B can yes
Malawi (1982) yes E e yes
Senegal (1982) yes E . .
Uganda (1982) yes E aee yes

Source: Agreed Minutes of debt rescheduling.

1/ A first credit tranche stand-by arrangement was in place.

Key for codes:

m o

- To continue to have a program in the latter phase.
- To remain eligible to draw during the first phase.

- To reactivate the program.
- To make a drawing at the beginning of the second phase.

- To continue to have a program in the first phase.
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CHART 7

DISTRIBUTION OF AMOUNT RESCHEDULED
AS A RATIO TO EXPORTS, AND
CURRENT ACCOUNT DEFICIT
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Table 7. Trend {(Annual Averages) Iin Amount Rescheduled

as Ratio to Outstanding Debt, Exports, and
Current Account Deficit, 1975-1932

(In per cent)

Ratio to Ratio to Ratio to Ratio to

Total Debt Debt Service Exports of Account

Outstanding Payments Goods and Deficit

Services
1975 5.1 37.2 9.1 39.8
1976 7.9 121.5 15.4 32.7
1977 B.3 76,8 9.5 39.5
1978 12.9 98.8 22.6 145,9
1979 26.0 320.5 72.0 96.1
1980 14.6 124 .4 33.0 48.5
1981 l4.4 287.7 36.6 60.5
1982 3.3 55.6 8.3 14.6
Source: Appendix Table 1X,
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Effect in terms of outstanding debt and service payments

The effect of debt relief on the debtor country's external debt
profile was generally rather limited. In nearly 60 per cent of the
reschedulings during 1975-1982, debt relief was equivalent to less than
10 per cent of the total outstanding debt (Chart 8). The rest of the
cases involved debt rellef amounting to 10-30 per cent of the debt out-
standing. In wmost of the cases in the less than 10 per cent category,
the rescheduling was limited to current maturities falling due over a
relatively short period in advance, All of the cases in the 10-30 per
cent bracket involved both a rescheduling of arrears as well as current
debt service payments. In one case (Central African Republic, 1981},
the amount rescheduled represented 44 per cent of total debt outstanding

haocmicae nof tha larcse amount of outrcrandin
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The ratic of the =amount rescheduled to outstanding debt was markedly
smaller in 1982 than in earlier years. As in the case of the impact on
the balance of payments, the exclusion of previously rescheduled debt
from consolidation, as well as the relatively short consolidation
period, was the primary factor contributing to this phenomenon,

Another measure of the effect of official debt relief on the debt
service profile is the ratie of the rescheduled amounts to the actual
debt service payments in the year of the rescheduling (Chart 8). In
the cases where only current maturities were rescheduled (about one
fifth of all cases), the ratio was generally less than 25 per cent,
However, the extent of official debt relief was quite substantial in
those cases involving a rescheduling of arrears as well as current
maturities; the debt relief was equivalent to 100-200 per cent of
actual debt service payments Iin about one fifth of the cases surveyed,

and more than 200 per cent in another quarter,

Debt service profile before and after reschedulings

The normal terms of officlal debt reschedulings are designed to
deal with the situation where a bunching of debt service payments in
a 1-2 year perlod give rise to temporary liquidity problems. In this
situation, rescheduling of current maturitles would smooth out the debt
service profile and, together with the debtor country's adjustment
effort, the financial viability would be restored. Among the resched-
ulings during 1975-1982, there are perhaps only a few cases where the
bunching was the main source of debt servicing difficulties. Chile
(1975) was one example (Chart 9) and, indeed, the country has not
asked for another official rescheduling since then., Malawi (1982) is
another example, although, in this case, the debtor asked for another
rescheduling in 1983 because the debt service ratio was unusually high
for 1982 and 1983. 1In most of the other cases, a high debt service
ratio was expected to continue for five years after the rescheduling.
Under these circumstances, a conventional rescheduling could give rise
to a bunching problem in the future. Zalre (1976) is a typical example
of these cases (Chart 10).
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CHART 8
DISTRIBUTION OF AMOUNT RESCHEDULED AS A RATIO TO
OUTSTANDING DEBT, AND DEBT SERVICE PAYMENTS®
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CHART 9

DEBT SERVICE PROFILE BEFORE AND
AFTER RESCHEDULING
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CHART 10

DEBT SERVICE PROFILE BEFORE AND
AFTER RESCHEDULING
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' Table I. Official Multilateral Debt Rescheduling
~-Coverage——
{Yes, if covered; no, otherwise)
Medium~ and tong—term Debt Short-term Debt
Current Current Previously
Maturities Arrears Maturities Arrears Resc hedul ed
Country Prin, Int., Prin. Int. Prin. Int. Prin. Int. Debt
Chile (1975) yes yes no no no no no no no
India (19753) ves yes no no no no no no no
India (1976) yes yes no no no no no no no
Zaire (1976) yes no yes yes no no no no no
India (1977) yes yes no no no no no no no
Zaire (1977-1) yes no yes yes no no no no no
Sierra Leone (1977} ves yes ves yes no no no no no
Zaire (1977-I1) ne yes no no no no no no no
Turkey (1978) yes yes yes yes no no yes yes no
Gabon (1978) no no yes no no no no no no
Peru (1978) yes no no no no no no no no
Togo (1979) yes ves ves yes no no no no no
Turkey (1979) yes yes no no no no yes yes no
Sudan (1979) yes yes yes yes no no no ne no
Zaire (1979) yes yes yes yes no no yes yes yes
Sierra Leone (1980) vyes yes yes yes no no no no no
Turkey (1980) yes yes yes yes yes yes yes yes yes
Liberia (1980) yes yes yes yes no no no no no
Pakistan (1981) yes yes no no no no no no no
Togo (1981) ves yes no no no no no no no
Poland (1981) ves yes no no no no no no no
Madagascar (1981) yes yes yes yes no no yes yes no
Cen. Afr. Rep. (1981)yes yes ves yes no no no no no
Zaire (1981) yes yes no no no no no no no
Senegal (1981) yes yes no no no no no no no
Uganda (1981) yes yes yes ves no no no no no
Liberia (1981) yes yes no no no no no no no
Sudan (1982) yes yes yes yes noe no no no no
Madagascar (1982) yes yes yes yes no no yes yes no
Romania (1982) yes yes no no no no no no no
Malawi (1982) yes yes no no no no no no no
Senegal (1982) yes yes no no no no no no no
_Uganda (1982) yes yes no no no no no no no

!
¢. Source: Agreed Minutes of debt rescheduling.
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Table II. Official Multilateral Debt.Renegotiations, 1975-1982
==Cut~off Date--
Number of Months Pricr to
Country Date of Agreement Beginning of Consolidation

Period

Chile (1975)
India (1975)

India (1976)
Zaire (1976)

India (1977)

Zaire (1977-1)
Sierra Leone (1977)
Zaire (1%77-11)
Turkey (1978)
Gabon (1978)

Peru (1978)

Togo (1979)
Turkey (1979)
Sudan (1979}

Sierra Leone (1980)
Turkey (1980)
Liberia (1980)

Pakistan (1981)

Togo (1981)

Poland (1981)
Madagascar (1981)
Cen. Afr. Rep. (1981)
Zaire (1981)

Senegal (1981)

Uganda (1981)

Liberia (1981)

Sudan (1982)
Madagascar (1982)
Romania (1982)
Mal awi (1982)
Senegal (1982)
Uganda (1982)

~
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Source;

Agreed Minutes of debt rescheduling.
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Table ILI. Officlal Multilateral Debt Rescheduling, 1975-1982
-~Period Covered--
Consol idation Period
Country Total Inmediate Conditional Coodwill
Reschedul ing Furt her Cl ause
Rescheduling
{In number of months)
Chile (1975) 12 12 - no
India (1975) e ‘o ves ‘e
Tndia([976j “ae s s s .o
Zaire (1976) 18 12 no
India (1977) . . e ‘e
Zaire (1977-1) 12 12 - no
Sierra Leone (1977) 12 12 - yes
Zaire {1977-11) & ] - yes
Turkey (1978) 12 2 - no
Gabon (1978) - . . no
Peru (1978) 2 12 12 no
Togo (1979) 21 21 -= no
Turkey (1979) 12 12 - no
Sudan (1979) 21 9 12 no
Zaire (1979) 18 12 b yes
Sierra Leone {1930) 30 16 14 yes
Turkey (1980) 36 12 24 no
Liberia (1980) 18 18 - no
Pakistan (1981) 18 18 - yes
Togo (1981) 24 12 12 no
Poland (1981) 8 - ne
Madagascar (1981) 18 13 -~ yes
Cen. Afr. Rep. (1981) 12 12 - yes
Zaire (1981) 24 2 12 no
Senegal (1931) 12 2 - yes
Uganda (1981) 12 12 - ves
Liberia (1981) 18 9 g no
Sudan (1982) 18 i8 - yes
Madagascar {(1982) 12 12 - yes
Romania (1982) 12 12 -~ yes
Malawi (1982) 12 12 - yes
Senegal (1982) 12 i2 -~ no
Uganda (1982) 12 12 -~ yes

Source:

Agreed Minutes of debt rescheduling.
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Table TV. nNfficial Muliilateral Debt Renegotiations, 1975-19K2
--Proportion of Payments Reschedul ed--

(In per cent nf total paymente eligible fur reschedul ing)

Arrears Current Maturities
Farmal Down-— Unconspl- Effec=~ Formal Down- Unconsnl - Effec~
Resc hed- pay- idated tive Resc hed- pay- idarted tive
Cauntry uling |/ ment 2/ Pay- Kesched- wling 1/ ment 2/ Pay- Re gc hed-
- ments 3/ uling 4/ - T oments 3/ uling &/

Chile (1973) -= -- - -- 70,0 101,00 2.0 91,11
India (1975) - - -- -— 45,0 PR 45,10
India (1976} - -- -- - 4500 re- AN
Zalre (1970) A5.0 7.5 7.3 91,5 L - 15.1 (VI
India (1971 - .
Zaire (1977-1} E3.0 -= 13.1 1.0 85.u - 15.0 I
Sierra Leone (1977)

a. 20,0 57 200 - R0 B0 - 2N, 0.0

b. 0.0 5/ -- -- 100,09

Ca 1.0 5 - - 1000
Zalre (1977-11) - 7 - - - 45,0 5.0 10,0 95,4
Turkey (l97R) Eu.n 1o.0 1.0 90,0 Rty 10.0 11,4 91) 0t
Gabon (1978) 100.0 20,0 - Ba.0 - -— -- -
Peru (1978) - -- -- -- 9.0 Imn.n -- gu.n
Togo {1979) 100.0 17.4 -— bh.B B .G IR — Bu.n
Turkey (1979 85.0 5.0 19.0 95,0 85.0 5.0 10,0 95.n
Sudan (19791} 1on,n -- - to0.0 B5.0 13,0 -= B5.0
Zalre {1979}

a. .0 &/ 10,0 —-= 900 an. o 2.9 7.5 97.5

b. 8.0 5/ 2.0 8.y 98.0
Slerra Leone (1940) a0, 0 15.0 - 89.0 90,0 2.5 r.n 97.5 .
Turkey (1980) 9.0 2.0 B.0 98.0 90.0 - 10.0 100,.0
Liberia (1980) 9.0 2.5 7.5 97.5 90,0 2.5 7.5 97.9
Pakistan {1981} - - - - 900 e 0.0
Tago {1981} -- - - -- 85.n 2.5 125 97.5
Poland (]1931) - - - - 9.0 -- - 9u.0
Madagascar {1981} 1.0 Yah -— 65.h 5.1 a.0 1.0 95.0
Cen. Afr, Rep. (19B1) B5.0 J.u 12.0 97.0 B5.0 15.0 -— B3.0
Zaire {1981) - - -- -— 9.0 2. 7.5 97.5
Senegal (1981) - - - - 85.0 - L5.0 100.0
Uganda {1981} 85.u 2.5 12,5 97.5 9n.n 2.0 oo 93.n
Liberia {1931) - - - -— 9u.0 2.5 7.5 97.5
Sudan (1982) 9u.n 2.5 7.5 97.5 1.0 2.9 7.5 97.5
Madagascar {1982) 100.0 41.7 - 58,3 R5.0 5.0 10.0 95,0
Romania {1982) BU,0 . - 80.7 Bn.G 0,0 - 30.0
Mal awi (1982) - -= - - 85.0 7.5 7.5 90.5
Senegal (1981) - - - -- 85,0 - 15.0 1000
lLganda {1982) - - - - qu.0 2.0 g 98.u

Source: Agreed Minutes of debt resacheduling.

1/ Stated proportion of toral payments that is formally rescheduled in Agreed Minutes.
2/ Payments falling due during the consolidacion perted (i.e., combined arrears and
current maturities} excluding the consolidation period in respect of ronditional further

resc hedul ing.

3/ Repayment of the residual portiom of the uncensclidated pavments excluding the
d-)?rnpayment.

4/ Proportian of total payments eligible for reschedul ing excluding the downpayment.
Effective rescheduling equals formal rescheduling plus postponement of unconseclidated
payments. However, In the case of 100 per cent formal rescheduling, effective rescheduling
equals formal rescheduling less downpayment.

5/ a. Rescheduling of arrears 7/1/76-b/30/77.

b. Rescheduling of arcears up to 12/31/75,
¢. Rescheduling of arrears |/L/76=-6/30/76,

b/ a. Rescheduling of short-term arrears,

b. FRescheduling of medium— and long—term arrears.
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Table V. Officlal Multilateral Debt Renegotiations, 1975-1982

——Kepayment Schedule: Current Maturities—~

Postponement of Formally Reschedul ed
Unconsolidated Portion Portion

Down-— Propor— Grace Maturity Propor- Grace Maturity

payment tion in Period {years) tion in Period (years)
Country (year) (per cent) Total (years) Total {years)

{per cent) (per cent)

Chile (1975) 10.0 20.0 - 2 70.0 2 8
India (1975) . ‘oo -- -- 45.0 .o
India (1976) . e - - 45,0 ‘o . o
Zaire (1976) -= 15.0 1 1/2 2 1/2 85.0 1 7 1/2
India (1977) e . e . ere ‘e ‘oo e
Zaire (1977-1) -- 15.0 1 3 85.0 3 8 1/2
Sierra Leone (1977) -- 20,0 - - 80.0 1 1/2 8 1/2
Zaire (1977-11) 5.0 10.0 - 2 75.0 3 9
Turkey (1978) 10.0 10.0 - 1 80.0 2 6 1/2
Peru (1978) 10,0 -= - - 50.0 3 7 1/2
Togo (1979) 20.0 -- -~ - 30.0 3 8 1/2
Turkey (1979) 5.0 10,0 - 3/4 85.0 3 7 1/2
Sudan (1979) 15.0 - -~ - 85.0 3 7 1/2
zaire (1979) 2.5 7.5 - 3 90.0 3 1/2 9
Sierra Lecne (1980) 2.5 7.5 -~ 2 1/2 9n.0 4 9 1/2
Turkey (1980) -- 10.0 - 3 90.0 4 1/2 9
Liberia (1980) 2.5 7.5 -~ 2 1/2 90.0 3 1/4 7 3/4
Pakistan (1981) .e ‘e - s 90.0 o ses
Togo (1981) 2.5 12,5 -~ 1 85.0 4 8 1/2
Poland (1981) - -- - - 90.0 4 7 1/2
Madagascar (1981) 3.0 10.0 -~ 2 B5.0 33/4 8 1/4
Cen. Afr, Rep.{[981l} [5.0 - - - 85.0 4 8 1/2
Zaire (1981) 2.5 7.5 - 21/2 90.0 4 9 1/2
Senegal (1981) - 15.0 1 3 85.0 4 8 1/2
Uganda (1981) 2.0 8.0 - 4 90.0 4 8 1/2
Liberia (198]) 2.9 7.5 - 3 90.0 4 1/4 8 1/2
Sudan (1982) 2.5 7.5 -— 2 90,0 4 1/2 9 1/2
Madagascar (1982) 5.0 10.0 - 2 85.0 4 3/4 9 1/4
Romania (1982) 20.0 - -- - 80.0 3 6
Malawi (1982) 7.5 7.5 - 1 85.0 3 1/2 8
Senegal (1982) -- 15.0 1/2 3 1/2 85.0 4 8 1/2
Uganda (1982) 2.0 8.0 - A 90.0 4 1/4 9

Source: Agreed Minutes of debt rescheduling.
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Table VI. Official Multilateral Debt Renegotiations, 1975-1982

--Repayment Schedule:

Arrears——

Postponement of

Formally Reschedul ed

Unconsolidated Portion Portion
Nhm— Doy v (oL - Y Mo = .owmd =y Do T Do nm Mot ssmd +us
I wiLl LivipuwlL ML LT llﬂLuLJ.I-J’ [L\JWL L avcoc l-lﬂl-uI.LLy
payment tion in Period (vears) tion in Period (years)
Country (year) {per cent) Total (years) Total (years)
(per cent) (per cent)
Zaire (1976) 7.5 7.5 - 1 85.0 - 6 1/2
Zaire (1977) - 15.0 1 3 85.0 1/2 7 1/2
Sierra Leone (1977)
a. - -- - — 80.0 - -
b. -- - - - 100.0 -— 1
C » - - - - 100.0 - -
Turkey (1978) 10.0 i0.0 -~ 3/4 80.0 - 4 1/2
Gabon (1978) 20.0 - - 1/2 100.0 1 8 1/2
Togo (1979) 33.4 - -~ 2 100.0 - 2
Turkey (1979) 5.0 10.0 - 3/4 85.0 3 6 1/2
Sudan (1979) - - - - 100.0 —_ 6 L/4
Z2aire (1979)
a, shlort-term 10.0 -— - - 100.0 - 3 3/4
b. medium and
long-term 2.0 18.0 - 2 1/2 380.0 3 1/2 9
Sierra Leone (1980) 15.0 - -~ - 100.0 - 4 3/4
Turkey (1980) 2.0 8.0 - 31/2 90.0 4 B 1/2
Liberia (1980) 2.5 7.5 - 2 1/2 90.0 4 8 1/2
Madagascar (1981) 34.4 - - - 100.0 - 3 1/4
Cen, Afr. Rep.(1981) 3.0 12.0 -- 3 85.0 4 B 1/2
Uganda (1981) 2.5 S - 3 85.0 4 7
Sudan (1982) 2.5 7.5 -~ 2 90.0 4 1/2 9 1/2
Madagascar (1982) 41.7 - -~ - 100.0 -— 2 1/4
Romania (1982) 20.0 - - - B0.0 3 6
Source: Agreed Minutes of debt rescheduling.

-

Sy
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Table VII. Official Muiltilateral Debt Renegotiations, 1975-1982
—-—Relation with Nonparticipating Creditors—-—

Most Favored Initiative Parallel Commercial Bank
Country Nation €l ause Cl ause Resc hedul ing
Agreement 2/ Negotiation 3/

Chile (1975) yes no no no

India (19753) no no no no

India (1976 no no no no

Zaire (19765) yes ves yes yes
Tndia {1977} no no no no

Zaire (1977-1) yes yes no no

Sierra Leone (1977) yes yes no no

Zaire (1977-11) yes yes no no

Turkey (1978) yes yes no ves
Gabon (1978) yes 1/ yes 1/ no no

Peru (1978) yes yes yes no

Togo (1979) yes yes no yes
Turkey (1979) yes yes yes no

Sudan (1979) yes yes no yes
Zalre (1979) yes yes yes no

Sierra Leone {1980) yes yes no

Turkey (1980) yes ves no yes
Liberia (1980) yes yes no yes
Pakistan (1981) yes yes no no

Togo (1981) yes yes no no

Poland (1981} . ves yes yes
Madagascar (1981) yes yes yes no

cen. Afr. Rep. (1981) ves yes no no

Zaire {(1981) ves ves yes no

Senegal (1981) yes yes no yes
Uganda (1981) yes yes no no

Liberia (1981) yes yes no yes
Sudan (1982) yes yes yes no

Madagascar {(1982) yeESs yes no yes
Romania (1982) ves yes yes ves
Mal awi (1982) yes ves yes yes
Senegal (1982) yes yes yes no

Uganda (1982) yes yes no no

Source: Agreed Minutes of debt rescheduling.

i/ The wording was somewhat different from the others in that the agree-
ment “invites” the Gabonese Government to seek reschedul ing of arrears on
nonguaranteed credit on comparable terms and not to discriminate in favor
of nonparticipating creditors.

2/ Agreement reached within six months prior to or preceding the date of
official rescheduling.
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le VIIl, PFepavment Schedute
Payments Schedule 7in per cent ol tntal payments subject to rescheduling) - e 0 !
Nalendar Yearn Following Fescheduling 1/
Years of -
Kesched-
uling 1 N 1 4 L b N & 5
Chile 119757
Vut vent debr 17,0 10,4 1P 10,4 1oL “.
Jalre 19760
Arraars ! ir. 2. 1
Currenl principal .= 19, ) 120 130

Zaire 1907
Arrears - 0]
Curtent pripcipal - g

mlerra Leene 01974
Arrears o/ () .- Ju.n Iaon (LA T~
Current debt 100 |

Aatre (877 1)
Artenrs

N8

Turkey (1973
Arrears .

arrent debt K

taban 19780
Arrears

Peru 1478
Curreet prindipal

L PR
ATie¢ars
Current dent *

Tarkey 1979
Arrecars -
Turtent debt -

wedan (U979,

Arlrears -
Current dent . 1000 -- -

talre 1979

Atrears {medfum-

and lomg-term? -
Arrears {short-term?--
Carrent dent --

110 . I

alerra Leane ¢ 149K
Arvears o
Current deht -
Futkey ]380
Artears - o’
Current deht -- T
Liberia ¢ 1980,
ArTears --
Carrent Jdebt -

130 1.0
130 18,

>
Tavs
>

14,

B 14,1

a
N

ol
-”

Toga tL9ALY

Gurrent dept N
Puland t 1%51

Lurrent debe L LA Jrs Y S8
Madagascar 1991

Arrears Ia.n [R.P

Cutrent geht -- .0 L]
vent, Arr. Fep. ' 13811

Arrears 1.0 o i

Current debl 15,0 .- - -
Talre t194])

Cfurrent Jebt N
Seneyal (1981

Current dekbt - - . g
Uganda « 1961,

Arrears -

Curcent deht --
Liberla 1 199

Lurrent deb )

x

14,7 1u.n

Sudan ¢ 19R4
Arrears .
Current debl <.
Madagas. ar o 198
ATrears FIA 2.
Cukrent debt 2.5 N
Homania 198
ArTe-ars
Currenl dekt T
alawt 9B
Current debr LPN -
Sencgal (19E0)
Current debt - roh ) S
Uzanda [ 1¥B.+
Current debt == 2.u 2

Tnas Troe Inas Ih.s Lhoes
a [ Ira ML

'
Ed
LT

source:  Apreed Minutes of debt reschedaling.

- LY
tmsars tnllowing rescheduling. The next calendar vears after the year of the rescheauling. Becsuse pafurits
period in Taoles & and % te counted trom Lhe end of the (oasulidatlon period 1o the last repavment date, the
nuiher of yedrs Ilowing rescheduling may nol carveapond directly o the matarioy. *
-

luding arrears prior to o:3udtn foar which 10U peT cent was rteschedaled cver P10 mars.
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Table IX. Official Multilateral Debt Renegotiations, 1975-1982
—-—Amount Resc hedul ed—- )

Amount Regcheduled as Per Cent of
Amount Reschedul ed Total Debt Exports Current
(In millions of Debt Out- Service of Goods and Account

Country U.S. dollars) standing 1/ Payments 2/  Services 2/ Deficit 2/
Chile (1975) 230 8.2 46.0 3/ 13.0 39.8
India (1975) 228 I.9 28.4 5.1 N.A.3/
India (1976) 200 1.6 23.6 3.2 4/ 5/ N.A.3/
Zaire (1976) 270 14.2 219.5 27.6 ~ 32.7
India (1977) 110 0.8 11.3 l.4 N.Aﬂgl
Zaire (1977-1) 170 7.3 126.8 8.6 17.1
Sierra Leone (1977) 39 23.4 139.3 26.3 6/ 97.5
Zaire (1977-11) 40 1.7 25.8 2.0 4.0
Turkey (1978) 1,300 24.1 219.2 46.1 i/ 73.0
Gabon (1978) 63 4.0 16.2 b4 6/ N.A.3/
Feru (1978) 420 8.1 61.0 17.4 218.8
Togo (1979) 260 39.5 351.4 92.5 101,2
Turkey (1979) 1,200 16.4 131.3 L
Sudan (1979) 497 19.3 355.0 . - 59,0 90.9
Zaire {1979) 1,040 28.8 444,54 53.3 N.A.3/
Sierra Leone (1980) 37 10.4 86.0 17.2 6/ 23.4
Turkey (1980) 3,000 25.9 214.4 76.0 &/ 87.7
Liberia (1980) 35 7.6 72.9 5.7 34,4
Pakistan (1981) 2i6 2.4 33.5 7.0 Z2i.8
Togo (1981) - 232 25.7 580.0 115.4 6/ 188.6
Poland (1981) 2,200 : -
Madagascar (1981) 140 12.7 112.9 29.2 38.5
Cen. Afr. Rep. (1981) 72 44,2 1,200.0 77.4 6/ 51.8
Zaire (1981} 500 12.0 98.0 29.8 1i8.8
Senegal (1931) 75 7.8 197.3 17.5 Q/ 16.0
Uganda (1981) 30 5.0 22.4 12.3 &/ 12.7
Liberia (1981) 30 5.6 57.6 5.4 5/ 6/ 36.0
Sudan (1982) 80 2.2 i0.8 9.3 8.4
Madagascar (1982) 107 91.4
Romania (1982) - 234 2.2 13.2 3.3 7/ N.A.3/
Malawi (1982) 25 3.2 9.2 8.8 6/ 15.0
Senegal (1982) 74 5.2 194.7 13.6 6/ 21.2
Uganda (1982) 19 3.7 14.1 6.7 5/ 6/ i3.6

Sources: Agreed Minutes of debt rescheduling; OECD; IBRD; and various Fund reports.

Qutstanding as of the end of preceding year.

/ Amount in the year of rescheduling.

E/ N.A. = not applicable/current account surplus.
4/ Exports of goods plus {positive) net services.
5/ Fiscal year data.

/ Exports f.o.b.

7/ Convertible currencies only.
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Table A. Pakistan: Date of Agreed Minutes: January L., 1981
Scope of Debt Retlef Kepavment Terms
Grace period
Consnlidation (End of
Period Consol{dation
(Tncluding Estimated or Proportion of Perind to
Rescheduled Actual Amount Maturities Date of Firet Maturity =
Arrears at the Congalidated Coverad by Repayment of Orace +
Type of Baginning of Under Agreed Agreed Rescheduled Repayment Interes? Rate
Debt the Consoli- Minutes Minutes Amount ) Perinds n Rearranged
Covered dation Period) (US5% millionY (In per cent) {Years (Yearal Maturities

Unpaid principal L/15/81-7/14L/82 a0
and interest on
offictal and
officially
guaranteed debt
with original
maturities nof
more than one
vear and having

a grant element
of 2% per cent or
mere contracted
before 7/1/80.

90--To be determined bilaterally so¢ as to reach, in each case, an

Undertakings in Agreed Minutes

Nondiscrimination

Goodwill
Clause

M.F.N, Initiative
Clause Clause

Stand-By

Other Arrangemsnt Chal rmanship

uther
Comment s

Yes, participacing Yes No
creditors to con-

sider, in 18 months,

annther request to

meet on the lssue

of additional debt

relief.

11/80=-11/83 Consort fum
Agreed Minute notes

the EFF agreement wicCh
IMF and statements by
representatives of
IBRD, IMF, and UNCTAD
to recent developments
in economic policles,
continued financial
difficulties, and need
for additlonal exter-
nal assistance.
Participating creditors
expressed satisfaction
with economlc reform
program and stressed
importance of continu-
ing and full imple-
****** ihe
program.

Renegotiation
of debt appli-
cable only to
¢concessianal
loans, l.e.,
with grant
element of

15 per cent or
7] £
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and otheer
Sve Dl 5,

Table B, Topo!  Date of Axreed Minutes: Fehruare (0, 1981
Scope of Debt Reliet Hepayment Terms

- Grace Period

Consolidat Lo tknd of

Feriod Consolidacinn

tTncluding Extimited or Praperiion of Feriod to

Fezotieduled Actual Amuunt Matarfties Date of First Maturity =

Arrears 4t ihre Cunsolidated Cavared by Repayment of urace +
Type .t bexinnins ol ndeer Arreed Arivedd Rescheduled Repayment lnturest Fate
ve bl the Mansali- Minutes Minuges Amwunt ) Periods nn Bearranged
Loaaerel dation Porlods tUns milllant ‘lr por cent) ' Years! {Years) Maturities
Unpaid prancipal [N S 100 ot which:
and anderest o on hroken down oot
atricral anmd d5%==-a0 in 10 equal semi-
altratal iy LTI B B2 o IURLY P annual Installments Ta hre
caaranteed dehr heyinning L273LiHs detoermined
“irh an criat- [V I AT IR B TU amd ending h/ingn, .l A.% hllatorally.
nal maroraty o
mete Than ane -k oin 1o oequal semf-
YEAr Ceatvacted antmual installments
heatfoare: S edi, hepinning 1211 /84

and anding B/30/9%, 4.0 5.9

tExs Taded are
debts relared 18~-ay 2,% pur cent a5 oriein-
teo Ll AL, ally scheduled and L2.5 per
fEerram, Which cent o on 12731782, -= L.
are Joelntly
Fuarants e by ==kl ts be paid as
the wovernmenn ariginal ly scheduled. -- --
of Topaand

Undertakings In Agreed Minutes

Nondlserimlnatioen

Gondwi L1 MLF LN, Initiative Srand -Hy Ot her
Ulause Clanse Llavse Other Arrangement Chal rmanshilp Comments

Ten, [or Jdebt Yes Tew 2ALLFR1=2,12:43. Parle Club

service Jr1508-

12288, conidt = Agreed Mimites state

tional v observine thar credltor coun-

wf Lecter of Locsenr tries expressed

Wi 10hino and Lnat gatiafaction with

Topn has reached |
later than 1/3)7:
understandings with
IMF nn plicy
intentions and
pertarmance ¢ lauges
related o SBA up
o MoLUSo R,

N

program and stresded
impurtance of the
contimiing and tull
implementation of the
program, particularly
debt management and
the reorganizatinn of
publlc enterprisses.




Table ©. Poland:

Date of Agreed Minutes:

- 30 -

April 7,

195l

ANKE &

Scupe of Uebt Helief

kFepayment Terms

Grace Perlnd

Consglidatiun thod of

Perind Canselidation

Hneclading Estimated or Propurt ton ot Perlod to

Rescheduled Actual Amount Maturities Date of First Maturity =

Arrears at the Consalidated Covered by Repavment of Lrace +
Type of Begianing of Under Agreed Apreed Reschedul ed Repayment [nterest Rate
D be the Consoli- Minutes Minutes Amaunt } Periods un Kearranged
Covered dacion Feriod) (5% millinont {In per cent) (Years) Years? Matur it les
Unpaid principal a' Arrears as of 2,00 Wi—-for (a} and b
and interest on 5/1:R1 {n & semlannual
official and instal lments fon
ottffcially by G710 81=-12731781 the tirst day of T be
suarantaed debc January and lulw) determined
with an orlglnal beginnlag 171:8n. - s bilaterally.
maturity aof
more than one [ *Rgmalning 17 per cent (o
vedr contracted be paid as wriginally
befare 17181 scheduled.)
9) (utstanding
irfedrs up to
Silfal.
b1 Unpaid
principal and
interest
S/1/81-27131781

Undertakings in Agreed Minutes .

Nondiscrimination
Goodwli 1] 4.F.N. Tnitlative Stand-By Jther
Clause Ilause Clause Uther Arrangement Chafrmanship Crmment s
Yes, creditors to Tes Yes Report on a 3 year Special task

positlvely examine
Jebt service in
1982 and 1983, To
this end, joint
conml sslon (o meat
In Paris in
Seprember 1981 and
thereafter at
mutually agreed
dates,

stabilizatton pro- tarce
gram attdached ta
Agreed Minute; speclal
importance attached

te Sectlon 111,
paragraph 3,

and halance of
payments Largets.
Creditors agreed

to mewt 4t halt-
vedrly Intervals

tou discuss prugress
in srabilization
program.

Bilateral agreements
te be coneluded not
later than n/30/81.




Table D'. Madagascar:

Date of Agreed Minates:

April 10, 1981

ANNEX

Scope of Debt Relief

Pepavment Terms

Grave Period

Cunsalidarinn {End ot
Perind Conwnlidatiun
tincludling Estimated or Froportion of Perind te
Rescheduled Actual Amount  Maturities Date of First Maturity
Arrears at the Consolidated Covered by Repayment of Grace +
Type ot Reginning of Under Agreed Agrecd Redcheduled Repayment Interest Rate
Debe the Cunsuli- Minutes Minutes Amcunt ) Periuds vn Kearranged
Cave red dation Ferind} {USs millient (In per cent) (Yeara) {(Yearst Maturities
Unpaid principal a} Arrears as of 141 a) L0 af which:
and interest on L/1:81,
afficial anl 2%--t« be pald by
official wuaran- b1 1/]/H1-n/30782. 12031781,
teed Jdebt one vear
sontracted hefare Th--in % equal
TALIEL, semlannual
installments
a) vutstanding starting on Ty he
arrears finclud- 3/31/92 and determinad
ing short-term! ending 9/BU/BS, - 1.2% hilaterally.
as ar 171781, :
b} 1o of which:
by Unpald princi-
pal and irterest R9--in 11 equal
on debr with an semlannual
uriginal inacallments
maturity nf ' starting 3/31/80
mare thap ane and endlng 9730790, Jofn k.25
year from 1/1/81-
B/ 30742 15--5% par cent as
ariginally
acheduled; 5 per
cent on b/3u/87 and
5 per cent ~n
6/30/84. 1/ - ¢.n

1/ For maturities falling due 1/1/81 and signature of the hilateral agreements, the remaining 15 per cent will e paid as

follows: 5 per cent one month after signature of bilateral agreements; 5 per cent on A/30/83, and 5 per cent on b/3U/HSG,
Undertekings in Agreed Minutes
Nondiscrimination
Goodwill M.F.N. Tnitiative Stand-By uther
Clause Clause ~ Clause Acher Arrangement Chatl rmanship Comment s
¥Yes, for debt ser- Yes Yes 4-13/81-R/2RFHD, Parls Club Special

vice after July 1,
1982, provided
that Madagascar
cant lnues to

have an upper
eredit tranche
program with 1MF.

Agreed Minutes state
that participating
cralltors expressed
datisfaction with
adjustment efforrs in
program and stregged
importance of the con-
tianing and tull
implementation of
program, particularly
the revitalization and
restructuring of
product fve sector of

@canomYy.

teature is
that renegu-
tiatlon
pruvided for
rescheduld ng
af short—term
BITEITS,.




ANNEX
Table E. Central African Republic: Date of Agreed Minutes: , June 12, 1981
Scope of Debr Relief Repayment Terms
Grace perind
Consalidation {End of
Perind Consulidation
(lncluding Estimated or Proportiun of Perind tn
Rescheduled Actual Amount Maturities Late of First Macurity =
Arrears at the Consolidated Covered by Repayment of Grace +
Type of Beginning =f Under Agreed Agreed kescheduled Repayment Interest Rate
Debt the Cunsoli- Minutes Minutes Amount) Pericds on Kearranged
Covered datlun Period) (US55 million) (In per cent) (Years) {Years) Maturities
Unpaid principal a) Arrears as of 1z Arrears
and Lnterest won L/LIRL, 00 of which:
wfficial and
offictally b LAL/BL-12/31/81 8%--a) In 1} equal
Zuaranteed semlannual
debt with an insrallments starting To be
ariginal 12/31/B5 and ending detsrmined
maturity ot B/ 30/90, 4,0 B.S bilaterally.
mere than one
vear contracted 15--a) Three per cent by
prior tn is1/81. t2/31/81; 4 per cent
each on 12/31/82,
a1 Outsranding 12/31/83, and 12731784, -- .0
arrears as of
1/1/81. Current Maturities
85 -h)} In 10 equal
b) Unpald prin- semlannual
clpal amd inecallments
Interest 1/1/Bl- starting 1/1/4% and
12731481, ending 6/30/90, w0 A.5
(*Remaining 15 per cent to be paid
as originally scheduled.?
Undertakings in Agreed Minutes
Nondiscrimination
Goodwill M.F.N, Initiative Stand-By Jther
Clause Clause Clause Other Arrangement Chal rmanship Comment 5
Yes, Eor debt Yes Yes Agreed Minutes A710/81-12/731/781. Faris Club

service talllng
due after
12/317K1, pro-
vided that the
C.AR. continues
te have an upper
ctedit tranche
program with

the IMF.

specifically state
that participating
creditors will seek
to conclude bi-
lateral agreements
within a perlod of
4 months.

Agreed Minutes state
that participating
creditors took note
of adjustment mea-
sures in the program
and stress impertance
of contimiing and
full [mplementation
of the program,
particularly the
revitallzation of
praoduct jve sector
and fmprovement

in management of

the publirs sectar.




- 33 ANNEX
Table F., Zalre: Date ot Agreed Minutes: July 9, 1931
Scope of Debt Rellef Repayment Terms
- - frace Perlod
consalidat Lon vEnd ot
Perind Cansnl{datlon
vine luding Escimated or Propurtion of Period to
Eueehadul e Actual Ameong Maturitles Bate of Flrst Maturity =
Arrears at the Consalldated Covered by Eepavment of Grace +
Tvpe of Bewinnine of Under Agreed Apgreed Beschednled Repayment Interest Hate
Ds Tt the Consal{- MinutLes Minures Amount ) Ferlods un Fearranged
Covored datiaon Ferlod) tUs> mill{ony tln per cent? tYears) {(Years) Haturitles
Unpald principal (NI N I U DS O S Lo af whiche
and Interest on hroken down {ntos
officlal and G0--a) in 1l equal sem{annual
attictally ay 1/Lral-12: %Rl installments starting Ta be
gnarantes| L2740 4% and ending determnined
dubt with an by L/L/32-12711480 6/ 4091, uLtl 9.5 bilacerally.
srisinal
maturbey of --b1 1n 12 equal semiannual
mare than one fnatallments starting
Yelr contracted 1273146 and ending
betore 1;1:7%, i3l A 9.3
10--a2» 2,5 per cent ane gonth
after signature of
bilateril a¢reement and
2.5 per cent each nn
June 0 of the years [9HD,
[947, and 1984, - 2.5
==b) 1n & equal anmial paymenls
starting 6/ A0/B2 and ending
TR AN N
Undertakings In Agreed Minutes
Nondiscrimination
Soodwi L] M.F.H. Initfative Stand-Bv dther
Clause Clause Clause arher Arrangenent Chaltmanship Comment s
Rescheduling of Yey Yes Amounts tallling due EFF--p/lX1/8l-0/21784. Paris Club

L-lisg=-1273078
macurities cun-
ditional on
Zalre's eligih{l-
ity to make
pur<hases under
the EFF.

in 1980 and pavment
ot which was

Agreed Minutes state

delaved to 1981 by
lack of implemen-—
taticn of 1979
Agreed Minute will
not be eligible for
present reschedul-
ing and will have
ta be pald within
one moncth at the
cuneclusion ot the
bilateral agreement
of the agreed
Minute af 1979,

that participating
credicors Caok note
of adjustment effurts
in the prugram and
stressed lmportance
of its coenrinuing and
full implementatian,
particularly the
revitallzatlan af

the praductive sactor
and {mprovement of
public finances and
farelgn exchange
adjustment.




Table (.

Senegal:

Date

uf Agreed Minutes: Getober L3, 1931

ANNE X

Scope of Debt

Rellef

Repayment Terms

Grace Periled

Congnlidaclon {End of

Period Consalidation

(Llneluding Estimated ur Froportion aof Periud to

Kescheduled Actual Amount Maturities Date of Firet Maturlcy =

Arrears at the Cansnlidated Covered by Repayment aof Grace +
Trpe ™ Beglnning of Under Agreed Agreed Rescheduled Repayment interest Rate
Debt the Conaoli- Minutes Minutes Amount ) Feriods on Rearranged
GCovered dation Pariod) (USS milliont (In per cent) {Years) (Yearsg) Maturities
Unpaid principal T/1/B1-p/301/82 75 100 of which:
and lnterest in
ufffclal and 85--1n 1J equal semfanmial
afticially guaran- installments starting Ta be
tend debt with 6/30/86 and ending derermined
an origlinal 12/31/90, Gl H.5 bliacerally.
maturity of more
than ane vear 13--5 per cent each an
contracted 6/30 of the years 1943,
befare 771781, 1984, and 1985, 1.0 3.0
{Excluding debta
af Alr Afrlque and
"Agenc.: pour la
Securite de la
Navigat len Aerlenne,”
which are guaranteed
juintly hy Senegal
and other
aovernment s,

Undertakings in Agreed Minutes

Nond{scrimination
Goudwill M.F.N. Tnitfative Stand-By fither
Clause Clauge Clause Other Arrangemeat Chairmanahip Comment s
Yes, for debt Yes Yes 9/11/81~-9/10/82,

service afrer
June 30, 1952
provided that
Senegal cun-
tinues to

have an upper
<redlt tranche
arrangemsent
with [MF.

Agreed Minutes state
participating credl-
tora tnok nnte of

ad justment measures
of prugram and
atressed importance
of tts contimiing
and full ilmplemen-
tation, particularly
the revitallzatlion
of productive sector
and the Improvement
of public finances
and forelgn exchange
mAnagement .

Paris <lub.




ANNEX

Table H. Uganda: Date of Agreed Mlnures: November 148, 1981
Scope of Debt Relief Repayment Terme
tirace Period
Consalidation tEnd of

Ferjind Consolidatinn
tIneivding Estimated or Prapattlon of Perind to
Kescheduled Actual Amosunt Maturities Usre of Flrst Maturfity =
Arrears at the Cunsalidated Covered by Hepayment «f Grace +
Type of deglaoning nf Undir Agreed Apreed Ruacheduled Repavment Interest Rate
b bt the Canseli- Minutes Minures Amount Feriods un Rearranged
Loayere] dation Period) (US5 millfony fIn per cenl) 1Years) {Years} Maturlities
Unpaid principal Aa) Arcears as of io 100 gf whichs
and interest on n/loiEl.
afficlal and 3%--a! in 7 successlve
afficially by F/1l-n/d0/R2 payments as follows:
guaranterd debt 10 per cent an b/30/Sn
with an origi- and 1I.9% per cent in
nal marariey k semlannual ingtall- To be
of mare than ments starting LI/31/Bh determined
one vear con- and endtng k7301739, 4.n 7.n bilaterally.
tractel hefore
il Ofi-=b) in 10U equal semlannual
fostallments gtarting
a) Arrears as 1273174y and endlng
of wf3El, 309, 4.0 8.5
k) Unpaid prin- 13--3) I1.% per cent on
vilpal and 5730782 and K/INGRY,
fnreresc 7!l 41— 5 per cent szach on
LR TIEE- T k/30/Bu and H/3U/BS. - 3.0
b) in 5 equal annual
paymenie nn June 3,
1982, 1983, 1984, 1985,
and 19%h, -- 4.9
Undertakings {n Agreed Minutes
Nondiscrimination
Goodwi 1L M,F.N, Initliative Stand-By Other
Clause Clause Clause uther Arrangement Chalrmanahip Comment g
Tes, [or debe Yes Tes B/5/BL=n7307R2 Parls Club

service after
June 30, 1982,
provided that
Uganda <on-
tinues to have
an upper cred-
it tranche
program with
™.

Agreed Minute states

that participating
creditors Look note
of adjustment mea-
sures and astressed
importance of con-
tinuing and full
loplementation of
the program, par-
ticularly recon—
struction of
product jve sectar
and lmprovement

of publi: finances
and foreign

exchange management,




ANNEX

Table J. Liberia: Date of Agreed Minutes: December 1h, 1981

Scope of Debt Reliel Repayment Terms

Grace Period

Consolidation (End of

Period Cangslidation

{Inciuding Est{mated or Proportion of Periud to

Keacheduled Actual Amount  Meturities Date of First Maturity =

Arrears at rhe Consolidated Covered by Repayment of Grace +
Type of Beginning of Under Agreed Agreed Rescheduled Repayment [nterest Rate
Debr the Conscli- Minutes Minutes Amount ) Pericods on Rearranged
Covered dation Period) {USS million) {Lln per cent) (Years) {Years) Maturities
Unpaid principal 1/1/82-6/30/8) kh] 100 of which:
and interest on broken down Into:
afficial and 9--a) in 1} equal
of ficially a) 1/1/82-9;730/82 semlannual
guaranteed Installments Ta be
debt with an b) 1u/1/82-0/90/8) starting L1/15/36 determined
original and ending 5/15/91. 4.2% R.5 bilaterally,
maturity of
more than --b) in 10 equal
one year semlannual
contracted instal lmente
before starting B/15/87
171781, and ending 2/15/92. 4,25 a.5
(Excluding 10--a) in 4 equal annual
debts related to successive pavments
“Roberts starting on 9/30/82
Flight Infor- and encing 9/30/85. - 3.0
mation Region”™
program which -=b) In 4 equal anmal
guaranteed duccensive payments
Jointly by starting 6/30/83 and
Liberta and ending 6730/86. - 3.
other
governments.)

Undertakings in Agreed Mipnutes

Nondiscrimination
Goodwill M.F.N. Initiative Stand-By Other
Clause Clauge Clause Dcher Arrangement Chalrmanship Comments
Yes, for debt Yes Yes Agreed Minute 8/26/81-9/15/82. Parig Club

service 10/1/B2-
6/30/83, pro-
vided that
Liberia has
reached agree-
ment with IMF

on an upper
credit tranche
arrangement

not later than
September 30, 1982,

specifies that
bilateral agree-
ments to be con-
cluded with the
least delay and to
spare no effort to
reach conclusion
of bilateral
agreements by not
later than 9/30/82.
Partlcipating
creditors to meet
in summer of 1982
to discuss compli-
ance of present
arrangement.

Agreed Mipnute states
that participating
creditors took note
of adjustment mea-
sures and stressed
the {mportance of
continilng and full
inplementation of
the program, partic-
ularly the Lmprove-
ment of public
finances and re-—
eatablishment of
internal and
external confidence
in the management

of the economy.




Table K.

Madagascar:

Uate of Agreed Minutes:

July 13, 1982

ANNEX

S5cope of Debt Reljef

Repayvment Terms

Grare Period

Congolidacion {End of
Pariod Consolldat lan
t Inzluding Estimated or Fropartlon of Feriod to
Rescheduled Artual Amcunt Maturities Uate of First Maturitcy
Arreavs al the Consolidated Cuverad hy Kepayment of Grace +
Type wof Beginning of Under Agreed AZreed Hescheduled Repayment Interest Rate
Lieht the Consal{- Minutes Minuteg Amount ) Periuvds an Rearranged
Coveread Jarion Perind) (UGS millinnd  (In p=r centd tYears) (Years) Maturities
Unpaid principal a) Arredrs as ot 1n? 18 wf which:
and Interest on LER T FE UM
atflelal and T0--ay {n A sembanmial
abffetally PR P RELRR Y K Installments starting To b
naranteed dubr . 13133 and ending derermined
9730785, -- 2,25 bilaterally.
ady Arrearvs
I ine luding 89--bt in 10 semlanmal
shurt-t=rmi as installments starting
ATl 3UIR, A'3L:A7 and ending
Tri00. w75 9.25
by Tnpaid prin-
cipal and Wi--a1 betore 12731792, -— -=
Interest on
debts with an -=b} Five per cent
wriefnal payable when due;
maturity of 5 per cent each an
mare than wme 073084 and miYr8s, ~-- 2.0
yedr T/1i¥2~
n/IRT,
lindertakings in Agreed Minutes
— Nondiecrimlination
Goodwlll M.F.N, Initlative Stand-By acher
Clause Clause Clause Other Arrangement Chal rmanship Comment 5
fes, tur debt Yes Tes Agreed Mlayte acip- 7/9:82-7/8/8) Paris Club Speclal fea-

service atrer
/30783, pro-
vided that
Madagasrar
wontinnes to
have an upper
credit tranch
arrangement
with the TMF,

2

ulated thar all
arrears resulting
from April 1981
rescheduling pust
be pald off by
9/332. Although
larael 15 not men-
tioned by name, a
special clause
makes «clear that
this stipularinn
also applies to
rescheduling of
arrears betwesn
Madagascar and
lerael, even chough
Israel did ngoc par-
ticipate in the
first Farls Club
meeling.

Agreed Minute atates
that participating
creditnrs took pore
of adjustment effort
and stressed the
lmportance of can-
tinuing and full
laplementatian of
the program, partic-
ularly rthe revital-
Lzation of the pub-
Ilic secter amd the
lmprovement of pub-
lic financea and
forefgn exchange
CAREZemant.

Lure in that
renegotiation
pruvided for
rescheduling
of short-temm
arrears.




service after
12/31/82, pro-
vided that
Romania con-
tinues to have
an upper credit
trance arrange-
ment with the
Fund.

Mlnutes speci-
fically include
banks and all
CMEA financlal
insticurions.

officlal and off1-
cially guaranteed
debt not covered
by this Minute

te be p=id by
9730182,

ANNE X
Table L. Romania: Date of Agreed Minutes: July 28, 1982
Scope of Debt Relief Repavment Terms
Grace Perluod
Consulidation tEnd of
Ferlod Cansaiidation
tTncludling Est imated or Froportion ot Period 12
Rescheduled Actual Amount Mazuritles Date of First Maturity
Arrears at the Conanlidared Covered by Repayment of Grare +
Tvpe of Beginning of Under Agreed Agreed Rescheduled Repayment Interest Rate
e bt the Cungali- Minuces Minuces Amount ) Periods on Rearranzed
Urvered dation Perlod} {US% million) (In per cent) {Years) (Years) Maturlties
Unpald principal a) Arrears as of 234 An--fa) and (b)Y tn 7 equal
and interest on 12731781 pemiannual installments To be
siflcial and starting 12/31/4% and dutermined
sfficially guaran- br L/1/B2-12/731/82 ending 12/31/88 3 h hliaterally.
teed Jdebt with an
uriginal maturlty
uf more than one i*Remainlng 20 per cent t.
yedr cuntracted be pald as scheduled.)
betore L/17RL.
a1 Arrears as nf
12731781,
b)Y Principal and
Interest L/7L/782-
12731142,
Undertaklngs in Agreed Minutes
Nondiscrimination
Landwi 11 M.F.N. Initiative Stand-By Oeher
Clause Clause Clause Other Atrangement Chalrmanship Cemment s
Yes, fur debt Yes Yes, Agreed All debt gervice an b/21/82-0/20/83 Paris Club

Agreed Minute states
participating creditors
took note of adjustment
measures and siressed
Llmportance ol con-
timiing and full
conpliance with

the program, particu-
larly the revitaliza-
tlon of the productive
gectar and {mprovement
»f publi~ fipances and
foreign exchange manage-
ment,




Table M. Malawi:

. T

Date of Agreed Minutes:

September Z., L9B2

ANNE X

Scope of Debr Kelief

Repayment Ierms

Consalidatien

Period

tln:luding Esrimated or Fropertion aof
Kescheduled Actual Amounc Matnrities

Arreats 4ac the

Grace Feriod
{End of
Congolidaticon
Perlad to
Date of Flrst

Maturicy =

credit tranche
arrangement
with the IMF.

and ofElclally
guaranteed debt not
covered by thie
Minute to be paid
by 11730/K2.

ing and full imple-
mentation of program,
particularly revical-
ization of praductive
sectar and Llmprove-
ment of public
finances and fareign
exchange manazement.

Canaclidated Coavered hy Repayment of Lrace +
Type of Beeinning of Inder Agreed Agreed Ruscheduled Repayment Interest Racu
Dbt the Cransoli- Minutes Minutes Amount t Pericds an Rearranged
Caverel datian Pericd) 0SS millfond fIn per cent) "luars) {Years) Maturicies
Unpaid priacipal (PR EA-RELTIITE RN 2h 100 of which:
and Interest on
afficial aud A45--1{n 1N gemlanmial
otticlally instal lments To he
guaranteed dehr starting on Ir1/47 determined
with an wrigl- and ending 771791, 3.5 [ bilaterally.
nal matarity of
wace than ane 15~-7.5 per cent as
yrar cuntracted ariginally acheduled
befrre L:1/%2, and 7.% per cent an
6730 B, -- 1.0
Undertakings in Agreed Minutes
Nondiscrimination
Goodwi 11 M.F.N. lnfriative Srand-By uther
Clause Clavse Clause Other Arrangement Chati rmanship Comments

Yes, [~r debc Yes Tas Bilateral W/n/B2-8/5/83 Paris Club

sersice atter agreem=nts shouald

/30 83, pro- be cnncluded with Agread Minure states

vided that least delay and participatlng creditors

Malawl <un- in any case, befure took note of adjustment

tinues ta 5/31/83., All debt measures and stressed

have upper setrvice on offictal importance of continu-




Table N. Senegal:

Date o Agreed Minures:

November 29, 1382

ANNE X

Scope of Debt Rellef

Repayment Terms

Consalidationm
Feriod
tIng luding

Kescheduled Actual

Extimated or
Amount

Fruportion ol
Maturities

Grace Parded

1End aof
Gonsolidati.n
Feriod to
Date of First

Maturity =

Arrears at the Consgalidaced Coveredl by Kepavoent oI trace +
Type ot Beplonlng of Under Apreed Apreod Peschedul=d Repayment Interest Rare
Debt the Cansali- Minures Minutes Amcuntg ) Perivds un Bearranged
covered darinn Perlud! tU8S milllan) +Tn per cent)? Years s tYears Maturities
Unpald principal TILiRl-Bi3NIHY, 7a T of whislh:
and interest on
affleial and A5%--in 1 equal seafanmal
atficially installments starting Ta be
guarantesd debt 9:30/B7 and ending deternned
«ith an 331092, a0 %,5 bilaterally.
wriglnal
maturlity ot 19--2.% per cent each an
uver ane year 1273108 and P2/ 91735,
ventraceed befare % per cent each an
ToptEl rencluding P2Z7AL7ES and 12 31:8m, 0% (]
debts related ta
Alr Afrique and
‘Agence pour la
Securite de la
Savigation
Aertenne, which
are guaranteed
jalntly by
denegal and
athet govern-—
menLs),
Undertakings in Agreed Minutes
Nondiscriminatinon
Groodwi | ] M.F.N. [niciative Srand-EBv uther
Clause Clause Classe atloer Arrangement Chal rmanship Comment s

Yes, for debro Tes Yes Debt service on 11724 83-11:23,84 Paris Club

service atter atflelal and of f1-

031083, pro- cially cudaranteed Agreed Minute states

vided that debt nor covered by participating creditors

Senegal cun-
have
credit

tipues to
an upper

tranche arrance-

oenl
TMF.

with the

thls Mlnute Lo be
paid not later than
3431083,

took note of ad justmenc
measures and wkressed
laportance of continu-
ing and tull {mplemen-
zatlon of program,
partleularly the
revitalization of the
product ve sectar aand
{mpruvement of public
tinances and toreizn
sachange management .




Table O,

Uganda:

Date of Agreed Minutes:

December 1, 1982

ANNEX

Scope of Debt Rellef

Repayment Terms

Grace Perilod

service after
n!30/8Y, pro-
vided that
Uganda con~
times to have
an upper crad-
it tranche
arrangement
with the 1MF,

of Eicial and offi-
clally puaranteed
debr not covered by
this Minute to be
pald not later than
6/30/873.

Repavment of
arrears befnre
7/1/Bl to abserver
countries
represented at
present meeting
which did pot
attend 11/13/8]
meeting ta be made
according to Agreed
Minute of thac
meeting, and In
cages of payments
overdue under rhat
schedule, nor later
than 6/3078%,

Agreed Minute states
participating creditors
took note of adjustment
measures and stresased
importance of continu-
ing and full f{mplemen—
tation of the program,
particularly the re-
construction of

product bve sector and
improvement of publlce
finances and Forelgn
exchange management .

Consnlidation (End of

Period Cansalidation

{1nrc ludine Estimated or Propercion of Pericd to

Kescheduled Actual Amaunt Matur|ties Dare of First Maturlty =

Arrears al Lhe Congolidated Cuvared by Repayment of Grace +
Type ot Beginning of Under Agreed Agreed Reacheduled Repayment Interest Rate
Debt the Consall- Minutes Minutes Amount @ Periods on Rearranged
Cavered dat Lon Period) fUSS miiTjon) (In per cent) (Yearg! (Years) Maturlties
Unpaid principal 7i1/82-n/30:813 19 100 wf which:
and lnterest on
af tictal and --in 10 equal semiannual
of ficially Inerallments starcing Ta be
guaranteed Jdebt 12/31/87 and ending dJetermined
with an original 0/30/92, u,25 9.0 bilaterally.
maturitvy of more
than one year 11-~in 5 equal payments on
concracted June 30, 19K3, 1984,
befare 771781, L1985, 198n, and 1987, -- L0

Undertaklngs in Agreed Minutes

Nondiscriminatfon
Guader L1 M.F.N. Tnfittative Stand-By dcher
Clause Clayse Clause Qther Arrangement Chalrmanship Comment s
Tes, for debt Yeg Yes All debt scrvice on 8/11/82-8/10/83 Faris Club




Table P. 3Sudan:

Date of Agreed Minutes:

ra

March 18, 1942

ANNEX

Scope of Debt Relief

Repayment Terms

Urace Period

Consolidation LEnd of

Ferind Condolidation

tTneluding Estimated ur Propertion of Period to

Reacheduled Actual Amsunt Maturities Date of First Maturiry =

Arrears at rhe Congolidated Covered by Repayment of Grave +
Tvpe ot Beginning af Imder Agreed Agreed Ressheduled Repayment Intereat Rats
Lebt the Consoli- Minutes Minuces Amount ) Ferinds on Rearranyged
Guvetred datirnr Perind) (Us® mflifan) (ln per cent) (Years) (Years) Maturities
Unpald principal a) Arrears as nf fan Lo of which:
and Interest on b/ 30RL,
afflefal and 90-—{a) and {b) In 11
of (1eially guaran— by 7¢L/81-12731:82, aqual semlannual
teed debr with an installments starting Tu be
erlginal matur- 7/1/87 and ending determined
fty of more than JH1i92. 4.5 9.5 bilaterally.
une year con-—
tracted hetare 1Nn=-ta’) and (b) 2,5 per cent
7/17RL, on 12/31/82; 2,5 per cent

oo L1 0LIRY, and 5 oper

a1 Arrears as of cent on LIFIL/RS. -- 2,0
h 30 B,
by Unpaid princlpal
and interest 7/1/H1-
(I W N

Undertakings in Agreed Minutes 3

Nendiscriminacion
Goodwill M.F.N. Iniciative 5t and-By Other
Llause Clause Clause Other Arrangement Chairmanship Comment s
Yes, fur debt Tes Tes 2:18/82-147317R2 Paris Club

service after
12731782, pro-
vided that
Sudan con-
tinues to

have an

upper credit
tranche
arrangement
with IMF.

Agreed Mimites BLate
that participating
cralitnrs took note
of adjustment mea-
sures and stressed
importance of cun-
timiing and full
implementation of
the program, partic-—
ularly {mprovement
in public finances
and re-estahligh-
ment of internal

and extzrnal con-
fldence in manage—
ment of economy.

Frovisions of present
agreement apply on
conditinn that fudan
continues to be
authorized o make
purchases under
present Fund
arrangement.
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Part I1

External Debt Management of Selected Member Countries

I. Introduction

External debt management encompasses a wide range of activities
which include, inter alia, compiling data, projecting debt service
payments, controlling the level and composition of external indebted-
ness, and screening individual foreign borrowings by private and/or
public entities. Although some form of debt management is exercised
by most countries, concrete information on actual practices is available
only for a limited number of countries. Thils paper surveys such prac-
tices for 20 large debtors. 1/ About one half of the sample countries
have recently encountered debt servicing difficulties, and for these
cases, the paper discusses whether weaknesses in debt management policles
contributed to the emergence of these difficulties.

IT, Summary

Timely availability of adequate statistical information on the
external debt positions and borrowing operations of public and private
entities is a prerequisite for the implementation of an effective debt
management policy. Reliable data on medium- and long-term public debt
are, or will be, readily available in all but two countries, and the
lack of data on medium~ and long-term private debt is considered a
serious impediment for effective debt management only in a few coun-
tries. Although accurate data on all short-term debt do not generally
exist, those on short-term financial credits are availahle in all
countries but four. Data are compiled generally with a lag of 1-6
months. Thus, overall, the information avallability 1s reasonably
satisfactory in most cases. This relatively satisfactory state is, in
a sense, a product of debt servicing problems, as several countries in
the sample strengthened the debt monitoring mechanisms after having
experienced debt servicing difficulties, It may be noted that the
sample of 20 countries includes some of the best documented cases and
that, on average, the information availability might not be as good
for countries not covered in this paper.

The contracting of external debt by public sector entities is
subject to approval, on a loan-by-loan basis, by a ministry, an inter-
ministerial committee, or by the Central Bank in all countries, and
debt management considerations or constraints on supply of funds now
play an important role in determining the total amount of public sector

1/ The sample consists of the following countries: Argentina, Brazil,
Chile, Costa Rica, Denmark, Ecuador, Hungary, Ireland, Korea, Mexico,
Morocco, Philippines, Romanla, Sudan, Sweden, Thailand, Turkey,
Yugoslavia, Zaire, and Zambia.
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borrowing in all countries but one. As in the case of information
avallability, publie debt management was strengthened recently for
several countries after debt servicing problems were encountered.

In about a third of noncentrally planned economies in the sample,
the authorities impose a minimum maturity or a deposit requirement on
foreign borrowings by private entities in order to discourage short-
term borrowings. The governments of several countries impose a ceiling
on interest rates on foreign loans or on the spread over LIBOR, and in
one case, withholding tax is levied on interest payments abroad with a
view to influencing the cost of foreign borrowing. Alsoc, several
countries have instruments to influence the amount of trade credits
utilized. In the majority of the countries, however, the authorities
do not have an instrument designed specifically to regulate the amount
or the terms of private foreign borrowing.

The central element of external debt management is to determine
the sustainable level of the external debt servicing burden for the
country, and to control the types and amounts of foreign borrowing to
achieve this goal. Until recently, this form of debt management was
explicitly exercised only in four countries. Some of these countries
maintain a statutory ceiling on the debt service ratio, while one
country relies on a forward-looking analysis of the external debt
position. There are several other countries which recently adopted
the policy to adjust public sector deficits to contain external debt
at a desirable level. There are also cases where the authorities have
become increasingly aware of the danger of rapidly incurring external
debt, and adopted a set of macroeconomic policies designed to reduce
the external current account deficits.

In most of the countries which have experienced debt servicing
problems recently, inadequate debt management contributed, directly or
indirectly, to the emergence of the difficulties, In some cases, the
countries took policies to encourage shorter term borrowing or did not
control the maturity of foreign borrowings by public sector entities.
In others, the authorities did not implement strict screening of loan
proposals to assure the viability of the projects. There was also a
case where the high level of external debt left the country vulnerable
to adverse external shocks. The most common important cause was,
however, the lack of adjustment of aggregate domestic demand, of the
public sector budget, and of the exchange rate to contain the growth of
external debt.

There have also been positive experiences of debt management.
First, a ceiling on the debt service ratio served well for the purpose
of providing for a comfortable safety margin. It is, of course, diffi-
cult to define the target ratio and to project the ratio in coming
years, especially for countries which export a limited number of primary
products only. However, the application of this policy should not
be difficult once it is recognized that the ratio serves as the safety
valve and, hence, a comfortable cushion should be provided for. Second,
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a forward-looking analysis of the evolution of the debt profile under
several scenarios concerning the future path of external current account
balance served well to examine the sustainability of present policies.
TL 4 wd Ao d mansd mamar nA mmd o e L R T - T oy ey halowand
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prevent excessive recourse to short-term borrowing. When there is a
cost advantage in short-term borrowing, the deposit requirement could

be used to offset such advantage.

II1. Adequacy of Information

Data on medium- and long-term public debt are readily available

Aar all caceac and the data are considersad to be of a aquglity enffiriant
il adl casges, ang tine gata CoNsigerea e O 4 Quairlity sufficient

policy-making purposes for all countries but Costa Rica, Turkey,
and Yugoslavia (Table 1). 4 comprehensive survey matching the creditor
and debtor records 1s currently under way in Costa Rica, and the desired
dasa will be compiled shortly. Data are prepared routinely in Turkey
and Yugoslavia, but the quality is not fully adequate. For Turkey, a
general weakness in financial accounting and reporting of state economic
enterprises is the maln source of the problems, while in the case of
Yugoslavia, the central authorities do not obtain sufficient information
from the republics. Reliable data may not continue to be available in
Sudan, and Zambia because the statistics presently avallable are based
on a recent ad hoc survey conducted with the assistance of foreign
accounting firms, and the monitoring mechanism may not be effective
enough to keep the data up to date. 1/ In all sample countries, the
information is centralized at the Treasury, the Central Bank, and/or
an office under the Parliament, but military loans are sometimes not
covered in the reported statistics,

It is more difficult to collect reliable and timely informatiom on
private debt. In seven countries, adequate data on medium- and long-
term private debt are not available at present. However, for three of
these countries (Sudan, Zaire, and Zambia), this information is not
essential for effective debt management as access to foreign capital
by private entities is limited in the three countries. Costa Rica and
Mexico introduced a requirement last year that all foreign borrowings
be registered, and it is expected that the data will become available
in due course, Thus, currently, the lack of reasonably complete private
debt data is considered an impediment for effective debt management
only in a few cases.

A prior registration of foreign borrowing at the Central Bank is
the most common source of statisties on private debt. Access to the
official market for debt service payments appears to have given consid-
erable incentives for the borrowers to register their loans and, thus,
the registration procedure usually provided a solid data base. Unless
the registration was made, foreign exchange for servicing the debt

an IBRD representative is atta
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Table 1. Data Availability

Availability of Reliable Data 1/

Medium— and Long-term Short-term
Public Private 2/ Tr ade Financial
Credit Credit
{Yes, if data are avallable)

Argentina yes yes yes yes
Brazil ves yes no yes
Chile yes yes yes yes
Costa Rica no 3/ no 3/ no 3/ no 3/
Denmark yes—' no no no
Ecuador yves yes no yes
Hungary ves s yes yes
Ireland ves no no yes
Korea yes yes yes yes
Mexico yes no 3/ no 3/4/ no 3/4/
Morocco yes yesﬂ- no no
Philippines yes yes no yes
Romania yes PN yes yes
Sudan yes no no no
Sweden yes yes yes : yes
Thailand yes yes no yes
Turkey no 5/ no no yes 6/
Yugoslavla no oo no yes
Zalre ves no no 7/ no 7/
Zambia yes no no yes

1/ Data are considered unreliable when, in the staff's judgement, a
significant portion of the debt is not reported.

g/ In Hungary, Romanla, and Yugoslavia, all borrowers are considered as
public sector entities.

3/ Prior registration requirement was Introduced recently for all
fd?éign borrowings and, therefore, data would become available in due
course.

4/ Data on pu ilab

5/ Data collection and reporting have been strengthened recently,
although there is room for further improvement.

éj At present, only the Central Bank obtains short-term financial
credit.

Zj Data on guaranteed credits are available.

ublice debt are available.
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would not be made available in the official market. Thailand derives
the required information from exchange control records and a survey of

a large number of firms. It is rather difficult to collect complete
records of private capital transactions for the countries which do not
exercise strict exchange control or have an unofficial foreign exchange
market. No statistics on nonbank private debt are published in Ireland.

Comprehensive information on short-term debt is generally unavaill-
able and, often, what is reported as short—-term debt does not cover
all categories of liabilities. It is particularly difficult to compile
good statistics on trade credits, especlally the use of open accounts
and documents against acceptance financing. In Brazil, short-term
credits are exempted from the registration requirement. What is of
critical importance to debt management is the data on financial loans.
Such data are available in fourteen of the sample ccuntries, and will
be so shortly in Costa Rica and Mexico. 1/ The data sources are foreign
loan registrations, exchange control records, and/or balance sheets of
major borrowers, including banks. Yugoslavia i{s unique ir that data on
short—-term debt is believed accurate, although those of medium- and
and long-term debt are not; the former is well known as republic banks
report their foreign liabilities to the National Bank which comprise
most, if not all, short-term debt.

It may be noted that several countries recently strengthened the
monitoring mechanisms after having experlenced debt servicing diffi-
culties, Costa Rica, Sudan, Zaire, and Zambia made use of private
accounting firms for collecting accurate debt statistics, while the
prior registration requirement was instituted in Costa Rica and Mexico.
Turkey and Costa Rica recently established a special committee comprising
senlor representatives of concerned ministries and the Central Bank
to monitor and screen foreign borrowing by public entities.

IV, Management of Public Debt

The contracting of external debt by public sector entities is sub-
ject to approval by a ministry or an interministerial committee in all
countries in the sample, Except for Hungary, Ireland, Romania, and
Sweden, where the authority to contract a foreign loan 1s centralized,
most public agencies are authorized to borrow from abroad. A prior
approval requirement was introduced recently in Sudan and Yugoslavia,
and the screening process was strengthened in 1981-82 in Costa Rica,
Turkey, and Zambia. 1In most countries, the government may guarantee
foreign loans taken by private sector entities under specified cir-
cums tances. Normally, only the Treasury 1s authorized to provide such
guarantee,

ij In Mexico, data on financial credits are agvailable for the public
sector.
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Until recently, explicit debt management considerations played an
important role in determining the total amcunt of public sector borrow-
ing only in Korea, the Philippines, and Thalland. In Korea, such
amount has been determined on the basis of a forward-looking analysis
of the country's debt position, and in Thailand, there has been a
statutory ceiling on the debt service ratio of public debt as well as
on the ratic of foreign borrowing by the Government to total government
expenditure. In Denmark, Ireland, Mexico, Morocco, Romania, and Sweden,
foreign borrowing was not a major factor constraining the formulation
of the budget and other aggregate demand management policles, In
Ireland, the Government increased its foreign borrowing and allowed
state-sponsored bodies to borrow abroad to ease pressures on domestic
interest rates, Chile is somewhat unique in that the main policy aim
was to reduce the outstanding public debt until 1981 but, in 1982, the
public sector borrowed heavily abroad to compensate for a decline in
private capital inflows. In Argentina, Brazil, Costa Rica, Ecuador,
Turkey, Zaire, and Zambia, it appears that the authorities did not
specify the total amount of public sector foreign borrowing that they
targeted to obtain, In most of these countries, approval was granted
without strict screening, although the approval was in principle to be
granted for loans to finance viable projects only. I/ In Sudan and
Yugoslavia, the size of public sector foreign borrowing could not have
been controlled as prior approval was not required for individual
loans.

In a mumber of countries, notable changes occurred during the
last few years with respect to management of external public debt.
After encountering debt servicing difficulties, the Govermments of
Argentina, Brazil, Costa Rica, and Mexico adjusted or are adjusting
public sector deficits to a level consistent with the avallability of
foreign funds. Denmark, Hungary, Ireland, Romania, and Sweden have
adopted a policy to reduce the external current account deficits over
the next few years in order in part to limit the growth of external
public debt, In Costa Rica, Sudan, Turkey, and Zambia, the mechanisms
to manage public external debt have been strengthened considerably,
but the types and the amount of foreign loans are now so limited that
the avolidance of unwarranted debts is not an operational issue.

External debt consists of liabilities denominated in several cur-
rencies and, therefore, there is a need to minimize a loss arising from
exchange rate fluctuations of major currencles. To this end, Sweden
diversifies public foreign borrowings as much as possible and chooses
the currency in which the borrower pays the lowest rate of interest
adjusted for anticipated changes in the exchange rate. In Ireland,
loans denominated in deutsche mark comprise nearly one half of public
debt because of the relatively small exchange risk thought to be
involved in intra-EMS borrowings; the borrowing strategy reflects
expected exchange rate movements as evidenced by the recent exchange

ij In Morocco, foreign borrowing was allowed to finance capital
expenditure, not public consumption.
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of a floating-rate U.S. dollar loan into a fixed-~interest Swiss franc
loan. However, no country has adopted formal policy guidelines linking
the currency composition to, say, the reserve composition, the currency
basket used to determine the exchange rate, or the currency composition
of foreign exchange earnings.

V. Management of Private Debt

Foreign borrowing by the private sector is subject to prior govern-—
ment approval in ten of 17 noncentrally planned economies in the sample
(Table 2). Of these nine countries, Brazil, Chile, Korea, and the Phil-
ippines have used this requirement actively for the management of private
debt, and Costa Rica and Turkey began using this instrument recently for
this purpose, The approval requirement appears to be enforced effectively;
the enforcement is facilitated by the existence of strict exchange control
or the provision for access to the official foreign exchange market for
debt service payments. Ln Ireland, Morocco, Sudan, and Zambla, the
approval requirement seems to be essentially a formality.

Where the authorities intervene directly with private foreign
borrowings, the purpose of the intervention is mostly to encourage
borrowings with longer maturities. In Brazil, Costa Rica, and Turkey,
loan applications would be approved if the maturity is longer than a
certain prescribed period. 1In the Philippines, the guidelines on the
borrowing terms are announced periodically, and foreign loans would
not be permitted unless the guidelines are satisfied. The Chilean
system is more elaborate: until May 1982, foreign borrowing with
average maturity of less than 24 months was not allowed, and foreign
borrowing was subject to the requirement that a portion of the borrowed
funds be deposited, interest-free, at the Central Bank; the higher the
deposit requirement, the shorter would be the maturity of the loan
(20 per cent deposit on loans with maturity of less thanrn 24 months;

15 per cent for maturities between 24 and 35 months; 10 per cent for
maturities between 36 and 66 months; and no deposit requirement for
maturities above 66 months). Commercial bank short—term borrowing for
relending purpeses was exempted from the deposit requirement since
December (981, and the deposit scheme was relaxed substantially in May
1982. Brazil alsc ilmposes deposit requirements, and Argentina has at
times employed a similar deposit requirement scheme. Although the
minimum maturity and the deposit requirement are designed mainly to
achieve a favorable maturity structure, they would have an effect on
the level of indebtedness as well and, indeed, a reduction in the
cutstanding debt was brought about once in Brazil by setting a rela-
tively high minimum maturity.

In most countries, the authorities can effectively influence the
amount and type of foreign borrowing through adjustment of the dif-
ferential between domestic and foreign interest rates., Sweden at times
used domestic interest policy for this purpose and, in Brazil, domestic
interest rates have been kept relatively low in order to help avoid
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Table 2. Instruments to Affect Private Foreign Borrowing l/_g/

(Checked where instrument is applied)

Celiling Withhold- Import
on Inter— ing Tax on Restric-
Deposit est Rate Interest tion Exchange
Prior Minimum Require- or the Payments Based on Rate
Country . Approval Maturity ment Spread Abroad Financing Guarantee
Argentina X 3/
Brazil X X X X X X
Chile X X &4/ X X
Costa Rica X X X
Ecuador X X
Ireland X X
Korea X X
Mexico X 3/
Morocco X
Philippines X X X X
Sudan X
Thailand 5/ X
Turkey X X X
Zambia X

l/ﬁ Instruments used at present or recent past.
2/ Excludes centrally planned economies.

3/ No new guarantees are provided at present.
4/ Not in place at present.

5/ Contracting of suppliers' credit requires Bank of Thailand approval.
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excessive capital inflows. In general, however, the effectiveness of
domestic interest rate policy as an instrument for debt management
appears to be somewhat limited because this policy is guided alse by
other important considerations. The interest rate differential could
be adjusted also by setting a ceiling on interest rates on foreign
loans or the spread over LIBOR. Such celling has been employed in
several countries, The limitation on the spread also affects directly
the accessibility to floating rate loans; in 1980, Brazil refused to
accept market spreads, resulting in lower capital inflows and a reserve
loss. In Thailand, withholding tax is levied on interest payments
abroad; when interest rates In the international markets rose, foreign
loans with maturity longer than a certain period were exempted from
this tax, mitigating the impact of the interest rate rise on longer
term capital flows.

Trade credits are regulated in Brazil, Korea, and the Philippines
by directly controlling the terms of import financing and/or adjusting
import items for which financing by suppliers' credit is allowed. For
example, in 1980, the Korean authorities: (a) eliminated the limitations
on import credits for major raw materials; (b) expanded the number of
goods permitted to be imported on a deferred payment basis; (c) reduced
the minimum import amount on a deferred payment basis; and (d) extended
the settlement period for import with a deferred payment from 120 days
to 180 days. The objective of these measures was to induce inflows of
short-term capital. Although these measures would certainly affect
the amount and the maturity structure of trade credits, they are directed
more toward the financing of balance of payments deficits than external
debt management., Another example of use of import financing relates to
Brazil: in October 1982, the minimum financing terms for imports with
exchange cover for machinery and equipment of certaln value and for
industrial durable consumption goods were tightened; at the same time,
the maximum downpayment was reduced from 20 per cent to 10 per cent
for all financed imports.

In Argentina, Ecuador, and Ireland, exchange rate guarantee was or
has been provided for the purchase of foreign exchange for debt service
payments. The guarantee was offered in Argentina and Mexico in order
to induce borrowers to extend existing loans for specified minimum
maturities, l/ while the Irish anthorities intended to increase private
capital inflows by providing the guarantee in order to ease pressure
on domestic interest rates. Ecuador introduced various exchange rate
guarantee schemes in 1982 with a view to attracting larger capital
inflows.

The authorities do not intervene, directly or indirectly, in
foreign borrowing transactions by private entities in Mexico, Zaire,
and Zambia. The registration procedure was introduced in Mexico last
August in order to improve the monitoring of debt service flows through

l/ In Argentina, the guarantee was provided also to induce borrowers
to undertake new loans,



the contolled market. In Zaire and Zambia, access to foreign capital
by private borrowers is limited, and private debt comprlses only a
small part of total debt of the country,

VI. Control on Overall Debt Servicing Burden

A central element of external debt management 1s to determine the
sustainable level of the external debt servicing burden and to control
the types and amount of foreign borrowing to achieve this goal. Until
recently, this form of debt management was explicitly exercised only in
Brazil, Korea, the Philippines, and Thailand (Table 3). The last two
countries set a limit on the overall debt service ratio at 20 per cent,
and adjusted the amount of foreign borrowlng so that the ratio would
not exceed this ceiling over the medium term. The ceiling would not
keep in check the country's total debt servicing burden since the
ratioc excludes all or a large part of short-term debt. Also, the
ceiling could possibly be exceeded in the short run because (a) the
anthorities control commitments, not disbursement and, therefore, a
large “"plpeline” of loans approved but uncommitted and/or committed
but undisbursed could accumulate and (b) interest payments on existing
floating rate loans could not be controlled. The Brazilian authorities
attempt to avoid a significant increase in the debt service ratio and
a bunching of amortization payments through the adjustment of the mini-
mum maturity requirement for foreign borrowings by private and public
sector entities. In Korea, the medium-term sustainabllity of the
country's external debt position is reviewed periodically with analyses
of future debt servicing burden under several scenarios, and the author-
ities make appropriate adjustment on the public sector borrowing program,
as well as the regulations on private borrowings.

Argentina adopted in late 1981 a policy to reduce outstanding
external debt in real terms and to improve the maturity structure, but
was unable to pursue this policy after the outhreak of the conflict
in the South Atlantie which led to a sharp curtailment of Argentina's
access to international capltal markets, In Chile, the authorities
have constantly tried to control public sector foreign borrowing with
a view to containing the growth of the country's external indebtedness,
but total debt rose at a rate higher than desired largely because of
the reasons described below.

The Governments of Denmark, Ireland, and Sweden have become
increasingly aware of the danger of rapidly accumulating external debt,
and adopted a set of policies designed to reduce the external current
account deficits. Mexico relies almost exclusively on control over the
public sector deficit to achieve this policy goal. In Costa Rica, Sudan,
and Turkey, the mechanisms to control the overall debt burden were
instituted recently, but, since then, there has not been a real need to
regulate foreign borrowing as their external borrowing has been limited
mostly to multilateral and bilateral government loans.
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Table 3. Main Instruments to Control Overall Debt Service 1/

Discretional
Ceiling on Overall Public Sector Minimum Maturity Direct
Debt Service Ratio Beficit Requirement Intervention
Brazil X
Chile X
Costa Rica X X
Korea X
Mexico X
Philippines X
Thailand X
Turkey X
. 1/ Position at present.
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VII. Debt Management Policies and Servicing Difficulties

Among the countries in the sample, Argentina, Brazil, Chile,
Costa Rica, Ecuador, Hungary, Mexico, Romania, Sudan, Turkey, Yugos-
lavia, Zaire, and Zambia had, or are having, difficulties in meeting
debt servicing obligations. In most of these countries, inadequate
management of external debt appears to have been a factor contributing,
directly or indirectly, to the difficulties. The direct cause of the
problems for Argentina was a bunching of service payments, and this
was brought about by: (i) the exchange rate guarantee scheme imple-
mented in 1981 which encouraged extension of existing loans by at
least 540 days; (ii) a sharp increase in private debt during 1978-80
which followed the elimination of the deposit requirements; and
(1ii) large short-term borrowing by state enterprises during 1980-8l.
In Chile, the exemption of short-term commercial bank borrowing from
the deposit requirements and the subsequent general relaxation of the
requirements were, with hindsight, 1ll-timed, although these measures
were not the main causes of the servicing difficulties.

In Mexico, the large and growing public sector deficits were the
root of debt problems as the deficits entailed an excessively sharp rise
in external debt. However, even 1f a rapid growth of external debt were
te occur, debt servicing payments could have been made smaller by control-
ling the maturity of public sector foreign borrowings. In this sense,
inadequate attention to the maturity structure of outstanding debt was a
factor contributing to the difficulties, Also, the Ecuadorian authorities
did not pay adequate attention to the maturity structure. In Romania,
the authorities chose to borrow short term to take advantage of the cost
differential, thereby accepting implicitly a vulnerable debt position.

Sudan, Turkey, and Zaire undertook a large amount of foreign loans
in the 1970s and, apparently, these loans did not yield the return suffi-
clent to service the debt. Strict screening of borrowing proposals was
certainly lacking in these countries, In Costa Rica, a lack of neces-
sary information was a serious Iimpediment tc effective debt management.

In Brazil, the issue is how large a safety margin should debt
management provide for in safeguarding the payments position against
potential adverse external shocks. Although the authorities managed
their external debt well in the sense that there was no bunching of
amortization payments and no rapid growth of short-term debt, the policy
did not provide a safety margin large enough to withstand the cumulative
impact of: (i) the effect on interest payments of the sharp rise in
the interest rates in international financial markets; (ii) a marked
slowdown in the demand for Brazilian exports; and (iii) the abrupt
cutback in disbursements of bank loans as a result of the emergence
of a "Latin America risk" as perceived by foreign lenders. The high
level of external debt meant by itself that the country's payments
position was vulnerable to these shocks, In general, debt management
policy to take account of the probability of extreme negative shocks
remains to be formulated.
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Part II1

Experience with External Debt Limitations 1n
Fund-Supported Programs, 1979-82

I, Introduction

Experience with the use of external debt limitations in upper
credit tranche stand-by arrangements for the period 1973 through Jan-
uary 1979 was reviewed in SM/79/125 (5/11/79). 1/ The purpose of this
paper is to analyze the use of external debt limitations in stand-by
arrangements and extended arrangements from 1979 through end-1982. 2/

The plan of the paper is as follows: Section II reviews the main
characteristics of the performance criteria relating to external debt
which were employed in upper credit tranche conditionality programs
approved during this period; Section III provides information on the
actual utilization of the debt ceilings by program countries; Section IV
analyzes comparative trends in selected external debt indicators for the
countries concerned, in the periods prior to and following their adop-
tion of the program., Finally, Section V describes the approaches taken
to external debt policy in first credit tranche stand-by arrangements.

I1. Characteristics of External Debt Limitations in Upper Credit
Stand-By Arrangements and Extended Arrangements, 1979-82 3/

1. Frequency of use

Following the adoption of the guideline on the performance criteria
with respect to foreign borrowing by the Executive Board in July 1979, 4/
the use of quantitative ceilings on foreign borrowings has become -
standard practice in virtually all upper credit tranche conditionality
programs. Thus, during the period 1979-82, 110 of the 118 approved
programs supported by upper credit tranche stand-by arrangements (SBAs)
or extended arrangements (EFs) contained a performance criterion relating

1/ This paper also contained references to papers reviewing develop-
ments prior to 1973.

2/ Reference 1s also made to a number of programs which were approved
in early 1983.

3/ A listing of the major characteristics of the external debt
limitation in each arrangement is provided in Annex A.

4/ EBM/79/121, 7/23/79.
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to foreign borrowing (Table 1). 1/ During the period 1973-January 1979
covered by the last review, the frequency of coverage was less, just
under 70 per cent,

In a number of the cases where separate external debt limitations
were not included, the program contained instead a performance criterion
relating to total borrowing of the public sector from both domestic and
foreign sources (e.g., Dominica, Grenada, and South Africa). In others
(e.g., Equatorial Guinea and Ethiopia), it was felt that the size and
rate of growth of external indebtedness was not a relevant factor in the
design of the adjustment program.

2. Sectoral coverage of borrower

In about 95 per cent of programs which contained a quantitative
debt 1limit, the ceiling referred to borrowing by the government or the
public sector [including the private sector with government guarantee
(Table 2)]; this includes programs of Hungary, Romania, and Yugoslavia
where all external borrowing is regarded as being undertaken by the
public sector. However, there were a few instances (i.e., Korea and
the Philippines), where unguaranteed borrowing by the private sector
required approval by the autrhorities and thus was monitored closely;
for these programs the ceiling covered borrowing by both the public
and private sectors.

3. Form of limitation

In 80 per cent of the programs reviewed, the performance criterion
related to the contracting or guaranteeing of external debt (Table 2}.
However, there were 18 programs which provided for limitations on debt
disbursement (usually in the form of ceilings on the level or increase
in the stock of net debt outstanding), while 4 programs involved ceil-
ings on both the contracting and the disbursement of debt. The general
preference for ceilings on the contracting of debt appeared to partly
reflect the difficulties sometimes associated with accurately projecting
and monitoring the timing of disbursements of certain types of borrowing.
In addition, it was often desired to avoid a situation whereby large
amounts of debt would be contracted (but not disbursed) during the pro-
gram period and which would not be covered by a disbursement ceiling.

Where ceilings on debt disbursement were employed, they were some-
times related closely to projected movements in the external current
account balance (e.g., Romania, Yugoslavia). However, most instances of
this kind involved a direct linkage between the ceilings on external debt
and projected changes in the overall financial position of the govermment

1/ For the purpose of the analysis contained in this Appendix, annual
progr ams under multiyear stand-by arrangements or under extended
arrangements are treated as distinct programs. The analysis includes
programs for Chile and the Dominican Republic submitted to the Board
in December 1982 and approved in January 1983. .
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Table 1. The Use of Performance Criteria Relating
to Foreign Debt Limitations, 1979-82

_ 1979-82
1979 1980 1981 1982 1/ Total SBAs EFs

Total number of programs
involving upper credit
tranche conditionality 21 28 35 34 118 83 35

Arrangements with debt
limitations as per-
formance criteria 21 26 32 31 110 78 32

Arrangements without debt
limitations as perfor-
mance criteria - 2 3 3 8 5 3

Source:; Staff papers dealing with requests by members for upper credit tranche
stand-by arrangements and extended arrangements.

1/ 1Includes programs for Chile and the Dominican Republic submitted to the
Board in December 1982 and approved in January 1983.
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Table 2. Coverage and Time Period of Foreign Debt
Limitations in Upper.-Credit Tranche Conditionality
Programs-, 1979-82

(Number of programs)

1979-82
1979 1980 1981 1982 Total SBAs . EFs

Total number of programs
containing debt limi-
tations as performance

criteria 26 2 32 3 1o .78 32
A. Sectoral coverage of borrower
Government/public . S o
sector only 1/ 20 22 30 31 104 72 .. 32
Government /public sector plus ' o :
private unguaranteed debt 1 3 2 - 6 - 6 -

B. Form of limitation :
Debt contracting/guaranteeing : C
only 18 2

2 26 22 88 62 26
Debt disbursement only . 2. & . .5 . 7 2018 12, . 6,
Other g/ 1 - 1 . 2 b 4 -

C. Exclusions from ceilings
No exclusions other than
concessional assistance
and purchases from the
Fund 8 16 12 14 50 38 12
Only exclusions relating to
refinancing/rescheduling

loans 8 5 8 7 28 22 6
Other exclusions 5 5 12 10 32 18 14
D. Time period covered by debt
performance criteria
Annual limits 15 22 26 21 84 58 26
Semi-annual limits 2 i 4 6 13 11 2
Quarterly limits - 1 3 7 4 3
Other gj 4 - 1 1 ) 5 1

Source: Staff papers dealing with requests by members for upper credit tranche
stand-by arrangements and extended arrangements.

1/ 1Includes programs of Hungary, Romania, and Yugoslavia where all external
borrowing is regarded as being undertaken by the public sector.

2/ Refers to programs which contained ceilings on both the contracting and the
disbursement of external debt.

3/ Refers to programs containing some combination of annual, semfianmual, and
quarterly ceilings.
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or public sector; this approach was often adopted in programs for Latin
American or Central American countries (e.g., Bolivia, Costa Rica,
Honduras, and Mexico). There was also some tendency observed for the
mwre frequent use of disbursement ceilings in 1981-82 compared to
earlier periods. 1/

4. Time period covered by performance criteria

In about three quarters of the programs, the performance criterion

consisted of one ceiling covering the entire annual period following the
approval of the program (Table 2). However, some programs provided for
separate quarterly ceilings, reflecting a desire to monitor external
debt developments in a more continuous manner, On occasion, ceilings
were formulated on a semiannual basis (either set in advance for six
monthly periods ahead, or subject to review after six months), partly
as a result of uncertainties which were present in some instances.
Where semiannual or quarterly ceilings were employed, these were often
set on the basis of disbursed debt and were designed to be consistent
with the projected intrayear evolution of external sector or budgetary
aggregates.

5. Loans excluded from ceilings

The guideline on the use of external debt limitations explicitly
provided for the exclusion from the coverage of performance criteria
loans defined as concessional. 2/ Apart from this exclusion, 3/ over
half (55 per cent) of the programs reviewed contained other exclusions
(Table 2).

The most common category of loans excluded consisted of refinancing
loans which was the only additional exclusion present for about a quarter
of the programs. The wording and substance of this exclusion varied
considerably as between programs. In some instances, it referred to
refinancing loans in the context of multilateral debt rescheduling exer-
cises by the Paris Club and/or by commercial barks which were explicitly
envisaged at the time the adjustment program was formulated. 1In other
cases, however, the exclusion was stated in more general terms, without
specifying the nature of the refinancing loans or the context in which
they might be obtained.

About a quarter of the programs excluded from the coverage of the
performance criteria other specific loan categories, many of which were

1/ 1t may be noted that the programs for Argentina and Brazil sub-
mitted to the Board in early 1983 both employed the disbursement
approach.

2/ See Annex C for a discussion of the concessionality definition.
3/ 1In several instances, however, the wording of the performance
criterion contained in arrangements did not refer explicitly to this

exclusion.
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in addition to the refinancing exclusion already referred to. 1In
several instances, the exclusion related to loans which were reserve
liabilities of the central bamk and which were Included under a separate
program ceiling on the net foreign asset position of the central bank or
the banking system. A listing of the remaining exclusions is given in
Table 3. 1/

6. Maturity coverage

Less than one half of the programs (47 out of 110) reviewed
contained one foreign borrowing ceiling; for over 60 per cent of this
group, as provided for in the external debt guideline, the ceiling was
set within the maturity ranges of 1-10 or 1-12 years (Table 4). For
the 63 programs which included a subceiling, the most common range of
maturities covered was 1-12/1-5 years (32 programs) followed by 1-10/1-5
years (17 programs).

Several programs did not specify any maturity range—-these were
generally those which employed a disbursement ceiling linked to the
program's budgetary targets. A total of 22 programs included short-term
debt with a maturity under one year: as in the case of cellings on dis-
bursed debt, the inclusion of short-term debt in borrowlng ceilings ‘
became somewhat more common in the recent past, especially in 1982. 2/
0f the 22 programs, however, only four [Bolivia (1980), Dominican
Republic (1982), Romania {1981), and Romania (1982)] provided for a
separate ceiling on under—one—year debt. 1In the remaining programs in
this category, short—-term debt was subsumed within the overall maturity
ceiling,.

I1I. Utilization of External Debt Ceilings

In general, the actual amount of debt contracted (or disbursed)
during the program period was significantly less than that provided for
by the ceiling under the program (Table 5). Thus, during the period
1979-81, of 68 programs reviewed, 3/ the performance criteria relating to
external borrowing were not observed in only seven programs.

1/ In a number of the cases listed in Table 3, the excluded loans
were partly limited in an indirect sense, in that other program ceilings
on net domestic assets or net credit to government were adjusted
downwards if the actual size of the excluded loans exceeded some pre-
specified amount.

2/ 1In addition, the 1983 programs for Argentina and Brazil already =
referred to provide for external borrowing limitations which include *,
short—term debt.

3/ This review was based on data for about 90 per cent of programs
apEroved during this period. Data were not available for the remaining
programs, in most cases because the arrangement became inoperative.
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Table 3. Categories of Loans Excluded from Foreign Debt Limitations in
Upper Credit Tranche Conditionality Programs, 1979-82 1/ (continued)

Program
Year Excluded Loans

1979 Stand-by arrangements

Peru Program loans; general purpose forelgn bank loans
{i.e., all bank loans greater than one year except
those to COFIDE and those explicitly tied to down-
payments); export prefinancing credits provided by
the IDB or the IBRD and the utilization by the
private sector of export credit lines channeled
through COFIDE or the Banco Industrial.

Turkey Loans to the Central Bank; loans under the OECD
assistance program.

Extended arrangements

. Guyana Trade credits.

Jamaica Loans from the Caribbean Development Bank; loans to
finance the Export Development Fund.

1980 Stand-by arrangements

Bolivia Balance of payments support loans (i.e., program
loans, refinancing loans, general purpose bank
loans).

Peru Program loans; export prefinancing credits provided

by the IDB or the IBRD and the utilization by the
private sector export credit lines provided by
foreign official entities which are channeled
through COFIDE or the official banking system; and
guarantees by the offlcial banking system of foreign
credits contracted by the private sector.

Turkey Leoans to the Central Bank; loans under the QECD
assistance program.

l/ Other than: concessional loans, purchases from the IMF, other reserve
. liabilities of the banking system (Including, in some cases, arrears), and
refinancing/restructuring loans.
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Categories of Loans Excluded from Forelgn Debt Limitations in

Upper Credit Tranche Conditionality Programs, 1979-82 1/ (continued)

Program
Year

Excluded Loans

1981

Yugoslavia

Stand-by arrangements

Mauritania

Panama

Senegal

Turkey

Yugoslavia

Extended arrangements

Costa Rica

Guyana

Honduras

India

Ivory Coast

Jamaica

Sierra Leone

Increases in exceptional borrowing by the commercial
banks.

AMF drawings recorded as loans to the govermment by
the Treasury.

Disbursement of loans to finance CERRO COLORADO
related expenditures to the extent that the World
Bank and/or the TADB agree to participate in the
financing arrangement.

Loans to Air Afrique, ASECNA.

Loans to the Central Bank; loans under the OECD
assistance program.

Compensatory borrowing by commercial banks.

Proceeds from IBRD program or structural leans.

Trade and suppliers' credits or working capital loans
for the sugar corporation.

Use of the Mexican/Venezuelan oil facility.

Loans for two projects in the steel and electric
power sectors.

Specified nonresident multinational entities.

Loans and credits from foreign governments, their
agencies, and multilateral agencies.

Loans to finance Kimberlite investment program.

1/ Other than:

concessional loans, purchases from the IMF, other reserve

liabilities of the banking system (including, in some cases, arrears), and .
refinancing/restructuring loans,
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Categories of Loans Excluded from Foreign Debt Limitations in

Upper Credit Tranche Conditionality Programs, 1979-82 1/ (concluded)

Program

Year

Excluded Loans

1982

Stand-by arrangements

Senegal

Turkey

Loans to Air Afrique, ASECNA.

Ioans to the Central Bank; loans under the QECD

assistance program.

1982 Stand-by arrangements
Chile Loans to the Central Bark, the Banco del Estado,
SINA; private foreign debt guaranteed by CORFU.
Costa Rica Loans under the Mexican/Venezuelan oil faeility,
Haiti Short-term suppliers' credits for strictly
seasonal needs.
Honduras Use of the Mexican/Venezuelan oil facility; trade
credits.
Extended arrangements
Ivory Coast Loans to Alr Afrique, CIMAQ, SM Bitumes, and the
Conseil de 1'Entente.
Jamaica loans from foreign govermments, their agencies, and
multilateral lending institutions.
Mexico Borrowing by the Bank of Mexico.
Source: Staff papers relating to requests by members for stand-by or extended

1/

. arrangements.

Other than:

coencessional leans, purchases from the IMF, other reserve

liabilities of the barking system (including, in some cases, arrears), and
refinancing/restructuring loans.
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Table 4. Maturities Covered by Foreign Debt Limitations in Upper
Credit Tranche Conditionality Programs, 1979-82

(Number of programs)

1979-82
1979 1980 1981 1982 Total SBAs EFs

Total number of programs containing
debt limitations as performance
criteria 2t 26 32 31 10 78 32
Number of programs with a single
debt ceiling 7 13 12 15 47 37 10
Maturity:
1-12 years 4 6 4 4 18 17 1
1-10 years 1 4 2 4 11 7 4
0-10 years 1 - 2 2 5 2 3
Under 1 year - - 1 1 2 2 -
Over 1 year - 1 1 1 3 3 -
All maturities 1 2 2 3 8 6 2
Number of programs contalning more
than one debt ceiling 14 13 20 16 63 51 22
Maturities:
1-15/1-5 years 6 - 1 - 7 6 1
1-12/1-5 years 2 8 14 8 32 18 14
1-10/1-5 years 2 b4 5 6 17 12 5
Other 4 1 - 2 7 5 1 2
Memorandum item: i
Number of programs containing 3
limit on debt of under one e
year maturity (eilther
separately or within an
overall maturity ceiling) 5 4 5 8 22 14 8
0f which: z
Program with separate d
ceiling on under one
year maturity (== (1) (1 (2) (4) (3 _ (D
Source: Staff papers dealing with requests by members for upper credit tranche
stand-by arrangements and extended arrangements. .'
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Table 5. Utilization of Foreign Debt Ceilings in
Upper Credit Tranche Conditionality Programs, 1979-81 1/

Utilization Rate Overall Ceiling Subceiling
{In per cent) {Proportion of programs; in per cent)
0 23.5 51.4
Of which: ceiling
set at zero (5.9) (10.8)
1-25 5.9 15.8
26-50 17.7 8.1
51-75 19.1 10.8
76-100 26.4 10.8
Greater than 100 7ol 8.1
Total 100.0 100.0
Mean of dis-
tribution 54.5 34.6
Median 53.5 -

Sources: Papers dealing with members' requests
for upper credit tranche stand-by arrangements and
extended arrangements; and Fund staff estimates.

1/ Based on data for about 90 per cent of programs
approved during this period. Data were not available
for the remaining programs, in most instances because
the arrangement became 1inoperative.
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The average rate of utilization of the overall ceiling was about
55 per cent and, in 24 per cent of programs, zero debt was contracted
or disbursed., At the other end of the spectrum, only about a third of
the programs utilized more than 75 per cent of the amount allowable
under the ceiling.

There was a general tendency to contract relatively little debt
under the subceiling relating to shorter maturities. Thus, the mean
rate of utilization of the latter celling was 35 per cent. In half of
the programs, zero debt was contracted in the shorter maturity range.

IV, Comparative Trends In External Debt Indicators
for Program Countries

The main purpose of placing cellings on external debt in adjust-
ment programs was to ensure that, within the overall context of the
adjustment strategy, the evolution in external debt was consistent
with the medium-term debt servicing capacity of the economy. While a
direct analysis of the role of foreign borrowing limitations can only
be undertaken on the basls of detalled individual case studies, it is
nevertheless of interest to examine some indicators of trends in exter-
nal indebtedness of countries during the period in which they adopted
ad justment programs. This section presents aggregative evidence con-
cerning movements in the following selected variables: (i) the rate
of growth of outstanding debt; (ii) the composition of new debt commit-
ments, and (ii1i) the average interest rate and average maturity of new
comni tments. The behavior of each of the above variables during the
program period is compared with the movement in the variable in both
the three-year period and the one~year period prior to the program, in
order to discern what significant changes may have occurred during the
period when the external debt limitations were adopted.

It should be emphasized that this analysis of statistical trends
is highly aggregative and involves examining only the "average™ outcome
for all program countries for each program year (1979, 1980, or 1981),
and type of arrangement (SBA or EF). Thus, no inferences can be drawn
about the evolution of external debt in any individual country. More
important, it is not possible to distinguish between the possible effect
of the debt limitations per se on the outcome cobserved for a particular
debt indicator and the effects of other factors such as, for example, a
willingness on the part of lenders to lend only on certain terms. How-
ever, in an effort to shed some light on the latter aspect, the analysis
below presents, for each variable examined, the movement in the same
variable experienced by a weighted average of non-oil developing
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countries during the corresponding time periods (i.e., the three~ and
one-year periods before the program and the year of the program). 1/

1. Changes in the rate of growth of outstanding debt

Since the performance critevion relating to external debt excluded
concessional debt, the appropriate variable on which to focus is non-
concessional debt. However, detailed recent data for each country
containing the breakdown between concessional and nonconcessional Jebt
are not available. As an alternative, based on the classification
contained in the IBRD Debtor Reporting System, two variables were exam-—
ined: first, total debt excluding debt owed to multilateral organizations
(virtually all of which can be viewed as outside the scope of the ceiling);
and second, debt owed to private creditors; in botn cases undisbursed
debt was included since, as indicated, most program limitations affected
the contracting of debt. The first definition ("total nommultilateral
debt") includes debt from bilateral sources (i.e., governments), while
the latter ("private debt") excludes it. Since depending on the particular
loans and countries involved, debt owed to governments may or may not
be on concessional terms, the “true"” definition of concessional debt
lies between these two categories.

The rate of growth of both total nonmultilateral debt and private
debt on average tended to slow down sharply for program countries during
the period of their arrangement (Table 6). Thus, depending on which
definition is employed, for all program countries on average, gj the
rate of growth of debt declined from an annual average of between 18 and
21 per cent during the three-year period prior to the program to between
1 and 9 per cent during the program period. In the year immediately
preceding the adoption of the program, a significant slowing down had
already occurred. In the case of debt owed to private creditors, for
example, the rate of growth fell from 18 per cent (three-year annual
preprogram period average) to 10 per cent during the year prior to the
program and to 1 per cent during the year of the program. This latter
trend is consistent with a situation experienced by many program coun-—
tries where a sharp reduction in financial flows from commercial sources
was an lmportant factor in thelr decision to seek a financlal arrangement
with the Fund. It is alsc interesting to observe that the above sets
of tendencies (for both debt varilables consldered) were experienced by
the subset of programs grouped by vear (1979, 1980, and 1981) and by
type of arrangement (SBAs and EFs).

l/ The non-oil LDC data for each year (and for SBAs and EFs) were
constructed as a welghted average of changes in debt for three country
groups: low-income Africa, low-income Asia, and middle-income oil im—
porters, with the weights equal to the distribution of program countries
within each country group. The data in all instances were derived from
the Debtor Reporting System of the IBRD.

g/ To help avoid major statistical distortions, programs/countries
which experienced annual rates of growth in debt of 100 per cent or more
during the comparison period were ncot included in the calculations.




Table 6. Comparative Rate of Growth in Qutstanding External Public Debt of Countries with
Upper Credit Tranche Conditionality Programs, 1979-81 1/

(Rate of growth; per cent)

Program Years
1979 1980 1981 1979-81
Total SBAs EFs

Total debt less debt owed to multilateral creditors
Three years prior to program period (annual average)
Program countries 22.8 21.8 18.6 20.9 22.8 16,9
Weighted non-oil LDCs 2/ 23.2 21.5 17.5 20.4 20.7 19.3
One year prior to program period

Program countries 23.8 13.6 13.8 15.9 18.7 11.9
Weighted non-oil LDCs 2/ 25.6 16.7 13.5 17.7 18,0 16.8
Year of program
Program countries 15.8 9.6 3.5 B.7 9.7 6.4
Weighted non—-oil LDCs 2/ 15.0 13.2 5.2 10.4 10.7 9.5
Total debt less debt owed to private creditors
Three years prior to program period (annual average)
Program countries 15.7 22.6 15.1 17.6 21.1  13.6
Welghted non-oil LDCs 2/ 27.3 24.2 21.5 23.8 23.4  24.0
One year prior to program period :
Program countries 15.0 12.8 4,9 9.8 15.0 3.3
Weighted non-oil LDCs 2/ 29.4 19.8 22.0 23.1 21.9  24.6
Year of program
Program countries 8.0 0.9 -3.0 0.8 1.7 -0.6
Weighted non-oil LDCs 2/ 19.8 17.1 6.8 13.2 11.2  16.5

Sources: IBRD, Debtor Reporting System; and Fund staff estimates.

1/ Includes undisbursed debt.

2/ Non-oil LDC data for each year (and for SBAs and EFs) constructed as a weighted average of data for three
country groups: lecwincome Africa, low-income Asia, and middle-income oil importers, with the weights equal to
the distribution of program countries within each c0untry group.

_89_
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However, during the same program periods, the data in Table 6 also
indicate that the non—-oil LDC group as a whole tended te experience a
similar decline in the rate of growth of the outstanding debt in these
categories. This was especially the case for total nonmultilateral debt
where the series for program countries and non-oil LDCs moved together
very closely. On the other hand, in the case of private debt, for all
programs (and for each of the separate program country groupings by year
and by arrangement) the rate of. growth of debt in program countries
relative to that for non-oil LDCs tended on average to have been some-
what lower to begin with, in the periods prior to the program, and to
have slowed down much more sharply during the program period itself.

The above evidence would suggest that, so far as total nommulti-
lateral debt outstanding was concerned, In addition to the constraints
on demand embodied in the debt celling, the actual outcome for all pro-
grams on average was likely to have been influenced by supply factors,
since program country behavior was generally very similar to the non-oil
LDC average. For private debt, although a relatively sharper reduction
in growth occurred for program countries compared to that experienced
by non-oil LDCs, nevertheless, it is difficult to say whether this was
due primarily to supply factors (such as increased unwillingness on
the part of lenders to these particular countries) or to the potentially
restraining impact of the debt ceiling itself. However, with regard
to the latter element, if it is assumed as an approximation that the
program ceiling applied omnly to private debt, then the full utilization
of the celling (instead of the actual average utilization rate of be-
tween 30 and 35 per cent) would still have implied a noticeable slowdown
in the rate of increase in private debt comparing the pre- and post-
program periods. 1/ This illustrative calculation is consistent with
the hypothesis that even if the supply of loans had been completely
unconstrained, adherence to the ceiling generally would have exercised
a significant restraining effect on the average rate of growth of this
category of debt,

2. The structure of new commltments

Since in about 80 per cent of programs reviewed the performance
criterion referred to the contracting of new debt, this might tend to
have the effect of reducing the share of nonconcessional debt in total
new commitments. This hypothesis was investigated by examining the
proportion of new commitments of nonmultilateral debt and private debt in
total new commitments entered into during the program period (Table 7).

For all program countries on average, the share of nonmultilateral
debt commitments in total new commitments did not change significantly

1/ For example, a rate of growth during the program period of 2-3 per
cent compared with growth rates of 10 and 18 per cent in the one~ and
three-year periods, respectively, which preceded the adoption of the
program.



Table 7.

Structure of New External Public Debt Commitments Entered into by Countries

with Upper Credit Tranche Conditionality Programs, 1979-81

(In per cent of total)

Program years

1979 19890 1981 1979-81
Total SBAs EFs
Ratio of commitments from bilateral and private creditors to
total new commitments
Three years prior to program period (annual average)
Program countries 71.6 68.5 66.4 68.4 68.2 68.8
Weighted non-oil LDCs 1/ 75.8 76.2 72.4 74.5 75.4 72.9
One year prior to program period
Program countries 70.6 67.2 65.5 67.4 68.0 67.1
Weighted non-oil LDCs 1/ 73.9 76.7 71.0 73.6 74.1 72.6
Year of program
Program countries 65.3 67.6 63.3 65.2 65.8 64.6
Weighted non-oil LDCs 1/ 76.1 74,4 67.7 72.0 72.1  71.8
Ratio of commitments from private creditors only to total new
commitments
Three years prior to program period (annual average)
Program countries 34.5 42,6 32.8 36.5 37.0  3L.8
Weighted non~oil LDCs 1/ 47.8 49.1 43,8 46.6 46.9  45.9
One year prior to program period
Program countries 1.5 43.6 29.6 34,7 36.5 31.0
Weighted non-oil LDCs 1/ 48.8 51.5 41.6 46,7 46.9 46,1
Year of program
Program countries 38.4 31.86 23.2 29.7 30.0 29,2
Weighted non-oil LDCs 1/ 51.8 44.9 40.7 44.9 44.8  45.1

Sources: TIBRD, Debtor Reporting System; and Fund staff estimates,

1/ Non-oil LDC data for each year (and for SBAs and EFs) constructed as a welghted average of data for three
low-income Africa, low-income Asia, and middle-income oil importers, with the weights equal to

country groups:

the distribution of program countries within each country group.
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as between pre- and post-program periods. However, the proportion of
private debt commltments in the total declined, from about 35-37 per
cent previously to 30 per cent in the program period. This tendency
was also observed for two out of three program years (for 1979 programs,
the share rose) and for all SBAs and all EFs considered separately.

It is also the case, however, that similar qualitative tendencies
were experlenced on average by all non-oll LDCs during the corresponding
time period. Thus, for this group the share of nonmultilateral commit-
ments in the total changed only slightly (and by about the same amount)
as for program countries, However, the decline in the share of private
debt commitments for non—oil LDCs, namely, about 2 percentage points,
was somewhat less than for program countries. These data are consistent
with the results noted above regarding relative trends in the rate of
growth of outstanding nmonmultilateral and private debt.

3. The average maturity and Interest cost of new commitments

finally, an important purpose of the performance criteria relating
to foreign borrowing is to improve the debt service profile. By empha-
sizing the contracting of debts on concessional terms, the average
maturity of newly contracted debt would tend to be lengthened and the
average interest rate reduced relative to what would otherwise be.
Table 8 provides comparative data regarding the average interest rate
and average maturity of total new commitments entered into by program
countries.

The average interest rate on new commitments for all program coun-
tries rose by just under one percentage point comparing the three-year
period prior to the program and the year of the program. However, such
an outcome 1is not surprising, given the secular upward trend in world
interest rates experienced between 1979 and 198l1. Thus, the average
interest rate on new commitments entered into by all non-oil LDCs
increased by about 1.5 percentage points in corresponding time periods.

The average maturity in terms of years of new commitments appears
to have exhibited little trend, changing by less than one year comparing
the period prior to the program and the year of the program. At the
same time, data for the average non—-oil LDC group indicate no change
in the average maturity length either. Overall, therefore, changes in
both the interest rate and maturity terms of total new commitments
incurred by program countries were not significantly different on
average from those experienced by all non-oil LDCs.



Table 8. Selected Characteristics of New External Public Debt Commitments Entered into bry
Countries with Upper Credit Tranche Conditionality Programs, 1979-81

(In per cent)

Program years
1979 1980 1981 1979-81
Total SBAs EFs

Average interest vrate on total new commitments
Three years prior to program period
(annual average)

Program countries 5.6 6.3 6.7 6.1 6.1 5.9
Weighted non-oil LBCs 1/ 6.7 7.1 7.2 7.0 7.0 7.3
One year prior to progréﬁ period
Program countries 5.6 6.8 6.8 6.5 6.7 6.3
Weighted non—-oil LDCs 1/ 6.8 8.1 7.8 7.7 7.5 7.8
Year of program -
Program countries 6.5 7.3 7.2 7.0 7.0 7.1
Weighted non-oil LDCs 1/ 8.0 8.4 8.9 8.5 7.9 8.9 !
-
o
Average maturity of total new commitments |
{number of years)
Three years prior to program period
(annual average)
Program countries 20.0 18.7 19.7 19.5 18.4 20,9
Welighted non-oil LDCs 1/ 17.8 17.1 18.9 18,0 17.4 19.3
One year prilor to program period
Program countries 20.1 18.8 19.3 19.3 18.7 20.7
Weighted non-oil LDCs 1/ 18.3 16.8 19.1 18.1 17.6 19,2
Year of program ‘
Program countries 20,0 18.0 20,9 19.7 19.4 20.2
Weighted non-oil LDCs 1/ 17.5 16.8 19.5 18.1 17.7 19,0

Sources: IBRD, Debtor Reporting System; and Fund staff estimates.

1/ Non-oil LDC data for each year (and for SBAs and EFs) constructed as a weighted average of
data for three country groups: low-income Africa, low-income Astia, and middle-income oil impor-
ters, with the weights equal to the distribution of program countries within each country group.
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V. External Debt Policy in First Credit Tranche
Stand-by Arrangements

During the period 1979-82, 17 adjustment programs were presented
by members to the Fund in support of their request for a first credit
tranche stand-by arrangement. 1/ 2/ Eleven of these programs contained
quantitative limits on external borrowing; as In the case of upper
credit tranche conditionality programs, these were in most cases esta-
blished as ceilings on the contracting or guaranteeing of external debt
by the government or public sector.

Most of those programs which did not include quantitative limits
contalned qualitative statements by the authorities regarding their
external debt policy. The authorities generally expressed their inten-
tion to pursue prudent policies in this area; in several instances,
they indicated their intention to seek as far as possible external
borrowing only on concessional terms.

1/ The total number of first credit tranche arrangements granted was
18; however, in the case of rhe program for Sudan (approved in 1981) an
upper credit tranche conditionality adjustment program relating to the
use of the Extended Fund Facility was already in place.

2/ The breakdown by years 1s as follows: 1979 (7 programs); 1980
(4 programs); and 1981 (6 programs). There were no first credit tranche
arrangements approved during 1982,
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ANNEX A

Conditionality Programs, 1979-1982

Country Sector 1/ Form of Limitation Maturity Limits Period Covered
(vears)
1979
Stand-by arrangements
Bangladesh Public Contracting/guaranteeing 1-15/1-5 Annual
Congo Public Contracting/guaranteeing 1-15/1-3 Annual
Ghana Public Contracting/guaranteeing 1-15/1-5 Annual
Kenya Public Contracting/guaranteeing  1-12 Annual
Malawi Public Contracting/guaranteeing 1-12 Annual
Mauritius Publice Contracting/guaranteeing I-10 Annual
Nicaragua (a) Public Contracting/guaranteeing 0-10 Annual
(b)Y Public Qutstanding to foreign
commercial banks 0-15 Quarterly
Panama Public Net borrowing All maturities Annual/
quarterly
Peru Public Contracting/guaranteeing 1-10/1-5 Semiannual
Philippines Public/private Contracting/guaranteeing 1-15/1-10/1-5  Annual
Sierra Leone Public Contracting/guaranteeing 1-12 Annual .
Togo Public Contracting/guaranteeing 1-15/1-5 Annual
Turkey Public Contracting/guaranteeing  0-10/0-5 Annual
Western Samoa Public Contracting/guaranteeing 1-12 Annual
Zaire Public Contracting/guaranteeing 1-12/1~5 Semiannual
Zambia Public Contracting/guaranteeing 1-15/1-5 Annual
Extended arrangements
Guyana Public Contracting/guaranteeing 0-12/0-5 Annual
Honduras Public Net borrowing 0-10 Annual/
semiannual
Jamaica Public Contracting/guaranteeing 1-12/1-5 Annual
Sri Lanka Public Contracting 1-15/1-5 Annual
Sudan Public Contracting/guaranteeing  1-10/1-5 Annual
RPN
1980 -
Stand-by arrangements
Bolivia Public Outstanding debt 0-1/0-5/0-10 Quarterly
Costa Rica Public Net borrowing All maturities Quarterly
Kenya Public Contracting/guaranteeing 1-12 Annual
Korea Public/private Contracting/guaranteeing 1-12/1-5 Annual
Laos, P.D.R. Public Contracting/guaranteeing 1-12/1-5 Anmual
Liberia Publie Contracting/guaranteeing 1-12 Annual
Madagascar Public Contracting/guaranteeing 1-10/1-5 Annual .
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ANNEX A

Quantitative Limitations on External Debt in Upper Credit Tranche

Conditionality Programs,

1979-1982 {continued)

Country Sector 1/ Form of Limitation Maturity Limits Period Covered
o {yvears)
1980
Stand—-by arrangements
Malawi Public Contracting/guaranteeing 1-12 Anmual
Mauritania Public Contracting/guaranteeing 1-10 Annual
Mauritius Public Contracting/guaranteeing 1-10 Anmual
Panama Public Net borrowing All maturities Annual
Peru Public Contracting/guaranteeing 1-10/1-5 Annual
Philippines Public/private Contracting/guaranteeing 1-12/1-5 Annual
Somalia Public Contracting/guaranteeing 1-12 Anmual
Tanzania Public Contracting/guaranteeing 1-12/1-5 Annual
Togo Public Contracting/guaranteeing 1-12/1-5 Annual
Turkey Public Contracting/guaranteeing 1-10/1-5 Annual
" Yugoslavia Public Outstanding debt Over | year Quarterly
 Zaire Public Contracting/guaranteeing 1-12 Annual
Extended arrangements
Bangladesh Public Contracting/guaranteelng 1-12/1-5 Annual
Gabon Public Contracting/guaranteeing  1-10 Annual
Haiti {(a) Public Contracting/guaranteeing 1-12 Annual
(b) Gfficial banks Guaranteeing All maturities Annual
Morocco Public Contracting/guaranteeing 1-10 Semiannual
Pakistan Public Contracting/guaranteeing 1-12/1-5 Annual
Senegal Public Contracting/guaranteeing 1-12/1-5 Annual
Sudan Public Contracting/guaranteeing 1-10/1-5 Annual
1981
" Stand-by arrangements
Burma Public Contracting 1-15/1-5 Annual
Cen. Afr. Rep. Public Contracting/guaranteeing 1-12 Annual
Korea Public/private Contracting/guaranteeing 1-12/1-5 Annual
Liberia Public Contracting/guaranteeing 1-12 Annual
Madagascar Public Contracting/guaranteeing 1-10/1-5 Annual
Malawi Public Contracting/guaranteeing 1-12 Annual
Mauritania Public Contracting/guaranteeing 1-10Q Annual
Mauritius (a} Public Contracting/guaranteeing 1-10/1-5 Annual
- (b) Public Gross disbursement 1-10 Muarterly
. Panama Public Net borrowing All maturities Annual
» Philippines Public/private Contracting/guaranteelng 1-12/1-5 Annual
- Romania Public Debt outstanding Under 1 year Semiannual
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1979-1982 (continued)

Country Sector 1/ Form of Limitation Maturity Limits Period Covered
(vears)
1981
Stand-by arrangements
Senegal Public Contracting/guaranteeing 1-12/1-5 Annual
Solomon Is. Public Contracting/guaranteeing 1-12/1-5 Annual
Somalia BPublic Contracting/guaranteeing 1-12 Annual
Thailand Public Contracting/guaranteeing 1-12/1-5 Annual
Togo Public Contracting/guaranteeing 1-12/1-95 Anmual
Turkey Public Contracting/guaranteeing 1-10/1-5 Annual
Uganda Public Contracting/guaranteeing 1-12/1-5 Semiannual
Yugoslavia Government/
National Bank Debt outstanding Over 1 year Semiannual
Extended arrangements
Costa Rica Public Net borrowing All maturities (uarterly
Gabon Public Contracting/guaranteeing 1-10 Annual
Guyana Public Contracting/guaranteeing  0-10 Anmial
Honduras Public Net borrowing 0-10 Semlannual
India Public Contracting/guaranteeing 1-12/1-5 Annual
Ivory Coast (a)Public Contracting/guaranteeing 1-12/1-5 Annual
(b)Specified corpo-
rations Contracting/guaranteeing 1-12 Annual
Jamaica Public Contracting/guaranteeing 1-12/1-5 Annual
Morocco Public Contracting/guaranteeling 1-10/1-5 Annual
Pakistan Public Contracting/guaranteeing 1-12/1-5 Annual
Sierra Leone Public Contracting/guaranteeing 1-12/1-5 Annual
Sri Lanka Public Contracting/guaranteeing 1-12/1-5 Annual
Zaire Public Contracting/guaranteeing 1-12/1-5 Annual
Zambia Public Contracting/guaranteeing 1-10/1-5 Anqgal
1982
Stand—-by arrangements
Barbados Public Contracting/guaranteeing 1-10 Anmal
Chile 2/ Public Contracting/guaranteeing  1-10 Semiannual
Costa Rica Public Contracting/guaranteeing 1-10/1~5 Annual
Gambia Public Contracting/guaranteeing 1-10 Annual
Guinea Public Contracting/guaranteeing 1-12/1-5 Annual
Haiti (a) Public Contracting/guaranteeing All matuyrities ' Annual
(b) Central Bank Guaranteeing All maturities Annual
Honduras Public Debt outstanding 0-10 Semiannual
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ANNEX A

Quantitative Limitations on External Debt in Upper-Credit Tranche
Conditionality Programs, 1979-1982 {concluded)

Country Sectorlil Form of Limitation Maturity Limits Period Covered
(years)
1982
Stand-by arrangements
Hungary {(a) Public Contracting/guaranteeing 1-12 Annmual
(b) Specified financial
institutions Debt outstanding All maturities Quarterly
Kenya Public Contracting/guaranteeing 1-12 Annual
Liberia Public Contracting/guaranteeing 1-12 Annual
Madagascar Public Contracting/guaranteeing 1-10/1=5 Annual
Malawi Public Contracting/guaranteeing 1-12/1-5 Annual
Mali Public Contracting/guaranteeing 1-12 Annual
Mauritius {a) Public Contracting/guaranteeing 1-10/1-5 Semiannual
(b) Public Gross disbursement 1-10 Semiannual
Morocco Public Contracting/guaranteeing 1-10/1-5 Annual
Panama Public Net borrowing All maturities Annual
Romania Public Debt outstanding Under 1 year Annual
Senegal Public Contracting/guaranteeing 1-12/1-5 Semiannual
Somalia Public Contracting/guaranteeing I-12 Anmual
Sudan Public Contracting/guaranteeing 1-10/1-5 Annual
Thailand Public Contracting/guaranteeing 1-12/1-5 Anmual
Turkey Public Contracting/guaranteeing  0-10 Annual
Uganda Public Contracting/guaranteeing 1-12/1-5 Semiannual
Tugoslavia Public Debt outstanding Over 1 year Quarterly
Extended arrangements
Dominican
Republic 2/ Public Net borrowing 0-1/0~3/0-10 Annual
Gabon Public Contracting/guaranteeing 1-10 Annual
India Public Contracting/guaranteeing 1-12/1-5 Annual
Ivory Coast Public Contracting/guaranteeing 1-12/1-5 Annual
Jamaica Public Net borrowing 1-12/1-5 Annual
Mexico Public Net borrowing All maturities Quarterly
Peru Public Contracting/guaranteeing 1-10/1-5 Quarterly

1/ 1In some instances, the wording of the ceiling was in terms of borrowing

by the government only. However, in practice, this wording generally implied

or guaranteeing
coverage of the

entire .public sector, since borrowing by the latter nommally requires govermment guarantees,
2/ Approved in January 1983,
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Special Characteristics of Certain
External Borrowing Operations

In most cases, external borrowing operations have broadly similar
features that allow their identification and classification for the
purpose of formulating and monitoring performance criteria. However,
past experience shows that there are certaln kinds of external borrowing
operations which can complicate the task of analyzing the debt position
and designing borrowing ceilings. The purpose of this Anmex is to
review the following issues of this type: (i) loans with unconventional
terms of borrowing; (ii) leasing operations; (iii) the treatment of debt
in nonconvertible currencies; and (iv) loans involving set-aside
arrangements.

I. Unconventional terms of borrowing

a. Unconventional interest rates or other costs

The present guideline relies on the maturity of lcans as the
principal weans of classifying borrowing operations. In most cases,
other characteristics of a loan will follow a typical pattern, depending
mainly on the source of the loan (e.g., official, commercial, etc.).
There are cases, however, where these other characteristics, such as
interest rates, front-end fees, and servicing charges, which could have
significant debt service implications, may differ widely between loans
of similar maturities.

Attempts at incorporating the effect of these other characteristics
by devising alternative forms of debt limitations have concluded that,
while this is in principle possible, in most cases these alternative
forms would pose operationally difficult problems. 1/ However, while
limitations based on maturity do not deal with unconventional terms of
borrowing, it should be noted that, since debt limitations do not neces-:
sarily imply absolute prohibitions, if thought appropriate, the size of .
the ceiling can always be adjusted in order to accommodate particular
loans of this type.

b. Unconventional grace periods or repayment schedules

Limitations based on broad maturities are generally sufficient to
achieve the external debt objectives of an adjustment program when they
are applied to loans with conventional repayment terms, that is, loans
with equal periodic repayment installments following the grace period
(if any). However, problems may arise in the case of loans which are
not characterized by equal repayment installments; such loans are prin—
cipally of the following types: ‘

1/ See "Alternative Forms of External Debt Limitation" (SM/75/167,
6/27/75) for three possible alternative approaches: limitations on
annual debt service, on "discounted” debt service, and in respect of
new borrowing according to "adjusted maturities.”
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(i) “Balloon” or "bullet” loans. These are loans which are
repaid in a single lump sum at the end of the maturity period. Tech-
nically they are not different from conventional loans since the grace
period can be considered as equal to the maturity period of the Joan;
for equal maturities and interest rates, however, a "balloon” loan
carries a higher degree of concessionality than a conventional loan.

(ii) "Front—loaded"” loans. In a "front-loaded"” loan a
significant part of the repayment is concentrated in the first few
years of its total maturity; for example, a US$100 million loan for
ten years with repayment scheduled such that US5570 million is repaid
in the first four years. Over the last few years, "front-loaded™ loans
have become common on account of uncertainties relating to interest
rates, their spreads, and a tendency for many of the smaller banks in
the Eurodollar market which join the leading banks in syndicated
loans to commit their contributions for shorter periods.

(iii) Component or joint loans. These loans are typified by
agreements in which each component lender in the overall loan package
has a separate contract specifying the amount and terms on which it
would lend., Generally, such loans are limited to project financing
where the primary lender is an official entity (for example, an export
guarantee agency) which underwrites most of the risk and, thus, encour-
ages minority participation by private banks. Recently, there has also
been an increasing use of cofinancing arrangements where countries uti-
lize credits on commercial terms which are associated with concessional
loans from multilateral development lending agencies.

The implications of the above unconventional repayment schedules for
debt cellings based on the contracting of debt are readily apparent. In
the case of "balloon” loans, the ceilings could conceivably prevent the
contracting of a loan of this type even though it could have a higher
grant element than a conventional lcan that falls barely outside the
ceiling. On the other hand, as was the case with loans carrying unusual
interest rates or cost features, the ceiling may be set at a level ade-
quate to accommodate such a loan, if this is considered desirable. 1/

The opposite problem is posed by “"front-loaded” loans where, due to
the particular characteristies involved, the actual stream of debt ser—
vice payments during the initial part of the maturity period would be
higher than that of an equivalent conventional loan; thus, other things
being equal, treating "front-loaded” loans in the same manner as conven-
tional loans would underestimate the effect of the debt service burden.
It is possible that unless this is taken account of, debt cellings could
permit the contracting of a "front-loaded” loan whose final maturity is
outside the ceiling even though its overall terms are worse than other

1/ It should be noted, however, that in order to avoid a liquidity pro-
blem in the medium term, adequate provisions have to be made for the
servicing of the peculiar repayment schedule of a "balloon™ loan.
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loans covered by the ceiling. On occasion, the technique of front-
loading has been used to circumvent the intent of debt limitations;
e.g., "front-loaded” commercial loans have been assigned a final
maturity that puts them outside the celling. Resolution of problems
arising out of this type of unconventional loan necessitates the for-
mulation of techniques which would permit the conversion of such loans
into conventional loans of equivalent effect. Illustrations of the
possible techniques used to split "front-loaded” loans into multiple
loans with separate maturities is provided in an attachment.

As regards the third type of unconventional borrowing mentioned,
component or joint loans can be handled by treating each loan separately
as defined by its maturity and grace periods. This will require the
availability of adequate information to identify each component loan as
specified by the overall loan contract, and the terms underlying its
repayment schedule.

2. Leasing

LLeasing transactions can involve significant complications from
the point of view of designing a foreign borrowing policy. Leasing is
a transaction whereby residents in a country acquire the use of a
commodity even though no change of legal ownership occurs, and enter
into a contractual obligation to make periodic rent payments to the
owner of the commodity. Basically, leasing Is analogous to a loan-
financed import transaction where rent payments substitute for principal
and interest payments.

This 1s also recognized by the Fund's Balance of Payments Manual 1/
which recommends that "...as a rule of thumb, a lease arrangement expected
to cover at least three fourths of the cost of the goods, together with
the carrying charges, is to be taken as presumptive evidence that a
change of ownership is intended. The full equivalent of the market
value of the goods (not the cumulative total of the expected lease
payments) should then be recorded as merchandise, and an offsetting
entry should be made in the capital account to record the credit extended
to the nominal lessee,” (paragraph 217). The manual further states:
”...the so~called lease payment thus consists of investment income and
repayment of principal on the finmanclal obligation that was in effect
created when that change of ownership occurred” {paragraph 292).

It appears, therefore, that leasing arrangements are skin to
external debt operatioms and should be included under the coverage of
performance criteria on foreign borrowing. In practice, the identifica-
tion and classification of most leasing operations may present serious
difficulties, especially when they refer to relatively small transactions
involving the lease of machines and equipment. There are, nonetheless,
instances where the impact of leasing arrangements is significant,

1/ IMF, Balance of Payments Manual, Fourth Editien, 1977.
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particularly in the case of leasing or chartering of transport equip-
ment {(ships or aircraft). This can be an important issue when the
option of leasing is used as a substitute for direct foreign borrowing
in order to circumvent external debt limitations,

In view of the complexities involved, it is not possible to estab-
lish a definitive guideline covering this question. However, when
leasing arrangements can be identified which are significant, efforts
should be made to take them inte account in the analysis of external
debt and in the design of performance criteria on foreign borrowing,
Une way of dolng this is to apply a relevant market interest rate to
the fixed rental fee in order to derive the implicit amortization
payments. 1/ An alternative, more complicated approach is to make
assumptions as to the expected working life of the asset and its ini-
tial market value so as to estimate the part of the periodic rental
payments corresponding to depreciation (theoretically equivalent to
amortization payments), with the remainder being imputed as investment
income (interest payments}.

3. Debt in nonconvertible currencies

There are cases where countries have accumulated sizable amounts of
debt to the nonconvertible area. Mostly this debt is related to loans
from centrally planned economies, or arises from the operation of bilat-
eral trade agreements with countries, the majority of which are members
of the CMEA. g/

In principle, the balances resulting from bilateral trade in most
cases have to be settled once a year with payments effected either in
- merchandise or in convertible currencies and, in this sense, are analo-
gous to short-term debt or reserve liabilities. In some cases, however,
these balances have been permitted to remaln outstanding for a number of
years and have accumulated to significant levels. The interest rate
associated with these balances has heen usually low, consistent with the
general tendency for the terms of loans in noncenvertible currencies to
be on concessional terms.

In view of the generally concesslonal nature of this debt, usually
it has not been included under the ceilings on foreign borrowing.
However, the presence of this debt needs to be recorded in the statis-
tics on external debt. The existence of this liability, regardless of
the way in which it has to be repaid, affects the future payments

1/ ©On the assumption of equal repayments over time, the formula for
making this derivation is equivalent to that used to calculate equal
mortgage payments commonly employed in the U.S. housing market.

2/ In some instances, however, nonconcessional loans contracted with
other members of the CMEA are denominated and fully repayable in convert-
ible currencies; as a matter of course, such loans should be included in
the coverage of the external debt celling.
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position of a country, either by pre-empting some future exportable
merchandise or by laying claim directly on future foreign exchange
earnings.

4, Set—aside arrangements

Set—aside arrangements refer to loan agreements that provide for
the earmarking of certain export proceeds specifically for the debt
servicing of that loan. This type of arrangement is, on occasion,
proposed in connection with the financing of a specific investment
project in a country which suffers from a lack of creditworthiness.

For the debtor country, such an arrangement may be the only way it
can secure the foreign capital, especially 1f it is unable or unwilling
to obtain direct foreign investment for the exploitation of that partic-
ular project. However, there are considerable costs involved and, in
general, this practice should be discouraged. Earmarking of export
proceeds for a particular purpose can only complicate foreign exchange
management by introducing rigidities and constraints which may become
particularly serious when reserves are at a low level. Also, the intro-
duction of such arrangements may make it difficult to resist pressures
for similar arrangements with other creditors with the result that,
especlally for a small country, a substantial part of export earnings
would be committed in this way, thus seriously constraining balance of
payments management. Moreover, were the country to seek debt relief,
the existence of such an arrangement would pose serious difficulties
for the implementation of the nondiscrimination clause common to multi-
lateral debt rescheduling agreements.
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Segmentation of Front-loaded Loans into Multiple Loans
with Separate Maturities

A way to cope with the problem of front-loaded loans is to “"split”
them into separate loans, the maturity of each loan being equal to the
interval between the date of the disbursement and the date of the last .
of a series of principal payments in equal amounts (after any grace
period).

Consider as an example a loan for $110 million in a maturity of ten
years with two years grace. The loan contract provides for repayment of
$30 million in each of the two years following the grace period, $15 mil-
lion in each of the next two years, and $5 million in each of the subsequent
four years. Two possible approaches might be considered:

Method 1

This involves assuming that all repayments of principal during the
initial years are on account of the shorter maturity loan, while subse-
guent loans have correspondingly longer grace periods. Thus, on these
assumptions, the terms of the three loans are as follows:

Amount Grace Period Repayment Period
(3 million)

Loan 1 $60 2 years Years 3 and 4
Loan 2 530 4 years Years 5 and 6
Loan 3 520 6 years Years 7 thru 10

In many instances, the wording of the loan contract will indicate clearly
that this approach is to be preferred, i.e., 1t may indicate that "X
amount is repayable after Y years, etc.”

Method II1

An alternative (and perhaps more artificial) approach is to assume
that all three loans share the same original grace perlod. The loan
would be treated as three separate loans, one of four years maturity,
one of six years maturity, and one of ten years maturity, each with a
two~year grace period. Under these assumptions, the amount corresponding
to the loan with the longest maturity (the third loan) would be equal to
the value of the (equal) principal payments that defined this loan,
multiplied by the number of its payments during its maturity period.
These principal payments attributable to the longest maturity loan are
subtracted from the amounts due in earlier periods to derive the amounts
implicitly attributable to the second loan, and this procedure is then
repeated for the first loan. Using this method, the terms of the three
loans would be as follows:
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Amount Grace Perlod Repayment Period
{($ million)
Loan 3 540 l/ 2 years Years 3 thru 10
Loan 2 : 540 2/ 2 years . Years 3 thru 6
Loan 1 $30 3/ 2 years . Years 3 and 4

l/ i.e., $5 million is each of the eight years.

2/ 1i.e., 515 million repayable in each of the four years less $20 mil-
lion (the amount attributable to the first loan during the period).

3/ 1i.e., $30 million repayable in each of the two years less $20 mil-
lion and $10 million, the amounts attributable to the second and third
loans, respectively.

The difference between the two methods is illustrated in Diagram 1.
As indicated already, on the grounds of both simplicity and consistency
with the wording of the loan contract, Method I is usually preferable.
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bDiagram 1. Alternative Methods of
Segmenting ''Front-ended” Loans
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Concessionality in Foreign Loans

The longer the maturity and grace period and the lower the interest
rate, the more concessional is a loan. One measure of the degree of
concessionality of a loan is to express its value in comparison to a
direct grant. This measure is referred to as the grant element of a
loan. To compare a grant--which is unique over time--with a loan,
which is distributed over several time perlods, the present value of
the loans--where the future flows are discounted by a rate reflecting
society’s time preference—-must be considered. Hence, the grant element
(GE) of a loan 1s the ratio to the principal of the loan of that principal
less the discounted value of the stream of principal and interest pay-
ments due on the loan, i.e.:

m t
P—E (P +1)/{1 + d)
GE = t=1 t t
2

where P is the principal of the loan, P, and I are the payments of
principal and interest, respectively, in year t; m is the maturity of
the loan and d is the rate of discount. Once account is taken of grace
pericds and the frequency of payments, this formula becomes:

(1 - i/d) 1
GE = (1 - i/d) - d(m-g)(l+d)g 1 - (T+d)™ 8

which applies to equal annual payments of principal, and where i is the
interest rate of the loan and g its grace period.

It is evident from this formula that the choice of the discount
rate will significantly affect the caleculated value of the grant element,
The higher the rate of discount used, the closer the grant element will
be to 100 per cent; when the discount rate equals the interest rate of
the loan, the grant element will be zero, and it will turn nepative when
the discount rate drops below the interest rate,

The proper rate of discount, which in theory should be some measure
of society's time preference or the opportunity cost of capital, is
difficult to ascertain. In order to determine the degree of concession-
ality of official development assistance (ODA}, the DAC of the OECD
has assumed a discount rate of 10 per cent throughout the past decade.
For a loan to qualify as ODA under the rules of DAC, there must be a
minimum grant element of at least 25 per cent at the assumed discount
rate of 10 per cent. This rate is only a comwventional benchmark and no
special significance should therefore be attached to any absolute
value of the the grant element; however, within certain limits, grant
element computations remain a useful device to ravk and compare differ-—
ent loans. 1/ The following table shows the maximum interest rate a
loan can have for a given maturity and grace period, in order to meet
DAC's criterion of concessionality.

1/ It is possible that the rarking of two loans is reversed when
different discount rates are used, especially when interest rates and

maturities differ considerably for the loans being compared. For typi-
cal loans and discount rates, reversals in rarking are unlikely to occur.



Years to Maturity

" - Table Maximum Interest Rate Compatible with Concessional Loans 1/
(In per cent)
. ' : _ |
: Grace Period (In years) - : |
1 2 3 4 5 6 7 8 9 10 It 12 13 14 . 15

1 e

2 vos .o

3 can ‘oo e

4 .o Na56 1.64 2.06

5 | 0.45 1.58 2.41 3,06 3.32

] 1,46 2.35 3.02 3.55 3.98 4,16

7 | 2.23- 2.95  3.51  3.95 4.31  4.62 4,75

8 2.83 3.43 3.90 4.28 4.60 4.86 5.09 5.19

9 3.32 3.83 4,23 4.56 4.84 5.07 5.27 5.45 5.52
10 3.72 4.16 4,51 4 .80 5.05 5.26 5.44 5.59 5.73 5.79
11 4,06 4,44 4,75 5.01 5.23 5.42 5.58 5.72 5.84 5.95 6.00
12 4.34 4.68 4,95 5.19 5.39 5.56 5.70 5.83 5.95 6.05 6.14 6.18
13 4.58 4,88 5.13 5.34 5.52 5;68 5.82 5.93 6.04 6.13 6.22 §;29 6.33
16 | 4.79  5.06  5.29 . 5.48  5.65 5.79 5.91 6.03  6.12  6.21  6.29 6.36 6.42  6.45
15 4,98 5.22 5.43 5.60 5.76 5.89 6.00 6.11 6.20 6.28 6.35 6.42 6.47 6.53 6.55

Source: IBRD, Grant Element Tables.

1/ According to the DAC definition that defines as concessional those loans with a grant element in excess
of 25 per cent on the basis of a 10 per cent rate of discount.

For the purpose of this table, loans are assumed to be repaild in equal semiannual installments of principal.
Grace period is defined as the interval to first repayment, mimus one payment period. _

This table shows the maximum rate a loan can have and still meet the DAC criterion for concessional loans.
For example, a ten-year loan with five years of grace would be concessional if the interest rate is less or

equal to 5.05 per cent, but would fail the criterion at higher rates,
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Table 1.

Selected Performance Criteria in Upper Credit Tranche Conditionality Programs
Associated with Official Multilateral Debt Rescheduling, 1980~January 1983

r

Country Quantitative Performance Criteria
Date of Resched- Domestic Credit or Net Domestic Assets External Payments Arrears _ External Review
uling Agreement Number of Quar— Automatic Adjust- Number of Quar— Automatic Adjust- Debt Clause
Date of Board terly Limits ment or Other Spe-— terly Limits ment or Other Spe- Limits 1/
Approval and Specified cial Provision Specified cial Provision
Type of Program Related to Debt Related to Debt
Relief ~ Relief
1980 _ _
Sierra Leone 3 no 2 no yes yes
Feb. 8
Nov. 2, 1979
(1-year SBA)
Turkey 2 no No phasing; arrears not to increase yes yes
July 23 in first year, and to be regularized
June 18 or eliminated during rest of period.
{3~year SBA)
Liberia 4 ‘no Not applicable—-no arrears. yes no
Dec. 19
Sept. 15
(2-year SBA)
1981 B
Pakistan 2 no Not applicable--no arrears. yes yes
Jan., 15 :
Nov., 24, 1980
(EFF)
T T e R S T
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Table 1.

Selected Performance Criteria in YUpper Credit Tranche Conditionality Programs Associated
with Official Multilateral Debt Rescheduling, 1980-January 1983 {(continued)

Debtor Country

Quantitative Performance Criteria

Date of Resched- Domestic Credit or Net Domestic Assets External Payments Arrears External Review
uling Agreement Number of Quar—- Automatic Adjust- Number of Quar—- Automatic Adjust- Debt Clause
Date of Board terly Limits ment or Other Spe-~ terly Limits ment or Other Spe- Limits 1/
Approval and Specified cial Provision Specified cial Provision
Type of Program Related to Debt Related to Debt
Relief Relief
1981
Togo 4 no 4 for total arrears out- yes yes
Feb. 20 standing.
Feb. 13
(2-year SBA)
Madagascar 3 no 4 Reductions in yes yes
April 30 terms of net cash
April 13 payments.
(1-year SBA)
Central African Rep. 3 no 3 Net reduction through yes yes
June 12 cash payments; mid-
April 10 year review to reach

(l-year SBA)

Zaire
July 9
June 22
(EFF)

understanding concern—

ing further reduction

after debt relief out-
come is known.

3 no 3 Net cumulative reduc— yes yes
tion through cash
payments by end-~
program.

-68_
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Table 1.

Selected Performance Criteria in Upper Credit Tranche Conditionality Programs Associated

with Official Multilateral Debt Rescheduling, 1980-82 (continued)

Country Yuantitative Performance Criteria
Date of Resched— Domestic Credit or Net Domestic Assets External Payments Arrears ° External Review
uling Agreement Number of Quar- Automatic Adjust- Number of Quar- Automatic Adjust-. " Debt Clause
Date of Board terly Limits ment or Other Spe- terly Limits ment or Other Spe- ~ Limits 1/
Approval and . Specified cial Provision Specified cial Provision
Type of Program Related to Debt Related  to Debt.

Relief Relief

1981

Senegal ’ 2 Automatic adjustment Minimum reduction specified yes yes

Oct. 12 for deviations between for first half of program -
Sept. 11 actual and assumed year and elimination at end
(l-year. SBA). values of debt resched- of program vear.

o, ) uling; upward adjustment
is subject to additicnal
limits.

Uganda 1 1o i no yes yes
Nov. 18 - - }
June 5
(13-month SBA)

Liberia 5 no 5 Ceilings on amount yes no
Dec. 16 outstanding. :

Aug. 26

(I-year SBA)

CUORTICYWY WU TIEITLTT EDL aar
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uling will be required in the context - )
of these negotiations.

Table 1. Selected Performance Criteria in Upper Credit Tranche Conditionality Programs Assoclated
with Official Multilateral Debt Rescheduling, 1980-January 1983 (continued)
Country Quantitative Performance Criteria
Date of Resched- Domestic Credit or Net Domestic Assets External Payments Arrears External Review
uling Agreement Number of Quar— Automatic Adjust- Number of Quar- Automatic-Adjust- Debt Clause
Date of Board terly Limits ment or Other Spe- terly Limits ment or Other Spe- Limits 1/
Approval and Specified cial Provision Specified clal Provision
Type of Program Related to Debt Related to Debt
Relief Relief
1982 .
Sudan 2 ‘no No phasing; not to build up yes yes
March 18 arrears on debt that has been
Feb. 18 rescheduled.
(l-year SBA)
Madagascar 2 no 2 Minimum reductions yes yes
July 13 through net cash
July 9 payments, i.e.,
(l1-year SBA excluding reductions
through consolidation,
Romania 2 no No phasing; to eliminate by end-1982 yes yes 2/
July 28 and not to incur any new arreéars
June 21 except on debt repayments which are
(3-year SBA) the subject of rescheduling negotia—
(second year) tions or in respect of which resched-

_'[6-.
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Table 1. Selected Performance Criteria in Upper Credit Tranche Conditionality Programs Assoclated
with Official Multilateral Debt Rescheduling, 1980-January 1983 (continued)

Country Quantitative Performance Criteria
Date of Resched- Domestic Credit or Net Domestic Assets External Payments Arrears - External Review
uling Agreement Number of Quar- Automatic Adjust- Number of Quar- Automatic Adjust-— Debt Clause
Date of Board terly Limits ment or Other Spe- terly Limits ment or Other Spe- Limits 1/
Approval’ and Specified cial Provision Specified cial Provision
Type of Program Related to Debt _ Related to Debt
Relief ' ' Relief
1982 .
Manwi 1 Ceilings to be Not applicable—-no arrears. yes yes
_Sept. 22 adjusted downward S -
Aug. 6 by amount of debt
(l1-year SBA) relief. ik
' N
Senegal 2 Automatic adjustment ' 2 ) no yes yes |
. Nov. 29 for deviations bet— - '
- Nov. 24 ween actual and

(1-year SBA) assumed values of

- debt relief; upward : -
adjustment is subject
to additional limits.

‘Uganda ' o2 7 ‘no 2 Net reduction for yes yes
Dec. 1 . ' ' _ all arrears and’ :
* Aug. 11 : o ' ' ' ‘ minimum net reduc-
(1-year SBA) : - _ ' E . tion through cash
payments.
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Table 1. Selected Performance Criteria in Upper Credit Tranche Conditionality Programs Associated
with Official Multilateral Debt Rescheduling, 1980-January 1983 (concluded)
Country Quantitative Performance Criteria
Date of Resched- Domestic Credit or Net Domestic Assets External Payments Arrears External Review
uling Agreement Number of Quar- Automatic Adjust- Number of Quar— Automatic Adjust- Debt Clause
Date of Board terly Limits ment or Other Spe-— terly Limits ment or Other Spe- Limits 1/
Approval and Specified cial Provision Specified clal Provision -
Type of Program Related to Debt Related to Debt
Relief Relief
1983
Costa Rica 5 For ceilings on net No phasing; temporary accumulation yes yes
Jan., 1l domestic assets and of external payments arrears on
Dec. 20, 1982 BOP test targets, debt service payments permitted
(1-year SBA) net intermnational until rescheduling agreements
reserves are defined concluded; not to incur other
to include external payments arrears.
payments arrears as
reserve liabilities.
Ceilings are to be
adjusted for the
difference between
projected arrears
(subject to resched-
uling) and actual
values for end-
December 1982.
Sudan 2 no No phasing; not to incur arrears yes yes 3/
in respect of payments and trans-
Jan, 28 - fers for current international

(i-year SBA)

transactions, except for arrears
on debt servicing obligations in
the period until agreements on
comprehensive debt rescheduling
are concluded.

1/ Unless indicated otherwise, external debt limits were defined to exclude refinancing/rescheduling loans in

the context of multilateral debt renegotiations.

For other details, see Annex .

2/ Purchase conditional upon conclusion of review with the Fund that satisfactory rescheduling arrangements

have been made.

3/ Arrangement in effect only after Fund being satisfied that suitable arrangements for a global debt
restructuring have been made.
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Table 2.

Selected Performance Criteria in Upper Credit Tranche Conditionality

Programs Associated with Commercial Bank Debt Rescheduling, 198U-January 1983

(Quantitative Performance Criteria

Domestic Credit, or Net Domestic
Assets, and/or International Reserves

Automatic

External Payments Arrears

Automat ic

Country Adjustment or Other ) Adjustment or Other
Date of Board Number of Quar— Special Provision Number of Quar— Special Provision
Approval and terly Limits Related to terly Limits Related to External Review
Type of Program Specified Debt Relief Specified Debt Reliet Debt Limits 1/ Clause
1980
Zaire 2 No 2 Minimum reduction Yes Yes
w/27/79 through cash settle-
(13-month ment and a significant
SBA) reduction effected by
rescheduling from both
public and commercial
bank creditors.
1981 .
Jamaica 4 Upward adjustment No phasing-—Ceiling on increase in Yes Mo
4713 in ceilings (sub=- arrears on current international
ject to limits) payments and transfers for current

(EFF)

and unlimited
downward adjust-
ment for shortfall/
excess of disburse-
ments of external
loans and credits.

internatlonal transactions.
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Table 2. Selected Performance Criteria in Upper Credit Tranche Conditionality
Programs Associated with Commercial Bank Debt Rescheduling, 1980-January 1983

(continued)

Quantitative Performance Criteria

Domestic Credit, or Net Domestic

Assets, and/or Internaticnal Reserves

External Payments Arrears

Automatic Automatic
Country Adjustment or Other Adjustment or Other
Date of Board Number of Quar— Special Provision Number of Quar- Special Provision
Approval and terly Limits Related to terly Limits Related to External Review
Type of Program Specified Debt Relief Specified Debt Relief Debt Limits 1/ Clause
1982
Turkey 2 No No phasing; to eliminate all payments Yes Yes
9/9/81 arrears by June 1982
(2nd year of
3-year SBA)
Liberia & No Not applicable—-—no arrears. Yes Yes
9/29
{1-year SBA)
Honduras 5 No Targeted reduc-— No Yes No
11/5 tion for end-
(lé-month SBA) December 1982, and
to eliminate all
arrears by end-
October 1983.
Mexico 4 No No phasing; targeted reduction 1Is Yes Yes
12/23 specified for 1983, and mid-year
(EFF) review of progress in arrears

reduction.

- G6
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Table 2. Selected Performance Criteria in Upper Credit Tranche Conditionality
Programs Associated with Commercial Bank Debt Rescheduling, 1980-January 1983

(continued)

Country
Date of Board

QGuantitative Performance Criteria

Domestic Credit, or Net Domestic
Assets, and/or International Reserves

External Payments Arrears

Automatic
Ad justment or Other
Number of (Quar-— Special Provision

Automatic
Adjustment or Other
Number of Quar- Special Provision

ities external pay-
ments arrears and

Central Bank's refi-

nancing of Letters of
Credit due to commer-

c¢ial banks, with
maturity of under
5 years.

Approval and terly Limits Related to terly Limits Related to External Review
Type of Program  Specified Debt Relief Specified Debt Relief Debt Limits 1/ Clause
1983
Dominican Rep. 4 Neét international 4 No Yes Yes
1/21 reserves defined to
(EFF) include as liabil-

_96.-
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Table 2, Selected Performance Criteria in Upper Credit Tranche Conditionality
Programs Assoclated with Commercial Bank Debt Rescheduling, 1980-January 1983
(conclusion)

Quantitative Performance Criteria

Domestic Credit, or Net Domestic

Assets, and/or International Reserves External Payments Arrears
Automatic Automatic
Country Adjustment or Other Adjustment or Other
Date of Board Number of Quar- Special Provision Number of Quar- Special Provision
Approval and terly Limlts Related to terly Limits Related to External Review
Type of Program Specified Debt Relilef Specified Debt Relief Debt Limits l] Clause
1983
Argentina 5 Quarterly net No phasing, elimination of Yes 1/ Yes
1/24 domestic asset all external payments arrears
(15-month SBA) cellings and by June 1983.

quarterly overall
BOF targets defined
with all external
payments arrears
classified as
reserves—-related
liabilities of the
Central Bank.

Source: Staff papers dealing with requests by members for upper credit tranche stand-by arrangements and extended

arrangements.

1/ Additional limits on maturities falling due within three years, which are subject to a downward adjustment for,
inter alia, any net debt relief on maturities falling due within these periods obtained through multicreditor agreements

involving a formal refinancing or rescheduling of the external debt of the public sector.
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