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Table 1. Total Net Official Financing Flows to Developing Countries, 1988-94

1988 1989 1990 1991 1992 1993 1994 1/

(In billions of U.S. dollars)

Official Development Finance

(ODF) 2/ 61.1 6G.9 69.7 69.6 69.7 695  65.7
Official Development Assistance
(ODA) ¥/ 47.7 4%.8 52.8 58.5 587 562 589
Other 13.4 121 16.9 111 it.0 133 6.8
Bilateral 43.6 41.7 46.0 46.7 48.6 46.0 450
ODA ¥ 36.6 36.4 39.3 42.3 41.2 39.6 413
Other 7.0 5.3 6.7 4.4 7.4 6.4 3.7
Multilateral 4/ 17.5 19.2 23.7 22.9 2.1 235 207
ODA 11.1 12.4 13.5 16.2 17.5 166 176
Other 6.4 6.8 10.2 6.7 1.6 6.9 3.1

(1o percent of total ODF)

Bilateral 1.4 68.5 66.0 67.1 69.7 662 685
ODA 3/ 59.9 59.8 56.4 60.8 59.1 57.0 629
Other 11.5 8.7 9.6 6.3 10.6 9.2 5.6

Multilateral 28.6 315 34.0 32.9 303 338 315
oDA 18.2 20.4 19.4 233 25.1 239 26.8
Other 10.5 11.2 14.6 9.6 52 9.9 4.7

(In billions of U.S. doliars)

Memorandum items:

ODF (at 1993 prices and exchange rates) 72.6 73.0 4.7 722 681 695  63.0
Total net flows 5/ 98.0 1156 1262 1222 1478 162.7 175.0
Net official financing to countries
in transition &6/ - - 3.1 14.5 11.4 12.4
Of which: et official aid - - 1.8 7.3 6.7 6.8 7.2
(In_percent)
ODA share of respective ODF
Total 78.1 80.1 75.8 4.1 842 809 8%6
Bilateral 839 £7.3 854 90.6 848 86.1 91,8
Multilateral 63.4 64.6 57.0 70.7 829 706 B850

Source: OECD.

1/ Provisional.

2/ See Box 1 for definition of ODF. Based on resource receipts of developing countries on part I of the OECD’s
DAC list of aid recipients.

3/ Se¢e Box 1 for definition of ODA, Excluding debt forgiveness of non-ODA claims (including military debt) in
1990 (US$1.5 billion), 1991 (US$1.9 billion), and 1992 (US$1.9 billion).

4/ Disbursements by multilateral institutions (see Table 2 for contributions to multilateral institutions). Includes
copcessional flows from the IMF.

5/ Including ODF, export credits, foreign direct investment, intemational bank and bond Jending, grants by
nongovernmental organizations, and other private flows.

&/ Comprises countries in transition on part I of the OECD's DAC list of aid recipieats, i.¢., Belarus, Bulgaria,
the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Moldova, Polaad, Romania, the Russian Federation, the
Slovak Republic, and Ukraine. Includes official aid, officially supported export credits and other official financing.
Intra-country-in-transition flows are excluded. Receipts reported by some country authorities suggest that the
OECD figures may upderstate the flows.
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Table 2, Net ODA Disbursements from DAC Countries, 1988-94

1988 1989 1950 1991 1992 1993 1994 1/

{In billions of U.8. dollars)

Total net ODA 47.1 45.7 53.0 56.7 60.9 56.4 57.8
Bilateral ODA 2/ 31.9 329 37.2 41.3 41.2 393 40.2
Contributions to multilaterat

institutions 3/ 15.1 12.8 15.8 154 19.6 17.1 17.6

Tota! net ODA (at 1993 prices
and exchange rates) 57.0 56.1 57.2 59.2 59.5 56.4 55.4
Bilateral ODA 39.3 40.9 40.4 43.5 40.5 393 385
Contributions to multilateral 17.7 15.2 16.8 15.7 19.0 17.1 16.9

institutions

(In_percent of donors’ GNP}

Total net ODA 0.34 0.32 0.33 0.33 0.33 0.31 0.29
Bilateral ODA 0.23 0.23 0.24 0.23 0.24 0.21 0.20
Contributions to multilateral
institutions 0.11 0.09 0.09 0.10 0.09 0.10 0.09
(In_percent of total)
Distribution 4/

Net ODA by income group
Least developed countries 29.9 29.2 21.3 25.6 26.6 26.4
Low-income countries 25.6 26.4 27.6 28.9 21.9 25.2
Lower middle-income countries 17.6 17.8 224 22.7 229 24.7
Upper middle-income countries 2.9 33 3.6 31 23 3.6
High-income countries 4.3 4.2 36 4.0 4.5 1.7
Unatiocated 19.7 19.1 15.4 15.7 15.7 16.4

Net ODA by region
Sub-Sabaran Africa 321 328 30.8 28.5 311 30.8
North Africa and Middle East 10.9 10.2 19.9 19.5 14.9 12.0
Asia 26.6 273 22.7 24.1 25.9 25.2
Western Hemisphere 9.5 10.3 9.2 9.7 9.1 9.8
Europe 5/ 1.2 0.8 25 3.6 38 5.7
Other 6/ 19.6 18.6 14.8 14.5 15.1 16.5

(In_billions of U.S. dollars)
Memorandum items:
Total net ODA to developing countries 7/ 47.7 48.8 52.8 58.5 58.7 56.2 58.9

DAC countries 2/ 31.9 329 37.2 41.3 41.2 39.3 40.2
Multilateral institutions’ disbursements 11.1 12.4 13.5 16.2 17.5 16.6 17.6
Other 8/ 4.7 35 2.1 1.0 -~ 0.3 1.1

Tota! intra-developing country
flows (net ODA) 9/ 22 1.7 6.0 2.6 .0 1.2 1.2

Source: OFECD.

1/ Provisional.

2/ Excludes debt forgiveness of non-ODA claims (including military debt) m 1990 (US$1.5 billion), 1991
(US$1.9 billion}, and 1992 (US$1.9 billion).

3/ Includes contributions to the IMF Trust Fund, IMF Interest Subsidy Account, IMF SAF and ESAF, and IMF
Administered Account.

4/ Distribution of total net ODA from DAC and other sources, including unspecified. The data is not consistent
with the aggregate data because the country level detail of revised aggregate data is not yet available--however, the
revisions were not large.

5/ Excludes countries in transition not on part | of the OECD’s DAC list of aid recipients.

6/ Oceania and unspecified.

1/ Excludes intra-developing country resource flows; based on resource receipts of developing countries,
consistent with Table 1.

8/ Other industrial countries and unallocated.

9/ Includes flows from Arab countries and other developing country donors (including China, India, South
Korea, and Taiwan Province of China).



the recent peak in 1990 and a decline of 30 percent by 1994 from the earlier
peak in 1985 (Chart 1). 1/ The fall in ODF in recent years was due to
declines in both multilateral and bilateral net flows, particularly in
"aother ODF"™ (i.e., non-ODA flows in ODF). <Chart 2 shows in a flow chart the
direction of flows.

Net bilateral ODF fell from a peak in 1992 of US$49 billion to
US545 billion in 1994, as a result of a US$3% billion fall in other
ODF (Table 1). The ODA component of bilateral flows peaked in 1991 at
US$42 billion, and fell by US$1 billion in 1992-94, reflecting reduced ODA
flows from countries belonging to the OECD's Development Assistance
Committee (DAC) (Table 2, and section 3 below). 2/

Since 1990, net ODF disbursements from multilaterals fell by
USS$3 billion to just under US$21 billion in 1994 (Table 1). While the 0ODA
component rose sharply over this period, other ODF flows fell from a peak of
UsS$10 billion in 1990 to USS$3 billion in 1994. However, the trend in
multilateral financing is not clear as it has fluctuated significantly in
recent years, primarily because of the large shifts in other ODF to
countries in Latin America from the World Bank and the Inter-American
Develeopment Bank. Contributions to multilateral institutions from DAC
countries reported as ODA peaked in 1992 at just under US$20 billion
(Table 2} and declined by US$2 billion in 1993-94.

The decline in other ODF in recent years reflects the growing role of
private flows in replacing non-concessional borrowing from official sources
in those countries with access to international capital markets. Also, it
reflects a trend toward more concessional official financing for the poorer
countries with limited debt-servicing capacity (see section 3 below).

The distribution of pgross bilateral official flows (OBF plus officially

supported export credits) ameong developing countries shows an increase in
the share of financing of upper middle-income and high-income countries in
1992-93 compared to 1989-91, at the expense of least developed, low-income,
and lower middle-income countries (Table 3). This reflected increased
non-0DA flows (including official export credits) to some upper
middle-income and high-income developing countries in Latin America, Asia,
and the Middle East, and a lower share of financing to low-income and least
developed countries in sub-Saharan Africa (particularly because of sharply
lower non-0DA flows to Nigeria). 3/ Low-income and lower middle-income

1/ The OECD records flows in real terms by adjusting for inflation and
changes in the exchange rate between the currency concerned and the U.S.
dollar. The latest available series is based on 1993 prices and exchange
rates.

2/ The Development Assistance Committee (DAC) is a specialized committee
of the OECD which deals with foreign aid matters.

3/ For a description of developments in export credits, see Chapter III.
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Chart 2: Direction of Net Official Flows in 1994

DONORS

DAC Countries

RECIPIENTS

QDA
uUs$iab

Other ODF
Us$4o
ODA US$41b
Sy, Other ODF
Ny, Ussm

Developing Countries

Multilateral
Institutions 1/

Daveloping Country
Donors 2/

QOther Non
DAC Industriat
Countrias . Other Oficial
. Flows (19683
N us$a

omcial
Al (1993)
us$i

ODA Flows

ussip

-, Other Official
“. Flows (1993
\ Us$zb

Countrles
in Transition 3/

Other OMcial Flows

Sources: Tables 1 and 2, and IMF estimates.

1/ In earlier years, multilateral disbursements {including from the IMF)
differed from DAC countries’ contributions to multilaterals.

2/ Mostly Arab countries.

3/ Receipts of official financing reported by some country authorities
suggest that the OECD figures may understate the flows.




Table 3. Gross Disbursements of Official Bilateral Financing
from DAC Countries by Region and Income Group, 1989-93

1989 1990 1991 1992 1993 1/

(In_percent of proup total)

Gross bilateral official disbursements 2/

By region
Sub-Saharan Africa 20.1 21.5 17.2 16.7 15.3
North Africa and Middle East 21.3 22.2 28.4 18.9 17.9
Asia 259 253 237 29.1 33.7
Western Hemisphere 18.1 18.0 17.0 223 18.9
Europe 4.0 34 3.7 3.6 3.6
Other {Oceania and unallocated) 10.7 9.7 10.1 9.5 10.6

By income group
Least developed countrics 12.8 14.4 12.6 11.7 11.2
Low-income countrics 29.0 26.4 30.2 249 27.4
Lower middle-income countries 30.8 31.2 29.1 29.5 28.5
Upper middle-income countries 132 13.7 12.1 17.2 15.2
High-incoeme countrics 4.6 4.5 3.7 6.9 8.2
Unallocated 8.7 9.3 10.4 9.7 9.5

Gross bilateral ODA disbursements 3/

By region
Sub-Saharan Africa 27.8 31.1 22.4 24.9 24.2
North Africa and Middic East 12.1 16.1 26.1 16.6 15.5
Asia 29.1 24.9 22.0 21.7 26.2
Western Hemisphere 10.6 9.5 12.4 10.5 12.7
Europe 2.0 2.7 33 3.7 4.2
Other (Cceania and unallocated) 18.3 15.7 13.7 16.6 17.1

By income group
Least developed countries 22.9 22.7 18.2 19.6 19.4
Low-income countries 28.3 28.7 36.1 28.3 28.1
Lower middle-income countries 20.8 233 23.2 253 26.9
Upper middle-income countrics 5.1 4.9 4.0 4.6 52
High-income countrics 5.6 5.0 4.7 6.1 4.7
Unallocated 171.5 15.4 13.8 16.2 15.7

{In billions U.S. dollars)

Memorandum items:

Gross bilateral ODA disbursements 3/ 36.3 44.7 55.7 49.2 48.4
By Region
Sub-Saharan Africa 10.1 13.9 12.5 12.3 11.7
North Africa and Middle East 4.4 1.2 14.6 8.2 15
Asia 10.6 11.1 123 13.6 12.7
Weslern Hemisphere 39 43 6.9 5.2 6.2
Europe 0.7 1.2 1.8 1.8 2.0
Oceania 1.3 1.2 1.2 1.4 1.4
Unallocated 54 58 6.4 6.8 6.9

Source: OECD, Geographical Distribution of Financial Flows to Aid Recipients.

1/ Provisional.

2/ Total official flows delined as grants, gross ODA loans, and other gross contractual lending, including official
export credits.

3/ The data is not consistent with the aggregate data for net ODA in Tables 1 and 2 because the country level detail for

the gross QDA equivalent of the revised data in Tables 1 and 2 is not yet available--however, the revisions were not
large.



countries in Asia experienced a significant increase in official flows
{(mainly non-0ODA) in 1992-93 compared with 1989-91, particularly to China,
India, Indonesia, and the Philippines. However, the share of total official
flows to all low-income and lower middle-income countries declined because
of a sharp decline in flows to several countries in North Africa and the
Middle East included in these inceome groups (particularly Egypt, Iran, and
Turkey), which more than offset the increased flows to Asian countries in
these income groups.

Net official financing flows to countries in transition (not included
in developing countries) remained large in recent years (see Box 2).

3. Developments in_total net QDA in recent vears

ODA has become increasingly the most significant instrument of official
development financing, comprising 90 percent of total ODF in 1994, in net
terms (Table 1), a rise of 10 percentage points over 1989. The share of ODA
in net multilateral flows has risen sharply--by 20 percentage points since
1989 to reach 85 percent--though it remains below the bilateral share
{92 percent).

Total net ODA (including contributions to multilateral institutions)
from countries belonging to the DAC increased from US§$56% billion in 1993
to USS$58 billion in 1994, but remained below the historical peak of
US$el billion in 1992 (Table 2). 1/ Adjusting for inflation and exchange
rate fluctuations, net ODA declined in 1994 by 2 percent, and the ratio of
net ODA to donors'’ GNP declined to 0.29 percent (Chart 3), the lowest level
since 1973, However, despite the recent declines, ODA in 1994 was around
8 percent above the average for the mid-1980s in real terms (i.e., at
constant {1993) prices and exchange rates).

1/ Two measures of total net ODA are available. The first measure
records the receipt of resources by developing countries, i.e., the sum of
the disbursements of concessional development finance by multilateral
institutions and bilateral donors, as shown in Table 1 (and the memorandum
items in Table 2}. The second measure sums the disbursements by DAC
countries directly to aid recipients (bilateral ODA) and DAC countries’
contributions to multilateral institutions, as presented in Table 2. The
latter measure is the most commonly used for assessment of the aid
performance of DAC members and analysis of trends, as it provides a measure
of resources available to multilateral institutions for future
disbursements. The measures generally differ because of delays between
contributions to multilateral institutions by bilateral donors and
disbursements by multilateral institutions to aid recipients, and because
developing countries receive resources from non-DAC donors (including
intra-developing country flows) {see Chart 2).
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Box 2. Official Financing Flows to Countries in Transition

Countries in transition not included in the
DAC list of developing countries! {and not
included in ODF) increased their share of official
financing from OECD countries in recent years.
They received around US$12% billion in
“official aid" and other official financing
{(including officially supported export credits) in
1993 (Table 1), though this is below the peak
level of 1991 (US$14'% billion).2 Almost half of
the 1993 flows were in the form of "official
aid".3  Poland, the Russian Federation, and
Ukraine received the bulk of these flows.

For the Baltic countries and the other
countries of the former Soviet Union other than
Russia, the official flows from OECD donors
were small in 1993 refative to the flows received
from the Russian Federation in earlier years.
The flows received from the Russian Federation
by other countries (excluding the Baltic
countries) in 1992 were equivalent to around
20 percent of these countries’ combined GDP

and in some cases (Georgia, Tajikistan,
Turkmenistan, and Uzbekistan) amounted to
one third or more of estimated GDP; these
flows declined in 1993 and 1994.

lBelarus. Bulgaria, the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Moldova, Poland,
Romanis, the Russian Federation, the Slovak Republic,
and Ukraine. These countries are on Part [I of the
DAC list of aid recipients, whereas Part | includes
developing countries.

Receipts of official financing reported by some
country suthoritics suggest that the OECD figures may
understate the flows. Also, QECD data exclude flows
hetween countries in transition,

310Official aid" is defined by the DAC to mean
flows which meet the conditions of eligibility for
inclusion in ODA except that the recipients are on Part
11 of the DAC list of aid recipients, i.e., flows which
are undertaken by the official sector with promotion of
economic development and welfare as the main
chjective and with a grant element of at least 25 percent
(at a discount rate of 10 percent).

fell by 3 percent to US$40 billion in 1994 (Table 2).
decline in bilateral ODA was more marked--a fall of 11% percent from 1991 to
As a percent of GNP, bilateral ODA fell to 0.20 percent compared with

1994 .

Bilateral ODA from DAC countries peaked in 1991 at US$41 billion and

In real terms, the

the plateau of 0.23-0.24 percent in 1988-92.

DAC countries’ contributions to multilateral institutions peaked at

just under USS20 billion in 1992 (Table 2}, before declining to arocund
Us$17% billion in 1993/94--a decline in rveal terms of around 1l percent.

Six of the ten largest DAC donors recorded falls in the real level of
total net ODA disbursements in 1994, with Italy recording a dramatic fall--

36 percent of the 1993 level (in 1993 prices and exchange rateg), or more

than

USS1 billien (Table 4).

The falls were offset, in part, by a large

increase in ODA from Japan (almost US$0.9 billion in 1993 prices and
exchange rates), and smaller increases from three other major donors

(Denmark, France,

and the United Kingdom).




Table 4. Net ODA Disbursements by Major DAC Donors, 1989-94

At 1993 Change 1993/94
prices and At 1993 Share of
At current prices exchange rates At current  prices and  donor’s GNP
1989 1990 1991 1992 1993 1994 1994 prices exchange rates 1994
1/ 1/ 1/ Prov. Prov. Prov.
(In billions of U.S. dollars) (In_percent)

Canada 2.3 2.5 2.6 2.5 24 2.2 2.3 -6.0 -1.1 0.42
Denmark 0.9 1.2 1.2 1.4 1.3 1.5 1.4 8.2 2.5 1.03
France 5.8 7.2 7.4 8.3 7.9 84 8.2 6.7 32 0.64
Germany 4.9 6.3 6.9 7.6 7.0 6.8 6.5 2.9 6.9 0.33
Italy 3.6 34 33 4.1 3.0 2.0 2.0 -35.4 -35.8 0.20
Japan 9.0 21 11.0 11.2 11.3 13.2 12.1 17.6 7.9 0.29
Netherlands 2.1 2.5 2.5 2.8 2.5 2.5 2.4 0.2 -3.6 0.76
Sweden 1.8 2.0 2.1 2.5 1.8 1.7 1.6 3.7 -1.3 0.90
United Kingdom 2.6 2.6 3.2 3.2 2.9 3.2 3.0 10.0 1.5 0.30
United States 7.9 114 11.3 11.7 10.1 9.9 9.6 2.9 4.9 0.15
Ten major donors above 2/ 40.7 46.6 49.6 53.3 50.2 51.4 49.2 23 -2.2

Other DAC donors 3/ 5.0 6.3 7.1 7.5 6.2 6.4 6.2 4.8 -0.5

Total DAC 2/ 45.7 53.0 56.7 60.9 56.4 57.8 554 2.5 -1.8 0.29
(in percent of GNP) 0.32 0.33 0.33 0.33 0.31 0.29

Source: OECD.

1/ Includes debt forgiveness of non-ODA claims.

2/ Excludes debt forgiveness of non-ODA claims.
3/ Includes Australia, Austria, Belgium, Finland, Ireland, Luxembourg, New Zealand, Norway, Portugal, Spain, and Switzerland.

-..OI_



The main reason for the decline in the real level of ODA in recent
ears was budgetary constraints in many donor countries, 1/ These are
ikely to continue for the near future as most of the major donor countries,
with the exception of France, Japan and the Netherlands, are budgeting a
reduction in aid as a share of their GDP in the near term and--in some
cases--also a significant decline in real terms. 2/ In addition, since
1990, the increased demands for aid from the countries in transition, most
of which are not included in the group of developing countries, was a factor
in reducing the flows to developing countries (see Box 2). Special factors
in recent years included reduced flows to multilateral development banks due
to the timing of replenishment cycles, delays in replenishing the African
Development Fund, the absence of large debt forgiveness and reorganizations
(see Box 3), and lower ODA expenses on emergency assistance to refugees in

the donor countries. 3/

Yy
1

There has been a trend toward more concessional terms for ODA from DAC
countries over the past decade. The average grant element of total ODA for
the ten largest DAC donors increased from around 91 percent in 1981-82 to
94 percent in 1992-93. 4/ Several donors are now extending aid almost
exclusively in the form of grants, particularly te the Least Developed
Countries, where the grant element of ODA for the ten largest DAC donors
averaged 98 percent in 1992-93. Only two DAC donors (Japan and Spain)

recorded a grant element for total ODA of less than 85 percent in 1992-93.

Although data on flows from non-DAC donors is sketchy, net ODA from
non-DAC donors (mainly Arab countries) apparently fell substantially from
the peak in 1990 (see intra-developing country fleows and other flows in the
memorandum items of Table 2), reflecting tighter budget constraints in the

aftermath of the Gulf war. Qfficial financing from new sgurces, such as

ftermath of the Gulf W icial financing source
China, Korea, and Taiwan Province of China, remained small relative to total
flows (Chart 2).

1/ The dramatic fall in ODA from Italy was also driven by concerns about
aid effectiveness.

2/ See "Bilateral and Multilateral Aid Flows and Fund-Supported Programs"
(SM/95/73 Supplement 1, 4/25/95) and Chairman’s Summing Up (Buff 95/48,
6/6/95) for a discussion of the outlock for ODA.

3/ Such expenses are recorded as ODA only in the first year upon the
arrival of refugees, but not subsequently. Several European countries had
an influx of refugees in 1992 and 1993, but less so in 1994, and this ODA
component became less significant.

4/ Calculated at a 10 percent discount rate as described in Box 1,



Box 3. Debt Relief and ODA

Donor countries include debt forgiveness as
ODA by recording the disbursement of an official
grant equivalent to the amount of principal and
interest due on the loans forgiven (recorded in the
year the payments were scheduled to be made). At
the same time, principal payments on ODA loans
forgiven are recorded as negative ODA in the year
the payments were scheduled (interest received is
not recorded as negative ODA). For example, if an
outstanding ODA loan of US$100 million is
forgiven, on which principal was to be paid in
equal installments over 10 years, then debt relief
recorded as ODA would be US$10 million Eﬁﬁil&uy
over 10 years (plus interest forgiven). At the same
time, US$10 million would be recorded annually as
principal payments to the donor (negative ODA) as

if the loan continued to be serviced as scheduled.!

Debt forgiveness of ODA claims has been
consistently recorded as part of ODA flows.
However, the treatment by the DAC of debt
forgiveness of non-ODA claims has varied in recent
YEars. Up to and including 1989, where
forgiveness of non-ODA debt met the tests of ODA
(including that it be implemented for the purposes
of promoting the development or welfare of the aid
recipient), it was reportable as ODA. From 1990
to 1992, it remained reportable as ODA but was
excluded from the DAC total. From 1993,
forgiveness of debt originally intended for military
purposes is excluded from ODA and is reportable
as "other official flows".  Also from 1993,
forgiveness of other non-ODA loans is recorded as
ODA (where it meets the tests of ODA) as it was
until 1989,

Debt rnnrgnrn')n[u‘\nz is include

d as ODA if
it is extended by the official sector, implemented
for the purposes of promoting the development or
welfare of the recipient, and conveys a grant
element of at least 25 percent (calculated at a
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In the case of refinancing, the gross
disbursement is recorded as an ODA loan (or
other official flows if it does not meet the tests of
ODA) while the original loan is stricken from the
record. Principal payments on the refinanced
loan are recorded as negative ODA. In the case
of rescheduling, the interest capitalization is
recorded as an additional disbursement of ODA
(or other official flows if it does not meet the
tests of ODA).

Debt forgiveness by DAC donors on ODA

R R |
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US$2.7 billion in 1993, well below the peak of
US$6 billion in 1991, which included significant
debt relief extended to Egypt and Poland. Debt
forgiveness of non-ODA claims, included in
individual donor ODA figures in 1990-92 but
excluded from the DAC total for ODA, amounted
to US$L.5 billion in 1990, US$1.9 billion in
1991, and US$1.9 billion in 1992--the bulk of
this debt forgiveness was extended by the United
States. Loans for debt reorganization recorded as
ODA were US$1.6 billion in 1993, well below
the 1991 peak of US$5.9 billion--with again the
United States providing the bulk of these loans.

IThe result of the debt forgiveness is thus a
positive net ODA (equal to the interest forgiven); in
the absence of forgiveness and assuming the loan was
being serviced, net ODA would have heen negative
{equal to the principal repaid).

For the purposes of DAC statistics, deht
reorganization  includes  rescheduling  (matunty
extension of loans where the ex-post claim is held hy
a government or official agency) und refinancing
{extension by a government or official agency of u
new [van which replaces previous claiins, irrespective
of the sector of the original holder.)




4. Developments in the direction of gross
disbursements of bilateral ODA

Changes in the regional pattern of gross disbursements of bilateral
ODA were dominated by a large decline in the share of ODA to North Africa
and the Middle East (by 10 percentage points between 1991 and 1993)
(Table 3). This was primarily due to reduced flows to Egypt following large
flows in 1990-91 (which included significant debt relief). In turn the
shares of ODA to Asia, Europe, and sub-Saharan Africa recorded significant
increases over 1991-93., ODA to European countries also rose as a result of
a significant increase in assistance to the successor states of the former
SFRY, including emergency and distress relief.

The distribution of bilateral ODA by income group of recipients since
1989-90 shows an increase in the share of lower middle-income countries (by
around 5 percentage points) in part due to increased emergency flows to the
successor states of the former SFRY; this was largely at the expense of
least developed countries: their share declined by 3% percentage points.
The sharp increase in the share of low-income countries in 1991 was
subsequently reversed, mainly due to reduced flows to the low-income
countries in the Middle East and North Africa (Table 3). There was little
change in the income distribution of ODA between 1992 and 1993, with low-
income and lower middle-income countries accounting for about 27-28 percent
of ODA each in 1993, and least developed countries accounting for almost
20 percent in 1993.

The developments in flows by region and income groups mask important
trends in support for countries undertaking sound economic adjustment
programs {(see Box 4).



5.

the dramatic political changes in recent years--the end to the Cold War, new

Box 4. ODA and Economic Adjustment

In recent years, there appears to have
been a reasonably close relationship between
ODA flows and the pursuit of economic
adjustment programs. Within the group of {ow-
income countries, in particular, bilateral ODA to
countries pursuing IMF-supported adjustment
programs grew more rapidly than to those
countries without such programs {Table 5). For
example, the 41 ESAF-eligible countries with
IMF arrangements completed in 1993-93
experienced a 35 percent increase in bilateral net
ODA on average from 1987-8% to 1990-93
compared with an increase of 6% percent for
ESAF-eligible countries without [MF
arrangements {an increase of 18 percent if China
is included). Some countries pursuing IMF-
supported programs recorded remarkable
increases in net ODA flows--for instance,
Uganda completed three annual ESAF arrange-

ments before end-1993 and received almost
twice the level of ODA flows on average in
1990-93 compared with the average for

* 1987-89. Low-income rescheduling countries

recorded a 33 percent increase in bilateral net
ODA flows over the same period, slightly
more than the increase for all developing
countries.

Within the group of non-ESAF-eligible
developing countries, those countries that
pursued IMF-supported adjustment programs of
at least one year in 1990-93 experienced a
42 percent increase in net ODA flows over the
period 1987-89 to 1990-93. This compares
with an increase of 31 percent for non-
ESAF-¢eligible developing countries that did not
pursue a Fund-supported program for at least
one year in 1990-93.

Recent major trends in bilateral aid donor policies 1/

Donors are attempting to reshape aid policies and practices following

claims on aid from the countries in transition, and new demands such as

emergency assistance {Box 5)--and in response to domestic pressure to reduce

aid budgets. With decreased emphasis on geopolitical concerns, donors see

greater scope to adapt aid policies to be more consistent with the basic

objective of aid, namely, promotion of long-term economic development and
welfare in developing countries, with a renewed focus on reducing poverty
and encouraging good governance.

1/ Based on discussions by a small staff team with staffs of bilateral
aid agencies in the following countries:

Canada, France, Germany, Italy,

Japan, the Netherlands, Sweden, Switzerland, the United Kingdom, and the

United States in the period June 1994 to February 1995,
discussion of aid donor policies was provided in "Bilateral and Multilateral

A more complete

Aid Flows and Fund-Supported Programs" (SM/95/73 Supplement 1, 4/25/95).
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Table 5.  Bilateral Net ODA Flows to Developing Countries
by Couniry and Status of IMF-Supported Program, 1987-93

period average
1987 1988 1989 1990 1991 1992 1993 1937-89 1990-93  Change

(In millions of U.S. dollars) {In percent)
ESAF-eligible countries 13,343 16,143 15,989 19,667 21,344 20,819 17,497 15,325 19,332 29.4
Completed three annual ESAF

arcangements L/ 2,487 2,941 3,176 3,627 3,354 3.691 3,152 2.868 3,466 . 208
Bangladesh 927 931 912 1,003 812 853 669 943 159 1.9
Baolivia 213 233 308 365 356 502 419 251 410 633
QGambia, The 51 55 56 57 55 30 50 54 53 -1.5
Ghana 131 236 352 265 449 333 ke 239 339 1.4
Guyana 15 15 7 36 35 6 24 19 30 53.6
Malawi 170 181 132 216 9 208 160 17% 198 1.5
Mozamhique 535 732 579 752 m 1,010 811 616 836 353
Senegal 159 369 537 589 421 454 363 421 457 54
Uganda A7 188 164 244 285 155 kLY 144 13 93.6

Completed onc or twe

annual ESAF arrangements [/ 3,316 3,910 3,849 4,506 4,288 4,194 3,619 3,692 4,151 12.5
Benin 7 93 14% 126 160 17 148 107 151 41.9
Burundi 83 LX) 90 158 122 149 143 87 144 65.6
Guinea 120 160 192 139 1m 234 181 157 182 15.8
Honduras 223 256 213 384 215 207 192 230 152 93
Kenya 444 610 621 735 608 520 428 558 373 26
Lesotho 63 70 k2] a5 T4 63 4 69 6 10.0
Madagascar 181 114 175 268 24 216 231 190 247 30.0
Mali 221 260 301 313 280 239 120 261 263 0.7
Mauritanin 98 1t4 162 106 110 116 196 128 132 62
Nepal 190 215 149 239 290 276 246 221 263 1.8
Niger 215 242 200 155 264 262 252 219 253 18.0
Sri Lanks 326 436 397 404 458 249 273 356 36 -10.5
Tanzania 119 786 692 844 764 11 645 733 167 4.7
Togo 36 128 108 153 125 135 79 W07 123 14.8
Zimbatwe 265 33 228 296 359 536 310 242 375 55.1

Other IMF-supported programs
of at least one yenr in 1990-93 21 5,188 6,150 5,866 8,152 10,665 9,630 T.444 5,735 8,973 56.5

Tota! of IMF-supported

programs completed 10,991 13,000 12,892 16,285  |8,346 17,514 14215 12,294 16,59 349
No IMF-supported program
in 1990-93 3/ 2,853 3,143 3,097 3,382 2,97 3,305 3,282 3.017 3,213 6.5
Non-ESAF-eligible countrics 8,843 8,743 9,203 10,798 13,004 12,322 11,756 8.930 11,970 4.0
IMF-supported programs of
at [east onc year in 1990-93 4/ 217N 2,142 2,287 2,999 3,505 3,338 2,681 2,200 3.131 413
No IMF-supponed program
in 1990-93 5/ 6,673 6,601 6,917 1.79% 9,499 5,984 9.075 5,730 8,839 313
Unallocated 5,329 5,846 6,737 6,716 7,658 7917 7.443 5,804 7,433 il
Chins 863 1,215 1,497 1512 1,253 2,077 2,245 1,192 1,112 48.7
Total 6/ 28,878 31,947 32926 38,693 43,255 43,135 33,941 31,250 41,006 32

Memorandum items:
Low-income rescheduling
countries 3/ 5,988 7.139 6,980 8,782 B A 9,657 8,639 6,702 1,392 127
ESAF -cligible countries
wath no IMF suppotted
program, including China 3,715 4,357 4,595 4,894 4,250 5,382 5,527 4,208 4,985 18.4

Source: OECD, Geographical Distribution of Financial Flows to Aid Recipients.

1/ Defined as thosc annual arrangements undee the ESAF where (he mid-term review was completed before cnd-1993.

2/ Includes ESAF arrangements in 1990-93 where one mid-lerm review was completed by end-1993. Includes SAF arrangements of at feast
onc year in 199G 93. Includes SBA arrangements of sl least one yesr in 1990-93 where at least one-third of the total disbursements were made.
Docs not include STF programs and CCFFs. Includes Sierra Leone and Zambia with Rights Accumulation Progeams in 1996-93.

3/ Exciudes China, bt includes all ESAF-eligible countries that were not classified clsewhere.

4/ Includes SBAs of at least one year in 1990-93 where at least one-third of the total disbursements were made. Also, includes EFF
arrungements of at least one year. Does not include STF programs and CCFFs.

5/ Includes nll non-ESAF-cligible countrics not classified clsewhere.

6/ The total differs ltom totat bilateral ODA in Tables | and 2 beenuse forgiveness of non-ODA debt is included in 1990-92 and reviscd data
prescrtcd in Tabics [ and 2 is not yet availsble at the country level (the differences due to the latter reason arc not significant).

1/ Includes low-incame countries that rescheduled debt with the Paris Club in the period 1987-93 (see Table 14, column 1). These countrics
are: Angola, Benin, Bolivia, Burkina Faso, Cameroon, C.A.R., Chad, Cbte d'lvoire, Equatorial Guines, Ethiopia, the Gambix, Guinca,
Guinea-Bissay, Guynna, Honduras, Madsgascar, Malawi, Mati, Mayritania, Mozambique, Nicaragua, Niger, Sencgal, Sierra Lzone, Somalia,
Tanzanin, Togo, Uganda, Viet Nam, Zaire, and Zambia.



Box 5. Emergency Assistance

The rise in local conflicts and civil
disorder in recent years has led to a sharp
increase in emergency aid and peacekeeping
operations by many donors, which to a large
extent have been financed from aid budgets.
Emergency assistance and distress relief from
DAC donors exceeded 8 percent of total bilateral
aid in 1993, from under 3 percent until 1990. In
the wake of increasing budget constraints in
donor countries, this has put pressure on other
areas in aid budgets.

of the former Socialist Federal Republic of
Yugoslavia, many donors are putting more
emphasis on finding ways to prevent conflict
and deal with countries in, or emerging from,
conflict. There is a general view that
emergency assistance will continue to place
heavy demands on aid budgets, to the detriment
of more development-oriented aid. Donors
accept that emergency aid has to be
incorporated more effectively into aid budgets,
but the lessons and implications from recent

experience remain to be fully evaluated.
Following the recent needs for emergency
aid in Haiti, Rwanda, Somalia, and the countries

Donors' decisions on aid to individual recipients are influenced by
numerous, often conflicting, factors. While many donors have established
criteria to assess the recipient countries' policy performance, they retain
the flexibility to weigh the importance of any perceived shortcoming in
performance against factors such as the strategic importance of the country
or the ‘extent of historical, political, and economic ties.

The pressure on aid budgets and growing public concerns reported by
some donor countries about aid money being wasted have led donors to
intensify their efforts to improve the effectiveness of aid. 1/ Donors
have also responded to the criticism that aid does not reach those in need

1/ The DAC has established principles and orientations in several areas,
in particular: the Principles for Program Assistance; Principles for
Effective Aid; Disciplines on Tied Aid Credits; Orientations on
Participatory Development and Good Governance; and Orientations for
Development Cooperation in Support of Private Sector Development (see Box 2
on Direct Financing of the Private Sector in Section lI of "Bilateral and
Multilateral Aid Flows and Fund Supported Programs: Background Paper”
(SM/95/96, 5/5/95)).



at the grass-roots level by placing more emphasis on providing aid through
non-govermmental organizations (NGOs) that take a grass-roots approach. 1/

a. Poverty reduction

Donors reported that their increased focus on poverty reduction has
taken twe main forms: an increasing concentration on support for low-income
countries pursuing sound policies to encourage economic growth, particularly

employment growth; and support for projects and programs aimed at poverty
reduction.

The focus on poverty reduction at a time of hardening budget
constraints has led donors increasingly to concentrate aid on low-income
countries among the traditional aid recipients., Several donors have
narrowed the list of aid beneficiaries by graduating countries that have
achieved a higher income level and are benefitting from trade and private
capital inflows. 1In some cases, the demand for aid from these better
performing countries has been reduced, particularly as the private sector
has become involved in the provision of economic infrastructure. 2/

Among the low-income countries, donors are placing more emphasis on
supporting countries with a demonstrable commitment to sound macroeconomic
policies and market-based structural reforms, with an emphasis on
sustainable private sector development, in an attempt to ensure more
effective use of scarce resources. This stems from the almost universal
recognition of the key role of private-sector-led growth in creating jobs
and reducing poverty on a sustained basis.

Several bilateral donors are also placing more emphasis on direct
policies for poverty reduction within individual country programs.
Increasingly, donors are moving from traditional development projects (such
as infrastructure) to support for the social sector, recognizing the key
role of investment in human capital for poverty reduction. 3/ This change
in focus includes directing support to specific programs and projects
targeted at the poor (e.g., programs targeted at women in rural areas) and
supporting policies that have a wide impact on the poor (such as public
expenditure on health and education).

1/ For example, government support for NCOs was around 7-9 percent of
total ODA in Canada, the Netherlands, and Sweden and exceeded 18 percent of
total ODA in Switzerland in 1992/93. (See Box 1 on aid channelled through
NGOs in Section II of "Bilateral and Multilateral Aid Flows and Fund
Supported Programs: Background Paper" (SM/95/96, 5/5/95}).

2/ See the paper for the Development Committee on "The Financing of
Infrastructure in Developing Countries" (EB/CW/DC/95/1).

3/ The World Bank's World Development Report 1991 discussed the role of
investment In human capital in economic development.



b. Good governance

With the end of the Cold War, many donors have focused increasingly on
promoting a political and legal environment that is conducive to economic
prowth and widespread participation in the economic and political life of
recipient countries. In aid decisions, greater account--in varying degrees
across donors--is being taken of the recipient countries’' record on such
issues as human rights, progress toward democracy, good governance, and
participatory development. Several donors have established formal or
informal criteria for assessing political and economic aspects of
governance.

The implementation of donor policies has been nuanced. In cases where
governance has been poor, but the recipient country authorities have shown a
willingness to address the problems, donors generally have worked with
countries to strengthen performance. Often donor assistance has taken the
form of technical assistance, such as strengthening the legal framework and
building democratic institutions. In other cases where governance is judged
to be so poor as to preclude an effective relationship, some donors have
scaled down their assistance. This course of action is often coordinated
within the donor community in the context of local donor coordination,
consultative groups, or regional cooperation such as in the context of the
European Union.

ITI. Recent Developments in Export Credits

1. Summary

. Officially supported export credits represent a large share in the
external debt of developing countries and economies in transition. In 1992,
they accounted for more than 20 percent of the total external indebtedness
of these countries, and 37 percent of their indebtedness to official
creditors.

. There has been a sharp increase in total export credit exposure to
developing countries and economies in transition in recent years largely
reflecting new export credit commitments, especially to some large
low-income countries.

. The financial performance--measured by net cash flow--of most
export credit agencies has remained weak.

. In response, almost all agencies have taken steps to improve their
risk assessment procedures.

. A tightening of the rules governing the provisions of tied-aid or
"mixed" credits was agreed in August 1994 (the "Schaerer Package").



2. Total export credits 1/

Total export credit exposure to developing countries and economies in
transition increased from an estimated US$380 billion at end-1993 to around
US$420 billion at the end of 1994 (Chart 4). 2/ The increase in total
export credit exposure to developing countries and economies in transition
in recent years is attributable to some extent to an increase in agencies'’
exposure in the form of arrears and unrecovered claims (resulting from
payment of insurance claims by agencies, usually in the context of Paris
Club reschedulings). However, the most important source of increases in
exposure since 1992 has been an increase in new export credit commitments,
driven in part by more aggressive export promotion as well as a resurgence
of import demand by many developing countries.

Chart 5, which is based on Berne Union data, shows new commitments by
export credit agencies from 1988 to 1994, During this period, annual new
export credit commitments to developing countries and economies in
transition rose from US$24 billion in 1988 to US$60-70 billion in 1991-93,

1/ For a detailed description of the role of export credit agencies in
financing developing countries and economies in transition, and of the basic
features of official support for export credits, see "Officially Supported
Export Credits - Developments and Prospects" (SM/94/230, B/26/94). A
version of this paper was also published, under the same title, in March
1995 as part of the World Economic and Financial Surveys series. A glossary
of terms used in export credits is also contained in the published paper
{Appendix I). This section updates the information provided in the earlier
papers based on information from the International Union of Credit and
Investment Insurers (the Berme Union), the OECD, and individual export
credit agencies.

2/ While the trends reported here are clear, specific figures need to be
interpreted with caution. The problems that arise in discussing export
credit statistics are discussed in detail in SM/94/230, Annex II. Figures
supplied by the Berne Union for 1994 are on a wider basis than for earlier
years as they include data reported by some smaller export credit agencies.
The Berne Union also expanded its debtor country coverage by 19 countries in
1994; total export credit exposure to these countries amounted to
Us$9.2 billion, of which US$0.9 billion was in the form of short-term
commitments and US$0.5 billion was in the form of arrears and unrecovered
claims,
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and again te USS$90 billion in 1994. 1/ This overall increase in new
commitments masks substantial variations among countries. There was a
marked increase in new commitments to low-income countries. mostly to some
of the largest countries such as China, India and Indonesia, while some
other countries attracted little new finance. In particular, new
commitments to heavily indebted poor countries in 1994 remained low, 2/

3. Financial performance of export credit agencies

Despite the increase in export credit activity, the financial
performance of most export credit agencies has remained weak, as measured by
net cash flow, the indicator of financial performance most commonly used by
the agencies themselves. Throughout the late 1980s and early 1990s new
claims payments, which have been over US$10 billion in each year since 1990,
have exceeded premium income and recoveries by a wide margin. Chart & shows
the effect on agencies’ net cash flow of premium income, recoveries, and
claims in the period 1990 to 1994. (Claims in 1994 increased to over
UsS$14 billion, reflecting in part rescheduling agreements with Algeria and
the Russian Federation. This was offset by an increase in recoveries (in
part arising from refinancings for Iran) and in premia (arising mostly from
higher new commitments) so that the combined cash-flow deficit of export
credit agencies in 1994 was US$95.5 billion, down from US$6.2 billion in
1893,

In response to continued deficits, almost all agencies have in recent
vears taken steps to improve their risk assessment procedures. All agencies
have now moved towards more realistic pricing of political risk. This has
been reflected in a steady rise in premium income over the last several
years, Agencies have also developed a set of criteria for country-risk
assessments, in many cases relying heavily on quantitative indicators,
Agencies reported that they attach most weight to payments and economic
performance, including performance under Fund arrangements. Agencies also

l/ These figures do not include the intra-OECD commitments by export
credit agencies, which in 1994 were three times commitments to developing
countries., Berne Union members’' total commitments in 1994 were
U55376 billion, an increase of 9.1 percent over the 1993 level. In
discussing export credit activity, a distinction needs to be made between
commitments and disbursements. Berne Union data focuses on commitments, but
the disbursements of insured credits arising from these commitments often

occur months or years later. Similarly, the Berne Union does not collect
information on repayments of insured credits, except in cases where these
have resulted in claims. For these reasons, it is not possible from the

Berne Union figures to get a clear picture of net flows in any given vear.
2/ While precise data 1s not available, of the US$90 billion new

commi tments in 1994, only about US$]l billion are reported by agencies to

have been to heavily indebred poor countries.
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Chart 6. Export Credit Agencies: Premium Income, Recoveries, Claims

and Net Cash Flow, 1990-94 1/
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1/ The figures for 1993 and 1994 are for all Berne Union members. The figures for earlier years cover

Berne Union members.
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international reserves in assessing risk, and attach increasing importance
to the policies of the borrowing country government toward the private
sector, a liberal trade and payments system. and the development of a sound

and well-functioning banking system.

4, New commitments and cover policy for specific countries

The increased focus on risk assessment and the preference for
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receqt years, Chart 7 shows new export credit commitments in the period
1992 to 1994 to a number of major borrowers. The rise in new commitments to
China is particularly striking. By end-December 1994, export credit
expesure to China had risen to US$37 billion, almost twice the level of
commitments at the end of 1992. New commitments in 1994 alone amounted to
almost US$17 billion. Competition is intense among agencies for business in
China, resulting in the continued subsidization cf exports in the form of
tied-aid credits. 1/ Slmllarly, there has been a continued increase in new

commitments to Indone

c1a which 1c alens a maior reecinient nF tied- L‘l‘!r]
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credits. Hong Kong and Saudi Arabia, which are generally regarded as low-
risk markets by export credit agencies, have also been major recipients of
new export credits, In the case of Hong Kong, most of the new commitments
were for short-term credits, so that exposure, which had doubled between
1991 and 1993, remained breadly unchanged, In the case of Saudi Arabia, the
new commitments were a mixture of short-term and medium- and long-term
credits, and export credit agencies’ exposure rose from US$4 3/4 billion at
end-1993 to almost USS7 billion at end-1994,

New commitments to India and Turkey also rose in 1994, reflecting
agencies’ perceptions of the effects of these countries' adjustment and
reform efforts. New commitments to Mexico and Algeria also remained
substantial, with cover policy for both countries being broadly unchanged in
1994, although agencies are cautious over Mexico given the developments in
early 1995, particularly on commercial risks, and continue to be concerned
about political developments in Algeria. Venezuela experienced a drop in
new commitments, reflecting a deteriorating pelicy environment and the
accumulation of payments arrears; most agencies are now off cover for

rs; most agencies
Venezuela.

Most agencies describe their cover poliecy for the Russian Federation as
restrictive, and agencies stressed that they continue to attach considerable
importance to the negative pledge clause waiver approved by the World Bank,

1/ Tied-aid credits are discussed in wore detail in section 5 below.
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Chart 7. New Export Credit Commitments in Selected
Major Markets, 1992-94

(In_billions of U.S. dollars)
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Sources: Berne Union; and IMF staff estimates.

Note: Total export credit exposure (commitments, arrears and unrecovered claims) in selected major markets in 1994 (in U.S,
dollar billions):

China 36.8
Hong Kong 10.8
Indonesia 24.4
Russia 16.6
Saudi Arabia 6.9
India 13.5
Mexico 18.7
Turkey 15.4
Algeria 25.3

Venezuela 8.8



which permits them to securitize their lending. 1/ Nevertheless, new
commitments increased significantly in 1994, much of which is

attributable to a single large project, a US$1.9 billion contract insured by
Italy (SACE) for the supply of machinery to Gazprom. Repayment is to be
made through an escrow account, with the. additional security that the extra
supplies of gas engendered by the new equipment will be exported to Italy.
However, apart from this project, recourse by agencies to securitized
lending to the countries for which the World Bank has waived its negative
pledge clause remained limited in 1994, mostly because of a reluctance on
the part of debtor country govermments to participate in securitized
borrowings. 2/ More generally, and with. few exceptions, cover policy for
the Baltic countries and the other countries of the former Soviet Union
(excluding Russia) has remained very restrictive, and the volume of new
commitments has been small,

5. Institutional apnd policy changes

In August 1994, Participants in the Arrangement on Guidelines for
Officially Supported Export Credits (the OECD Consensus) agreed
modifications in the Consensus designed to tighten the rules governing
provision of tied-aid or "mixed" credits beyond the restrictions agreed in
the "Helsinki Package™ in 1992. 3/ The use of such credits has been a
source of concern, because of its scope for distorting competition and
trade, and because the use of aid resources as an instrument of export
competition diverts resources from the poorest countries which generally do
not receive export credits.

The package agreed in 1994 (the "Schaerer Package") contained a number
of measures designed to tighten and simplify the implementation of the

1/ The World Bank’s negative pledge clause policy is described in detail
in Appendix II, Box 3 and in the World Economic and Financial Surveys March
1995 paper on export credits (Box 6, page 21). In March and November 1993,
the World Bank. adopted changes in its general negative pledge clause policy
to provide for country-specific waivers under certain conditions. Eligible
countries are granted a waiver for an initial period of two years. To date,
only Kazakhstan, Russia, and Uzbekistan have sought and been granted waivers
under this policy.

2/ See also the World Economic and Financial Surveys paper on export
credits (page 23). o

3/ A detailed description of the operation of the OECD Consensus is
contained in "Officially Supported Export Credits - Recent Developments and
Prospects”, World Economic and Financial Surveys, March 1995, Annex TII,
Export subsidies in the form of "mixed" or "tied-aid" credits are a powerful
and often-used instrument of competition in loans to certain countries
considered good risks. These credits generally involve projects funded in
part by export credits and in part by tied-aid resources, which are used
either as a grant or applied toward reducing interest rates on the export
credit,
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earlier agreement, including restrictions on "grandfathering" of credits
already in the pipeline when changes are made, the abolition of the
subsidized SDR interest rate on export credits, and a tightening of the
definition of concessionality in the calculation of tied-aid credits. The
agreement also set in motion new work on areas not so far covered by the
Consensus, including export credits for agricultural products and the
setting of premia and related conditions.

The increased emphasis of export credit agencies on providing cover for
exports to the private sector in developing countries continued in 1994, and
in some countries some agencles have reversed their usual practice of
charging higher premia for private sector buyers than for public sector
buyers.

In cofinancing between export credit agencies and multilateral
institutions, the World Bank remains by far the most important partner for
agencies. However, the level of cofinancing with the World Bank has
continued to be less than desired by agencies. A new scheme for cofinancing
with the European Bank for Reconstruction and Development (EBRD) was put in
place in 1994, but projects supported under the scheme have so far been
limited.

There were also changes in the prganigation of export credit agencies
themselves. COFACE, the French export credit agency, was privatized in
1994, by the sale of its publicly-owned shareholders 1/ to the private
sector. The government of Japan announced plans to merge the Export-Import
Bank of Japan and the Overseas Economic Cooperation Fund (OECF) in 1999.

IV. Finanecing from Multjlateral Institutions 2/

1. Summary

This chapter describes recent developments in multilateral financing
and debt of develcping countries and updates last year’s report. 3/ The
chapter focusses in particular on multilateral debt of the heavily indebted

1/ The financial institutions which hold a majority of shares in COFACE
were themselves privatized.

2/ 1In line with the definition used in the World Bank Debtor Reporting
System (DRS), multilateral lending in this chapter refers to lending by
international organizations, including the World Bank, regional development
banks, and other multilateral and intergovernmental agencies. Lending by
the IMF is also included. Lending by funds administered by an international
organization on behalf of a single donor governmment is excluded.

3/ See Chapter IV of "Qfficial Financing for Developing Countries”
(SM/94/237, 9/1/94).



poor countries, in the light of the papers and Board discussion earlier this
year. 1/2/ The main points are:

. In 1994, multilateral institutions continued to provide large
amounts of gross financing and net transfers for developing countries as a
whele and in particular for the heavily indebted poor countries.

. Actual debt service to multilaterals has not increased
substantially in the 1990s owing to an increasing share of concessional
financing by multilaterals.

. The grant element of multilateral concessional lending averaged
about 60 percent in 1993 (the latest year for which full data are
available), but with considerable variation among major institutions.

. Concessional debt accounted for 36 percent of developing country
debt to multilateral institutions at the end of 1994, and for about
70 percent for the heavily indebted poor countries.

2. Multilateral lending 3/

The level of both gross and nmet multilateral lending to all developing
countries 4/ in 1994, at around US$37 billion and US514 billion,
respectively, was broadly unchanged from the four previous years (Table 6).
The regiconal pattern of these disbursements, however, has varied
considerably over this period. There was a notable increase In 1994 of
around US$1 billion in gross and net disbursements both to Sub-S$Saharan
Africa (reflecting multilateral support after the devaluation of the
CFA franc) and to North Africa and the Middle East., By contrast, gross

1/ See "Issues and Developments in Multilateral Debt and Financing for
the Heavily Indebted Poor Countries - Preliminary Considerations" (SM/95/29,
2/7/95): "Multilateral Debt of the Heavily Indebted Poor Countries"
(SM/95/30, 2/9/95); "Issues and Developments in Multilateral Debt and
Financing for the Heavily Indebted Poor Countries - Further Consideration”
(SM/95/61, 3/31/95); BUFF/95/18 (3/1/95); and BUFF/95/33 (4/18/95; Cor.
4/20/93) .

2/ A group of 41 countries, composed of the 32 countries classified by
the World Bank as severely indebted low-income countries (SILICs), seven
rescheduling countries that have received concessicnal treatment from the
Paris Club and two IDA-only countries (see Table 7).

3/ The statistical information used in the following sections is derived
mostly from the World Bank DRS supplemented by IMF staff estimates. The
data for 1994 are provisional estimates. There have been substantial
revisions to the data--particularly for 1993--since last year’'s report which
are reflected in the attached tables.

4/ A group of 137 countries reporting to the World Bank DRS., The data is
not consistent with that derived from OECD (DAC) sources used in Chapter II
(see Box 1).



Table 6. Gross and Net Disbursements from Multilateral Institutions by Region and Income, 1980-94 1/

{In_millions of U.S. dollars)

Annual average Prov.
1980-84 1985-89 1990 1991 1992 1993 1994
All countries 2/ Gross 21,742 25,996 36,364 39,110 35,614 37,110 37,478
Net 16,806 9,102 15,368 17,689 13,834 15,234 13,697
By repion
Sub-Saharan Africa Gross 3,390 4,297 5,339 5,240 5,347 4,022 5,896
Net 2,711 2,328 3,078 3,079 3,391 2,962 3,643
North Africa and the Middle East Gross 1,257 2,249 2,343 3,412 2,961 2,531 3,726
Net 864 1,043 616 1,438 893 427 1,493
Asia Gross 7,402 8,382 11,322 12,683 11,772 11,424 11,711
Net 6,062 3,197 5,180 7,152 6,362 6,035 4,317
Western Hemisphere Gross 6,640 8,537 13,814 92,896 9,160 11,537 8,769
Net 4,929 3,089 5,399 609 -606 1,425 252
Other Gross 3,053 2,531 3,545 7,879 6,372 6,696 7,376
Net 2,995 1,354 1,035 2,087 1,754 2,976 1,197
By debt-servicing record
Non-rescheduling countries Gross 8,653 11,010 16,602 19,576 16,694 16,026 16,205
Net 7,017 4,500 8,828 12,028 9,063 8,441 6,290
Rescheduling countries 3/ Gross 13,090 14,986 19,762 19,534 18,919 21,084 21,273
Net 9,790 4,603 6,540 5,660 4,711 6,793 7,407
Of which: Low-income 4/ Gross 2,672 2,899 3,872 3,813 3,873 3,188 4,264
Net 2,103 1,574 2,144 2,170 2,580 1,861 2,715
Memorandum item:
Heavily indebted poor countries 3/ Gross 3,646 4,490 5,811 5,587 5,444 4,916 6,132
Net 2,908 2,486 3,285 3,192 3,380 2,682 3,668

Source: World Bank Debtor Reporting System (DRS).

1/ Medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ A group of 137 countries reporting to the DRS.
3/ A group of 65 countries that have obtained Paris Club reschedulings as of July 31, 1995 (including agreements of the Russian Federation and Turkey with official

hilateral creditors).

4/ A group of 31 rescheduling countries that have received concessional treatment from the Paris Club and have not graduated from rescheduling (see Table 14). This
group excludes Uganda and Viet Nam but includes Cambodia and Haiti (both of which are not heavily indebted poor countries).

5/ A group of 41 countries (see Table 7).

_.82_.
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disbursements to Western Hemisphere countries recorded a sharp decrease in
1994 of US$3 billion (net disbursements fell by US$1l billion), and while
gross disbursements to Asia and other countries increased slightly, net
disbursements fell by almost US$2 billion to each region.

Both gross and net disbursements to heavily indebted poor countries
rose by around US$1 billion in 1994, after declines in 1993, 1/ to reach
record levels of over US$6 billion and US$3%: billion, respectively. 2/3/

All of the heavily indebted poor countries continued to receive positive net
disbursements from multilaterals in 1994 (Table 7), except for countries not
undertaking adjustment policies (Liberia, Myanmar, Somalia, and Zaire).

3. Multilateral debt

The share of multilateral debt in the total debt of developing
countries 4/ has stabilized at around 23 percent during the first half of
the 1990s after a continued rise In the share during the 1980s (Chart 8 and
Table 8). 5/ The share of multilateral debt in the total debt of the
heavily indebted poor countries, after declining somewhat in the second half
of the 1980s, has risen by 5 percentage points over the past five years, and
reached 31 percent at end-1994, &/

For all developing countries, the share of concessional debt in total
multilateral debt has risen by 7 percentage points over the last decade.
This development was even stronger for the heavily indebted poor countries,
where the share of concessional debt in total multilateral debt has
increased by 21 percentage peoints over the past decade to reach 70 percent
at end-1994 (Table 9). 17/

In recent years, the IMF has provided increasing financial support for
low-income countries in the form of loans under the SAF and the ESAF. As a
consequence, loans outstanding under these facilities at end-1994 reached a

1/ Countries which registered notable declines in net disbursements in
1993 include Bolivia, Cameroon, Chad, Céte d'Ivoire, Honduras, Nicaragua,
Senegal, Tanzania, and Uganda (Table 7}.

2/ A similar pattern occurred for the group of low-income rescheduling
countries, most of which are included in the group of heavily indebted poor
countries.

3/ In addition to large rises in net disbursements in 1994 to Cameroon
and Cote d'Ivoire, there were also significant rises to Uganda, Viet Nam,
and Zambia (Table 7).

4/ Medium- and long-term public and publicly guaranteed debt.

5/ Based on DRS data, which does not fully cover Russian claims on
developing countries. TIf DRS data on such claims are replaced by Russian
creditor data, the share of multilateral debt in total debt would be
2 percentage points lower. See Appendix II, Chapter II.

6/ A similar pattern occurred for the low-income rescheduling countries.

7/ Similarly, for the low-income rescheduling countries.
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Table 7. Heavily Indebted Poor Countries: Net Dishursements
from Multilateral Institutions, 1980-94 1/

Annual average Prov. Annual average  Prov.

1980-84  1985-89 1990 1991 1992 1993 1994 1980-84 1985-80 1994

(In_millions of U.S. dollars) (In percent of exports

of goods & services)

Angola 1 7 1 35 17 11 20 - 0.3 0.7
Benin 26 39 71 81 59 76 61 8.3 8.5 9.4
Bolivia 96 147 13 103 176 88 111 9.8 19.8 11.8
Burkina Faso 28 41 31 85 97 120 133 3.9 10.4 18.1
Burundi 32 68 52 60 87 55 69 31.9 535 4938
Cameroon 56 76 130 105 3 -83 177 2.6 33 7.1
Central African Republic 20 40 91 38 27 29 61 11.3 226 292
Chad 4 29 74 64 127 51 72 38 15.1 306
Congo i9 35 -21 -3 2 - 82 33 3.7 7.8
Céte d’Ivoire 305 15 307 160 63 -136 324 10.6 0.4 7.4
Equatorial Guinea 6 8 -1 11 12 17 10 1.7 17.1 12.2
Ethiopia 52 72 97 103 187 375 178 8.6 8.7 125
Ghana 134 189 190 295 135 205 79 233 22.7 4.1
Guinea 24 59 54 144 142 216 201 4.5 9.0 253
Guinea-Bissau 15 25 29 38 21 15 19 64.1 105.9 18.2
Guyana 46 19 77 91 47 47 19 143 7.7 4.9
Honduras 130 25 47 59 252 158 103 15.2 2.6 2.0
Kenya 203 96 208 86 -55 86 90 11.2 53 3.0
Lac P.D.R. 9 22 75 53 60 82 78 19.0 28.2
Liberia 74 16 -2 -13 - -12 -10 14.3 34 -19
Madagascar 87 108 78 128 35 61 61 21.1 25.7 8.6
Mali 59 60 109 94 89 55 73 23.1 16.0 10.1
Mauritania 52 38 43 5 72 55 60 16.5 8.0 11.2
Mozambique 3 55 101 121 217 155 198 1.2 22.8 330.0
Myanmar 80 51 51 22 2 1 =17 17.1 13.5
Nicaragua 52 14 7 24 130 K x] 12 9.9 4.9 6.9
Niger 42 64 57 7 9 17 48 9.2 16.6 155
Nigeria 118 285 295 210 215 185 107 0.9 3.3 0.9
Rwanda 24 50 31 78 56 37 16 15.2 279 148
Sao Tomé & Principe 3 7 14 41 19 12 14 229 65.9
Senegal 118 109 50 63 166 67 90 11.9 9.2 59
Sierra Leone 21 6 -5 -3 20 51 63 12.0 4.0 33.1
Somalia 80 54 40 13 - - - 36.4 50.1 -
Sudan 230 95 169 116 94 91 95 20.8 88 146
Tanzania 95 90 286 191 325 138 121 15.8 168 13.7
Togo 42 35 32 35 31 - 18 8.5 6.8 39
Uganda 121 72 248 182 226 147 2 35.4 2.1 427
Viet Nam 12 -- -3 4 1 -37 230
Yemen, Republic of 34 52 14 11 43 48 72 6.0 4.9 4.3
Zaire 145 139 42 206 59 53 -14 7.6 66 -1.0
Zambia 139 74 42 50 113 111 302 12.1 7.8 259
Total 2,908 2,486 3,285 3,192 3,380 2,682 13,668 6.8 6.6 7.9

Source; Workld Bank Debtor Reporting System (DRS).

1/ Medium- and tong-term public and publicly guaranteed debt; including o the IMF.
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Chart 8. Developing Countries: Public External Debt by Creditor,

(In bhillions of U.S. dullars)
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World Bank Debtor Reporting System (DRS): and IMF staff estimates.
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Table 8. Developing Countries: Public External Debt by Creditors, 1980-94 1/

(In_billions of U.S. dollars; and in percent)

Annual
average Prov.
1980-84 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
All countries 2/
Total public external debt 503 756 874 1,008 1,012 1,036 1,104 1,152 1,171 1,246 1,331
Of which (in percent):
Multitateral 18.2 19.6 20.5 21.3 20.5 20.6 22.1 23.0 23.2 23.3 23.2
Official bilateral 27.0 26.1 26.6 217 29.4 309 32.2 33.6 33.8 34.2 34.7
Private 54.7 54.3 528 51.0 50.1 48.5 45.7 43.4 43.0 42.5 42.1
Low-income rescheduling countries 3/
Total public external debt 45 64 75 89 20 94 105 108 109 110 117
Of which (in percent):
Multilateral 28.3 28.6 29.0 29.9 304 304 30.9 32.4 333 345 36.2
Official bilateral 44.0 48.3 49.7 50.7 51.7 52.8 537 52.6 52.7 52.1 51.5
Private 27.7 23.1 213 19.4 17.9 16.8 154 5.0 14.0 13.4 12.3
Heavily indebted poor countries 4/
Total public external debt 65 93 113 141 158 167 186 190 188 191 200
Of which (in percent):
Multilateral 26.4 27.8 275 271 24.7 24.7 25.5 26.9 28.0 29.1 305
Official bilateral 39.4 41.3 46.0 45.6 50.7 52.9 54.3 54.4 55.6 54.8 54.7
Private 342 30.9 26.4 27.2 24.5 224 20.1 18.8 16.4 16.0 14.9
Sources: World Bank Debtor Reporting System (DRS); and IMF staff estimates.
1/ Medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ A group of 137 countries reporting to the DRS.
3/ A group of 31 rescheduling countries that have received concessional treatment from the Paris Club and have not graduated from rescheduling (see Table 14). This

group excludes Uganda and Viet Nam but includes Cambodia and Haiti (both of which are not heavily indebted poor countries).
4/ A group of 41 countries (see Table 7).
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Table 9. Multilateral Debt on Concessional Terms, 1980-94 1/

Annual
average Prov.
1980-84 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
(In_millions of U.S. dollars)
Total multilateral debt
All countries 2/ 92 581 148,001 179,312 214,715 207,713 213,620 244,037 264,874 271,930 290,579 309,200
Low-income rescheduling countries 3/ 12,962 18,252 21.810 26,705 27,290 28,475 32,454 34,929 36,334 38,125 42,297
Heavily indebted poor countries 4/ 17,274 25,759 31,i65 38,279 39,091 41,310 47,513 51,151 52,787 55,508 60,816
Of which:
Mutltilateral concessional debt
All countries 2/ 30,804 42,394 48,201 56,758 60,326 66,065 75,494 83,909 89,784 97,338 110,086
Low-income rescheduling countries 3/ 6,480 9,206 11,075 13,904 15,162 16,808 19,936 22,403 24,129 26,219 29,961
Heavily indebted poor countries 4/ 8,671 12,552 15,196 19,083 21,087 23,909 28,820 32,544 34,803 37,753 42,450
{In percent of total multilateral)
Multlateral concessional debt
All countries 2/ 34.1 28.6 26.9 26.4 29.0 30.9 30.9 31.7 33.0 33.5 35.6
Low-income rescheduling countries 3/ 50.1 50.4 50.8 52.1 55.6 59.0 61.4 64.1 66.4 68.8 70.8
Heavily indebted poor countries 4/ 50.4 48.9 48.8 49.9 53.9 57.9 60.7 63.6 65.9 68.0 69.8
(In_millions of U.S. dollars)
Memorandum items:
SAF/ESAF 5!
All countries 2/ 3,153 2,691 2,445 2,635 2,382 3,067 3,659 4,725 5,258 5,443 6,788
Low-income rescheduling countries 3/ 773 620 619 824 844 1,110 1,402 1,659 1,879 1,963 2,590
Heavily indebted poor countries 4/ 1,065 B66 841 1,108 1,273 1,843 2,474 3,055 3,299 3,336 4,130

a3

Sources: World Bank Debtor Reporting System (DRS); and IMF staff estimates.

1/ Medium- and long-term public and publicly guaranteed debt; including to the IMF.

2/ A group of 137 countries reporting to the DRS.

3/ A group of 31 rescheduling countries that have received concessional treatment from the Paris Club and have not graduated from rescheduling (see Table 14). This
group excludes Uganda and Viet Nam but includes Cambodia and Haiti (both of which are not heavily indebted poor countries).

4/ A group of 4! countries {see Table 7).

5/ Includes Trust Fund.



record high of US$7 billien, reflecting net disbursements in 1994 of over
UsS1 billiion (Table 93, 1/

4. Multilateral debt service

Notwithstanding the build-up of multilateral debt, multilateral debt
service has remained breadly unchanged over the last decade in relation to
exports of goods and services, and indeed multilateral debt-service ratios
have declined by 1-1% percentage points from the peaks of the mid-1980s
(Chart 2, Table 10). Over the last 5 years, the multilateral debt-service
ratio has remained at around 4 percent for all developing countries,

9% percent for low-income rescheduling countries and 8% percent for heavily
indebred poor countries. The broadly stable level of debt service results
from the centinued shift by multilaterals toward concessional lending, as
described in section 3 above.

5, Creditor composition of multilateral debt

The Werld Bank is the largest multilateral creditor; its share in total
multilateral debt of developing countries has remained at about 56 percent
ever recent years, with an increasing relative share of IDA debt (Table 11).
The three main regional development banks together have accounted for about
20 percent of total multilateral debt, the IMF for some l4 percent, and
European institutions and other smaller organizations for the remainder.

For heavily indebted poor countries, the share of the World Bank in
total multilateral debt increased from 47 percent in 1985 to 56 percent in
1994 reflecting the increasing move toward concessional lending to these
countries, the share of IDA debt increased from 26 percent in 1985 to
44 percent in 1994, while the share of TBRD debt fell from 21 percent to
12 percent (Table 17). A continuous growth in both nonconcessional and
concessional lending by the three main regional development banks resulted
in a doubling of their share between 1985 and 1994, when they accounted for
over Z0 percent of these countries’ multilateral debt. Much slower growth
in lending by the TMF and other multilateral institutions was reflected in a
halving of their share to 22 percent in 1994. For the IMF, this partly
reflected the revelving nature of IMF resources and the IMF's monetary
character.

For concessional multilateral lending, IDA continued to be the largest
soutrce, accounting for nearly two-thirds of such loans at end-199%4
(Table 13). The three main regional development banks remained the next
lurpest source (about one-fourth of the total). The IMF held about
& percent of concessional loans, and the remainder was shared by the
European institutions, and other smaller institutions.

1/ lLoan dishursements under the SAF/ESAF reached US$1.73 billion in 1994
compared with USS0. 4 billion in 1993, Nearly twice the number of countries
received concessional lending from the IMF in 1994 as in 1993,
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Chart 9. Developing Countries: Debt-Service Payments
on Multilateral Debt, 1985-94 1/

(In percent of exports of goods and services)
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1/ The estimates for 1994 are proviswonal,



Table 10. Multilateral Debt Service, 1980-94 1/

Annual -
average : . Prov.
1980-84 1985 1986 1987 1988 1989 1950 1991 1992 1993 1994
‘(In millions of U.§. dollars)
Multlateral debt service -
All countries 2/ 9,808 17,232 24,872 31,590 34,365 31,45§ L 34,494 36',1457 + 36,867 37,432 39,315
N o ’ - it D -
Low-income rescheduling countries 3/ 1,592 1,592 2,281 2,073 2,272 2,256 2,718 2,957 ° 2,237 2,239 2,549
Heavily indebted poor countries 4/ 1,414 2,247 3,237 3,365 3,741 3,601 4,066 4,321 3,558 3,697 4,046
n percent of exports of goods and services)}
Multilateral debt-service ratio
All countries 2/ 1.8 3.2 4.8 5.2 5.1 4.3 4.2 4.1 4.1 4.0 3.9
Low-income rescheduling countries 3/ 7.3 7.3 10.4 9.2 9.7 9.1 10.3 11.8 8.9 9.5 9.5
Heavily indebted poor countries 4/ 34 5.6 9.5 9.5 10.3 8.5 8.3 9.1 7.4 8.0 8.7
Memorandum items: (In_percent of exports of goods and services)
Multilateral debt
All countries 2/ 17.2 27.2 343 35.3 30.7 28.9 29.4 30.1 30.0 30.7 30.7
Low-income rescheduling countries 3/ 59.9 33.3 99.3 118.2 116.2 1153 123.2 139.0 143.8 162.4 1579
Heavily indebted poor countries 4/ 41.3 64.0 91.0 107.6 107.4 97.3 97.4 107.6 110.2 119.7 131.0

Sources: World Bank Debtor Reporting System (DRS); and IMF staff estimates.

1/ Medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ A group of 137 countries reporting to the DRS.
3/ A group of 31 rescheduling countries that have received concessional treatment from the Paris Club and have not graduated from rescheduling (see Table 14). This
group excludes Uganda and Viet Nam but includes Cambodia and Haiti (both of which are not heavily indebted poor countries),

4/ A group of 41 countries (see Table 7).
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Table 11. Multilateral Debt by Institution, 1980-94

Annual averape Prov.
1980-84 1985-89 1990 1991 1992 1993 1994
(In billicns of U.S. dollars)

World Bank 47.0 107.6 141.0 150.1-‘ 151.7 161.3 174.8
IBRD 307 753 95.9 100.3 98.1 103.0 108.6
DA 16.3 32.2 45.1 49.8 53.6 58.3 66.1

Regional Development Banks )/ 11.9 28.3 45.3 513 55.7 62.1 68.3
AIDB/AIDF 1.0 4.0 8.1 10.1 . 11.6 13.1 14.9
AsDB 3.7 7.9 15.5 18.4 1200 22.9 26.4
DB 7.2 16.4 21.7 ‘22,90 ¢ 24,1 ©26.1 27.1

European Institutions 2/ 2.6 6.7 11.1 13.5 14.1 15.2 14.8

Others 6.1 11.5 12.0 11.9 12.2 13.0 8.4

IMF 24.9 38.6 347 33.1 383 38.9 42.9
Total 92.6 192.7 244.0 264.9 271.9 290.6  309.2

{(In_percent of total)

World Bank 50.8 55.8 57.8 56.7 55.8 55.5 56.5
IBRD 332 39.1 393 379 36.1 35.4 35.1
1DA 17.6 16.7 18.5 18.8 19.7 20.1 21.4

Regional Development Banks 1/ 12.8 14.7 i8.6 19.4 20.5 214 22.1
AfDB 1.1 2.1 33 338 4.3 4.5 4.8
AsDB 4,0 4.1 6.4 6.9 7.4 7.9 8.5
IDB 7.7 8.5 8.9 3.6 8.9 9.0 8.8

European Institutions 2/ 2.8 35 4.6 5.1 5.2 5.2 4.3

Others 6.6 6.0 4.9 4.5 4.5 4.5 2.7

IMF 26.9 20.1 14.2 14.4 14.1 13.4 13.9
Total 100.0 100.0 100.0 100.0 100.0 160.¢ 100.0

Sources: World Bank Debtor Reporting System (DRS): and IMF staff estimates.

1/ Including development funds and other associated concessional facilities.

2/ Council of Europe, European Development Fund, European Economic Community, and European Investment Bank.

n



Table 12. Heavily Indebted Poor Countries: Structure of Multilateral Debt, 1985-94

Shares in total multilateral debt outstanding

Mululateral Total Other
debt concessional World Bank Regional development banks multilaterals IMF
outstanding IBRD IDA Nonconcess, Concessional Of which:
1985 1994 1985 1994 1985 (994 1985 1994 1985 1994 1985 1994 1985 1994 1985 1994 conces-
Prov. Prov. Prov. Prov. Prov. Prov. Prov. Total Total sionall/
(US$ millions) {In percent of total multilateral debt outstanding)

Angola 28 139 12 73 - - -- 36 10 37 2 23 88 4 - - -
Benin 241 823 89 97 - - 52 56 4 -- 14 23 25 12 5 9

Bolivia 806 2,377 51 63 26 5 12 27 11 30 33 26 ] - 10 11 11
Burkina Faso 282 992 91 94 -- - 53 52 1 2 il 19 32 22 4 5 5
Burundi 261 920 88 96 - - 53 60 10 3 15 20 16 10 6 6 6
Cameroon 708 1,770 50 28 41 39 32 23 6 18 - 2 18 15 4 2 -
Central African Republic 163 630 76 95 - - 39 60 3 1 22 25 12 3 24 7 4
Chad 101 654 90 84 - - 39 51 - -- 26 27 23 16 12 7 4
Congo 342 649 38 26 17 18 19 27 15 37 1 2 48 14 3 3 -
Cote d’'lvoire 1,872 1,859 10 18 52 44 - 15 2 22 - 1 10 10 36 9 5
Equatorial Guinea 27 124 49 97 - - 12 40 22 4 9 26 10 14 47 16 16
Ethiopia 673 2,067 86 93 7 - 65 67 2 6 10 22 5 - 11 3 3
Ghana 1,227 3,248 36 91 i0 2 21 64 2 6 3 5 7 1 57 22 18
Guinea 288 1,347 76 21 19 - 40 57 6 10 3 15 21 12 11 5 5
Guinea-Bissau 101 447 86 98 - - 44 44 8 2 19 22 26 31 3 1 1
Guyana 360 810 49 79 18 5 8 22 7 11 23 20 19 20 25 22 16
Honduras 1,193 2,181 40 46 3! 21 7 14 12 15 26 28 13 17 12 5 1
Kenya 1,843 3,120 k3| 32 41 16 22 57 1 5 1 4 7 5 28 13 13
Lac P.D.R. 76 572 97 98 - - 35 44 - - 35 44 14 4 16 2 8
Liberia 550 720 27 28 18 21 14 15 11 8 3 3 8 7 46 46 5
Madagascar 660 1,628 7 98 4 1 48 63 1 4 6 13 14 15 28 5 5
Mali 498 1,320 82 98 - - 45 58 2 - 14 23 20 10 20 8 8
Mauritania 376 891 60 87 14 1 17 34 3 9 6 14 50 32 11 10 10
Mozambique 771,202 49 9] - - 7 59 42 5 34 17 17 1 - 18 18
Myanmar 811 1,337 a1 100 -- -- 51 58 1 - 30 41 4 - 14 - -
Nicaragua 742 1,254 48 49 22 6 8 20 3 11 31 32 37 27 - 4 2
Niger 352 875 67 94 - - 42 65 5 - 10 11 211 17 22 7 5
Nigenia 1,431 4,436 8 11 95 61 2 4 - 28 - 1 3 5 - - -
Rwanda 242 713 99 100 - - 63 67 1 - 18 24 15 7 4 2 2
Sido Tomé & Principe 22 158 100 98 - - - 30 - - 38 48 62 22 - 1 1
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Table 12 (concluded). Heavily Indebted Poor Countries: Structure of Multilateral Debt, 1985-94

Shares in total multilateral debt outstanding

Multlateral Total Other
debt concessional World Bank Regional development banks multilaterals IME
outstanding IBRD IDA Nonconcess, Concessional Of which:
1985 1994 1985 1994 1985 1994 1985 1994 1985 1994 1985 1994 1985 1994 1985 1994 conces-
Prov. Prov. Prov. Prov. Prov. Prov. Prov. Total Total sionall/
(US$ millions) (In percent of total multilateral debt cutstanding)
Senegal 848 2,044 52 85 1t 2 27 49 5 10 2 9 24 15 32 15 12
Sierra Leone 225 484 58 26 4 1 26 38 3 - 6 14 16 16 45 30 30
Somalia 564 914 73 83 - - 33 46 1 1 6 12 33 23 27 18 2
Sudan 1,700 3,038 55 65 3 - 30 41 - 2 1 8 22 17 43 32 3
Tanzania 1,107 2,746 73 96 24 4 51 73 3 1 4 10 12 4 5 8 8
Togo 369 732 69 99 7 - 44 70 4 - 8 10 17 8 20 11 11
Uganda 799 2,347 49 97 5 - 36 68 9 1 1 8 12 5 38 16 16
Viet Nam 165 481 81 41 - - 33 35 - - -- 6 8 1 59 59 18
Yemen, Republic of 694 1,184 9] 99 - - 50 66 - - - - 50 34 - - -
Zaire 1,410 2,717 41 67 3 3 26 48 4 19 1 8 8 4 57 18 B
Zambia 1,523 2,865 18 52 24 7 7 36 3 7 1 5 12 16 53 28 -
Total (US$ million) 25,759 60,816 12,592 42,450 5,510 7,137 6,688 26,613 966 5,991 1,912 7,490 4,035 6,279 6,048 7,306 4,130
Share of total debt (Percent) 49 70 21 12 26 44 4 10 7 12 16 10 26 12 7

Sources: World Bank Debtor Reporting System (DRS); and IMF staff estimates.

1/ SAF/ESAF including Trust Fund.
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Table 13. Composition and Average Terms of Multilateral Debt by Major Institution, 1985-94 1/2/

Debt outstanding

Average terms of new commitments in 1993

Amount Share of total Grant element using
1994 1985 1994 discount rate of 3/
Prov. Prov. Interest Maturity Grace 10% CIRRs 4/
§3$ mullion (Percent) (Percent) (Years) (Percent)

Concessional debt 110,086 100.0 100.0 1.79 320 8.7 66.4 59.5
IDA 66,141 54.5 60.1 0.75 37.2 10.1 79.5 69.7
Asian Development Bank 13,216 54 12.0 1.30 37.0 9.9 74.6 60.4
African Development Fund 5,959 2.1 54 0.76 43.3 10.1 80.2 73.4
Inter-American Development Bank 5,069 7.8 4.6 3.39 23.5 6.2 46.9 37.1
European Investment Bank 2,402 1.3 2.2 4.87 17.3 54 31.8 26.4
Int. Fund for Agricultural Development 2,032 1.5 1.8 1.87 403 8.8 68.7 61.0
Arab Fund for Economic & Social Development 1,849 1.9 1.7 4,05 226 9.5 443 324
EEC 1,096 1.0 1.0 3.48 19.6 8.0 40.1 40.6
European Development Fund 1,085 1.6 1.0 1.00 15.0 5.0 53.7 49.4
IBRD 5/ 798 4.0 0.7 3.77 17.6 53 39.5 23.9
OPEC Special Fund 726 2.8 0.7 3.42 15.3 4.6 37.9 27.6
Council of Europe 723 0.2 0.7 1.00 10.0 6.0 47.6 42.4
Islamic Development Bank 616 0.8 0.6 2.33 18.1 5.0 48.5 38.3
Other 1,587 8.7 1.4 3.75 17.0 4.9 37.8 30.1
IMF (SAF/ESAF/Trust Fund) 6,788 6.4 6.2 0.50 10.0 5.5 49.1 41.6
Nonconcessional debt 199,114 100.0 100.0 7.43 18.1 5.0 15.0
IBRD 107,865 45.8 54.2 7.44 17.6 5.3 15.2 -
Inter-American Development Bank 22,048 8.3 11.1 7.95 24.1 5.2 13.1 -
Asian Developmeat Bank 13,137 34 6.6 6.61 21.4 4.4 21.5 -
African Development Bank 8,800 1.0 4.4 9.48 20.6 4.9 1.9 -
European Investment Bank 4,032 1.3 2.0 7.32 16.4 5.1 15.5 9.1
EEC 3,033 - 1.5 4.97 4.8 4.8 15.6 13.5
Council of Europe 2,414 1.1 1.2 7.25 10.0 6.0 14.5 6.8
Central American Bank for Economic Integration i,012 0.4 0.5 6.35 11.0 3.0 11.3 4.8
Other 654 33 0.3 7.19 9.7 33 10.5 3.1
IMF (GRA) 36,120 35.3 18.1 4.91 B.6 4.1 22.4 14.3

Sources: World Bank Debtor Reporting System (DRS); OECD Press Release; Annual Reports of the World Bank, AfDB/AfDF, AsDB and IDB; and IMF staff

astimates.

1/ Multilateral debt (including to the IMF) of a group of 137 countries reporting to the DRS.

2/ Major institution 1s defined as one with US$0.5 billion or more outstanding at end-1994. The interest rates, maturities, and grace periods are averages weighted by

the amounts of the loans or arrangements.

3/ For the purpose of calculating the grant element, loans are assumed to be repaid in equal semiannual installments of principal and the grace period is defined as the

interval to first repayment minus one payment period,

4/ Commercial Interest Reference Rates. For the World Bank and the main regional developments banks (AfDB/AfDF, AsDB and IDB), the CIRR-based discount rate
is derived from the weighted average of average CIRRs in 1993 for the top five currencies in which the outstanding loans are repayable. For the other institutions,
average CIRRs in 1993 for either US dollar, ECU or SDR are used. A margin reflecting longer repayment periods was added (0.75 percentage points for repayment
period of less than 15 years, 1.0 percentage points for 15-20 years, 1.15 percentage points for 20-30 years and 1.25 percentage points for over 30 years).

5/ Single currency loans approved in 1993,
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Lending terms of the World Bank and the three main regional development
banks generally provide for variable interest rates on nonconcessional
resources, based on the cost of funding plus a margin determined on the
basis of a targeted net income. 1/ Concessional resources are generally
provided through special windows to eligible countries, and fixed service
charges are applied instead of interest. Maturity and grace periods vary
generally depending on the income level of the recipient country;
nonconcessional loans are typically for 20-30 yvears, while concessional
leoans are for up to 40-50 years. 1In comparison, maturities of IMF resources
are shorter at 5-10 years; nonconcessional EU (EEC) loans have maturities of
about 5 years payable in bullet payments at maturity. 2/

The average terms of actual commitments in 1993 were much shorter
(Table 13). The grant element of concessional lending averaged 60 percent
when compared to market interest rates, 3/ but differed considerably among
major multilateral institutions; based on the CIRR calculation method, the
grant element of IDA is around 70 percent and of ESAF slightly over
40 percent.

V. Debt Restructuring by Qfficial Bilateral Creditors

1. Summary

This chapter describes developments in debt restructurings by Paris
Club creditors since end-July 1994, 4/ Results of debt renegotiations with
other official bilateral creditors are summarized at the end of the chapter
{(Box 11).

The main points are:

. Only a few low-income countries have graduated from the
rescheduling process, reflecting the severity of their debt burdens. There

1/ Recently, some of the major multilateral institutions including the
IBRD, IDB, and AsDB have been offering a wider choice of loan terms such as
single currency loans to provide borrowers more flexibility to select terms
that meet their needs and reduce their financial risk. Interest rates on
single currency loans are either fixed rates or LIBOR-based floating rates.

2/ This has caused problems for some countries, see Appendix II,

Chapter I.

3/ Using CIRRs. See Table 13, footnote 4, and SM/93/225 (9/5/95).

4/ A description of developments prior to end-July 1994, can be found in
"0fficial Financing for Developing Countries" (SM/94/237, 9/1/94). A
deseription of the general Paris Club framework (Appendix I), and a glossary
of terms (Appendizx IT) were contained in "Official Financing for Developing
Countries,"” World Economic and Financial Surveys, April 1994.



is little prospect of graduation for most of these countries in the absence
of a stock-of-debt operation. In contrast, most middle-income rescheduling
countries have graduated, though some recent graduates have run up arrears
to Paris Club creditors.

. In December 1924, Paris Club creditors reached agreement on
"Naples terms" for low-income countries, which offer a higher level of
concessionality for most countries (b7 percent net present value reduction)
than under previous London terms. In the first seven months of 1995,

11 rescheduling agreements were reached under these terms.

. In February 1995, Paris Club creditors agreed to the first
stock-of-debt operation for Uganda under Naples terms. The rescheduling
nnnnn iAdaAd Farv o2 L7 rmoavanmt mab mrmacaedt sraliss o diaa b T o o F e e e~
PlUVLUCU LUl [ o/ PCLLCIJL L PLCDCLIL valucoc LocuutLliurl vl muas o PLC LuLuL L
date debt.
2. Overview of recent Paris Club restructurings

The current status of the 65 rescheduling countries is shown in
Table 14, distinguishing between countries that have graduated from the
rescheduling process, those that have agreements in place, and those that do

not have effective rescheduling agreements. 1/ The grouping into low
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mainly the terms these countries have obtained from Paris Club credito
While the majority of middle-income countries have already graduated from
reschedulings, only 4 of a total of 35 low-income rescheduling countries
have graduated. This reflects the severity of the debt burden of many of
these countries.

Since end-July 1994, five countries (Argentina, Bulgaria, Ecuador,

Philippines, and Uganda) have graduated from the rescheduling process,
hvinocing A 71 #ha mamhor r\'F rovintriasa rthat nuna ovradiiatosd ot n'F 5 tFAatal nf
bringing to 23 the number countries that have graduated out a total of
69 countries which had Paris Club reschedulings. 2/ In addition, among the

recent reschedulings, the one for Croatia was designed as an exit
rescheduling {(covering arrears only), 3/ and Cambodia and Haiti may
graduate at the end of their current consolidation periods. Overall,

24 countries had current rescheduling agreements in effect at end-July 1995;
and 18 countries did not have rescheduling agreements in place but were
expected to require further reschedulings.

1/ The latter category includes the former Socialist Federal Republic of
Yugoslavia (SFRY). Two of the successor republics of the SFRY, Croatia and
FYR Macedonia, have rescheduling agreements in place.

2/ For Egypt, the final stage of its 1991 debt-reduction agreement has
not yet been implemented.

3/ The rescheduling for Croatia covered both "allocated debt" and
"non-allocated debt™ of the former SFRY (see Appendix 1V, Table 5 for
details) .
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(Dates refer to end of current or last consolidation period) 2/
Low-income 3/ Lower middle-income 4/ Other middle-income Total
Countries that have graduated from reschedulings
Gambia, The 9/87 Dominican Republic ~ 3/93 Atgentina 3/95
Malawi 5/89 Ecuador 12/94 Bulgaria 4/95
** Uganda 2/95 Egvpt §/91 5/ Brazil 8/93
* Viet Nam 12/93 &/ El Salvador 9/91 Chile 12/88
Guatemala 3/93 &/ Costa Rica 6/93 6/
Kenya 1/94 &/1/ Mexico 5/92
Morocco 12/92 Panama 3/92
Philippines 7194 8/ Romania 12/83
Poland 4/91 Trinidad and Tobago  3/91
Turkey 6/83
Subtotal 4 9 10 23
Countries with rescheduling agreements in effect
* Benin 12/95 Jamaica 9/95 Algeria 5/98
** Bolivia 12/97 Jordan 5/97 Croatia 12/95
* Burkina Faso 12/95 Peru 3/96 FYR Macedonia 6/96 9/
** Cambodia 3/97 Russian Federation 12/95
* Cote d'[voire 3/97
* Bthiopia 10/95
* Equatorial Guinca  2/96
** (Guinea 12/95
** Guinea-Bissau 12/97
**% Haiti 3/96
* Honduras 7195
* Mali 8/95
** Mauritania 12/97
** Nicaragua 6/97
** Sencgal 8/97
* Sierra Leone 12/95
** Togo Si57
Subtotal 17 3 4 24
Countries with previous rescheduling agreements,
but without current rescheduling agreements,
which have not graduated from reschedulings
Angola 9/90 Congo 5/95 Gabon 3/95
* Cameroon 9/95 10/ Nigena 3/92 Yugoslavia 11/ 6/89
* CAR 3195
** Chad 3/95
* Guyana 12/94 12/
Liberia &/85
Madagascar 6/91 13/
* Mozambique 6/95 14/
* Niger 3/95
Somalia 12/88
Sudan 12/84
* Tanzania 6/94
Zaire 6/90 13/
* Zambia 3/95 15/
Subtotal 14 2 2 18
All countries 35 1 16 65

Source: Paris Club.

1/ Includes agreements of the Russian Federation and Turkey with official bilateral creditors.

2/ In the case of a stock-of-debt operation, canceled agreement, or arrears only rescheduling, date shown is that of relevant
agreement.

3/ "** denotes rescheduling on London terms, and "**" denotes rescheduling on Naples terms (stock treatment underlined).

4/ Defined here as countries that obtained lower middle-income but not concessional terms with Paris Club reschedulings; stock

treatment underlined.
5/ The last of three stages of debt reduction under the 1991 agreement has not yet been implemented.
6/ Rescheduling of arrears only.
7/ Nonconcessional rescheduling at the authorities' request.
8/ The 1994 rescheduling agreement was canceled at the request of the Philippine authorities.

10/ Tha sacond tranche of thig acraameant. covering the nins months throush and-Sentamher 1005 will not ha imulamantad
iy ane SECONG Taniad O UllS agrceion, COVENNg Ui NS MOonuas aroug RESCPEMOST 4550, Wiu DO 00 IMPEmiciea.

11/ Former Socialist Federal Republic of Yugoslavia.

12/ Fund arrangement in place, rescheduling expected shortly.

13/ Last rescheduling on Toronto terms.

14/ An extension of the consolidation period through end-1995 has been requested.

9/ FYR Macedonia agreed (o the terms and conditions of the rescheduling agreement, but has not yet signed the Agreed Minute,

15/ An extension of the consolidation period in line with the extension of the rights accumulation program (to November [995)

has been requested.



- 43 -

In December 1994, Paris Club creditors reached agreement on "Naples
terms”. 1/ The Naples terms build on the menu of enhanced concessjons
(now London terms) for low-income rescheduling countries, but offer a higher
level of concessionality for most countries, 67 percent net present value
(NFV) reduction compared to the previous 50 percent under London terms. 2/
In addition, under Naples terms, in cases where a debtor country has
established a good track record--for a minimum of three years--under both
rescheduling agreements and IMF-supported programs, and there is sufficient
confidence in the debtor's capacity to respect the agreement, Paris Club

o R T 4 11 hes — e o e aoco 1 laAder ]
creditors will be Prepareu to LluyLemcut_ a concessional ‘fesﬁuﬁuuu_lng of the

entire stock of eligible debt (stock-of-debt operation). Such a stock
operation was granted to Uganda in February 1995 (Box 6).

Box 6. Stock-of-Debt Operation: Uganda

Uganda was the first low-income excluding the debt previously rescheduled in
rescheduling country to receive an exit 1992 on London terms (which had already
rescheduling in the form of a stock-of-debt received 50 percent net present value
operation under Naples terms (see Appendix 1V, reduction). The level of concessionality for
Table 16). The February 1995 terms-of-reference debt rescheduled in 1989 on Toronto terms,
rescheduling provided for 67 percent net present including arrears and late interest, was
value reduction of all pre-cutoff date debt, increased ("topped up") to 67 percent in net

present value terms.

The evolution of Paris Club rescheduling terms, in particular those for
low-income rescheduling countries, is summarized in Table 15. A comparison
of the payments profile for low-income countries under Naples, London, and
Toronto terms shows that cumulative payments under Naples terms are
universally lower than under London and Toronte terms (Chart 10). The
options available to creditors under Naples terms for low-income

l/ For more details on the criteria for eligibility, coverage, choices of
options and repayments terms, see "Debt Situation - Recent Developments in
Commercial Bank and Official Bilateral Debt Restructuring", EBS/95/41
(3/17/95).

2/ The level of concessionality under Naples terms is decided on a
case-by-case basis based on indicative guidelines on the level of the
country's poverty and its global indebtedness. Countries with a per capita
income of US$500 or below or a ratio of debt to exports in present value
terms of 390 percent or more are eligible for a 67 percent level of
concessionality. Countries not meeting these criteria will be eligible for
50 percent concessionality. These benchmarks are based on World Bank data
from the World Debt Tables. All countries formerly eligible for London
terms are now eligible for Naples terms.




Table 15. Evolution of Paris Club Rescheduling Terms

Low-income countries 2/

Lower-
Middle- middle Toronto Terms London Terms 3/ Naples Terms - 67 percent NPV Debt Reduction 4/5
Income income Option Option Option
Countries countries DR DSR LM DR DSR CM1 LM DR DSR CMI LM
{Houston Maturing  Stocks
Terms) 1/ flows
Since
h -lemented Sept. 1990 Oct. 1988-June 1991 Dec. 1991-Dec. 1994 Since January 1995
G:ice 561/ upto8 L/ 8 8 14 6 - 5 16 6/ 6 - 3 8 20
Maturity 10 1/ 15 1/ 14 14 25 23 23 23 25 23 33 3 33 40
Repzyment schedule Flat/ Flat/ Flat Flat Flat Graduated Graduated Graduated Graduated Graduated Graduated Gradoated Graduated Graduated
graduated graduated
Intcrest rate 7/ Market Market  Market Reduced Market  Market Reduced Reduced Market Market Reduced  Reduced Reduced — Market
B/ 9/ 9/ 10/ 10/ 10/
Reduction in net
present value - - 33 20-30 11/ - 50 50 50 - 67 67 67 67 -
Memorandum items:
ODA credits
Grace 56 up to 10 14 14 14 12 12 12 16 16 16 16 16 20
Maturity 10 20 25 25 25 30 30 30 25 40 40 40 40 40

Source: Paris Club.
' Since the 1992 agreements with Argentina and Brazil, creditors have made increasing use of graduated payments schedules (up to 15 years maturity and 2-3 years grace for middle-

in. ome countries; up to 18 years maturity for lower middle-income countries).
.. DR refers to the debt reduction option; DSR to the debt-service reduction option; CM1 denotes the capitalization of moratorium interest; LM denotes the nonconcessional option providing

logger maturities. Under both London and Naples terms there is & provision for a stock-of-debt operation, but no such operation took place under London terms.

3/ These have also been called "Enhanced Toronto” and "Enhanced Concessions” terms.

~* For a 50 percent level of concessionality, terms are equat to London terms, except for the debt-service reduction option under a stock-of-debt operation which includes a three-year grace
period.

S/ Most countries are expected to secure a 67 percent level of concessionality; countries with a per capita income of more than US$500, and an overall indebtedness ratio on net present
:¢ loans of less than 350 percent of exports may receive a 50 percent level of concessionality decided on a case-by case basis.

Before June 1992, 14 years.

Interest rates are based on market rates and are determined in the bilateral agreements implementing the Paris Club Agreed Minute.

The interest rate was 3.5 percentage points below the market rate or half of the market rate if the market rate was below 7 percent.

Reduced to achieve a 50 percent net present value reduction.

¢ Reduced to achieve a 67 percent net present value reduction; under the DSR. option for the stock operation the interest rate is slightly higher reflecting the three year grace period.

The reduction of net present value depends on the reduction in interest rates and therefore varies. See footnote 8.
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CHART 10

Low-income Rescheduling Countries:
Payments Profile under Naples, London and Toronto Terms 1/
(In percent of amounts consolidated)
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Sources: Paris Club; and IMF staff estimates.

1/ Assuming a market interest rate of 8 percent.

2/ Equal distribution among the oplions. Based on actual distribution.

3/ Distribution (in percent) of DR 40; DSR 45; CMI 10; LM 5. Based on &ctual distribution.

4/ 67 percent reduction in NPV terms. Distribution (in percent) of DR 45; DSR 45; CMI 10. The LM opticn is not included given that any creditor choosing this option
undertakes best efforts to change 10 a concessional option at a later date when feasible.
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rescheduling countries, and the choices of options by creditors, are
described in Appendix 111, Table 1. 1/

3. Rescheduling agreements in 1995 2/

During the first seven months of 1995, fifteen rescheduling agreements
were concluded inveolving debt-service obligations amounting to about
US$17 billion (Table 16). This brings the total number of Parig Club
reschedulings since 1976 to 244, involving debt-service obligations
amounting to US$276 billion (Appendix 1IT, Table 6). 3/

As in previous reschedulings, Paris Club creditors in 1995 tailored the
extent of debt relief to individual countries’ circumstances by varying the
coverage of pre-cutoff date debt subject to rescheduling (Table 16).
However, under Naples terms there is more flexibility in the coverage of
debt subject to rescheduling than under both Toronto and London terms. In
particular, debt previously rescheduled on concessional (either Toronto or
London) terms is now subject, on a case-by-case basis, to further
rescheduling to raise ("top up") the level of concessionality originally
provided under Toronto or London terms to the new level of &7 percent (or
50 percent) under Naples terms. Naples terms also provide for the
pessibility of re-profiling nonconcessionally debts previously rescheduled
an Teronto and London terms.

Continuing with previous trends toward multi-year consolidations on the
basis of multi-year Fund arrangements, the consolidations typically covered

1/ For the options under London terms, and the choices of options by
creditors, see SM/94/237, Appendix I, Table 1.

2/ Refleecting in part the on-going discussions to improve the
rescheduling terms for low-income countries, there were no rescheduling
agreements in 1994 after July except for a terms-of-reference rescheduling
for Equatorial Guinea (for details, see Appendix IV, Table 6), A terms-of-
reference rescheduling--under which no formal rescheduling meeting takes
place but the terms of the rescheduling are agreed by correspondence--occurs
when there is only a limited number (generally five or less) of Paris Club
creditors concerned (with claims subject to rescheduling) for a particular
rescheduling country. In the first quarter of 1995, agreements were reached
on three terms-of-reference reschedulings with Cambodia. Chad and Uganda.

3/ These reschedulings are listed in Appendix 111, Table 2. Appendix IV
provides a summary description of each rescheduling agreement since end-July
1994,
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Table 16. Reschedulings of Official Bilateral Debt, 1994-July 1995

(In Chronological Order)

Amount Type of Debt

Date of consolidated 2/ consolidated 3/ Consolidation Terms 5/
Debtor Agreement ({In mitlions of Non-previously Previously Period Grace Maturity
countries 1/ Mo./Day/Yr. of U.5. dollars}  Rescheduled 4/ Rescheduled (Months) (In years)
1994
Kenya 1 01/19/94 535 AL -- - 1.3 7.8 6/
Senegal X 03/03/94 237 PIAL PIAL 15 6.0 ** 22.5 *=
Niger VII 03/04/94 160 PIAL PIAL 15 6.0 ** 22.5 %%
Céte d'Ivaoire VIl 03/22/94 1,849 PIAL PIAL 37 5.0 *=* 21.5 ==
Cameroon 7/ 111 03/25/94 1,259 PIAL PIAL 18 5.8 ** 22.3 **
CAR. Vi 04/12/94 32 PIAL Partial PIAL 12 6.0 ** 22.5 **
Bulgaria m 04713/94 200 PIAL - 13 59 9.4
Gabon Vi 04/15/94 1,360 PIAL PIAL 12 2.0 1456/
Algeria | 06/01/94 5,345 PIA -- 12 30 14.5 6/
Russian Federation 8/ 11 06/02/94 7,100 Pl Partial 1 12 2.8 15.3 6/
Ecuador Vi 06/27/94 293 PIA Partial PIA 6 8.3 14.8
Jordan | 06/28/94 1,147 PIA Partial PIA 35 2.1 16.6 6/
Congo m 06/30/94 1,175 PIAL PIAL 11 3.1 14.6
Philippines v 07/19/94 586 Pl - 17 7.9 14.4
Sierra Leone Vi 07120794 42 PIAL Partial PIAL 17 6.0 ** 22.5 %%
Equatorial Guinea v 12/15/94 51 PIA PlA 21 5.7 ** 22.2 ¢
1995
Guinea 9/ v 01/25/95 156 PIAL Partial PIAL 12 6.0 **x 22.5 k**
Cambhodia 1 01/26/95 249 PIAL PIAL 30 5.3 s*x 2].8 **=
Chad It 02/28/95 24 PIAL PIAL 12 6.0 %*x 32.5 w*s
Uganda A 02/20/95 110 - Partial PAL - 6.5%** 335 sex
Togo X 02/23/95 237 -- Partial PIAL 33 5.1 *== 31.6 ¥*=*
Guinea-Bissau 111 02/23/95 195 PIAL PIAL 36 5.0 s** 31.5 %%
Croatia [ 03/21/95 861 AL PAL 12 2.1 13.6 &/
Nicaragua 10/11/ I 03/22/95 848 PIAL Partial PI 27 5.4 ¥%¥ 21.9 ¥x*
Bolivia 10/ v 03/24/95 482 PIAL Partial PIAL 36 5.0 *=x 31.5 x*x
Senegal Xl 04/20/95 169 PIAL Partial PIAL 29 5.3 *xx 31.8 ¥
Haitu l 05/30/95 117 PIAL - 13 6.0 w*x* 32.5 wxx
Russian Federation 8/ 11} 06/03/95 6,400 Pl Partial 1 12 2.8 15.3 6/
Mauritania 12/ Vi 06/28/95 66 Pl Partial Pl 36 5.0 *** 31.5 wxx
FYR Macedonia 13/ [ 07/17495 290 PIAL PIAL 12 3.1 14 6 6/
Algeria 14/ ]! 07/21/95 7,000 Pl - 36 1.5 13.5 6/

Sources: Agreed Minutes of debt reschedulings: and IMF staff estimates.

1/ Roman numerals indicate, for each country, the number of debt reschedulings in the period beginning 1976.

27 Includes debt service formally rescheduled as well as postponed maturities.

d Key. P - Prmncipal, I - loterest; A - Arrears on principal and interest; L - Late interest. P, I, and A are on medium- and long-terns dehe

4/ Reschedulings covered 100 percent of current maturities except for Algeria {under the 1994 agreement) and the Philippines in 1994, while
maturites on nterest were covered only for the first five months of the consolidation period; under the 1995 Algerian agreement, interest due over the
first |2 months was consolidated.

8/ For purposes of this paper, grace and maturity of medium- and long-term debt covered by the rescheduling agreement and not rescheduled
previously are counted from the end of the consolidation period. In cases of multiyear rescheduling, the effective average repayment period can be
longer  "*** denotes rescheduling under London terms, and a "**** denotes rescheduling under Naples terms (with 67 percent NPV reduction, if
underlined, denates stock treatment). Grace period refers to the debt reduction option and maturity refers to the debt service reduction option for
rescheduling on London or Naples terms.

6/ Graduated payments schedule.

7/ Camervon’s arrears were rescheduled on nonconcessional terms.

87 Creditors met under the chairmanship of the Group of Participating Creditor Countries

9/ Naples terms with 50 percent NPV reduction,

B

10/ Some creditors chose the nonconcessional long-maturities option (see Table 15 for details on repayment terms).

117 Amounts falling due under London terms and on maoratorium interest {see Appendix V, Table 12 for details) were consolidated over 17 months
and detereed nonconcessionally.

12/ Current maturities falling due under Londun terms were consolidated over 24 months and rescheduled nonconcessionally (see Appendix V.
Table 11

13 FYR Macedonia agreed to the terms and conditions of the rescheduling agreement but has not yet signed the Agreed Minute

14/ Principal payments were consolidated over 36 months and interest due over 12 months.




the full period of the IMF arrangement {except for Guinea). 1/ Reflecting
standard Paris Club practice, multi-year consolidations usually had annual
tranches, with effectiveness of each tranche linked, inter alia, to approval
by the IMF Board of annual arrangements under the ESAF (Bolivia, Equatorial
Guinea, Guinea-Bissau, Mauritania, Nicaragua, Senegal, and Togo)} or EFF
(Algeria).

4, Main features of recent reschedulings

a. Reschedulings under Naples terms for low-income countries

By end-July 1993, eleven countries had reached rescheduling agreements
under Naples terms (Table 16). 2/ These reschedulings provided for a
67 percent NPV reduction of amounts consolidated for all countries except
Guinea, which received a flow rescheduling with a 50 percent NPV reduction
of amounts consolidated. In line with previous trends in concessional
reschedulings, Naples terms provided for very comprehensive coverage of
pre-cutoff date debts--with the exception of Mauritania. 3/ Typically, the
agreements included prinecipal and interest falling due during the
consolidation period, and arrears (including late interest) on debts not
previously rescheduled and previously rescheduled on non-concessional terms.
The coverage and other features of these agreements are described in more
detail in Box 7; Box 8 describes the rreatment of debt previously
rescheduled on London terms in the agreements with Mauritania and Nicaragua.

The total amount of debt service consolidated under Naples terms so far
amounts to US$2.7 billion, bringing the total amount consolidated under
concessional London and Naples terms since 1991 to US$10.8 billion out of a
total of US$1l.4 billion of debt-service obligations falling due (including
arrears) on pre-cutoff date debt (Appendix III, Table 3). Therefore, taking
into account some US$0.5 billion in moratorium interest, debt-service
payments due since 1991 on pre-cutoff date debt to Paris Club creditors were
reduced to about US$1.1 billion. 1In addition, payments of about
US$2.0 billion were due on post-cutoff date debt, some of which were
deferred.

1/ Guinea's consolidation period covers the first year of the two-year
ESAF arrangement approved in September 1994 (the first anrwal arrangement
under the ESAF was approved in June 1991, but the commitment period was
extended to November 1996 for the second and third year arrangements). The
consolidation period extends three months beyond the end of the second year
of the ESAF. A trigger clause makes effectiveness of the last three months
of the rescheduling agreement conditional on Board approval of the third
year ESAF arrangement.

2/ Equatorial Guinea’'s rescheduling under a terms-of-reference agreement
in December 1994 was under London terms.

3/ The rescheduling for Mauritania excluded all arrears and late
interest.
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Box 7. Naples Terms Rescheduling Agreements: Coverage,
Choice of Options and Goodwill Clause

Rescheduling agreements under Naples terms
generally covered principal and interest on pre-cutoff
date debt not previously rescheduled and debt previously
rescheduled on non-concesstonal terms. The coverage
of debt previously rescheduled on concessional terms
and of arrears reflected the circumstances of the
particular couniry.

For countries which had a previous rescheduling
on Toronto terms, the 1995 reschedulings also covered
debt service falling due during the consolidation period
under thnse agreements {on "Toronto terms debt™),
except for Guinea. Reflecting the increased level of
concessionality under Naples terms, in three cases
(Chad, Guinea-Bissau and Uganda ). creditors agreed to
top up to a 67 percent NPV reduction the debt relief
previously granted on Toronto terms debt for maturities
falling due during the consolidation period, and arrears
{(including late interest). In some cases, the topping up
to a 67 percent NPV reduction was limited to current
maturities and applied only to a part of the consolidation
period (Mauritania}), or applied only to arrears,
including late interest (Togo). For the other countries
with current maturities falling due on Toronto terms
debt (Bolivia, Senegal and Togo), the obligations were
re-profiled nonconcessionally.

For countries which had a previous rescheduling
on London terms, in a majority of cases (Bolivia,
Guinea, Senegal, Togo, and Uganda) the agreements
excluded arrears and maturities falling due under those
agreements during the consolidation period. However,
where the balance of payments position was
exceptionally weak (Mauritania and Nicaragua), the
agreements provided for a nonconcessional deferral of
such maturitiecs (see Box 8), and in the case of
Nicaragua for a nonconcessional deferral of moratorium
interest.

Arrears on post-cutoff date debt were deferred
in the cases of Guinea-Bissau and Senegal. Ip
recognition of Guinea-Bissaw’s difficult financial
position, the agreement provides for exceptional
treatment by deferring nonconcessionally arrears
(including late interest) on post-cutoff date debt, to bhe
paid over 10 years with a graduated payments schedule;
however, this was not to set a precedent.  For Senegal,
specified post-cutoff date arrears, payable in March
1995 under the 1994 agreement (London terms), were
deferred nonconcessionally with payments over 3 years

and within the consolidation pertod; these would not
be subject to any further reorganization.

In nine of the eleven reschedulings under
Naples terms, all creditors chose concessional
options. In th: other two agreements, two creditors,
the United States (for Bolivia, and Nicaragua), and
Italy (for Nicaragua), chose the non-concessional
long matunties option. For Bolivia, the United
States was unable to choose a concessional option
owing to lack of the necessary budgetary
appropriations (see below), while in the case of
Nicaragua, the United States chose this option
because of insutficient progress on the issue of
property expropriation. 1/ [taly joined the U.S. in
choosing the long maturities option in the case of
Nicaragua.

Most agreements featured a goodwill clause
stating that creditors agreed in principle to consider
the matter of a debtor country’s stock of debt three
years following the signature of the Agreed Minute
(Chad, Guinea-Bissau, and Togo) or earlier, at the
end of the consolidation period (for Mauntania,
Nicaragua, and Senegal), provided the debtor country
implements the agreement in full and continues to
have an appropriate arrangememt with the IMF.
Three rescheduling agreements did not feature a
goodwill clause (Cambodia under its terms-of-
reference agreement, Guinea and Haiti). In the case
of Haiti, this was because the agreement rescheduled
two-thirds of Haiti’s stock of debt to Paris Club
creditors with a 67 percent NPV reduction, and all
the remaining debt was concessional Official
Development Assistance. Guinea’s clause under its
1992 agreement, which envisages a possible debt
stock operation in November 1995, remains valid.
though creditors will wish to await the end of the
current  consolidation period (end-1995)  before
considering a stock-of-debt operation. In the case of
Bolivia, creditors agreed to consider such a stock-of-
debt operation after September 1995, provided that
a consensus could be found to choose concessional
options.

[United__S?utes legislation precludes debt reduction for
countries (i) failing to make adequate etforts to deal with
property exproprigtion: (i} with egregious human rights
violations; {iii) not cooperating on efforts te limut narcotics
trade, (iv) supporing terrorism; amnd (V) with excessive
amounts of military spending.




Box 8. Mauritania and Nicaragua: Treatment of Debt
Previously Rescheduled on London Terms

For these two countries, the rescheduling
agreements provided for a nonconcessional deferral
of maturities falling due during the consolidation
period on London terms debt, but excluded arrears
and late interest. For Mauritania, the agreement
covered 24 months for maturities on London (and
Toronto) terms debt (of a consoclidation period of
36 months); for Nicaragua it covered 17 months for

most maturities on London terms debt compared to

The rescheduling of such maturities
for Mauritania featured a graduated payments
schedule over 7 years with payments
beginning 6 months after the end of the
consolidation period; also, the amounts
consolidated will be excluded from future
reschedulings. The rescheduling for
Nicaragua featured equal payments over

4 years with payments beginning 3 months

IT smmmrmtbhn e thne s otiredbioo alils ~ey artva afiac thn awd .\4‘ thn mmemom Tt A abl e st
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London terms debts were excluded.

b. Middle-income countries

All four rescheduling agreements for middle-income countries since
end-July 1994 (Algeria, Croatia, the former Yugoslav Republic (FYR) of
Macedonia, and the Russian Federation) have incorporated graduated payments
schedules (with a grace period of 2-3 years and maturity of about 15 years).
Debtor countries favor these agreements because they avoid a jump in
principal repayments, while creditor countries regard the short grace period
as a good test of the debtors’ willingness to repay.

The agreements reached with middle-income rescheduling countries
reflected their varied circumstances. TIn some cases, exit reschedulings
were agreed with limited coverage and short consolidation periods. TFor
example, the agreement for Croatia 2/ rescheduled arrears (excluding late
interest) on pre-cutoff date debt, and principal payments falling due during
the consolidation period on previously rescheduled debt, over 15 years with
three years grace. Late interest on debt covered in the agreement was to be
paid over 5 years starting in July 1996. The agreement with Algeria
rescheduled principal payments on pre-cutoff date debt not previously
rescheduled falling due through end-May 1998 and interest payments falling
due through end-May 1996 over 15 years with 2% years grace. 3/ In the case

1/ The Paris Club calculates grace and maturity periods starting from the
middle of the consolidation period plus six months.

2/ This included both "allocated debt" (owed or guaranteed by entities on
Croatian territory), and 28.49 percent of "non-allocated debt" (debts not
attributable to a successor state of the former SFRY).

3/ Amounts due under the 1994 Paris Club Agreed Minute were not

rescheduled, but amounts due under other bilateral consolidations were
included in the rpqhhpdlling_

1/



of FYR Macedonia, 1/ the agreement rescheduled arrears (excluding late
interest) and current maturities falling due through end-June 1996 (in line
with the stand-by arrangement) on pre-cutoff date debt over 15 years
including three years grace. On an exceptional basis, reflecting FYR

Moradanigle avtrvemaly AiFFicnilt ghavi_tarm aviarnal naogitisn tha ascvronmant
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deferred arrears on post-cuteff date debt (including late interest) as well
as late interest on pre-cutoff date arrears over 6 years, including 3 years
grace. The coverage of debt service in the rescheduling agreement with
Russia also continued to be very broad (see Box 9).

The amount consolidated for middle-income countries {(excluding Russia)
since end-July 1994 was US$8.2 billion, bringing the total amount
consolidated by Paris Club creditors since 1991 to US$31.4 billion of

nra-rutantff datae daht Ay aF ”QQQQ S hillioan af amatintg falling due

pre-cutoff date debt out of 5 billion of amounts falling due
{(Appendix III, Table 5). Thus total payments due from these countries on
pre-cutoff date debt were reduced to US$1l billion (including

US$3 billion of moratorium interest). In addition, US$7.4 billion on
post-cutoff date debt was due.

There were no reschedulings for lower middle-income countries between
end-July 1994 and end-July 1995. The total debt service consolidated on
lower middle-income (Houston) terms for the 16 countries with reschedulings

aincae 19017 vamained at 8820 2 Lillion of US824 .6 k1111nn nf Aaht+_carvica
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obligations falling due (including arrears) (Appendix III, Table 4). Thus,
after taking into account moratorium interest payments of US§1.5 billion,
debt service due on pre-cutoff date debt was reduced to US$6.0 billion.
Additionally, US$5.7 billion on post-cutoff date debt was due.

The evolution of the rescheduling status and outlook for middle-income
countries is discussed in Box 10,

l/ Paris Club creditors reached agreement with the FYR Macedonia on the
terms and conditions for the rescheduling agreement, but no Agreed Minute
has yet been signed. The agreement covered both "allocated debt" (owed or
guaranteed by entities on FYR Macedonia territory) and 5.4 percent of
"non-allocated debt" (debt not attributable to a successer republic of the
former SFRY).



o1

Box 9. Debt Rescheduling Agreement with the Russian Federation

On June 3, 1995, official bilateral creditors
meeting as the "Group of Participating Creditor
Countries” and the Russian Federation reached a third
rescheduling agreement covering 100 percent of
principal and interest falling due from January 1, 1995
to December 31, 1995 on non-previously rescheduled
pre<cutoff date debt (Appendix IV, Table 13).!
Payment of the consolidated amounts was to be in
26 semiannual graduated payments with a maturity of
15 years including a 3-year grace period.

In light of the exceptional circumstances of
this case, the agreement also provided for a
comprehensive deferral of amounts falling due during
the consolidation period: (i) 100 percent of principal
and interest (excluding late interest) due on debts
contracted in 1991 which are to be paid in 16 semi-
annual graduated payments starting on October 31,
1998; (ii) 100 percent of principal (excluding late
interest) due as a result of the consolidation
agreements concluded on debts originally short-term
and duc at end-1992, pursuant to the April 1993
agreement, and not paid were deferred and are to be
paid in 10 equal semi-annual installments starting on
October 31, 1997; and (iii) 100 percent of principal
(excluding late interest) due from the consolidation
agreements on debt contracted in 1991 and due as at
end-1992, pursuant to the April 1993 agreement, and
not paid were deferred and are to be paid in 16 semi-
annual graduated installments starting in October 31,
1997.

In addition, it was agreed that 40 percent of
interest falling due during the consolidation period

on specific debts pursuant to the April 1993
agreement, and 33.33 percent of interest falling due
between April 1, 1995 and December 31, 1995 as a
result of the consolidation agreement pursuant to the
June 1994 agreement, with respect to debt contracted
prior to 1991 and in 1991 (including debt originally
shortterm), were deferred and are to be paid in
10 equal semi-annual payments starting October 31,
1998. The total amount consolidated was about
US$6.4 billion. All other payments due and not
covered by the present Agreement are to be paid on
the due dates, while arrears outstanding as at the date
of the Agreement were to be paid as soon as possible
and not Iater than July 15, 1995,

Creditors agreed to begin in the fall of 1995
negotiations on a comprehensive rescheduling of
debts owed by Russia provided: (i) Russia continues
to implement the stand-by arrangement approved on
April 11, 1995; (ii) all payments due to creditors are
made; and (iii} substantial progress is made in
concluding the bilateral agreements implementing the
current agreement. Entry into force of a compre-
hensive agreement would be contingent on approval
by the IMF of an Extended Financing Facility (EFF)
arrangement, or a stand-by arrangement supporting a
medium-term program.

IFor details of the 1993 agreement, see SM/93/194
(8/23/93), page 14, and Appendix II Table 15, for the
1994 agreement see SM/94/237 (9/1/94), page 1 and
Appendix II Table 13,
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Box 10. Rescheduling Status and Outlook for Middle-Income
Rescheduling Countries (MIRCs)

The number of middle-income countries that
continue to require further Paris Club reschedulings
has declined sharply in recent years. Of the
30 countries that required Paris Club reschedulings
over the past decade, 19 have now graduated (Tabie
14}, Most of the remaining cases with agreements
now in force or imminent are expected to graduate
from rescheduling at the end of the
current/prospective consolidation periods.

Some MIRCs ("other” MIRCs in Table 14)
have recently been granted reschedulings over longer
maturities than standard terms, and with shorter grace
periods.  Among those countries that have not
graduated, Algena’s current consolidation period
expires in May 1998, and the 1995 agreement is
considered an exit rescheduling. For Gabon, an EFF
arrangement with the Fund is expected to be presented
to the Board in September 1995 with the Paris Club
expected subsequently 1o consider an  exit
rescheduling. For the Russian Federation, the June
1995 agreement rescheduled matsrities through
end-1995, and discussions on a mult-year exit
rescheduling are to begin in the fall of 1995, Among
the successor states of the former Yugoslavia, Croatia
and FYR Macedonia reached rescheduling agreements
in March and July 1995, In the case of Croatia, this
was an exit rescheduling.

Among the MIRCs that have benefitted from
the more favorable rescheduling terms ("Houston
terms") introduced in September 1990 for [ower
middle-income countries (LMlRCs).] nine out of
4 have graduated from rescheduling.2 For most
countries where debt to commercial banks was
significant, the rescheduling of bilateral debt service
was supported by debt and debt-service reduction
(DDSR) operations agreed with commercial banks.
As a result, the debt burden of this group of countries
has been reduced from an average of around
70 percent of GDP or 330 percent of exports of guods
and services in the second half of the 1980s to just
over 50 percent of GDP or 220 percent of exports in

1994, and the debt service paid fell from an average
of 32 percent of exports of goods and services in
1986-1988 to some 28 percent through the early
1990s {Appendix III, Table 7).

The debt situation of a number of LMIRCs
remains difficult, however, and progress has been
delayed due to adverse economic and political
conditions. Among those LMIRCs presumed to
have graduated, arrears to official creditors
reemerged in 1994 for two countries {(Dominican
Bepublic and Guatemala). Of the remaining
§5 LMIRCs, 3 have current reschedulings in effect
(Jamaica, Jordan, Peru), while prospects for an
early regularization of creditors’ relations with two
others (Congo and Nieria) remain at best uncertain.
Jamaica is likely to graduate from rescheduling
when its current agreement expires in September
1995. Jordan’s heavy borrowing in the late 1980s
raised its debt 1o almost 200 percent of GDP or
380 percent of exports in 1990: reflecting the
success of the authorities’ adjustment efforts, it had
been reduced below 130 percent of GDP or
270 percent of exporis by end-1994, While Pery’s
debt stock is in line with other LMIRCs relative to
GDP, the limited role of foreign trade in economic
activity implies that Peru’s debt and debt-service
ratios measured against exports are higher than for
other LMIRCs; they have shown hLittle, if any,
improvement in recent years.

lGoing beyond Houston terms, the reschedulings
agreed for Egypt and Poland in 1991 invoived a
raduction in the stock of bilateral debt.

20f 4 other countries considered LMIRCs eurlier.
two obtained low-income country terms from Paris
Cluh creditors in 1994 (Cameroon. Cote d'Ivoire) and
two have become suhject to standard MIRC terms
(Bulgaria, for which the latest reschedubing agreement
expired in Apnit 1995, and Costa Rwa, which
graduated from rescheduling in 1993, hut where arrears
to official creditors reemerged in 1994).




5. Debt conversions under the Paris Club_provisions 1/

For the low-income and lower-middle income countries, Agreed Minutes
typically include a provision for debt swaps. The amount of commercial debt
that can be converted in the framework of debt-for-nature, debt-for-aid,
debt-for-equity swaps, or other local-currency-debt swaps is limited to the
greater of U8$10-20 million per creditor (to be decided on a case-by-case
basis} or 10 percent of consclidated commercial credits. For Official
Development Assistance (0ODA) loans, 100 percent of ODA and direct government
loans can be included in such operaticons. All of the rescheduling
agreements under Naples terms provided for US$20 million and 10 percent
limits (except for the agreements with Chad, Mauritania, and Guinea which
provided for US$10 million and 10 percent limits).

On the basis of data available as at end-1994 for lower middle-income
countries, 2/ total debt swapped under these provisions amounted to
US$1.5 billion, of which roughly three quarters was accounted for by Egypt.
Most of the debt (US$1.2 billion) was swapped in the framework of debt-for-
equity or debt-for-local-currency swaps, and the remaining US$0.4 billien,
mostly under commercial credits, was swapped for development purposes.

For the low-income countries, 3/ total debt swapped amounted to
USS0.7 billion, of which about 40 percent was accounted for by
Céte d'Ivoire. Almost all of the debt swapped was in the framework of
debt-for-development.

Thus far, overall debt swapped for all countries amounted to
US$2.2.billion, of which three quarters was accounted for by two creditor
countries, France (about US51.0 billion) and Switzerland (about
US$0.7 billion). 4/ Under the ODA provisions, the amount swapped was
Us%0.5 billion, while under the commercial credits provision, the amount was
USsS$1.8 billien.

1/ Other debt reduction initiatives were described in earlier documents.
Initiatives taken by Belgium, Canada, France, Germany, and the United States
during 1989-90 were reviewed in "Official Multilateral Debt Restructuring--
Developments in 1990," (SM/91/65, 3/18/91, Amnex 111). More recent debt
reduction Iinitiatives were described in detail in SM/93/194, 8/23/93,
pages 14-20. The cancellation of Official Development Assistance (ODA) debt
of 14 countries in the CFA Franc Zone by France was covered in SM/94/237,
9/1/94, page 13.

2/ TIncludes Congo, Egypt, Jordan, Nigeria, Peru, Philippines, and Poland.

3/ These include Bolivia, Cameroon, Céte d'lvoire, Equatorial Guinea,
Guinea, Honduras, Mali, Mozambique, Nicaragua, Senegal, Tanzania, Viet Nam,
and Zambia.

4/ Creditor countries that have participated in the debt-swap provisions
include Belgium, Finland, France, Germany, Norway, Sweden, Switzerland, and
the United Kingdom.



Box 11. Recent Experience with Debt Restructurings lnvolviniz
Qfficial Bilateral Creditors not Pacticipating in the Paris Club

i Overview

Countriesthat request reschedulingsfrom Panis
Club creditors in support of their IMF arrangements
typically also have debt-service obligations to official
bilateral creditors that do not participate in Paris Club
reschedulings. Paris Club creditors require as a
condition for reschedulings that debtor countries seek
debt relief on comparable terms from other creditors.
The IMF also has a direct concern in promoting
agreements on these obligations, because of its interest
in fostering orderly relations between debtor countries
and their creditors and because the financing of IMF-
supported programs often requires appropriate relief on
obligations from all official bilateral creditors.

2. Approaches taken by non-participating
officiai bilateral creditors

The bilateral debt-restructuring agreements
concluded since the last review are listed in
Appendix III, Table 8. 1t also includes a few
agreements conciuded earlier where information has
become available only recently, In mid-1995, Algeria
agreed with Saudi Arabia to restructure US$0.5 billion
debt on terms comparable to the July 1995 Paris Club
agreement. ln June 1994, Angola concluded a debt-
restructuring agreement with Portugal on nonconces-
sional terms, and in late 1993 agreed with Spain to
reschedule UUS$135 million, with repaymentsin kind in
less than three years. In January 1995, Haiti agreed
with Venezuela to reschedule US$5 million in arrears
on nonconcessional terms.  In June 1994, Honduras
bought back at a discount US$35 million 1n arrears to
Argentina, and in December 1994 agreed with Costa
Rica to reschedule US$27 million on nonconcessional
terms. [n June 1993, Jamaica agreed with Mexico to
reschedule US$44 million in debt and arrears on
nonconcessional terms. In early 1994, Jordan
concluded debt-rescheduling agreements with Taiwan
Province of China (US$2.5 million: on lower mddle-
ncome country termns as Jordaw’s 1992 Pans Cluh
Agreement), and with Switzerland (involving a buyback
of US%$24 million at a discount, and the financing of
environmental projects). In July 1992, Mali secured a
5-year moratorium on its debt service obligations to
China (CFAF 45 billion) covering maturities through
end-19926. In mid-1994, Sierra Leone agreed with
China to reschedulea USS41 mallion debtoy balancein
4 discontinued bilateral trade agreement on conces-
swonal terms. In February 1993, Uganda concluded a
debt-rescheduling  azgreement with  China
(US$32 milljon), the bulk of it on nonconcessional
terms, and 1n late 1992 with India (US$54 million) on
noncencessional terms.

A number of countries agreed on rescheduling
of their debt to the Russian Federation. Algeria

signed a protocol in early 1994 covering about half of its
outstanding debt to Russia as of end-1993, which
provides for payments in kind of a portion of the deht
falling due. Egypt concluded a debt restructunng
agreementin late 1994, covenng three different types of
debt totalling about Rub 1.7 billion to be repaidby 20105
as payments fall due, an outstanding Egyptian creditor
balance in a defunct clearing arrangement will be drawn
down. A 1994 agreement with Mongolia provided for
a deferral of principal repayments apd interest charges,

Further progress has been made in settling
outstanding bilateral balances among countries of the
former Council of Mutual Economic Assistance
{CMEA). Late in 1993, Albania concluded a
concessional restructuring agreement with Germany of
debt owed to the former German Democratic Republic
(GDR) (DM 13 million). While negotiations on a formal
agreement coptinue, Viet Nam and the Russian
Federation agreed during 1994 on an informal
arrangement that provides for Viet Nam to make partial
payments in kind on the amounts falling due. In
February 1995, Poland and the Russian Federation
agreed to the mutual cancellation of outstanding inter-
governmental loans and commercial credits; a small
remaining creditor balance is to be settled in cash by
Russia during 1995. In mid-1995, Hungary agreed to
the settlement of the remaining balances (US$1.7 billion)
by Russia in kind (Iargely military hardware) rather than
in cash. In 1994, Poland concluded an agreement with
Germany to restructure a debtor balance to the former
GDR. Mongolia concluded an agreement with Hungary
in January 1994 restructuring short-term debt and an
outstanding debtor balance in a clearing account,

A new issue has arisen in the last year or two,
as some countries of the former Soviet Union (FSUY
required debt relief on their large debts to other FSU
countrics. Many of these countries have adopted [MF-
supported adjustment programs that critically rely for
financing on debt relief from FSU credutors. The
multilateral framework for debt renegotiaton provided
by the Paris Club was not an option for these countries,
since their eligible debt to Paris Club creditors, if any.
was limited. Negotzations with the creditor countries
were conducted on a biateral basis. Early in 1995,
Ukraine concluded bilateral debt-rescheduling agree-
ments with Russia (US3$2.6 billion) and Turkmemstan
{US%1 0 billion), The agreement with Russia, covering
1995 maturities and arrearsat end-1994, provides for the
rescheduling of US$2.1 billion on  nonconcessional
terms, and debt/equity swaps and payments in kind for
the remainder.

PFor developuments poior to 1994, and a further
discussion of issues, see "Officin] Financing for Developing
Countnes”, SM/93/194 (8/23/93), Apnex I, and SM/94/237
(9/1/94), Box 1.
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Debt Sustainability for Heavily Indebted Poor Countries

I. Selected Low-Income Countries: Impact of
Hypothetical Stock-of-Debt Operations

1. Introduction and summary

This section examines the structure of the balance of payments of
27 low-income rescheduling countries and the potential impact on debt
service in 1995 of hypothetical stock-of-debt operations by Paris Club and
other official bilateral and private creditors along the lines of the Naples
terms agreed in December 1994. Using this as a base, it looks at the
projected medium-term external positions for a group of 14 of these
countries that could be early candidates for debt reduction, or whose debt
burden is particularly difficult, or that have already been granted a
stock-of-debt operation. In particular, the effects of a hypothetical
stock-of-debt operation on Naples terms on total debt service, and on the
sustainability of debt service to multilateral creditors, are examined. The
sensitivity of these countries’ external positions to less favorable
assumptions on export growth and the terms of new financing is also
addressed. The medium-term scenarios are based on recent IMF staff reports
which are subject to change. Projections over a 20-year period are
inevitably subject to large margins of uncertainty; results based on such
projections need to be treated with caution. The analysis of external-debt
sustainability in this appendix (as defined in Box 3) is only partial in
that it does not consider the possible dynamic implications of debt
overhangs on investment and growth. 1/

The main conclusions of the medium-term analysis are:

. Of the 14 countries considered, on the assumption of continued
strong adjustment efforts, 10 would appear to reach sustainable external
positions after the hypothetical stock-of-debt operation assumed. This
would also appear the case for Sierra Leone, though given the steep decline
in exports in recent years, the current difficult security situation, and
large debt-service payments to the IMF during 2000-2002, the prospects for
sustainability would appear more uncertain,

. Mozambique, Nicaragua and Zambia face such large debt burdens that
stock-of-debt operations on Naples terms would not result in debt-service
profiles that would appear sustainable. For Mozambique and Zambia,
financing pressures could be eased to a considerable extent by the inclusion
in the stock-of-debt operation of debt previously rescheduled on Toronto and
London terms. However, Zambia would continue te face extremely high debt-
service obligations to the IMF following the replacement of the current
Rights Accumulation Program by an ESAF (assumed later this year), and would

l/ For a discussion of the debt overhang for heavily indebted poor
countries, see Appendix I, Chapter II below.
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require substantial balance of payments assistance during the peak years of
ESAT repayment.

. The results are highly sensitive to assumptions on expert growth
and the terms of new financing. If export growth were lower by 1 percent
per annum--which by the end of the projection period would result in exports
more than 20 percent lower than under the base case--or if external finance
were provided at interest rates on average 1 percent per annum higher, and
no other adjustment occurred, significant external financing gaps would
emerge for most countries. This does not mean that for all countries
sustainability would be threatened: in many cases countries could adjust,
for example, by lowering imports or shifting more resources to the export
sector, though in some cases this could be at the expense of potential
growth. Some countries (such as Ethiopia, Honduras, Sierra Leone, and
Zambia) are more wvulnerable to external shocks because their export base is
less diversified than in other countries (such as Bolivia, Coéte d'Ivoire,
Guyana, and Tanzania).

. Virtually all 14 countries will remain heavily dependent on
continued large net resource flows on concessional terms even in the context
of a debt reduction, though these flows are assumed to decline in real terms
in most cases.

2. Twenty-seven low-income rescheduling countries:
impact in 1995 of hypothetical stock-of-debt operations 1/

a. Debt and financing sjtuation in 1994

The structure of external financing of the 27 low-income rescheduling
countries in 1994 is shown in Appendix I, Table 1. Most countries continued
to be heavily dependent on large resource flows to satisfy their basie
import and development needs, with non-interest current account deficits
averaging about 40 percent of exports., Overall external financing require-
ments were substantially higher because of the need to make debt-service
payments and build up international reserves to adequate levels. These
resource needs were met in large part through the provision of new external
financing, which averaged nearly 70 percent of exports, more than half of
which was in the form of grants, and the remainder mainly in the form of
concessional bilateral and multilateral lending.

Notwithstanding the continued availability of these inflows, most of
the 27 countries faced extremely high scheduled debt-service burdens.
However, actual payments on debt were reduced through comprehensive debt

l/ Of the 31 low-income rescheduling countries that have not graduated
from the rescheduling process (Table 14, column 1), Cambodia and Haiti were
excluded as exit reschedulings while Liberia, Somalia, and Sudan were
excluded due to data limitations (e.g., on arrears composition); Uganda,
which had a stock-of-debt operation in February 1995 (see Chapter V), is
included for comparison purposes.
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Table 1. Low-Income Rescheduling Countries: Structure of External Financing, 1994
(In_percent of exports of goods and services) 1/
Non-interest Total Memo item:
current aceount  scheduled Balance of Payments Financing Actual
deficit debt service 2/ Total Grants Disburse- Exceptional Other debt
(-: surplus) ments financing 3/ flows 4/  service 5/

Angola 19 52 71 9 8 38 16 14
Benin 2 20 22 21 17 9 -25 11
Bolivia 26 34 61 2 31 11 -3 23
Burkina Faso 72 18 90 63 31 -5 1 23
Cameroon 6/ -8 59 50 4 21 30 -5 29
C.AR. 49 20 69 61 29 10 30 10
Chad 87 14 101 59 42 11 -10 3
Cbte d'lvoire -11 36 25 1 30 13 -18 23
Equatorial Guinea 1 32 k) 10 7 25 -9 7
Ethiopia 6/ 54 53 107 48 74 28 -43 25
Guinea 35 33 73 18 21 16 18 22
Guinca-Bissau 72 91 163 120 38 57 -52 33
Guyana -9 38 29 2 10 14 3 24
Honduras 12 33 45 8 26 6 6 28
Madagascar 36 69 105 3o 24 61 -10 8
Mali 76 38 114 65 39 14 -5 24
Mauritania 22 31 50 23 24 - 3 30
Mozambique 184 116 300 143 66 95 -4 21
Nicaragua 105 34 450 53 72 291 33 54
Niger 62 36 98 40 23 13 22 23
Senegal 16 20 36 26 15 8 =13 12
Sierra Leone 54 49 103 13 39 29 22 19
Tanzania 40 35 75 31 17 20 7 15
Togo 10 36 46 9 14 32 -8 5
Uganda &/ 83 48 131 76 89 -6 -28 54
Zairc -1 93 92 10 1 89 -7 4
Zambia 10 52 63 22 25 16 - 36
Simple average 41 56 96 37 31 34 -5 21

Source: IMF staff estimates.

1/ In some cascs, in percent of exports of goods and nonfactor services.

/ Excludes IMF repurchases and repayments which are included in net change in reserves.

/ Includes debt rclicf and change in arrcars (other than to the IMF).

2
3
4/ Including net changes in reserves.
3
[

Consists of scheduled debt service less debt relicf and change in arrcars.
For fiscal year 1993/94.
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reschedulings and, in some cases, by the accumulation of arrears. For these
low-income rescheduling countries as a group, actual debt service paid in
1994 averaged around 20 percent of exports of goods and services compared
with scheduled debt service of around 55 percent (Appendix I, Table 1).

Although these factors suggest that the debt burden facing most of
these low-income rescheduling countries is manageable in a cash sense, the
continued reschedulings involve significant costs to policy makers,
including the use of scarce governmental/administrative talent, create
uncertainties about future economic prospects, and may have contributed to
the relatively poor growth performance of some of these countries. There is
widespread acceptance in the international community of the conclusion that
the debt burden facing many of these countries is in excess of their
respective payments capacities and that the attainment of a sustainable
balance of payments situation can only be achieved through a reduction in
the stock of debt. 1In recognition of these factors, under the Naples terms
adopted in December 1994, Paris Club creditors agreed to stock-of-debt
operations for low-income countries which have established good track
records under both IMF arrangements and rescheduling agreements (for details
see Chapter V).

b. Impact of hvpothetical stock-of-debt operation in 1995

The structure of scheduled external debt service in 1995--
distinguishing between payments due on restructurable and nonrestructurable
debt--is discussed in Appendix I, Box 1. Based on this, on a hypothetical
and illustrative basis, the effects of a stock-of-debt operation on Naples
terms at the beginning of 1995 are analyzed. 1/ For most of the countries,
this operation is assumed to entail a net present value (NPV) reduction of
67 percent of all pre-cutoff date debt owed to Paris Club creditors and
other official bilateral and private creditors, with the exception of debt
that has been previously rescheduled on concessional terms; the assumed
terms and coverage of this hypothetical operation are elaborated further in
Appendix I, Box 2.

A reduction in the stock of restructurable debt would result in a
lowering of debt service on restructured debts to well below 5 percent of
exports of goods and services in 1995 for all but three countries
(Appendix I, Table 2). 2/ With the current repayment profile, debt-service
obligations on this would rise at about 3 percent per annum in nominal
terms, which would be consistent with an unchanged or decreasing debt-
service ratio on restructured debt as long as nominal exports grow at a rate
of 3 percent.

l/ In the cases of Cameroon and Ethiopia, the debt-stock operation is
assumed to have taken place at the beginning of fiscal year 1994/95,
i.e., July 1994. 1In the case of Uganda, Appendix I, Table 2 shows the
result of the actual debt reduction agreement reached with Paris Club
creditors in February 1995,

2/ The exceptions are Guinea-Bissau (5 percent}, Nicaragua (15 percent),
and Zaire (9 percent}.
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Appendix I, Box 1. Low-Income Rescheduling Countries:
Structure of Debt Service in 1995

The structure of debt service for
27 low-income rescheduling countries is shown
in Appendix I, Table 2, which distinguishes
between payments due on nonrestructurable and
restructurable debts. The first category includes
debt to multilateral institutions (including the
IMF), post-cutoff date debt {including to non-
Paris Club official creditors), new borrowing,
gap financing, short-term debt, and other debts
which have been excluded from reschedulings,
such as debt owed by the private sector.
Obligations arising from previous reschedulings
on concessional terms (including with non-Paris
Club official creditors) are also classified as
nonrestructurable debt even though Paris Club
creditors have agreed to consider a rescheduling
of such debt on a case-by-case basis under
Naples terms. The category of restructurable
debt includes the remainder of pre-cutoff date
debt to Paris Club and other official bilateral
creditors {debt not previously rescheduled and
debt previously rescheduled on nonconcessional
terms) and debt 1o private creditors. Coverage
of debts to certain non-Paris Club official
creditors may be incomplete pending verification
of claims and resclution of disputed amounts.

Most countries with the highest
debt-servicing obligations face large obligations
on restructurable debt, owing mainly 1o previous
reschedulings on nonconcessional terms that had
relatively short %race and repayment periods.
Several countries' also face large obligations on
debt that was previously rescheduled on
concessional terms. By contrast, debt service on
post-cutoff date debt amounts to 4 percent or less

of exports of goods and services for most
countries, 2 reflecting the trend in recent years
toward increased concessionality in Dbilateral
lending. With a few exceptions (namely, Guyana
and Uganda) scheduled debt service to the IMF
remains a small fraction of total debt paymems.3
However, a number of countries face high debt-
service  obligations to other multilateral
institutions, which in some cases is partly
attributable to previous lending on nonconcessional
terms. Specifically, debt service due to multi-
laterals (excluding the IMF) is 15 percent of
exports or more for Bolivia, Guinea-Bissau,
Honduras, and Nicaragua, and ranges between
10 and 15 percent for Burkina Faso, Coéte
d’Ivoire, Guyana, Mauritania, Niger, and Uganda.

Debt service on nonrestructurable debt
from other sources amounts to 5 percent or less of
exports of goods and services in all countries with
the exception of Sierra Leone (22 percent) and
Angola, Cameroon, Ethiopia, Guinea, Guinea-
Bissau, Madagascar, and Mozambique (all around
10 percent). This debt mainly consists of loans
securitized on future oil receipts { Angola), lending
to the private sector (Guinea), loans exempted
from earlier reschedulings (such as 1o Ethiopian
Airlines), or short-term debt (Cameroon and
Sierra Leone).

lCamercnon, Mozambique, Nicaragua, Sierra
Leone, and Zambia.
The exceptions are Cote d’lvoire (6 percent),
Guinea-Bissau (17 percent), and Nicaragua (10 percent).
3Though. in some cases, deht-service payments to
the IMF are projected to rise rapidly in later years--see
below.
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Table 2. Low-Income Rescheduling Countries: Debt Service Indicators, 1995 1/2/

(In_percent of exports of goods and services) 3/

Country Scheduled debt service Debt service due
Nonrestructurable debt Restruc- Total after a hypothetical
Total Of which: turable stock-of-debt operation
IMF Other Post- PRD Other 5/ Debt 6/ Total  Of which: On
multi- cutoff concess. restructured
laterals date  terms 4/ debt
Angola 8/ 13 - - 2 - 11 3 L 15 3
Benin 10 1 5 - 4 8 18 11 1
Bolivia 28 2 18 2 4 2 14 42 28 1
Burkina Faso 13 - 10 - 3 - 5 18 14 -
Cameroon }/ 32 - 8 4 9 11 18 51 36 4
C.A.R. 15 3 7 3 1 1 10 25 16
Chad 18 3 6 3 4 2 - 13 18 —
Céte &'Ivoire 26 2 11 6 1 5 10 36 27 1
Equatorial Guinea 13 3 4 1 4 1 16 29 14 -
Ethiopia 7/9/ 18 - 8 - 3 8 10/ 24 42 19 1
Guinea 21 1 5 1 4 911/ 7 28 21 -
Guinea-Bissau 58 3 28 17 - 1! 44 103 63 5
Guyana 22 6 10 1 3 1 15 37 25 3
Honduras 26 3 15 4 2 3 3 30 27 1
Madagascar 29 2 4 4 11 27 56 30 1
Mali 13 2 1 3 1 21 35 14 1
Mauritama 18 2 12 1 2 1 14 32 19 1
Mozambique 49 4 8 4 24 9 67 116 52 3
Nicaragua 48 3 28 1e & 2 142 190 &3 15
Niger 16 - 12 2 k) - 15 31 18 2
Senegal i5 3 6 2 3 1 5 20 16 -
Sierra Leone 35 3 5 2 7 22 19 58 42 2
Tanzania 12/ 16 1 6 3 4 1 16 32 16 1
Togo 13 3 5 1 3 1 14 27 14 1
Uganda 7/ 25 5 1i 813 - - - 25 25 -
Zaire 12 3 7 - 1 - 59 71 2] 9
Zambia 19 2 9 2 - 18 37 21 1
Simple average 23 2 10 4 22 46 25 2

Source: IMF staff estimates.

1/ All 31 low-income countries that have not yet graduated from the rescheduling process (see Table 14 column 1), excluding Cambodia and
Hait as exit reschedulings and Liberia, Somalia, and Sudan due to lack of adequate data (e.g. on arrears composition); Uganda is included for
reasons of continuity and comparison.

2/ Coverage of debt owed to non-Paris Club official creditors is in some cases incomplete pending full information on claims from certain
creditors and resolution by debtors and creditors of disputed amounts.

3/ In some cases, in percent of exports of goods and nonfactor services.

4/ Previously rescheduled debt on Toronto terms or London terms.

5/ Includes borrowing after end-1994, short-term debt, gap financing, debt rescheduled on Naples terms, and other debt which have been
excluded explicitly or implicitly from rescheduling such as debt owed by the private sector.

6/ Inchudes pre—cutoff date debt to Paris Club, other official bilateral, and private creditors.

I/ For fiscal year 1994/95.

8/ Includes debt service on oil-securitized debt (5 percent of exports).

9/ Excludes debt service on ruble-denominated debt to Russia because of Jack of data.

10/ Includes debt service on Ethiopian Airlines’ debt (6 percent of exports).

11/ lncludes debt service on mining companies’ debt (3 percent of exports).
12/ In percent of exports of goods and services and private transfers.
13/ Includes estimated debt service on restructured debt following stock-of-debt operation granted in February 1995 (6 percent of exports).
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Appendix I, Box 2. Assumptions on Hypothetical Stock-of-Debt Operation1

The following are the key assumptions:

(i) For all countries, a 67 percent net
present value (NPV) reduction is assumed except
for Cameroon, Guinea, and Honduras where a
50 percent NPV reduction is assumed in line
with Paris Club guidelines.

{ii) Debt previously rescheduled on
concessional (Toronto or London) terms is not
assumed to be restructured (or "topped up").2

(1i1) Similar coverage is assumed to be
accorded to all pre-cutoff date ODA debt.3

(iv) Debt to non-Paris Club bilateral
creditors (including debt owed to Russiz) and to
private creditors is assumed to be dealt with in a
manner comparable with the debt to Paris Club
creditors.

Following such a stock-of-debt operation,
principal payments would initially be eliminated
or reduced to a very small fraction of the
restructured debt stock, while scheduled interest
payments would fall by roughly the amount of
the net present value reduction of the debt stock.
Specifically, if the stock-of-debt operation takes
the form of the debt reduction {(DR) option, the
initial debt service on the restructured debt would

be precisely 33 percent for a 67 percent reduction
in NPV terms. Assuming that the stock-of-debt
operation includes a debt-service reduction (DSR}
option (or a capitalization of moratorium interest
{CMI) optien), debt service in the first year after
such an operation would be slightly smaller than
one-third of originally scheduled interest. For
example, assuming proportions of a DR option, a
DSR option, and a CMI option, at 40 percent,
55 percent, and 5 percent respectively, and a
market interest rate of 10 percent, the ratio of debt
service after a 67 percent stock-of-debt operation
to originally scheduled interest is calculated at
28 percent.

lFor a further description of Naples terms, see
Chapter V.

2paris Club creditors have indicated that debt
previously rescheduled on Toronto terms may be included
in such an operation on a case-by-case basis, and in
exceptional cases, debt previously rescheduled on London
terms may be included.

Under Naplesterms, all pre-cutoff date ODA debt
would be eligible for inclusion in a stock-of-debt operation.
The exclusion of ODA debt previously rescheduled on
concessional terms in the exercise considered here thus
results in an overestimate of the debt service due after
restructuring. This assumption was made owing to data
fimitations.

The lowering of debt service following a stock-of-debt operation on

Naples terms would contribute significantly toward bringing the debt-service
profiles of these countries closer to their underlying payments capacities.
Overall debt service would decline to less than 20 percent of exports of
goods and services in 1995 for 13 of the 27 countries. In 9 other
countries, debt-service ratios would be between 20 and 30 percent.

Five countries would face overall debt-service ratios in excess of

30 percent; in two cases (Cameroon, Sierra Leone), servicing of short-term
debt accounts for a sizable portion of total obligations in 1995 and would
be projected to decline over the medium term assuming that new financing is
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on concessional terms. 1/ The remaining countries (Guinea-Bissau,
Mozambique and Nicaragua) face such large debt burdens that a 67 percent NFV
reduction would result in debt-service preofiles that would still appear to
be unsustainable relative to their payments capacities. On this basis,
these countries would not qualify for stock-of-debt operations under Naples
terms, as the operations could not be exit reschedulings.

3. Medium-term analysis for 14 selected low-income countries

a. Introduction

This section examines the impact of hypothetical stock-of-debt
operations on the medium- to long-term external positions of 14 countries
that have already been granted a stock-of-debt operation {Uganda), or could
be relatively early candidates for such an operation (Bolivia, Ethiopia,
Guinea, Guyana, Mauritania, Sierra Leone), 2/ or whose debt burden is
particularly difficult (Cdéte d'Ivoire, Honduras, Mozambique, Nicaragua,
Senegal, Tanzania, and Zambia). 3/ Appendix I, Tables 3-16 (the scenario
tables) present selected components of the medium-term balance of payments
for these countries and derive, on an illustrative and hypothetical basis,
the debt-service profile that would result from two scenarios: (i) continued
flow reschedulings on Naples terms and {ii) a debt-stock operation on Naples
terms. 4/

A debt-stock operation would need to be designed in a manner which
ensures that the resulting debt-service profile is consistent with the
attainment of a sustainable external debt burden. Appendix I, Box 3
describes the principal indicators used to assess external-debt
sustainability.

b. Key macroeconomic assumptions

Key macroeconomic assumptions are the current account balance excluding
interest, growth in GDP, and in exports of goods and services, and new
financing {(line 1 and the memcrandum items of the scenario tables). Annual
growth in real GDP ranging from 3 to 7 percent during this period (line 10
of each table) is assumed, reflecting strong adjustment efforts that would

1/ For Cameroon and Sierra Leone, overall debt service in 1995 is boosted
by deferred payments to Paris Club creditors arising from these countries’
1994 rescheduling agreements.

2/ See Official Financing for Developing Countries and their Debt
Situation, SM/95/224, 9/1/95, Table 4 for the dates envisaged under current
agreements for possible stock-of-debt operations.

3/ While there are several other countries facing heavy debt burdens
(such as Camerocon, Guinea-Bissau, and Madagascar), they have not yet
established the track records under IMF arrangements and Paris Club
rescheduling agreements required for early stock-of-debt operations.

4/ The first scenario is redundant in the case of Uganda, as it received
a stock-of-debt operation in February 1995.
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Appendix I, Box 3. External-Debt Sustainability

The external position of a country could
be considered sustainable if the country is
expected to be able to meet its external
obligations in full without future recourse to debt
rescheduling or relief or the accumulation of

be considered sustainable over the projection
period if:

. scheduled debt-service ratios were
declining to below 20-25 percent of exports of

arrears, over the medium or long term. goods and services;
Reducing the burden of current and future
obligations to sustainable levels could also . financing gaps were eliminated; and
eliminate a possible discentive effect on
investment and new capital inflows. » the ratios of the NPV of debt-to-
exports decline to below 200-250 percent of
The key indicators for assessing exports.1

sustainability could be:

. the ratio of scheduled debt service
to exports of goods and services;

. the external financing gap--after
allowing for projected inflows in the form of
grant receipts, loan disbursements, and any
commercial capital flows; and

. the ratio of the net present value
(NPV) of the debt to exports.

The levels of the above indicators that
could be considered sustainable vary from
country to country depending on specific
macroeconomic and other circumstances. As
important as the starting levels of such indicators
is their irend over the projection period. A
country’s external debt position might generally

The definition of sustainability used here
differs importantly from the normal Fund
definition of medium-term viability which
precludes recourse to further exceptional financing
(such as the use of Fund resources). Given the
heavy dependence of the heavily indebted poor
countries on continued aid inflows including those
of an exceptional nature, and the continued likely
need for future use of ESAF resources, it would
be extremely difficult for many of these countries
to reach viability defined to exclude exceptional
finance.

ack of necessary data--in particular on servicing
of existing debt beyond 2014--precluded an analysis of the
trends in NPV ratios in this paper. This would be
facilitated by a reconciliation of existing external debt-
service data maintained by Fund Area Departments with
data in the World Bank’s DRS.

result in a strengthening of savings, as well as structural reforms aimed at
addressing the vulnerability of these economies arising from their highly
concentrated export bases. Growth in exports of goods and services (line
of each table) in a number of cases is projected to be boosted by several
additional factors, which are described in Appendix I, Box 4., In
consequence, average growth in exports of goods and services is projected
be about 15 percent a year during 1995 and 1996, and subsequently to

decelerate to around 7 percent per annum by the year 2014, 1/

11

to

1/ These projections are broadly consistent with those contained in the
WEO,
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Appendix I, Box 4. Projections of Exports of Goods and Services, 1995-2014

Developments in exports are projected to In a number of countries, production is
occur in the context of generally modest  expected to be boosted by a significant expansion
increases in export prices, except for the major in capacity from the completion of major
coffee-producing countries (Ethiopia, Honduras,  investment projects such as in Mozambique

Nicaragua, Tanzania, and Uganda) where the  (natural gas and electricity during 1997-99) and
full-year effect of the surge in coffee prices that  Sierra Leone (diamond mining in 1997 and
took place in 1994 is expected to boost export  offshore cil drilling in 2000). Rapid export
growth to more than 10 percent during 1995. growth for the CFA countries (Coéte d’lvoire,
Rapid export growth in 1995 is also envisaged  Guinea, and Senegal) is envisaged over the next
for Zambia owing to increased copper prices. several years owing to increased competitiveness
following the 1994 devaluation of the CFA franc.
In several countries, exports are
envisaged to rebound from extremely low (war- By contrast, growth in export volume is
devastated) bases, such as in Mozambique and  projected to be lackluster in Zambia owing mainly
Sierra Leone; the projections in the [atter case  to the depletion of existing copper reserves.
assume the end of the civil war in 1996. In  Development of currently unexploited copper
Nicaragua, exports are projected to rebound reserves is assumed to occur over the next several
following a sharp decline that occurred during  years, but production from these reserves is not
the 1980s and early 1990s owing to civil war and  expected to occur before 2003,
economic mismanagement; at end-1994 the level

of exports in real terms was around one-third of For the remainder of the countries, annual
that during the late-1970s notwithstanding a  export growth in U.S. dollar terms is projected in
strong increase since 1992. the range of 5 to 7 percent during 1995-2014

{Appendix 1, Tabie 18).

Notwithstanding the assumption of strong adjustment efforts, large,
though declining, non-interest current account deficits are projected
through the year 2014 in most cases, owing in part to the need to sustain or
increase import levels te achieve targeted growth. Exceptions are
Cote d’'lvoire and Cuyana, where the non-interest current account is
projected to be near balance or in surplus during the projection peried; and
Honduras, Mauritania, and to a much lesser extent Senegal, where the non-
interest current account deficit is relatively modest., For Zambia, by
contrast, the non-interest current account deficit is projected to rise
somewhat from current levels as a result of low export growth.

These persistent non-interest current account deficits together with
debt-servicing obligations and the need to build reserves require continuing
sizable new financing inflows (line 12 of the scenario tables). 1In view of
these countries’ currently limited access to private financing sources and
their low payment capacities, these flows are envisaged to continue to be in
the form of grants and highly concessional financing from official sources.
Exceptions to this are Honduras and Mozambique, where borrowing from private
sources is projected; and Bolivia and Nicaragua, where borrowing on




- 65 - APPENDIX T

nonconcessional terms from regional multilateral institutions is

assumed. 1/2/ On average for these countries, growth in new financing

is projected at around 2 percent a year during 1995-2014, with declines in
real terms assumed in virtually all cases reflecting pressures on aid
budgets in donor countries. 3/ For all countries except Cote d'Ivoire,
Ethiopia, Mauritania, Senegal, Sierra Leone, and Zambia, the projections
assume some shift in new financing from grants to concessional lending, as
their external positions strengthen.

Other components of the balance of payments are assumed to be unchanged
for the purposes of this exercise, even though the recent experience of
countries that concluded agreements with their commercial bank creditors
suggests the possibility of increased access to both official and private
sources of financing.

c. Scheduled debt service

Total scheduled debt service, distinguishing between that on
restructurable and on nonrestructurable debt, is shown in section 2 of the
scenario tables. 4/ The financing gaps that would result in the absence of
debt restructuring are shown in line 7 (and summarized in Appendix I, Table
17). The scenario tables also illustrate the projected actual debt service
and financing gaps that would result for each country under two alternative
scenarios--continuous flow reschedulings on Naples terms and a stock-of-debt
operation; the results are broadly similar (Appendix I, Box 5).

d. Debt and financing situation before stock-of-debt operation

Although there are wide variations in individual circumstances, most of
these countries would not achieve sustainable debt burdens (as defined in
Appendix I, Box 3) by the year 2002 in the absence of a stock-of-debt
operation. Total scheduled debt service during 1995-2002 is projected to
vary substantially among the 13 countries 5/--from around 20 percent of

1/ 1In the case of Mozambique, this borrowing is envisaged to finance
large scale investment in a natural gas project during 1997-98, which is
expected to be reflected in higher exports.

2/ TFor 1995-97, projected external inflows are based, where available, on
policy framework papers covering this period. PFPs have been agreed with
the relevant country authorities and the Bank and Fund staffs for virtually
all of the 14 countries examined in this appendix.

3/ Increases in new financing inflows in real terms are projected only
for Guinea and Guyana. In the case of Guyana, the rapid growth reflects
indications by donors that continued external support (from a currently low
base} would be forthcoming in the context of further strong adjustment
efforts.

4/ In the case of Uganda, all debt service is considered
nonrestructurable following the stock-of-debt operation in February 1995.

5/ Excluding Uganda.
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Appendix 1. Tables 3 through 16 permit
a comparison of the effects of continuous
concessional flow reschedulings with stock-of-
debt operations that have the same degree of
concessionality in terms of net present value.
Projected actual debt service (lines 5 and 6 of the
tables) under both scenarios is broadly similar.
However, under aii cases, in the early years after
these operations, projected debt service after
stock-of-debt operations is higher than under
continuous flow reschedulings.1 In the outer
years debt service under stock-of-debt operations
is Jower than under flow reschedulings. The

crossover pomnt varies from country to country.

This pattern arises because interest falling

R ey povtraadd ot T
CULISULIAAIon

aue dur g the per lﬁd is
rescheduled under flow reschedulings: part of
this interest (the element not reduced in NPV

Appendix I, Box 5. Comparison of the Effects of Continuous Flow
Reschedulings and Stock-of-Debt Operations

standing which results in higher payments due
(and a growing debt burden) in later years,
assuming continuous flow reschedulings with
unchanged coverage. By contrast, under stock-of-
debt operations, payments of around one-third of
the originally due interest on restructurable debt
are due following such an operation assuming a
67 percent NPV reduction. This patiern is
reflected in higher financing gaps in the early
years after stock operations (line 9 of tables) than
after continuous flow reschedulings (line 8); in
later years the reverse can be observed.

I recognition of the higher debt service that
results in the early vears afrer a debt-stock operation

compared with a flow rescheduling, Naples terms provide
for a temporary rescheduling of these additional obligations

on & case-by-case basis.

terms) is capitalized and added to the debt out-

exports of goods and services in & countries (Céte d'Ivoire, Guinea,
Honduras, Senegal, Slerra Leone, and Tanzania), to around 30-40 percent in
5 countries (Bolivia, Ethiopia, Guyana, Mauritania, and Zambia), and two
outliers (Mozambique and Nicaragua) where debt service is over 80 percent
{Appendix I, Table 17). 1/ Total debt service is projected to decline
substantially in the following peried (2003-2014) to below 20 percent for
all countries except Guyana and Zambia (around 25 percent), and Mozambique
and Nicaragua (over 30 percent). This reflects the trend in recent years
toward increased concessionality in lending by multilateral and bilateral
creditors and the assumption that most new financing will continue to be on
such terms,

1/ The bulk of scheduled debt service during this period reflects
obligations to multilateral creditors, pre-cutoff date debt to official
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rescheduled on concessional terms (lines 3 and 4 of the scenario tables).
By contrast, servicing of post-cutoff date debt is projected to amount to

5 percent or less of exports of goods and services for all countries.
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On the basis of these medium-term projections, sizable financing gaps
are projected to exist through 2002--and in some cases well beyond--which

would need to be closed through further reschedulings of debt service on

concessional terms {(line 7 of the scenario tables). For some countries
(Ethiopia, Mauritania, Mozambique, and Nicaragua), the existence of
financing gaps through the year 2014 1ikely precludes the possibility of an
exit from the rescheduling process throuphout the projection period.

e. Effects of a hypothetical stock-of-debt
cperation on Naples terms

Notwithstanding the difficult balance of payments positions facing
these countries, the overall debt burdens could be eased substantially in
most cases by a stock-of-debt reduction, assuming that non-Paris Club
official bilateral creditors and private creditors provide comparable
treatment. Following a reduction in the stock ¢f restructurable debt on the
terms assumed, total debt-service ratios for all countries except Mozambique
and Nicaragua would be 25 percent or less in 1995-2002 and would fall to
16 percent or below during 2003-2014 (Appendix I, Table 17). As a result,
financing gaps would be largely eliminated for 8 of the 14 countries
concerned, namely, Bolivia, Guinea, Guyana, Honduras, Mauritania, Senegal,
Tanzania, and Uganda (Appendix ], Table 17, and line 9 of the scenario
tables). For Sierra Leone, financing gaps are projected to increase during
the three years (2000-2002) of heavy debt-service payments to the IMF
{Appendix 1, Table 13). For two additional countries, an elimination of
financing gaps could be achieved by a stock-of-debt operation, provided that
higher debt reduction is granted by Russia (in the case of Ethiopia) 1/ or
by commercial banks (in the case of Cote d'Ivoire). 2/

On the basis of these illustrative projections, the remaining countries
(Mozambique, Nicaragua, and Zambia) currently appear to have little prospect
of achieving sustainable debt burdens through a stock-of-debt operation on
Naples terms. Although overall debt-service ratios are projected to fall
sharply after such an operation, sizable financing gaps would remain even in
the context of strong and sustained adjustment efforts. For Mozambique and
Zambia, debt service arising from previous reschedulings on concessional
terms represents a sizable portion of nonrestructurable obligations and is
projected to rise substantially at the end of this decade. The debt burden
facing these countries could thus be alleviated somewhat by the inclusion in
a stock-of-debt operation of debt previously rescheduled on concessicnal
terms--as is provided for under Naples terms on a case-by-case basis

1/ As indicated in Appendix I, Table 5, the projections for Ethiopia
exclude ruble-denominated debt to Russia because of lack of debt-service
data. The inclusion of these obligations would result in an increase in
that country’s debt burden.

2/ Codte d'lvoire's debt to commercial banks (about USS$6 billion) is
assumed to be restructured at end-1%995 under an agreement that would result
in a NPV reduction of more than 67 percent. The servicing of the
restructured debt stock is included in line 3 of Appendix I, Table 4.



(line 9.a. of Appendix I, Tables 10 and 16). 1/ Zambia’'s external

poesition would remain difficult as repayments to the IMF following
completlion of the Rights Accumulation Program projected for end-19%95 and the
use of substantial ESAF resources would cause a sharp increase in the
overall debt-service ratio to levels of around 40 percent of exports during
2001-2004, with consequent financing gaps, as is discussed below. Nicaragua
faces an extremely large debt to Russia (as does--to a lesser extent--
Mozambique) and the attaimment of external wviability in these countries
would appear to require higher debt relief than provided for under Naples
terms.

R

These results are broadly consistent with those that can be derived
from the present value of debt-to-exports-ratios. For most countries, the
ratio of the net present value of scheduled debt-service on end-1994 debt to
that of exports (PV) would decline to 250 percent or less following a
stock-of-debt operation {Appendix I, Table 17, last column). 2/ For three
countries (Ethiopia, Mauritania and Uganda), PV ratios would decrease to
levels ranging between 280 and 305 percent, but PV ratios would still be
very high for Zambia (380 percent) and Nicaragua (425 percent).

As discussed in Appendix I, Box 3, the sustainability of a country’s
external position should be considered not only on the basis of the PV ratio
for one year, but alse in light of the trend over the projection period.

For countries with rapidly growing exports or where external borrowing has
been on increasingly concessional terms in recent years, PV ratios would
likely decline over time. In these cases, consideration of only the
current-year PV ratio would overstate the extent of the debt problem that
the country is likely to face over the medium to long term. Lack of data
precluded such an analysis for the projection period considered here.

f. Debt service to multilaterals

For some of these 14 countries, the attainment of external debt
sustainability is made difficult by sizable obligations to multilateral
institutions, particularly through the year 2002. The debt-service ratio on
multilateral debt (including on new borrowing) is projected to average in
excess of 15 percent of exports during 1995-2002 for Bolivia, Nicaragua, and
Uganda, and between 10 and 14 percent for Guyana, Honduras, Mauritania,
Mozambique, and Zambia (Appendix I, Table 17). 3/ Servicing of

1/ All of the 14 countries would clearly face a more comfortable
medium-term position If an extension of coverage were agreed in their case
to include debt previously rescheduled on Toronte terms and London terms.

2/ The ratio of the present value of future debt-service payments on
end-1994 debt (underlying line 6 of the scenario tables) to the average
present value of exports during 1995-2014 (based on line 11 of the scenario
tables) calculated at a discount rate of 7.27 percent (the OECD commercial
interest reference rate for the U.S§. dollar).

3/ 1In Nicaragua, the high debt service to multilaterals is attributable
to both large-scale lending by these institutions in recent years, as well
as the fact that part of this lending has been on nonconcessional terms.
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multilateral debt by these countries is projected to ease somewhat during
2003-14 owing to the concessional nature of such lending in recent years and
the relatively long maturities and grace period of these loans; debt-service
ratios are projected to average below 10 percent during this period for all
countries with the exception of Mauritania, Mozambique, Nicaragua, and
Uganda. The above analysis of the effects of a hypothetical stock-of-debt
operation suggests that this multilateral debt service would appear to be
manageable for all countries except Mozambique, Nicaragua, and Zambia in the
context of declining overall debt-service ratios and largely-eliminated
financing gaps.

For several countries with high projected debt-servicing obligations
to multilaterals, a large part is attributable to obligations te the
IMF., 1/ Five of the 14 countries face debt service to the IMF amcunting
to at least 5 percent of exports of goods and services during some years of
the projection period. Guyana faces debt service to the IMF of around
5 percent for the next six years: this would appear to be manageable in the
context of total debt service of sliphtly over 20 percent following a
stock-of-debt operation and no financing gaps. Debt service to the IMF by
Uganda is projected to increase from 5 percent of exports of goods and
services in 1994/95 to around 10 percent during 1996/97 through 1999/2000.
Although the overall debt-service ratio is projected to be relatively high
during this period (25 percent on average), this debt burden would appear to
be manageable in the context of no financing gaps and a comfortable
international reserves position. Mozambique faces debt service to the IMF
of 5 percent of exports in 1997 and 1998.

Both Sierra Leone and Zambia are projected to face a sharp increase in
debt service to the IMF around the turn of the century as a result of the
ESAF borrowing at the end of their Rights Accumulation Programs; in the case
of Zambia, the projection assumes the completion of the Rights Accumulation
Program and conversion to an ESAF by end-1995. Sierra Leone’s debt-service
obligations to the IMF are projected to rise to 7 percent of projected
exports during 2000-2002; while total debt service after a stock-of-debt
cperation rises as a result to 15 percent of exports and moderate financing
gaps emerge, these obligations might be manageable. The burden potentially
facing Zambia is more onerous, largely because of much larger accumulated
arrears and slower growth in exports. As a result, Zambia faces potential
debt service to the IMF peaking at 17 percent of exports in 2001, which
raises total debt service after a stock-of-debt operation to nearly
40 percent of exports and creates large financing gaps. This is also the
period of large payments to Paris Club creditors on debt previously
rescheduled on Toronto and London terms; assuming this debt service is
rescheduled to achieve a 67 percent NPV reduction, total debt service would
average 25 percent of exports during 2000-2002, but sizable financing gaps
would remain.

1/ Inciuding debt-service from undisbursed amounts under existing ESAF
arrangements,
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g. Sensitivity analysis

This section examines the sensitivity of these countries’ external
positions to alternative assumptions on export growth and the terms of new
financing. Under the first scenario, annual growth in exports of goods and
services is assumed to be one percentage point lower, which by the end of
the projection period would result in exports more than 20 percent lower
than under the base case. 1/ If no other adjustment occurred, this would
result in a considerable deterioration in these countries' external current
account balances (Appendix I, Table 18). On average, the non-interest
current account deficit as a share of exports of goods and services would be
6 percentage points higher during 1995-2002 and 14 percentage points higher
during 2003-2014 than in the baseline scenario. For half of the countries
(Cote d'Ivoire, Guinea, Guyana, Honduras, Mauritania, Senegal, and
Tanzania), the noninterest current account deficit would increase during the
projection peried on the basis of this assumed lower export growth. This
does not necessarily mean that sustainability would be threatened in all
cases. In many cases, countries could adjust, for example, by lowering
imports or shifting more resources to the export sector, though in some
cases this could be at the expense of potential growth. These issues would
have to be explored further in a country-specific sustainability analysis.
Some countries--such as Ethiopia, Honduras, Sierra Leone, and Zambia--are
more vulnerable to external shocks because their export base is less
diversified than in other countries--such as Bolivia, Cote d'Ivoire, Guyana,
and Tanzania.

In the second scenario, the interest rate on all lending taking place
after end-1994 is assumed to be one-percentage point higher than in the base
case. 2/ This would alsc result in a worsening of the medium-term balance
of payments prospects of these countries (Appendix I, Table 19). In the
absence of other changes, overall debt-service ratios following a stock-of-
debt operation would, on average, be two percentage points higher during
2003-2014 than in the base case; these increased debt-servicing needs would
result in higher financing gaps throughout the projection horizon. As noted
above, this does not necessarily mean that sustainability would be
threatened in all cases.

h. Conclusions

A number of bread conclusions emerge from this partial analysis of debt
sustainability (as defined in Appendix I, Box 3) which are subject to the
caveats noted above about the tentative nature of the underlying scenarios.

. Most of these 14 low-income rescheduling countries face extremely
high scheduled debt-service burdens. As a result of these difficulties,
graduation from the rescheduling process remains a distant prospect and
there appears to be little realistic alternative to resolution of these

1/ For base case assumptions, see columns 1 and 3 of Appendix I,
Table 18.

2/ For base case assumptions, see column 1 of Appendix I, Table 19.
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difficulties through a restructuring of the stock of debt. According to the
hypothetical exercise considered in this chapter, such a restructuring of
the stock of debt would contribute significantly toward bringing debt-
service profiles closer to these countries’ underlying payments capacitiles,
provided that comparable treatment is provided by non-Paris Club official
bilateral creditors and private creditors.

. The medium-term external positions of these 14 countries are
projected to remain very difficult and most would not achieve sustainable
debt burdens over the next decade in the absence of a stock-of-debt
operation. Following a reduction on Naples terms in the stock of
restructurable debt to bilateral and commercial creditors, the need for
additional exceptional financing would be largely eliminated for all but
three of these countries. Those three countries (Mozambique, Nicaragua, and
Zambia) face such large debt burdens that a stock-of-debt operation on
Naples terms would not result in debt-service profiles that would appear to
be sustainable, though the external positions of Mozambique and Zambia could
be eacad further by more generous coverage of pre-cutoff date debt owed to
Paris £lub creditors.

. Many of these 14 countries face sizable obligations to
multilateral institutions (including to the IMF), particularly through the
year 2002, This multilateral debt burden would appear to be sustainable
following a stock-of-debt operation for all 14 countries with the exception
of Mozambique, Nicaragua, Zambia, and possibly Sierra Leone. In Mozambique
and Nicaragua, obligations to multilaterals are projected to account for a
relatively small portion of total debt service, and a resolution to the
overall debt burden would require larger debt and debt-service reductions by
official bilateral creditors.

. The external positions of these 14 countries are highly sensitive
to assumptions on export growth and the terms of nmew financing. Lower
export growth or more expensive new financing would result in a worsening of
medium- to long-term balance of payments prospects.

. The need to finance large non-interest current account deficits
and scheduled debt-service obligations would require continued large net
resource flows on concessional terms even in the context of a stock-of-debt
reduction. Although a definitive exit restructuring would likely result in
improved access to capital flows, both the magnitude of these resource
requirements and the limited payment capacities of these 14 countries
severely limit the role of debt-creating flows on nonconcessional terms.



Table 3. Bolivia: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1698 1999 2000 2001 2002 2014 19952002 2003-2014
(In pescent of exports of goods and services)
1. Non-interest current account deficit (- surplus) 317 47 47 33 28 22 16 15 7 31 11
2. Total scheduled debt service 42 38 33 ki 27 24 23 22 g 30 12
3. Nonrestructurable debt 28 28 26 24 24 23 22 21 8 24 12
Fund 2 3 3 3 2 2 2 2 - 2 -
Other multilaterals 18 19 17 14 12 10 9 8 i 13 3
Previously rescheduled
an Toronto and London terms 4 3 3 3 4 3 3 3 1 3 3
New borrowing -~ 1 2 3 4 5 5 6 5 3 5
(Of which: multilateral) -} ) 2) @ 3) k) 3 @ 3) (2 @
Other L/ 3 2 2 2 2 2 2 3 1 2 2
4. Restructurable debt 5/ 14 9 7 6 3 2 ] 1 ~ 5 -
Principal 12 3 6 5 3 i 1 1 - 5 -
Interest 2 2 1 1 - - - - - 1 -
Projected gcmal debt service
5. After continuous flow rescheduliags 2/ 27 28 26 24 24 23 22 21 8 24 12
Of which: on restructured debt - 1 [ i 1 1 1 1 1 1 |
6. After 67 percent NPV stock operation 3/ 8 28 26 24 23 22 2 20 7 24 il
Of which: on restructured debt 1 1 1 1 - - -- - - - -
la millions of U.S. dollars)
Financing gap (-:surplus)
7. Before debt restructuring 4/ 18¢ 130 107 85 55 - - - - 70 -~
8. After continuous flow reschedulings 2/ -1 s 11 -2 - -28 -28 -30 1 9 -13
9. After 67 percent NPV stock operation 3/ 2 4 7 -8 -3 -7 -39 -43 -0 -15 -35
(Percent change)
Memorandum items:
1¢. Constant-price GDP 5 5 S & 5 5 5 5 5 5 5
11. Exports of goods and services (US$ terms) 3 5 8 10 7 7 7 7 7 7 7
12. New financing & -16 -3 1 1 1 i 1 1 -1 1
Grants -2 -14 -3 - - - - - - -2 -
Loans 3 -18 -3 1 1 1 1 1 1 - i
13, Multilateral debt service
(in percent of exports of goods and services) en @ @y g% (n (16 44 a3 5 (18} )

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place on Jannary 1, 1995,

4/ Assumes 1995 Paris Club agreement and debt relief from Argentina is not in force,

5/ Includes debt to Brazil,
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Table 4. Coéte d’Ivoire: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1998 1999 2000 2001 2002 2014 1995-2002 2003-2014
(In percent of exports of goods and services)
1. Non-interest current account deficit (-: surplus) -8 -6 -1 -1 -- 1 2 2 4 -1 2
2. Total scheduled debt service 35 30 25 21 1% 19 18 17 ] 23 k4
3. Nonrestructurabie debt 26 21 18 14 14 14 i3 13 6 16 B
Fund 2 1 1 - - 1 1 - - 1 -
Other multilaterals 11 10 9 8 6 5 3 3 - 7 1
Previously rescheduled
on Toronto and London terms 1 1 1 1 1 1 1 1 1 1
New borrowing 1 1 1 1 2 4 5 6 4 3 5
(Of which: multilateral) --) - -) €3] (1) 1) ¢y (1) ) (1) 1)
Other 1/ 11 8 6 3 4 3 3 2 - 8 3
4. Restructurable debt 10 9 8 8 6 5 5 4 - 7 1
Principal 6 5 5 6 4 4 4 4 - 5 1
Interest 4 4 3 2 2 1 1 1 - 2 -
Projected actual debt service
5. After continuous flow reschedulings 2/ 26 22 18 14 15 15 14 14 6 17 9
Of which: on restructured debt - 1 i 1 i i 1 i i i i
6. After 67 percent NFV stock operation 3/ 27 22 19 15 15 15 14 14 6 18 8
Of which: on restructured debt 1 1 1 1 1 1 1 1 - 1 1
(In_millions of U.S. dollars)
Financin -:surplus
7. Before debt restructuring ¢4/ 419 374 270 332 232 237 243 224 -83 292 7
8. After continuous flow reschedulings 2/ 12 22 -51 -17 -5 2 11 19 66 -1 50
9. After 67 percent NPV stock operation 3/ 50 50 -34 =7 -4 6 -5 -6 -4 5 -4
(Percent change)
Memorandum items:
10. Constant-price GDP & 7 6 6 6 & & & 7 6 7
11. Exports of goods and services (US$ terms) 19 7 7 8 7 7 8 8 9 9 9
12. New financing -19 - -17 -2 -5 -11 - - 15 -7 3
Grants 146 14 28 9 ~11 -11 -1¢ -10 -10 19 -10
Loans 123 -1 221 -4 -4 -11 1 1 16 -8 3
13. Mulalateral debt service
{In percent of exports of goods and services) (14) (12) {10} (8) )] 6 (3] 5 ) 3 ()]

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, gap financing, and debt service to commercial banks following a debt-restructuring agreement that is

assumed to be reached at end-1995.

2/ On Naples terms according to terms described in Appendix 1, Box 2,

3/ Assumed to take place on January 1, 1995.

4/ Assumes 1994 Paris Club agreement is not in force.
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Table 5. Ethiopia: Medium-Term Debt Service Profile, 1994/95-2013/2014 6/

Average Average
1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02 2013/14 1994/95- 2002/03-
2000/02  2013/14

{In percent of exports of goods and services)

1. Non-interest current account deficit (-; surplus) 70 46 70 64 49 49 43 41 20 54 29
2. Total scheduled debt service 42 37 33 34 39 35 32 29 9 35 15
3. Nonrestructurable debt 18 20 21 22 26 24 22 21 6 22 11
Fund - - -~ - 1 1 1 1 - 1 -
Other multilaterals 8 8 8 9 10 9 8 8 3 9 5
Previously rescheduled
on Toronto and London terms 3 2 2 2 2 2 2 2 1 2 2
New borrowing 1 5 3 1 2 3 3 3 1 3 2
(Of which: multilateral) ) ) ) ) “) -) ) -) “ =) )
Other 1/ 1 5 8 9 11 9 8 8 2 7 9
4. Restructurable debt 24 16 12 12 12 1] g B 2 13 4
Principal 19 13 10 10 10 10 8 6 2 11 3
Interest 5 3 2 2 2 2 1 1 1 2 1
Projected actual debt service
5. After continuous flow reschedulings 2/ 19 21 22 23 28 25 24 23 8 23 13
Of which: on restructured debt 1 1 1 2 2 2 3 3 2 2 3
6. After 67 percent NPV stock operation 3/ 19 21 21 23 27 24 22 21 6 22
Of which: on restructured debt 1 1 1 1 1 1 I 1 1 i 1
(In_millions of U.S. dollars)
Financing gap (-:surplus)
7. Before debt restructuring 4/5/ 672 50 9¢ 71 66 64 38 51 65 s1% 75
8. After continuous flow reschedulings 2/5/ 500 -98 -26 -34 -15 -36 -49 -23 54 -39 7/ 40
9. After 67 percent NPV stock operation 3/3/ 504 97 -30 -40 -45 -49 -66 -43 5 -46 1/ -1
(Percent change)
Memeorandum items:
10. Constant-price GDP 6 6 6 6 6 6 6 6 6 6 6
11. Exports of goods and services (US$ terms) 26 27 8 6 -3 7 9 9 10 10 9
12. New financing 6 -4 33 -12 ~18 [ -1 -1 - 1 -
Grants 54 -10 3 3 -1 -1 -1 -1 1 6 -
Loans -25 4 67 =22 -34 16 -1 -1 -1 - -1
13, Multilateral debt service
{In percent of exports of goods and services) (8) 8) (8) e} {(11) an {10) {9 3 (C)] (B3]

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, gap financing, and debt owed by Ethiopian Airlines.

2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place at beginning of 1994/95,

4/ Assumes 1992 Pans Club agreement is not in force.

5/ For 1994/95 includes the clearance of US$590 mullion in arrears to non-Paris Club official creditors, all of which are projected to be restructured.
6/ Excludes debt service on ruble-denomonated debt to Russia because of lack of debt-service data.

7/ Excludes arrears clearance.
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Table 6.

Guinea: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1998 1999 2000 2001 2002 2014  1995-2002 2003-2014
{In_percent of exports of goods and services)
1. Non-interest current account deficit (-; surplus) 31 26 26 26 18 19 19 17 14 23 17
2. Total scheduled debt service 28 25 23 22 20 i9 20 19 i5 22 16
3. Nonrestructurable debt 21 21 21 21 18 18 19 18 14 20 15
Fund 1 1 1 1 1 1 1 1 - 1 -
Other multilaterals 5 4 4 4 3 3 3 3 1 4 2
Previously rescheduled
on Toronto and London terms 3 4 4 3 3 2 2 1 3 3
New borrowing 2 2 2 2 3 5 5 9 3 7
(Of which: multilateral) (1) 0] 2) ) ) @ @ @ )] 2) (6)
Other 1/ 11 i1 10 8 8 7 7 3 11 8
4. Restructurable debt 7 3 2 1 2 2 2 1 - 3 1
Principal 6 3 1 1 2 2 2 1 - 2 1
Interest 1 - - - - - - - - - --
Projected actual debt service .
5. After continuous flow reschedulings 2/ 21 22 22 21 18 18 19 18 15 20 15
Of which: on restructured debt - -- - - 1 1 1 1 | - 1 s
6. After 50 percent NPV stock operation 3/ 21 22 21 21 18 17 18 17 14 20 14 |
Of which: on restructured debt - - - - - - - - - - -
(In_millions of U.S. dollars)
Financing gap {(-:surplus
7. Before debt restructuring 4/3/ 245 14 4 2 2 1 - -- - 86/ -
8. After continuous flow reschedulings 2/5/ 195 -12 9 -9 -21 -18 -18 -19 -3 -10 6/ -11
9, After 50 percent NPV stock operation 3/5/ 195 -13 -10 -12 -25 -23 -24 27 -28 -13 6/ -27
{Percent change)
Memorandum items:
10. Constant-price GDP 5 5 5 5 5 5 5 5 5 5 5
11. Exports of goods and services 13 13 7 6 15 5 7 9 8 10 8
12, New financing 18 18 6 12 -5 5 2 k) 8 7 7
Grants 23 - 9 7 -- 6 -1 -6 8 5 8
Loans 13 34 4 16 -8 4 4 9 8 10 7
13. Multilateral debt service
(In percent of exports of goods and services) (8) 6) ()] 7 6) (N (8) (8) 9) N (8)

Source: IMF staff estimates.
Includes post-cutoff date debt, short-term debt, private sector debt, gap financing, and debt owed by mining companies.
On Naples terms according to terms described in Appendix 1, Box 2.

Assumed to take place on January 1, 1995,
Assumes 1995 Paris Club agreement is not in force.

For 1995, includes US$190 million in clearance of arrears to non-Paris Club official bilateral creditors, all of which are projected to be restructured.

Excludes arrears clearance.
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Table 7.

Guyana: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1998 1999 2000 2001 2002 2014  1995-2002 2003-2014
(In_percent of exports of goods and services)
1. Non-interest current account deficit {-: surplus) 3 1 1 2 1 - -2 -1 -4 1 -5
2. Total scheduled debt service 37 34 31 29 25 30 35 33 19 32 25
3. Nonrestructurable debt 22 20 20 18 16 21 19 18 19 19 18
Fund 6 5 6 4 4 5 3 3 - 5 1
Other multlaterals 10 9 9 8 7 9 8 7 2 8 4
Previously rescheduled
on Toronto and London terms 3 3 3 2 2 4 4 3 1 3 3
New borrowing - - 1 1 1 1 2 2 8 1 6
(Of which: multilateral) -) ) ) - - n (1) (1) 5) --) 3
Other 1/ 3 2 2 3 2 2 2 2 B 2 2
4. Restructurable debt 15 14 12 il g 9 17 16 - 13 7
Principal 5 5 4 3 2 3 11 10 - 5 5
Interest 10 9 8 7 7 6 6 5 - 7 2 |
Projected actual debt service -
5. After continuous flow reschedulings 2/ 22 21 20 19 17 22 20 19 6 20 11 |
Of which: on restructured debt -- 1 1 1 2 2 p 3 4 1 4
6. After 67 percent NPV stock operation 3/ 25 23 22 20 18 23 20 19 2 21 9
Of which: on restructured debt 3 3 3 3 3 2 2 2 2 3 2
(In_millions of U.S. dollars)
Financing gap {-:surplus)
7. Before debt restructuring 49 56 49 50 42 47 94 100 - 61 19
8. After continuous flow reschedulings 2/ -20 -10 -9 -6 -7 -5 -7 2 -156 -8 -111
9. After 67 percent NPV stock operation 3/ -9 -1 -1 1 -1 - -5 1 -202 -2 -133
(Percent change)
Memorandum items:
10. Constant-price GDP 6 3 3 3 K] 3 3 3 3 3 3
11.  Exports of goods and services (US$ terms) 22 & 7 5 4 5 6 4 4 7 5
12. New financing 63 k) -6 1 1 5 4 3 7 9 5 .
Grants 44 -31 - 11 - 10 - - 5 4 5 o
Loans 68 9 7 - i 4 4 4 7 10 5 o
13. Multilateral debt service %
{In percent of exports of goods and services) (16) (15) (14) (12) (12} (14) (12) (11) 7) (133 8) ;
—

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place on Januvary 1, 1995,



Table 8. Honduras: Medium-Term Debt Service Profile, 1995-2014

Average  Average
1995 1996 1997 1958 1599 2000 2001 2002 2014 1995-2002 2003-2014

(In_percent of exports of goods and services)

1. Non-interest current account deficit (-: surplus) -1 -1 1 2 3 4 4 5 5 2 5
2. Total scheduled debt service k1] 27 26 24 22 20 17 16 7 23 10
3. Nonrestructurable debt 26 25 24 22 21 19 17 15 7 21 10
Fund 3 3 1 - - - 1 1 - 1 -
Other multilaterals 15 16 15 14 13 11 9 8 1 12 3
Previously rescheduled
on Toronto and London terms 2 2 2 2 2 2 1 1 - 2 2
New borrowing - 1 1 2 2 2 2 2 5 2 5
(Of which: multilateral) -) -) 1) (1) 1) M 1) 4y -} (1) -)
Other 1/ 6 4 4 4 4 4 4 3 - 5 4
4. Restructurable debt 3 3 2 2 1 1 1 1 - 2 1
Principal 2 2 1 1 1 1 - - - 1 1
Interest 1 1 1 1 1 1 - - - 1 -
Projected actual debt service
5. After continuous flow reschedulings 2/ 26 25 24 23 21 20 17 16 7 22 16
Of which: on restructured debt - - - - - - - 1 1 - 1
6. After 50 percent NPV stock operation 3/ 27 25 24 23 21 20 17 16 7 22 10
Of which: on restructured debt 1 1 1 1 1 1 1 - - 1 -
(In_millions of U.S. dollars)
Financing gap {(-:surplus)
7. Before debt restructuring 4/3/ 257 37 37 37 52 42 17 - - 23 &/ -
8. After continuous flow reschedulings 2/5/ 205 -4 6 11 34 30 14 -2 25 56/ 1
9. After 50 percent NPV stock operation 3/5/ 212 1 9 13 35 31 14 -2 12 76/ -8
(Percent change)
Memorandum items:
10. Constant-price GDP 5 5 5 5 5 5 5 5 5 5 5
11. Exports of goods and services (U.S. dollar terms) 33 5 -5 4 7 7 7 7 7 g 7
12. New financing 17 -12 -6 -1 -5 5 - 6 2 1 3
Grants 3 - - - - - - -- - - -
Loans 22 -16 -7 -2 -7 8 - 8 2 1 4
13. Muldlateral debt service
(In percent of exports of goods and services) (18) 19 anh (15) (14) (12) (1) 9) (1) (14) )

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2,

3/ Assumed to take place on January 1, 1995.

4/ Assumes 1992 Paris Club agreement is not in force.

5/ For 1995 includes the clearance of $248 million in arrears to non-Paris Club official bilateral creditors and suppliers, of which US$213 million is projected to be
restructured.

6/ Excludes arrears clearance in 1995,

_LL_.
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Table 9. Mauritania: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1998 1999 2000 2001 2002 2014 1995-2002 2003-2014

(In_percent of exports of goods and services)

1. Non-interest current account deficit (-: surplus) 6 5 3 1 1 2 3 3 1 3 3
2. Total scheduled debt service 32 33 33 3 30 28 22 23 16 29 18
3. Nonrestructurabie debt 18 19 18 17 17 17 17 16 i3 17 i4
Fund 2 2 2 1 2 2 1 1 — 2 -
Other multilaterals 12 13 12 11 10 9 9 9 5 11 7
Previously rescheduled
on Toronto and London terms 2 2 2 2 2 2 2 2 1 2 2
New borrowing 1 1 i I 1 2 2 3 6 i 4
(Of which: multilateral) =) -} (1) (1} ¢ 1) 2) 1¢3] 4) (1) Q)
Other 1/ 1 2 2 2 2 2 2 2 1 2
4. Restructurable debt 4/ 14 14 15 14 13 11 7 6 3 12 4
Principal 9 9 10 9 8 7 4 4 2 8 3
Interest 5 5 4 5 4 4 3 3 1 4 2
Projected actual debt service
5. After continuous flow reschedulings 2/ 18 20 19 19 19 19 19 18 16 19 16
Of which: on restructured debt - 1 1 1 2 2 2 2 3 1 3
6. After 67 percent NPV stock operation 3/ 1% 20 19 18 18 18 17 17 13 18 15
Of which: on restructured debt 1 1 1 1 1 1 1 1 1 1 1
{In_millions of U.S. dollars)
Financing gap {-:surplus}
7. Before debt restructuring 5/ 207 110 94 76 60 48 59 25 1 52 6/ 10
8. After continuous flow reschedulings 2/5/ 142 46 20 4 -8 -10 21 -5 -4 6 &/ -7
9. After 67 percent NPV stock operation 3/5/ 146 48 20 2 -12 -16 19 -15 -34 4 6/ =27
{(Percent change)
Memorandum items:
10, Constant-price GDP 4 4 5 5 5 5 5 5 5 4 5
11. Exports of goods and services (U.S. dollar terms) 12 4 8 8 6 6 7 6 5 7 6
12. New financing -25 -7 5 3 5 12 4 4 4 - -
Grants 4 -7 5 3 4 13 3 2 5 4 -
Loans -53 -6 7 3 6 8 5 7 4 -3 1
13. Multilateral debt service
(In percent of exports of goods and services) (14) (16) (14) (13) (13) (12) 12) (12) 9 (13) (10)

Source: IMF staff estimates.

1/ Includes post-cutoff date debt to Paris Club creditors, private sector debt, and gap financing.
2/ On Naples terms according to terms described in Appendix 1, Box 2.
3/ Assumed to take place oa January 1, 1995,
4/ Includes all debt to non-Paris Club official creditors, and passive debt.
3/ For 1995 includes the clearance of US$156 million in arrears to non-Paris Club official creditors and private creditors. Assumes 1995 Paris Club rescheduling
agreement is not in force.
6/ Excludes arrears clearance in 1995,

_gd._
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Table 10. Mozambique: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1998 1999 2000 2001 2002 2014  1995-2002 2003-2014

(In_percent of xuorts of goods and services)

1. Non-interest current account deficit {-: surplus) 143 128 126 90 55 51 46 41 14 85 26
2. Total scheduled debt service 116 23 84 82 67 72 64 58 22 80 32
3. Nonrestructurable debt 49 51 56 55 55 62 56 52 21 55 30
Fund 4 4 5 5 4 4 3 2 - 4 -

Other multilaterals 8 9 8 7 6 6 5 6 1 7 3

Previously rescheduled

on Toronto and London terms 24 23 21 17 18 26 22 19 2 23 20

New borrowing 1 2 9 15 16 15 14 13 11 11 13
(Of which: multilateral) 1) (2) (2) 3) 3) £)) 3) 4) ®) 3) N

Other 1/ 13 14 13 12 11 11 12 11 7 13 11

4. Restructurable debt 67 42 28 27 12 9 8 7 - 25 1
Principal 57 35 23 20 9 8 7 6 - 21 1

Interest 10 7 5 7 3 1 1 1 - 4 -

Projected actuat debt service

5. After continuous flow reschedulings 2/ 51 54 52 52 53 60 54 50 18 53 28
Of which: on restructured debt 2 3 3 3 3 3 3 3 2 3 2
6. After 67 percent NPV stock operation 3/ 52 54 51 51 51 58 52 47 16 52 26
Of which: on restructured debt 3 3 2 2 2 1 1 1 1 2 1
Ga. After 67 percent NPV stock operation
assuming greater coverage 3/5/ 39 41 37 38 37 35 32 29 15 36 21
(In_millions of U.S. dollars)
Financin -:surplus
7. Before debt restructuring 4/ 327 318 286 326 262 340 320 320 30 312 155
8. After continuous flow reschedulings 2/ 38 106 114 120 145 237 220 220 -73 150 83
9. After 67 percent NPV stock operation 3/ 42 105 108 108 130 219 198 195 -138 138 37
9a. After 67 percent NPV stock operation i
assuming greater coverage 3/5/ -14 40 32 24 14 5 -3 -11 -189 11 -44

(Percent change)

Memorandum items:

10. Constant-price GDP 4 5 7 9 9 6 6 6 6 7 6
11. Exports of goods and services (U.S. dollar terms) 1 13 21 27 20 10 12 11 9 14 9
12. New financing -17 -3 17 1 -11 5 i 1 - -1 1
Grants -23 2 2 2 2 2 2 2 i -1 2
Loans 2 -12 47 - -28 12 2 2 -1 2 -1
13. Multilatera] debt service
(In percent of exports of goods and services) a2 (15) (16) (15 13 13 a2y (12) 4))] (13) (10

._6[_
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Source: IMF staff estimates. .
1/ fInciudes post-cutoff date debt, short-term debt, private sector debt, and gap financing.
2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place on January 1, 1995.

4/ Assumes 1994 Paris Club agreement is not in force.

5/ To inciude debt previously rescheduled on Toronto and London terms.



Table 11.

Nicaragua: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995 1996 1997 1998 1999 2000 2001 2002 2014 1995-2002 2003-2014
(In_percent of exports of goods and services)
1. Non-interest current account deficit (-: surplus) 75 65 58 50 41 36 33 31 4 49 14
2. Total scheduled debt service 190 115 124 93 81 v 53 52 21 97 32
3. Nonrestructurable debt 48 39 45 41 39 K} 37 38 18 41 26
Fund 3 2 - - - 1 3 4 -- 2 1
Other multilaterals 28 22 19 18 15 13 11 9 -- 17 2
Previously rescheduled
on Toronto and London terms 6 - 6 6 5 4 3 3 1 4 4
New borrowing - 2 5 7 10 12 15 16 15 9 17
(Of which: multilateral) ) (2) (4) (5) (8) (10) (11) {13) (12) Q) (14)
Other 1/ i2 13 15 9 g 7 6 6 3 13 7
4. Restructurable debt 142 76 79 52 42 34 16 14 3 57 7
Principal 89 56 66 42 34 28 14 3 2 43 6
Interest 53 20 13 10 8 6 1 1 - 14 -
Projected actual debt service
5 After continuous flow reschedulings 2/ 52 44 51 48 46 46 45 46 24 47 32
Of which: on restructured debt 4 6 8 9 9 9 9 9 7 8 8
6 Afier 67 percent NPV stock operation 3/ 63 52 56 52 48 47 46 46 23 5 32
Of which: on restructured debt 15 14 13 12 11 10 10 9 5 12 7
Financing gap {-:surplus)
7. Before debt restructuring 4/ 4903 445 503 368 333 298 182 200 44 310 5/ 138
8. After continuous flow reschedulings 2/ 22 3 40 50 60 68 109 140 134 65 153
9, After 67 percent NPV stock operation 3/ 81 78 73 78 78 77 114 142 95 90 133
(Percent change)
Memorandum items:
10. Constant-price GDP 4 5 5 6 6 6 6 6 6 6 6
11. Exports of goods and services (U.8. dollar terms) 19 9 9 10 12 11 8 8 6 1 8
12. New financing -8 -9 2 1 - - -2 = - -2 -
Grants -18 -17 - - - - -3 -- - -5 ]
Loans -1 -5 3 1 - - -2 - - - -
13. Mululateral debt service
(In percent of exports of goods and services) (31) (26) (24) (24) (24) (24) (25) (26) (12) 25 (an

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2,

3/ Assumed to take place on January 1, 1995.
4/ Assumes 1995 Paris Club agreement is not in force.
5/ Excludes US$4136 million in arrears clearance in 1995.

_08_
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Table 12.

Senegal: Medium-Term Debt Service Profile, 1995-2014

Average  Average
1995 1996 1997 1998 1999 2000 2001 2002 2014  1995-2002 2003-2014
(In_percent of exports of goods and services)
1. Non-interest current account deficit (-: surplus) 15 15 14 13 13 11 11 10 6 13 7
2. Total scheduled debt service 20 19 19 16 14 14 13 12 ] 16 8
3. Nonrestructurable debt 15 14 15 14 12 12 12 11 5 i3 7
Fund 3 3 4 4 2 1 2 2 - 3 -
Other multilaterals 6 6 5 5 4 5 4 4 i 5 2
Previously rescheduled
on Toronto and London terms 2 2 2 2 2 3 3 2 1 2 3
New borrowing - 1 H 1 1 1 1 1 3 1 2
(Of which: multilateral) - )] (1 1) M) () &Y ) ) ) @)
Other 1/ 3 3 3 2 2 2 2 2 1 3 2
4. Restructurable debt 5 4 3 2 2 2 1 H - 3 1
Principal 4 4 3 2 2 1 i 1 - 2 -
Interest 1 1 1 - - - - - - 1 -
Projected actual debt service |
5. After continuous flow reschedulings 2/ 15 14 i5 14 12 12 12 11 & 13 8 o
Of which: on restructured debt - - - - - - 1 1 1 - 1 =
6. After 67 percent NPV stock operation 3/ 15 i5 15 14 12 12 12 i1 5 13 7 |
Of which: on restructured debt —- - - - - - - - - - —
(In_millions of U.S. dollars)
Financing gap {(-:surplus)
7. Before debt restructuring 4/5/ 174 141 70 14 14 17 16 15 2 38 &/ 4
8. After continuous flow reschedulings 2/5/ 97 ri| 15 -24 -21 -9 -5 -5 11 36/ 1
9. After 67 percent NPV stock operation 3/5/ 100 71 14 -26 -24 -14 -11 -12 -7 16/ -12
{Percent change)
Memorandum jtems:
10. Constant-price GDP 5 5 5 5 5 5 5 5 5 5 5
11. Exports of goods and services (U.S. dollar terms) 11 5 5 7 5 5 6 6 5 6 5
12. New financing -16 -13 1 1 1 - - - - -3 -1
Grants -19 -6 2 2 2 1 - - - -2 -1
Loans -10 -24 -1 -1 -1 -1 - - - -5 -1 .
13. Multilateral debt service ~
(In percent of exports of goods and services) (10) ($14)] (10) %) N ] 7 Q) ) 3] () 'Eg
S
r—~
Source: IMF staff estimates. |:><
| =

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place on January 1, 1995,

6/ Excludes arrears clearance in 1995.

4/ Assumes 1995 Paris Club agreement is not in force.
5/ For 1995, includes US$85 million in arrears clearance to official bilateral creditors through cash payments.



Table 13. Sierra Leone: Medium-Term Debt Service Profile, 1995-2014

Average Average
1995-2002 2003-2014

(In_percent of exporis of goods and services)

1. Non-interest current accouat deficit (-: surplus) 62 51 3 25 21 17 15 13 - 29 6
2. Total scheduled debt service 58 21 12 9 12 14 16 16 1 20 6
3. Nonrestructurable debt 39 14 8 8 10 i3 15 15 1 15 6
Fund 3 2 2 -~ 4 7 7 7 - 4 1
Other multilaterals 6 6 3 4 3 3 3 3 - 4 1
Previously rescheduled
on Toronto and London terms 7 3 3 2 2 2 2 1 5 2
New borrowing - - - - - - - - - -
(Of which: multilateral) O S & SR & SR o S O S o SN C) B ) B ¢ ® 3)
Other 1/ 24 2 1 1 1 1 4 4 1 9 2
4. Restructurable debt 18 7 3 2 2 1 1 1 - 5 -
Principal 11 6 3 1 1 1 1 -- 3 -
Interest 8 2 1 1 - - - - - 2 -
Projected actual debt service
5. After continuous flow reschedulings 2/ 40 14 9 8 11 13 15 15 1 16 6
Of which: on restructured debt i 1 - i 1 1 1 1 - 1 -
6. After 67 percent NPV stock operation 3/ 42 15 9 9 11 13 15 15 1 16 6
Of which: on restructured debt 2 1 1 { 1 1 1 1 - | 1
{In_millions of U.S. dollars)
Financing gap (-:surplus}
7. Before debt restructuring 4/5/ 472 30 26 - 9 18 42 47 -68 17 &/ -8
8. Afier continuous flow reschedulings 2/5/ 446 13 17 -4 5 14 K} 43 -67 10 6/ -10
9. After 67 percent NPV stock operation 3/5/ 448 15 18 -3 7 16 39 44 -66 11 6/ -8
(Percent change)
Memorandum jtems:
10. Constant-price GDP -4 9 5 5 5 5 5 5 5 4 5
11. Exports of goods and services (U.S. dollar terms) -24 62 35 12 8 8 8 8 9 14 8
12. New financing 23 -3 21 2 -9 -5 -2 -2 -2 -2 -2
Grants 92 -37 -1 -8 -12 - - -- - 3 -
Loans -1 19 -25 6 -8 -6 3 -3 -4 -3 -3
i3. Muitilaterai debt service
(In percent of exports of goods and services) ©) (8) “) 4) )] (10) (13) (13 ) %) {5)
Source: IMF staff estimates.
1/ Includes post-cutoff date debt, short-term debt (22 percent in 1995), private sector debt, and gap financing.
2/ On Naples terms according to terms described in Appendix 1, Box 2,

3
4
5/

6/

Assumed to take place on January 1, 1995.
Assumes 1994 Paris Club agreement is not in force.

For 1995 includes arrears clearance to commercial creditors (US$472 millicn), of which US$415 million is projected to be financed through the IDA debt-buyback
facility.

Excludes arrears clearance in 1995,

- I8 -
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Table 14, Tanzania: Medium-Term Debt Service Profile, 1995-2014

1995 1996 1997 1998 1999 2000 2001 2002

2014

Average

1995-2002 2003-2014

Average

(In_percent of exports of goods and services and private transfers)

1. Non-interest current account deficit (-: surplus) 34 34 3 30 27 26 25 24
2. Total scheduled debt service 32 2 23 18 17 16 16 15
3. Nonrestructurable debt 16 15 16 16 15 15 15 14
Fund 1 2 2 2 2 2 2 2
Other multilaterals 6 6 5 5 4 4 4 4
Previously rescheduled
on Toronto and London terms 4 4 5 5 5 5 4 4
New borrowing - - - - 1 1 2
(Of which: multilateral) ) -) ) - 1 1) (1) )
Other 1/ 4 3 4 3 3 3 2
4. Restructurable debt 16 14 8 2 1 1 1 1
Principal 14 13 7 2 1 1 1 1
Interest 2 1 1 - - - - -
Projected actual debt service
5. After continuous flow reschedulings 2/ 15 15 16 16 15 i5 15 14
Of which: on restructured debt - 1 1 1 1 1 1 1
6. After 67 percent NPV stock operation 3/ 16 15 15 16 15 14 14 14
Of which: on restructured debt 1 1 1 1 i 1 - -
(In_millions of U.S. dollars)
Financing gap (-:surplus)
7. Before debt restructuring 247 240 179 60 - - - -
8. After continuous flow reschedulings 2/ -3 5 43 16 25 -22 -21 -22
9. After 67 percent NPV stock operation 3/ - 1 35 7 -36 -34 -34 -7
(Percent change)
Memorandum items:
10. Constant-price GDP 5 6 6 6 6 6 6 6
11, Exports of goods and services (U.S. dollar terms) i1l 7 7 8 7 7 7 7
12. New financing 7 6 1 2 2 2 1 1
Grants 2 6 2 1 - -1 2 -3
Loans 17 & 5 5 5 6 6 6
13. Multlateral debt service
(in percent of exports of goods and services) (8) (8) ) ®) Q) M ¥)] %)

17
10
10

AN W

©)

29
21
15

91
-4

N W

-17

L B I B B )

&)

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.
2/ On Naples terms according to terms described in Appendix 1, Box 2.
3/ Assumed to take place on January 1, 1995.

...58_
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Table 15. Uganda: Medium-Term Debt Service Profile, 1994-2014

Average  Average
1994/95 1995/96 1996/97  1997/98 1998/99  1999/00  2000/01  2001/02  2013/14  1994/95- 2002/03-
. 2001/02  2013/14
(In_percent of exports of goods and nonfactor services)
1. Non-interest current account deficit (-: surplus} 37 45 48 52 55 60 59 57 20 51 33
2. Total scheduled debt service 25 22 25 27 26 25 23 21 14 24 16
Fund 5 8 10 11 10 9 7 6 - 8 1
Other multilaterals 11 8 8 8 B 8 8 g 5 8 7
Previously rescheduled
on Toronto and London terms - -- - - - - -- - - —_ -
New borrowing - 1 - - 1 1 2 8 1 5
(Of which: multilateral) o) - -) -) -) 1) 1 2 ) ) @
Restructured debt 6 4 5 7 6 6 5 4 1 5 1
Other 1/ 2 2 1 1 2 2 1 1 - 2 1
(Percent change) l
£
Memorandum items: |
3. Constant-price GDP 5 5 6 6 5 5 5 5 5 5 5
4. Exports of goods and nonfactor services
(U.S. dollar terms) 83 2 2 2 4 4 9 9 9 14
5. New financing 1 -4 -1 3 4 4 4 4 3 2 1
Grants -2 6 -8 4 4 4 4 4 3 2 .
Loans 4 -12 6 2 4 4 4 4 3 2 5
6. Gross international reserves
(In million U.S. dollars) (392) (543) (685) (721) (744) (755) (751) (767 (1,138) (670) (768)
(In months of imports) ) ©) ®) @) (8) m Q) 0] *) M o)
7. Muitilateral debt service
(In percent of exports of goods and services) (16} (16) (19) (19) 19 an {17) (16) (11) an (12)

Source: IMF staff estimates.

1/ Includes post-cutoff date debt, short-term debt, and private sector debt.
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Table 16. Zambia: Medium-Term Debt Service Profile, 1995-2014

Average  Average
1995 1996 1997 1998 199% 2000 2001 2002 2014 1995-2002 2003-2014

(In_percent of exports of goods and services)

1. Non-interest current account deficit (-: surplus) 21 23 17 28 30 38 46 51 9 32 17
2. Total scheduled debt service 38 29 24 26 28 42 52 51 21 36 26
3. Nonrestructurable debt 19 17 14 16 18 29 38 36 9 23 13
Fund 2 - - - - 8 17 17 - 6 3
Other multilaterals 9 8 7 8 ) 6 7 6 6 7 6
Previously rescheduled
on Toronto and London terms 6 6 5 & 9 13 13 12 2 6 11
New borrowing - - - - - - - - - - -
(Of which: multilateral) - - - ) =) - =) ) - - =)
Other 1/ 3 3 2 2 1 1 1 1 - 2 1
4. Restructurable debt 18 12 10 11 10 13 14 15 13 13 12
Principal 14 9 7 7 6 9 9 10 4 9 6
Interest 4 3 3 4 4 4 5 5 8 4 7
Projected actual debt service
5. After continuous flow reschedulings 2/ 20 18 16 17 20 3i 40 39 15 25 18
Of which: on restructured debt 1 1 1 1 2 2 3 3 6 2 5
6. After 67 percent NPV stock operation 3/ 21 18 16 17 19 30 39 38 10 25 15
Of which: on restructured debt 1 1 1 1 1 1 1 1 1 1 1
6a. After 67 percent NPV stock operation
assuming greater coverage 3/5/ 18 16 13 14 13 20 29 29 10 19 13
(In_millions of U.S, dollars)
Financing gap (-:surplus)
7. Before debt restructuring 4/ 1,421 81 -70 83 171 505 732 814 -182 257 6f 81
8. After continuous flow reschedulings 2/4/ 1,180 -1 -192 -44 47 340 564 639 -356 130 &/ -90
9. After 67 percent NPV stock operation 3/4/ 1,190 -66 -191 -46 41 328 546 614 -498 1256/ -171
9a. After 67 percent NPV stock operation
assuming greater coverage 3/4/5/ 1,157 99 -225 -82 -54 177 403 479 -497 596/ -203
(Percent change)
Memorandum items:
10. Constant-price GDP 4 5 7 9 9 6 6 6 6 7 6
11. Exports of goods and services (U.S. dollar terms) 18 1 1 -2 7 1 1 1 3 3 5
12. New financing 33 -12 -1 1 3 -5 5 - k] 3 3
Grants -3 60 3 3 2 -4 -3 -2 3 7 2
Loans 65 -49 -7 -4 12 -7 18 5 3 4 3
13. Multilateral debt service
(In percent of exports of goods and services) a1 (8) N 3 N (14) (24) 23) ®) (13) ()]

Source: IMF staff esumates.

1/ Includes post-cutoff date debt, short-term debt, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place on January 1, 1995.

4/ Assumes 1992 Paris Club agreement is not in force, and includes elimination of arrears to the Fund (US$1,167 million).

5/ To include debt previously rescheduled on Toronto and London terms.
6/ Excludes arrears clearance in 1995.
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Table 17. Selected Low-Income Rescheduling Countries: Results of Hypothetical Stock-of-Debt Operation, 1995-2014

Financing gap Of which:
{- = surplus) Total scheduled debt service 1o Muliilaterals
Average Average Average Average Average  Average Present value of
1995-2002 2003-2014 1995-2002 2003-2014 1995-2002 2003-2014 debt to exports 1/
(In millions of U.S. dollars) (In percent of exports) (In_percent)
Bolivia L) -15 () -35 3o 24 (12) 11 13 7 (282) 219
Céte d’Ivoire (292) 5 ) 4 23 18 )] 8 8 2 347 159 2/
Ethiopia (51) 46 (75) -1 (35) 22 (15) 11 9 5 471) 288
Guinea (8) -13 (--) 27 22 20 (16) 14 7 8 (265) 233
Guyana ©1) -2 a19) -133 (32) 21 (25) 9 13 8 419 144
Honduras 23) 7 {--) -8 23) 22 (10) 10 14 3 (283) 248
Mauritania (52) 4 a1o0) -27 29) 18 (18) 15 13 10 (431) 282
Mozambigue (312 138 (155) 37 (30) 52 32) 26 13 10 {494) 247
Nicaragua (310) 90 (138) 133 on 51 32) 32 25 17 (1,394) 425
Sencgal 38) 1 {4) -12 (16) 13 3 7 8 5 (193) 164
Sierra Leone (a7 11 (-8) -8 20) 16 ®) 6 9 5 (372) 145 2/
Tanzania o) -12 (--) 44 @n 15 1y 9 7 8 227) 163
Uganda (..) - (..) - (...) 24 (.) 16 17 12 (..) 305
Zambia (257) 125 (81) -171 (36) 25 (26) 15 13 9 (609) 381

_98-_

Sources: Appendix I, Tables 3 through 16; and IMF staff estimates.

1/ Defined as the ratio of the present value of projected debt-service payments during 1995-2014 due on end-1994 externa] debt to the present value of exports
of goods and services over this period, assuming a discount rate of 7.27 percent (the OECD commercial interest reference rate for the U.S. dollar).

2/ Assumes a full buyback of commercial bank debt in 1995.

Note: () denotes position before hypothetical stock-of-debt operation.
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Table 18. Selected Low-Income Rescheduling Countries: Effect of Lower Growth in
Exports of Goods and Services, 1995-2014 1/

Growth Non-interest Total debt service Financing gap

in_exports current account deficit after stock operation after stock operation
Average Average Average Average Average Average Average Average
1995-2002 2003-2014 1995-2002  2003-2014 1995-2002 2003-2014 1995-2002 2003-2014
n_percent) (In_percent of exports) (In_millions of U.S. dollars)
Bolivia )] 6 M 6 @31y 36 a1 26 24y 25 (11) 14 (-15) 54 (-35) 386
Céte d’lvoire 9) 8 9 8 1) 3 2) 17 (18) 18 (8) 9 5 226 («4) 1,543
Ethiopia (10 9 9) 8 B4 59 (29) 46 22y 23 (11 13 (-46) -20 -1) 260
Guinea {10) 9 (8) 7 23 27 an 32 200 20 (14) 17 -13) 27 27 261
Guyana (¥ 6 5) 4 ) 4 (-5 7 @2hH 22 &) 17 -2) 19 (-133) 33
Honduras 8) 7 @ 6 2) 6 5 20 22y 22 (10) 11 (7 83 (-8) 448
Mauritania ¢)) 6 (6) 5 3) 7 &) 15 (18) 19 (1% 16 4 26 (2D 95
Mozambique (14 13 9) 8 85 90 (26) 41 (52) 54 (26) 30 (138) 167 (37) 308
Nicaragua (1) 10 8) 7 49 53 (149 28 (51) 53 (32) 35 (90) 118 (133) 350
Senegal 6) 5 &) 4 (13 17 7 22 (13) 14 )] § (1) 81 (-12) 410
Sierra Leone (14 13 (8) 7 29) 32 (6) 17 (t6) 17 ©) 7 11 24 (-8) 77
Tanzania ) 6 )] 6 29 34 (200 37 (15) 16 (9) 12 -12) 75 (44 473
Uganda (14 13 @ 8 (51) 56 (33) 49 24) 26 (16) 18 - 22 - 1712
Zambia 3) 2 (&3] 4 32 37 (1 33 25y 26 (15) 16 (125y 213 (171) -112

Source: IMF staff estimates.

1/ One-percentage point lower growth per annum in exports of goods and services relative to the baseline scenario.
Note: () denotes position in the baseline scenatio.
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APPENDIX I
Table 19. Selected Low-Income Rescheduling Countries: Effect of
Miokon Tobnmact Dads ne Wae T oacdice 100E_INTA 1/
AAIENITE AINCI OO IWHITC Uil ANCW LALUIIER, L770%&VES Af
Effective Total debt service - Financing gap
interest rate after stock operation after stock operation
Average Average Average Average Average
1995-2014 1995-2002 2003-2014 1995-2002 2003-2014
F 4 PR (PPN T i Py, g PG, | S o & Y S PR | R Y
il _percency un pe; t 01 POis) (L0 Miions 01 U .o, GOUArs)
Bolivia 3) 4 24) 25 (11) 13 (-15) - (-35) 22
Cote d’Ivoire @ 5 (18) 19 ®) 10 5) 32 -4) 36
Ethiopia 1 2 22) 24 (i1) 13 (-46) -42 (-1) 50
Guinea 3) 4 20 20 (i4) 16 -13) =7 -27) 17
Guyana 193} 3 (¥3}) 22 9 11 -2) i (-133) -109
Honduras (1 2 22) 22 o 11 )] 21 (-8) 35
Mauritania ()] 5 (18) 19 (15) i5 “ 7 -2 =20
Mozambique 3} 4 52) 53 (26) 27 (128) 148 37 63
Nicaragua ) 5 (634 53 (32) 33 90) 103 (133) 168
Senegal (k)] 4 a3 13 U 8 (4] 8 (-12) 10
Sierra Leone (4))] 2 (16) 18 ©) 10 (11) 17 -8 -1
Tanzania 2) 3 1s) 15 o 11 (-12) 1 (-44) 28
Uganda (N 2 4 26 (16) 20 (-) 12 (-} 45
Zambia - 1 (25) 25 (15 16 (125) 168 (-171) -129

Source: IMF staff estimates.

1/ One percentage point higher interest rate on all lending taking place after end-1994.
Note: () denotes position in the baseline scenario.
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II. The "Debt Qverhang" in Heavily Indebted Poor Countries

1. introduction and summary
The external debt owed by the heavily indebted poor countries rose

substantially during the mid-1980s as significant terms-of-trade declines
and a weakening in global demand resulted in an increase in external
borrewing (Appendix I, Table 20 and Appendix I, Chart 1, upper panel). 1/
This reflected an increase in lending by both bilateral and multilateral
creditors during a period when other creditors were reluctant to extend new
financing. Although a recovery in export earnings and the impact of debt
reductions have resulted in some decline in indebtedness in some countries

in recent years, the average debt burden facing these countries remains very
high.

This period of increased indebtedness has 2lso been characterized by
sluggish aggregate growth (Appendix I, Table 21 and Appendix I, Chart 1,
lower panel). 2/ Among the explanations that have been offered for this is
the "debt overhang", namely the depressing effect of large debt burdens on
growth and investment.

This note first summarizes the arguments that have been put forward
concerning the relationship between the debt burden and investment and the
empirical evidence found in the literature. It then discusses the severity
of the debt burden currently facing the heavily indebted poor countries, and
the extent to which this has affected growth and investment.

its principal conclusions are:

. While there is evidence of the debt overhang influencing growth
and investment in middle-income developing countries, this relationship
would appear weaker for the heavily indebted poor countries. 1t is
difficult to disentangle the role of any debt overhang from other factors
that have worked to depress economic growth and investment in the heavily
indebted poor countries,

. Total net inflows to these countries have remained strongly
positive throughout the 1980s and 1990s despite their heavy debt burdens.

1/ This group is composed of the 32 countries that are classified by the
World Bank as severely indebted low-income countries (SILIC’s), seven
rescheduling countries that have received concessional terms from the Paris
Club, and Congo, which has recently become IDA-eligible. Angola (which has
also recently become IDA-eligible)} and Somalia were not included due to data
limitations,

2/ Cross-country empirical studies of growth performance indicate that
African economies have, on average, grown at a slower pace than the rest of
the world during the past two to three decades (e.g., Barro (1991) and
Fischer (1991)).
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Table 20. Heavily Indebted Poor Countries: External Debt Qutstanding, 1983-93 1/
(In percent of exports of goods and services including workers® remittances) 2/

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

Benin 268 249 192 205 212 191 308 251 249 231 17
Bolivia 453 512 651 717 875 711 464 430 433 534 512
Burkina Faso 147 155 171 163 183 182 179 157 188 202 235
Burundi 312 339 354 399 680 575 757 929 761 917 1,205
Cameroon 120 104 104 129 150 198 221 275 257 308 324
C.AR. 160 174 188 249 314 482 331 334 443 489 469
Chad 167 112 193 164 176 160 188 203 246 293 452
Congo 176 153 248 449 429 434 340 328 397 375 426
Céte d’Ivoire 348 282 301 283 353 379 432 462 525 526 596
Equatorial Guinea 551 426 419 394 526 531 605 440 432
Ethiopia 214 220 285 265 368 423 367 445 557 563 614
Ghana 345 316 331 335 362 319 372 384 381 384 378
Guinea 293 321 357 289 292 323 388 435
Guinea-Bissau 1,218 9438 1,686 1,882 1,610 1,662 1,962 1,236 1,385 2,088 1,921
Guyana 535 518 607 689 640 756 660 760 667 503 531
Honduras 261 265 295 290 342 316 312 353 320 325 338
Kenya 229 208 265 249 345 313 306 320 317 310 300
Lao P.D.R. - 1,038 1,074 1,352 1,800 1,755 1,700 1,691 1,373 978 672
Liberia 215 219 262 330 377 333 291 349 378 328 318
Madagascar 584 577 912 987 838 796 907 879 949
Mali 408 469 503 534 503 487 486 446 460 456 620
Mauritania 359 399 354 383 450 413 394 437 436 411 479
Mozambique 1,473 1,728 1,728 1,620 1,672 1,595 1,292 1,433 1,416
Myanmar 458 519 721 1,075 1,422 1,127 732 702 751 672 620
Nicaragua 813 1,032 1,684 2,455 2,630 3,327 2,871 2,658 2,835 3,408 2,638
Niger 243 271 379 437 359 396 408 471 454 500 575
Nigeria 171 149 149 324 391 417 316 241 272 242 278
Rwanda 168 170 222 185 350 385 404 469 557 7 766
S3o Tomé and Principe 374 303 654 606 1,083 880 1,347 1,819 1,832 2,086 2,116
Senegal 202 228 282 281 327 290 247 236 238 251 288
Sierra Leone 446 354 451 564 553 753 834 751 784 734 840
Sudan 610 639 733 904 1,190 1,079 1,318 1,820 3,450 3,265 3,238
Tanzania 693 483 466 543 696 706 617 719 688 654 631
Togo 252 206 230 208 223 211 202 217 232 270 402
Uganda 264 265 311 357 532 629 819 1,197 1,456 1,508 1,227
Viet Nam 3/ 1,456 1,219 879 131 663
Yemen 579 717 871 1,121 1,032 411 319 396 430 541 472
Zaire 296 256 308 354 439 362 390 445 578 795 872
Zambia 344 395 477 757 717 557 443 539 622 582 638
Simple average 273 256 297 392 463 453 460 449 483 486 515

Source: World Bank, Debtor Reporting System.

1/ Angola and Somalia are excluded due to data limitatons.

2/ Includes private transfers for Tanzania,

3/ Includes debt to Russia valued at the official exchange rate.
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Table 21. Heavily Indebted Poor Countries: Constant-Price Gross Domestic Product, 1971-93 1/

(Percent change)

Annual Average

1971-83 1984-38 1989-93 1989 1990 1991 1992 1993

Benin 33 1.1 2.5 -2.5 31 4.7 3.8 3.6
Bolivia 2.7 0.3 31 2.8 2.6 4.1 2.7 3.2
Burkina Faso 0.3 5.3 2.2 0.9 -1.5 10.0 2.5 -0.8
Burundi 3.5 5.2 1.4 1.3 35 5.0 2.7 -5.7
Cameroon 5.8 2.8 4.6 0.8 -6.9 -7.5 -5.2 4.4
C.A.R. 1.5 34 0.8 2.3 1.0 -1.6 2.4 3.0
Chad 1.5 6.3 2.4 5.8 -23 8.3 3.9 -3.7
Congo 8.1 0.2 1.4 2.6 1.0 2.2 2.6 -1.6
Céte d’Ivoire 5.0 0.5 -1.0 -1.1 2.1 -0.8 - -1.1
Equatorial Guinea 3.0 1.6 4.2 -1.2 33 -1.1 13.0 71
Ethiopia 2.5 23 -0.6 1.2 2.2 -1.0 9.8 8.8
Ghana 0.7 5.9 4.5 5.1 3.3 5.3 39 5.0
Guinea 2.6 3.8 3.6 4.0 4.3 2.4 3.0 4.5
Guinea-Bissau 6.8 4.3 3.2 4.5 3.3 3.0 2.8 2.7
Guyana 0.4 0.3 2.5 -33 -5.3 6.0 7.8 7.4
Honduras 3.6 4.0 33 4.3 0.1 3.1 5.0 4.0
Kenya 5.7 5.1 2.5 4.5 43 23 0.4 0.8
Laoc P.D.R. 4.7 3.5 7.9 14.3 6.7 4.0 7.0 6.5
Liberia 0.9 0.2 -1.6 -10.8 0.7 1.6 1.0 0.4
Madagascar -0.3 6.7 0.8 4.1 3.1 -6.3 1.1 1.9
Mali 0.7 1.9 33 11.8 0.4 -2.5 7.8 -0.8
Mauritania 3.2 8.1 1.7 22 -1.8 2.6 3.0 2.5
Mozambique 1.8 0.8 2.5 53 1.3 2.6 2.3 5.6
Myanmar 4.5 -1.7 4.2 3.7 2.8 0.7 93 6.0
Nicaragua 1.7 4.0 0.5 -1.7 0.3 0.2 04 0.5
Niger 3.7 -0.1 0.6 0.9 -1.3 2.5 -6.5 1.4
Nigeria 2.8 2.9 53 7.2 8.2 4.8 s 2.9
Rwanda 33 1.8 -1.8 1.0 0.4 0.3 0.4 -10.9
Sao Tomé & Principe 2.6 0.3 1.1 3.1 -2.2 1.5 1.5 1.5
Senegal 2.9 2.6 0.9 -1.4 4.5 0.7 2.9 2.0
Sierra Leone 2.0 0.9 0.7 2.4 -0.1 0.7 -0.8 1.5
Sudan 39 - 4.4 1.6 0.3 6.0 8.9 6.0
Tanzania 4.0 4.0 3.6 3.0 3.5 3.3 4.5 33
Togo L.5 3.1 4.0 KR 0.1 -0.9 9.6 -13.4
Uganda 1.1 2.2 4.8 6.8 4.4 4.3 3.4 5.0
Viet Nam 4.6 5.0 7.1 7.8 4.9 6.0 8.6 8.1
Yemen, Republic of 8.3 3.7 2.5 3.2 2.0 4.2 7.4 4.3
Zaire 0.6 2.8 7.7 -1.4 23 -7.2 -11.2 -16.6
Zambia 1.5 1.3 0.2 1.0 0.7 -2.0 -2.8 4.0
Simple average 2.9 2.5 1.7 2.6 1.2 1.6 1.9 1.1

Source: World Economic Qutlook database.

1/ Angola and Somalia are excluded due to data limitations.
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. Several countries such as Bolivia, Guyana, and Uganda have
experienced rising investment and relatively buoyant growth in the 1990s
despite heavy external debt burdens.

. Nevertheless, heavy debt burdens may have been associated with
disincentives to invest, which could have contributed to the relatively poor
growth performance of some of these countries.

. Widespread acceptance of the proposition that debt levels for many
of these countries go beyond their debt-servicing capacity has been
instrumental in the Paris Club’'s agreeing to implement increasingly
concessional rescheduling terms for low-income rescheduling countries--
invelving most recently 67 percent net present value (NPV) reductions for
most countries under Naples terms.

2. The debt overhang hypothesis

a. Theoretical arguments

This hypothesis gained considerable prominence in the mid-1980s, when
the lackluster investment and growth behavior of the (mainly middle-income)
countries that were heavily indebted to commercial creditors was attributed
by many to their large foreign debt burdens. At that time, several reasons
were proposed in the literature for why a large debt burden could depress
investment. 1/ These are summarized in Appendix I, Box 6.

b, Empirical evidence

Considerable effort has been made at assessing the extent to which the
debt overhang has affected investment, though these efforts have largely
focussed on the heavily indebted middle-income countries. Although large
debt burdens appear to have contributed to a weakening in investment in
middle-income countries, no clear consensus has been reached regarding the
extent to which the debt overhang has affected investment in the heavily
indebted poor countries. Much of the empirical evidence to date consists of
the observation that a decline in investment in heavily-indebted countries
occurred coincidentally with the onset of the debt crisis (e.g.. Sachs,
1989). In addition, several empirical investigations of the determinants of
investment in heavily indebted countries during the past 15-20 years found
that an increase in the external debt burden was assoclated with a decline
in both total and private investment (Fry (1989) and Greene and Villanueva
(1991) who examined mainly middle-income countries; Hadjimichael, et. al.
(1995) for sub-Saharan African countries). However, the methodology used in
these studies (poocled time-series analysis on cross-section data) restricted
the effect of the debt burden on investment to be the same for every
country., Moreover, investment rates were found to have been determined

1/ Important contributions in this area have been made by Diwan and
Rodrick (1992), Dooley (1986), Froot and Krugman (1990), Krugman (1988), and
Sachs (1989).
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Appendix 1, Box 6. Debt Overhang: Theoretical Arguments

A debt that is so large that a country is
unlikely to repay in full acts as a high marginal
tax on efforts to expand the country’s foreign
exchange earnings through increased output and
exports, because potential investors perceive that
the bulk of any improvement would benefit past
creditors. For such a country, a belief among
economic agents that future repayment of the debt
will eventually be financed by levying of taxes on
domestic capital, or by outright expropriation of
assets, or by the imposition of capital controls
could provide a disincentive to investment and
encourage the transfer of funds abroad.

When doubts exist about a couniry's
ability to service its external debt stock, the
existence of a debt overhang could also
discourage investment by preventing a country
from atiracting voluntary loans from new
creditors in the absence of senjority of such
lending.l As a result of this liquidity constraint,
many high-yielding investments in debtor
countries could be unexploited because these
countries are shut out of credit markets.

These arguments hinge on the assumption
that there are significant doubts on the part of

potential investors regarding the country’s long-
term ability to service its extermal debt--
specifically that the present value of future
external debt service arising from its existing debt
stock is perceived to be greater than that of its
future revenue stream from net exports. How-
ever, large ratios of external debt to exports could
depress investment even in the absence of
extensive doubts about the likelihood of
repayment. In the case of public sector debt, the
resources needed to service these obligations may
reduce government investment and, to the extent
that there is a complementarity between public and
private investment, could in addition discourage
private investment. To the extent that difficulties
in servicing either public or private sector debt
result in a deterioration in relations with creditors,
debtors could face a reduction in the availability of
new financing, thereby creating a liquidity
problem.

IAs argued by Diwan and Rodrick (1992).

by a variety of other factors, in addition te the debt burden, such as the
growth in real GDP, the overall budget deficit as a ratio of GDP, changes in
the terms of trade, and the real exchange rate.

A further caveat to the conclusions of these studies is that they did
not allow for the endogeneity of external debt. For example, a persistent
decline in a country's terms of trade could result in a weakening in
economic activity, and a contraction in domestic irnvestment, At the same
time, the detericoration in the external current account caused by the
decline in the terms of trade could result in increased extermal borrowing
and a build-up of debt. To correct for this shortcoming, Borensztein (1990)
directly tested for the existence of a debt overhang for the Philippines by
estimating a standard neoclassical investment demand function and testing
the significance of the addition of a term representing the extent of the
foreign debt burden. His results suggested that the debt overhang did in
fact contribute to the decline in gross investment relative to GDP that
cccurred from 1982-1989 in the Philippines. Although this represents a
useful approach, its application to the heavily indebted poor countries is
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limited by the instability of investment demand in many cases and the
absence of data on crucial determinants, such as the marginal product of

capital,

Indirect efforts at testing the debt overhang hypothesis have

consisted of attempts at estimating the "debt Laffer curve" (Appendix T,
Box 7).

!

Appendix I, Box 7. Debt Laffer Curve

This depicts the relationship between a
country’s nominal debt obligations and the
market's expectation of the repayments which
these loans will generate; these repayments can be
measured by the secondary market price of debt
multiplied by the existing stock. A "debt
overhang" would exist when further increases in
obligations are discounted at such a high rate (as
implied by a sufficiently large fall in the
secondary market price) that they are associated
with a decline in the market value of the debt
stock. At this point, a country is said to be on
the back side of the debt Laffer curve, where the
disincentive effects on potential investors
discussed in the text are so strong that a reduction
in the stock of debt would result in an increase in
its market value.

Froot and Krugman (1990) attempted to
estimate countries’ positions on the debt Laffer
curve by examining the relationship between the
secondary market price of debt and the face value
of claims for a set of 35 heavily indebted
countries, 12 of which were low-income
countries. Depending on the exact specification
of the model that was estimated, the authors
found that for 6 to 15 of the countries, debt-to-

export ratios were sufficiently high to place these
countries on the back side of their debt Laffer
curves. | Among the low-income countries, those
that appear to have been affected by debt overhang
according to this test were Bolivia, Madagascar,
Nicaragua, Sudan, and Zambia.2 The extent to
which tests of this nature can be applied to
studying other low-income countries is limited by
the absence of a secondary market for debt in
most of these countries, due in large part to the
relatively small proportion of other debt owed to
commercial creditors.

lWhen the elasticity of the secondary market
price with respect to the face value of total claims is
greater than one in absolute value, further increases in
obligations are associated with a decline in the market’s
expectation of the total repayments that a country’s deb
stock will generate. :

e other low-income countries included in the

sample were Cdte d’Ivoire, Honduras, Liberia, Nigeria,
Senegal, Togo, and Zaire.

3Data on secondary market
commercial debt is available only for Belivia,
Cameroon, Coéte d'lvoire, Madagascar, Nigena,
Senegal, Sudan, Togo, Uganda, Zaire, and Zambia.

prices on

3.

arguments for why a large debt burden could depress investment is that there

Debt, growth,

and investment in heavily indebted poor countries

a. Present value of debt stock

As discussed above, a major assumption underlying several of the

are doubts regarding a country'’s long-term ability to service its external

debt.

A more useful indicator of the severity of the debt overhang than one

which is based on the nominal stock of debt is thus one that is based on the
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present value (PV) of debt which takes into account the concessionality of
the debt stock (see Appendix I, Box 8).

Appendix I, Box 8. Present Value of Debt-to-Exports Ratio

This is defined as the ratio of the  that most countries that have faced such ratios
discounted present value (PV) of all future debt-  have had difficulty in avoiding reschedulings, and
service payments due on existing external debt to  once having rescheduled, they have had difficulty
exports of goods and services. I The World escaping repeated reschedulings.

Bank, which has pioneered the use of PV debt-to-
exports ratios, emphasizes that there are no
simple rules on what constitutes a sustainable PV
debt-to-exports ratio and that the ability of a "The assessment of a country’s capacity to
country to service its debt is a function of  repay would be more precisely captured if the
dynamic factors such as growth of exports and denominator was the PV‘ af average annu‘al txports over
new financing flows (World Bank, 1994). the penod of the existing debt-service obligation.

. this . P . ” well-
However, according to the World Bank, as a rule H(’w,ever th“. would require .'he Orr.“"lamm of we

. specified medium-term scenarios. This would produce
of thumb, ratios in excess of 200 percent have

. . a lower PV debt-to-exports ratio, provided the expected
generally proven to be unsustainable in the sense g0 export growth exceeded the discount factor used.

Based on this approach, the majority of the heavily indebted poor
countries faced very high debt burdens as of end-1993 (Appendix I, Table 22,
last column}. 1/ The average PV debt-to-exports ratic was about
600 percent, and only three countries--Benin, Burkina Faso, and Senegal--had
ratios below 200 percent. For several countries--Guinea-Bissau, Mozambique,
Nicaragua, S3c Tomé and Principe, and Sudan--PV debt-to-exports ratios were
well in excess of 1,000 percent.

b. Relationships between debt stocks, and GDP growth
and investment--cross-country analysis

The relationships between growth of real GDP and investment relative to
GDP, PV debt-to-exports ratios from 1989-93 for the heavily indebted poor
countries are plotted in Appendix I, Charts 2 and 3. Overall, while there
appears to be a small negative correlation between the stock of debt,
economic growth and investment, considerable variation exists across the

1/ The PV ratios shown in this appendix are calculated on the basis of
1993 exports, and thus differ from those shown in Table 6 of SM/95/224
(9/1/95) which are based on the average level of exports during 1991-93,
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Table 22, Heavily Indebted Poor Countries: External Debt Outstanding,
GDP Growth, and Investment, 1983-93 1/
(In percent)
Memo item:
1983 Average, 1984-88 Average, 1989-93 PV debt to
External Growth in Gross External Growth in Gross External Growth in Gross  exports 2/4/

Debt2/ Real GDP Investment3/ Debt2/ Rcal GDP Investmentl/ Debt2/ Real GDP Investmentd/ 1993

Benin 268 3.2 8.9 210 1.1 11.8 271 2.5 13.3 178
Bolivia 453 4.1 8.6 705 0.3 9.4 474 3.1 13.9 389
Burkina Faso 147 0.8 16.9 171 53 201 192 2.2 20.2 122
Burundi 312 -5.7 19.3 470 5.2 16.7 914 14 18.8 527
Cameroon 120 -2.2 30.1 145 2.8 28.1 277 4.6 13.1 292
C.A.R. 160 -3.0 11.2 282 34 12.7 413 -0.8 11.5 260
Chad 167 -12.0 3.1 161 6.3 8.1 276 24 8.8 223
Congo 176 2.6 379 343 0.2 253 i 1.4 17.0 387
Céte d’lvoire 348 -0.8 17.7 320 0.5 12.4 508 -1.0 10.3 548
Equatorial Guinea 7.1 11.0 358 1.6 15.3 507 4.2 26.6 298
Ethiopia 214 -12.3 12.7 13 2.3 15.5 509 -0.6 11.8 396
Ghama 345 5.0 38 332 5.9 10.7 380 4.5 14.5 234
Guinea 4.7 194 3.8 9.4 345 36 17.6 282
Guinea-Bissau 1218 2.7 22.7 1558 4.3 28.7 1718 33 27.0 1264
Guyana 535 8.3 21.6 642 0.3 26.3 624 2.5 54.9 398
Honduras 261 6.0 16.7 302 4.0 15.7 329 33 20.8 272
Kenya 229 0.1 18.3 276 51 19.0 3 2.5 19.2 229
Lao P.D.R. 6.1 10.3 1404 35 14.6 1283 1.7 15.9 207
Libena 215 2.2 16.9 304 0.2 12.0 333 -1.6 12.1 290
Madagascar 584 1.9 12.9 495 6.7 10.9 874 0.8 12.3 T4
Mali 408 -0.8 12.4 499 1.9 19.1 494 33 22.2 362
Mauritania 359 4.9 17.9 400 8.1 24.6 431 1.7 14.2 340
Mozambique . 19.3 9.9 1310 0.8 16.9 1482 25 45.1 1147
Myanmar 458 6.7 18.2 973 -1.7 13.6 695 4.2 12.5 472
Nicaragua 813 -1.0 19.4 2226 -4.0 19.2 2882 -0.5 19.8 2407
Niger 243 1.4 18.2 368 -0.1 13.6 482 0.6 8.9 384
Nigeria 171 1.6 20.2 236 2.9 12.7 270 53 14.7 272
Rwanda 168 -10.9 14.6 262 1.8 15.4 583 -1.8 12.4 362
Sao Tomé and Principe 374 1.3 11.4 705 0.3 14.3 1840 1.1 27.6 1142
Senegal 202 -2.0 15.8 281 2.6 12.7 252 0.9 13.4 199
Sierra Leone 446 1.5 12.3 535 0.9 9.6 789 0.7 10.7 681
Sudan 610 7.6 16.6 909 - 12.4 2618 4.4 6.5 2941
Tanzania 623 5.1 13.6 579 4.8 22.3 862 3.6 40.3 458
Togo 252 -13.5 22.8 216 31 24.6 265 -4.0 23.2 250
Uganda 264 5.1 K 419 22 7.3 1241 4.8 13.7 713
Viet Nam 2.1 5.0 10.8 939 7.1 13.8 9938
Yemen 579 5.9 16.5 831 3.7 11.5 432 2.5 18.7 377
Zaire 296 -16.6 101 344 2.8 12.6 616 -1.7 7.4 752
Zambia 344 9.2 13.6 581 1.3 30.6 565 0.2 10.2 519
Simple average 319 1.3 14.6 531 25 16.1 731 1.7 17.8 572

Sources: World Bank, Debtor Reporting System; and World Economic Outook database.

1/ Angola and Somalia are excluded due to data limitations.
2/ In percent of exports of goods and services.

3/ In percent of GDP.
4/ Differ from PV ratios shown in Table 6 of SM/95/224 (9/1/95) which are based on average exports for 1991-93,
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countries. 1/ While many countries with relatively low PV debt-to-exports
ratios have been able to achieve high investment rates and rapid growth in
economic activity (such as Ghana, Kenya, and Lao P.D.R.), others that faced
debt burdens of similar magnitudes registered declines in real GDP (such as
Camercon, Liberia, and Togo) Conversely, several countries with PV debt-

nnnnnn ratrince wall aveanona ~F BAN maoaveant wgara chavoasatarizad hy
to- CAPULLD ratlos weilr 1Int €éXcess oL SuUv perfCen. were cnaraccerized oY

buoyant growth (such as Uganda and Viet Nam). Equally, some countries have
reported extremely high investment rates despite large debts (such as
Guyana, Mozambique, S30 Tomé and Principe, and Tanzania), though these were
not always reflected in rapid growth.

c. Relationships between debt stocks, and GDP growth
and investment--time series analysis

1.

The relationshin between the chanee in average GDP srowth

Lainai “‘l" uuuuuuuuuuuuu &% avoiapt HeLWwiil

investment rates from 1984-88 to 1989-93 and the PV debt-to-exports ratio is
shown in Appendix I, Charts 6 and 5. 2/ For the heavily indebted poor
countries as a group, economic activity appears to have weakened slightly
between these two periods, as average GDP growth declined from 2.5 percent
during 1984-88 to 1.7 percent during 1989-93 (Appendix I, Table 22}); the
decline appears to have been more pronounced in those countries with
relatively high debt stocks. 3/ However, for several of these countries,
the deterioration in macroeconomic performance can clearly be attributed to
other factors, such as civil strife {(Burundi, Ethiopia, Liberia, Nicaragua,
and Sierra Leone), or a deterioration in macroeconomic balances caused by
the implementation of lax financial policies which resulted in persistently
negative real interest rates and an inadequate generation of private savings
(such as Cameroon, Madagascar, Nigeria, Yemen, and Zaire). An even weaker
relationship appears to have held between changes in investment and PV
debt-to-exports ratios for the most heavily indebted poor countries, as many
countries facing extremely high debt-to-exports ratios reported a
considerable acceleration in investment.

It is difficult to draw conclusions about the behavior of private
investment for the heavily indebted poor countries, owing to the

1/ The correlation for all 39 countries between debt and GDP growth was
estimated to be 0.05:; however, when two extreme outliers are excluded (Sudan
and Viet Nam), the correlation coefficient is -0.14. A small positive
correlation (0.02) appears to exist between the present value of external
debt and investment during 1989-93; however, excluding Mozambique, Guinea-
Bissau, S&o0 Tomé and Principe, Sudan, and Viet Nam because they are extreme
observations, the correlation is -0.13.

2/ The investment rates used in this appendix are based on nominal values
of investment and GDP. Consequently, a change in the average investment
rate between these two periods could eoccur as a result of a difference in
the movement of the price of capital goods relative to the overall GDP
deflator. The use of nominal values was necessitated by the lack of data on
a constant price basis for several of the countries.

3/ The correlation between the changes in average GDP growth during these
two periods and the PV debt-to-exports ratios is estimated to be -0.11.
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Source: Appendix I, Table 22.

1/ Guinea-Bissau, Nicaragua, and Sudan are excluded owing to extreme ratios of external debt to exports.
2/ Correlation coefficient = -0.11, including countries that are excluded from the chart.
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Chart 5. Heavily Indebted Poor Countries: External Debt and Change in Investment Rates 1/2/
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predominance of state-owned public enterprises and the near absence of a
private sector in several of these countries, particularly during the 1980s.
Subject to this caveat, the relatively weak relationship between debt
burdens and total investment described above appears also to hold true for
private investment; the data on private investment include that of public
enterprises owing to data constraints (Appendix I, Table 23). Private
investment as a share of GDP for these countries as a whole rose from

7 percent of GDP during 1984-88 to 10 percent during 1989-93, with many of
the severely indebted countries (such as Guyana, Mali, Mozambique, Tanzania,
and Uganda) reporting impressive gains during this period.

4, Conclusions

A number of broad conclusions regarding the relationship between growth
and investment and the debt burdens facing the heavily-indebted poor
countries can be drawn.

. It is difficult to disentangle the role of the "debt overhang"
from other factors that have clearly worked to depress economic growth and
investment in these countries. This is reflected in the relatively weak
relationship between debt and economic growth or investment discussed above
in contrast to the stronger relationship found in studies for middle-income
countries. While these results should be interpreted with caution, they may
reflect the severe structural impediments, including inadequate physical
infrastructure, untrained work forces, and weak institutions, in heavily
indebted poor countries which have acted as significant deterrents to
investment.

. The recent macroeconomic performance of many of these countries
has not been characterized by a decline in investment rates and sluggish
output growth, notwithstanding their sizable debt burdens. Although
Bolivia, Guyana, and Uganda have all experienced a build-up of external debt
over the past decade and currently face debt-to-exports ratios on a present
value basis that are well in excess of 200 percent, investment rates have
risen steadily In these countries in recent years and have contributed to
the achievement of relatively buoyant growth since 1989. For these
countries, the achievement of increased investment has been facilitated by a
marked improvement in macroeconomic stability that resulted from strong
adjustment efforts, as well as by the implementation of structural reforms
aimed at improving efficiency and resource allocation.

. In sharp contrast to the experience of other heavily indebted
countries in the wake of the debt crisis in the early 1980s, total net flows
and net transfers to most of the heavily indebted poor countries have
remained strongly positive throughout the 1980s and early 1990s. As a
result of the continued availability of new flows, many of these countries
(most notably, Ghana, Guyana, Mozambique, Tanzania, and Uganda) have been
able to achieve increasing investment rates in recent years, reflecting the
substantial contributrion of foreign aid to capital expenditures.



Table 23.

Heavily Indebted Poor Countries: Gross Private Capital Formation, 1984-93 1/

(In percent of GDP)

Average
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1984-88 1989-93

Benin 10 5 8 7 9 6 9 9 10 10 8 9
Bolivia 7 5 6 8 7 7 8 g 9 8 7 8
Burkina Faso 7 15 12 11 12 16 16 15 14 15 11 15
Burundi 6 5 5 7 4 5 6 5 5 4 5 5
Cameroon 16 13 14 7 13 12 12 11 11 12 13 12
C.AR. 2 3 2 2 2 2 2 2 1 1 2 2
Chad 1 - - - - - - - 1 1 - 1
Céte d’Ivoire 7 9 7 8 10 7 6 7 8 6 8 7
Equatorial Guinea 7 4 6 7 6 7 7 20 6 3 6 9
Ethiopia 10 4 5 8 10 i 3 3 & 7 7 4
Ghana 4 5 2 3 3 6 5 5 4 4 3 5
Guinca 7 7 9 9 9 9 8 S 9 9 8 9
Guinea-Bissau 3 2 1 4 2 2 2 2 1 1 2 2
Guyana 13 8 1} 15 10 17 3 54 46 37 11 37
Honduras 9 10 8 8 11 14 12 14 16 15 9 14
Kenya 11 10 12 i2 12 i1 16 12 11 11 11 12
Lao P.D.R. 1 2 2 - 10 3 3 5 é 9 3 5
Madagascar 2 3 4 3 6 4 9 2 4 4 4 4
Mali 1 4 10 10 12 12 13 13 13 13 7 13
Mozambique 9 2 4 8 12 13 14 17 21 21 7 17
Myanmar 6 6 4 4 4 5 10 9 8 7 5 8
Nicaragua 3 11 7 10 21 23 17 14 12 12 11 16
Niger 3 2 1 5 4 4 4 2 2 3
Nigeria 7 9 12 10 11 12 B 15 17 7 10 12
Rwanda 10 9 7 7 8 9 7 5 7 7 8 7
Sao Tomé and Principe 1 3 2 2 3 5 10 7 12 19 2 11
Senegal 12 8 g 10 10 9 10 11 9 10 10 10
Sierra Leone 8 9 9 5 9 12 10 9 6 6 8 9
Tanzania 10 10 14 23 25 30 29 31 a5 27 16 30
Togo 8 12 13 13 19 19 18 15 12 3 13 13
Uganda 4 k] 4 6 8 9 10 9 8 4 9
Viet Nam 1 2 2 - 10 3 k} 5 6 9 3 5
Zaire 5 6 6 6 5 5 6 1 2 2 6 3
Zambia 6 3 3 7 4 1 5 5 7 9 5 5

Simple average 6 6 7 7 9 9 10 10 10 9 7 10

Sources: African Economic Trends data base; and World Economic Outlook database,

1/ Angola, Liberia, Mauritania, Somalia, Sudan, and Yemen are excluded due to data limitations.
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. Although the inability of many of the heavily indebted poor
countries to achieve sustained growth is likely attributable to factors
other than their large debt burdens, the cash-flow needs associated with
this debt have necessitated continued reschedulings of debt service in many
cases. These repeated reschedulings invelve significant costs to policy
makers (including the use of scarce governmental/administrative talent), and
create uncertainties for future economic prospects. These factors in
themselves may have contributed to the relatively poor growth performance of
some of these countries. 1/

. While it is difficult to pinpoint a precise relationship between
the "debt overhang" and growth or investment on an individual country basis,
there is widespread acceptance of the propesition that debt levels for many
of the heavily indebted poor countries may be beyond their debt-servicing
capacity. Thus, Paris Club creditors have agreed to implement increasingly
concessional rescheduling terms--involving NPV reductions--for the
low-income rescheduling countries. 2/ Naples terms adopted in December
1994 involve a 67 percent NPV reduction for eligible debt for mest
low-income countries with the prospect of a stock-of-debt operation with the
same concessionality for countries which have established good track records
under both Fund arrangements and rescheduling agreements. One of the two
criteria used by Paris Club creditors to decide whether a low-income country
receives a 67 or a 50 percent NPV reduction is the level of indebtedness
measured hy the present value of its debt-to-exports ratio; the other
criterion is a country's per capita income. Naples terms offer the prospect
of an exit from the rescheduling process--and from "debt overhangs"--for
most low-income countries. However, for a country to reap the full benefits
from this exit, the other impediments to investment and growth need to be
tackled by appropriate and determined adjustment and reform policies,

1/ This is consistent with the conclusion of a forthcoming Board paper
"The Response of Growth and Investment to Adjustment Policies" which
examined the behavior of private investment in eight countries (Bangladesh,
Chile, Ghana, India, Mexico, Morocco, Senegal, and Thailand). Although no
independent "debt overhang" effect on investment was identified, it
concluded that indirect evidence suggests that an earlier resolution of
these countries’ debt burdens would have yielded a faster rvebound in
investment through both the effects on uncertainty and the lowering of
country-risk premia and interest rates.

2/ Under the menu of options, creditors have a choice between reductions
in the nominal value of their claims outstanding or concessional interest
rates to achieve the same NPV reduction of their claims. Only the first of
these options reduces the nominal value of the debt outstanding. If
economic agents or markets focus on the nominal value of a country’s debt
outstanding (rather than its real debt-servicing burden as indicated by the
NPV), there is a risk that choice of the concessional interest option will
not remove the perception of a debt overhang.
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III. The Fiscal Burden of External Debt

1. Introduction and summary

There has been increasing interest and concern about the fiscal burden
of external debt, in particular of the heavily indebted poor countries.
This concern was expressed during the recent IMF Board discussions on
multilateral debt and financing fer the heavily indebted poor countries
earlier this year. 1/ Clearly, the burden of servicing external public
debt puts demands on budgetary resources and can contribute to a need for
fiscal adjustment; this in turn can lower private savings, which could
adversely affect growth and thereby a country’s future debt-servicing
capacity. This chapter provides factual background material on the fiscal
burden of external debt service for the 41 heavily indebted poor developing
countries. 2/

The main findings are:

. On the basis of 1994 data, about half of the heavily indebted poor
countries face scheduled external debt-service payments exceeding one half
of annual govermment revenue (excluding grants). For 13 of these
countries, scheduled debt service exceeded total annual government
revenue. 3/ However, actual debt service paid on average was only one-
third of scheduled debt service due to debt relief or the accumulation of
arrears. In addition, foreign grants substantially alleviated the debt-
service burden in most countries, as these added to government revenue
resources equivalent to (or exceeding) the actual debt service most of these
countries paid.

. For most of the heavily indebted poor countries, the assessment of
the debt-service burden on the basis of fiscal indicators closely follows
that based on external indicators. However, some countries with low
external debt-service ratios have high fiscal debt-service burden
indicators. In some of these countries, this reflects relatively low
revenue-to-GDP ratios.

l/ "Issues and Developments in Multilateral Debt and Financing for the
Heavily Indebted Poor Countries™ SM/95/2% (2/7/95), SM/95/30 (2/9/95), and
SM/95/61 (3/31/95); see also the Chairman's Summing Up (Buff/95/18 (3/1/95)
and Buff/95/33 (4/18/95)).

2/ The group is composed of the 32 countries that are classified by the
World Bank as severely indebted low-income countries (SILICs), an additional
seven rescheduling countries that have received concessional treatment from
the Paris Club, and two lower middle-income countries that have recently
become IDA-only (Angola and Congo).

3/ Cameroon, Equatorial Guinea, Guinea-Bissau, Madagascar, Mozambique,
Nicaragua, Niger, Nigerjia, Sdo Tomé and Principe, Sierra leone, Sudan,
Zalre, and Zambia.
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. Among the 13 severely indebted countries where scheduled debt
service exceeded annual government revenue, a preliminary analysis of fiscal
sustainability, based on a purely illustrative and hypothetical framework,
indicates that for about half of these countries, the fiscal policy stance
observed in 1994 could not avert a further increase in the external-debt-to-
revenue ratio from already very high levels. Further analysis of the fiscal
sustainability of external debt would need to be made on a country-specific
basis.

After a brief overview (section 2), indicators of the fiscal burden of
external debt service in relation to government revenue and expenditure are
analyzed in sections 3 and 4, respectively. Section 5 compares this
debt-burden assessment to an assessment on the basis of the more usual
debt-service-to-exports ratios. The last. section applies a stylized
framework to a limited set of countries deemed to have a heavy debt-service
burden on a fiscal basis as a first look at fiscal sustainability; the
framework is described in more detail in the Annex to Appendix I.

2. Overview

Total public and publicly guaranteed external debt of the heavily
indebted poor countries in 1994 was estimated at US$206 billion. Most of
the total was medium- and long-term (US$189 billion), and three-quarters of
this was on concessional terms (Appendix I, Table 24). Short-term debt was
small at US$15 billion, and private sector publicly-guaranteed debt, at
US$2 billion, was equivalent to only about 1 percent of medium- and
long-term debt. These countries had arrears of US$54 billion, equivalent to
over 25 percent of total debt.

The degree of public sector external indebtedness varied widely among
countries in 1994. Total external debt ranged from about one year'’s budget
revenue (Myanmar) to well over 20 years’ revenue (Guinea-Bissau, Mozambique,
Nicaragua, S4ic Tomé and Principe, Sudan, and Zaire; Appendix I, Table 25 and
Appendix I, Chart 6). After accounting for the devaluation of the CFA
franc, public sector external debt on average rose to about 1l years of
government revenue by end-1994, up from an average of 9 years of government
revenue in the three preceding years.

3. External debt-service burden compared to government revenues

For the 41 heavily indebted poor countries examined, scheduled debt
service (SDS) on external public debt before debt relief was equivalent, on
average, to 90 percent of government revenue (before grants) during 1994, up
from 84 percent during 1990-93 (Appendix I, Table 25 and Appendix I,

Chart 7) (Appendix I, Box 9). 1/ Appendix I, Table 25 categorizes
countries according to the severity of their scheduled debt-service burden

1/ Data for Liberia and Somalia are not available.
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Table 24, Heavily Indebted Poor Countries: Total External Public
and Publicly Guaranteed Debt, End-1994
Consolidated public sector debt 1/
Medium- and Private debt Arrears Concessional
long-term Short-term publicly guaranteed ratio 2/
(In_millions of U.S. dollars, unless otherwise indicated)

Angola 9,217 5,127 0.32
Benin 3/ 1,368 i1 - - 0.96
Bolivia 3/ 4,170 250 46 - 0.59
Burkina Faso 1,326 - - 35 0.88
Burundi 1,169 1 1.60
Cameroon 7,028 196 .. 1,022 0.42
CAR 895 - 51 0.91
Chad 709 - - 0.83
Congo 4/ 3,218 0.41
Cote d'Ivoire 5/ 13,072 1,379 6/ - 4,636 0.27
Equatonal Guinea 267 — - 54 0.68
Ethiopia 7/ 4,167 0.82
Ghana 4,720 175 - 0.84
Guinea 2,788 302 189 0.84
Guinea-Bissau 770 43 - 303 0.81
Guyana 1,988 7 59 182 0.72
Honduras 3/ 3,776 125 0.47
Kenya 5,506 . " 78 0.60
Lao, P.D.R. 4/ 554 - - - 1.00
Liberia 0.53
Madagascar 3,976 62 — 1,632 0.57
Mali 2,950 - - 36 6/ 0.98
Mauritania 3/ 2,216 108 52 0.82
Mozambique 8/ 5,404 - . 12 0.68
Myanmar 5,359 12 - 1,498 0.92
Nicaragua 11,303 443 6,052 0.39
Niger 1,347 17 0.70
Nigena 31,189 = - 9,304 0.04
Rwanda 866 - 1 61 1.00
Sao Tomé and Principe 214 47 - 99 0.90
Sencgal 4/ 3,182 52 - 85 0.7
Sierra Leone 782 413 — 22 0.72
Somalia 2,040 9/ 0.82
Sudan 10,135 7,914 1,480 10,846 0.52
Tanzama 5,705 . 110 254 0.73
Togo 10/ 1,387 - - 216 0.75
Uganda 3,578 78 224 Q.80
Viet Nam 11/ 4,467 - - 1,253 0.91
Yemen 8,443 446 3,525 0.63
Zaire 11,768 2,121 . 5,822 0.37
Zambia 6,259 652 - 1,487 0.61

Total 189,274 14,634 1,774 54,297 0.76

Sources: World Debt Tables, 1993 for concessional ratios; and IMF staff estimates.

1/ Public sector operations consolidated at the central government level unless otherwise indicated. Includes debt to the

Fund. Includes arrears.
2/ Ratio of outstanding concessional debt to total public and publicly guaranteed debt.

3/ Consolidated public sector includes state and local governments, state enterprises and the financial public sector.
4/ lncludes state and local governments.
5/ Includes the amortization, stabilization and social security funds.

6/ 1993.

7/ Includes public enterprises.
8/ Includes provincial governments.

9/ 1990.

10/ Includes the amortization and stabilization funds and some local governments.
11/ Excludes debt to Russia, which is under negotiation.
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Table 25. Heavily Indebted Poor Countries: External Debt,
Government Revenue und Grants, 1990-94 1/

Government
Scheduled Actual revenue
Debt debt service debt service Forgign grants {excl. grants)
Avg Avg. Avg Avg. Avg.
1990-93 1994 1990-93 1994 19%0-93 1994 1990-93 1994 1990-93 1994
{Ratio to_government revenue, excluding grants) (In percent of GDP)
Low (< 0.2} 2/
Lao, PDR 3/ 314 279 030 006 010 006 0.35 047 1t 13
Myanmar 1.77 1 08 0.11 0.07 0.03 0.04 0.02 002 8 7
Viet Nam 4/ 2.09 120 0.41 015 0.18 0.07 0.03 0.03 17 24
Moderate (0 2-0.8) 2/
Benin 5/ 581 725 0.42 0.46 .14 0.23 22 016 12 13
Bolivia 5/ 3.30 3.16 0.39 0.31 0.21 0.21 0.09 0.11 22 24
Burkina Faso 3.13 650 0.14 C 28 019 0.4 038 0.1 12 il
Burundi 542 7.37 0.25 033 0.25 0.33 0.52 0.21 17 16
Chad 517 12.63 0.19 0.48 0.07 0.26 0.94 2.55 9 7
Ethiopia 6/ 4 00 447 0.39 0.31 . 0.31 3.32 13 17
Ghana 452 360 Q39 029 0.9 0.29 0.24 0.14 13 24
Kenya 2.66 2.34 0.34 029 0.26 0.29 0.06 0.05 27 31
Senepgal 3/ 312 594 0.35 050 022 0.34 0.07 0.28 15 14
Uganda 11197 666 074 031 048 1 027 0.87 0.45 ] 10
Yemen 3.39 2.58 0.33 0.24 g.11 0.05 0.01 - 26 19
High to Severe{> 0,5} 2/
Angola 8/ 1.87 6.21 0.80 098 0.22 0.17 - - 25 36
CAR 623 13.70 0.34 0.68 0.15 0.37 [ .01 9 1
Congo ¥/ 4 86 787 063 .. 0.39 0.01 ool 23 25
Cote d'lvoire 9/ 6.49 8.61 0 82 0.31 0.30 0.59 0.02 0.04 22 22
Guinca 6.54 B.79 0.56 [ ) 0.18 0.43 0.28 0.24 14 1¢
Guysna 19/ 14.47 1082 1.40 0.92 0.68 052 0.05 0.05 36 34
Honduras 5/ 461 474 0.54 0.54 037 0.43 0.07 0.04 24 25
Malk T B6 13.00 0.52 075 018 0.49 0.54 077 13 12
Mauritania 3/ 1228 1392 112 0.87 0.2% 0.31 011 0.08 23 23
Rwanda 352 1947 014 0.80 .. 051 0.25 12 5
Tanzania 9 62 % 06 0.75 074 0.26 033 0.30 0.13 21 22
Togo b1/ 530 11.83 0.52 099 6.17 0.18 0.08 0.06 17 12
Severe (> 13 2/
Cameroon 364 §22 0.47 L.1L 0.12 0.40 o0z oo 15 9
Equatonal Guinca 857 1228 c.79 [ 0.18 0.16 116 .71 21 19
Guinea- Bissau 2360 2789 1.48 1.44 0.1% 0.43 128 1.18 14 12
Madagascar 128 1734 1.50 1.66 .. 037 036 9 8
Mozambique 12/ 1786 7 20.96 1.68 183 028 036 0.87 1.22 21 18
Nicaragua 3390 31.20 1.06 415 0.44 066 0.55 0.24 19 20
Niger 658 1411 0.54 1.10 0.17 0.74 0.58 0.68 9 6
Nigena 5 a7 6.97 107 1.05 0.65 035 - - 18 11
Sao Tomé and Principe 24 13 3975 1 60 183 033 030 a7 1.56 19 23
Siwcrra Leone 17 43 10 40 210 1.11 038 £.36 0.08 0.30 12 14
Sudan 1992 2819 1 56 1.89 .05 005 . . g 9
Zaure 093 1959 100 508 0.14 0.08% 0.15 0.08 6 10
Zumnbia 1082 1029 1.94 1.86 1.40 0.92 0.43 0.38 18 19
Simple Average 897 11713/ 084 08913 028 036 ¢.34 0.38 16 i6
Weighted Average 14/ 1008 1034 13/ 1.06 1.05]% 031 0.3 0.18 0.16 16 16

Source: IMF staff estimates.

1/ Basced on consolidated public sector debt, including debt to the IMF.  Public sector operations consolidated at the central
government level enless otherwise indicated  The catcgorization is based on the scheduled debt service o revenue ratio (1994).
Data for Liberia and Somalia 1s not available

2f Relers Lo the 1994 scheduled debt service-lo-revenue ratio.

Includes state and local governments.

Excludes debt to Russia, which 1s under negotiation

Consulidated publie sectur ineludes state and local poveraments, state enterprises and the financial public sector.
Includes public enterprires.

Bascd on the 1992 1993 average

1990 data 1s not available

[ncludes the amortizalion, stabihzation and soal security funds

Data un debt to private ereditors s not avalable for 1991 through 1993,
Includes the ainontization and stabilization funds and some local governments
Includes provincial governments.

Excludes Zare

Weighting based on consobidated public sector indebtedness.
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Appendix 1, Box 9. Fiscal Indicators of the External Debt Service Burden

The scheduled-external-debt-service (SDS)-
to-revenue ratio shows a government’s capacity to
repay as scheduled. Govermment revenue, as
defined in this ratio, does not include foreign
grants; however, it does include one-time
proceeds, such as from privatization. Foreign
grants are excluded because they are uncertain
and not a permanent source of government
revenue. Also, foreign grants are often
earmarked, for example to finance imports.
Appendix 1, Table 25, however, does report
foreign grants separately in relation to government
revenue because the foreign exchange earned
through grants has constituted a significans
resource for debt service for many countries,

The SDS-to-government-revenue ratio has
to be assessed together with the government-
revenue-to-GDP ratio in order to capture the
government’s ability to appropriate real resources
from the private economy (Appendix 1, Chart 8).
A high SDS-to-revenue ratio may simply indicate
a government's difficulties in collecting revenue.

The actual-external-debt-service-to-revenue
ratio captures the cash impact of debt servicing.
It takes into account debt relief provided by debt-
service cancellations and reschedulings as well as
the effects of arrears incurred. A shortcoming of
this measure is that, given the uncertain nature of
debt relief, lower actual debt-service payments
may simply reflect an unwillingness to pay.

The scheduled-external-debt-service-to-
expenditure ratio measures the burden of servicing
debt vis-a-vis other expenditures. It shows how
much the debt burden constrains current and
capital expenditure commitments,

Both the SDS-to-revenue and the SDS-to-
expenditure ratios are based on the consolidated
public sector debt, including short-term debt and
debt to the IMF.  Private sector publicly
guaranteed debts are not included because they are
a potential rather than actual fiscal burden. For
many countries, though, the fiscal burden of
external debr might increase once publicly
guaranteed debt is taken into account. These
ratios may overstate the fiscal burden for two
reasons: (i) they include repayments to the Fund
ih public sector debt service. Given the monetary
character of the Fund, obligations to the Fund are
normally obligations of the central bank; and
(ii) they compare the external debt-service burden
of the consolidated public sector to centra]
government revenues and expenditure. Normally,
public enterprises should be able to service their
debts from their own revenues, though these debts
remain a residual liability of the government.

The main shortcoming of debt-service
ratios is the fact that they fail to capture
anticipated changes in the debt burden that may
result from such factors as expected debt relief or
anticipated tax reforms. In addition, scheduled-
debt-service ratios do not capture amounts in
arrears, which in some cases may be substantial,

in 1994: 12 countries had SDS obligations of over one half of one year's
government revenue and a further 13 countries had SDS obligations exceeding
annual government revenue. Actual debt service represented, on average,
only one-third of scheduled external debt service in 1994 as a result of
reschedulings (Mozambique, Sdo Tomé and Principe, and Zambia) and, in some
cases, the continued accumulation of arrears (Equatorial Guinea,
Guinea-Bissau, Madagascar, Nicaragua, Nigeria, Sudan. and Zaire).
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There are, however, marked variations among countries. Countries such
as Cote d'Tvoire and Honduras, which are not among the countries with the
highest SDS ratios, have high actual debt-service ratios as most of their
scheduled debt service in 1994 was actually paid (Appendix I, Table 25 and
Appendix I, Chart 7). For other countries (e.g., Burkina Faso and
Sierra Leone), the actual debt service is greater than scheduled debt
service reflecting the payment of arrears. In many countries, high
S5DS-to-revenue or actual debt service ratios reflected low revenue-to-GDP
ratios (Appendix I, Table 25 and Appendix I, Chart 8). 1/

The SDS-to-revenue ratio reflects the degree of concessionality of the
debt (Appendix T, Table 24, last column). Concessional debt as a proportion
of total debt is as low as 4 percent for some countries (Nigeria) while
others have only concessional debt (Burundi, Laoc P.D.R., and Rwanda). Thus,
a country such as Chad, for which most of the debt is on highly concessional
terms, has a moderate SDS-to-revenue ratio despite a very high debt-to-
revenue ratio. In contrast, countries such as Angola and Nigeria have
5D5-to-revenue-ratios close to unity, despite relatively low debt-to-revenue
ratios, partly due to the lower degree of concessionality of their debts.

For most of the heavily indebted poor countries, grant receipts are
substantial and an important addition to government revenue though most
grants are project related. In 1994, grant receipts on average were
equivalent to 40 percent of government revenue, somewhat higher than the
1990-93 average. At the same time, foreign grants represented, on average,
42 percent of SDS from 1990-94 and were equivalent to actual debt service
paid in 1994, 2/

4, External debt-service burden compared to_government expenditures

A similar picture of the debt-service burden across countries emerges
when this burden is measured by the SDS-to-current-expenditure ratieo. 3/
Appendix I, Table 26 categorizes countries with low, moderate, high or
severe debt-service burdens on the basis of their SDS-to-current expenditure
ratio. On average in 1994, scheduled external debt service was equivalent
to about 70 percent of current expenditures for the heavily indebted poor
countries, with external interest payments accounting for one-third of
current expenditures. In the most extreme cases of Nicaragua and Zaire,
total scheduled debt service was equivalent to four to six times current
expenditures.

l/ E.g., Guinea-Bissau, Madagascar, Niger, Nigeria, Sierra Lecone, Sudan,
and Zaire,

2/ In addition, new disbursements from creditors can alleviate the cash
impact of a country’s debt-service obligations by de-facto rolling over
debt.

3/ The correlation between the SDS-to-current expenditure ratio and the
SDS-to-revenue ratio is high (0.94).
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Table 26. Heavily Indebted Poor Countries: External Debt Service

and Government Expenditure, 1990-94 1/

Scheduled debt service in relation to

Interest payments
on external debt in relation to

Current Capital Current Total interest
expenditure cxpenditure expenditure 2/ payments 3/
Avg. 1990-93 1994 Avg. 1990-93 1994 1994 1994
(Ratios)

Low (< 0.2} 4/
Lao P.D.R. &/ 0.10 0.06 0.12 0.06 0.03 0.49
Myanmar 0.10 0.06 0.40 0.26 0.02 0.30
Yemen 0.25 0.12 1.38 1.15 0.02 0.15
Viet Nam 0.39 0.17 1.45 0.52 0.08 0.69
Moderate {0.2-0.5) 4/
Benin 6/ 0.34 0.45 1.05 0.91 0.20 0.86
Bolivia 6/ 0.44 0.35 0.90 0.84 0.14 Q.92
Burkina Faso G.13 G.24 0.24 0.34 ¢.09 9.81
Burundi 0.27 0.31 0.38 0.64 0.08 0.79
CAR 0.22 0.39 ¢.33 0.48 0.13 0.82
Chad 0.11 0.23 0.19 0.18 0.08 0.85
Congo 5/ G.47 4.87 0.24
Ethiopia 7/ 0.28 0.3¢ 0.65 0.45 0.22
Ghana 0.42 0.37 0.54 0.61 0.09 0.28
Kenya 0.32 0.36 1.70 1.25 0.11 0.29
Rwanda a.09 .22 0.19 1.09 0.07 0.34
Sencgal 5/ 0.40 0.43 1.67 1.55 0.18 0.82
Uganda 0.59 0.33 0.60 0.42 0.09 .82
High to Severe (> 0.5) 4/
Angola 0.43 0.63 4.28 12.83 0.18 0.97
Cameroon 0.38 0.68 1.70 6.11 0.32 0.89
Cote d'Ivoire 8/ 0.58 0.79 5.24 39 0.30 0.87
Guinea 0.68 0.82 0.74 0.95 0.18 0.95
Honduras 6/ 0.64 0.65 1.55 1.18 0238 0.76
Mali 0.46 0.65 0.70 0.73 0.15 0.91
Niger 0.35 0.52 0.84 1.6] 0.17 0.95
Nigeria 0.87 0.75 4.35 2.48 0.3] 0.59
§ao Tomé and Principe 0.93 0.78 0.69 0.58 .35 1.00
Sierra Leone 1.38 0.99 5.53 3.34 0.44 0.77
Tanzania 0.63 0.62 3.08 3.81 0.20 0.25
Toge 9/ 0.338 0.54 2.18 5.34 0.23 0.93
Severe (> 1) 4/
Equatorial Guinea 0.75 1.05 0.53 1.08 0.36 0.93
Guinea-Bissau 1.15 1.23 0.74 0.90 0.38 1.00
Guyana 1.07 1.02 5.58 3.64 0.50 0.42
Madagascar 1.26 1.00 1.7 1.88 012 0.95
Mauritania 6/ 1.23 1.13 J.os 2.08 0.45 0.35
Mozambigue 10/ 1.53 1.41 1.61 1.32 0.43 0.96
Nicaragua 2.35 4.09 19.52 10.11 1.41 0.93
Sudan 1.26 1.96 4,86 8.78 0.55
Zaire 0.52 6.24 34 1.99 0.15
Zambia 1.38 1.52 5.23 4.14 Q.61
Simple Average 0.65 0.73 11/ 2.34 2.44 11/ 0.30 0.69
Weighted Average 12/ 0.77 09211/ 334 3.61 11/ 0.43 0.55

Source: IMF staff estimates.
1/ Based on consolidated public sector debt, including debt te the IMF. Public sector operations consolidated at the central
government level unless otherwise indicated. The categorization is based on the scheduled debt-service-to-current-expenditure
ratio. Data for Liberia and Somalia is not available.

2/ Based on medium- and long-term public sector debt.

3/ Based on budgetary data. Includes interest payments on domestic debt.
4/ Refers to the 1994 scheduled debt-service-to-current-expenditure ratio.
5/ Includes state and jocal governments.

7/ Includes public enterprises.
8/ Includes the amortization, stabilization and social security funds.

10/ Includes provincial governments.

11/ Excludes Zaire.

EI Weighting based on consolidated public sector indehtedness.

9/ Includes the amortization and stabilization funds and some loca] governments.

6/ Consoliduted public sector includes state and local governments, state enterprises and the financial public sector.
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5. Fiscal compared to external measures of the
external debt-service burden

Generally, there is a high positive correlation (0.82) between SDS-to-
revenue and S$DS-to-exports-of-goods-and-services ratios (Appendix I, Chart 9
and Appendix I, Table 27). 1/ However, some countries with relatively
high external indicators of the debt-service burden have relatively low
fiscal indicators, such as Ethiopia and Yemen. Equally, there are
countries with relatively low export ratios, but which require a relatively
high proportion of their fiscal revenues to service their external debt,

For CAR, Camercoon, Chad, and Niger the low correlation between export
and revenue ratios is clearly due to low revenues (less than 10 percent of
GDP). 2/ 1In Equatorial Guinea, Congo and Tanzania, fiscal revenues are
about 20 percent of GDP, but the proportionally stronger balance of payments
position reflects a relatively more favorable private saving behavior.

Theoretical considerations that may help explain why some of these
countries with higher fiscal than external burden indicators may have
resorted relatively more to external financing are their comparatively low
government revenues--due to inefficient tax systems or weak implementation--
and/or relatively high public expenditures. Another possible explanation is
limited domestic financing opportunities due to such factors as the small
size of the domestic capital market, the high default and political risk
perceived by potential bond buyers, or policies which constrain the market
determination of interest rates. 3/

6. An _illustrative approach to fiscal sustainability

The existence of fiscal deficits does not necessarily imply that the
ratio of debt to government revenue will grow over time. This ratie will
grow inexorably, however, if a govermnment runs primary deficits and the
interest rate exceeds the growth rate of public revenues. How much and how
fast this ratio changes, how much debt the private sector, and the rest of
the world, is willing to hold, and the starting level of indebtedness are
important determinants of the fiscal sustainability of a country's external
debt.

1/ As a result of a correlation, as would be expected, between government
revenues and exports.

2/ The programs supported by IMF resources in these countries in 1994 all
focused on measures to enhance the revenue base and increase revenues.

3/ For a complete discussion, see "Public Debt and Fiscal Policy in
Developing Countries,” by Vito Tanzi and Mario Blejer, in Kenneth Arrow and
Michael Boskin, "The Economics of Public Debt," Proceedings of a Conference
held by the International Economic Association at Stanford, Galifornia
(1988).
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CHART 9
Fiscal and External Measures of External Debt, 1994
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Table 27. Heavily Indebted Poor Countries:
External and Fiscal Measures of the External Debt Service Burden, 1994 1/

Scheduled external debt service relative to

Government revenue 2/ Exports of goods and services
(Ratio) (Ranking) {Ratio) (Ranking)
Lao 3/ 0.06 1 0.04 1
Myanmar 0.07 2 0.33 13
Viet Nam 0.15 3 0.11 2
Yemen 0.24 4 0.37 17
Burkina Faso .28 5 0.18 4
Ghana 0.29 6 0.31 11
Kenya 0.29 7 0.26 9
Ethiopia 3/ 0.31 8 0.45 26
Uganda 0.31 9 0.27 10
Bolivia 4/ 0.31 10 0.37 16
Burundi 0.33 11 0.36 15
Benin 4/ 0.46 12 0.22 6
Chad 0.48 13 0.15 3
Senegal 5/ 0.51 14 0.20 5
Honduras 4/ 0.54 15 0.34 14
Congo 5/ 0.63 16 023 7
CAR 0.68 17 0.23 8
Tanzania 0.74 18 0.32 12
Guinea 0.74 19 0.38 18
Mali 0.75 20 0.40 22
Rwanda 0.80 21
Mauritania 4/ 0.87 22 0.44 24
Cote d'Ivoire 6/ 0.91 23 0.41 23
Guyana 0.92 24 0.48 27
Angola 0.98 25 0.55 29
Togo 7/ 0.99 26 0.39 21
Nigeria 1.05 27 0.48 28
Niger 1.10 28 0.39 20
Cameroon i.11 29 0.44 25
Sicrra Leone 1.11 30 0.66 31
Equatorial Guinca 1.11 3 0.39 19
Guinca-Bissau 1.44 32 0.93 33
Madagascar 1.66 33 0.62 30
Sao Tomé and Principe 1.83 34 0.98 34
Mozambique 8/ 1.83 35 1.38 36
Zambia 1.86 36 1.06 35
Sudan 1.89 37 1.99 37
Nicaragua 4.15 38 3.5 38
Zaire 6.08 39 0.76 32

Source: IMF staff estimates.

1/ Data for Liberia and Somalia is not available.

2/ Based on central government obligations, unless otherwise indicated.

Includes Public Enterprises.

4/ Consolidated public scetor includes state and local governments, state enterprises and the financial public sector.
5/ Includes state and local governments.

6/ Includes the amortization, stabilization and social sceurity funds,

7/ Includes the amortization and stabilization funds and some local governments.

8/ Includes provincial governments.
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This section provides an illustrative assessment of fiscal
ustainability for a group of 13 countries with a severe debt burden on the

asis of fiscal ratiocs. 1/ The assessment is based on a stylized

framework (Appendix I, Box 10). For each country, a base case has been
defined with a plausible set of assumptions about key macroeconomic
variables (Appendix I, Box 11). 2/ This rules out the possibility of
achieving a lower debt-to-revenue ratio by relying on an unsustainable
exchange rate policy to extract resources from the private sector. 3/ The
key base case assumptions include no monetary financing, non-monetary
domestic financing limited to a roll-over of interest due, and a constant
external -debt-to-revenue ratio. This assessment represents a first
illustrative exercise that simply asks whether the 1994 fiscal stance of the
countries analyzed would have been sufficiently strong to keep the 1994
external debt/revenue ratio unchanged; this does not imply any judgement of
the optimality of this ratis. For a more thorough assessment of
sustainability, further work would be needed analyzing on a case-by-case
basis each country in its specific macroeconomic context and external
environment.

o in

1/ Cameroon, Equatorial Guinea, Guinea Bissau, Madagascar, Mozambique,
Nicaragua, Niger, Nigeria, Sdo Tomé and Principe, Sierra Leone, Sudan,
Zaire, and Zambia.

2/ See Olivier Blanchard, "Suggestions For a New Set of Fiscal
Indicators," Department of Economics and Statistics Working Paper No. 79,
OECD, April 1990.

3/ For the application of a related framework to oil producing countries
see Liuksila, Garcia and Bassett, "Fiscal Policy Sustainability in
0il-Producing Countries," IMF WP/94/137, November 1994; to industrial
countries see WEQO, Chapter IV, October 1993; to India see Parker and
Kastner, "A Framework for Assessing Fiscal Sustainability and External
Viability, with an Application to India," IMF WP/93/78, October 1993. Some
of these considerations are raised also in the appendix of the forthcoming
board paper "Responze of Investment and Growth to Adjustment Policies:
Lessons from 8 Countries,” which includes an evaluation of fiscal sustain-
ability of total debt. For an application in the context of medium-term
fiscal scenarios see "Nepal, Background Paper," SM/95/99 (5/10/95).
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Appendix I, Box 10. Fiscal Sustainability Framework

The framework compares the current fiscal
stance against the stance required to stabilize the
external-debt-to-revenue ratio at the base year.
The indicator of fiscal sustainability is based on
the primary gap needed to achieve stability of the
external-public-debt-to-government-revenue ratio.
The primary gap is defined as the difference
between the actual primary balance and the
primary balance needed for sustainability. A
positive gap indicates an inconsistency between
the actual fiscal stance and the stability of the
debt-to-revenue ratio. The required balance is
defined based on:

. a solvency constraint which
requires budgeted expenditures to equal the sum
of domestic revenue (inflationary and non-
inflationary) and borrowing (domestic or foreign)
and;

. a binding external debt target.

The second constraint is necessary to
ensure that the government does not pursue an
unsustainably expansionary fiscal policy financed
by foreign borrowing. The assumption made here
is simply that the target is to keep the external-
debt-to-revenue ratio constant, without making a
judgement on whether this is a sufficiently
ambitious target.

For the most basic illustration of this
framework, consider a country with zero revenue
growth, a 4 percent average interest rate on
external debt, a debt to revenue ratio of 1 and no
domestic financing. Such a country needs to

produce primary fiscal surpluses of 4 percent of
revenue a year to maintain the external-debt-to-
revenue ratio constant.

The framework does not imply that the
stability of the external-debt-to-revenue ratio is
necessarily optimal. Reduction of external debt
exposure may be required in many cases. In
particular, there might be a need to increase public
savings more than the amount suggested by this
sustainability criterion alone.

Several factors affect the assessment of
fiscal sustainability of external debt: anticipated
tax reforms, windfalls from export taxes (such as
the one recently observed among coffee
exporters), the rate of interest on new foreign
currency denominated borrowing, the degree of
debt concessionality, the evolution of foreign
grants, the extent to which external debt is
reschedulable, and the exchange rate policy.
Because changes in the exchange rate may alter
substantially the primary balance required to
stabilize the debt-to-revenue ratio, Appendix 1,
Tables 28-29 decompose the impact that exchange
rate changes have on the primary gap.

Cross-country comparisons such as the one
in this appendix may be biased by the different
forms in which individual countries receive
foreign support, e.g., by concessional interest
rates, grants or debt relief measures. An in-depth
assessment of the fiscal sustainability of the
external debt of a country would need to be based
on a comprehensive macroeconomic and fiscal
framework applied on a country-by-country basis.
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Appendix I, Box 1i. Base Case Assumptions for Fiscal Sustainability
The main base case assumptions are: -- the ratio of concessional to total
external public debt;
a, non-monetary domestic financing
is limited to a roll over of domestic interest due. -- the nominal concessional and

The ratio of domestic debt to revenue would vary ~ market interest rates on foreign borrowing by the
according to a growth rate given by the real public sector;
domestic interest rate discounted by the real
growth rate of governmeni revenue. There is no - the inflation rate;
monetary financing (see annex for details);
c. no foreign grants;
b. no changes in:
d. exchange rate changes set equal to
the domestic-foreign inflation differential.

Nine of the countries 1/ with a severe debt-service burden show a gap
in 1994 between their actual fiscal primary balance and the balance that
would have been required to keep the external-debt-to-revenue ratio stable
{Appendix I, Table 28). 2/ Setting the exchange rate variation during the
year equal to the domestic-foreign inflation differential would remove
Equatorial Guinea, Sierra Leone, and Sudan from this group, but add Nigeria.
It is striking that under the base case, all countries with current IMF
arrangements (Equatorial Guinea, Guinea-Bissau, Nicaragua, Sierra Leone, and
Zambia) - -except for Mozambique--had negative primary gaps, i.e., a fiscal
stance that would not contribute to an increase in the external-debt-to-
revenue ratio,

These results should be viewed with caution. For many countries, the

sustainability assessment for 1994 is expected to differ from their future
fiscal outlook to the extent that changes in govermment revenue or debt
relief are anticipated. For example, in the case of Sierra Leone, revenues
were depressed in 1994/95 by civil conflict; a recovery is expected in
subsequent years together with more debt relief. The results are heavily
dependent on the fiscal position in 1994: for some countries, the 1994
results reflected exceptional revenue efforts (such as the recovery of
arrears in the case of Zambia). Further analysis based on a case-by-case
approach would have to take into account the particular fiscal circumstances
of each country.

l/ Camerocon, Equatorial Guinea, Madagascar, Mozambique, Niger, Sdo Tomé
and Principe, Sierra Leomne, Sudan, and Zaire.

2/ Allowing for changes in the base case assumptions regarding foreign
grants or the degree of concessionality would not change substantially the
fiscal sustainability assessment for any of the countries considered

(Appendix I, Table 28, and Appendix I, Annex).
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Table 28. Heavily Indebted Poor Countries: Stylized Fiscal
Sustainability Analysis of External Debt—-Summary
Primary balance Primary gap
1990-93 1994 Total 1/ Base case 2/
(Ratios to government revenug)

Cameroon -0.20 0.06 2.64 1.68
Equatorial Guinca -1.27 -0.69 4.87 -1.19
Guinea-Bissau 0.13 0.26 -3.98 -5.99
Madagascar -0.65 -0.75 4.52 1.61
Mozambique -0.99 -1.59 4.39 2.46
Nicaragua -0.48 0.21 -0.51 -1.96
Niger -0.91 -1.38 6.95 2.10
Nigeria 0.09 -0.10 -0.57 0.77
Sdo Tomé and Principe -2.41 -3.66 13.10 0.97
Sicrra Leone -0.29 -0.22 1.18 -0.24
Sudan -0.93 -0.09 1.28 -6.31
Zaire -2.49 0.02 46.37 7.45
Zambia 0.12 0.35 -3.63 -3.22

Source: IMF staif estimates.

1/ As defined in the Annex. Debt target given by the debt-to-revenue ratio at the beginning of 1894,
2/ Assumes that changes in the exchange rate follow the domestic-foreign inflation differential.
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ANNEX

External Debt and Fiscal Sustainability

This annex applies and extends the work of Buiter (1994) on fiscal
sustainability of debt. 1/ 1In particular, among the extensions provided,
the analysis that follows differentiates between stabilizing the gxternal
vis-a-vis the total debt ratio; incorporates the effect of a varying degree
of concessionality of foreign borrowing, and uses an alternative income
variable defined by total government revenue, rather than the usual GDP,

In addition, the following framework isolates the effects of foreign grants
in financing of the public sector, generalizes the criteria for fiscal
sustainability, allowing for the possibility of targeting a particular debt
ratio, and accounts for possible changes in the exchange rate which may
induce variations in the government’s net worth without changes in the
fiscal stance.

The following definition of the government budget constraint, expressed
in domestic currency, is used:

-§, + i,BS, + i{EB!, =B - BL, + E/(B; - B;.,) +H - H

t-1

(1

where the fiscal balance may be financed through foreign debt,
domestic debt or some degree of monetization.

S{ is the primary balance, defined as public sector revenue (tax and
non-tax revenue, excluding grants and seigniorage), less expenditures,
exclusive of total interest payments;

i, is the nomlnal interest rate on government bonds denominated in
domestic currency (B )N

i* ¢ 1s the nominal interest rate on foreign currency denominated
borrowing by the public sector (B };

B. is the stock of non-monetary financial debt at period t, excludin
official foreign exchange reserves. The stock is composed of domestic (B™}
and external (B*t) Liabilities, the latter converted at the average nominal
market exchange rate E..

+ E B, (2)

1/ Buiter, W., "Indicators of Fiscal Sustainability," Mimeo, August 1994,
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H, is the stock of monetary liabilities, or base money.

The following expression for the required budget surplus based on a
target debt (external or total)-to-revenue ratio is derived by denoting by
lower cases the above variables expressed in percent of total government
revenue, and substituting, as appropriate, for the additional definitions

[(1+ 1) + (i -1i0)ad(1l +e,)

1+ 70 (1 + gy -Vb;.;-d -0, -n -y, P

is the nominal concessional interest rate on foreign borrowing by

below:

s, = |

where
ict

the public
o is
ey is
IIt is
gr 1is
Ut is

government
ng is

sector;

the ratio of foreign concessional to total external debt;
the rate of devaluation of the nominal exchange rate;

the growth rate for the deflator of government revenue;
the growth rate of real government revenue;

seigniorage, defined as the change in Hy in percent of total
revenue;

the domestic currency equivalent of foreign grants to the public

sector as a proportion of teotal government revenue;

7y is the targeted degree of reduction in the debt to revenue ratio;

and

(1 + rt) 4

d
= - (4)
d, + b, (1+gt)bt,1

where r, is the real domestic interest rate,

Note that all the terms in the expression for the required primary
surplus (equation 3) have a straightforward interpretation. The first term
on the right hand side determines the sustainable (required) primary surplus
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based on the previous stock of external debt, the external interest rate,
the rate of devaluation, the real growth rate of government revenue and the
inflation rate. 1/ This term is corrected by the propertion of concessional
debt and the difference between concessional interest rates and market
rates. The second term, d. (equation 4), captures the increase in domestic
debt ratios above the levels explained by the domestic interest and
government revenue growth rates.

The primary surplus required to target the ratio of external
debt-to-government revenue is derived by setting d. equal to zero. In this
case, non-monetary domestic financing is limited to the amount of interest
payments due. The ratio of domestic debt to revenue would vary as long as
the growth rate of government revenue differs from the domestic interest
rate. 2/ Targeting of the total debt to revenue ratio requires d, to be
non-zero, with bdt—b t-1 yielding the following additional term in the
expression for the sustainable primary surplus:

di‘i&’bg_ ) (5)
(1 + g.)

Appendix I, Table 29 derives, from equation 3, the sustainable primary
balance for 13 countries with SDS-to-revenue ratios greater than 1 in 1994,
The table decomposes the required primary balance in two components: one is
due to the difference hetween the average foreign interest rate and the real
government revenue growth rate; the other is due to the impact of exchange
rate deviations from the purchasing power parity during the year. 1In
addition, the table shows the required primary balance under two alternative
assumptions: including grants as revenue and replacing all non-concessional
debts with concessional ones.

The results show that in almost every case, because of the sensitivity
of the debt-to-revenue ratio to changes in debt wvaluation, the primary
balances required to stabilize it are very large, some being strongly

1/ Assumed to be equal to the growth rate of the deflator for government
revenue .

2/ Under the alternative assumption of no non-monetary domestic
tinaneing. the ratio of domestic debt to revenue would vary according to the
revenue growth rate with positive rates implying a declining ratio. In
addition to stabilizing the external debt to revenue ratio, the required
primary surplus would hAVP to provide for the payment of the domestic
interest due {d :-rtxb £ 1), since no domestic financing would be allowed.



Table 29. Heavily Indebted Poor Countries: Stylized Fiscal Sustainability Analysis of External Debt

Required primary

balance under

Required primary balance alternative assumptions

Total Due to
Exchange Interest World Debt to Including Including
rate Concessional Burden revenue inflation revenue grants grants and
variation  Base case factor 3/ factor 4/ factor 5/ factor 6/ target concessional
@=®)+(@) Gy (c)=d)+(e) (d) (e)=[D/(g)-11*h) (b)) ® h) terms 7/
(Govemment revenue ratios; unless otherwise indicated)
Cameroon 2.70 0.97 1.73 -0.09 1.82 1.42 1.05 5.10 2.69 2.55
Equatorial Guinea 4.18 6.06 -1.88 -0.08 -1.80 1.i0 1.42 7.90 3.47 3.40
Guinca-Bissau 3.7 2.01 -5.72 010 -5.63 (.85 1.4 30.21 -4 89 4.92
Madagascar 3.717 291 0.86 -0.18 1.04 1.16 1.07 12.20 341 3.24
Mozambique 2.80 1.93 0.88 -0.30 1.18 1.12 1.05 17.03 - 1.59 1.43
Nicaragua -0.30 1.45 -1.75 0.21 -1.55 0.99 1.05 30.33 -0.54 -0.88
Niger 5.57 4.85 Q.72 0.16 0.88 1.17 1.05 775 4,90 479
Nigeria -0.67 -1.34 0.67 -0.01 0.68 1.14 1.03 6.17 -0.67 0.86

Sio Tomé and Principe ~ 9.44 12.13 -2.69 -0.07 -2.62 0.96 1.06 29.47 7.88 7.87
Sicrra Leone 0.96 1.42 -0.46 -0.05 -0.41 0.87 0.98 n 0.68 0.65
Sudan 1.1%9 7.59 -6.40 0.12 6.28 0.81 1.07 25.86
Zaire 46.39 38.92 7.47 0.33 7.81 1.31 1.03 29.08 46.31 45.13
Zambia -3.28 0.41 -2.87 0.09 277 0.81 1.02 13.09 -3.65 3.7

Source: IMF staff estimates.

1/ As defined in the annex. Debt target given by the debt-to-revenue ratio at the beginning of 1994,
2/ Other than the variation assumed under the base case.

3/ Based on actual degree of debt concessionality.

4/ Reflects real revenue growth, average nominal foreign interest rate and inflation in partner countries.

§/ Foreign interest and real government revenue growth rate differential.

6/ As measured by the change in export unit value of trading partners.

! Assumes all external debt to be on concessional terms.
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positive, others strongly negative. Therefore, attempting to stabilize the
debt-to-revenue ratic in any given year would not be a realistic goal.
However, stabilizing or reducing the ratio over time would be a reasonable
goal. The results also show the difficulty of stabilizing the debt ratio
when its initial level is high. In Equatorial Guinea, for instance, to
maintain a debt-to-revenue ratio equal to 8 the required primary balance was
equivalent to 4 times government revenue in 1994. The exchange rate
devaluation that took place during the year required a primary balance equal
to 6 times the government revenue to maintain a stable debt-to-revenue
ratio. Excluding the exchange rate impact, other factors--such as the real
growth in government revenue in excess of the average foreign interest rate,
and accounting for the existing degree of debt concessionality--would have
allowed a reduction in the debt-to-government-revenue ratio equivalent to
almost 2 times government revenue (Appendix I, Table 29).
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External Debt of the Baltic Countries, the Russian Federation,
and the Other Countries of the Former Soviet Union,
and Russian Claims on_ Developing Countries

This Appendix surveys developments in the external indebtedness of the
Baltic countries, Russia, and the other FSU countries (chapter I), and
provides an overview of Russian claims on developing countries (chapter II).
As a result of the zerco-option agreements, the Russian Federation inherited
the external assets and liabilities of the FSU, and thus is by far the
largest debtor and creditor in the region. Various overall points on Russia
are worth emphasizing:

. According to the Russian valuation, Russia’'s claims on developing
countries amounted to about US$170 billion at the end of 1993, exceeding by
more than 40 percent the size of its external debt (some US5$120 hillion,
including debt to former COMECON countries).

. Many of Russia‘’s claims are disputed by debtors in terms of both
coverage and valuation.

. Partly in consequence, these claims have been largely
non-performing--Russia received debt service of only around U841 billion in
1994,

. Russia paid debt service to its creditors of around US$4 billion
in 1994, notwithstanding substantial debt relief granted by Russia’s
official bilateral and commercial creditors.

1. External Debt of the Baltic Countries, the Russian Federation,
and the Other Countries of the Former Soviet Unien

The main developments in the external indebtedness of the Baltic
countries, Russia, and the other countries of the former Soviet Union (FSU)
are: 1/

. Most of the debt to non-FSU creditors is owed by the Russian
Federation and was inherited from the U.5.5.R.; Russia is a net creditor to
the other countries of the FSU.

1l/ There are significant shortcomings in the gquality and coverage of data
on debt. For example, with respect to intra-FSU indebtedness, there are
substantial discrepancies between information from creditors and from
debtors. Also, for lack of a time series, CMEA debts between Russia and
former CMEA countries are not included here (according te Russian sources,
debt owed to CMEA countries amounted to US$26 billion at end-1994).
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. Some countries (notably Armenia, Georgia, the Kyrgyz Republic, and
Tajikistan) have accumulated debt to non-FSU creditors reflecting increased
multilateral and bilateral assistance in support of their stabilization
efforts and structural reforms, as well as the use of import finance. Sone
of this debt, such as the balance of payments and humanitarian assistance
from the EU, was contracted on inappropriate terms, involving large bullet
payments.,

* There has been a rapid build-up of intra-FSU debt (mainly to
Russia and Turkmenistan), reflecting mainly (i) the conversion by Russia of
correspondent account balances to state debts and provision of state
credits; and (ii) the conversion of trade arrears to state debts.

. The sharp build-up of trade-related arrears resulted mainly from
the large rise in the price of energy imports (toward world market prices)
in a system of traditional trade relations--established under the highly
integrated former Soviet command economy--whereby suppliers continued to
deliver goods without payments, for technical, political, and other reasons.

° A factor in the debt build-up was inadequate debt-monitoring and
control systems; many countries have taken steps to set up and strengthen
such systems,

. The profile of scheduled debt service for the medium term of
several of these countries (notably Georgla and Tajikistan) raises the
prospect of a need for further debt reschedulings to reduce actual debt
service to the countries' payments capacity.

Section 1 briefly describes the agreements on Union of Soviet Socialist
Republics (U.5.5.R.) debt that were signed among the various countries
following the break-up of the FSU; Section 2 discusses the evolution of
external debt and debt service in 1992-94, distinguishing between intra-FSU
operations and those with non-FSU creditors,; Section 3 deals with the
accumulation of arrears on external debt; while Section 4 discusses
reschedulings of debt and debt service with FSU and non-FSU creditors; and
finally, Section 5 looks at the evolution and current status of
debt-monitoring and control systems in the region.

1, Agreements on U.S5.5.R. debt

With the break-up of the U.S$.5.R., the lack of a clear responsibility
for servicing its external debt became an impediment to establishing normal
relaticns between, on the one hand, the Baltic countries, Russia and the
other FSU countries, and, on the other hand, their external creditors. To
address these concerns, on October 28, 1991, the Russian Federation and
seven other countries of the FSU signed a Memorandum of Understanding (MOU),
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The failure of the MOU and the Interstate Treaty to provide for
satisfactory debt service led the Russian Govermment, in April 1993, to
propose the "Zero Option" Agreement, in which the signing countries gave up

their claims on the external assets of the FSU in return for Russia’s taking
over the responsibility for these countries’ share of FSU external debt. To

date, all countries have signed the "Zero Option" Agreement except for the

Baltic countries, who have argued that they were occupied countries during

the period they were part of the U.5.5.R., and, therefore, the question of

ownership rights and obligations over a share of FSU assets and liabilities
is not applicable to them (Appendix II, Table 1).

1/ Two other countries signed in 1992, Georgia and Ukraine.
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2. Evolution of debt and debt service in 1992-94

The region's external debt rose from US$83 billion in 1992 to
US$108 billion in 1994 (Appendix II, Table 2), reflecting the capitalization
of interest on FSU debt, increased multilateral and other bilateral
assistance in support of these countries’ stabilization efforts and
structural reforms, and the emergence of intra-FSU debt. The bulk of the
debt is owed by Russia to non-FSU creditors, as a result of Russia’s taking
over the external assets and liabilities of the FSU under the Zero Option
agreement. In terms of the share of the region’s total debt, 1/ Russia’s
share fell from about 94 percent in 19922 to 87 percent in 1994,

Scheduled debt service fell for Russia from 35 percent of exports in
1992 to about 30 percent (or 25 percent of exports of goods and nonfactor
services) in 1994. However, during this period, actual payments were
significantly lower due to the rescheduling of obligations to official
creditors and the accumulation of arrears to commercial banks and suppliers.
Of the scheduled debt service due of US5$19.4 billion and US$19.9 billion in
1993 and 1994 respectively, Russia paid in cash only US$$2.5 billion and
US$3.7 billion respectively; payments in 1392 were minimal.

For the Baltic countries and most of the other FSU countries,
debt-service ratios were small through 1994. However, in scme countries,
such as Georgia where debt service due in 1994 reached 32 percent of
exports, debt-service ratios rose sharply. This reflected a rapid builld-up
of relatively short-term debt combined with a sharp decline in trade with
traditional trading partners following the breakup of the U.S.S.R. In many
of these countries exports have been slow to recover, and in several
countries (Armenia, Azerbaijan, Belarus, Kazakhstan, and Moldova) the level
of exports recorded in 1994 was lower than in 1992.

a. Debt _and debt service to non-FSU creditors

Russia’'s external debt rose from about US$79 billion in 1992 to
US5594 billion in 1994, all to non-FSU creditors. This reflected mostly
capitalization of interest on existing debt and borrowing from multilateral
institutions.

The total stock of debt owed to non-FSU creditors by the Baltic
countries and the other FSU countries (excluding Russia) rose from
US$1.4 billion in 1992 to US$6.5 billion by end-1994 (Appendix II, Table 3)
or about 9 percent of GDP (with wide variations from 5 percent for

1/ 1Including intra-FSU debt.
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Table 2. The Baltic Countries, Russia, and the other Countries of the
Former Soviet Union; External Debt—Summary (Stocks at end of period), 1992-94

1992 1993 1994 1992 1993 1994
(In_millions of U.S. dollars) (In_percent of tota] debt)
Total debt outstanding 1/ £3.089 93,571 108,423 100.0 100.0 100.0
Medium-and long-term debt 2/ 69,005 77,260 B87.42] B3.0 B82.6 80.6
Public and publicly guaranteed 3/ 67,005 75,760 86,409 20.6 21.0 79.7
Official Creditors 39,281 50,488 59,064 47.3 54.0 54.5
Multlateral {excl. IMF) 298 1,816 2,608 0.4 1.9 2.4
World Bank 2 549 1,291 - 0.6 1.2
EBRD - 12 73 - - 0.1
E.U. 297 1,155 1,144 0.4 1.2 1.4
Other - 100 100 - 0.1 0.1
Bilateral 36,292 48,672 56,456 46.9 52.0 52.1
FsSU 3,321 6,077 7,676 4.0 6.5 7.1
Russia 3,277 5,625 5,930 3.9 6.0 5.5
Turkmenistan - 198 1,244 - 0.2 1.1
Other 45 253 503 0.1 0.3 0.5
Non-FSU 35,662 42,595 48,779 429 45.5 45.0
Private creditors 27,724 25,212 27,345 33.4 27.0 25.2
Bonds 1,700 1,600 1,700 2.0 1.7 1.6
Commercial banks 124 126 135 0.1 a.1 0.1
Other 25,900 23,546 25,510 31.2 25.2 23.5
Private nonguaranteed 3/ 2,000 1,500 1,012 2.4 1.6 0.9
Short-term dabt 4/ 13,013 13,185 15,377 15.7 4.1 14.2
Debt to IMF 1,071 3,126 3,733 L3 33 3.2
ESAF - - 14 - - -
SBA 1,071 1,229 1,393 1.3 1.3 1.3
STF - 1,878 4,290 - 2.0 3.9
CCFF - 19 37 - - -
Memorandum items:
Externai debt arrears owed to 9,016 10,590 16,151
FSU creditors 315 586 2,785
Non-FSU creditors 5/ 8,701 10,004 13,366
Multilaterals -- 3 6
Bilaterals 4,401 5,001 5,711
Other (private) 4,300 5,000 7,589
Total debt (in percent of GDP) 74.5 40.1 30.5
Non-FSU debt 71.5 37.5 28.3
FSU debt 3.0 2.6 2.2
Debt owed to non-FSU creditors by 79,768 87,494 100,747 100.0 100.0 100.0
Baltic countries 180 663 982 0.2 0.8 1.0
Russia 78,700 83,700 94,200 98.7 95.7 93.5
Other FSU countrics 888 3,131 5,565 1.1 3.6 5.5

Sources: Data provided by authorities; and IMF staff estimates.

1/ Excluding CMEA debt.

2/ Includes arrears for some countries.

3/ These guarantees refer to those of the debtor country, and not to those provided by creditor governments or their export
credit agencies.

4/ Includes Russia’s interest arrears of US$4.3 billion, $5.0 billion, $7.5 billion for 1992, 1993 and 1994 respectively.

3/ At end-1994, Ukraine owed 1JS§144 million, Georgia US$12.3 million, Tajikistan US$8.3 million, and the Kyrgyz
Republic US$1.5 million.
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Table 3. The Baltic Countries, Russia, and the other Countries of the
Former Soviet Union: Debt hy Country (Stocks at end of Period), 1992-94 1/

1992 1993 1994

Non-FSU FSU Total Non-FSU FsU Total Non-FSU  FSU Total
Creditors  Creditors Creditors Creditors Creditors  Creditors
o milli £ U8, dollam)

Total 20085 3321 Bld406 87434 6077 23350 100747 1676 108.423
Russian Federation 78,700 - 78,700 13,700 - 83,700 94,200 - 94,200
Other countrics 1,385 3,321 4,706 3,794 6,077 9,871 6,547 7,676 14222

Armenia 57 kk] 20 62 67 129 122 79 202
Azerbaijan - - - - - - 59 165 224
Belarus 435 135 570 403 586 989 587 595 1182
Estonin 37 - 37 140 - 140 169 - 169
Georgia 95 - 95 180 365 545 336 647 933
Kazakhatan 574 1,274 1,848 1,394 1,403 2,797
Kyrgyz Republic 28 157 184 122 173 295 38 182 420
Latvia 69 - 69 242 - 242 3 - 370
Lithuania 74 20 9 281 - 281 443 - 443
Moldova 17 - 17 174 2 256 410 94 504
Tajikistan 45 - 45 99 290 389 149 549 697
Turkmenistan - - - 168 - 168 418 - 418
Ukraine 386 2,834 3,220 B34 2,738 3,572 1,269 3,425 4,694
Uzbekistan 142 143 285 515 502 1,017 582 538 1,120
(n_percent of U.S, dollar GDF) 2/

Total s 20 n3 s w6 sl 83 22 NS
Russian Federation 96.0 - 96.0 517 - 517 3313 - 333
Other countrics 4.7 11.2 15.9 5.3 8.5 12.8 9.0 10.5 19.5

Armenia i8.8 12.1 309
Azerbaijan - - - 5.1 143 19.5
Belarus 108 13 14.1 10.4 152 256 10.6 10.7 21.3
Estonia 34 - 34 8.6 - 8.6 6.4 - 6.4
Georgia 14.8 300 44.3 27.0 520 789
Kazakhstan 4.9 10.9 15.8 8.6 8.7 17.3
Kyrgyz Republic 12.1 172 293 24.0 18.3 424
Latvia 52 - 52 10.3 - 10.8 10.7 - 10.7
Lithuania 8.6 23 10.9 8.6 - 2.6 1.6 - 1.6
Moldova 1.5 - 1.5 8.9 4.2 131 21.4 49 26.2
Tujikistan 15.5 - 15.5 14.6 423 574 19.0 9.9 88.9
Turkmenistan - - - 5.4 - 54 17.5 - 17.5
Uksaine 21 15.1 17.1 2.5 8.1 10.5 52 14.0 19.2
Uzbekistan 7.1 7.1 14.2 9.4 9.1 18.5 10.3 9.5 19.7
(In_percent of cxports)

Totl 1007 42 048 %6 67 1003 1047 B0 L12§
Russian Federation 150.2 - 150.2 143.6 - 1436 142, - 142.9
Other countries 5.1 122 173 11.7 18.8 306 21.6 253 46.9

Armenia 17.0 9.8 26.8 299 323 623 58.5 378 96.3
Azerbaijn - - - - - - 9.3 259 352
Belarus 16.1 4.6 20.7 324 102 426 42.3 10.7 530
Eslonia 8.1 - 8.1 17.2 - 17.2 13.0 - 13.0
Georgia 355 - 355 50.2 101.4 1515 721 138.8 210.9
Kazakhstan - - - 12.0 267 388 424 42.7 85.1
Kyrgyz Republic 9.8 55.0 64.7 364 517 881 701 535 123.6
Latvia 83 - 33 243 - 243 383 - 38.3
Lithuania 5 1.6 14 14.4 - 14.4 19.7 - 19.7
Moldova 1.9 - 1.9 38.5 13.1 56.6 66.5 15.2 81.7
Thajikistan 245 - 24.5 21.8 64.1 359 291 107.1 136.2
Turkmenistan - - - 6.4 5.6 12.0 20.7 6.1 25.8
Ukraine 34 251 28.5 6.5 214 279 10.7 20.0 W7
Uzbekistan 10.0 10.0 200 17.9 17.5 353 20.5 189 394

Sources: Data provided by the suthorities; and IMF staff estimates.

1/ Excludes CMEA dcbt.

2/ The near halving of debt to GDP ratio between 1992 and 1993 mainly reflects the impact of real appreciation of the ruble
on GDP in U.5. dollars. These same factors were present in 1994 but to a lesser extent.
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Azerbaijan and Ukraine to 27 percent for Georgia). 1/2/ After

independence, these countries started to borrow abroad, especially from
multilateral and bilateral creditors, in support of their efforts to
transform and stabilize their economies, as well as to finance imports. By
end-1994, debt owed by the Baltic countries had reached around US$1 billion,
while that of the other non-Russian countries in the region had reached over
US§5.6 billion.

Total debt-service obligations to non-FSU creditors by the Baltic
countries and other non-Russian countries in the region rose from
US$43 million in 1992 to over US$1.3 billion in 1994 (Appendix II, Table 4).
In relation to exports, their debt service obligations to non-FSU creditors
rose from virtually zero in 1992 to about 4% percent in 1994.

The structure of debt to non-FSU creditors has shifted noticeably
during 1992-94 as the region had to rely increasingly on multilateral and
official bilateral-credits in the virtual absence of new commercial credits
(Appendix II, Table 2). The share of multilateral debt in total non-FSU
debt reached 8 percent at end-1994; among the multilaterals, debt to the IMF
accounted for two-thirds by end-1994 (see Appendix II, Box 2). 3/ The
share of medium- and long-term debt owed to official bilateral creditors
{who continued to provide the bulk of new financing) rose slightly to about
half of the total by end-1994. In contrast, the share of medium- and
long-term debt owed to private creditors declined to about 28 percent at
end-19%4. Short-term debt, including arrears, accounted for about
15 percent of total debt to non-FSU creditors at end-1994.

Most of the external financing from bilateral creditors to the region
was in the context of programs supported by the IMF and the World Bank, and
under the auspices of the EU/G-24 group of creditor countries and
Consultative Groups organized to pledge additional assistance. However,
only Japanese financing (from Japan Eximbank and, for the Kyrgyz Republic,
from OECF) was directly linked to IMF disbursements (Kazakhstan, the Kyrgy=z
Republic, and Mecldova) or was co-financing with World Bank loans (Estonia,
Kyrgyz Republic, Latvia, Lithuania, Kazakhstan, and Moldova).

1/ Public and publicly-guaranteed deht.

2/ The debt-to-GDP ratios, and the figures for U.S. dollar GDP should be
interpreted with caution given the wide swings in exchange rates,
particularly for the earlier years, 1992-93. The near halving of the
debt-to-GDP ratio between 1992 and 1993 mainly reflects the impact of the
real appreciation of the ruble on GDP in U.5. dollars. Some of the high
debt/GDP ratios reflect the collapse in economic activity as well as serious
measurement problems.

3/ The debt stock in relation to GDP owed to multilaterals at end-1994
was highest for the Baltic countries (over 5 percent of GDP) reflecting
their more rapid progress in reform and stabilization. The ratioc for Russia
was about 2 percent of GDP. For the other FSU countries, it averaged
slightly over 4 percent of GDP.



Table 4. The Baltic Countries, Russia, and the other Countries of the Former Soviet Union:
Scheduled Debt Service, 1992-94

Distribution of

1992 1993 1994 Total Scheduled Debt Service
Interest  Principal Total Interest Principal Total Interest Principal Total 1992 1993 1994
(In_millions of U.S. dollars, unless otherwise indicated) {In_percent of group total
Total debt service 5,263 13,280 18,543 4.863 15,085 19,949 6,377 16,500 22,877 100.0 100.0 100.0
Medium- and long-term debt 4,863 13,253 18.116 4,604 15,034 19,638 5,946 16,327 22,274 97.0 98.4 97.4
Public and publicly guaranteed 1/ 4,161 13,253 17,414 4,070 15,032 19,102 4,343 16,127 20,470 92.1 95.8 89.5
Official creditors 2,257 17,911 10,168 2,582 3,887 11,468 3,480 10,588 14,068 41.1 575 61.5
Multitateral (excl. IMF) - - - 43 - 43 103 170 273 - 0.2 1.2
Bilateral 2,257 17,911 10,168 2,539 8,887 11,425 31,3717 10,418 13,795 41.1 57.3 60.3
FsuU - - -- 53 8 61 319 1,319 1,638 - 0.3 7.2 |
Non-FSU 2,257 17,911 10,168 2,486 8,879 11,364 1,059 9,099 12,157 41.1 57.0 53.1
Private creditors 1,904 5,342 7,246 1,488 6,145 7,634 863 5,540 6,402 50.9 38.3 28.0 G
Private nonguaranteed - - - - - - 3 6 9 - - - =
Other 702 - 702 533 3 536 1,601 194 1,795 4.9 2.7 7.8 !
Short-term debt 400 21 427 202 51 253 202 173 375 3.0 13 L6
Debt to IMF = = = 58 = 38 228 = 228 = 0.3 10
Memorandum items:

Debt-service ratios (in percent of exports)

Total 6.6 16.7 23.3 54 16.7 220 6.6 17.1 23.8
The Baltic countries 0.2 0.3 0.4 0.8 0.5 1.3 1.2 0.5 1.7
Russia 10.0 25.3 35.3 8.0 25.3 33.2 8.7 215 30.2
The other FSU countries - 0.1 0.1 0.6 1.2 1.8 2.2 9.0 11.2

Debt service to Non-FSU
Creditors {(in millions of U.S. dollars)

Total 5,263 13,280 18,543 4,810 15,077 19,888 6,058 15,181 21,239 %
Russia 5,250 13,250 18,500 4,650 14,730 19,380 5,750 14,150 19,900 ;
Cther countries 13 30 43 160 347 508 308 1,031 1,339 é

;

Sources: Data provided by the authorities; and IMF staff estimates. -

1/ Debtor countries’ guarantees.
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Appendix II, Box 2. IMF Financing to the Baltic Countries,
Russia, and the Other FSU countries

Much of the IMF’s financing over the
period 1992-94 was under the Systemic
Transformation Facility (STF) which was
established as a temporary facility in April
1993, The STF provides assistance to
members that are experiencing balance of
payments difficulties as a result of severe
disruptions in their traditional trade and
payments arrangements due to a shift from
trade at nonmarket prices to market-based
trade. For eligible members not yet able to
formulate a program that could be supported
under the Fund’s existing facilities, use of the
STF was on the condition that the member
would seek to reach understandings with the
IMF as soon as possible on a comprehensive
adjustment program that could be supported by

an IMF arrangement in the upper-credit
tranches.

By end-1994, three-quarters of IMF
exposure to the Baltic countries, Russia, and
the other FSU countries reflected purchases
under the STF (including all countries except
Azerbaijan, Tajikistan, Turkmenistan, and
Uzbekistan), about one quarter reflected
purchases under stand-by arrangements (the
Baltic countries, Kazakhstan, the Kyrgyz
Republic, Moldova, and Russia’s purchase
under the first credit tranche), and the
remaining small amounts reflected CCFE
purchases (Moldova), and disbursements
under the ESAF (Kyrgyz Republic).

The shocks experienced by the region following the breakup of the

APPENDIX I1

U.5.5.R., and the subsequent delays in achieving economic stabilization, in
conjunction with continuing balance of payments difficulties in many of the
newly independent countries, resulted in reduced access to loans from the
private sector (both guaranteed and non-guaranteed by the public

sector). 1/ Few new credits were obtained, and some of these were secured
by offshore escrow accounts (Appendix I1, Box 3).

1/ The government guarantees referred to here and elsewhere in this
chapter are in connection with the debtor authorities, and do not refer to
guarantees of credits provided by export credit agencies.
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Appendix II, Box 3. Offshore Escrow Accounts and
the World Bank’s Negative Pledge Clause

Offshore escrow accounts may be
requested by external creditors to ensure
availability of foreign exchange to service
specific debt or other contractual obligations.
Escrow accounts have often been used
between commercial lenders and private
buyers.  However, in the case of the
economijes in transition, where the private
sector was small and the value of sovereign
guarantees uncertain, creditors also wanted
public sector buyers to establish escrow
accounts, To facilitate this, the World Bank
agreed in 1993 to consider waivers, on a
temporary and limited basis, of its negative
pledge clause. This clause protects the Bank
against the use of governmental resources, or
the use of governmental authority to mobilize

escrow-secured lending has not yet led to
major additional inflows to transition
economies. To date, only Kazakhstan,
Russia, and Uzbekistan have sought and been
granted waivers from the World Bank’s (and
the EBRD’s) negative pledge clause. In the
case of Russia, export credit agencies of
Ttaly, Japan and the United States have signed
agreements which could potentially support
loans of around US$7 billion for the oil and
gas sector, secured by export proceeds
channeled through off-shore accounts, but
there has been little additional finance from
commercial creditors. The World Bank did
not act to extend the waiver at the end of
1994, and only projects under negotiations
and signed prior to June 30, 1995 would

APPENDIX IT

other resources, to enable other foreign  continue to benefit from the waiver.
creditors to obtain foreign exchange in
preference to the Bank through the creation of

liens or priorities on public assets. |

IEor more information on offshore escrow accounts
and the World Bank’s Negative Pledge Clause, see
pp. 2123, in the "Officially Supported Export
Credits-Recent Developments and Prospects,” World
Economic and Financial Surveys, March 1995.

The precise magnitude of debt secured
by offshore escrow accounts is difficuit to
quantify, but it appears that the possibility of

b. Developments in intra-FSU debt

Intra-FSU debt (excluding the Baltic countries, which have not reached
any debt agreements with Russia or the other FSU countries) has risen
sharply since the breakup of the U.S.5.R., and reached US$7.5 billion at
end-1994 (Appendix II, Table 3). The growth in intra-FSU debt has been
particularly pronounced in Georgia (see Appendix II, Box 4) and Tajikistan
where, at end-1994, debt to FSU creditors was equivalent to 52 percent and
70 percent of GDP, respectively. This brought the total debt outstanding
(including non-FSU debt) at end-19%4 to nearly 80 percent of GDP for
Georgia, and to 90 percent of GDP for Tajikistan, despite their having
signed the "Zero Option" Agreement in 1993. 1/

1/ For Tajikistan, the growth in FSU debt reflected the conversion to
state debt of correspondent account balances with Russia, the build-up of
trade arrears with Uzbekistan, and a ruble currency loan from Russia,
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Appendix II, Box 4. Georgia: Conversion of Trade Arrears to State Debt

The build-up of Georgia's intra~-FSU
debt has arisen mainly from non-payment for
imports of natural gas, primarily to
Turkmenistan, and from the conversion into
bilateral debt of correspondent account
balances with Russia. In 1991 and most of
1992, Georgia was able to pay for its imports
from Turkmenistan with exports of goods.
However, when the price of gas was increased
sharply in 1993, arrears began to accumulate.
Arrears outstanding at end-1993  were
converted into a loan of US$181 million.
However, during 1994, additional arrears of
US$155 million accumulated.

than 60 percent reflected trade financing as
major trading partners continued to supply
goods despite a lack of payments by Georgia.
This debt was initially accumulated without
any bilateral discussions or any assessment of
Georgia’s creditworthiness by the creditors
involved.

In February 1993, Georgia reached a
preliminary agreement with Turkmenistan to
convert all its obligations, including amounts
covered by the 1993 agreement, gas transit
arrears from 1993, and penalties, into a debt
of US$440 million.

APPENDIX TT

By end-1994, Georgia’s total debt
reached about US$1 billion, of which more

The main scurce of the build-up of intra-FSU debt has been the
conversion of correspondent account balances with the Central Bank of Russia
into inter-state loans with virtually all countries in the region except
with the Baltic countries (Appendix II, Box 5). Such balances were incurred
as a result of payment orders channelled through the regional central banks,
largely without control by the creditor or the debtor governments. Russia
closed this credit window from mid-1993, and subsequently provided new
financing mainly in the form of state credits--which required approval of
the Russian Parliament--amounting to an estimated US$495 million in 1993 (of
which US$239 million was to Ukraine) and US$170 million in 1994, All
countries in the region received such credits, except for the Baltic
countries, Azerbaijan, and Turkmenistan, Other important sources of the
build-up of official intra-FSU debt included, (i) the conversion to
inter-state debt of arrears on trade (Azerbaijan, Georgla, Tajikistan, and
Ukraine), the bulk of which was related to arrears on energy imports; and
{(ii) the conversion of inter-enterprise arrears owed to Russian enterprises
into state debt by Turkmenistan (Rub 31 billion) and Ukraine
(Rub 408 billion). The stock of intra-FSU debt is likely to rise further as
continuing negotiations te cenvert remaining correspondent account halances
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Appendix II, Box 5. Conversion of Correspondent Account Balances
into Interstate Debt

On January 1, 1992, the Central Bank
of Russia (CBR) established a system of
correspondent accounts for each of the central
banks of the FSU countries.! Other central
banks gradually followed suit, establishing a
network of official correspondent relations.
These bilateral accounts replaced the
interbranch payments mechanism used by the
State Bank of the USSR (Gosbank) under the

et

~F
By ol )
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pPlanning,
central banks to begin monitoring payments
imbalances in inter-state trade. In early 1993,
the Russian authorities announced that official
financing of inter-state imbalances would be
shifted from the correspondent accounts to
inter-governmental credits, and by May 1993,
the CBR had virtually ceased processing
payments through its correspondent accounts.
Negative correspondent account balances were
to be converted into inter-state debt.

Aandenl anAd allawsad
vl ak allu allvweldl

By end-1994, Russia had signed
agreements to convert such balances into state
debts with all countries, except the Baltic
countries and Turkmenistan. Two key issues
were (i) the appropriate exchange rate for
converting ruble-denominated debts into U.S.
dollar-denominated debts; and (ii) the
repayment terms.

The exchange rate applied in the
agreements ranged from an average of
Rub 292/US$1 for Georgia, to roughly

tub 512/US$1 for Taikistan. and dpnended

-..—-.n.. it SyIRISIQ, QL LRl

in which each country
contracted its official liability vis-a-vis
Russia. Similarly, the terms of repayment
varied, but in general the interest rates on the
debts were market-related, LIBOR plus a
spread of 0.5-1.0 per-cent {(except for Belarus
and Uzbekistan’s first credit, where the
interest rate was zero), and maturities were in

on the period

the range of 4-7 including grace
periods of 1-3 years. The most concessional
terms for the conversion were granted to
Belarus and included a zero interest rate, a
matuntg of about 14 years and a 7-year grace
period.

ycEars,

Besides agreements with Russia, there
were other conversion agreements involving
Georgia (with Armenia, Azerbaijan, and
Kazakhstan as creditors), the Kyrgyz
Republic (with Kazakhstan and Uzbekistan as
creditors), and Uzbekistan (with Belarus as
creditor).

'For more details see "Financial Relations
Among Countries of the Former Soviet Union*
EBS/93/158, and EBS/93/158 Supplement 1,
September 23, 1993.

2Sec Table 3, page 26, of "Financial
Relations Among Countries of the Former Soviet
Union" EBS/93/158.
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and trade arrears into inter-government debt are concluded, 1/ and some of
the current disputes between countries on such debts are settled. 2/

Russia and Turkmenistan are the two major creditors of the region,
accounting for 93 percent of total intra-FSU claims at end-1994
(Appendix II, Table 2). 3/ This reflects their role as major energy
suppliers in the region and the sharp deterioration in the terms of trade of
the other FSU countries as energy prices were raised toward world market
levels, while energy consumption adjusted only slowly. Energy producers
often continued supplying despite lack of payment because of technical
reasons--such as the nature of gas pipelines involved, which often traverse
the non-paying country--and because of close political ties between the
countries concerned. Using debtor country data, debt owed to Russia
increased from US$3.3 billion in 1992 to US$5.3 billion in 1994, while debt
owed to Turkmenistan rose from zero to US$1.2 billion in the same period.
It should be noted that there are significant differences between debt
information provided by debtors and that provided by creditors, reflecting,
in part, different interpretations of what constitutes debt (Appendix II,
Table 6). 4/

Meanwhile, intra-FSU debt-service obligations due rose from zero in
1992 to an estimated USS$l.6 billion in 1994, equivalent to over 6 percent of
exports of the countries of the FSU other than Russia and the Baltic
countries (Appendix II, Tables 4 and 5}.

l/ Negotiations are under way to convert into inter-state debt (i) trade
arrears (1991-93) owed to Armenia by Georgia and Ukraine; (ii) outstanding
arrears on Belarussian imports of gas from Russia; and (iii) trade arrears
to Russia of Belarus and Georgia.

2/ Other current disputes on correspondent account balances include those
between the Kyrgyz Republic and Belarus, Ukraine and Georgia; between
Ukraine and Russia who have yet to agree on the size of penalty payments to
Russia as a result of arrears on energy payments; and between Russia and
Turkmenistan.

3/ Other important creditors at end-1994 on the basis of debtor-country
data included Uzbekistan US$212 million (owed largely by Tajikistan), and
Kazakhstan, US$6% million (owed by Georgia, the Kyrgyz Republic, and
Tajikistan).

4/ For example, a creditor country may include trade arrears not yet
formally converted to debt, whereas the debtor country may exclude this from
its debt ohligations.
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Table 5. The Baltic Countries, Russia, and the other Countries of the
Former Soviet Union: Scheduled Debt-Service Ratios, 1992-94

(In_percent of exports)

1992 1993 1994
Armenia 0.5 2.5 3.8
Azerbaijan 1.3
Belarus 0.1 1.2 2.5
Estonia 1.5 2.1 0.8
Georgia 0.9 4.3 322
Kazakhstan 0.1 . 1.5 3.2
Kyrgyz Republic ~ 1.6 25.6
Latvia 0.3 2.2 4.7
Lithuamia 0.1 0.6 0.9
Moldova — 0.7 2.6
Russian Federation 353 33.2 30.2
Tajikistan ~ 2.3 5.7
Turkmenistan - 0.1 2.4
Ukraine 1.6 15.2
Uzbekistan 1.6 59 13.8
Memorandum items:

Total 17.9 22.0 23.8
Russia 27.1 33.2 36.2
The Baltic countries 0.4 1.3 1.7
The other FSU countries 0.1 1.8 11.2

Intra-FSU debt-service ratio 1/ - 0.2 6.3

Sources: Data provided by the authorities; and IMF staff estimates.

1/ Debt-service payments by the "other FSU countries” (i.e., excluding the Baltic countries and Russia) to other
countries of the FSU, in relation to total exports by the "other FSU countries”.
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Table 6. The Baltic Countries, Russia, and the other Countries of the
Former Soviet Union: Inter-State Debt, 1992-94

(In_millicns of U.S, dollars)

1992 1993 1994
Information from Information from Information from
Debtors Creditors Difference Debtors Creditors Difference Debtors Creditors Difference

Total 3321 265 3056 6081 5932 149 1654 1,800  -146
Armenia 33 1 32 67 59 8 79 99 -20
Azerbaijan - 3 -3 - 83 -83 165 203 -38
Belarus 135 9 126 434 453 -19 421 455 -34
Estonia - — - - - - - - -
Georgia - 18 -18 365 169 195 647 566 81
Kazakhstan - 15 -15 1,274 1,269 5 1,403 1,322 81
Kyrgyz Republic 157 19 138 182 169 12 186 177 9
Latvia - - - - - - - - -
Lithuania 20 1 19 - 1 -1 - -- -
Moldova - - - 82 108 -26 94 119 -25
Russian Federation - 98 -9% - 39 -39 - 1 -1
Tajikistan — 21 -21 290 313 =24 549 484 65
Turkmenistan - 5 -5 148 2 146 148 28 120
Ukraine 1/ 2,834 15 2819 2,738 2,742 -4 3,425 3,807 382
Uzbekistan 143 60 83 502 524 -22 538 538 -

Sources: Data provided by the authorities; and IMF staff estimates.

1/ Discrepancy in [994 may reflect the exclusion of gas arrears from Ukraine's debt.
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c. Maturity structure of overall debt (both to intra-
and non-FSU creditors) and debt-service burden

Most debt outstanding at end-1994 was of medium-term maturity and is
scheduled to be repald before the year 2000 (Appendix TI, Tables 7-8).
Abstracting from the need to clear US$16 billion in end-1994 arrears--
through rescheduling or payments--scheduled debt-service payments decline
from US$19 billion in 1995 to US$10 billion in 2000, dominated by a drop in
Russia’'s obligations from US$16 billion in 1995 to US$8 billion in 2000.
Among the other countries of the region, some have a relatively short
maturity structure of their debt: TUszbekistan, Georgia, Tajikistan, and
Turkmenistan all have large payments falling due in 1995-97. Moldova is
facing a significant rise in repayments in 1998-99, while the Baltic
countries face large bullet payments in 2000 to the EU (Appendix II, Box 6)
and to G-24 countries. For a number of countries, including Armenia,
Azerbaljan, Estonia, Turkmenistan, Ukraine, and Uzbekistan, nearly all debt
falls due over the next 6 years. The scheduled debt service is likely to be
beyond the debt-servicing capacities of several countries, which raises the
possibility of a need for future reschedulings, and underlines the urgency
of instituting adequate debt-management peolicies.

Appendix II, Box 6. European Union (EU) Financing

The debt owed to the EU includes that for
humanitarian assistance and for trade financing;
the latter was originally contracted by the
U.S.S.R., but was disbursed to the various
countries following the break-up of the U.S.S.R.
For several countries (Armenia, Belarus,
Georgia, and Tajikistan), this debt has been
onerous due to its short repayment period
{payments are bullet payments due generally
after 3 years) and high interest rate (ECU-
LIBOR plus a margin of 0.3 percent). Bullet
payments are expected over the period 1995-96,

as follows: Armenia (1995-96), Belarus (1995},
Georgia (1995-97), Moldova (1995), Tajikistan
(1995),

EU financing to the Baltic countries was
in the form of balance of payments support
within the G-24 framework, and not specifically
for trade finance. The first bullet payments for
the Baltic countries (US$24 million for Estonia,
US$70 million for Latvia, and ECU 50 million
for Lithuania), will be due in 2000.

d. Currency composition of debt

Excluding Russia, for which ne recent information is available, the

currency composition of the region’s debt outstanding over the period
1992-94 remained dominated by U.S. dollar debt (Appendix II, Table 9).
Nonetheless, there was a shift away from the U.S. dollar toward other
currencies and, in particular, toward the SDR, reflecting increased IMF
support for adjustment programs in the region. At end-1994, debt
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Table 7. The Baltic Countries, Russia, and the other Countries of

the Former Soviet Union:

Scheduled Debt Service, 1992-2000
{In millions of U_.S. dollars)

Projection (based on debt at end-1994)

1992 1993 1994 1995 1996 1997 1998 1999 2000
Armenia 2 5 8 52 58 31 35 39 33
Principal - 1 1 45 45 19 23 33 29
Interest 2 4 7 7 13 12 12 6 4
Azerbaijan - -- -- 67 76 45 44 18 --
Princtpal - - -~ 58 68 41 41 16 --
Interest - - - 9 8 4 3 2 -
Belarus 2 39 252 219 216 203 154 148 145
Principal - 6 191 119 129 121 78 76 77
Interest 2 33 61 101 87 23 76 72 68
Estonia 7 17 11 13 32 37 37 28 61
Principal 7 13 3 3 22 28 30 22 55
Interest - 4 B 10 10 9 7 6 6
Georgia 1/ 3 16 150 322 115 129 27 26 20
Principal 1 4 118 273 88 110 19 19 14
[nterest 2 12 32 49 27 18 8 7 6
Kazakhstan 2/ 3 69 105 220 242 233 167 132 126
Principal - 49 62 162 193 193 135 [06 106
Interest 3 21 43 58 50 40 32 26 20
Kyrgyz Republic - 6 87 85 74 77 69 49 43
Principal - - 70 67 53 56 50 32 28
Interest - 5 17 19 21 21 19 17 15
Latvia 3 22 45 37 a8 74 60 45 113
Principal - 8 20 12 44 54 43 30 104
Interest 3 14 25 25 24 20 17 15 9
Lithuania 2 12 19 32 64 89 84 33 130
Principal - - - 6 30 50 40 34 74
Interest 2 12 19 25 34 39 44 49 56
Moldova - 3 16 81 76 91 135 133 88
Principal - -- - 45 34 47 95 103 69
Interest - 3 16 37 42 43 40 30 19
Russian Federation 18,500 19,380 19,900 15,870 14,150 11,080 9,900 10,490 8,490
Principal 13,250 14,730 14,150 12,270 10,590 8,320 7,530 8,550 7,190
Interest 5,250 4,650 5,750 3,600 3,560 2,760 2,370 1,940 1,300
Tajikistan - 10 29 114 247 91 34 32 31
Principal -- - 6 75 183 g4 29 28 20
Interest - 10 23 39 64 7 5 4 2
Turkmenistan - 2 59 196 185 84 - - -
Principal -- -- - 170 170 79 - -~ -
Interest -- 2 59 26 16 5 -- - -
Ukraine - 201 1,794 1,075 869 957 93] 930 410
Principal - 130 1,524 777 623 760 7RG 835 353
Interest - 71 270 298 246 197 145 95 57
Uzbekistan 23 165 381 429 234 138 126 112 106
Principal 22 149 347 391 196 110 105 98 98
[nterest 1 16 34 38 38 27 21 14 9
Total debt service [4,223 19,946 22,856 18.813 16,522 13,274 11,802 12,265 9,797
Principal 8,960 15,088 16,492 14,302 12,298 9,993 9,004 9,983 8,225
[nterest 5,263 4,858 6,364 4,511 4,224 3,281 2,799 2.282 1,572

Sources: Data provided by the authorities; and IMF staff estimates.
1/ Projections of deht service before the preliminary agreement reached with Turkmenistan in February 1995,
2/ Does not include debt service on the debt with Russia, for which negotiations on a possible cancellation are underway.
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Table 8. The Baltic Countries, Russia, and the other Countries of
the Former Soviet Union: Maturity Profile of Debt, 1995-2000

The Proportion of Outstanding Debt at End-1994

falling due in
1995 1995-98 1995-2000
(In_percent of debt at end-1994)

Armenia 22 82 96

Azerbaijan 26 100 100

Belarus 10 44 51

Estonia 2 62 95

Georgia 28 52 53

Kazakhstan 12 56 64

Kyrgyz Republic 16 61 68

Latvia 3 49 78

Lithuania 1 36 53

Moldova 9 64 78

Russian Federation 13 50 58

Tajikistan 11 57 61

Turkmenistan 41 100 100

Ukraine 17 81 88

Uzbekistan as 80 89

Memorandum items:

Total 13.5 523 60.0
The Baltic Republics 2.2 45.7 69.4
Russian Federation 13.0 50.2 57.8
Other FSU states 12.4 70.0 76.8

Total (in U.S. dollars) 14,472 55,998 64,223
The Baltic countries 21 448 681
Russia 12,270 47,260 54,450
The other FSU countries 2,181 8,290 9,002

Sources: Data provided by the authorities; and IMF staff estimates.
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denominated in U.S. dollars still accounted for two-thirds of the total debt
{(down from over three-quarters in 1992), while debt denominated in $DRs and
in German marks accounted for about 11 percent each, ECU-denominated debt
remained virtually unchanged at about 5 percent of the total, while the

share of ruble-denominated debt fell to about 3 percent (from 5 percent in
1992).

Table 9. The Baltic Countries, Russia, and the other Countries of the
Former Soviet Union: Currency Composition of Debt (Excluding Russia), 1992-94

1992 1993 1994 1992 1993 1994
(In_millions of U.S. dolars) (In_percent of debt outstanding)

Totals 4,747 10,283 14,698 100.0 100.0 100.0
U.S. dollars 3,044 7,151 9,876 76.8 69.5 67.2
ECUs 249 790 714 5.2 7.7 5.3
Yen - 4 241 -- - 1.6
German Marks 457 1,160 1,593 9.6 11.3 10.8
Rubles 1/ 245 392 414 52 38 2.8
SDRs 71 625 1,540 1.5 6.1 10.5
Other 81 161 259 1.7 1.6 1.8

Sources: Data provided by the authorities; and IMF staff estimates.
1/ See Appendix II, Box 5 for a reference to the conversion rate for rubles.

1/ Includes post-cutoff date debt to Paris Club creditors, private sector debt, and gap financing.

2/ On Naples terms according to terms described in Appendix 1, Box 2.

3/ Assumed to take place on January 1, 1995,

4/ Includes all debt to non-Paris Club official creditors, and passive debt.

5/ For 1995 includes the clearance of US$156 million in arrears to non-Paris Club official creditors and private
creditors. Assumes 1995 Paris Club rescheduling agreement is not in force.

6/ Excludes arrears clearance in 1995,
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3. Arrears on debt-.service payments 1/

a. To non-FSU creditors

Similar to the overall debt te non-FSU creditors, Russia accounted for
the bulk of arrears to non-FSU creditors, both to official and commercial
creditors., Russia's arrears rose from US$9 billien in 1992 to US$13 billion
in 19%94. 2/ Some of the other countries in the region started te incur

arrears to non-FSU creditors in 1994, and these reached US$160-170 million
100/ <11 £ (e [ FIDEVEE § § FEPRR. S FITad tl [PURCE B IC
:LL CLIU. LZ77% ., J.I.H: UU.LK oL L.l.l..l..b was owed Uy UI&I.d.J..ll.U \Uosp 194 MLLYLODI,

Appendix II, Table 2).

b. To FSU creditors

Arrears data on intra-FSU debt is incomplete. On the basis of available
information covering Georgia, the Kyrgyz Republic, Tajikistan, Ukraine, and
Uzbekistan, intra-FSU arrears rose from US$0.3 billion at end-1992 to nearly
US$3 billion in 1994--with most of this owed by Ukraine. However, no

arroarc warse ‘v‘nhn?‘f“aﬂ far A‘V‘mnn‘l:l Ralsruca and Maldnva dAoenite thaiyr dshte
TReL LTl wWoLT S SASE SR WS WTliia, LTaiQls, 4@l AVIUUVEG, LSopiebt Lhinal UEULS

to Russia and Turkmenistan--the only net creditors to the other FSU
countries. Available data also exclude inter-enterprise arrears that have
not been converted into inter-state debt (Appendix II, Box 7).

4. Debt reschedulings and cancellations

a. Non-FSU credjitors

There have been few rescheduling agreements between non-F5U creditors and
the Baltic countries, Russia, and the other FSU countries. The Baltic
countries have not rescheduled any of their debts. Russia rescheduled its
debt service owed to the Group of Participating Official Creditor Countries
in 1993, 1994, and in 1995. 3/ 1In December 1991, Russia and its commercial

......... oSO | P B Yy [ erd =l
Ud.[lK LLBULCUL-‘J dgx.eeu on a U-t:J.ULLd.L UL LULtd..LI.I. pLLLLLLPdL delllt:lll—b Wit

subsequent quarterly rollovers. Significant progress has

1/ Excludes arrears on trade payments not yet converted into debt.

2/ Arrears to Paris Club cofficial creditors were eliminated under the
June 1995 rescheduling agreement (see Chapter V).

3/ TFor details of the 1993 and 1994 rescheduling agreements, see page 14,
SM/93/194 (8/23/93), and page 11, SM/94/237 (9/1/94). The June 1995
rescheduling agreement with the Group of Official Creditor Gountries is
described in Chapter V and is summarized in Appendix IV, Table 13.
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Appendix II, Box 7. Inter-enterprise Arrears Between Russia
and Other FSU Countries

Statistics on inter-enterprise arrears
between FSU countries are very poor, making
any analysis difficult. In trying to deal with
such arrears, some slates have resorted to
(1) converting the arrears into inter-state debt;
(ii) debl-equity swaps; (iii) repayments in
kind; or (iv) a combination of these
approaches.

The conversion of inter-enterprise arrears
to inter-state debt has been applied with
respect to Armenia’s arrears to Russia (April
1995), Georgia’s arrears on gas imports from
Turkmenistan (end-1993 and early 1995), and

discussions are under way with respect to
Moldova’s arrears on gas payments. The
February 1995 agreement between Russia and
Ukraine also included provisions for some
debt-equity swaps.  Discussions between
Russia and Befarus on a possible debt-equity
swap are continuing.

Repayments in kind have been agreed
between Ukraine and Russia, Georgia and
Turkmenistan, and Turkmenistan and
Ukraine. Under Georgia's end-1993 agree-
ment with Turkmenistan, Georgia was to
settle part of its debt through shipments of

Ukraine’s arrears to Russia on official debt
and inter-enterprise gas arrears (early 1993).

goods in the first half of 1994, However,
these amounts became payable in cash {U.S.
dollar) thereafter.

A debt-equity swap agreement was
reached between Moldova and Russia, and

been made since then, and the Russian authorities expect to reach agreement
on a term sheet with commercial bank creditors by the end of 1995. 1/

As for the other FSU countries, Georgia reached agreement in early 1993
with Austria to reschedule debt service falling due in 1993-94 (5-year
maturity, no grace period, and a market interest rate). 2/ The Kyrgyz
Republic reached agreement with Turkey in March 1995 for a deferral by one
year of debt service falling due between March 1995 and February 1996,

1/ Russia has also reached agreements with a number of official
creditors, namely former CMEA trade partners, on the settlement of bilateral
debts; the agreements reached with Hungary in 1994 and 1995 provided for the
settlement of Russian debt of US$1l.7 billion mainly through the delivery of
goods, including aircraft and military equipment.

2/ In June 1995, certain creditors of Georgia (Armenia, Austria,
Azerbaijan, China, the Islamic Republic of Iran, Kazakhstan, Russia, and
Turkey} agreed to enter into, or to continue, bilateral discussions with
Georgia to reschedule all of Georgia‘'s overdue obligations and debt service
falling due during the program period of the proposed stand-by arrangement.
The terms of the rescheduling agreements were to be consistent with a total
debt-service payment of US$8 million per quarter during the program period.
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b. FSU creditors

With respect to restructuring of intra-FSU debts, several formal
rescheduling agreements and debt-service deferrals have been agreed
(Appendix II, Box 8). In general, the restructuring agreements featured a
market-determined interest rate, and a medium-term maturity period including
a relatively short grace period. 1In some other cases, although there was no
formal rescheduling, the creditor country (such as Russia) did not press the
debtor (such as Belarus) to make payments, sometimes pending discussions of
debt-equity swaps, often involving energy distribution and storage

facilities.
Appendix II, Box 8. Intra-FSU Rescheduling Agreements and
Debt Service Deferrals
Various rescheduling agreements of  between Russia and Azerbaijan, Moidova,
official debt have been concluded. An Tajikistan, and Ukraine; and between

agreement in December 1993 between Georgia
and Turkimenistan involved a consolidation of
Georgia's debt recognized under previous
agreements; the rescheduling covered the
entire stock of debt, including arrears, with
interest set at LIBOR plus | percent, a
maturity of two years and no grace period. A
preliminary agreement of February 1995 to
convert new gas payments arrears info
bilateral debt included an interest rate of
LIBOR plus | percent, 7 years maturity and a
2-year grace period. Georgia has recently
requested a rescheduling of its debt to
Turkmenistan (and other creditors) more in
line with its debt-servicing capacity in the
context of its stand-by arrangement.

In November 1994, Ukraine and
Turkmenistan reached agreement to reschedule
debt-service obligations to Turkmenistan
falling due in 1994 (including arrears), at an
interest rate of LIBOR plus | percent and
7 years maturity including 2 years of grace.
Other rescheduling agreements were reached

Kazakhstan and Tajikistan.

The Russian Federation agreed to
deferrals on principal payments due on
correspondent account debts with Moldova,
and with Kazakhstan on interest payments due
over the period 1993-94; the latter were to be
paid during 1995.! Uzbekistan also agreed to
defer interest due from Tajikistan in 1993-94
to the first quarter of 1995. In the event,
Tajikistan was unable to pay this amount and
has requested another rescheduling. Russia
and Turkmenistan agreed to a standstill on
debt-service payments for Georgia before
Georgia’s first purchase under the STF.

IDiscussions are underway between Russia and
Kazakhstan to cancel or reschedule US$1.4 billion
owed by Kazakhstan mainly from the conversion of
correspondent account balances; the discussions also
involve the leasing of the Baikonur space center by
Russia.
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5. Debt monitering and control

Prior to the break-up of the U.S.S.R., all information on external debt
was collected through VneshekonomBank (VEB). Immediately following the
break-up of the U.S5.S.R., debt monitoring and control (including data
collection and centralization, and scenario analysis) in most of the
countries of the region was extremely weak, with the exception of the Baltic
countries, where debt monitoring and control was centralized at an early

stage with technical assistance from the World Bank and the IMF.

In Estonia, all official external borrowing has to be ratified by
Parliament, and, since 1992, external borrowing has been channelled through
the Ministry of Finance, which is also charged with monitoring external
assistance. Effective May 1, 1995, a new law requires parliamentary
approval prior to the signing of loan documents, and sets annual limits on
total official foreign borrowing. 1In Latvia and Lithuania, external
debt-monitoring units were set up in the ministries of finance to monitor
developments in external debt. Latvia’s annual budget also establishes
yearly limits on the permissible level of external public debt, and any
contracting or guaranteeing of foreign loans by the Government has to be
approved by the Ministry of Finance.

In Russia, although the VEB continued to be the primary debt manager of
the Russian Federation, the quality and completeness of debt information
suffered after end-1991 since other agencies (including especially the
Ministry of Foreign Economic Relations) could by-pass the VEB and engage in
external debt operations. Debt management in Russia began to improve when,
in mid-1993, the VEB ceased its commercial banking operations, thereby
reducing its role exclusively to that of debt manager for the Government,
reporting through the Ministry of Finance. In mid-1994, a comprehensive
debt registry was set up with the assistance of foreign advisors in order to
provide monthly information on commitments and disbursements of government
and government-guaranteed loans. 1/

With regard to the other FSU countries, at the time of independence, most
did not have functioning debt-monitoring and management systems. In many
countries, the lack of information and control over the contracting and
guaranteeing of debt facilitated the rapid build-up of external debt
(Georgia, Tajikistan, Turkmenistan, and Ukraine). In other countries,
despite relatively small debt-service payments falling due, arrears
accumulated because of a lack of effective debt-management systems {such as
Kazakhstan). However, attempts have been made to strengthen debt management
and control, and a number of countries, including Belarus (which set up a
debt-monitoring unit in late 1994 and introduced strict procedures for
contracting new debt) and the Kyrgyz Republic (see Appendix II, Box 2), have
made progress.

1/ By end-March 1995, the debt-monitoring system in Russia could provide
monthly information on disbursements and debt-service payments falling due.
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Appendix II, Box 9. Improving Debt Management

Attempts to improve and strengthen debt-
monitoring and control systems have focussed
mainly on making the ministry of finance the
key institution responsible for external debt
management. Accordingly, in many states
{Azerbaijan, Belarus, Georgia, Kazakhstan,
Moldova, Tajikistan, Ukraine, and
Uzbekistan) efforts have focussed on the
establishment of a debt-monitoring unit at the
ministry of finance, and making the ministry
the primary external debt manager and
controller for the government.

These efforts have included technical
assistance from the World Bank and other
donors on debt-management techniques and in
computerizing external debt operations. In
addition, some IMF-supported adjustment
nrograms {Azerbaijan, Georgia, Kazakhstan,

and [ iraina) hava includad the cattino_un Af a
allG UKTaine) nave inciuada uik SCing-up oi a

debt-monitoring unit at the Ministry of
Finance either as a prior-action, or as a
structural measure to be implemented during
the program.

Despite efforts to date--some of which are
described below--much remains to be done in
this area, particularly in Tajikistan, where debt
monitoring is still at a rudimentary stage, in
Ukraine where many quasi-governmental
organizations have significant freedom to by-
pass the Ministry of Finance, and in
Kazakhstan where responsibility for debt
management is dispersed among several
institutions.

The Kyrgyz Republic has one of the more
effective debt-management systems in place.
The Ministry of Finance is in charge of debt
monitoring in coordination with the Central
Bank and Goskominvest, an agency in charge

external financing. All

contracting of external debt requires approval
by the Ministry of Finance, and other

ministries or state enterprises cannot obtain
government guarantees for borrowing abroad
without approval of the Ministry of Finance.

Unti]l recently, there was no central
control in Georgia over the contracting of
new debt or the rescheduling of existing debt.
The Ministry of Energy played a prominent
role in negotiations over current gas supplies
(with government guarantees) and debt with
Turkmenistan.  Official credits have been
negotiated by different branches of the
Government including the Ministry of
Finance, the National Bank of Georgia and
the State Committee for Foreign Economic
Relations. A decree signed in May 1995
established a Debt Commission, which 1is
charged with contracting and guaranteeing
external debt, as well as conducting all

craditare

naocntiatinn with faraion Tha
TOIeign CILANOTs. 10

il\uéutl“llollﬂ Y LLIL
Ministry of Finance is responsible for debt
monitoring.

In Kazakhstan, although the Ministry of
Finance 1s formally responsible for debt
management, the institutional responsibility
for external debt monitoring is de facto
dispersed mainly among the Ministry of
Finance, Ministry of Economy, and the
Eximbank (formerly Alem Bank). The
Ministry of Finance is responsible for
payments on government and government-
guaranteed debt, and since early 1994, for
recording all transactions related to external
debt. However, notwithstanding these
responsibilities, the Ministry does not yet
have the authority to obtain loan records of
previously contracted debts which currently
reside with the Eximbank. The lack of direct
access to loan records has made it difficult
for the Ministry of Finance to project
debt-service

anmlrmely the

obligations and pay on a timely basis.
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A particular problem which arose in some countries (Georgia, Kazakhstan,
Latvia, Tajikistan, and Ukraine) was the widespread issuance of loan
guarantees for public enterprises, often by former branch ministries without
central approval {Appendix II, Box 10). These guarantees, when called, have
already had a negative impact on the financial position of governments.
Another problem was the highly dubious financing schemes that were offered

to inexperienced officials in many of these countries. 1/ This has
reinforced the urgency of strengthening debt management in the region.

Appendix II, Box 10. Government Loan Guarantees for Public Enterprises

Some countries have issued large amounts
of government guarantees on foreign
borrowing by state enterprises since 1993. In
Latvia, loan guarantees for public enterprises
reached US$70 million by end-1994, including
US$38 million for a single enterprise.
Kazakhstan also issued loan guarantees for
public enterprises of US$3.5-4.0 billion.

In many countries, the shocks related to
the tramsition from centrally planned to
market-oriented economies and the slow pace
of enterprise reform have reduced the ability
of enterprises to make debt-service payments
on a timely basis. This has often meant that
guarantees are called in, and that governments
have to devote scarce budgetary resources to
meet these obligations in order to avoid
accumulating arrears and to maintain orderly
relations with their creditors. For example,
when a large agricultural enterprise in Latvia
became insolvent in 1994, the Government
had to assume external obligations amounting
to US$38 million. Similarly, the Kazakh
Government had to take over debt service

equivalent to 0.6 percent of GDP in 1994 on
called government guarantees,

In order to reduce this source of risk to
the budget, some countries have resorted to
canceling guarantees on undisbursed credits.
During 1994, the Kazakh Government
canceled US$2.8 billion in credits that had
not been disbursed, thereby reducing the
stock of such guarantees to US$1-1.5 billion.
In addition, in September 1994, it imposed a
moratorium on extending new government
guarantees. The Government intends to
maintain the moratorium until it is confident
that the borrowing enterprises are operating
with sufficient financial discipline to repay
the loans and the budget is in a position to
meet any obligations that may fall due as a
result of such borrowing. The Kazakh
government is also contesting the legality of
some of these guarantees, on the basis that
the signatures were either forged or signed by
unauthorized persons in the early days after
independence.

1/

guarantees and promissory notes were issued under false pretenses.

In Georgia, the authorities issued a declaration--accompanied by a
letter to central banks in major industrial countries--indicating that

instruments have effectively been recalled.

All such
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II. PRussian Federation Claims on Developing Countries

This chapter presents an overview of Russia’'s claims on developing
countries, in particular on the heavily indebted poor countries, 1/ based
on information provided by creditor and debtor countries. It describes the
perspective, Section 1), debt-servicing arrangements (Section 2), and
debt-restructuring agreements concluded and under negotiation (Section 3).
Section 4 focuses on the importance of Russia as a creditor vis-a-vis
heavily indebted poor countries. The main findings are:

e According to the Russian valuation, Russian claims on developing
countries inherited from the FSU are large in absolute terms (US5$173 billion
at end-1993). Among these, claims on debtor countries reporting to the
World Bank’s Debtor Reporting System (DRS) amounted to US$1l4 billion or
over one tenth of these countries’ total debt.

* About two-thirds of the heavily indebted poor countries are indebted
to Russia, and on the creditor country valuation basis, Russia's claims
account for around one quarter of their total debt.

® Many of Russia’ claims are disputed by debtors in terms of coverage
as well as in terms of valuation.

* Due to these disputes, and also reflecting difficult economic
conditions in some debtor countries, only small payments have been made on
this debt during the last five years.

¢ Russia has offered, and in some cases granted, sizable debt relief to
many countries in the last few years. There has also been a substantial

accumulation of arrears.

1. Data sources and description of the claims

According to the Russian authorities, the Russian Federation acquired
all external claims of the U.5.S.R. as a result of the "Zero COption"”
Agreement. 2/ These agreements covered all pre-1991 claims, whether
commercial or state credits. For subsequent credits, claims resided with
the provider of the funds--state credits with the government and commercial
credits generally with the enterprise concerned.

The financial terms of state and commercial credits variled from country
to country depending on pelitical relations, payments capacity, and the
nature of the loans. State credits, though with variations across recipient
countries, were in general long term and at interest rates of 5 percent or

1l/ For the list of heavily indebted poor countries on which the Russian
Federation reported claims see footnote 1 in Appendix II, Table 11.
2/ See Appendix 11, Chapter I.
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less; they financed the purchase of goods, such as power plants and military
equipment, and the provision of technical assistance. Commercial credits
were of a shorter maturity and with interest rates of about 7 percent, and
financed the purchase of goods such as oil. Commercial credits were signed
by foreign trade companies, provided from central funds and approved by the
government. The reciplents were large state-owned companies or banks, with
guarantees provided by their country’s central bank or central government.

Preliminary information provided by the Russian authorities includes
claims resulting from loan agreements, and outstanding assets and
liabilities held in clearing accounts of bilateral trade and credit
arrangements as of December 31, 1993. These figures include state claims,
accounting for 85 percent of total Russian claims, resulting from bilateral
trade and credit agreements. Though preliminary, the information on state
claims is believed to be more accurate and complete than that on commercial
credits. 1/

According to the Russian authorities, Russia's official claims on all
developing countries stood at US$173 billion at end-1993, including
US$59 billion owed by countries which do not report to the DRS (Appendix 17,
Table 10). 2/3/ Some 80 percent of total claims are ruble-denominated.
For 49 developing countries with debt to Russia that report to the DRS, debt
to Russia at US$11l4 billion accounted for 14 percent of their total external
debt, and about one third of their bilateral debt.

According to data provided by debtor countries, their U.S5.5.R,
ruble-denominated debt to Russia stood at Rub 43 billion at end-1993, and
their convertible-currency-denominated debt at US$24.5 billion. Valuing the
ruble-denominated claims at Rub 0.5854 per US$1l (the official ruble exchange
rate as of end-1993), the debt to Russia of the developing countries that
report to the DRS would amount to US$91 billion, or 25 percent of their debt
to official creditors (Appendix II, Table 10). It should be noted that many
debtor countries disagree with this valuation method and the exchange rate
used (Appendix IT, Box 11). The differences between debtor data and the
data provided by Russia reflect largely these disputes and the broader
country coverage of Russian data.

1/ The information provided includes claims denominated in convertible
and in non-convertible currencies. No information was provided as to the
original currency of the claims. Assets and liabilities held 1in clearing
accounts were denominated in non-convertible currencies.

2/ State claims amounted to US$149 billion, including ruble-denominated
claims valued at US$123 billion (Rub 72.3 billion).

3/ Cuba and North Korea account for US$42 billion of the debt to Russia by
the non-DRS countries.
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Table 10. Russian Federation Claims on Developing Countries as of end-1993

Total Of which: Total Russian claim derived from: 3/ Of which: Ruble-Denominated 3/
external Bilateral 1/2/  Creditor Debtor  Difference  Creditor  Debtor  Difference
debt 1/ data 4/ dats 5/ data 6/ data

{In_billions of U.S. dollars)

Total 173.0 98.0 15.0 137.8 734 64.4
Countrics Reporting to the DRS 8218 368.6 113.8 90.5 23.4 87.3 66.4 20.9
Asia 355.7 144.8 60.3 46.8 13.5 58.4 36.6 21.8
Burope 1459 50.7 9.2 10,7 -1.5 9.2 79 1.3
North Africa/ Middle East 166.6 89.2 26.6 12.9 13.6 18.4 12.7 5.7
Sub-Saharan Africa 122.4 65.4 14.7 15.7 -1.0 1.2 8.2 -1.0
Latin America 31.2 18.5 3.1 4.3 -1.3 - 1.0 -1.0
Others 7/ - - 59.1 7.5 51.6 50.6 7.0 43.5

Russian claims as a share of 3/

Creditor data Debtor data
Total Bilateral Total Bilateral
debt debt debt debt
Memorandum Jtems: n percent (In billions of rubles)
Total 80.7 43.0 317
Countries reporting to the DRS 13.9 30.9 11.0 24.5 51.1 iz 12.3
Asia 17.0 41.7 13.2 323 34.2 21.4 12.8
Europe 6.3 18.2 7.4 21.2 5.4 4.6 08
North Africa/ Middiec East 15.9 20.8 7.7 14.5 10.8 7.4 34
Sub-Saharan Africa 12.0 22.5 12.8 24.0 0.7 48 -4.1
Latin America 9.8 16.6 13.8 234 - 0.6 0.6
Others 7/ 29.6 4.1 25.5

Sources: World Bank Debt Tables 1994-95; data provided by authoritics; and IMF staff estimates.

1/ Russia’s claims included in the World Bank's Debt Tables are incomplete and have been replaced with the amounts reported by the
creditor.

2/ Include Russia’s claims as amended sccording to footnote 1, and valued as noted in footnote 3.

3/ Ruble-denominated claims were converted into U.S. dollars using the official exchange rate of the ruble prevailing as of end-1993,
Rub 0.5854 = US$1, for both the creditor’s and most of the debtors’ reports. Some debtors used a somewhat different exchange rate covering
claims for Rub 7.7 billion, (with an implied weighted average rate of Rub 0.5813 = US$$§1). Many dcbtor countries disagree with the valuation
method and the exchange rate used to value their debt to Russia.

4/ The creditor data include claims on countrics for which the IMF does not have information regarding their debt to Russia. These claims
amount to US%$6.3 billion in North Africa/Middle East, and US$0.5 billion in Sub-Saharan Africa

5/ Most debtors report outstanding stocks as of end-1993, while few others do for different months in 1994 and 1995,

6/ The creditor data include ruble-denominated claims on countries for which the IMF staff does not have information regarding their debt to
Russia. These claims amount to US$0.5 million in Sub-Saharan Africa.

7/ Countries that do not report to the World Bank Debtor Reporting System (DRS) include Afghanistan, Cuba, Iraq, Libya, and North
Korea.
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Appendix II, Box 11. Valuation of U.S.S.R. Ruble-Denominated Claims

The agreements entered into by the FSU
and its debtors, in general, included provisions
for the conversion into freely convertible
currencies of the debt-service payments on
U.S.5.R. ruble-denominated claims. The
conversion was to be effected using the U.5.8.R.
Gosbank official ruble exchange rate, which was
calculated based on the value of a currency
basket. This rate is currently fixed by the
Central Bank of Russia on a monthly basis, using
the same calculation method.

In this chapter, U.$.8.R. ruble-denominated
claims were converted into U.S. dollars at the
official exchange rate as of end-1993 of Rub
0.5854/US$1, for the claims reported by Russia

this. The ruble-denominated debt of these few
countries was valued using the rate each of them

reported.

Many debtor countries disagree with this
particular valuation method and the exchange
rate used. Some of these debtors favor a
valuation method that takes into account recent
developments in the ruble foreign exchange
market, both for calculating the value of the
outstanding claims and debt service.

The valuation method used here does not
constitute an endorsement by the Fund staff of
the appropriateness or validity of this particular
valuation method or the exchange rate used, as

and for most of the debtors. A few debtor
countries reported U.S.S.R. ruble-denominated
claims with a valuation that, on a weighted
average basis, is slightly different from

the appropriate valuation is a matter to be
resolved Dbilaterally between the
Federation and its debtor countries.

Russian

2. Debt-servicing arrangements and pavments record

The original credit agreements generally provided for the debtor country
to service its debt with exports of goods and, in some more recent
agreements, in convertible currencies, including in cases where the
underlying claim was denominated in U,5.5.R. rubles, 1In the latter case, if
the claim was to be serviced in a freely convertible currency (or basket of
currencies), its value was to be determined based on the corresponding
exchange rate of the State Bank of the U.S5.5.R. (the Gosbank). 1/ Usually,
an indicative list of goods to be delivered was included in the bilateral
trade agreement, and individual contracts were negotiated between Soviet
foreign trade organizations {later Russian enterprises) and state as well as
private enterprises in the debtor country. The Russian enterprises would
import these goods for sale in the Russian market or for re-export to third
countries. Prices of the goods, although often notional, were generally
quoted in a freely convertible currency.

1/ Currently the Central Bank of Russia quotes on a monthly basis the
Gosbhank ruble exchange rate.
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The information provided by debtors on debt-service payments to the
FSU/Russia in the last five years is scarce. Payments seem to have been
very limited relative to the amounts due. For example, for debtor countries
which reported payments in 1994, these amounted to US$1.3 billion, or less
than 30 percent of the debt service due {(according to Russian figures).
These payment figures are broadly consistent with those reported by
Russia. 1/ While this in part reflects the non-payment of debt service on
debts under dispute, it also reflects limited payments capacities in some
debtor countries.

3. Debt-restructuring agreements

In light of the very limited debt-service receipts over the previous
decade, the FSU/Russia sought to secure some repayments on its claims by
entering into debt-rescheduling agreements with its debtors. These
agreements did not provide for debt forgiveness, but in general, allowed the
debtor te make payments in kind, with shortfalls in the value of goods
exported relative to the amounts of debt service falling due to be paid in
convertible currencies. When the underlying claims were denominated in
U.S.S.R. rubles, the agreements generally provided for the use of the
Gosbank exchange rate to value the obligations in a convertible currency.

In line with central planning practice, most agreements specified the
volumes of, but not the prices for, the goods to be delivered, leaving the
details of the export contracts to be negotiated by trade organizations. In
general these agreements were only partially, if at all, implemented.

More recently, Russia has been negotiating debt-rescheduling agreements
with countries with very limited payments capacities that include a menu of
options for servicing the debt and often involve sizeable debt
reduction. 2/ Regarding the valuation of ruble-denominated claims, the
Russian Federation's position in the debt restructuring agreements concluded
and in the ongoing negotiations has been, and remains, that the appropriate
exchange rate to value these claims is the U.5.5.R. Gosbank ruble exchange
rate, currently reported by the Central Bank of Russia. In contrast, many
debtors have argued that the U.5. dollar wvalue of these claims should
reflect more recent developments in the ruble foreign exchange market.

In a typical debt-rescheduling agreement, the parties agree annually to
the portion of debt service falling due that is to be serviced in hard
currencies, with exports of goods, and in local currency; the latter is
often used to cover expenses of Russian organizations and to finance

1/ Russia reported receiving payments of only US$0.5 billion in 1994, but
this does not take into account debt service paid by India into Russia’s
rupee account but not drawn down.

2/ 1In some cases, Russia has offered a debt reduction of 80-90 percent of
the contractual value of the claim against cash payment of the remaining
13-20 percent of the claim. However, the repayment of the remaining claim
was to be effected over a relative short period of time, which has sometimes
exceeded the payments capacity of the debtor concerned.
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investments by Russian-owned companies located in the debtor country. A
number of rescheduling agreements between Russia and developing countries
are described in Appendix II, Box 12,

4,

Appendix II, Box 12. Debt-Rescheduling Agreements

In 1990, Bolivia and the
VneshekonomBank, acting on behalf of Soviet
enterprises, concluded a debt-buy-back agree-
ment involving debt of US$9 miliion. The
repurchase was effected at a substantial discount
in 1991.

Under a comprehensive agreement reached
with Jordan in 1992, Jordan bought back at a
discount (in cash and kind) debt with a face
vajue of US$614 million.

Early in 1993, India concluded a
comprehensive debt-rescheduling agreement with
Russia, providing for a nonconcessional resched-
uling of a large portion of India's debt to the
FSU, while the rest was rescheduled on highly
concessional terms with an even stream of
payments over a 45-year period,

Late in 1994, Bulgaria and Russia initialed
a protocol providing for the cancellation of
outstanding mutual claims, and, according to the
Bulgarian authorities, the remaining creditor
balance will be settled in kind by Russia.

Also late in 1994, Egypt and Russia
concluded a debt-restructuring agreement that
terminated an old bilateral payments agree-
ment. According to the Egyptian authorities,
Egypt's outstanding creditor balance will be
used to service its debt to Russia as debt
service falls due.

In February 1993, Poland and Russia
concluded a comprehensive mutual debt-
cancellation agreement covering bilateral loans
and trade credits. According to the Polish
authorities, Poland’s small creditor balance will
be settled in cash by Russia during 1995.

With some countries (Viet Nam, Lao
P.D.R., Mongolia) Russia has not concluded
formal debt-rescheduling agreements, but while
negotiations continue, informal agreements
provide for the debtors to make partial
payments in kind. On an annual basis, the
parties agree on the amounts of goods to be
shipped and their value in U.S5.5.R. rubles.

Russian claims on heavily indebted poor countries

The Russian authorities reported total claims on 26 heavily indebted

poor countries at US$42 billion as of end-1993, including U.S.S.R.
ruble-denominated claims of Rub 14 billion, valued at US524 billion

{appendix 11, Table 11},

Russia 1s the most important bilateral creditor

for this group of countries, accounting for about one-quarter of their total
external debt and slightly less than two-fifths of their bilateral debt.

The debtors reported outstanding U.5.S.R. ruble-denominated debt of

Rub 18.4 billion and US$11 billion in convertible-currency denominated debrt.
Valuing the U.S.S.R. ruble-denominated claims at Rub 0.5854 per US$1l, these
are broadly consistent with those reported by Russia.
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Table 11. External Debt of 26 Heavily Indebted Poor Countries with Debt to Russia, 1993 1/

Debt to Russia Debt to Russia in relation to
Total Of which: derived from 2/ Total debt Bilateral debt
external  Bilateral 3/5/ Creditor 6/ Debtor 7/ Creditor Debtor  Creditor  Debtor
debt 4/5/ data data data data data data
(In billions of U.S. dollars; unless otherwise noted} (In_percent)
Total 185.7 118.7 422 42.2 221 227 35.5 35.6
of which: Ruble debt 8/ 13.8 18.4 12.7 17.0 19.9 26.5
I. By status of negotiations with Russia 9/
Continuing 10/ 111.8 82.6 37.7 36.0 337 322 45.6 43.6
of which: Ruble debt 8/ 13.5 18.1 20.6 27.7 27.9 37.5
No negotiations 65.9 32.5 4.0 6.2 6.0 9.4 122 19.2
of which: Ruble debt 8/ - 0.3 - 0.8 - 1.7
No response 11/ 8.0 3.6 0.5 - 6.5 - 13.9 -
of which: Ruble debt 8/ 0.3 - 6.2 - 13.9 -
II. By status of relations with Paris Club creditors
With agreements 12/ 173.2 110.9 34.6 34.6 20.0 20.0 31.2 31.2
of which: Ruble debt 8/ 11.2 14.0 11.0 13.8 17.2 21.5
Middle-income terms 8.8 15.3 4.4 5.1 15.2 17.8 28.6 33.4
of which: Ruble debt 8/ 0.3 0.3 1.7 1.9 3.2 3.6
Concessional terms 107.8 71.7 29.8 28.0 276 260 38.3 36.0
of which: Ruble debt 8/ 10.8 13.4 17.0 213 23.6 29.5
Lower middle-income terms 36.6 17.8 0.4 1.4 1.2 4.0 2.5 8.1
of which: Ruble debt 8/ 0.1 0.2 0.6 1.0 1.3 2.0
Without agreements 12.5 7.8 7.6 7.6 60.7 61.2 96.9 97.8
of which: Ruble debt 8/ 2.6 4.4 358 612 57.2 97.8

Sources: Dated provided by the authorities; World Bank Debt Tables 1994-95; and IMF staff estimates,

1/ Debtor countries included are: Angola, Benin, Burkina Faso, Burundi, Cameroon, Central African Republic, Chad, Congo, Equatorial
Guineun, Ethiopia, Guinea, Guinea-Bissau, Lao P.D.R., Madagascar, Mali, Mozambique, Nicaragua, Nigeria, Sao Tomé and Principe, Senegal,
Somaha, Sudan, Tanzania, Viet Nam, Yemen, and Zambia.

2/ Creditor report on stocks as of end-1993; likewise for debtor reports, except for Cameroon (stock as of end-February 1995), Central
African Republic and Ethiopia {stock as of end-1994). For the debt included see the description in the text.

3/ Russia's claims included in the World Bank's Debt Tables are incomplete and have been replaced with the amounts reported by the creditor.

4/ The stock of debt reported for end-1993. The figures for official hilateral debt include the estimates for interest arrears on medium- and
long-term debt to official creditors.

57 Includes Russia’s claims as amended according to footnote 3, and valued as noted in footnote 6,

6/ U.5.5.R. ruble-denominated claims valued at the official exchange rate for valuta rubies of Rub 0 5854/US$1 (official exchange rate of the
ruble as ot end-1993).

7/ 1.5 S.R. ruble-denominated claims vatued as in footnote 6. except for Rub 4.4 billion valued at Rub 0.58 per U.S. dollar, which is the
weighted average of Rub/U.S. dollar exchange rates explicitly reported by some debtor countries’ authorities. Many debtor countries do not
agree with the valuation method or the value of ruble exchange rate used to value their debt to Russia.

8/ Rubhle-denominated debt; in millions of rubles.

9/ Based on information provided by debtor countries.

10/ Contacts between the parties range from initial overtures to negotiate, through exchanges of concrete proposals, to quasi-formal
arratgements to service the debt.

11/ These include countries where the staff has no infermation from the authorities.

12/ Includes all countries which currently have or in the past had debt rescheduling agreements with Paris Club creditors. For countries with
multiple agreements on different terms, the country is included in the group corresponding to the most recent agreement.
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Actual debt-service payments to Russia by these countries have been very
limited, amounting to US$123 million in 1994, or less than 3 percent of the
debt service due (according to Russian figures).

According to debtor sources, negotiations are underway covering
US$38 billion of Russian claims on these heavily indebted poor countries (or
90 percent of these countries’ debt to Russia): these have often been
lengthy. These negotiations cover about half of the official bilateral debt
of the 15 debtor countries involved. For the seven debtor countries which
report no contacts with Russia, Russian claims accounted for 12-19 percent
{(depending on the source of information) of their bilateral debt; 1/ this
group includes two countries that have been engulfed in civil conflict.

As of July 1995, nine heavily indebted poor countries with debts to
Russia had current debt-rescheduling agreements with the Paris Club. 2/
Twelve other heavily indebted poor countries with debts to Russia have had
rescheduling agreements with Paris Club creditors in the past. Taking these
countries together, Russian claims that would be subject to the requirement
of comparable treatment of creditors 3/ amounted to US$35 billion in 1993,
or more than 80 percent of Russian claims on the heavily indebted poor
countries. These Russian claims accounted for about 30 percent of the
bilateral debt of these countries. Comparability of treatment of creditors
would call for most of these claims to be rescheduled on highly concessional
terms. The resulting debt-service payments would also need to be consistent
with the country's payments capacity, especially where Russia is a large
creditor of the country concerned.

1/ These are Angola, Cameroon, Central African Republic, Chad, Nigeria,

5S40 Tomé and Principe, and Sudan. Only one of the seven countries currently
has a Fund-supported program. Russia’'s claims on this country account for
0.1 percent of its bilateral debt.

2/ These are Benin, Burkina Faso, Equatorial Guinea, Ethiopia, Guinea,
Guinea-Bissau, Mali, Nicaragua, and Senegal.

3/ As a standard clause of debt-rescheduling agreements with Paris Club
creditors, the debtor country agrees to seek comparable debt rescheduling
terms from other bilateral and private creditors.
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Table 1. Naples Terms: Options and Choices of Options Made by Creditors 1/2/

DR DSR CMI LM
Option 3/ Option 4/ Option 5/ Option
1. Consolidation of non-ODA debts
Overall maturity 23 33 33 40
Grace period 6 - t 20
Reduction in net
present value 67 67 67 -
Interest rate Market rate 6/ il Market rate
2. Consohdation of ODA debts
Overall maturity 40 40 40 40
Grace period 16 16 16 20
Reduction in net
present value - - - -
Interest rate 8/ 8/ 8/ 8/
3. Choices of options made by creditors
Canada Austria United States 9/
France Belgium [taly 10/
Germany Denmark
Netherlands Italy 10/
Norway Japan
Sweden Norway
United Kingdom Portugal
United States 9/ Spain
Switzerland
United Kingdom

Source: Agreed Minutes of debt reschedulings.

i/ The table lists the choices of options made by creditors at the time of the signature of the Agreed Minute in reschedulings in the period
January-July 1995.

2/ For a 50 percent NPV reduction, terms are equal to London terms (see Table 15), except for the debt-service reduction option under a
stock-of-debt operation which includes a three-year grace period.

3/ Debt reduction: cancellation of 67 percent of amounts consolidated.

4/ Debt service reduction: rescheduling of the amount consolidated at lower interest rates so as to reduce the present value by 67 percent.

5/ Capitalization of moratorium interest: debt service reduction with partial capitalization of moratorium interest so as to reduce the present
value by 67 percent.

&/ Reduced interest rate consistent with a 67 percent reduction in the net present value of consolidated debt.

7/ Reduced interest rate that yields a 67 percent reduction in the net present value of consolidated debt. This rate is higher than the interest
rate in the DSR option as 50 percent of moratorium interest is also capitalized in the first 5 years. Capitalized moratorium interest is to be
repaid over 33 years following a grace period of 8 years; no interest is charged on the capitalized amounts.

8/ Interest rates at least as favorable as the concessional rates applying to these loans.

9/ The United States chose the long maturities option in reschedulings for Bolivia and Nicaragua.

10/ Iltaly joined the U.S. in choosing the long maturities option in the rescheduling for Nicaragua.
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(Overview)

Amount Propartion

Consoli- of due

dated 3/ Type of Debt Payments

Date of (In millions Consolidated 4/ Consolidation  Rescheduled 5/6/ Terms 5/7/

Debtor Agreement of U.S. Non-previously Previously Period (In percent) Grace Maturity
Countries 1/ Mo./Day/Yr. dollars) rescheduled rescheduled {Mounths} Pri. Int. {in years)
Algeria 8/9/ | 06/01/94 5,345 PIA - 12 100 106 3.0 14.5
Algeria 9/10/ 11 07/21/95 7,000 Pl - 36 100 100 1.5 13.5
Angola | 07/20/89 446 PIA Partial PIAL 15 100 100 6.0 9.5
Argentina I 01/16/85 2,040 PIA -- 12 a0 S0 5.0 9.5
Argentina 11 05/20/87 1,260 PIA - 14 100 100 4.9 9.5
Argentina {1 12/21/89 2,450 PiA P, Partial A 15 100 100 58 9.3
Argentina v 09/19/91 1,476 PIA PIA 9 100 100 6.2 9.7
Argentina 9/ \% 07/22/92 2,701 PI P1 29 100 100 1 13.6
Benin I 06/22/89 193 PIAL PIAL 13 100 100 7.9% 24 4%
Benin 11 12/18/91 129 PIAL IAL 19 100 100 6.0%* 22.5%*
Benin Il 06/21/93 25 Pl Partial 1 29 100 100 5.3%= 21.8%*
Bolivia I 06/25/86 449 PIA - 12 100 100 5.0 9.5
Bolivia I 11/14/88 226 PIAL PIAL 15 100 106 59 9.3
Bolivia N 03/15/90 300 Pl Pl 24 100 100 7.5% 24 0%
Bolivia 11/ v 01/24/92 65 Pl PI 29 100 100 6.0"* 22.5%%
Bolivia v 03/24/95 482 PIAL Partial PIAL 36 100 100 5.0%%% 3] S¥x*
Brazil I 11/23/83 2,337 Pla - 17 85 85 40 7.5
Brazil 12/ 11 01/21/87 4,178 PIL - 30 100 100 3.0 5.5
Brazil H1 07/28/88 4,992 Pl Partial Ap 20 100 70 5.0 3.5
Brazil 8/ v 02/26/92 10,500 PLA Partial PIA 20 100 100 1.3 13.3
Bulgaria I 04/17/91 640 PIAL A 12 100 100 6.5 10.0
Bulgaria I 12/14/92 251 PIA - 5 100 100 6.3 9.8
Bulgaria 111 04/13/94 200 PIAL - 13 100 100 5.9 9.4
Burkina Faso [ 03/15/91 63 PIAL - 5 100 100 7.9 24 4%
Burkina Faso 11 05/07/93 36 PIAL - 33 100 100 5.1%% 21.6%*
Cambodia 13/ | 01/26/95 249 PIAL PIAL 30 100 100 5. 3%%x )| gxkx
Cameroon I 05/24/89 535 PIA - i2 100 83 6.0 9.5
Cameroon 1 01723792 1,080 PIA i 9 100 100 8.2 14.6
Cameroon 14/ 411 03725/94 1.259 PIAL PIAL 18 100 100 5.8%* 22.3%*
Chad 13/ ] 10/24/89 38 PIAL - 15 100 100 3.0% 24 5%
Chad 13/ 11 02/28/95 24 PIAL PIAL 12 100 100 6.0%%*  3) Skkx
Chile I 07/17/85 146 p - 18 65 - 2.8 6.3
Chile I 04/02/87 157 P - 2] 85 - 2.6 6.1
Congo | 07/18/86 756 PIA - 20 95 95 3.7 9.!
Congo 11 09/13/90 1,052 PIAL PIAL 21 100 100 5.8 14.3
Congo 1 06/30/94 1,175 PIAL PIAL 11 100 100 8. 14.6
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Table 2 (continued). Reschedulings of Official Bilateral Debt, 1976-July 1995 1/

(Overview)

Amount Proportion

Consoli- of due

dated 3/ Type of Debt Payments

Date of {In millions Consolidated 4/ Consolidation  Rescheduled 5/6/ Terms 5/7/

Debtor Agreement of U.S. Non-previously Previousiy Period {in percent) Grace Maturity
Countries 1/ Mo./Day/Yr.  dollars) rescheduled rescheduled {Months) Pri. Int. {In years)
Costa Rica I 01/11/83 136 PlA - 8 85 85 3.8 8.3
Costa Rica ] 04/22/85 166 PIA - 15 90 90 49 9.4
Costa Rica 111 05/26/89 182 PIAL PIAL 4 100 100 4.9 9.4
Costa Rica v 07/16/91 139 PlA A 9 100 100 5.0 9.5
Costa Rica v 06/22/93 58 A Partial A - 100 100 2.0 6.5
Cote d’Ivoire I 05/04/84 230 Pl - 13 100 50 4.0 8.5
Cote d'lvoire 11 06/25/85 213 PI -- 12 100 50 4.0 8.5
Céte d'lvoire m 05/27/86 370 P - 36 30 -- 4.1 8.6
Cote d'lveire v 12/17/87 567 PIAL PIAL 16 100 95 5.8 2.3
Cote d'Ivoire v 12/18/89 934 PIA PA Partial | 16 100 100 7.8 133
Céte d'lvoire VI 11/20/91 806 Pla PlA 12 100 100 8.0 14.5
Céte d’lvoire VII 03/22/94 1,849 PIAL PIAL 37 100 100 5.0%x 21 5%
Croatia 9/ I 03/21/95 861 AL PAL 12 100 100 2.1 13.6
C.AR. I 06/12/81 72 PIA - 12 85 85 4.0 8.5
C.A.R. Ii 07/08/83 i3 PlA - iz S0 90 5.0 9.5
C.AR. 111 11/22/85 14 Pl Partial P 18 90 90 4.8 9.3
C.AR. v 12/14/88 28 PIA Partial PAp 18 100 100 3.0* 24 5*
C.AR. v 06/15/90 4 - Partial PI 12 100 100 8.0* 13.5%
C.AR. Vi 04/12/94 32 PIAL Partial PIAL 12 100 100 6.0%* 22 .5%*
Dominican Rep. I 05/21/85 290 PIA - 15 90 90 4.9 9.4
Dominican Rep. 11 11/22/91] 850 PIA PIA 18 100 100 7.8 14.3
Ecuador | 07/28/83 142 Pl -- 12 85 85 3.0 7.5
Ecuador I 04/24/85 450 PAp - 36 100 - 3.0 7.5
Ecuador m 01/20/88 438 PIA PIA 14 100 100 4.9 9.4
Ecuador v 10/24/89 397 PIAL Partial P[A 14 (00 100 59 9.4
Ecuador v 01/20/92 339 PiA PIA 12 100 100 3.0 15.0
Ecuador Vi 06/27/94 293 PIA Partial PIA 6 100 100 83 14.8
Egypt | 05/22/87 6,350 PIA - 18 106 100 4.7 9.2
Egypt 15/ 11 05/25/91 27,864 PIAL PIAL Stock 100 100 2.5 5.0
El Salvador | 09/17/90 135 PlA - 13 100 100 8.0 14.5
Cha flasimnon 1 TN Ies 1Q DIAT - 1Q 1Ny 1NN 4 < an
Dq. Aruinea 1 VAT LLIOJ ~a L Ta Y 19 R LW he BV A
Eq. Guinea |3/ 11 03/03/89 10 A A - -- - 8.0* 24 .5*
Eq. Guinea 13/ I 04/02/92 32 PIA PIAL 12 100 100 6.0%* 22.5%*
Eq. Guinea {3/ v 12/15/94 51 PIA PlA 21 100 100 5.7%* 22,2%*
Ethiopia I 12/16/92 441 PIAL -- 35 100 100 5.0%* 21.5%¢

FYR Macedonia 9/16/1 07/13/95 290 PIAL PIAL 12 100 100 3.1 14.6
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Table 2 (continued). Reschedulings of Official Bilateral Debt, 1976-July 1995 1/

(Qverview)

Amount Proportion

Consoli- of due

dated 3/ Type of Debt Payments

Date of (In millions Consolidated 4/ Consolidation  Rescheduled 5/6/ ___ Terms 5/7/

Debtor Agreement of U.S. Non-previously Previously Period (In percent) Grace Maturity
Countries 1/ Mo./Day/Yr.  dollars) rescheduled rescheduled (Manths} Pri. Int. (In years)
Gabon I 06/20/78 63 Ap - - - -- - --
Gabon 11 01/22/87 387 Pl - 15 100 90 39 9.4
Gahon I 03/21/88 326 PI - 12 100 100 5.0 9.5
Gabon v 09/19/89 545 PIA - 16 100 100 4.0 10.0
Gabon v 10/24/91 498 PLA P 15 100 100 5.0 10.0
Gabon 9/ V1 04/15/94 1,360 PIAL PIAL 12 100 100 2.0 14.5
Gambia, The 1 09/19/86 17 PtltAt - 12 100 100 5.0 9.5
Guatemala I 03/25/93 440 AL - = 100 100 8.0 14.5
Guinea H 04/18/86 196 PIAL PIAL 14 95 95 4.9 9.4
Guinea I 04/12/89 123 PIA PIA 12 100 100 8.0* 24 5%
Guinea Il 11/18/92 203 A Partial A 12 100 100 6.5%* 23.0%*
Guinea 17/ v 01/25/95 156 PIAL Partial PIAL 12 100 100 6.0%*% ] Skxx
Guinea-Bissau 1 10127187 25 PIA - 18 100 100 9.7 19.2
Guinea-Bissau II 10/26/89 21 PIAL PIA 15 100 100 7.8% 24.3*
Guinea-Bissau 111 02/23/95 195 PIAL PIAL 36 100 100 5.0%x% 3] Gxex
Guyana I 05/23/8% 195 PrltAtLt - 14 100 100 9.9 19.4
Guyana Il 09/12/90 123 PIAL PIAL 35 100 100 6.8 23.2¥%
Guyana 111 05/06/93 39 Pl PI 17 100 100 G.0** 22.5%*
Haiti I 05/30/95 117 PIAL -- 13 100 100 6.0*** 3] Skkx
Honduras I 09/14/90 280 PIAL - 11 100 100 8.1 14.6
Honduras n 10/26/92 180 Pl Pl 11 100 100 5.1%* 21.6%*
Jamaica 1 07/16/84 105 PIA - 15 100 50 39 84
Jamaica 1 07/19/85 62 Pl - 12 100 50 4.0 9.5
Jamaica I 03/05/87 124 PlA - 15 100 85 4.9 9.4
Jamaica v 10/24/88 147 Pl P 18 100 100 4.7 9.2
Jamaica A 04/26/90 179 Pl Partial PI 18 100 100 4.8 9.3
Jamaica VI 07/19/91 127 Pl P1 13 100 100 6.0 14.5
Jamaica VII 01/25/93 291 Pl Pi 36 100 100 5.0 13.5
Jordan | 07/19/89 587 PlA - 18 100 S50 4.8 9.3
Jordan I 02/28/92 603 Pla - 18 100 100 7.7 14.3
Jordan 9/ I 06/28/94 1,147 PIA Partial PLA 35 100 100 2.1 16.6
Kenya &/ 1 01/19/94 535 AL - - 100 100 1.3 7.8
Liberia 1 12/19/80 35 Pl - 18 90 90 i3 7.8
Liberia Il 12/16/81 25 PI - 18 90 %0 4.1 3.6
Liberia ITI 12/22/83 17 PI - 12 90 90 4.0 3.5
Liberia v 12/17/84 17 Pl - 12 90 90 5.0 9.5
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Table 2 (continued). Reschedulings of Official Bilateral Debt, 1976-July 1995 1/

{Overview)

Amount Proportion

Consoli- of due

dated 3/ Tvpe of Debt Payments

Date of tIn millions Consolidated 4/ Consolidation  Rescheduled 5/6/ Terms 577/

Debtor Agreement of U.S. Non-previcusly Previously Period (In percent Grace Maturity
Countries 1/ Mo./Duy/Yr dollars) rescheduled rescheduled {Moaths) Pri. [m. {In yenrs)
Madagascar | 04/30/81 140 PIAt -- 18 85 85 3.8 8.3
Madagascar I 07/13/82 107 PIAt - i2 85 85 3.8 8.3
Muadagascar Il 03/23/84 89 PlA PIA 18 95 95 4.8 10.3
Madagascar v 0572285 128 PI Partial PJ k5 100 160 4.9 10.4
Madagascar v 10/23/86 212 Pl Partial PI 21 100 100 4.6 9 i
Madagscar Vi 10/28/88 254 PIA P1 21 100 100 7.6 24.1*
Madagascar Vil 07/10/90 139 PI Partial Pl 13 100 100 8.0* 24 5%
Maulawi | 09/22/82 25 Pl - 12 85 85 3.5 8.0
Malawi | 1042783 26 Pl -- 12 85 85 3.5 8.0
Malawi m 04/22/88 27 PIA PAp 14 100 100 9.9 19 4
Mali | 10/27/88 63 PIA -- 16 100 100 7.8* 24 3=
Mali 1 11722789 44 PlAt At 26 100 100 7.4 23 .9*
Mali 111 10/29/92 20 PIA Partial PIA 18 100 100 5.1%x 21.6%=
Mauritania 1 04/27/85 68 PIA -- 15 90 %0 38 8.3
Muauritania 11 05/16/86 27 Pl - 12 95 935 4.0 8.5
Mauritania I1I 06/15/87 90 Pl - 14 95 95 4.9 14.4
Mauritania v 06/19/89 52 PIA Partial Pl 12 100 100 8.0* 24.5%
Mauritania A 01/26/93 218 PIA Partial PIAL 24 160 100 5.5%* 22.0%
Mauritania 18/ A 06/28/95 66 Pl Partial P1 36 100 100 5.0%%= 3} 5¥xx
Mexico [ 06/22/83 1.199 PAt -- 6 90 -- 3.0 5.5
Mexico 19/ Il 09/17/86 1,912 Pl -- 15 160 60 4.0 8.5
Mexico I 05/29/89 2,400 PI -- 36 100 100 6.1 2.6
Moroceo 1 10/25/83 1,152 PIA -- 16 85 85 38 7.3
Moroeco 3 09/17/85 1.124 PIA - 18 90 90 38 3.3
Maoroceo m 03/06/87 1,008 Pl Pl 16 100 100 4.7 9.2
Morocco v 10/26/88 96% Pl Partial P 18 100 100 4.7 3.2
Moroceo v 09/11/90 1,350 PIA Pla 7 100 100 7.9 14 4
Maoroceo Vi 02727192 1.303 PlA PIA 11 100 100 8.1 14.5
Mozambigue | 10/25/84 283 PIA -- 12 95 95 5.0 10.5
Mozambigque | 06/16/87 361 PIAL Pl 19 100 100 9.7 19.3
Mozambique i 06/14/90 719 PlAL PIAL 30 100 100 7.2 23 &
Mozambique v 03/23/93 440 Pl Pl 24 100 100 5 5%* 22 OF*
Nicaragud 1 12/17/91 722 PlAa .- 15 100 100 6.0** 22 5%
Nicaragua 20/ 11 03/22/95 848 PIAL Partial P] 27 100 100 5. 4%k* | GEws
Niger 1 11/14/83 36 Pl - 2 %0 60 45 8.5
Niger 1 11/30/84 26 Pl -- 14 % 50 4.9 9.4
Niger 111 11/21/85 38 Pl - 12 %0 50 5.1 95
Niger IV 11/20/86 34 P - 17 100 - 50 95
Niger v 04/21/38 37 Pl -- i3 100 75 100 19.5
Niger Vi 12/16/88 48 Pl Partial Pi i2 100 100 80 21 5%
Niger Vil 09/18/90 116 PIAL Partial PIAL 28 100 195 7.3 BRI
Niger Vil 03/04/94 160 PIAL PIAL 15 100 B0 6 Dx= 22 Sxx
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Amount Proportion

Consoli- of due

dated 3/ Type of Debt Payments

Date of (In miilions Consolidated 4/ Consolidation  Rescheduled 5/6/ Terms 5/7/

Debtor Agreement of U.5. Non-previcushy Previously Period (In percent) Grace Maturity
Countries |/ Mo./Day/Yr. dollars) rescheduled rescheduied (Months} Pri. int. (In years)
Nigeria I 12/16/36 6,251 PIAL - 15 100 100 4.9 9.4
Nigeria H 03/02/89 5,600 PIAtL PIAL 16 100 100 438 9.3
Nigeria I 01/18/91 3,300 Pla Pl 15 100 100 7.9 14.3
Panama I 09/19/85 19 P -- 16 50 - 2.8 7.3
Panama 1 11714790 200 PIAL PIAL 17 100 100 4.8 9.3
Peru [ 11/03/78 420 P -- 1z 90 29 6.5
Peru It 07/26/83 466 Pl - 12 90 S0 3.0 7.5
Pery I 06/05/34 704 PI - 15 90 90 49 8.4
Peru v 09/17/91 5,910 PlA PIA 15 100 100 7.9 14.5
Peru v 05/04/93 1,527 Pl Pl 39 100 100 6.9 13.4
Philippines 1 12/20/84 757 Pl -- i3 100 60 4.8 9.3
Philippines i1 01722/87 862 Pl - 18 100 70 4.7 9.2
Philippines I 05/27/89 [,850 PIA - 25 1oa 75 5.5 8.0
Philippines 21/ v 06/20/91 1,096 Pi Pl 14 100 100 7.9 14.4
Philippines 8/ v 07/19/94 586 Pl - 17 100 100 7.9 14.4
Poland I G4/27/81 2,110 PIA - 8 90 G 4.0 75
Poland 11 07/15/85 10,930 PIAL - 36 100 100 5.0 10.5
Poland I 11719785 [,400 L] -- 12 100 100 5.0 9.5
Poland v 10/30/87 9.027 PIAL PI,Partial Al 12 100 100 4.5 9.0
Poland v a2/16/9Q 10,400 PIAL PIAL i5 100 100 813 13.3
Potand 22/ VI 04/21/91 29871 PIAL PIAL Stock 100 100 6.5 180
Romania { 07/28/82 234 PIA - 12 80 80 30 6.0
Romaria 1l 05/18/83 736 P - 12 60 - 3.0 6.0
Rus. Fed. 23/ I 04/02/93 14,363 PlA -- 12 100 100 5.0 9.5
Rus. Fed. 9/23/ 1 06/02/94 7,100 Pl Partial I 12 100 100 2.8 15.3
Rus. Fed. 9/23%/ $H) 06/03/95 6,400 Pl Pactial [ 12 100 100 2.8 15.3
Senegal 1 10/12/81 75 Pi -- 12 85 85 4.0 8.5
Senepal i 11/29/82 74 Pl - 12 85 85 43 8.8
Senegal n 12/21/83 72 Pl - 12 90 90 4.0 8.5
Seneyal v 01/18/85 122 Pla - 18 95 95 13 8.3
Senegal v 11/21/86 65 Pl - 16 100 100 4.8 913
Senepal Vi 11/17/87 79 Pl - 12 100 100 6.0 15.5
Senepal VII 01/23/89 143 Fl Pl 14 100 100 7 7= 24.2%
Senegal VIIT 02/12/90 107 Pl Partial PI 12 100 100 8.0* 24.5%
Seacygal IX 06/21/91 114 Pla PlA 12 100 100 8.0 24 5%
Senegal X 03/03/94 237 PIAL PIAL 15 100 100 6.0%* 22.5%x
Senegal XI 04/20/95 169 PIAL Partial PIAL 29 100 100 S5.A%Es q) gEax



- 163 - APPENDIX TIT

Table 2 (continued). Reschedulings of Official Bilateral Debt, 1976-]July 1995 1/

(Overview)

Amount Proportion

Consoli- of due

dated 3/ Type of Debt Payments

Date of (In millions Consolidated 4/ Consolidation  Rescheduled 5/6/ Terms 5/7/

Debtor Agreement of U.S. Neon-previously Previously Period (In percent} Grace Maturity
Countries 1/ Mo./Day/Yr.  dollars) rescheduled rescheduled (Months) Pri. Int. (In years)
Sierra Leone | 09/15/77 39 PlAa -~ 24 30 80 1.5 8.5
Sierra Leone 1l 02/08/80 37 PlA - 16 90 50 4.2 9.7
Sierra Leone 1 02/08/84 25 PlAt PIA 12 S0 90 5.0 10.0
Sierra Leone v 11/19/86 86 PIAL Partial PI 18 100 100 4.8 9.2
Sierra Leone v 11/20/92 164 PIAL PIAL 30 100 100 6.0** 22.5%x
Sierra Leone Vi 07/20/94 42 PIAL Partial PIAL 17 100 100 6.0%* 22.5%%
Somalia I 03/06/85 127 PIAt - 12 95 95 50 9.5
Somalia Il 07/22/87 153 PIA Pl 24 100 100 9.5 19.0
Sudan I 11/13/79 487 PIA -- 21 85 &5 30 9.5
Sudan i 03/18/82 203 PIA - 18 90 90 4.5 9.5
Sudan 111 02/04/83 518 PtltAt PI 12 100 100 5.5 15.0
Sudan v 05/03/84 249 Pl - 12 100 100 6.0 15.5
Tanzania | 09/18/86 1,046 PIAt - 12 100 100 5.0 9.5
Tanzania 11 12/13/88 377 PlA PIA 6 100 100 8.2% 24.7*
Tanzania 1 03/16/90 199 PIAL PIAL 12 100 100 8.0* 24 .5*%
Tanzania v 01/21/92 691 PIAL Partial PIAL 30 100 100 6.0%* 22 .5%*
Togo I 06/15/79 260 PIA - 21 80 80 2.8 8.3
Togo 11 02/20/81 232 Pl - 24 35 85 4.0 8.5
Togo I 04/12/83 300 PIA P1 12 90 80 5.0 9.5
Togo v 06/06/84 75 PIR Partial Pl 16 95 95 4.8 9.3
Togo \Y 06/24/85 27 PI - 12 95 95 5.0 10.5
Togo VI 03/22/88 139 PlAp Partial PAp 15 100 100 1.9 15.3
Togo Vil 06/20/89 76 Pl Partial PI 14 100 100 7.9% 24 .4%
Togo VIII 07/09/90 83 - Partial PI 24 100 100 7.5% 24.0%
Togo X 06/19/92 52 - Partial P1 9 100 100 6.0%* 22.5%=
Togo X 02/23/95 237 - Partial PIAL 33 100 100 S.1¥¥* 3] Hxxx*
Trinidad & Tob. 1 01/25/8% 209 PAp - 14 100 - 4.9 9.4
Trinidad & Tob. 11 04/27/90 110 P -- 13 100 - 5.0 9.5
Turkey I 05/20/78 1,300 PIAt -- 13 80 80 2.0 6.5
Turkey 1 07/25/79 1,200 PlAs - 12 85 85 3.0 7.5
Turkey 1 07/23/80 3,000 PlAt PlA 36 90 90 4.5 9.0
Uganda I i1/18/81 30 PIA -- 12 90 90 4.5 9.0
Uganda ] 12/01/82 19 Pl - 12 90 90 6.5 8.0
Uganda 11 06/19/87 170 PIAL Pl 12 100 100 6.0 14.5
Uganda v 01/26/89 89 PIAL PIAL 18 100 100 7.8* 24.3%
Uganda 11/ v 06/17/92 39 PIA PIAL 24 100 100 6.0%* 22 .5%*
Uganda 13/ A 02/20/95 110 -- Partial PAL - 100 100 6.5%%* 33 S¥¥*

Viet Nam I 12/14/93 91 AL -- -- 100 100 6.6%* 23.0%=
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Table 2 {continued). Reschedulings of Official Bilateral Debt, 1976-July 1995 1/

(Qverview)

Amount Proportion

Consoli- of due

dated 3/ Type of Debt Payments

Date of (In millions Consolidated 4/ Consolidation  Rescheduled 5/6/ Terms 5/7/

Debtor Agreement of U.S. Non-previously Previously Period (In percent) Grace Maturity
Countries 1/ Mo./Day/Yr.  dollars) rescheduled rescheduled {Months) Pri. Int. (In years)
Yugoslavia 1 05/22/84 500 P - 12 100 -- 4.0 6.5
Yugoslavia 11 05/24/85 812 P - 16 90 = ig 3.3
Yugoslavia 24/ H 05/13/86 901 P - 12 85 -- 3.9 9.4
Yugoslavia v 07/13/88 1,291 Pl Partial PI 15 100 100 59 9.4
Zaire I 06/16/76 270 PA - 18 85 - 1.0 7.5
Zaire H 10777 170 PI - 12 85 85 3.0 8.5
Zaire m 12/01/77 40 I - 6 -- 75 o 9.0
Zaire v 12/11/79 1,040 PlAt A 18 %0 90 35 9.0
Zaire v 07/09/81 500 PI - 12 90 90 4.0 9.5
Zaire VI 12/20/83 1,497 PtltAtL PIAL i2 95 25 5.0 10.5
Zaire vl 09/18/85 408 Pl Pl 15 95 95 4.9 9.4
Zaire VI 05/15/86 429 PIR - 12 100 100 4.0 9.5
Zaire IX 05/18/87 671 PIA - 13 100 100 6.0 14.5
Zaire X 06/23/89 1,530 PIA PIL,Partial A 13 100 100 7.9* 24.4*
Zambia | 05/16/83 375 PLAt -- 12 90 90 5.0 9.5
Zambia 11 07/20/84 253 PlA PIA 12 100 100 50 2.5
Zambia 111 03/04/86 371 PIA PIA 12 100 100 5.0 9.5
Zambia v 07/12/90 963 PIAL PIAL 18 100 100 7.8 24.3*
Zambia v 07/23/92 N7 PIAL PIAL 20 100 100 5. 5% 22.0%%

Sources: Agreed Minutes of debt reschedulings; and IMF staff estimates,

1/ Excludes debt renegotiations conducted under the auspices of aid consortia. Also excludes official debt reschedulings for countries not members of
the IMF, but includes agreements with Poland signed prior to its date of membership in the IMF (June 12, 1986).

2/ Roman numerals indicate, for each country, the number of debt reschedulings in the period beginning 1976.

3/ Includes debt service formally rescheduled as well as postponed maturities.

4/ Key: P - Principal, medium- and long-term debt
Pt - Principal, debt of all maturities
I - Interest, medium- and long-term debt
It - Interest, debt of all maturities
A - Arrears on principal and interest, medium- and long-term debt
As - Arrears on principal and interest, short-term debt
At - Arrears on principal and interest, debt of all maturities
Ap -  Arrears on principal, medium- and long-term debt
L - Late interest

5/ Terms for current maturities due on medium- and long-term debt covered by the rescheduling agreement and not rescheduled previously.

6/ In most instazuces, some portion of the remaining amount was also deferred for a shorter period.

7/ For purposes of this paper grace and maturity of rescheduled current maturities are counted from the end of the consolidation period. In cases of
multiyear rescheduling, the effective average repayment period can be longer. "*" denotes rescheduling with Toronta terms. "** and "***" denote
reschedulings under London and Naples terms, respectively (if underlined denotes stock treatment under Naples terms), Grace period refers to options
A and C, and maturity refers to Option B for rescheduling on Toronto terms. Grace period refers to the debt-reduction option and maturity refers to
the debt-service reduction option for rescheduling on London or Naples terms.

8/ Reschedulings for Algeria and the Philippines covered maturities on interest only for the first five months of the consolidation period.
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Table 2 (concluded). Reschedulings of Official Bilateral Debt, 1976-July 1995 §/

8/ Graduated payments schedule

10/ For Algenia, principal payments were consolidated over 36 months and interest due over 12 moaths. Consolidated amount is estimated.
11/ Onginal consolidation period. Thereafter extended for [T and 7 months in 1992 for Bolivia and Uganda respectively.

12/ The conditional second tranche of the consolidation for Brazil 100k effect after a further meeting with ereditors in 1987,

13/ Date of informal meeting of creditors on the terms to be applied in the bilateral reschedulings.

14/ Cameroon’s arrears were rescheduled on nonconvessional terms.

15/ Total value of debt restructured for Egypt 1n 1991, includes the cancellation of military debt by the United States.

16/ FYR Macedonia agreed to the terms of the rescheduling agreement, but did not sign the Agreed Minute

17/ Naples terms with 50 percent NPV reduction.

18/

18/ For Mauritania current maturities falling due under London terms were consolidated over 24 months and rescheduled nonconcessionally {see
Appendix V, Table 1 1),

19/ Includes two separate consolidation periods for Mexico in 1986.

20/ For Nicaragua amounts falling due under London terms and on moratorium interest (see Appendix V, Table 12) were consolidated over
17 months and deferred nonconcessionally.

21/ Original consolidation period. Thereafter extended twice by 4 months and 3 months for Philippines in 1991.
22/ Total value of debt restructured for Poland in 1991.

23/ Creditors met under the chairmanship of the Group of Participating Countries.
24/ Includes two separate consolidation periods; however, the second tranche of the consolidation did not hecome effective.
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Table 3. Low-Income Rescheduling Countries: Amounts Due
and Consolidated, 1991-July 1995 1/2/

APPENDIX 111

Arrears as of start

Debt service
falling due during

of consolidation consolidation period Total
{In_miilion of U.S. doliars}
Pre—cutoff date debt service

Debt service due 5,191 6,203 11,395
Not previously rescheduled 3,104 1,892 4,996
Previously rescheduled 2,087 4,311 6,398
Consolidated 4,990 5,830 10,820
Not previously rescheduled 3,066 1,892 4,958
Previously rescheduled 1,924 3,938 5,862
Amount to be paid 201 373 575
Not previously rescheduled 38 -- 38
Previously rescheduled 163 373 536
Moratorium interest - 513 513
Post-cutoff date debt service 679 1,320 1,999
Deferred 55 - 55

Total debt service to be paid
after consolidation 825 2,208 3,033

{In_percent of amount duce)

Amount to be paid 3.9 6.0 5.0
Not previously rescheduled 1.2 - 0.8
Previously rescheduled 7.8 8.7 8.4

Sources: Agreed Minutes of debt reschedulings; and IMF staff estimates.

1/ Includes the reschedulings from Benin (2), Bolivia (2), Burkina Faso (2), Cambodia, CAR, Chad, Equatorial
Guinea (2), Ethiopia, Guinea (2), Guinea Bissau, Guyana, Haiti, Honduras, Mali, Mauritania (2), Mozambique,
Nicaragua (2), Niger, Senegal (3), Sierra Leone (2), Tanzania, Togo (2), Uganda (2), Viet Nam, and Zambia. Includes
Cbte d'lvoire and Cameroon {(excluding arrcars which were rescheduled nonconcessionally) in 1994 fellowing the
rescheduling of their debts on enhanced concessional terms.

2/ Totals include double-counting in cases where previously rescheduled debt has been rescheduled.



Table 4. Lower Middle-Income Rescheduling Countries: Amounts Due
and Consolidated, 1991-July 1995 1/2/

Debt service
Arrears as of start falling due during
of consolidation consolidation period Total

(In_million_of U.S. dollars)

Pre-cutoff date debt service

Debt service due 12,102 12,513 24,615
Not previously rescheduled 7,714 5,220 12,934
Previously rescheduled 4,388 7,293 11,681

Consolidated 10,627 9,528 20,155
Not previously rescheduled 7,548 4,982 12,530
Previously rescheduled 3,079 4,546 7,625

Amount to be paid 1,475 2,985 4,460
Not previously rescheduled 166 238 404
Previously rescheduled 1,309 2,747 4,056

Moratorium interest - 1,528 1,528
Post-cutoff date debt service 1,560 4,145 5,705

Total debt service to be paid
after consolidation 3/ 3,035 8,658 11,693

(In_percent of amount due)

Amount to be pad 12.2 23.9 18.1
Not previously rescheduled 2.2 4.6 3.1
Previously rescheduled 29.8 37.7 34.7

Sources: Agreed Minutes of debt reschedulings; and IMF staff estimates.

1/ Includes the reschedulings for Cameroon, Congo, Kenya, Cdte d'Ivoire, Dominican Republic, Ecuador (2),
Guaternala, Jamaica (2), Jordan (2), Morocco, Nigeria, Peru (2}, and the Philippines (2). Excludes reschedulings in 1994
of Céte d’lvoire and Cameroon on enhanced concessional terms, but includes Cameroon's arrears rescheduled on
nonconcessional terms. The debt restructuring and reduction agreements with Egypt and Poland are excluded.

2/ Totals include double-counting in cases where previously rescheduled debt has heen rescheduled.

3/ These figures exclude Peru’s arrears on post-cutoff date debt of US$761 million and moratorium payments of
US$447 million, which were deferred in 1991 beyond the consolidation period. The figures also exclude US$320 million
of moratorium interest deferred in 1991 and again in 1993, as well as US$37 million of moratorium interest from the
1993 rescheduling that were deferred.
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Table 5. Other Middle-Income Rescheduling Countries: Amounts Due
and Consolidated, 1991-July 1995 1/2/

Debt service
Arvears as of start falling due during
of consolidation consolidation period Total

(In_million of U.S. dollars}

Pre-cutoff date debt service

Debt service due 13,987.1 25,483.1 39,470.2
Not previously rescheduled 5,757.4 16,975.0 22,7324
Previously rescheduled 8,229.7 8,508.1 16,737.8

Consolidated 10,978.1 20,4401 31,418.2
Not previously rescheduled 5,720.4 15,774.1 21,494.5
Previously rescheduled 5,257.7 4,666.0 9,923.7

Amount to be paid 3,009.0 5,043.0 §,052.0
Not previously rescheduled 37.0 1,200.9 1,237.9
Previously rescheduled 2,972.0 3,842.1 6,814.1

Moratorium interest - 2,951.0 2,951.0
Post-cutoff date debt service due 858.9 6,564.6 7,423.5

Deferred 2/ 52.1 - 52.1
Total debt service to be paid 3,815.8 14,558.6 18,426.5

after consolidation

(In_percent of amount due)

Amount to be paid 1/ 21.5 19.8 20.4
Not previously rescheduled 0.6 7.1 5.4
Previously rescheduled 36.1 45.2 40.7

Sources: Agreed Minutes of debt reschedulings; and IMF staff estimates.

1/ Includes the reschedulings for Algeria (2), Argentina (2), Brazil, Bulgaria (3), Costa Rica (2), Croatia, Gabon (2),
and FYR Macedonia, Excludes rescheduling with the Russian Federation.

2/ Totals include double-counting in cases where previously rescheduled debt has been rescheduled.

3/ Includes US$70 million of late interest not consolidated for Brazil.
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Tahle 6. Reschedulings of Official Bilateral Debt:
Amounts Consolidated in Successive Reschedulings, 1976-July 1995

Amount under succsssive agrasments

(In milliona of U .3, dollars)

Kumber
of

{Axresmant) ARTe-

Country 1 II III Iv v ¥I vII VIII Ix X XI Total 1/ ments
Angola 4k h4b i
Carbodia 249 249 !
Croatia 861 861 1
El Salvader 135 135 L
Ethicpia 44l bl L
FYR Maredonia 290 230 1
Gambia, The 17 17 1
Guatemala 440 LYY 1
Haitl 117 117 i
Kenya 535 335 L
Viet Nam 791 791 ‘-
Algaria 5,345 7,000 2/ 12,345 2
Burkina Fasao %] 36 99 2
Chad s 24 62 2
Chile 146 157 303 2
Dominican Republlc 290 850 1,140 2
Caypt 6,350 27,864 3/ 34,214 2
Hupduras 289 180 460 2
Ficaragua 122 848 1,570 2
Panama 1% 200 219 2
Romania 234 736 970 2
Somalia 127 153 280 2
Trinidad & Tobago 209 110 319 2
Betitn 193 129 25 347 3
Bulgaria 640 251 200 1,091 3
Cameroon 535 1,080 1,259 2 874 3
Conga 756 1,052 1,175 2,982 3
Guinea-Bissau 25 21 195% 2¢1 3
Guyana 195 123 a9 357 3
Jordan 587 603 1,147 2,337 2
Malawi 25 26 27 ’8 3
Mal: 63 4y 20 127 3
Mexico 1,199 1,912 2,400 5,511 3
Kigeria 6,251 5,600 3,300 15,151 3
Russian Fedaration 14,363 7,100 6,400 27,8583 3
Turkey 1,300 1,200 3,000 5,500 3
Bractl 2,337 4,178 4,992 10,500 22,807 4
Egquatorial Guinea kL] 19 32 51 131 &
Guinea 196 123 203 156 678 4
Liberia 35 25 17 17 24 4
Mozambigue 283 361 719 440 1,803 “
Sudan 487 203 S8 249 1,457 4
Tanzaniw 1,046 3717 199 691 2,313 4
Yugoslavia 500 812 901 1291 3,304 4
Argentina 2,040 1,260 2,450 1,476 2,701 9,927 5
Bolivia 449 226 300 65 482 1,522 5
Costa Rica 136 166 182 139 58 681 5
Peru 420 466 704 5,910 1.527 9,027 5
Fhilippines 757 862 1,850 1,096 586 5. 151 5
Zambia 375 253 an 963 917 2,879 4
C AR 72 13 14 28 L) a2 163 5
Ecuador 142 450 433 397 239 293 2,059 &
Gabon 63 387 AZ6 545 458 1,360 3,119 6
Mauritania 1] 27 90 52 218 13 521 &
Mcrocco 1,152 1,124 1,008 9% 1,350 1,302 6,946 6
Foland z,110 10,930 1,400 9,027 10,400 29,871 3/ 63,738 &
Sierra Lecne 39 a7 25 86 164 LY 393 [
Uganda ap 19 170 B9 a9 110 &/ 457 6
to d'lvoire 230 213 370 567 934 806 1,849 4,969 !
Jamaica 105 62 124 147 179 127 291 1,035 7
Madagascar 140 107 89 128 212 254 139 1,069 ?
Niger 36 26 J8 LY 37 [1:] 116 160 435 8
Togo 260 232 300 75 27 139 Th as 52 237 1,488 wn
Zeire 270 173 42 1,040 500 1,497 408 429 671 1.530 &L 10
Senegal 75 74 72 122 65 19 143 107 114 237 169 1257 11
Total 58,168 80,492 37.129 36,350 Z1,277 36,027 3,022 784 a3r 2,004 16% 276 259 24

Sources: Agrsed Minutes of debt resschedulings; and IMF staff astimates.

1/ Includes significant double-counting in cases whers previously rsschaduled debt hus beer reschedulsd
¢/ Estimate.

3/ Tectal velus of debt restructured in 1991.
L/ First stock-of-deabt oparation under Naples tarms.
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Debt and Debt Service, 1986-94

1986 1987 1988 1989 1990 1991 1992 1993 1994
1. Debt outstanding {In percent of GDP)
Graduated from rescheduling
Dominican Republic 69 74 86 63 64 64 61 57 52
Ecuador 79 99 106 104 88 7 64 57 52
Egypt 75 60 52 153 133 110 99 91 85
El Salvador 43 41 40 43 9 i7 36 25 23
Guatemala 24 29 25 24 27 22 20 19 18
Kenya 55 69 66 75 69 72 69 110 63
Morocco 102 101 86 87 17 73 15 80 74
Philippines 90 B2 T 63 64 58 57 63 59
Poland 51 66 60 60 79 63 57 56 54
Average 65 69 66 75 71 64 60 62 53
Current rescheduling in effect
Jamaica 1/ 133 143 120 108 101 104 125 95 95
Jordan 91 104 96 159 195 171 142 130 137
Peru 63 51 70 58 62 54 60 64 54
No current rescheduling in effect
Congo 156 130 166 142 151 170 185 230 345
Nigeria 61 104 94 103 104 103 90 24 76
I. Debt outstanding ercent of exports of service;
Graduated from rescheduling
Dominican Republic 265 240 218 202 228 237 225 215 192
Ecuador 319 425 402 355 291 265 226 228 221
Epypt 648 639 626 604 428 349 333 347 17
El Salvador 179 204 208 270 241 240 233 168 154
Guatemala 177 130 155 136 129 123 109 102 94
Kenya 214 z3 300 27 268 270 268 282 222
Morocco 2/ 433 450 347 3%0 305 327 329 345 350
Philippines 3/ 344 343 264 223 219 207 179 182 157
Poland 287 317 274 468 387 324 299 307 265
Average 326 347 10 330 277 260 245 242 222
Current rescheduling jn effect
Jamaica 1/ 240 255 221 214 209 194 174 156 127
Jordan 133 206 274 338 376 47 303 286 267
Peru 450 453 481 408 507 540 575 595 574
No current rescheduling in effect
Congo 358 297 390 279 ki) 66 508 482 455
Nigeria 354 361 402 310 236 268 230 260 314
1II. Debt service (In percent of exports of goods and services)
Graduated from rescheduling
Dominican Republic 283 23.9 20.3 14.7 10.7 13.5 32.0 33.7 15.4
Ecuador 44,1 39.2 526 37.4 38.5 36.0 39.6 29.9 40.8
Egypt £0.1 56.4 9.8 252 693 609 262 174 19.2
El Salvador 37.0 37.9 334 258 24.6 33.5 253 28.4 28.6
Guatemala 5.6 2.2 374 18.6 10.7 14.5 46.6 17.3 13.9
Kenya 0.7 5.7 314 357 6.5 30.5 17.9 0.1 25.7
Moarocco 2/ 38.9 40.5 34.6 39.2 29.2 7.1 8.5 323 45.5
Philippines 3/ 35.9 35.6 34.9 27.6 24.8 26.1 15.4 17.9 17.6
Poland 19.9 16.5 12.4 16.7 6.7 8.3 9.5 10.9 41.8
Average 3314 3.0 29.7 26.8 27.9 28.9 279 209 27.6
Current rescheduling in effect
Jamaica 1/ 50.6 52.7 37.8 27.9 43.8 28.1 25.4 3.0 18.6
Jardan 20.3 11.2 48.2 383 28.0 323 291 230 22.9
Peru 24.2 19.4 12.2 11.7 11.8  308.3 47.8 49.5 43.0
MNo current rescheduling in effect
Congo 18.8 10.8 5.8 4.0 29 1.5 -1.8 2.6 198.4
Nigeria 41.2 20.7 24 19.0 19.2 18.6 24.0 12.6 17.6

Source: WEQ data.

1/ Expected to graduate at the ead of the current consolidation period (September 1995),

2/ In percent of exports of goods, nonfactor sevices, and private transfers.

3/ In percent of exports of goods,

services, and remittances.



Table 8. Selected Debt Restructuring Agreements Involving Official Bilateral Creditors
not Participating in the Paris Club, 1993-95 1/

debt over 11 years, including

2% years grace. Ipterest

7 percent. Short-tarm daht,
repayment over 8 years, including
2% years grace. Interest

6 percant.

Amount
Date of Total 0f which:
Creditors Debtors Agreement. Arrears Coverage Terms Other
Argentina Honduras 6/1994 US$35.4 m US$§35.4 m A Cash buyback effected at a
70 percent discount
China Mali 7/1992 CFAF 45 b P Deferral for 5-years of principal Consolidation period extends
payments, no interest. from January 1992 through
end~1996.
Uganda 2/1993 Uss3Z2 m A+ D Repaymant over 6 years at 5 per-
cent interest of US$28 million,
rast repayment over 3 years with
no interest,
Sierra Mid~1994 Usssl m AYD Repayment to be effected over Debt covered includes
Leone (approximatively) 40-years, at outstanding debtor balance in a
concessional interest. discontinued bilateral trading
agresment.

. Costa Rica Honduras 12/1994 USS27 m UsSs$27 m A Repayment over 17 years, including
6 year grace. Interest at LIBCR
+1.0 percent.

. Germany 4/ Albania End~1993 Rub 37.1m Repayment over 15 years, including Outstanding debtor balance to
6 years grace, Interest 3.5 per- the former GDR, in tha CMEA
cent. arrangement. The debt was

converted into DM 13 million.
Poland 1994 Debtor balance to the former
GDR.,

Hungary Mongeolia 171994 Repayment of TR debt over &4 years, Some short-term, but mostly TH-
denominated balance in a CMEA
clearing account.

Russian Mid~1995 Uss1.7 b Settlement in kind of remaining Final phase of 1992 agreement.
Federation CMEA balances.
India Uganda 2/1992 UsSSs54 m Repayment over 10 years, including
5 years grace, at Libor.
. Mexico Jamaica 6/1993 UsSs$23.1 m Us$23.1 m A Repayment over 12 years including 011 supply debt.
3 years grace. Interest & per-
cent.
USS520.8 m -- P+1I Repayment over 6 years, including Debt previously rescheduled in
3 years grace, Interest 19748,
6 percent.
Poland Russian 271995 Small Settlement in cash during 1995. Cancellation of outstanding CMEA
Federation balances, intergovernmental
loans and commercial credits.
Portugal Angola 6/1994 A+P+1 Repayment of medium- and long-term Repayment to be effected with

0il shipments.

- Ti1 -
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Table 8 (concluded). Selected Debt Restructuring Agreements Invo[vin§ Official Bilateral Creditors
not Participating in the Paris Club, 1993-95 1/

Amount
Date of Total 0f which:
Creditors Debtors Agreement Arrears Coverage Terwms Other
10. Russian Algeria Early 1994 Rub 1.0 b Repayment by 2004. Interest 2 A protocol was negotiated
Federaticn percent. . providing for part of the
payments to be effected in kind.

Egypt Late 1994 Rub 1.7 b . A+D Repayment of the bulk of ruble- As debt service falls due,

£20 m 2/ denominated debt by 2010; rest by Egypt's outstanding creditor
2002. Clearing sterling- balance in a defunct clearing
denominated debt to be repaid by account would be drawn down.
2001,

Mengelia 1994 (7) Rubk 10 b Deferral of principal repayment
until 2000; and of interest
through 1996.

Ukraine 3/199%5 Uss2.6 b Ussz.1 b A+ P About US$51.1 billion will be Debt covered includes commodity
repaid over a 1l3-year period, credits (including USS$1.5 bil-
including 3 years grace; interest lion arrears on gas shipments
Libor + 1.5/2,0 parcent, and intergovernmental loans
US$1.0 billion to be repaid over a (including US$0.6 billion in
12-year period, including 2 vyears arrears).
grace at interest of B.5 percent.

US$0.2 billion canceled through a
debt/equity swap, and US3100
million to be settled through
provision of housing construction
services.
Viet Nam 1994 Rub 9.1 b L. A+D Partial payments on the amounts No formal agreement yet, In the
Uss3is m falling due. meantime an informal arrangement
provides for annual negotiations
to determine geoods and amounts
to be exported.
11. Saudi Arabia Algeria Mid-1995 Us$0.5 b Terms comparable with the lower-
middle income countries tarms of
the 1995 Paris Club agreement.
12. Spain aAngola End-1993 Usslas m A+D Repayment over 2 1/4 years Spain provided new revolving
including 3/4 years gracae. credits and export financing.
Interest based on the rslevant Payments to be effected with oil
commercial interest reference shipments.
rate.
13. Switzerland Jordan 1/1994 USS24 m D +4A Buyback at discount of outstanding Switzerland would fund
debt . environmental projects in Jordan
with the receipts.
14, Taiwan Prov. Jordan Early Uss2.5m Terms comparable to the 1992 Paris
of China 1994 Club rescheduling.
15, Turkmenistan Ukraine Late- Ussl.c b UsS$0.7 b A +D Payment of USS$0.3 billion to be The arrears were accumulated in
1994 /early effected in 1994 (60 percent in 1992 and 1993 on gas supplies.
1995 kind); rest repayment over 7 years
all in cash.
16, Venezuela Haiti 1/1995 USES m Usss m A Repayment over 3 years including

2 years grace; interest 8 percent.

Scurces:
1/ Key:

Information provided by debtors,

P=Principal, medium- and long-term debt; I=Interest, medium- and long-term debt; D=medium- and long-term debt: A=Arrears on D.

2/ Denominated in clearing sterling.
3/ This is only a portion of Algeria's debt to Russia.
4/ Germany was a participant in the Paris Club terms of reference agreement with Albania in December 1993,

The agreement covered only arrears on short-term

debt, and provided for shorter repayment (by end-2000} and grace periods than the one granted on a bilateral basis by Germany on the ruble-dencminated claims.
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AFPERDTX IV

Table 1. Algeria: Date of Agreed Minute: July 21, 1995

Chairmanship--Parts Club

Scope of Debt Relief

Repayment terms 1/

Estimated Proportion of Maturity =
actual or maturitics covered grace +
Type of actual emount and repayment Grace repayment
debt Consolidation  _consolidated_ _schedule period, periods
covered periad (US$ millions) {(in percent) (Years) (Years)
a. Official and officially-guaranteed debts a. Principal 7,000 &. 100 (of principal and a. Principal 1.5 a. Principal 13.5
having an original maturity of more than one 6/1/95- interest excluding late
ycar pursuant an agreement concluded before 5131198 interest). In 25 semisnnual  a. Interest 3.5  m, lnterest 155
9/30/93, including payments due under graduated payments starting
previous bilateral consolidations. a. Interest 11/30/99 and ending in
6/1/95- 11/30/2011.
- It is understood that debt service due as a 5/31/96
result of the consolidation agreements
concluded according to the Agreed Minute
dated 6/1/94 is not affected by the
reorganization.
- The Algerian public sector shall include the
Government, regions and municipalitics,
public agencies, organizations or institutions
and those enterprises in which, as of May 31,
1994, the above entities, alone or together, are
directly or indirectly majority sharcholders
(more than 50 percent).
Undentakings in Agreed Minute
Implementation of Agreed Minute
Locai Depaosit Conditions for Conditions for a meeting Period of
currency n application of the to discuss future debt Fund
counter- special Bilateral provision of the service obligations Arrange-
part account  deadline Agreed Minute {Goodwill clause) ment Other comments
No No 3/31/96 - The provisions of the Agreed - No goodwill clause. EFF - All debt service due and not
Minute will continue to apply until 5/22/95- paid as at date of preseat
6/30/96 provided that the Algerian 5/21/98 Agreed Minute and not

Government continues to have an

appropriate arrangement with the
Fund.

provisions
apply from 7/1/96-6/30/97 provided
the Board has completed before
6/30/96 the review for the second
year EFF, and payments referred to
in the Agreed Minute are made on
duc dates, in particular arrcars
outstanding as at the date of the
present Agreed Minute (see Other
comments).

™
= 1 hne

- The provisions will continue to
apply from 7/1/97-5/31/98 provided
the Board has completed before
6/30/97 the review for the third
year EFF, and payments referred to
in the Agreed Minute are made on
duc daies.

covered by the Agrecment,
will be paid as soon as
possible, and in any casc not
later than 10/31/95. Late
interest will be charged on
those amounts. All other
amounts will be paid on due

dates.

- Transfer clause: the
Government will continue Lo
allow unrestricted and
immediate access to the forcign
exchange required for
servicing private scctor debts
owed 10 or guaranteed by the
Participating Creditur
Countries or their appropriate
institutions.

Source; Agreed Minute.

1/ For the purpose of this paper, grace period and maturity on rescheduled amounts of current maturitics are defined to begin at the end of the

consclidation period.
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Table 2. Bolivia: Date of Agreed Minute: March 24, 1995

Chairmsnship--Paris Club

APFERDIX IV

Naples Terms

Scope of Debr Relief

Repayment terms 1/

Estimated Proportion of Maturity =
actual or maturities covered grace +
Type of sctus amount wnd repayment Grace repayment
debt Consolidation consolidated schedule 172/ pegind periods
cavered period (US$ miltions) {In percent} {Yecars) {Years)
a. Official and officially - guarantced debis ac.e. 8 482.0 s.,¢. 100 (of principal and intercst a,b.c.d. a,b.c.d
having an original maturity of more than onc year  1/1/95- excluding late interest). In 66 semiannunl 5.0 313
pursuant ap agreement concluded before 12/31/97 b d graduated payments starting 12/31/96 and
12/31/85. Concessional ending in 6/30/2023, e 40 ¢ 8.5
b.d.2 options under
b Arreacs on debis mentioned in w. above. Arrcars as 8t Naples terms 3/ b.,d, 100 (of principal and intercst f.g. 150 f.g. 385
12/31/34 providing inciuding late i }. In 66 i |
¢ Repayments of principal and interest duc as a 67 percent graduated payments starting 12/31/96 and
result of the consolidation agreements concluded reduction in ending in 6/30/2029.
of to be concluded according to the Agreed NPY.
Minutes dated 7/18/36 and 11/14/88. c. 100 {of principal and interest due,
[ Therates  excluding late intereat) from 1/1/95-
d. Arrcars on debts mentioned in c. above, and conditions  12/31/87. Repayments will be made in
of interest 10 equal semiannusl paymenis starting
e. Payments in interest due as s result of the should be at 12/31/2001 and ending 6/30/2006.
consolidation agrecments concluded or to be feast as lavor.
concluded according to the Agreed Minutes dated able as the f. 100 (of principal and interest excluding
3715/90 (Toronto terms). concessional lale interest). 1n 43 seminnnual gradusted
rale applied o payments starting 12/31/2012 and ending in
{. QDA (oans pursuant to an agreement those lorns. 6/30/2036.

concluded before 12/31/85, and the consolidation
of such leans Lo be concluded according to
Agreed Minutes dated 7/18/86 and 11/14/88,

- It is understood that debt service duc as a result
of the consolidation agreements concluded
according to the Agreed Minute dated 1/24/92
(London Tcrms) is not affected by the
reocganization.

g- 100 (of principal and interest including
Imte interest). In 48 semiannual graduated
payments starting 12/31/2012 and ending in
£/30/2016.

- One creditor chose the Long-Maturities
Option for a.,b. c.,d. 100 percent of
principal and interest arrears (including late
interest) and on amounts due {exciuding inte
interewt) from 1/1/95 -12/31/97.

Undertakings in Agreed Minute

Implementation of Agreed Minute

Local Deposit Conditions for Conditions for a meeting  Peviod of
currency in spplication of the 1o discuss fntuze debt Fund
counter- specinl Bilateral provision of the service obligations Arrange-
patt account deadline Agreed Minule (Goodwilt clause) ment Other comments
No No 9130795 - The provisions of the Agreed - Participating and ESAF ~ All debl service due and not paid as
Minute will continue 1o apply until Observer Creditor 12/19/94- at date of present Agreed Minute and
12/31/95 provided that Bolivia Countries are in principle  12/18/97 not covered by the Agreement, will

continues (0 have an appropriae

willing to accord a

be paid as soon as possible, and in

arrangement with the Fund.

- The provisions will continue 10
apply from 1/1/96-12/31/96
provided the Board has approved
before 3/31/96 a second year
ESAF, and payments referred 10
in the Agreed Minute arc made on
due dates.

- The provisions will continue to
apply from 1/1/97-12/31/97,
provided the Board has approved
before 3/31/97 a third year ESAF,
and payments relereed b ia the
Agreed Minute are made on due
dates.

treatment of Bolivia's
stack of debt, in view of
the successful
implementation of the
previous Agreed Minutes,
they will notify the
Government of Bolivia as
soon as Creditor
Countries have reached
agreement (o fei o date
for that purpose. The
terms of the present
Agreed Minute do not
prejudge the terms of the
Agreement that would he
reached at that time.

any case not laer than 9/730/1995,

« Transfer clause: the Government
will continue to guarantee within an
appropriste exchange rate system the
immediate and unrestricted transler
of foreign exchange counterpart of all
amounts paid in local currency by the
private debtora for their debt xarvice,

- Debt swap provisions on a
voluntary basis, covering:

(i) 100 pereent of ODA ioans; or

(i) other eredits, up 10 10 pereent of
claime outstanding at 12/31/9] or
US$20 million, whichever is higher.

Source: Agreed Minute

17 Creditors may choose among several rescheduling options (see Table 15}, The grace period and maturity on rescheduled amounts of current maturitics and
artears are defined to begin at the end of the consolidation period. The grace period refers to the debt reduction aption and maturity refers to Lhe debt-service
reduction option for rescheduling under Naeples terms.  For creditors choosing the debt reduction option, the maturity period will be shorter.

2/ Under debt service reduction option.

3/ Feor details of repayment terms under Naples terms, sce "Debt Situation - Recent Developments in Commercial Bank and Official Bilateral Debt

Restructuring”, EBS/93/41 (3/17/95), Tables 3, 4 and 5.



Table 3. Cambodia: Terms of Reference: January 26, 1995

Naples Terms

Chairmanship--Paris Club

APPENDIX IV

Scope of Debt Relief

Repayment terms 1/

Estimated Proportion of Maturity =
actual or maturities covered grace +
Type of actual amount and repayment Grace repayment
debt Consolidation _consolidated schedule 1/ period periods
covered period (USS$ millions) (In percent) (Years) (Years)
a. Official and officially-guaranteed debts  a.,c.,e. 249 a.,c. 100 (of principal and interest a.,b.,c.,d. a.,b.,c.d.
having an original maturity of more than 1/1/95- excluding late interest). In 53 21.8
one year, including payments due under 6/30/97  a.,b.,c..d. 34 semianoual graduated payments
previous bilateral consolidation, pursuant an Concessional  starting 9/30/2002 and ending in e, f. 153 e, 388
agreement concluded before 12/31/85. b.,d..f. options under  3/31/2019.
Arrears as  Naples
b. Arrears on debts mentioned in a. above. at 12/31/94 terms 2/ b.,d. {00 (of principal and interest
providing including late interest). In
c. Repayments of principal and interest due 67 percent 34 semiannual graduated payments

as a result of the consolidation agreements
concluded according to the Agreed Minutes
dated 1/27/72, 10/31/72 and bilateral
agreement concluded by Cambodia with
France 6/28/74.

d. Arrears on debts mentioned in ¢. above.

e. ODA loans pursuant to an agreement
concluded before 12/31/85.

f. Arrears on debts mentioned in e. above.

reduction in
NPV.

¢.,f. The rates
and conditions
of interest
should be at
least as favor-
able as the
concessional
rates appliying
to those loans.

starting 9/30/2002 and ending in
3/31/2019.

e. 100 (of principal and interest
excluding late interest). In

48 semiannual graduated payments
starting 9/30/2012 and ending in
3/31/2036.

f. 100 (of principal and interest
including late interest). In

48 semiaonual graduated payments
starting 9/30/2012 and ending in
3/31/2036.

Undertakings in Terms of Reference

Implementation of Terms of Reference

Local  Depaosit Conditions for Conditions for a meeting  Period of
currency  in application of the to discuss future debt Fund
counter- special  Bilateral provision of the service obligations Arrange-
part account deadline Terms of Reference (Goodwill clause) ment Other comments
No No No No - No goodwill clause ESAF - Debt swap provisions on a voluntary basis,
5/6/94- covering: (i) 100 percent of ODA loans; or
5/3/97 (ii) other credits, up to 10 percent of claims

outstanding at 12/31/94 or U$$20 million,

whichever is higher.

Source: Terms of Reference.

1/ Creditors may choose among several rescheduling options (see Table 15). The grace period and maturity on rescheduted amounts of
current maturities and arrears are defined to begin at the end of the consolidation period. The grace and maturity period refers to the debt
reduction option for rescheduling under Naples terms. All creditors with commercial credits chose the debt reduction option.

2/ For details of repayment terms under Naples terms, see "Debt Situation - Recent Developments in Commercial Bank and Official Bilateral
Debt Restructuring”, EBS/95/41 (3/17/95), Tables 3, 4 and 5.
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Table 4. Chad: Terms of Reference: February 28, 1995

Chairmanship—Paris Club

APPENDIX TV

Naples Terms
Scope of Debt Relief —Repaymentterms 1/
Estimated Proportion of Maturity =
actual or maturitics covered grace +
Type of actual amount and repayment Grace repayment
debt Consolidation consolidated schedule 1/2/ perjod periods
covered period (USS$ millions) (in percent) (Years) (Years)
a. Official and officintly-guaranteed debts  a..c..e. 240 s.b.c.d. 100 (of principal a.,b .4 a,b,c.d
having an original maturity of more than 4/1/94- and interest inciuding late 6.0 325
one year, including payments due under 3731195 a.b. interest). In 66 semisonual
previous bilateral consolidations, pursuant Concessional graduated payments starting e.f. 16.0 e, f 395
an agreement conciuded before 6/30/89. b.d.f options under Naples  3/31/95 and ending in
Arrcars as  terms )/ providing 9/30/2027.
b. Arrears on debts mentioned in a. above. at 3/31/94 67 percent reduction

c. Repaymeats of principal and interest
due as a result of the consolidation agree-
ments concluded according to the Terms of
Reference dated 10/24/89 (Toronto terms).

d. Arrears on debts mentioned in ¢. above.

¢. ODA loans pursuant 1o an agreement
concluded before 6/30/89,

f. Arrears on debis mentioned in e. above.

in NPV,

c.,d. Topped up to

achieve a 67 percent

NPV reduction.
9/30/2034.

¢..f. The rates and

conditions of interest

should be at least as

favorable as the

concessional rates

applying to those

loans.

e.,f. 100 {of principal and
interest including late
ioterest). In 48 semiannuat
graduated payments starting
3/31/2011 and ending in

Undertakings in Terms of Reference
Implementation of Terms of Reference

Local  Deposit Conditions for Conditions for a mesting Pericd of
currency in application of the 10 discuss future debt Fund
counter- special  Bilateral provision of the service obligations Arrange-
part account deadline  Terms of Reference (Goodwill clause} ment Other comments
No No 3/31/95 No - Continued appropriate No - Arrears on short-term debt will
arrangement with the Fund. arrange- be paid as soon as possible and, in
ment any case, not later than 3/31/95,

- Effective arrangements with
external creditors meeting the
conditions of MFN and Initiative
clause.

- Compliance with all conditions
sei gut in the present Terms of
Reference.

- The participating creditors agreed
in principle 1o hold a mesting to
consider the mstier of the Republic
of Chad's stock of debt if as at
3/2197, Chad has maintained
satisfactory relations with the
participating creditors countries,
and notably fully implements all
agreements signed with them and
continues to have an appropriate
arrangement with the Fund.

- Debt swap provisions on &
voluntary basis, covering:

(i) 100 percent of ODA loans; or
(i) other credits, up to 10 percent
of claims outstanding at 3/31/94 or
US$10 million, whichever is

higher.

Source: Terms of Reference.

1/ Creditors may choose among several rescheduling options (see Table 15). The grace period and maturity on rescheduled amounts of
current maturities and arrears are defined to begin at the end of the consolidation period. The grace period refers to the debt reduction option
and maturity refers to the debt-service reduction option for rescheduling under Naples terms. For creditors choosing the debt reduction option,

the maturity period will be shorter,
2/ Under the debt service reduction option.

3¢ For details of repayment terms under Naples terrs, see "Debt Situation - Recent Developments in Commercial Bank and Official Bilateral
Debt Restructuring”, EBS/95/41 (3/17/95), Tables 3, 4 and 5.
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Table 5. Croatia: Date of Agreed Minute: March 21, 1995

Chairmanship--Paris Club

APPENDTX IV

Scope of Debt Relief ___Repayment terms 1/
Estimated Proportion of Maturity =
actual of maturities covered grace +
Type of actual amount and repayment Grace repayment
debt Consolidation consolidated schedule period periods
covered period (UUS$ millions) (In percent) (Years) {Years)
a. Arrears on official and officially- b. §1/1/95- 861.0 b. 100 (of principal, s b.,c. a.,b.,c.
guaranteed debts with an original maturity 12/31/95 excluding late interest). 2.1 13.6
of more than one year, pursuant to Repaymeants will be made in
a contract or financial arrangement a.,c. 24 semiannual graduated
concluded before 12/2/82 (see other Arrears as payments starting 1/31/1998
comments below). at 12/31/94 and ending 7/31/2008.
b. Repayments of principal and interest a.,c. 100 (of principal and
due from the consolidation agreements interest, excluding late
concluded according to the Agreed Minutes interest). Repayments will be
dated 5/22/84, 5/24/85, 5/13/86 and made in 24 semiannual
7/13/88 (see other comments below). graduated payments starting
1/31/1998 and ending
c. Arrears on debts mentioned in b above. 7/31/2009.
- For implementation of Agreed Minute,
debts owed or guaranteed by former
socially-owned legal entities Jocated on
Croatian territory, regardless of their
present ownership status, are included in
the allocated debt.
Undertakings in Agreed Minute
Implementation of Agreed Minute
Local  Deposit Conditions for Coanditions for a meeting  Pericd of
currency  in application of the to discuss future debt Fund
counter- special Bilateral provision of the service obligations Arrange-
part account deadline Agreed Mioute (Goodwill clause) ment Other comments
No No 10/31/95 - The provisions - No goodwill clause. SBA - The rescheduling covered; (i) debts of the
of the Agreed 10/14/94-  former Socialist Federal Republic of

In case that the  Minute will
conclusion of continue to apply
bilateral provided that the
agreements is Government of
delayed beyond  the Republic of

this date Croatia continues
because of the to have an
absence of arrangement with

agreement on the Fund in the
the reconcilia-  upper credit
tion of tranches.
bilaterally

agreed debts not

part of the

“allocated

debt™, this will

uot affect the

validity of the

present Agreed

Minute and

other bilateral

agreements.

4/13/96 Yugoslavia (SFRY) owed or guaranteed by
entities located on Croatian territory,
including Government entities legally
authorized to act on their bebalf or banks
when relevant ("allocated debt™); and
{ii) 28.49 percent of the debts owed or
guaranteed by the former SFRY and not
immediately attributable to any successor
Republic {"non allocated debt”).

- Late interest as at 12/31/94 on debts
cavered in the present Agreed Minute wil
be paid in 10 equal semiannual installments
starting 7/31/96 and ending 1/31/2001.

- Other debt-service arrears not covered in
present Agreed Minute will be paid as soon
as possible and in any case not later than
10/31/95.

- The Government will continue to allow
unrestricted and immediate access to foreign
exchange for debt service.

Source: Agreed Minute.

17 For the purpose of this paper, grace period and maturity on rescheduled amounts of current maturities {item b.} are defined to begia at the

end of the consolidation period.
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Chairmanship -Paris Club

Table 6. Equatorial Guinea: Terms of Reference: December 15, 1994

Sc { Debt Relie Repayment terms 1/
Eatimated Proportion of Maturnity =
actual or maturitics covered grace +
Type of actual amount and repayment Grace Tepayment
debt Consolidstion _consolidated schedule 172/ period periods
covered period {U5§ millions) (In pcreent} {Years) (Y cars}
a. Official and officially-guarantced debts a.c.c. B S10 ab.c.d (D0 (of principal and abhed 57 ab,cd 222
having an original maturity of more than one 6/1/94- interest excluding latc interest). In
ycar purzuant an agrecment concluded before 2728196 w,boed 46 scminnnual gradusied payments e {.g.,h. 47 e 2. h 92
711784, Concessional starting 10/31/95 and ending in
b.d.,I.h. options under 4/30/2018.
b. Arrcars on debts mentioned in a. above. Arrcars as st London
5/31/94 terms 37 e.,f..g. h 100 (of principal and
¢. Repayments of principal wnd interest due as a providing interest excluding late intercat). In
result of the consolidation agreements concluded 50 percent 10 equal seminnnual payments
according to the Agreed Minute dated 22/7/85. reduction in stasting 10/31/2000 and ending
NPV. 4/30/2005.

d Arrcars on debts mentioned in c. above.

¢. Repayments of inlerest due as & result of the
consolidation agreements concluded according to
the Agreed Minute dated t/3/89 (Toronto

terng)

f. Arrears on debts mentioned in e. above.

g Repayments of interest due as & result of the
consolidation agreaments concluded aceording to
the Agreed Minute dated 2/4/92 (Lordon terms).

h. Arrears on debts mentioned in g. above.

Underakings in Terms of Reference

Implementation of Teems of Reference

Local Deposit Conditions for Conditions for & mesting  Penod of
eurrency in application of the to discuss future debt Fund
counter- specisl Bilstcral provision of the service obligations Arrange-
part nccount  deadline Terma of Reference {Goodwill clause) ment Other comments
No Yes 6/30/95 - The provisions of the -- The panicipating ESAF - 100 percent of amounta of principal and
Terma of Reference will creditors agreed in 22/93. interest (excluding late intercat) due as at
continue to apply until principle to hold a 211196 11/30/94 and not paid on loans and credits
5/31/95 provided that the mesting to consider the having an original maturity of more than one
Government of the matter of the Republic year pursuant to & contract or other financial
Republic of Equatarial of Equatonial Guinca’a arrangements concfuded after 7/1/84 will be
Guinea continues to have stock of debl if for paid ns follows;
an appropriale arrangement 3 yeam fallowing the
wilh the Fund, and signing of Agreed - 33 percent on 6/30/95
paymenis referred 1o in the  Minute Equatorial - 33 percent on 12/31/95
‘Terma of Reference are Guinea maintains - 34 pereent on 2/28/96
made on due dates. watisfactory relations
with the participating - Late interest on post-cutoff date debt will he
- The provisiors will or observer creditons paid a8 s00n ua poasible and, in any case, not
continue Lo apply from countrics, and notably Inter than 2/28/95.
6/1/95-2/28/96 provided fully ymplements all
the Board has approved agreementa signed with - The other amounts due and not paid as &1
before 8/31/95 a third them aud conlinues Lo £1/30/94 will be paid as soon as possibte and,
annual arrangement under  have an appropnsle in any case, not bater than 12/31/94
the ESAF, and payments arrangement with the
referred 1o in the Terms of  Fund, - No debt swap provision.
Reference falling due in
6/1/94-5/31/95 arc made
on due daics.
Source: Tenms of Reference.

1/ Creditors may chovse among several rescheduling options (sec Table 15)  The grace period and maturity on reacheduled amounts of current maturities

and arrears are defined to begin at the end of the conselidation period. The grace penod refem to the deht reduction option and maturity refer (o the debt-
service reduction option for rescheduling under Naples terma

24 Under the debi-service reduelion option

3/ For delails of repayment terms under Naplea tenns, see “Debt Situation - Recent Developments in Commercial Bank and Official Bilatera! Debt
Restructuring”, EBS/95/41 (3/17/95), Tables 3, 4 and §.
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Table 7. Guinea: Date of Agreed Minute: January 25, 1995

Chairmanship--Paris Club

Naples Terms

Scope of Debi Relief

Repayment terms 17

Estimated Proportion of Maturity =
actual or maturitics covercd grace +
Type of actual amount and repayment Grace rcpayment
debt Consalidstion consolidated schedule 172/ period periods
covered period {US$ millions) {In percent) (Years) {Years)
- 136 a.c. 100 (of principal and interest ab.e.d. ab.c.d
a. Official and officially-guarantced debis 1/1/95- cxcluding late intcrest). In 6.0 22.5
having an original maturity of more than one 123195 a b d 46 semiannua] gradusled payments
year pursuant an agreement concluded before Concessional  starting 1/1/96 and ending in 7/1/2018. e f. 120 e, 295
1/1/86 b A1 oplions under
Arrcars as Napies b .d. 100 (of principal and interest
b Arrcars on debls mentioned in 1. above. &t 12/31/94  terms ¥/ including iste interest). In 46 semiannual
providing graduated payments stanting 1/1/96 and
c. Repayments of principal and intcrest due 50 percent ending in 7/1/2018.
as & result of the consolidation agreements reduction in
concluded according to the Agreed Minute NPV. €. 100 (of principal and interest
dated 4/18/85 excluding ate interest). In
e.,f The rates 36 semiannual gradusted payments
d. Arrears on debts mentioned in ¢. above. and conditions  starting 1/1/2008 and ending in 7/1/2025.
of interest
e. ODA loans pursuant to an agreement should be at f. 10 (of principal and interest
cancluded before 1/1/86 and from least as including late intcrest). In 36 scmiannual
consolidehons of such losns pursuant 1o an favorsble as graduaied paymenls starting 1/1/2008 and
agreement ¢oncluded according to the Agreed the concess- ending in 7/1/2025,
Minute dated 4/18/86. ionsl rates
applying to
f. Arrcars on debts mentioned in €. above. those loans.

- It is understood that debt service due as a
resuft of the consolidation agreements
concluded according to the Agreed Minutes
dated 4/12/89 (Toronto Terms} and 11/18/92
(London Terms) is not affected by the
reorganization.

Undertakings in Apreed Minute
Implementation of Agreed Minute

Local Deposit Conditions for Conditions for a meeting  Period of

currency n application of the to duscuss future debt Fund

counter special Bilateral provision of the aervice obligations Arrange-

part account deadline Agreed Minute {Goodwill clause) ment Other comments

Na Yes 10731/95 - The provisions of the - Continued sppropriate  ESAF 11 - All debt service duc and not paid
Agreed Minute will continue  arrangement with the 9/22/94- as at date of present Agreed Minute
to apply until 9/30/95 Fund. 9/22/96 and not covered by the Agreement.

provided that the
Government of the Republic
of Guinea continues to have
an appropristc arrangement
with the Fund

- Effective arrangements
with external creditors
meeting the conditions
of MFN and Initiative
clause,

- The provisions will
continue to apply from
§0/1/95-12751/95 provided
the Board has approved
before 10/1/95 & third year
ESAF. and pryments
referred to in the Agreed
Minute arc made on duc
dates

Report i writing on
the contents of the
bilateral agreements
with creditors not
participating in the Paris
Club.

- Compliance with all
conditions set out in the
present Agreed Minute

will be pad as soon s possible, and
in any casc not Jater than 6/304199%5

- Transfer clause: the Government
will continuc to guarantcc within an
appropriate exchange rate system the
immediate and unrestricted transfer
of foreign exchange counterpart of
all amounts paid in local currency by
the private debtors for their debt
service.

- Debt swap provisions on a
voluntary basiz, covering

(i) 100 percent of QDA loans; or

(1) cther credits, up to 10 percent of
claims cutstanding at 12/31/92 or
USS19 milhon, whichever is higher

Suources Agreed Minute.

17 Creditors may choose among several rescheduling opticns (see Table 15). The grace period and maturity on rescheduled amounts of current
maluritics and arrears are defined to begin at the end of the consolidation period. The grace period refers to the debt redustion eption and maturity

refers w the debt-service reduction option for rescheduling under Naples erms
2/ Under the debl service reduction option.

30 "The repayment terms under Naples tezms involving 50 percent net present value reduction are the same as under Londen terms, except for the
debl service reduction under u stock operation option which invelves a gruce period of three years under Naples terms compared to no grace penod
for tlus opuon under London terms.  For details of the repayment terms under London terms sce Table 2 and "Official Financing for Developing

Countries™, SM/93/:71 (8/23793), Appendix I Tables 2 and 3.
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APPENDIX IV

Table 8. Guinca-Bissau: Date of Agreed Minute: February 23, 1995

Naples Terms

Chairmanship--Paris Club

Scope of Dieht Relje(

ayment terms 1/

ortion of Maturity =
maturities covered grace +
Type of actual amount and repayment Grace repayment
deht Consolidation  _consolidated _wchedule 172/ period periods
covered period {USS millions) {In percent) (Years) (Years)
a. Official and officially- guuameeddchu havi origim] [ ORI 1950 wc.,e 100 (of prmcnpll and w6 5.0 w315
of mare than one Year p 1/1/95. st excludi
mare than one year 121795 et excludi
concluded beforc 12/31/86, lncludmg payments due undr:r 12/31/97 a.,b.c.d. interest). In 66 lcmllnnua] b.d,f. 50 b d 315
previous bilateral consolidations, except for the Agreement Concessional graduated payments starting
dated 7/18/94 with Portugal, b.,4.,f.h oplions under 12/31/96 and ending in g.h 150 g h. 385
Arrears at Naplesterms 3/ 6/30/2029.
b. Arrears on debts mentioned in u. above. 1273194 providing
€7 perceat NPY b, d.,f. 100 (of principal and
c. chaymenu of principal and intercst due as a result of reduction. |nl.etut including late

R a

ine consoiidation lgrecmcnu conciuded of W Dﬂ conciuded

according o the Agreed Minute datad 10/27/87.
d. Arrears on debis mentioned in ¢. above.

e. Repayments of principal and interest due as a result of
the consolidation agrecments concluded or o be concluded
according to the Agreed Minute dated 10/26/89 ( Toronto
Terms).

f. Arrears on debts mentioned in e. shove,
2. ODA loans pursuant to an agreement concluded before

1/1/86 and from consolidations of such loans pursuant to an
agreement concluded according to the Agrecd Minute dated

e.,f. Topped up to  gradusied payments starting

8 67 percent NPV
reduction.

g-.h. The rates
and conditions of
intercst thould be
u least ax
favorable as the
cancessional rate
applying to those
foans.

12/31/96 and ending in
6/30/2029.

§- 100 (of principal and
interest excluding late
interest). In 48 semiannual
gradusted payments starting
12/31/2012 and ending in
6/30/2036.

h. 100 (of principal and
interest including late
i . Inat i

4718/86. gradusied payments starting
12/31/2012 and ending in
h. Arrears on debts mentioned in g. above 6/30/2036.
Undertakings in Agreed Minute
Implementation of Agreed Minute
Local Deposit Conditions for Conditions for & mesting Period of
currency in application of the to discuss future debt Fund
counter-  peciad Bilateral provision of the service obligations Arrange-
part account deadiine Agreed Minute {Goodwill clausc) ment Other comments
No No 10/31/9% - The provisions of the - Continved appropriate ESAF - The 7/13/94 Agreement with Portugal
Agreed minute will arrangement with the Fund. 1/18/85- will be replaced by the bilateral sgreement
continue to apply until 1/17/98 to be concluded before the bilateral

12/31/95 provided that the
Government of the
Republic of Guinea-Bissau
continues to have an
appropriaic arrangement
with the Fund.

-The provigions will apply
during 1/1/96-12/31/96
provided the Board
approves before 3/31/96
second annval ESAF and
payments referred to in
present Agreed Minute
are made on due dates.

-The provisions will apply
during 1/1/97-12/31/97
provided the Board
approves before 3/31/97 &
third annual ESAF and
payments refereed to in
present Agreed Minute
are made on due dates.

- Effective arrangements with
external creditars meeting the
conditions of MEN and
initiative clause.

- Report in writing on the
contents of the bilateral
agreements with creditocs not

participating in the Paris Club,

- Complisnce with all conditions

sct out in the present Agreed
Minute,

- The participating creditors
agreed in principle o hold a
meeting to consider the matter
of the Republic of Guinca-
Bissau’s stock of debr if Jor

3 years following the signing of

Agreed Minute Guinea-Bissau

maintains satisfactory relations

with the participating or

observer creditors countries, and

notably fully implements all
agreements signed with them
and continucs to have an
appropriate arcangement with
the Fund.

deadline of 10/31/9S.

- 100 percent of principal and interest
(including late interest) due as at 12/31/94
and not paid on post-cutoff date debt with
original maturity of more than one year
will be paid in 20 semiannual graduated
payments starting 9/30/95 and ending
3112005,

- The other amounts not covered in the
Agreed Minute will be paid as soon as

possible and, in any case, not later than
12/31/1995.

- Transfer clause: the Government will take
the relevant administrative steps or extend
existing measures to ensure that the private
debtors will be permitted to pay into the
Central Bank or its designated sgents the
local currency counterpart of their
obligarions due or falling due.

- Debt swap provisions on a voluntary
basis, covering: (i) 100 percent of ODA
loane; or (ii) other credits, up to 10 percent
of claims outstanding at 12/31/94 or

US$20 million, whichever is higher.

Source: Agreed Minute

1/ Creditors may choose among scveral cescheduling options (see Table 15). The grace period and maturity on rescheduled amounts of current maturities and
errcars are defined to begin at the cnd of 1he consolidation period. The grace period refers to the debt reduction option and maturity refers to the debt-service
reduction option for rescheduling under Naplzes terms.  For creditors choosing the debt reduction option, the maturity period will be shorter.

2/ Under the debt service reduction oplion.

3/ For deils of repayment terma under Naples terms, see "Debt Situation - Recent Developments in Commercial Bank and Official Bilateral Debt

Restruciuring”, EBS/95/43 (3/17/95), Tables 3, 4 and 5.
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Table 9. Haiti: Date of Agreed Minute: May 30, 1995

Chairmanship--Paris Club
Naples Terms

AFPPENDIX IV

Scope of Debt Relief

__ Repaymentterms 1/ _

Estimated Proportion of

Maturity =
actual or maturities covered grace +
Type of actual amount and repayment Grace repayment
debt Consolidation _consolidated schedule 1/2/ period periods
covered period (US$ millions) (In percent) (Years) {Years)
a. Official and officially-guaranteed debts  a.,¢. 117.0 a. 100 (of principal and interest a.,b. 6.0 a.,b. 325
having an original maturity of more than 3/1/95- excluding late interest). In 66 semi-
one year pursuant an agreement concluded 3/31/%6 a.,b. annual graduated payments starting c.,d.16.0  ¢..d. 395
before [0/1/93. Concessional  3/15/96 and ending in 9/15/2028.
b.,d. options under
b. Arrears on debts mentioned in a. sbove, Arrearsas  Naples b. 100 (of principal and interest

at 2/28/95  terms ¥/
¢. ODA loans pursuant to an agreement providing

including late interest). In 66 semi-
annual graduated payments starting

concluded before 10/1/93. 67 percent 3/15/96 and ending in 9/15/2028.
reduction in
d, Arrears on debts mentioned ia c. above. NPV, c. 100 (of principal and interest
excluding late interest). In
b.,d. The 48 semiannual graduated payments
rates and starting 3/15/2012 and ending in

conditions of  9/15/2035.
interest should

be at least as  d. 100 (of principal and interest
favorable as including late interest}. In

the concess- 48 semiannual graduated payments
ional rates starting 3/15/2012 and ending in
applying to 9/15/2035.

those loans.

Undertakings in Agreed Minute

Implementation of Agreed Minute

Local  Deposit Conditions for Conditions for a meeting  Period of
currency in application of the e discuss Ruture debt Fund
counter-  special  Bilateral  provision of the service obligations Arrange-
part account  deadline Agreed Minute (Goodwill clause) ment Other comments
No No 11/30/95 - No - Continued appropriate SBA - All debt service due and not paid as at
arrangement with the Fund. 3/8/95- date of present Agreed Minute and not
3/7/96 covered by the Agreement, will be paid as

- Effective arrangemeats with
external creditors meeting the
conditions of MFN and Initiative
clause,

- Report in writing on the
contents of the bilateral
agreements with creditors not
participating in the Paris Club.

- Compliance with all conditions
set out in the present Agreed
Minute.

soon as possible, and i any case not later
than 11/30/95,

- Debt swap provisions on a voluntary
basis, covering: (i) 100 percent of ODA
loans; or (i) other credits, up to

10 percent of claims outstanding at
2/28/95 or US$20 million, whichever is
higher.

Source: Agreed Minute.

1/ Creditors may choose among several rescheduling options (see Table 15). The grace period and maturity oy rescheduled amounts of
current maturities and arrears are defined to begin at the end of the consolidation period. The grace period refers to the debt reduction option
and maturity refers to the debt-service reduction option for rescheduling under Naples terms. For creditors choosing the debt reduction option,

the maturity period will be shorter.
2/ The debt-service reduction option.

3/ For details of repayment terms under Naples terms, see "Debt Situation - Recent Developments in Commercial Bank and Official Bilateral

Debt Restructuring”, EBS/95/41 (3/17/95), Tables 3, 4 and 5.
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Table 10. Former Yugosiav Republic (FYR) of Macedenia: Date of Agreement: July 17, 1995 1/

Chairmanship--Paris Club

cope of Debt Relief

Repayment terms 2/

Estimated Praportion of Maturity =
actual of maturities covered grace +
Type of aclual amount and repayment Grace rcpayment
debt Consolidation consolidated schedule period periods
covered period (US$ mithans) {In percent) (Years) (Ycars)
a. Official and olTicially-guarantced debts a.,c. 11/95- 290 s boc.,d 100 {of principal b c.d s b d
with an original maturity of mare than one 6/30/96 and interest, excluding late 3t 146
YeAT. pursuant to a contract or financial interest). Repaymenta will be
arrangement concluded before 12/2/82 (see b d. made in 24 semiannual
other comments below). Arrcars as payruents starting 7/31/1999
at BI30/95 and ending 1/31/2011-
b. Arrears on debts mentioned in a. above. payments through 1/31/2002
will be graduated, and will be
c. Repayments of principal and interest due roughly constant starting
from the consclidation agreements concluded 7/31/2002 and ending
according to the Agreed Minutes dated 1/31/2011.
5/22/84, 5/24/85, 5/13/86 and 7/13/88 (see
other comments below).
d  Arrears on debts mentioned in ¢. above.
- For implementation of Agreement, debts
owed or guaranteed by former socully-owned
legal entities located on the FYR of
Macedonia, regardicss of their present
ownership status, are included in the allocated
debt
Undertakings in the Agreement
Implementatjon of the Agreement
Local Depasit Conditions for Conditions for a meeting  Period of
curtency  1n application of the to discuss fuwure debt Fund
counter- special Bilateral provision of the tcrvice obligations Arrange
part  account deadline Agrecment {Goodwill cinuse) ment Other comments
Yes No 12131195 - The provisionsof - Continued sppropriate SBA - The rescheduling covered; (1) debts of the
the Agreement will  arrangement with the 3/5/95- former Sacialist Federal Republic of
In case that the  continue to apply Fund. 6/4/96 Yugoslavia (SFRY) owed or guarantced by
conclusion of provided that the entitics located on FYR Macedonia territory,
bilateral Governmentof the - Effective arrangements including Government entitics legally

agrecments is FYR Maccdonia
dclayed beyond  continues to have
this date because  ap arTangement
of the absence of  with the Fund in
agreement on the  the upper credit
reconciliation of  tranches.
bulaterally agreed

debls not part of

the "allocated

debt”, this will

not affect the

validity of the

present

Agreement and

other bilateral

agreements.

wilh cxternal creditors
meeting the conditions of
MFN and lnitiative
clause.

- Report in writing on the
contents of the bilsteral
agreements with creditors
not participating in the
Paris Club

- Compliance with all
conditions set out in the
present Agrecment.

authorized to act on their behatf or banks when
relevant ("allocated debt™); and (11} 5 4 percent
of the debts owed or guarsnteed by the fonner
SFRY and not immediately attnbutable to any
successor Republic (“non altocated debt™).

- Late intcrest on debts covered in the present
Agreement will be paid in 8 equal semisnnual
installments starting 7/31/98 and ending
1/31/2002

- 100 percent of principal and nterest
(tncluding late interest} due as at 6/30/95 and
not paid, on pest-cutoff date debt will be paid
in 8 equal semiannual installments starting
7431/98 and ending 1/31/2002

- Other amounts dus and not paid as at date of
current Agreement will be paid as scon as
possible and in any case not later than
11£30/95

- The Government will conlinue Lo allow
unresiricted and immediate access to foreign
exchange required for servicing pnivate sector
debts owed 10 Panis Club creditors.

Source  Agrecment helween FYR Macedeninand Pans Club

creditors

1/ Agrecment was rcached on the terms and condutions for & rescheduling agreement, but no Agreed Menute was signed.
2/ For the purpose of Us paper, grace period and maturity on rescheduled amounts of current maturitics are defined to being at the end of the

cansolidation period

-



Table 11. Mauritania: Date of Agreed Minute: June 28, 1995
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Chairmanship--Paris Club

AFFENDIX IV

Naples Terms
Sco; chie! Repayment terms |/
Estimated Proportion of Maturity =
actual or maturitics covered grace +
Type of actual amount and repayment Grace repayment
debt Consolidation gonsolidated schedule 1/2/ petiod petiods
covered period {US$ millions) (In percent) (Years) (Years)
a. Official and officiaily- guaranteed debts having  a.,b.,¢. 66.0 s.,b, 100 (of principal and interest  a.,b. 5.0 b 315
an original maturity of more than one year pursuant  1/1/95. excluding lato interest). In 66
to an agreement concluded before 12/31/84. 1273197  a.b. semiannual graduated payments e 6.0 c. 25
Concessional sarting 12/31/96 and ending in
b. Repayments of principal and interest due ns a c.d. options under Naples  6/30/2029. d. 05 4 10
result of the consolidation agreements concluded 1/1/95. terma 3/ providing
according to the Agreed Minutes dated 5/16/56 and 12/31/96 67 percent NPV c. 100 (of principal and interest, for e 150 . 385

6/15/87,

¢. Repayments of principal and interest, for two
creditors interest caly, duc a8 a cesult of the con-
wlidation agreements concluded according to the
Agreed Minutes dated 6/19/89 (Toronto Terms).

d. Repayments of principal and interest due as
result of the consolidation agreements concluded
according to the Agrecd Minutes dated 1/26/93
(London Terms). These amounts will not be subject
to further reorganization.

e. ODA loans pursvant to an sgreemenl concluded
belore 12/31/84 and from consolidations of such
loans pursuant to an agreement concluded according

reduction.

two creditort interest only,

excluding late interest). In 66

¢. Topped up to
achieve a 67 perceat
NPV reduction {for
two creditors, &

6/30/202%.

semiannual graduated payments
starting 12/31/96 and ending in

lopping up to d. 100 (of principal and interest
50 percent NPV excluding late interest). In
reduction agplied only 14 semi ! grad L

to interest).
12/31/2003.
e. The rates and
conditions of interest e,
should be af least as
favorable as the
conceisional rate

o' rer
earting 6/30/37 and ending in

100 (of principal and interest
excluding late interest). In

48 semiannual graduated payments
starting 12/31/2012 and ending in

10 the Agreed Minutes dated 5/16/86, 6/15/87, and applying to those 6/30/2036.
6/19/89. losns,
Undertakings in Agreed Minute
Implcmentation of Agreed Minute
Local Deposit Conditions for Conditions for & meeting Period of
cureeney  C i application of the to discuss future debt Fund
counter- special Bilarerat provision of the service obligations Arrange-
part account  deadline Agreed Minute {Goodwill clause) ment Other comments
Ycoi No 12/31/95 - The provisions of the - Continued sppropriale arcangement with the  ESAF - All debt service due and
Agreed minute will continue  Fund. 1/25/95-  not paid as at the date of
to apply until 3/31/96 1/24/98  present Agreed Minute and
provided that the Government - Effective arrangements with external noL covered in the Agreed

of the Islamic Republic of
Mauritania continues to have
an appropriate arrangement
with the Fund.

-The provisions will apply
during 4/1/96-3/31/97
provided the Board approves
before 3/31/96 second annual
ESAF and payments referred
to in present Agreed Minute
are made on due dates.

-The provisions will apply
during 4/1/97-12/31/97
provided the Board approves
before 3/731/97 a third annual
ESAF and payments refecred
to in present Agrecd Minute
are made on due dates.

creditors meeting the conditions of MFN and
initiative clause.

- Report in writing on the contents of the
bilstera) agreements with creditors not
panicipating in the Paris Club,

- Compliance with all conditions set out in the
present Agreed Minute

- The participating creditors agreed in
principle to hold & meeting to consider the
maiter of the Islamic Republic of Mauritania’s
stock of debt if a3 wt 12/31/97, Mauritania has
maintained satisfactory relations with the
participating creditors countries, and notably
fully implements all agreements signed with
them and continues to have an appropriate
artangement with the Fund.

Minute will be paid as soon
a5 possible and, in any case,
not later than 10/31/1995.

- The Government will
guarantee the immediate and
unrestricted transfer of the
foreign exchange counterpart
of al) amounts paid in local
currency by the private
debtors in Mauritania.

- Debt swap provisions on a
voluntary basis, covering:
(i) 100 percent of ODA
loant; or (ii) other credits,
up 1o 10 percent of clnims
owtstanding at 12/31/92 or
USS 10 mitlion, whichever is
higher.

Source: Agreed Minute.

1/ Creditots may choost among scveral rescheduling options (see Table 15). The grace period and maturity on rescheduled amounts of current matyrities and
arrears are defined to begin at the end of the consolidation period  The grace period refers to Lhe debt reduction option and maturity refers to the debi-service
reduction option for rescheduling under Naples terms. For creditors choosing the debt reduction option, the maturity period will be shorter.

2/ The debt-service reduction oplion.

3/ For deils of repayment terms under Naples terms, sce *Debt Situarion - Recent Developments in Commercial Bank and Official Bilateral Debt

Restructuring”, EBS/9% 741 (3/17/95), Tables 3, 4 and 5.
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Table 12, Nicaraguis: Date of Agreed Minute: March 22, 1995

Chaitmanship -Paris Club

Naples Terms
Scope of Debt Relief M Repayment tcems 1/
Estimaled Proportion of Maturity =
wctual or maturities covered graxe +
Type of actual amount and fopayment Grace repayment
debt Corsolidation consolidated schedule 1/ period periods
covered period (USS millions) (In percent) (Years) (Years)
s Official und officially-guarapteed debts having o, d. 8480 a 100 {of principal and interest excluding a,b. 5.4 b 219
an originad matunty of more than one year pursuant  4/1/95- late ). In 34 i d gracuated
0 an agreement concluded before 11/1/88. 630/97  a.b. payments atarting 11/15/2002 and ending c. 02 -3 38
Concessional in 5/15/2019.
b Arrears on debts mentioned in a. above. c. 8/1/95-  oplions under d.e. 154 d,e 389

12/31/96  terme 2/ providing b. 100 (of principal and interest including

c. Repayments of principal and interet due aa a 67 percent NVP lute interest), In 34 semiannual graduated

result of the consolidation agreements concluded or b, e. reduction. puyments starting 11/15/2002 and ending
10 be concluded pursusnl to specified amounts in ~ Arrcars at in 5/15/2019.
the Agroed Minute dated 12/17/91 (London terms).  3/31/95 <. Reprofiled

nonconcessionally.  ¢. 100 (of principal and interest excluding
late interest). In 8 equal semisnnual
payments sierting 3/31/97 and ending
9/30,2000.

d. ODA loans pursuant 1o an sgreement concluded
belore 11/1/88. d..e. Rates and
conditions of
interest should be
ss favorable as the  d. 100 (of principal and interest excluding
--Excluden specified debt service due from concessional rate  bale interest). In 48 semiannual graduated
consolidation agreements concluded or to be applying to those  payments slacting 11/15/2012 and ending
concluded according 1o the Agreed Minute of loans. in 5/15/2036.

12/17/91 (London terma).

e. Arreas on debts mentioned in d. above.

¢. 100 (of principal and inlerest including
luie interet). In 45 semisnnual graduated
payments starting [1/15/2012 and ending
in 5/15/2036.

~Interest accrued to two creditors from
4/1/95-12/31/96 inclusive—morsicrium
intereal—on consclidated amounts will be
paid in 8 equal scmiansual install ments
slarting 3/31/97 and ending 9/30/2000.

Undertakings in Agreed Minuie
Implementation of Agreed Mimte

Local Deposit Conditions for Conditions for a meeting Period of
cutrency in application of the o discums fulure debi Fund
counter- apecial Bilatcrad proviston of the service obligations Arrange-
part account deadline Agreed Minute (Goodwill claase) ment Other comments
Ne Ho 10/31/95 - The provisionz of the - Continued sppropriate arrangement ESAF - The other amounts due and not
Agreed minute will continue  with the Fund. 5/24/94- paid an st 3/22/95 and not covered
to apply until 12/31/95 612397 in the Agreed Minute will be paid

pravided that the - Effective arrangements with exteroal as s0on as possible and, in any

Government of Lhe Republic
of Nicaragua continues 1o
have an approprhinie
wreangement with the Fund.

-The provisions will appty
during 1/1/96-12/31/96
provided the Bonrd haa
approved before 12/31/98
second annual ESAF and
pryments referred Lo in
present Agreed Minute are
made on duc datcs

-The provisions will apply
during 1/1/97-6/30¢97
provided the Board has
appraved before 12/31/96
third anoual ESAF and
payments referred 1o in
present Agreed Minule are
made an due dates.

creditors meeting the conditions of
MFN and initistive clause

- Report in wriling on the contents of
the bilatersl agreements with ceeditors
not particapating in the Paris Club.

+ Complisne with all conditions set out
in the present Agreed Minute.

- The participaling creditors agreed in
principle 12 hold & mecling to copsider
the matter of Nicaragua's stock of debt
if an al 630097, Nicaragus maintsins
salisfactory relations with the
participating or cbserver creditors
countries, and notably fully implemenis
all agreements signed with them ss
from 12/17/91 and continues to have an
appropriste Arrangement with the Fund,

case, not later than 10/31/1995

- The Government gusrantees the
immediale and unreatricted
tranafer of the foreign exchange
counterpart of wll amounts paid in
local currency by the privaie
debtors on their debl service, for
which the corresponding payments
in local currency have been
deposited in the Ceniral Bank on
or after 12/31/91.

- Dbl swap provisions on a
voluntary basis, covering:

(i) 100 percent of ODA losns, or
(ii} other credi, up 1o [0 percent
of claims outstanding =t 12/31/91
or up 1o USS20 million,
whichever is higher.

Source  Apreed Minute

Lt Creditars may chovse among seversl rescheduling oplions {see Table |15)

The grace period and maturily on rescheduled amounts of current muturities and

wicars are defined to hegin at the end of the consolidation period  The grace and maturity period refern to the debi reduction oplion for rescheduling under Naples
terms Al crediiors with commercial credite chosc the debt coduction option, except for twe creditors who chose the nonconcessions! long maturities option
2/ For details of repayment terms under Naples 1erma, sce *Bebi Situation - Recent Developments in Commercial Bank and Official Bilateral Debt Restructuring”,

EB5/95/4] (3/17/95), Tahles 3, 4 and §



~ 185 -

APPENDIX IV

Table 13. Russian Federation: Date of Agreement: June 3, 1995

Scope of Debt Relief

Repayment terms 1/

Estimated Proportion of Maturity =
actua) or maturitics covered grace +
Type of actual amount and repayment Grace repayment
debt Consolidation consolidated schedule period periods
covered period (US$ millicns) (In percent) (Years) (Years)
a. Official and officially-guaranteed debts having  a. 1/1/95. 6,400 a. 100 (of principal and intcrest excluding s, 2.8 a 153
an original maturity of more than one year i2/3i/85 iste interesi). in 26 semiannual graduaiod

pursuant to & contract or other financial

payments starting 10/31/98 and ending

arrangement concluded with the Government of 4/30/2011,
FSU, or any other legally authorized entity, or
covered by its guarantec, pursuant an agrecment
concluded before 1/1/91; to the extent covered by
the Declaration acknowledging the debt to foreign
creditors of the FSUJ, signed on 4/2/93, which
forms an integral part of the agreement.
Undertakings in Agreement
Implementation of Agreement

Local Deposit Conditions for Conditions for & meeting Period of
currency  ia application of the 1o discusr fotyee debt Fund
counter-  special Bilateral provision of the service obligations Arrange-

part account  deadline Agreement (Goodwill clause) ment Other comments

Ne o 11/30/95 - Provisions of the - Russia and participating SBA 4/11/95- - {00 percent principal and interest (exciuding

Agreement will creditors countries undertook to 4/10/96 late interest) due during 1/1/95-12/31/95 on

apply provided the
Russian Federation
fully implements the
adjustment program
with IMF approved
on 4/11/95.

- Before 11/30/95,
Russia takes all
necessary sieps 1o
complete reconcil-
istion of debts
consolidated
pursuant to agres-
ments dated 4/2/93
and 6/4/94 and
signs before
6/30/95 all
remaining bilateral
agreements under
the agreement
dated G/4/94,

- Russia has made,
on the due dates,
the repayments of
the non-consolidated
amounts (see other
comments).

negotiate with a view to agreeing
oa & comprehensive rescheduling
of the debts owed by Rusain, with
the aim of supporting Russia’s
macro-economic stabilization,
avoiding the need for further
rescheduling and contributing o
Russia's ¢ffort to regain access o
international capital markets.
Negotiations will begin in the fall
1995, provided that:

1. Russia continues to implement
the SBA approved on 4/11/95.

2. All payments due 10
P

__rﬂgipg_ti!l. Graditors ara

1g ereditors ere made;
3. Russia has made substantial
progress in coneluding the
bilateral agreements implementing
this Agreement,

--Entry into force of the
comprehensive agreement would
be contingent on approval by
Board of an EFF or other
appropriate Successor arrange-
ments in the ypper credit tranches
suppoiting & medium-term
program, and compliance with all
conditions set out in this
Agreement.

debt contracted between 1/1/91-12/31/91, was
deferred wnd will be paid in 16 semisnnuel
gradumted payments sarting 10/31/98 and
ending 4/30/2006.

- 100 percent principal (excluding lake interest)
due from 1/1/95-12/31/95 as a result of the
tonsolidation agreements concluded on debt
ariginally short-term and due as af 12/38/92
pursuant to the 4/2/93 agrecment and not paid
will be deferred and paid in 10 equal
semiangual installments starting en 10/31/97
and ending 4/30/2002.

-~ 100 percent principal (excluding fate interest)
due from 1/1/95-12/31/95 a5 & result of the
consolidation agreements concluded on debt
eqntracted in 1991 and due as 2t 12/31/92
pursuant to the 4/2/93 agreement and not paid
will be deferred and paid in 16 semiannual
gradusted instaliments starting on 10/31/97
and ending 4/30/2005.

- 40 percent of interest due during 1/1/95-
12/31/95 on specified debt from the 4/2/93
agreement and 33.33 percent of interest due
during 4/1/95-12/31/95 on specified debt from
the 6/4/94 agreement will be deferred and paid
in 10 equal semiannual payments starting
10/31/98 and ending 4/30:2003.

- 100 percent of interest from 1/1/95-3/31/95
and 1/1/95-12/31/95 on cenain specificd
amounts under the 6/4/94 agreement will be
paid on due dates.

- All other payments due and not coverad by
the present Agreement will be paid on due
dates. Arrcars as of the date of the present
Agreement will be paid as soon as possible
and not later than 7/15/95.

Source. Agrecment with the Government of the Russian Federation.

1/ For the purpose of this paper, grace period and maturity on rescheduled amounts of current maturities are defined to begin at the cnd of the consolidation

period.
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Table 14. Senegal: Date of Agreed Minute: April 20, 1995

Chairmanship—-Pacis Club

Naples Terms
Scope of Debt Relief Repayment terms 1/
Estimated Proportion of Mawrty =
actual or maturilics covered grace +
Type of sciual amount and fepayment Grace repayment
debt Consolidation _gonsolidated schedule period pericds
covered period [US$ millions) {In petcent) (Years) (Years)
a. Official and officially-guarintzed debis having an original ac.e,l 169.0 a.,c. 100 (of principal and interest a,boc.d. abhoe.d.
maturity of more than on¢ year pursuant to an agreement 4/1/95- excluding late interest). In 66 semi- 53 38
concluded before 1/1/83. 8/31197 a,b.c.d, annysl gradusted payments starting
Concessional  12/15/96 and ending in 6/15/2029. e 13 e s
b. Arrears on debis mentioned in a. shove. b..d.,g. options under
Arrears s terme 1/ b.,d. 100 {of principal and interest f.g. 153 g 338
c. Repayments of principal and intecest dut as 2 result of the  3/31/95 providing ikluding late mtere:l) In 66 semi-
consolidation agreements hided or o be concluded 67 percent annual praduated payments
according to the Agreed Minutes dated 11/21/865, and 1 1/17/87. NPV IZ'IS.'96 and ending in 6/151’2029
reduction.

4. Arrears on d¢bu montioned in c. above.

JERA W aL

and jnicrest duc &n & resuli Of the
consolidation agreements concluded or (o be concluded
according 1o the Agreed Minutey dated 1/24/89, 2/12/90, and
6/21/91 (all Toronto terms).

mcTile O pr

{. ODA loans pursuant to an agreement concluded belore
/1783, and according to Agreed Minutes dated 11/21/86, and
1171787

g Arrcars on dehts mentioned in f. above.

—Excludes debt service dus from consolidation sgreements
concluded according to the Agreed Minute of 3/3/94 Qondon

lermy), excepl on acrears on pogtcutofl date debt st 3/31/95
(see other comments).

e. 100 {of principsl and inierem
exc¢luding late interest), In

Y, S . PR

1V gracuaicd Efus P
starting 12/15/98 and ending
6/1572006,

f. 100 (of principal and interest
excluding late interest). In 48 semi-
annusl gradusted payments staning

12/15/2012 and ending 8/13/2036.

g- 100 (of principal and isterest

including lat¢ interest). In 48 semi-
annual graduated paymenis marting
12/15/2012 and ending 6/15/2036.

Undertakings in Agreed Minute

Implementation of Agreed Minule

Local Deposit Conditions for Conditions for 3 meeling Period of
curreacy in spplicstion of the w0 discurs Bltuce debt Fund
counter- special provision of the service obligations Arvange-
pant account Agreed Minute {Goodwill clause) ment Other comments
No No - The provisions of the ~ Continued appropriate ESAF - The reorganization will not apply o
Agreed minute will arrangement with the Fund. 8/29/94- debts contracted by Air Afrique and by
continue to spply until 228/97 the "Agence pour la Security de la
12/31/95 provided thal the - Effeclive armangements with Navigation Atriene” and which are
Government of the external creditors meeting the guaranteed joinily by the Republic of
Republic of Sencgal conditions of MEN and initistive Sencgal and ather Governments.
continues o have an clause.
appropriate arrsngement - 100 percent of principal and interest due
with the Fund. - Repont in writing on the contents on 3/31/95 on arcesrs on post-cutedl date
of the bilatera} agrecinents with debt pursuan? o the 3/3/94 agivement. In
- The provisions wiil apply  creditors not participating in the 5 semiannual graduated payments sarting
during 1/1/96-12/31/96 Paris Club. 5/31/95 and ending on 7/1/97. These
provided the Board amouris will not be subject 10 any funther
approves before 12/31/95 - Compliance with all conditions set reorganization,
second arnual ESAF and oul in the presert Agreed Minute.
pryments referred 1o in - The other amounts not covered in the
present Agreed Minuic ate - The pariicipating creditors agreed Agreed Minule wili be paid us soon ss
made on due daies. in pricciple to hold & meeting 10 possible and, in any ¢ase, not Imer than
consider the matter of Senegal’s 9130/1995.
- The provisions will apply  siock of debt if as at 3/31/97,
during 1/1/97-12/31/97 Senegal mainwina satisfaciory - Debl swap provisions on a voluntary
pravided the Board relations with the participaling or basia, covering: (i) 100 percent of ODA
approves before 12/31/96  observer creditors countriea, and loans; or (i} other credits, up 1o
third annual ESAF and notably fully implements afl 10 percent of claims outstanding at
payments referred to in agreements signed with them and 6/30/91 or U§$20 million, whichever is
present Agreed Minute are  continues 10 have an sppropriste higher.
made on due dates. armangement with the Fund.
Source: Agreed Minute

11 Credilors may chouse among several rescheduling options (see Table 15). The grace period and maturity on rescheduled amounta of cuprent maturities and arrears
are defined to begin at the end of the consolidation perivd. The grace period refers 1o the debt reduction oplion and maturity refera to the debi-service reduction option
for rescheduling under Naplea terms.  For creditors choosing the debt reduction option, the maturily period witl be shonec.

2/ The debt-service reduction option.
3¢ For deuils of repayment terms under Naples terma, sec "Debit §
EB3/95/41 (3/17/35), Tables 3, 4 and 5.

- Reccni Devel ts in C

¥

ial Bank and Official Bilaleral Debt Restructuring”,
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Table 15. Togo: Date of Agreed Minute: February 23, 1995

Naples Terms

Chsirmanship—Paris Club

APPENDIX IV

Scope of Debt Relief

Repayment terms L/

Estimated Proportion of Maturity =
sctual or malurities covered grace +
Type of actual mmount and repayment Grace repaymenl
debt Consolidation _consolidated schedule 172/ period periods
covered period (USS millions) (In percent) (Years) (Years)
a. Repayments of principal and interest due as a resuli of the a.c..6. 231.0 a. 100 (of principal and w,b.d. 1. a.b.d.f
lidstion agr I luded sccording Lo the Agreed 1/1/95- interest excluding lats 51 316
Minutes dated 6/6/84, 6/24/85, and 3/22/88. 9/30/97 a.,b. interest). In 66 semiannud
Conceasional graduated payments starting c.e 51 c.e. 216
b. Arrcars on debls mentioned in a. dbove. b.d. [ options under 11/15/96 and ending in
Atrears &t Naples teems 3/ 5/15/2029.
¢. Repayments of principal and interest due as & result of the 12/31/94 providing
consolidation sgreements concluded according to the Agreed 67 percent NPY b.,d.,f. 100 {of principal and
Minutes dated 6/20/89, and 7/9/90 (all Toronto terms). reduction. interest including late

d. Arrears on debts mentioned in ¢. sbove.

e. Repaymenis of principal and inicresi duc ai & resuli of ihe
consalidation sgreements with Belgium, Netherlands and Spain
concluded accarding to the Agreed Minutes dated 6/20/89, and
719/%0 (all Toronto rerms).

I Arrears on debis mentioned in e. above.

interest). In 66 semiannual

c.,¢. Reprofiled

nonconceasionally.
£14 8 mran
LM ETLY.

d..f. Topped up o

gradunated payments slarting
11/15/96 and ending in

» 47 percent NPV
reduction.

c.,e. 100 (of principal and
intereat excluding late
interest). In 34 gemiannual
graduated payments starting
11/30/2002 and ending in

-- Debt service due from the consolidation agreements concluded 5/1512019.
sccording to the Agreed Minute dated 6/19/92 {London terma) is
nol affected by the present reorganization excepl for some
specified amounts in the 1992 agreement and not paid {see other
comments below).
Undsrtakings in Agreed Minute
Implementation of Agreed Minute
Locat Deponit Conditions for Conditions for a mesting Period of
currency in application of the to discuss future debt Fund
counter- wpecial Bilaters provision of the service obligations Arrange-
part account deadline Agreed Minute (Goodwill clause) menl Other comments
No No 10/31/95 - The provisions of the - Continued appropriste ESAF - The reorganization will not apply 10
Agreed minute will arcangement with the Fund, 9/16/94- debls contracted by the "Ciments de
continue to apply until 9/15/97 I’ Afrique de "Ouest (C.I.M.A.O.) and
12/31/95 provided thet the - Effeciive arrangements with which are guaranteed jointly by the
Government of the external creditors meeting the Republic of Togo and other
Republic of Togo conditions of MFN and initiative Governments.
continues to have an clause,
appropriste arrangement - 100 percent of principal and interest
with the Fund. - Report in writing on the contents (including late inlerest) duc an at
of the bilateral agreements with 12/31/94 and not paid on specified
- The provisions will apply <reditors not participating in the amounis pursusnt to the Agreed Minute
duting 1/1/96-12/31/96 Paris Club. dated 6/19/92. To be paid in
pravided the Board 15 semisnnual graduated payments
spproves before 12/31/95 - Compliance with all conditions starting 6/30/97 and ending on
sccond annual ESAF and sel out in the present Agroed 12/31/2004 .
payments referred 1o in Minyte
present Agreed Minute are - Other arcears not covered in the Agreed
made on duc dates. - The participating credifors agreed Minute will be paid as soon a¢ poasible
in principle to hold a meeting to and, in any case, not later than
- The provisions will spply consider the matler of Togo's stock 10/31/1995.
during 1/1/97-9/30/97 of dobl if for 3 years following the
provided the Board signing of this Agreed Minuie + Debt swap provisiona on a voluntary
approves before 12/31/96  Togo maintains satislactory basis, covering: (i} 100 percent of ODA
third annusl ESAF and relations with Lthe participating or loans; or (i} other credils, up 1o
payments referred to in observer creditors countries, and 10 percent of claims outstanding ay
present Agreed Minute wre  notably fully implementa all 6/30/92 or US$20 million, whichever is
made on due dates. sgreements signed with them and higher.
continues to have an appropriate
arrangement with the Fund.
Source  Agreed Minuie

1/ Credilors may choose among several rescheduling options (see Table 15). The grace period and maturity on rescheduled amounta of currenl maturities and
arrcars are defined Yo begin at the end of the consolidation period. The grace period refers to the debt reduction option and maturily refera 1o the debt-service
reduction opuon for rescheduling under Naples terma. For creditors choosing the dobl reduction option, the maturity period will be shorter.

2¢ Under the debt-service reduction option

3¢ For details of repa; #irt lerms under Naples terma, ace *Debt Situation - Recent Developments in Commercial Bank and Official Bilatersl Debt Restructuring”,

EBS/95/41 (3/17/95), T:* =+ 3, 4 and 5.
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AFPENDTX IV

Table 16. Uganda: Date of Terms of Reference: February 20, 1995

Chairmanship—Paris Club
Naples Terms

Scope of Debt Reljef Repayment terms 1/
Estimated Proportion of Maturity =
actual or maturities covered grace +
Type of actual amount and repayment Grace repayment
debt Consplidation  _consolidated schedule 1/2/ period periods
covered period {US§ millions) {In percent) (Years) (Years)
a. All payments due under the consolidation agree- aboe. d 110.0 a.b.c.d. 100 {of a,b.,c.d 65 ab..d 335
ments concluded or to be concluded according to the  Stock of “Relevant Principal™—
Agreed Minute dated 6/19/87. Debt a.b. i.e., total amount of
Reduction Concessional principal outstanding
b. Arrears on debts mentioned in a. above. and options under as of 2/1/95,
Reorganiza- Naples terms 3/ including principal
c. All payments due under the consolidation agree- tion which providing and interest in
ments concluded or to be concluded according to the  will apply a3 67 percent NPV arrears, including Iate
Agreed Minute dated 1/26/89 (Toronlo terms). from 2/1/95. reduction. interest). Repayments
2 be made in
d. Arrears on debls mentioned in ¢. above. c..d. Topped up 66 semiannusl

to 2 §7 percent
—Debt service due from the consolidation agreements NPV reduction.
concluded of to be concluded according to the Agreed
Minute dated 6/17/92 (London terms) 1 not affected by

the present reduction and reorganization.

graduated payments
starting 8/1/98 and
ending in 1/31/2028,

Undertakings in Tertns of Reference

Implementation of Terms of Reference

Local ~ Depaosit Conditions for Conditions for x mecting  Period of
currency in application of the to discuss future debt Fund
counter-  spccial Bilateral provision of the service obligations Arrange-
part account deadline  Terms of Reference {Goodwill clause) ment Other comments
No Neo 10/31/95 - The Debt - No goodwil} clause. ESAF - Participating creditor countrics decided to
Reduction and 9/6/94- treat Uganda’s stock of debt because since
Reorganization will - The Government of the 95197 6/17/92 (Uganda's first rescheduling on

enter into force
when all bilateral
agrecments for the
implemeniation of
the Agreed Minute
dated 6/17/92 are
conctuded.

Republic of Ugands
undertakes to pay

to the present Terms of
that these debts will not be
restructured or reduced

further.

- If Participating creditor

Countrics determine that the
provisions for comparability

of treatment between all
external credilors are not
substantially fulflled, or

that Uganda has not met its

payments obligations as
specified in the present
TOR, the provisions of the

reduction and reorganization

will become null and void.

reorganized debts according

Reference (TOR) and agrees

Lendon terms}, Uganda hiad maintained
satisfactory relations with Participating
Creditors Countrics and continued to have an
appropriate arrangement with IMF.

~Creditors considered that projections of the
program supported by IMF under ESAF
evidenced Uganda’s capacity to fully service
ita debt to Participating Creditor Countrics
with no further treatment to be applied after
the terms of the Agreement are implemented.

- All debt service due and not paid s at the
date of the presemt TOR, and not covered by
the TOR will be paid as soon as possible and,
in any case, not fater than 7/31/1995.

- Debt swap provisions on a voluntary basis,
covering: {i) 100 percent of ODA loans; or
(i) other crediis, up to 10 percent of claims
outstanding at 6/320/92 or US320 million,
whichever is higher.

Scurge: Terms of Reference.

1/ Creditors may choose among scveral rescheduling options (sce Table 15), The grace period and maturily on rescheduled amounts of current
maturitics and arrears are defined o begin at the end of the consolidation period. The grace period refers to the debt reduction option and maturity
refers to the debt-service reduction option for rescheduling under Naples terma.  For creditors choosing the debt reduction option, the maturity period

will be shorter.
2/ The debt-service reduction option.

3/ For dewils of repayment terms under Naples terms, see "Debt Situation - Recent Developments in Commercial Bank and Official Bilateral Debt

Restructuring”, BEBS/95/41 (3717/95), Tables 3, 4 and 5.



