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INI'OKMATIOV - - 

R e p o r t   o n  Madagascar's E x t e r n a l   D e b t   H e n e g o t i a t l o n  

P r e p a r e d  by t h e   A f r i c a n   D e p a r t m e n t  

( I n  consultation w i t n  t h e   E x c h a n g e   a n d   T r a d e   r t e l a t l o n s  
D e p a r t m e n t   a n d   t h e  Legal D e p a r t m e n t )  

Approved  by O.B. d a k a l o u   a n d  S. Kanesa-Thasan  

K e p r e s e n t a t l v e s  of M a d a g a s c a r   a n d   e l e v e n   c r e d l t o r   c o u n t r l e b  L/ met In 
P a r i s   u n d e r   t h e   f r a m e w o r k  of t h e   " P a r i s   C l u b "  on J u l y  12-13, 1 9 8 2   t o   d l s c u b s  
M a d a g a s c a r ' s   r e q u e s t  f o r  a r e s c h e d u l i n g  of I t s  ex terna l  d e b t   s e r v l c e  
o b l l g a t i o n s .  Members of t he  Fund s t a f f  L/ ar,d o b s e r v e r s   f r o m  I s r ae l ,  t n e  
N e t h e r l a n d s ,   t h e   U n l t e d   S t a t e s ,   t h e  World b a n k ,   t h e   b e c r e t a r l a t  of t n e  
U n l t e d   N a t l o n s   C o n f e r e n c e   o n   T r a d e   a n d   D e v e l o p m e n t  (UNCTAu) and  t he  
O r g a n l z a t l o n   f o r   E c o n o m l c   C o o p e r a t l o n   a n d   D e v e l o p m e n t  (OLCD) a l s o  a t t e n d e d  
t h e   r n e e t l n g ,   w h l c h  was c h a l r e d  by Mr. J e a n - C l a u d e   T r l c h e t ,  a s e n i o r   o f f l c l a '  
o f   t h e   F r e n c h   r r e a s u r y .  

The  t lalagaasy delegation o u t l l n e d   t h e   b e r l o u s   e c o n o t n l c  dtld L l n a n c l a l  
d l f f l c u l t l e s   f a c e d  by t h e l r   c o u n t r y   a n d   t h e   s t r o n g   d e t e r m l n d t l o a  o f  t h e l r  
Government t o  r e d u c e   e c o n o s l c   a n d   i l n a n c l a l   I m b a l a n c e s   a n d   t o  reach tire 
t a r g e t s  of t h e   p r o g r a m  underlying t h e   s t a n d - b y   a r r a n g e m e n t  r l t h  t h e  F u n d .  
T h e   F u n d   r e p r e s e n t a t l v e s ,  d t  t h e   r e q u e s t  of tne C h a l f u a n ,   a e s c r l b e d   t h e  
e c o n o m l c   s l t u s t i o n   o f   M a d a g a s c a r   a n d   t h e   m a J o r  e lemen ts  o t  t h e   d d J U S t D e n t  
p r o g r a m   u n d e r t a k e n  by the   Government  of X a d a g a s c a r   a n d   s u p g o r t e d  by the 
s t a n d - b y   a r r a n g e m e n t   w l t h   t h e  Fund  approved by t h e   E x e c u t l v e  board o n  J u l y  
9, 1982 (5M/81/223 and S u p p l e r e n t s  I, L and 3 ) .  T h e   r e p r e s e n t a t l v e s  of ttle 
g o v e r n m e n t s  of t h e   p a r t l c l p a t l n g   c r e d l t o r   c o u n t r l e s   e x p r e s s e d   t h e l r   s a t l s f a c t l o n  
v l t h   t h e   m e a s u r e s  of a d J u s t m e n t  s e t  f o r t h  In t h e   e c o n o m l c   a n d   f l n a n c l a l  
p r o g r a m   u n d e r t a k e n  by  t he   Governmen t  of P i a d a g d s c a r   a n d   s t r e s s e d   t h e   I m p o r t a n c e  
t h e y   a t t a c h   t o   t h e   c o n t i n u i n g   a n d   f u l l   l m p l e m e n t a t l o n   o l  t h l s  progrdln,  ln 
p a r t i L u l a r   t h e   r e v l t a l l z a t l o n   a n d   r e s t r u c t u r l n g  of t h e  productive s e c t o r  o f  
t h e  economy and t h e  lmprovement of p u b l l c   f l n a n c e s   a n d   f o r r l g n  exctlanbe 
management. 

I n  t he   Agreed   lY lnu te   o f  J u l y  13 ,  1982  t h e   r e p r e s e n t a t l v e s  of t h e   e l e v e n  
c r e d l t o r   c o u n t r l e s   a g r e e d  o n  recommenddt lons   to   be   f f ldde  tu Ltltllr g o v e r n m e n t s  
o r  a p p r o p r i a t e   g o v e r n m e n t  agencies, w l t h   r e s p e c t  t o  loans t o   f l a d d ~ a s c d r  
w l t h   o r l g l n a l  matur l t l r s  o i  more Lhdn one  year a n d   c o n t r d c t e d  prior t o  
J a n u a r y  1, 1962.  Tne creditors agreed  o n  a c u n s o l l d a t l u n  p c r l u d  f r u m  
J u l y  1, 1982 t o  J u n e  30,  1983,  1 .e .  b r o d d l y   u n t l l   t h e   e n d   o f   t h e   p r e s e n t  
s t a n d - b y   a r r a n g e m e n t .   E l g h t y - f l v e  per  c e n t  of t h e   p r l n c l p d l   d n d  In te res t  
p a y m e n t s   f a l l l n g  due d u r l n g  thls p e r l o d  will b e   c o n s o l l d a t e d   a n d   r e p d l 4  Ln 

- 1/ Austrla, kk lg lum,  C a n a d a ,   F r a n c e ,   t h e   F e d e r a l   d e p u b l l c  of Germany, 
I t a l y ,   J a p a n ,   b p a l n ,   S w e d t n ,   b w l t z e r l a n d  and tne  Unl t ed   K lngdou .  

L e y   ( O f f l c e  I n  E u r o p e )   a n d  b l d s b r u u d h  ( A F K ) .  
2 /  The  Fund staff's r e p r e s e n t d t i v e s  were Pliessrs. KrdtZ ( A F K ) ,  8rdU ( E T K ) ,  
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10 e q u a l   s e m i - a n n u a l   p a y m e n t s   b e g i n n i n g   o n   r l a r c h  31, 1 9 8 7 ,  i .e. a f t e r   t h e  
end of a g r a c e  p e r i o d  o f   a p p r o x i m a t e l y   f o u r   y e a r s -   T h e  rernalnlng 1 5  per 
c e n t  of  p r i n c i p a l  and i n t e r e s t  wlll be p a i d  as  f o l l o w s :  5 p e r   c e n t  as  
originally s c h e d u l e d ,  5 p e r   c e n t   o n  June 3 0 ,  1Y84 and 5 p e r   c e n t   o n   J u n e  
3 0 ,  1985.  

I n   a d d i t l o n ,   t h e   c r e d l t o r s   a g r e e d   t o   p r o v i d e   d e b t   r e l l e f  w l t h  r e g a r d  
t o  a r rears  (amoun t s  in p r i n c i p a l  and i n t e r e s t  d u e   a n d   n o t   p a i d  as of 
June  30, 1 9 8 2 )   o n   t h e   a b o v e - m e n t l o n e d   t y p e  cf c r e d l t   a n d   o f f i c l a l  
l o a n s  but a l s o  including t h o s e   w i t h   a n   o r i g i n a l   m a t u r i t y  o t  o n e  year o r  
less .  Repayment by M a d a g a s c a r   o f   t h e   c o r r e s p o n d i n g   a m o u n t s  w i l l  b e  as 
f o l l o w s .  30 per c e n t  of  t h e   t o t a l   a m o u n t   b e f o r e  December 31, 1982 and 70 
p e r  c e n t  of t h e  t o t a l  amount I n  s i x  e q u a l   a n d   b u c c e s s i v e   s e m l - a n n u a l  
paymen t s ,  t h e  f i r s t   t o  be made on  March 31, 1983 a n d   t h e   f i n a l   o n   S e p t e m b e r  
30, 1985. Arrears a r l s i n g   f r o m  the p r e v i o u s   r e s c h e d u l l n g  ok d e b t ,   c o v e r e d  
by t h e   A g r e e d   M i n u t e  of A p r i l  30, 1981. a re  n o t   I n c l u d e d   a n d  a l l  s u c h  
a r r e a r s  are  t o  be p a l d   n o t  l a t e r  t h a n   S c p t c r n b c r  30, 1 9 8 2 .  K c p n j r n ~ n t   b l   t h c  
Government of Madagascar  of arrears  o r l g i n a t l n g   b e f o r e   J a n u a r y  1, 1981 t o  
o b s e r v e r   c o u n t r i e s   w h i c h   d l d  not a t t e n d   t h e  A p r i l  30, 1981  m e e t i n g  of t h e  
g r o u p  O F  c r e d l t o r s  w ~ l l  b e   m a d e   a c c o r d l n g   t o   t h e   A g r e e d   M l n u t e  of that  
meeting a n d ,  ~n t h e   c a s e  @ f  p a y m e n t s   o v e r d u e   u n d e r   t h a t   s c h e d u l e ,   n o t  l a t e r  
t h a n   S e p t e m b e r  30, 1982.  

T h e  r a t e   a n d   c o n d r t l o n s   o f   I n t e r e s t   t o  be p a d   I n   r e s p e c t  of t hese  
f l n a n c l a l   a r r a n g e m e n t s  w i l l  b e  d e t e r r n l n e d   b l l a t e r a l l y   b e t w e e n   t h e   G o v e r n m e n t  
of Madagdscdr   and   t he   gove rnmen t s  of e a c h   p a r t l c l p a t l n g   c r e d l t o r   c o u n t r y .  

I n  o r d e r  t o  s e c u r e  comparable t r e a t m e n t  of  p u b l l c   a n d   p r l v a t e   e x t e r n a l  
c r e d l t o r s  on t h e l r  d e b t s ,  t h e   r e p r e s e n t a t l v e s  of t h e  Government of Maddbdscdr  
stated t h a t  t h e l r  Government will s e e k  t o  s e c u r e  f rom p r ~ r a t e  external 
c r e d i t o r s ,  particularly b a n k s ,  r e s c h e d u l l n g ,   i l n a n c l n g  or r e f l n a n c l n g  
a r r a n g e m e n t s   o n  terms c o m p a r a b l e  t o  t h o s e  se t  f o r t h  In t he   Agreed   l ' i l nu te  
f o r   c r e d l t s  o f   c o m p a r a b l e   m a t u r i t y ,   m a k l n g   s u r e   t o   a v o l d   l n e q u l t y   b e t w e e n  
d l f f e r e n t   c a t e g o r i e s  of  c r e d i t o r s .   T h e   G o v e r n m e n t  of Lqadagascdr will a c c o r d  
t o  e a c h  of t h e  p a r t l c l p a t l n g   c o u n t r l e s   t r e d t m n t  no l ess  f d v o r a b l e   t h a n  
t h a t  w h i c h  I t  may a c c o r d   t o  any o t h e r   c r e d l t o r   c o u n t r y  f o r  t h e   c o n c o l l d a t l o n  
of d e b t s  of a c o m p a r a b l e  term. The  Lovernment of N a d a g a s c a r   u n d e r t d k e s  t o  
n e g o t l a t e   p r o m p t l y   r e s c h e d u l l n g  o r  r e f l n a n c l n g  arrangements w l t h  d l 1  o t h e r  
c r e d l t o r   c o u n t r i e s  o n  d e b t s  o r  a c o m p a r a b l e  term. 

I n  r e s p o n s e  t o  t h e   r e q u e s t   o f   t h e   r e p r e s e n t a t l v e s   o f  t h e  Government Q f  
i q d d d g a s c a r ,   t h e   p a r t l c l p a t i n g   c r o d l t o r   c o u n t r l e s  agreed 111 p r l n c ~ p l e  t o  
c o n s l d e r   s u b s e q u e n t l y   t h e  matter of  M a d a g a s c a r ' s   d e b t   s e r v i c e   p a y m e n t s  
f a l l l r l g  d u e   a F t e r  June 30 ,  1983 p r o v i d e d  (1) t h a t   f l a d a g a s c a r  continues t o  
have  a s t and-by  arrangement w l t h  t h e  F u n d   l n v o l v l n g   t h e  u s e  of k u n d  r e 5 u u c 4 - e 5  
s u b J e c t  t o  u p p e r  c r e d l t   t r a n c h e   c o n d l t l o n a l l t y .  F o r  thls purpose ,  t h e  
Government of  Madadascar  agrees t h a t   t h e  Fund  lnforms t h e  Lhal rman of t t l r  

Par ls  C l u b   r e g a r d l n g   t h e  starus of  M a d a g a s c a r ' s   a r r a n g e m e n t   w l t h  tne Eund,  
(11) t h a t  Madagascar  h a s  c o n c l u d e d  b i l a t e r a l  a g r e e m e n t s  v l t h  t h e  creditor 
c o u n t r l e s   a c c o r d l n g  t o  t h e  Agreed  Mlnute   nd (lil> t n a t   r l a d a g a s c a r  has 
r e a c h e d   w l t h   b a n k s   a n d   o t h e r   c r e d l t o r s   e t r e c t i v e  arrangements m e e t l n g   t h e  
c o n d l t l o n s  described above .  


