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1. INTRODUCTION AND SUMMARY

This paper discusses the main developments n official financing for developing
countries, including debt restructuring by official creditors, since the Executive Board’s last
consideration of the debt situation in September 1996 1t is planned to publish this paper in
the World Economic and Financial Surveys series after the Annual Meetings.

Official flows in context

Overall gross resource flows to developing countries have surged in the 1990s—from
some $100 billion in 1990 to over $250 billion in 1996.2 Within the total there has been a
pronounced shift in the composition of net resource flows: the growth reflected almost
entirely flows from private sources to emerging markets and other strong performers in Asia
and Latin America, and reforming transition economies in Eastern Europe. Private flows
consist largely of foreign direct investment (about half of the total), portfolio equity flows,
bank credit, and bond lending, with considerable variability from year to year. While private
lending in the second half of the 1980s was mainly to public entities or with a guarantee from
the debtor government, private sector entities in developing countries have been able to attract
some 40 percent of gross private lending in 1996 without requiring government guarantees.
Indications are that, as in the past, private flows in 1996 have continued to be concentrated in
a relatively small number of developing countries. In real terms, private flows are estimated to
be higher now than at their previous peak in 1981, In contrast, official flows (for a definition,
see Box 1) have changed relatively little in nominal terms in the 1990s—OECD/Development
Assistance Committee (DAC) sources estimate annual net flows of Official Development
Finance (ODF) at some $70 billion over the period, not including trade-promoting export
credits. However, in real terms official flows declined by nearly 17 percent in 1990s compared
to the second half of 1980s.

This pattern of resource flows reflected the divergent economic trends that have
emerged during the past decade in the developing world (see World Economic Outlook, IMF,
May 1997). The largest and more developed countries have, for the most part, been able to

10fficial Financing for Developing Countries, Their Debt Situation, and Recent Developments
on Commercial Bank Debt Restructuring (SM/96/230 of 9/4/96). An update was provided in
Debt Situation—Recent Developments in Official Bilateral and Commercial Bank Debt
Restructuring (EBS/97/84 of 5/15/97).

* While the exact figures differ among various sources due to incompatible coverage and
definitions, the overall magnitudes are similar. See for example World Economic Outlook,
IMF, Washington, May 1957, and Global Development Finance, World Bank, Washington,
March 1997, Note that the data in Table 4, Chapter IV show debt-creating flows only, not
including foreign direct investment, portfolio equity flows, or grants.



Box 1. Data Sources and Definitions for Official Financing Flows

The World Bank and the Organization for
Economic Cooperation and Development (OECD) are the
main compilers of data on official financing flows. World
Bank data--published annually in Global Development
Finance (formerly the World Debt Tables)—are derived
from a debtor-based information system. Disbursements
of officially insured credits are classified as disbursements
from banks or suppliers and, as a result, official bilateral
support is understated in that it covers only disburse-
ments, not guarantees. The coverage of military debt is
not comprehensive. ’

The World Bank definition of developing
countries includes all low-income and middle-income
countries (except economics with a population of less than
30,000), including countries in transition. The 1997
Global Development Finance included 136 developing
countries that reported data to the World Bank.

OQECD Development Assistance Committee
(DAC) data--published in the Geographical Distribution of
Financial Flows 10 Aid Recipients--are derived from
creditor sources. The data are, however, available only
with a considerable lag: as of July 1997, estimates for
aggregate net disbursements were available for 1996,
while the comprehensive individual country data were
available only for 1995.

The OECD defines official development
assistance (ODA) as grants or loans to developing
countries on Part I of the DAC list of aid recipients that
are undertaken by the official sector with promotion of
cconomic development and welfare as the main objective,
and are extended at concessional terms (with a grant
clement of at least 25 percent). The grant clement is
defined as the difference between the face vaiue of a loan
and the present value, calculated at a discount rate of
10 percent, of the debl service payments 1o be made over
the lifetime of the loan, expressed as a percent of the face
value. For example, the grant element is nil if the loan
carrics an interest rate of 10 percent; it is 100 percent for
a grant; and it lies between these two limits for a soft
loan. It is widely acknowledged that there are problems
associated with the use of a fixed discount rate of
10 percent, as discussed in Annex I of Officially
Supporied Export Credits: Recent Developments and
Prospects, World Economic and Financial Surveys
(Washington: International Monetary Fund, March
1995). Other official development financing comprises
flows for development purposes that have too low a grant
ciement to qualify as ODA. [t should also be noted that

the definition of other official development financing
excludes officially supported export credits, since export
credits are regarded as primarily trade promoting rather
than development oriented. IMF financing from the
General Resources Account is excluded, while financing
from the Trust Fund, Structural Adjustment Facility
(SAF), or Enhanced Structural Adjustment Facility
(ESAF) is included, Official development financing
(ODF} is the sum of QDA and other official development
financing.

The OECD definition of developing countries
includes those countries on part I of the DAC list of aid
recipients (see Table 18, Appendix II). This includes
more than a dozen countries that the World Bank
considers high-income countries, including Bermuda and
Israel, as well as some low- and middle-income countries
with populations below 30,000, The OBCD classification
of developing countries excludes, but the World Bank
includes, most of the countries in transition in Eastern
Europe (Bulgaria, the Czech Republic, Hungary, Poland,
Romania, and the Slovak Republic) and the Baltic
countries, Russia, and some other countries of the former
Soviet Union (Belarus, Moldova, and Ukraine). These
countries are on part Il of the DAC list of aid recipients.

The differences in coverage and definition make
World Bank and QECD data difficult to reconcile without
detailed knowledge of the respective databases. For
example, the OECD recorded net ODF from multilateral
institutions to developing countries as $26 billion in 1996
{Table 1), while the World Bank recorded significantly
lower net disbursements from multilateral institutions to
all countries, at $15 billion in 1996 (Table 4). Part of the
cxplanation for this difference lies in the different
definition of mullilateral institutions and the treatment of
grants. For instance, the OECD includes significant
grants from UN agencies and the EU in ODF from
multilateral institutions while the World Bank does not
record these flows in the multilateral category (it uses
instead the tota] OECD grant figure when calculating total
flows 1o all countries).

Data on officially supported export credits are
compiled by the OECD, the OECD and Bank for
International Settlements (BIS) together, and the Berne
Union, cach with different concepts and coverage.

Section Il relies primarily on OECD (DAC) data.




access private capital markets and integrate into global economic and financial markets. In
contrast, large parts of the developing world have made less progress in improving the policy
environment and have yet to implement comprehensive reform strategies. Such countries,
including many of the poorest countries in Adrica, had little, if any, access to private flows—in
part reflecting the detrimental effect of a high debt burden on private flows, the lack of
physical and institutional infrastructure, and other impediments to growth. These countries
often continued to rely mainly on official sources of development finance.

Strong economic performance attracted capital inflows

Middle-income countries attracted virtually all private capital flows—with the
exception of the sizeable private flows to China and India. Net resource flows to them have
surged. They have also shown an increased variability from year to year, in part reflecting the
greater volatility of private flows. This has exposed recipient countries to increasing risks and
market volatility in response to perceived policy weaknesses, as evidenced in the crisis in
Mexico at the end of 1994, the Thailand crisis in mid-1997, and the simultaneous turbulences
in the foreign exchange markets in other emerging markets in Asia. In support of Mexico’s
corrective policies, multilateral and bilateral creditors provided large amounts of assistance in
early 1995 ($29 billion in 1995), and substantial repayments were already made in 1996
(%15 billion, of which $11 billion to bilatéral creditors). In support of Thailand’s adjustment
program, multilateral and bilateral creditors have pledged about $14 billion in assistance for
1997-98. In addition, middle-income countries also received some 50—-60 percent of official
bilateral and multilateral loans. These official resources often have a catalytic character, both
indirectly through official support for policies that allow a country to attract other inflows,
and more directly, such as through co-financing of projects by multilateral institutions and
private lenders. Most middle-income countries have exited from debt reschedulings and no
longer require exceptional financing,

Most low-income countries continue to depend on official capital flows

In contrast, most low-income countries—and especially Heavily Indebted Poor
Countries (HIPCs)—experienced a withdrawal of private lenders and became more and more
dependent on official financing flows, including in the form of debt rescheduling. There are
only few low-income countries—such as China and India—that have avoided debt
rescheduling and have been able to maintain access to private capital flows both to the public
sector—directly or with a debtor government guarantee-—and, albeit on a relatively small
scale, to the private sector without government guarantees. Overall, net bilateral loan
disbursements to low-income countries have fallen to very low levels in light of the limited
debt-servicing capacity of many of these countries, and bilateral flows are often provided in
the form of grants. Thus muitilatera] institutions became the main source of loan finance for
most low-income countries, and they, too, have been lending on increasingly concessional
terms.



Greater targeting of aid flows

In parallel to the growing dependence of many low-income countries on Official
Development Assistance (ODA), creditors have been providing such resources more
selectively based on countries’ policy performance. Their aid policies have undergone a re-
orientation following the dramatic political changes in the 1990s——with the end of the Cold
War, new claims on aid from transition countries, and new demands such as emergency
assistance—and in response to domestic pressure to reduce aid budgets. Aid has been aimed
increasingly at promoting long-term economic development and weifare in recipient countries,
including poverty reduction and good governance, and building the institutional infrastructure
necessary for a country to achieve sustainable development.

Increasingly concessional debt relief for low-income countries

The international community has recognized the heavy debt burden of low-income
countries as a solvency rather than a liquidity problem. Bilateral creditors have rescheduled
debt of low-income countries on increasingly concessional terms since late 1988, and the
reduction granted in the present value (NPV) of rescheduled debt has reached up to
67 percent under Naples terms since end-1994. Commercial creditors have also restructured
their claims on many developing countries, often through debt-buy backs at high discounts,
especially for the poorest countries. These mechanisms have already allowed, or are expected
to allow in the future, most countries to resolve their external debt problems and graduate
from the rescheduling process.

Debt relief culminated in HIPC Initiative

There are a number of countries for which such traditional debt relief mechanisms
would not be sufficient, even if the country undertakes strong reform policies, to make their
external debt burdens sustainable. To assist these countries, the HIPC Initiative was adopted
in the fall of 1996, based on joint proposals by the IMF and World Bank. It is designed to
assist eligible HIPCs to lower their external public debt to sustainable levels through
concerted action by all creditors, including, for the first time, multilateral creditors, after these
countries have established a strong track record of adjustment and reform. The HIPC
Initiative thus completes the array of instruments available to the international financial
community for dealing with debt problems of low-income countries. The Initiative allows
those countries that pursue appropriate adjustment and reform policies to exit from the
rescheduling process, and should eliminate external debt as an impediment to economic
development and growth, thereby enabling HIPC governments to focus on the difficult
policies and reforms necessary to achieve sustainable development.



Chapter summaries

This paper 1s organized as follows. Section 1I discusses new official development
finance (ODF) flows to developing countries’ as recorded by the OECD/DAC. These
changed little in 1996, but have fallen by nearly 17 percent in real terms since 1990 to the
lowest level since 1980. This reflected fiscal consolidation and some aid fatigue in many
countries providing such resources, but also competing demands from transition countries in
the 1990s. Some two-thirds of ODF stems from bilateral sources, and is provided mainly in
the form of concessional and grant flows (ODA). The sharp drop in bilateral ODA in 1996
was partly offset by an increase in multilateral ODA. The development assistance effort,
measured as the ratio of ODA to GNP, dropped to 0.25 percent for the group of OECD/DAC
member countries—the lowest in the 30 years since the UN established a target level of
0.7 percent. There appears little prospect of an early recovery in ODA flows, and the need for
aid selectivity based on policy performance, poverty and social objectives is broadly
acknowledged. DAC members have adopted a new strategy (“21st Century”’) to focus better
their resources on countries that undertake reform efforts; it includes, for the first time, a set
of quantitative targets for poverty alleviation, social development, and environmental
sustainability against which the success of development cooperation is to be measured.

Bilateral support for developing countries in the form of export credit exposure
(Section I1T) declined marginally in 1996—for the first time since 1992. New commitments
were shightly lower, particularly in a few major markets in Asia with already high exposure.
Export credit flows are highly concentrated in countries with positive market
assessments—the top 10 (20) countries received 66 (90) percent of new commitments in
1996, which is more than their share in trade flows or GDP (about 50-55 (80) percent). Most
export credit agencies’ financial performance, as measured by net cash flow, improved in 1996
with an aggregate net cash surplus of $1% billion—the first surplus since 1981, new claims
payments dropped by 10 percent, while recoveries increased by 13 percent, and premium
income rose shghtly.

Multilateral lending (section IV) fell in 1996 after a record high in 1995 that
reflected exceptionally large IMF lending in support of Mexico and Russia. As noted above,
for low-income countries, multilateral flows have become the largest source of public
borrowing in net terms, while middle-income countries increasingly have been relying on
borrowing from private sources. Nonetheless middle-income countries received about half of
net multilateral disbursements in 1996. Concessional lending has increased to close to 60 (28)
percent of net (gross) multilateral disbursements to all developing countries in 1996. For
HIPCs, over 80 percent of gross disbursements were on concessional terms in 1996 and
concessional resources have been used to repay nonconcessional debt in the 1990s. As a
result, the multilateral debt service ratio of developing countries has declined gradually from

*For a list of these countries, see Table 18 Appendix II; these do not include transition
countries.



4Y; percent of exports in the first half of the 1990s to 3 percent in 1996—for HIPCs from 82
to 7 percent. HIPCs continued to receive positive net transfers from multilaterals. Recent
changes in the regional allocation of muitilateral flows reflected the exceptional lending

patterns in 1995; over the last decade, lending to transition economies in Eastern Europe
quropd while the share of loans to countries in Latin America and South Agia fell qharnlv

reﬂectmg in part their increasing access to financial markets as well as recent net payments
from India to the IMF.

ha Aich 1aq 1 e
The dichotomy between middle- and low-income countries is very clear in terms of

their debt restructuring status (section V). Most middle-income countries have already
exited from the Paris Club rescheduling process or are expected to graduate afier the end of
their current consolidation periods. To assure that, the 1996 flow rescheduling agreements
with Peru and Russia included the nonconcessional restructuring of substantial debt stocks
falling due after the end of their consolidation periods. In contrast, less than a quarter of low-
income countries has exited—albeit their number has doubled over the last two years. All low-
income rescheduling countries over the last two years have received Naples terms involving a
67 percent NPV debt reduction (except for Cameroon, Guinea and Honduras where the NPV
reduction was 50 percent). Six countries have now received comprehensive stock-of-debt
operations, all involving a 67 percent NPV debt reduction, and thirteen countries received
flow reschedulings over the last two years, virtually all with a goodwill clause for stock
treatment at the end of the consolidation period. This indicates improved prospects for these
countries to exit from the rescheduling process, and these prospects have been enhanced by
the adoption of the HIPC Initiative.

There have also been furtber debt restructurings with non-Paris Club bilateral
creditors. Russia—the largest such creditor with claims on developing countries of
$123 billion—nhas reached a number of restructuring agreements with developing countries.
In June 1997, an understanding in principle was reached between Russia and Paris Club
creditors on the basis for Russia’s participation in Paris Club reschedulings as a creditor,
which was finalized in September 1997. This is expected to facilitate the regulanization of
relations of many developing countries with Russia.

The HIPC Initiative is summarized in Appendix I, Appendix II provides
supplementary statistics, and Appendix III contains a glossary.
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II. NEW OFFICIAL FINANCING FLOWS TO DEVELOPING COUNTRIES*

Official bilateral financing remains an important source of finance for developing
countries, particularly countries with limited access to international capital markets. Analysis
of the flows has to take into account systematic differences in the statistics derived from
debtor and creditor sources and in their coverage of the various instruments (see Box 1).
What follows is based primarily on creditor data from the OECD Development Assistance
Committee (DAC). Chart 1 illustrates both the providers and recipients of official flows.

Total net official development finance (ODF, comprising total official flows excluding
officially supported export credits) to developing countries have changed little in recent years
and amounted to around $70 billion (Chart 2, Table 1). In real terms, after adjusting for
changes in prices and exchange rates, ODF flows changed little in 1996, but have declined by
nearly 17 percent since 1990. One factor that has contributed to the decline in official flows
has been the substitution of non-concessional borrowing from official sources with private
capital flows to countries with access to international capital markets. At the same time, there
were competing demands for official resources; in fact, official financing to countries in
transition has more than doubled in nominal terms between 1990 and 1995 to at least
$20 billion (the latest year for which data are available).

Bilateral sources still provide the bulk of ODF flows—about two-thirds—yet their
share in total ODF has been declining gradually. In 1996 bilateral ODF at $43 billion
registered a sharp decline both in real (7 percent) and nominal terms (10 percent) due to a
reduction in its ODA component (Table 1). This was partly offset by a 16 percent increase, in
real terms, in ODF from multilateral sources to $26 billion, which was entirely attributable to a
significant rise in multilateral ODA flows. Nonetheless, ODF from multilateral sources has
declined by nearly 8 percent in real terms since 1990. At the same time, the composition of
multilateral ODF indicates a shift in favor of ODA flows reflecting the trend toward more
concessional financing for the poorest countries with limited debt-servicing capacity.®

* Main sources of data cited throughout this section ar¢ Press release of Organization for Economic Coopeération
and Development (OECD) dated June 18, 1997, 1996 Development Co-operation Report, OECD Development
Assistance Commuttee (DAC), and Geographical Distribution of Financial Flaws to Aid Recipients 1991-95,
OECD. Preliminary statistics for 1996 do not include data on flows to “countries in transition” which are included
in Part 1] of the DAC List of Aid Recipients (see Table 18, Appendix II).

*It should be noted that DAC data include only concessional flows from the IMF, thus exclude transactions from the
IMF’s General Resources Account—the bulk of IMF lending. The World Bank DRS figures used in Chapter IV
include all operations of the IMF.
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Chart 1. Direction of Net Official Flows in 1995/96 v/
(In billions of U.S. dollars)

PROVIDERS RECIPIENTS

DAC countries

Developing countries

\ODA $18b/...
ODA ODA
$19/22b $1/1b
Multilateral [
institutions 2/ | ..
Othf:r non-pAC . . Other Official
industrial ' Flows $9b/...
countrics 3/ "
Y. Ofher Official
T Flows ”:: Countries
Developing countries in transition 5/
&
Official
Aid $2b/
—m ODAflows  ..-.-. -p Other cfficial flows

Sources: Tables 1 and 2.

1/ Figures shown are for 1995/96, or 1995/... where 1996 figures are not yet available.

2/ Multilateral disbursements (including from the IMF) differ from OECD Development
Assistance Commiittee countries’ contribution to multilateral institutions.

3/ Flows have been negligible since 1992.

4/ Mostly Arab countries.

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

Note:

ODA: Flows of official financing with the main objective of promotion of economic development, and with
a grant element of at least 25 percent (based on a 10 percent discount rate).

Other official flows: Official development financing that does not meet the ODA criteria; includes officially
supported export credits.




-12-

Chart 2. Net Official Development Finance (ODF) Flows to Developing Countries, 1990-96
(In billions of U.S. dolars)

100 100

= ODF in nominal terms

ODF in 1995 prices and exchange rates
Source: OECD
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Table 1. Total Net Official Financing Flows to Developing Countries, 1990-96

1990 1991 1992 1993 1994 1995 1996 1/

(In billions of U.S. dollars)

Net Official Development Finance (ODF) 2/ 69.3 69.3 68.9 68.4 70.8 71.2 69.5
Net Official Development Assistance {(ODA) 3/ 52.6 58.5 57.9 54.9 59.7 59.2 57.7
Other 16.7 111 10.9 13.7 11.1 12.0 11.8
Bilateral 457 46.7 478 44.5 48.0 47.9 43.3
ODA 3/ 39.2 423 40.4 38.1 40.5 40.0 35.4
Other _ 6.5 4.4 7.4 6.4 7.5 7.9 7.9
Multilateral 4/ 23.6 22.9 21.0 24.1 22.8 233 26.2
ODA 134 16.2 17.5 16.8 19.2 19.2 22.3
Other 10.2 6.7 ) 7.3 36 4.1 39
(In percent of total ODF)

Bilateral 65.9 67.4 69.4 65.1 67.8 67.3 62.3
ODA 3/ 56.6 61.0 58.6 55.7 57.2 56.2 50.9
Other %4 6.3 10.7 9.4 10.6 11.1 11.4

Multilateral 4.1 33.0 30.5 35.2 322 32.7 31.7
ODA 19.3 234 254 24.6 27.1 27.0 32.1
Other 14.7 9.7 5.1 10.7 5.1 5.8 5.6

(In ballions of U.S. dollars)
Memorandum items:
ODF (at constant 1995

prices and exchange rates) 86.1 83.2 71.9 78.6 77.8 71.2 71.5
Total net flows 5/ 122.8 118.3 130.8 131.6 210.4 232.4 307.0
Net official financing to countries
in transition 6/ 8.7 12.8 10.8 14.1 15.8 19.7
Of which: Net official aid 2.3 6.6 6.0 6.0 6.8 8.3
ODA share of respective ODF (in percent)
Total 75.9 84.4 84.0 80.3 84.3 83.1 83.0
Bilateral 85.8 9%0.6 84.5 85.6 B84.4 835 81.8
Multilateral 56.8 70.7 83.3 69.7 B4.2 82.4 85.1
Source: OECD.

1/ Provisional.

2/ See Glossary for definitions of ODA and ODF. For a list of aid recipients see Table 18, Appendix II. Based on
resource receipts of developing countries on Part 1 of the OECD's DAC list of aid recipients.

3/ Excluding debt forgiveness of non-ODA claims (including military debt) in 1990 (US$1.5 biltion), 1991 (US$1.9 billion),
and 1962 (US$1.9 billion). Differs from bilateral ODA in Table 2 because of inclusion of non-DAC industrial donors.
(see memorandum items in Table 2).

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

5/ Includes ODF, export credits, foreign direct investments, international bank and bond lending, grants by
nongovernmental organizations, and other private flows.

6/ Comprises countries in transition on part II of the OECD's DAC list of aid recipients (see Table 18, Appendix II).
Includes official sid, officially supported export credits and other official financing. Intra-country-transition flows are
excluded. Receipts reported by some country authorities suggest that the QECD figures may understate the flows.
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Net ODA flows constitute the bulk (close to 85 percent) of total net ODF flows and
are provided largely (95 percent of total ODA flows) by the members of the DAC of the
OECD.® These are provided mainly directly to developing countries ($41 billion in 1995) or
take the form of contributions to multilateral institutions ($18 billion) (Chart 1 and Table 2).
Development assistance effort, as measured by the ratio of ODA flows from DAC member
countries to their combined GNP, declined in 1996 to 0.25 percent—the lowest ratio recorded
in nearly 30 years since the United Nations established a goal of 0.7 percent of GNP
(Charts 3 and 4, Table 3). In 1996, only four countries exceeded the UN target: Denmark,
the Netherlands, Norway, and Sweden; these countries combined contributed nearly
15 percent of total ODA flows from the members of DAC.

An analysis of developments in 1996 in ODA flows from major DAC countries shows
that the overall decline in ODA reflected largely a decline by $5 billion, or 25 percent in real
terms, in flows from Japan, which nonetheless remained the largest ODA provider. The
nominal decline reflected in part exchange rate movements, but also Japan’s contributions to
multilateral institutions declined in 1996 and rising repayments dampened net flows of bilateral
ODA loans. This was partly offset by higher aid flows from Italy and the United States, which
rebounded from their unusually low levels in 1995 reflecting in part the timing of their
subscriptions to multilateral agencies; in the case of the United States, delays in the approval
of the 1996 budget implied that two years’ worth of grant disbursements to some major
recipients were included in the 1996 data. Nonetheless, ODA flows from these two countries
in 1996 remained below their 1990-94 levels. Among the other major QDA providers,
Denmark, Germany, the Netherlands, and Sweden, increased their ODA flows in 1996, while
those from Canada, France, and the United Kingdom declined. The outlook for a recovery in
ODA flows is bleak due to the continuing fiscal consclidation and continuing aid fatigue in
most DAC member countries and plans for a 10 percent cut in Japan’s foreign aid budget for
the 1998 fiscal year,

Data on the regional and income distribution of disbursements of ODA from DAC
member countries become available only with long lags (Table 19, Appendix IT). The main
change in 1995 was a rise in the share of flows to Asia, the main recipient, to 35 percent, with
Sub-Saharan Africa the second largest recipient (24 percent). The share of disbursements to
the “North Africa and Middle East” region dropped by 5 percentage points in 1995, mainly as
a result of sharply lower disbursements to Israel from the United States and to Egypt from
Germany and Italy. In terms of income groups, retaining the historical pattern, nearly three-
quarters of ODA was received by the groups of least developed countries, low-income
countries, and lower-middle income countries combined.

‘Members of DAC are: Australia, Austria, Belgium, Canada, Denmark, Finland, France,
Germany, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway,
Portugal, Spain, Sweden, Switzerland, the United Kingdom, the United States, and the
Commission of the European Communities.



Table 2. Net ODA Disbursements to Developing Countries, 1990-96
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1990 1991 1992 1993 1994 1995 1996 1/
(In billions of U.8. dollars)

Total Net ODA 53.0 56.7 60.8 56.5 59.2 58.9 55.1
Bilateral ODA 2/ 372 41.3 412 39.4 41.3 40.6
Contributions to multilateral

institutions 3/ 15.8 15.4 19.6 17.1 17.9 18.3
Total Net ODA (at 1995 prices
and exchange rates) 64.8 67.4 67.8 649 64.8 58.9 56.4
Bilateral ODA 51.7 537 47.5 47.2 454 40.6
Contributions to multilateral
institutions 17.7 16.6 20.0 17.8 17.9 16.7
(In percent of donors' GNP)

Total net ODA 0.33 0.33 0.33 0.30 0.30 0.27 0.25
Bilateral ODA 0.24 0.23 0.24 0.21 0.21 0.19
Contributions to multilateral

institutions 0.09 0.10 0.09 0.09 0.09 0.08

Distribution 4/ (In percent of total)

Net ODA by income group
Least developed countrics 27.6 259 270 26.5 26.6 275
Low income countrics 27.6 28.9 27.8 249 262 23.6
Lower-middle income countries 22.1 222 2.1 250 24.9 246
Upper-middle income countries 4.2 3.7 3.0 4.2 38 4.3
High income countries 3.1 s 39 3.0 2.8 14
Unallocated 154 15.8 16.3 16.5 15.9 18.6

Net QDA by region
Sub-Saharan Africa 309 28.6 31.1 30.5 30.9 30.5
North Africa and Middle East 19.9 19.5 4.8 12.1 136 9.8
Asia 2.7 241 25.7 25.2 27.0 25.6
Western Hemisphere 9.2 9.7 9.1 9.9 10.0 11.4
Europe 5/ 25 3.6 37 56 3.6 38
Other 6/ 14.8 14.5 15.6 16.8 14.9 18.9

(In billions of U.S. dollars)

Memorandum jtems:

Total net ODA to developing countries 7/ 52.9 58.6 58.9 56.4 60.5 62.4
DAC countries 2/ 37.2 41.3 41.2 394 413 40.6
Multilateral institutions 13.4 162 17.5 16.8 192 19.2
Other 8/ 2.3 1.1 0.2 0.2 0.0 2.6

Total intra-developing countries

flows (net ODA) o/ 6.0 2.6 1.0 12 1.2 0.7

Sources: OECD; and Fund staff estimates.

1/ Provisional

2/ Excludes debt forgiveness of non-ODA claims (ncluding military debt) in 1990 (US$1.5 billion), 1991
(USS$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 dats is not consistent
with the aggregate data because the country level detail of revised aggregate data is not yet available—however, the

revisions to the aggregate data were not large.

5/ Excludes countriee in transition not on part 1 of the OECD's DAC list of aid recipients.

6/ Oceania and unspecified.

7/ 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).
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Chart 3. Net ODA Disbursements, 1990-1996
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Chart 4. Net ODA Disbursements by Major DAC Donors, 1996
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Table 3. Net ODA Disbursements by Major DAC Countries, 1990-96

At Current Prices

At Constant
1995 Prices 1/

Change 1995/96

Share of
Donor's

1990 1991 1992 1993 1994 1995 1996 1996 At Current At Constant GNP 1996
2t 2/ 2 Prov. Prov. Prices 1995 Prices 1/ Prov.
(In billions of U.8. dollars) (In percent)
Canada 2.5 2.6 2.5 2.4 2.3 2.1 1.8 1.7 -14.3 -19.0 0.31
Denmark 1.2 1.2 1.4 1.3 1.4 1.6 1.8 1.8 10.6 10.6 1.04
France 7.2 7.4 8.3 7.9 8.5 8.4 7.4 1.5 -11.9 -11.1 0.48
Germany 6.3 6.9 7.6 7.0 6.8 7.5 7.5 7.8 0.3 43 0.32
Italy 34 33 4.1 30 27 1.6 2.4 22 50.0 37.5 0.20
Japan 9.1 11.0 ir.2 - 113 13.2 14.5 9.4 10.9 -35.1 247 0.20
Netherlands 2.5 2.5 2.8 2.5 2.5 32 i3 34 3.1 6.3 0.83
Sweden 2.0 2.1 2.5 1.8 1.8 1.7 2.0 1.8 17.6 59 0.85
United Kingdom 2.6 32 3.2 29 3.2 3.2 32 3.1 0.5 2.7 0.27
United States 11.4 11.3 11.7 10.1 9.9 7.4 9.1 89 23.0 20.3 0.12
Ten major donors above 3/ 46.6 49.6 533 50.2 52.4 51.2 47.9 49.1 6.4 4.1
Other DAC donors 4/ 6.3 7.1 7.5 6.2 6.8 . 7.7 7.2 7.3 6.7 49
Total DAC 3/ 53.0 56.7 60.8 56.5 59.2 58.9 55.1 56.4 6.4 4.2 0.25
(in percent of GNP) 0.33 0.33 0.33 0.3 0.30 0.27 0.25

Source: OECD.

1/ At 1995 prices and exchange rates,
2/ Includes debt forgiveness of non-ODA claims.
3/ Excludes debt forgiveness of non-ODA claims.

4/ Includes Australia, Austria, Belgium, Finland, Ireland, Luxembourg, New Zealand, Norway, Portugal, Spain and Switzerland.
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In 1996, DAC members reassessed their aid policies in the light of the changing policy
environment, the growing complexity of development finance, and the wide diversity that
exists among developing countries. An ambitious new strategy to guide future development
cooperation was set out in the 1996 DAC report Shaping the 21st Century: The Contribution
of Development Co-operation (Box 2). This included, for the first time, a set of quantitative
targets for poverty alleviation, social development, and environmental sustainability against
which the success of development cooperation is to be measured. In May 1997, DAC
members agreed on guidelines regarding the related issues of Conflict, Peace, and
Development Cooperation’—spelling out approaches and key policies for conflict prevention
and resolution to help prevent violent conflicts in developing countries before the toll of
human and material destruction spirals and before an international response becomes vastly
more difficult and costly—and on Participatory Development and Good Governance®. The
guidelines on good governance reflect the growing consensus among ODA providers that
participatory, accountable and efficient governance harnesses the activities of the state and its
citizens to the objectives of sustainable social and economic development. Aid policies,
therefore, should aim to strengthen the nexus between development, local participation, and
governance for achieving the goals specified in the DAC strategy.”

III. RECENT DEVELOPMENTS IN EXPORT CREDITS

Officially supported export credits'® represent a large share of the external debt of
developing countries and economies in transition. In 1996, they accounted for more than

"Conflict, Peace and Development Cooperation on the Threshold of the 21st Century,
Development Assistance Committee, OECD, Policy Statement, May 1997.

SFinal Report of the Ad Hoc Working Group on Participatory Development and Good
Governance, Development Assistance Committee, OECD, 1997.

*The IMF has also recently adopted guidelines regarding governance issues (IMF News Brief,
No. 97/15 of 8/4/97).

'°This section updates the information provided in earlier papers based on data from the
International Union of Credit and Investment Insurers (the Berne Union), the OECD, and
individual export credit agencies. 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,” World Economic and Financial Surveys, March
1995. Also, see “Recent Export Credit Market Developments,” by Paulo Drummond
(Internattonal Monetary Fund, Working Paper, WP/97/27).
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Box 2. Guiding Principles of Aid Disbursement Policies

The lessons of development co-operation in the
past show that properly applicd in propitious environments,
development assistance has been able to achieve a significant
impravement in the quality of life of a Jarge number of
people in many developing countrics. However, at the same
time, the expericnce also shows that development assisiance
is essentially a complementary factor, albeit a critical one, as
civil conflict and poor governance, despite aid, can set back
development for generations. Based on the above experience
and the need to meet new challenges posed by the increased
complexity of relationships between the developed and
developing countries and changing circumstances within
the developing countries themselves, DAC member
countrics in 1995 adopted a policy statement on
“Development Partnership in the New Global Context” and
subsequently outlined in their 1996 report Shaping the 2] st
Century: The Contribution of Development Co-operation
(OECD, Panis, 1996), a shared approach 1o development co-
opecration and have pledged to modify and strengthen their
aid disbursement policies accordingly.

This strategy includes, for the first time,
guantitative targets as well as key qualitative factors. The
quantitative targets for poverty reduction, social
development, and environmental sustainability are drawn
from those already endorsed in other international fora.’
They refiect broad agreement in the international community
regarding measures of progress and have been arrived at
with the active participation of developing countries.

1. Economic well-being: The praportion of peopie
living in extreme poverty in developing countries should be
reduced by at least one-half by 2013,

2. Social development: There should be substantial
progress in primary education, gender equality, basic health
care and family planning, as follows:

« universal primary education in all countries by
2015;

» demonstrated progress towards gender equality
and the empowerment of women by climinating
gender disparity in primary and secondary
education by 2005;

« areduction by two-thirds in the mortality rates for
infants and children under age 5 and a reduction
by three-fourths in maternal mortality, all by 2015,

= access through primary health-care system to
reproductive health services for all individuals of
appropriate ages as soon as possible and no later than
the year 2015.

3 Environmental sustainability and regeneration:
Implementation of national strategies for sustainable
development in all countries by 2005, 50 as to ensure that
current frends in the loss of environmental resources are
effectively reversed at both global and national levels by
2015.

The 21st Century strategy also stresses that aid
programs should focus on several key qualitative factors,
reflecting an increasing awareness that essential to the
atisinment of the above measurable goals will be factors
such as more stable, safe, participatory and just societics.
This requires the development of capacity for effective,
democratic and accountable governance, the protection of
human rights and respect for the rule of Jaw. Thus
successful development strategies must integrate 8 number
of key elements:

+ a sound policy framework cncouraging a stable
growing economy with full scope for a vigorous
private sector and an adequate fiscal base;

+ investment in social development, especially
education, primary heatth care, and population
activities,

« e¢nhanced participation of all people, and notably
women, in econornic and political life, and the
reduction of social incqualities;

= good govemance and public management,
democratic accountability, the protection of human
rights and the rule of law;

« sustainable environmenta! practices; and

» addressing root causes of potential conflict, limiting
military expendilure, and targeting reconstruction and
peace-building efforts toward longer-term
reconciliation and development.

"United Nations conferences on education (Jomtien, 1990),
children MNew York, 1990), the environment (Rio de
Janeiro, 1992), human rights (Vienna, 1993), population
(Cairo, 1994}, social development (Copenhagen, 1995), and
women (Beijing, 1995).
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24 percent of total indebtedness of these countries, and for 56 percent of their indebtedness to
official creditors. In addition, exports covered by Berne Union members—largely through new
export credit insurance and guarantees, but also through direct lending—comprise about

13 percent of all exports from the countries of Berne Union members, which in turn account
for about 80 percent of world exports. Since export credits are regarded as primarily
trade-promoting rather than development-oriented, they are not included in OECD data on
official financing flows to developing countries (discussed in Chapter I1).

A. Total Export Credits

Total export credit exposure to developing countries and economies in transition
declined by 2 percent in 1996 to $466 billion, compared with an average growth rate of
11 percent during 1990-95 (Chart 5)."' Approximately two thirds of total exposure was due
to outstanding export credit commitments,'* while unrecovered claims and arrears accounted
for the remaining one third. Total export credit commitments outstanding, which had
contributed to the rise in total exposure over the 1992-95 period, declined by some 4 percent
in 1996 as repayments exceeded new commitments. In addition, unrecovered claims have risen
sharply in recent years—the majority of this increase represents payments of insurance claims
by agencies in the context of a few large Paris Club reschedulings. Export credit agencies’
exposure is concentrated in relatively few countries—the 10 (20) main recipients accounted
for 55 (80) percent of agencies’ total exposure (Chart 6), broadly in line with their shares in
trade flows (56 (78) percent) and GDP (51 (83) percent).

Total new export commitments to developing countries and economies in transition
reported by agencies to the Berne Union fell by 3 percent to about $105 billion in 1996,
reflecting a substantial decline in new commitments in a few major markets (Chart 7). This
marked the first decline in total new commitments since 1992, which had risen by ¢ percent
per annum over the 1992-95 period.”® As in the past, new commitments in 1996 were
concentrated in a few countries with relatively large export activity, favorable risk
assessments, and existing high agency exposure (Chart 8). In fact, the concentration is higher
than for total exposure as approximately 66 (90) percent of all new export commitments were
reported to the top 10 (20) countries receiving this form of financing. While six Asian

"'While the trends reported here are clear, specific fipures need to be interpreted with caution. The problems that
arise in discussing export credit statistics are discussed in Appendix II of “Officially Supported Export
Credits—Developments and Prospects,” World Economic and Financial Surveys, March 1995. Starting in 1994,
the figures supplied by the Beme Union include data for some smaller export credit agencies, and cover 20
additional debtor countries. The effect of this expansion on total exposure was reflected in 1994 and on new
commitments in 1995.

12This includes undisbursed credit, sec the glossary in Appendix I11.

BBased on 1994 country coverage.
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Chart 6. Twenty Main Recipients of Export Credits Among Developing Countries and Countries in Transition, 1992 and 1996
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Chart 7. Officially Supported Export Credits: New Commitments, 1988-96

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

1/ Same country coverage as in 1994,
2/ Figures reflect an increased number of countries (20) covered in agencics' reporting to the Berne Union.

New commitments to these countries were $18.4 billions in 1995 and $18.8 billions in 1996, over 80 percent of
which reflected commitments to Thailand, Malaysia and Greece.
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Chart 8: New Export Credit Commitments in Selected Major Markets, 1993 - 1996
(In billions of U.S. dollars)
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countries (China, Hong Kong, Indonesia, Malaysia, Philippines, and Thailand) continued to
receive the bulk of new export commitments in 1996, all but Hong Kong showed substantial
decreases from 1995, In general, the slower growth in new export credit commitments
reflected some slowing down of project financing, which tends to be lumpy, and, in part,
growing concerns regarding macroeconomic imbalances in some countries in Asia and the
ability of the debtor countries to assimilate previous amounts of export finance. Nonetheless,
new commitments to some countries increased in 1996, particularly to South Africa, which
accounted for less than 2 percent of agencies’ existing exposure, but received over 7 percent
of all new commitments in 1996 following the strengthening of economic performance in the
previous year. Brazil and Turkey also saw an increase in new commitments.

By the end of 1996, export credits were on average around 27 percent of the total
external debt of the 20 largest countries in terms of export credit agencies’ exposure
(Chart 9). For several countries (Algeria, Iran, Nigeria), export credits have been their main
source of foreign finance in the past, representing some two thirds or more of their external
debt. For other countries with a more diversified base of foreign financing such as Brazil,
India, and Mexico, export credits represented less than 20 percent of their external debts.

B. Financial Performance of Export Credit Agencies

The financial performance of most ¢xport credit agencies, as measured by net cash
flow, continued to improve during 1996 (Chart 10)."* Of the 41 agencies surveyed,
32 recorded improvements in their cash flow balances, with four large agencies responsible for
the bulk of this enhancement. For the first time since 1981, Berne Union members’ combined
cash-flow results were in surplus ($1.3 billion) in 1996, compared to a deficit of $0.4 billion in
1995, as premium income and rising recoveries offset new claims payments and administrative
costs. New claims payments, which had peaked at $16 billion in 1994, dropped an additional
10 percent in 1996 to about $10.6 billion, reflecting mainly lower payments on former
Soviet Union debt.'> At the same time, recoveries on claims previously paid increased by
13 percent reaching $8.9 billion, while premium income rose by 3 percent to $3.6 billion.

" Accounting practices of agencies differ and only data on a net cash flow basis—not on an accrual basis—are
available on a consistent basis from all export credit agencies. Assessing the financial posiuon of export credit
agencies on an accrual basis requires, inter alia, estimating the expected recovery of claims and provisioning for
possible eventual losses. An increasing number of agencies have been moving towards more sophisticated
accounting systems but inter-agency comparisons remain extremely difficult given differences in accounting
ireatment between agencies.

35 discussed above, the accounting treatment of arrears and restructured debts differs among agencies. In
particular, agencies that restructure an insured claim by refinancing will not reflect this in new commitments and in
the cash flow of the agency, whereas this would be reflected for agencies that reschedule an insured claim involving
a cash payment by the agency to the claimant. For this reason, inter alia, the Berne Union data and cash flow
balances reporied by the agencies should be interpreted with caution.



Chart 9. Main Recipients of Export Credits Among Developing Countries

and Countries in Transition, 1996
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Chart 10. Export Credit Agencies: Premium Income, Recoveries,

Claims and Net Cash Flow, 1990-96
(In billions of U.S. dollars)
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This improvement in the agencies’ financial position reflected in part debtors’ better
ability to service export credits owing much to the high level of world economic activity, as
well as three developments in export credit markets in recent years. First, a number of major
debtor countries (particularly Russia), have experienced an improvement in their payments’
position and several countries have exited from the Paris Club rescheduling process. Second,
recoveries on rescheduled debts have become a significant source of income, particularly for
large agencies. Third, many agencies have adjusted their premium schedules to reflect better
the risk of transactions covered in recent years. Most export credit agencies expect these
trends to continue in 1997,

C. New Commitments and Cover Policy for Selected Countries

The strong flow of new commitments to Asia—including tied-aid credits—continued
in 1996, although at a somewhat slower pace than the record amounts reported in 1994-95,
These sizeable flows of new credits over the last few years have caused total export credit
exposure to Asia to double since 1992. The slowdown in 1996 reflected some slowing down
of project financing, which tends to be lumpy, and in part concerns regarding the sustainability
of current account deficits of some of the recipient countries as well as possible signs of
overheating. However, given the rapid output growth of countries in the region, the large
projected need for infrastructure projects and the corresponding robust demand for capital
imports, new commitment flows to this region are expected to remain significant.

All agencies remained open for business, generally without restrictions, in China and
Indonesia, the largest recipients of new commitments. New commitments to China and
Indonesia slowed to $15 billion and $10 billion, respectively, in 1996, down 25 percent from
their record 1995 levels. Given substantial inflows of new credits, agencies’ exposure to China
has more than doubled since 1992, reaching $45 billion in 1996. Similarly, agencies’ exposure
to Indonesia has grown by some 25 percent since 1992. Also, not withstanding specific
concerns regarding the external current account deficits of the Philippines (4.3 percent of
GNP in 1996) and Thailand (7.9 percent of GDP in 1996), most export credit agencies
continued to hold a positive long-term assessment of these countries and provided over
$12 billion in new commitments in 1996, as all agencies were open for all business without
restrictions.

New commitments to Russia rose from $2.5 billion in 1995 to 33 billion in 1996. Most
agencies were generally open for short-term business in Russia, but with restrictions on some
transactions. Some agencies remained off cover for medium- and long-term transactions and
others were open only with a sovereign guarantee and with limits on new business. No agency
was prepared to accept regional government guarantees. Many agencies welcomed the joint
work by the EBRD and the World Bank on deepening the financial sector, under which
30 Russian commercial banks have been accredited. Partly as a result, some agencies were
accepting or considering to accept guarantees by a small number of commercial banks, largely
for short-term business.
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Cover policies for the Baltics and the other countries of the former Soviet Union have
continued to remain restrictive. Most agencies were on cover for the Baltic countries, but
required a government guarantee. The volume of new commitments to these countries was
some $200 million in 1996. For the resource-rich Asian states of Kazakhstan, Turkmenistan,
and Uzbekistan, most agencies were open for business only with a sovereign guarantee. New
commitments to individual countries were in the range of $300-500 million in 1996.

Despite concerns that the political and economic situation in Turkey has remained
vulnerable, new commitments rose to almost $5 billion in 1996, Given that Turkey has been a
major market for many agencies and has an excellent payment record, agencies were generally
open for cover on all business with very few restrictions. Nevertheless, agencies were
watching political developments very carefully and some had either tightened their cover
policies recently, or downgraded Turkey in their risk assessments, and/or raised their fees.
Similarly, in spite of a difficult political and fragile economic environment, most agencies were
open for cover with some restrictions in Pakistan due to its good payments record. New
commitments in Pakistan have stayed around $2-3 billion a year since 1994. Also, most
agencies were open for all business in /ndia with few restrictions (new commitments in 1996
of $3.6 billion), but required central government guarantees. New commitments in fran
totaled approximately $3 billion in 1996; however, a German court ruling on state-supported
terrorism in the spring of 1997 has practically frozen new business.

Most agencies were off cover on medium- and long-term business with the Venezuelan
public sector, except for a couple of large state-owned mining/oil companies. While many
agencies reported some payments on arrears in 1996, significant arrears remained. Most
agencies were generally more positive towards operations with the private sector. New
commitments to Venezuela have remained around $600-650 million in the last two years,
after a peak of $2 billion in 1993.

D. Market Developments and Institutional Changes
The market for export credits has developed in recent years within the framework

provided by the Arrangement on Guidelines for Officially Supported Export Credits (the
OECD “Consensus”).'® The agreement also set in motion new work on areas not covered by

'“The last comprehensive change to the Consensus took place in August 1994, when
participants agreed to a package of measures—the “Schaerer Package”—designed to tighten
and simplify the implementation of the earlier agreement. 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 I11. The package agreed in 1994 contained a number of measures,
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
{continued...)
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the Consensus, including export credits for agricultural products, the setting of pricing
mechanisms and premium fees for export credits as well as the stricter application of existing
OECD rules on tied-aid credits. Throughout 1996, a group of experts, chaired by Belgium,
has worked toward establishing a consensus on maximum export subsidy levels. A particular
sticking point has been the different methods used by export credit agencies in the setting of
premium rates for export credit guarantees, Some agencies prefer to set premium rates
according to market conditions and associated levels of risk, while other agencies have not
traditionally differentiated between markets in the setting of premium rates. A factor that
limits the effectiveness of the OECD Consensus is the rapidly growing competition from
countries outside of the OECD, especially emerging markets in Asia.

An on-going development in the market for export credits has been the growth in
agencies’ business devoted to investment insurance. Agencies have reported that the demand
for investment insurance has surged in recent years in the context of growing external finance
for developing countries from private sources, including foreign direct investment, and the
transfer of a number of public enterprises to the private sector through privatization programs
in these countries."” Berne Union members reported an increase demand for investment
insurance cover to over $15 billion in 1996 from $8 billion in 1995, while at the same time the
value of investment insurance claims paid fell by almost 50 percent. In addition, members’
investment insurance portfolios rose by 28 percent from 1995, to approximately $43.5 billion.
Traditionally, export credit agencies have supplied insurance against political risks other than
the usual transfer risks, including host government actions that might interfere with the
performance of private sector projects.’® The uncertainties in many developing countries about
the future of the political, legal, and regulatory regimes governing foreign direct investment
more generally, and project finance in particular, are often intractable fram the point of view
of prospective foreign investors. The investment insurance offered by official bilateral and
multilateral agencies has helped developing countries catalyze more private finance for
projects in recent years.

'%(...continued)

March 1995, Annex III. The package agreed in 1994 contained a number of measures,
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.

"Investment Insurance cover is not subject to the Consensus.
'®There are broadly three categories of investment insurance risk which usually covered by

bilateral and multilateral agencies: currency (in)convertibility and transfer, nationalization and
expropriation {(without compensation), and war and civil disturbance.
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A new development in recent years has been the growing participation of private
insurers in the export credit insurance market, as well as the privatization of some ECA
businesses.

IV. Financing from Multilateral Institutions'’
A. Recent Trends in Multilateral Lending

Total multilateral lending to all developing countries® fell in 1996 (gross $42 billion;
and net $15 billion) afier the record high level in 1995 (gross $60 billion; and net $28 billion)
that reflected exceptionally large IMF lending in support of Mexico and Russia (Table 4).%'
Following a steady growth over the last decade, multilateral lending to all developing
countries has reached in gross terms nearly double the size of official bilateral lending. For
low-income countries, and HIPCs in particular, multilateral lending has become the largest
source of public borrowing in net terms, while middle-income countries have been increasingly
relying on borrowing from private sources.? Concurrently, middle-income countries
continued to receive the bulk (65 percent) of multilateral iending amounting to $27 billion
(gross) in 1996. Reflecting the higher share of concessional lending, which is generally of
longer maturity and therefore involves smaller repayments, however, low-income countries
received about half of net disbursements from multilateral institutions.

®In line with the definition used in the World Bank Debtor Reporting System (DRS),
multilateral lending in this chapter refers 1o Jending by international organizations, including
the World Bank, regional development banks, and other multilateral and intergovernmental
agencies (also see Box 3). Lending by the IMF is also included. Lending by funds
administered by an international organization on behalf of a single donor government is
excluded. The statistical information used in this section is derived mostly from the DRS
supplemented by IMF staff estimates. The data for 1996 are provisional estimates.

A group of 136 countries reporting 1o the DRS. There have been two changes in the
composition of this group: the Republic of Korea has been reclassified as a high-income
country and thus excluded from the group, and Bosnia and Herzegovina was included in the
group for the first time. The data is not consistent with that derived from OQECD (DAC)
sources used in Chapter IL.

Mexico drew SDR 8.8 billion (equivalent to $13.3 billion). In addition, there was a number
of large IMF loans in 1995 including to Russia (SDR 3.6 billion), Zambia (SDR 1.8 billion),
Argentina (SDR 1.6 billion), and Ukraine (SDR 0.8 billion), resulting in total IMF lending of
SDR 18 4 billion in 1995 compared to SDR 6.0 billion in 1996.

**Middle-income countries have also received an increasing share of disbursements of private
non-guaranteed debt in recent years.



Table 4. Developing Countries: Gross and Net Disbursements on Public External Debt
by Analytical Group and Creditor, 1985-96 1/

(In billions of U.8. dolars)

Gross disbursements Net disbursements
Annual average Prov. Annual average Prov.
1985-89  1990-94 1994 1995 1996 1985-89 1990-94 1994 1995 1996
All developing countries 2/ 95.4 115.1 114.2 157.0 158.7 354 382 303 613 49.7
Multilateral 25.1 36.7 374 599 41.8 9.8 15.0 11.9 278 153
Cfficial bilateral 182 22.3 20.6 328 213 89 96 3.1 12.9 5.0
Private 520 56.2 56.1 642 95.6 16.7 136 15.2 20.6 39.4
Middle-income countries 3/ 66.1 789 770 114.8 1189 173 183 13.2 46.6 384
Multilateral 15.9 228 225 4.1 27.1 4.7 6.2 32 21.4 8.0
Official bilateral 113 15.2 14.2 231 15.1 44 59 09 88 =38
Privaie 39.0 41.0 403 471.6 76.6 8.2 6.1 9.0 16.5 36.2
Low-income countries 4/ 293 36.2 32 423 398 18.1 19.9 17.1 14.7 11.3
Multilateral 93 13.8 14.9 15.8 147 52 88 8.7 6.4 7.3
Official bilateral 69 71 6.4 9.8 62 4.5 3.7 22 42 0.8
Private 13.1 15.2 158 16,7 18.9 g5 7.5 6.2 4.1 2
Heavlly indebted poor countries 5/ 11.2 9.4 86 103 9.0 6.3 4.6 3.9 3.0 L9
Multijateral 4.5 5.6 6.5 7.9 6.2 2.5 32 kR4 3.3 il
Official bilateral 38 24 1.5 1.6 1.7 2.9 1.4 0.5 0.3 0.1
Private 29 14 06 0.8 11 1.0 0.0 0.5 0.5 -1.1
Memorandum items:
Private non-guaranteed debt 6/
All developing countries 2/ 7.4 317 41.2 588 67.0 -1.6 15.9 223 311 7.6
Middle-income countries 3/ 64 303 453 559 60.4 -16 154 26 25.0 323
Low-income countries 4/ 1.0 1.4 1.7 29 6.6 0.0 0.5 0.7 21 53
Heavily indebted poor countries 5/ 0.6 0.4 04 0.2 0.8 0.0 0.0 0.1 0.1 03

Sources: World Bank Debtor Reporting System (DRS); and IMF International Financial Statistics (IFS).

1/ Disbursements on medium- and long-term public and publicly guaranteed debt; including to the IMF, Differences in coverage and
definitions make the World Bank data presented in this table incompatible with OECD data.
2/ A group of 136 countries reporting to the DRS.
3/ A group of 75 DRS reporting countries for which 1995 GNP per capita was between $766 and $9,386 as calculated by

the World Bank.

4/ A group of 61 DRS reporting countries for which 1995 GNP per capita was no more than $765 as calculated by the World Bank.

5/ A group of 41 Heavily Indebied Poor Countries, for countries covered, see Appendix I1, Table 20.
6/ Only 31 DRS reporting countrics report their private non-guaranteed debt to the DRS; estimates are made by the World Bank

for 29 other DRS reporting countries for which this type of debt is known to be significant.
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Box 3. Coverage of Multilateral Institutions

In addition to the IMF, which is a monetary rather than
a development institution, the major multilateral
lenders in size of lending are the World Bank,
comprising both the International Bank for
Reconstruction and Development (IBRD) and the
International Development Association (IDA)'; the
three regional development banks®*: the African
Development Bank (AfDB), the Asian Development
Bank (AsDB), and the Inter-American Development
Bank (IDB); and a group of European multilateral
institutions primarily associated with the European
Umnion”, such as the European Investment Bank (EIB).
The Furopean Bank for Reconstruction and
Development (EBRI))* and the International Fund for
Agricultural Development (TFAD) are also the
multilateral institutions with wider membership, but
with a relatively small size of lending. Other
multilateral lenders include institutions based in Arab
countries (e.g., Arab Fund for Econiomic and Social
Development, the OPEC Fund for Intemational
Development, and the Islamic Development Bank) and
a large number of sub-regional organizations

(e.g., Central American Bank for Economic Integration
(CABETI), and Corporacion Andina de Fomento
(CAF)).

The EIB has unique features as the development
financing institution of the European Union. It provides
long-term finance for capital projects both within and
outside the European Union. Qutside the Union, its
financing operations mnvolve countries with which the
Union has concluded cooperation agreements, and are
conducted either from its own resources or, under
mandate, from Union or member states’ budgetary
resources, For the Central and Eastern European
countries, support has been provided within the G-24
framework. Lending operations from

Union or member states’ budgetary resources are more
of bilateral nature, but are not shown separately in the
DRS.

'"The World Bank, together with the International
Finance Corporation (IFC), the Multilateral Investment
Guarantee Agency (MIGA), and the International
Center for the Settlement of Investment Disputes
(ICSID), forms the World Bank Group. These
institutions are separate legal entities established by
the respective international agreements. The IFC and
MIGA play an important role in supporting the private
sector in developing countries by complementing the
support provided by the IBRD and IDA, while the
ICSID provides a forum to resolve cross-border
investment disputes rather than financial resources.

*The three regional development banks have affiliated
institutions and/or special funds established for specific
purposes. For example, the AsDB has the Asian
Development Fund (ADF) that provides loans on
concessional tertns; and the IDB has the Inter-
American Investment Corporation (IIC) as an
autonomous affiliate and the Multilateral Investment
Fund (MIF), both of which were established te support
directly private sector development. The African
Development Fund (AfDF)} is a legal entity separate
from the African Development Bank that provides
loans on concessional terms.

*The World Bank Debtor Reporting System
distinguishes between the Council of Europe, European
Community (EC), European Development Fund
(EDF), and the Eurcpean Investment Bank (EIB).

‘While all EU members, the EIB and the European
Community are shareholders of the EBRD, the
membership also includes a number of other countries.
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Gross disbursements to all developing countries from multilateral institutions other
than the IMF continued to increase modestly to reach $33 billion in 1996 while net
disbursements recovered to $15 billion from the lower level in 1994-95 that reflected large
repayments by middle-income countries (Table 5). At the same time, IMF flows turned from
substantial net repayment in the second half of the 1980s to positive net flows in the 1990s;
after a surge in 1995, gross (net) disbursements amounted to $8.7 (0.7) billion in 1996. Thus
total net multilateral lending to all developing countries has stepped up, although with year-to-
year fluctuations, from an annual average of $10 billion in 1985-89 to $15 billion in the 1990s
and a peak of $28 billion in 1995 (Chart 11). For HIPCs, multilateral net disbursements
fluctuated at around $3—4 billion over the last decade, in contrast to a sharp dectine in net
lending from official bilateral and private sources since 1993. Most HIPCs continued to
receive positive net disbursements from multilateral institutions in 1996 (Table 20, Appendix
IT), except for countries not undertaking adjustment policies (Democratic Republic of Congo,
Liberia, and Myanmar) or with an interrupted adjustment program (Honduras).

Muitilateral lending on concessional terms to developing countries increased steadily
over the last decade notwithstanding somewhat lower flows in 1996 (gross $12 billion; and
net $9 billion, Table 5). Concessional lending reached close to 60 percent of net disbursements
in 1996. For HIPCs, the concessional share in gross multilateral disbursements has risen
steadily from below 60 percent in 198589 to over 80 percent in 1996. For low-income
countries, and HIPCs in particular, concessional resources have been used to repay
nonconcessional debt to multilateral institutions in the 1990s—as reflected in net concessional
lending of over 100 percent of net disbursements in 1995 and 1996.

Recent changes in the regional allocation of multilateral disbursements reflected the
exceptional lending pattern in 1995 (Table 6 and Table 21, Appendix I1). A major
development over the last decade was the reversal of flows to Europe and Central Asia—from
net outflows in the second half of the 1980s to inflows reaching over 40 percent of net
multilateral lending in 1996—reflecting the assistance provided to reforming transition
economies. At the same time, the share of lending to countries in the Western Hemisphere
(except for 1995) and South Asia dropped sharply from half of total flows in 1985-89 to
12 percent in 1996 as Latin American countries increasingly used private funding sources, and
India started to make substantial net payments to the IMF after 1993.

B. Multilateral Debt Service

Notwithstanding the buildup of multilateral debt, the multilateral debt-service ratio for
all developing countries has gradually declined by a cumulative 2 percentage points since the
mid-1980s to reach 3 percent of exports of goods and services in 1996 (Chart 12 and
Table 7). This trend reflects the increased share of concessional lending. For HIPCs, the



Table 5. Developing Countries: Gross and Net Disbursements from Multilatera] Institutions
by Analytical Group and Concessionality, 1985-96 1/

Gross disbursements Net disburscments
Annual average Prov. Annual average Prov.
1985-89 1990-94 1994 1995 1996 1985-89 1990-94 1994 1995 1996
(in billions of U.S. dollars)

All developing countries 2/ 25,110 36,656 37,3714 59938 41,771 9,823 15,008 11,929 27,791 15273
ME 4,613 7,902 3,401 27914 8,681 ~2,767 1,343 1,573 16,781 743
Other 20,497 28,755 28973 32,024 33,09 12,590 13,665 10,355 11,010 14,530
Concessional 6,220 9,503 11,454 12,198 11,559 4,803 7,693 9,294 9,467 8,629

Of which: IMF 3/ 480 841 1,303 2,1 1,029 -81 647 984 1,604 325
Nonconcessional 18,839 27,153 25920 47,740 30,212 5,020 1315 2,635 18,325 6,644

Middle-Income countries 4/ 15,857 22,829 22467 44,128 27112 4,668 6,231 3,209 21371 7914
IMF 3,356 5,789 6,668 24,227 1,295 -1,398 216 1,638 17,600 1,785
Other 12,501 17,040 15,800 19,901 19,817 6,067 5315 1,572 3,771 6,189
Concessional 1,035 1,753 1.998 2,496 1,921 486 943 1,153 L470 959

Of which: IMF 3/ 23 37 49 26 49 =153 24 32 -4 13
Nonconoessional 14,821 21,077 20470 41,631 25,191 4,183 5,277 2,056 19,901 7,015

Low-income countries §/ 9,253 13,827 14506 15811 14659 5,155 8,777 8,719 6,420 1,299
IMF 1,257 2113 1,733 3,688 1,386 -1,368 427 54 819 1,042
Other 7,996 11,714 13,173 12,123 132713 6,523 8,351 8,784 7,240 8,341
Concessional 5,185 7,751 9,456 9,702 9,638 4,317 6,739 8,140 7,997 7,670

Ofwhich : IMF 3/ 456 804 1,254 2,146 980 31 623 952 1,609 312
Nonconcessional 4,068 6,076 5,451 6,108 5,021 838 2,038 579  -1,576 <371

Heavily indebted poor countries 6/ 4,511 5,628 6,522 7,875 6,207 2,487 3,204 3,866 3,255 3,135
IMF 805 651 1,012 3,025 974 -297 16 524 575 312
QOther 3,706 4,978 5310 4,849 5,233 2,784 3,189 3,342 2,680 1,823
Concessional 2,666 3,972 4,997 5,875 5,084 2,246 3,401 4,198 4,897 3,906

Of which: IMF 3/ 305 489 736 2010 824 139 397 572 [.651 367
Nonconcessional 1,845 1,656 1,525 1,999 1,124 241 -197 =332 -L,643 11
(In percent)}

Concessional share in dishursements
All developing countries 2/ 25 26 3 20 28 49 51 78 34 57
Middle-income couniries 4/ 7 8 9 6 ? 10 15 36 T 12
Low-income countrics 5/ 56 56 63 61 66 34 77 93 125 105
Heavily indebted poor countrics 6/ 59 71 m” 75 82 920 106 109 150 125

Sources: World Bank Debtor Reporting System (DRS); and IMF Intemnational Financial Statistics (IFS).

1/ Disbursements on medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ A group of 136 countrics reporting to the DRS.
3/ SAF, ESAF, and Trust Fund.

4/ A graup of 75 DRS reporting countries for which 1995 GNP per capita was between $766 and $9,386 as calculated by the World Bank.

5/ A group of 61 DRS reporting countri¢s for which 1995 GNP per capita was no more than $765 as calculated by the World Bank.
6/ A group of 41 Heavily Indebtcd Poor Countries; for countries covered, see Appendix 11, Table 20.
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Chart 11. Developing Countries: Net Disbursements on Public External Debt by Creditor, 1985-96 1/
{In: billions of U.S. dollars)

a. All developing countries
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Sources: World Bank Debtor Reporting System (DRS), and BVF International Financial Statistics.

! Net disbursements on medium- and long-term public and publicly guaranteed debt; including to the IMF
* The estimates for 1996 are provisional.
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Table 6. Developing Countrics: Gross and Net Disbursements from Multilateral Institutions by Region, 1985-96 1/

Gros disbursements Net disbursements
Anpual avera Prov. Annual avera Prov.
9% 1 1994 1995 199¢ 1585-89 199094 1994 1995 1996
(In millions of U.S. dollars)

Al developing countries 2/ 25,110 36656 37374 59938 41,771 2823 15008 11,929 27,791 15273
IMF 4,613 7,902 2401 27914 8,681 2,767 1343 1,573 16,781 743
Other 20,497 28,755 28973 32024 33,090 12,590 13,665 10,355 11,010 14,530
Sub-Saharan Africa 4323 5319 5,897 7354 512 2,334 3,110 3,448 2,924 2,904

MF 209 598’ 918 2,994 652 335 -2 452 581 55
Other 3,514 4,724 4,979 4,360 5,060 2,669 3,118 2,993 2,343 2,849
North Africa and the Middie East 2,196 3,107 3,752 3,715 4,004 9291 1,083 1,558 1,283 1,611
IMF 388 34 935 590 985 as -49 529 200 648
Other 1,808 2,732 2,817 3,126 3,019 953 1,132 1,028 1,083 963
East Asia and the Pacific 4,103 5,525 6,219 6,325 6,287 2118 2,241 2,267 2,840 2,631
IMF 588 270 275 203 195 -192 =367 =26 =188 -119
Other 3,515 5,255 5,944 6,123 6,092 2310 2,608 2,293 3,028 2,750
South Asia 3,772 6,016 5,350 4,105 4,903 1,846 3,804 2,197 =117 1,180
DMF 342 1,348 520 202 156 ~1,027 484 ~794 -1,794 -1,584
Other 3,430 4,668 4,860 3,903 4,747 2,874 3,32 2,991 1,677 2,764
Western Hemisphere 8,535 10,489 7,852 25,714 10,714 3,086 1,042 -1,729 14,486 581
IMF 2,312 2,575 1,166 15,7712 LAT? -134 -T11 1,276 12878 -1951
Other 6,223 7.914 6,686 9,942 9,237 3,220 1,753 453 1,608 2,532
Europe and Ceniral Asia 2,180 6,201 8,274 12724 10,152 -531 3,728 4,191 6,375 6,367
IMF 174 2,739 4,586 8,154 5,217 -1,116 1,994 2,688 5,104 3,695
Other 2,006 3,462 3,688 4,570 4,935 564 1,735 1,503 1,271 2,672
(In percent of total)

Sub-Saharan Africa 172 14.5 15.8 12.3 137 238 20.7 289 10.5 190

North Africa and the Middie East 3.7 85 10.0 6.2 9.6 i0.1 7.2 13.1 46 10.5

East Asia and the Pacific 16.3 15.1 16.6 10.6 151 216 149 19.0 10.2 17.2

South Asia 15.0 164 14.4 6.8 117 18.8 253 18.4 0.4 17

Western Hemisphere 34.0 286 21.0 429 25.6 314 69 -14.5 521 3.8

Europc and Cantral Asia 8.7 16.9 221 212 243 -5.6 24.8 35.1 229 41.7

Sowrces: World Bank Debtor Reporting System (DRS); and IMF International Financial Statistics (IFS).

1/ Disbursements of medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ A group of 136 countrics reporting to the DRS.
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Chart 12: Developing Countries: Debt-Service Payments on Multilateral Debt, 1985-96
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Sources: World Bank Debtor Reporting System (DRS); and IMF Treasure’s Department.
m IBRD E] IDA Regional development banks
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! The estimates for 1996 are provisional.
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Table 7. Developing Countries: Multilateral Debt Service, 1985-96 1/

Annual average Prov.
1985-89 1990-94 1994 1995 1996
(In millions of U.S. dollars)
Multilateral debt service
All developing countries 2/ 25,624 36,171 40,655 48,641 43,668
Middle-income countries 3/ 19,042 27,542 30,484 34,825 31,935
Low-income countrics 4/ 6,582 2,629 10,171 13,816 11,733
Heavily indebted poor countries 5/ 3,251 4,032 4,284 6,464 4,714
(In percent of exports of goods and services)
Multilateral debt-service ratio
All developing countries 2/ 58 4.6 40 4.0 3.3
Middle-income countries 3/ 5.7 4.5 3.9 38 32
Low-income countries 4/ 6.1 47 43 4.9 37
Heavily indebted poor countries 5/ 9.4 8.5 8.9 11.5 7.3
(In percent of exparts of goods and services)
Memorandum items:
Mutltilateral debt
All developing countries 2/ 425 345 312 28.9 273
Middle-income countries 3/ 344 254 223 215 20.2
Low-income countries 4/ 67.4 64.7 60.4 531 50.0
Heavily indebted poor countries 5/ 103.7 115.1 129.9 120.1 109.3

Sources: World Bank Debtor Reporting System (DRS); IMF International Financial statistics; and IMF

Treasurer's Department.

1/ Debt service on medium- and long-term pubtlic and publicly guaranteed debt; including to the IMF.
2/ A group of 136 countries reporting to the DRS.
3/ A group of 75 DRS reporting countries for which 1995 GNP per capita was between $766 and

$9,386 as calculated by the World Bank.

4/ A group of 61 DRS reporting countries for which 1995 GNP per capita was no more than $765 as

calculated by the World Bank.

5/ A group of 41 Heavily Indebted Poor Countries, for countries covered, see Appendix 11, Table 20.
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multilateral debt service ratio has declined to 7 percent in 1996 compared to 9-10 percent in
1986-91.7

Middle-income countries made net transfers to multilateral institutions over the last
decade at around one percent of exports of goods and services (Table 8). In contrast,
low-income countries continued to receive positive net transfers, albeit with a declining trend.
For HIPCs, the level of net transfers in relation to exports fell slightly from 3'2 percent in
1985-89 to 2¥ percent in 1995-96.

C. Multilateral Debt

The share of multilateral debt in total debt of developing countries increased modestly
by 3 percentage points during the first half of the 1990s to reach 26 percent at end-1996
(Chart 13 and Table 9). For HIPCs, the share reached 34 percent at end-1996, up from
26 percent at end-1990, reflecting in part continued support from multilaterals, bilateral debt
forgiveness, particularly of ODA claims, increasing use by bilaterals of grant (rather than loan)
finance, and a withdrawal by private creditors. In contrast, for middle-income countries, the
share of multilateral debt remained broadly unchanged at around 20 percent during the first
half of the 1990s. For all developing countries, the share of concessional debt in total
multilateral debt has risen by 6 percentage points over the last decade to reach 36 percent at
end-1996 (Table 10); for HIPCs, the share has risen from less than one half to over three
quarters over the same period. IMF concessional debt constituted about 8%z percent of
multilateral concessional debt of HIPCs (Table 22, Appendix II).

The creditor composition of multilateral debt has remained broadly unchanged over
the recent past, although the exceptional lending in 1995 slightly increased the share of IMF
and reduced that of the World Bank. The World Bank remained the largest muitilateral
creditor with its share in total multilateral debt of developing countries of over 50 percent;
IDA’s relative share has increased in recent years to over 20 percent (Table 11). The three
main regional development banks together accounted for 23 percent of total multilateral debt
in 1996-—their share has risen by nearly 10 percentage points over the last decade. The IMF
accounted for 16 percent of total multilateral debt, European institutions for 4 percent, and
other multilateral institutions for the remainder.

For HIPCs, the share of the World Bank in total multilateral debt increased from
47 percent in 1985 to 55 percent in 1996 (Tabie 22, Appendix II). The share of IDA debt
increased from 26 10 46 percent over the same period, and that of IBRD debt fell from 21 to
9 percent reflecting the continued move toward concessional lending to these countries. The
share of concessional resources in overall World Bank group exposure to HIPCs rose from
55 percent in 1985 to 84 percent in 1996. The share of the three major regional development

BDebt service was exceptionally high in 1995, reflecting the clearance of Zambia’s arrears to the IMF.



- 42 -

Table 8. Developing Countries: Multilateral Net Transfers, 1985-96 1/

Annual average Prov.
1985-89 1990-94 1994 1995 1996

(In millions of U.S. dollars)

All developing countries 2/ -514 485 -3,281 11,298 -1,897
IMF -5.374 969 -197 14,092 -1,728
Other 4,860 1,455 -3,084 -2,794 -169

Middle-income countries 3/ -3,185 -4,712 -8,016 9,303 -4,823
IMF -3,205 -883 288 15,691 =333
Other 19 =31 830 -8,104 -6,388 -4 490

Low-income countries 4/ 2,671 5,198 4,735 1,995 2,926
IMF 2,169 -87 -484 -1,599 -1,395
Other 4340 5,284 5,220 3,594 4,321

Heavily indebted poor countries 5/ 1,260 1,597 2,239 1,411 1,493
IMF =630 -182 389 64 193
Other 1,890 1,778 1,849 1,346 1,300

(In percent of exports of goods and services)
Memorandum items:

All developing countries 2/ -0.1 0.1 0.3 0.9 0.1
Middle-income countries 3/ 0.9 0.7 -1.0 1.0 -0.5
Low-income countries 4/ 25 2.9 20 0.7 0.9
Heavily indebted poor countries 5/ 3.6 33 4.6 25 23

Sources: World Bank Debtor Reporting System (DRS), IMF International Financial Statistics (IFS); and
IMF Treasurer's Department.

1/ Gross disbursements less debt service (principal and interest) on medium- and long-term

public and publicly guaranieed debt; including to the IMF.

2/ A group of 136 countries reporting to the DRS.

3/ A group of 75 DRS reporting countries for which 1995 GNP per capita was between $766 and
$9,386 as calculated by the World Bank.

4/ A group of 61 DRS reporting countries for which 1995 GNP per capita was no more than $765
as calculated by the World Bank.

5/ A group of 41 Heavily Indebted Poor Countrigs; for countries covered, see Appendix II, Table 20.
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Chart 13. Developing Countries: Public External Debt by Creditor, 1985-96 !
(In biltions of U.S. dollars)
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Sources” World Bank Debtor Reporting System (DRS); and 1IMF International Financial Statistics.

! Medium- and long-term public and publicly guaranteed debt; including to the IMF.
 The estimstes for 1996 are provisional
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Table 9. Developing Countries: Medium- and Long-Term Public External

Debt by Creditor, 1985-96 1/

Prov.
1985 1990 1994 1595 1996
(In biilions of U.S. dollars)
Public external debt

All developing countries 2/ 703 1,069 1,328 1,382 1,414

Middie-income countries 3/ 543 723 254 935 965

Low-income countries 4/ 160 346 434 447 449

Heavily indebted poor countries 5/ 92 186 203 209 206

(In percent of group total)
All developing countries 2/

Multilateral 19.9 224 238 25.3 256
IMF 5.4 32 33 44 42
Other 14.5 19.1 20.6 20.9 214

Official bilateral 259 321 374 36.2 344

Private 542 45.5 388 38.5 40.0

Middle-income countries 3/

Multilateral i58 19.4 19.3 21.2 21.2
IMF 43 3.2 31 4.9 48
Other 11.4 16.2 16.2 16.3 16.5

Oifficial bilateral 21.9 26.4 356 340 321

Private 62.3 54.2 45.1 447 46.7

Low-income countries 4/

Multilateral 34.1 28.6 331 33.7 35.0
IMF 9.1 34 35 32 3.0
Other 25.0 25.2 296 305 320

Official bilateral 393 44.0 4]1.1 40.8 39.3

Private 266 274 258 25.5 257

Heavily indebted poor countries 5/

Multilateral 28.0 26.2 30.9 323 34.0
IMF 7.2 37 36 38 39
Other 208 2.6 273 284 30.1

Official bilateral 412 53.1 539 534 522

Private 30.8 20.7 152 14.3 13.8

Sources: World Bank Debtor Reporting System (DRS); and IMF International Financial Statistics (IFS).

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

2/ A group of 136 countries reporting to the DRS.

3/ A group of 75 DRS reporting countries for which 1995 GNP per capita was between $766 and
$9,386 as calculated by the World Bank.

4/ A group of 61 DRS reporting countries for which 1995 GNP per capita was no more than $7635 as

calculated by the World Bank.

5/ A group of 41 Heawvily Indebted Poor Countries; for countries covered, see Appendix Ii, Table 20.
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Table 10. Developing Countries: Multilateral Debt on Concessional Terms, 1985-96 1/

Prov.
1985 1990 1954 1995 1996
(In millions of U.S. dollars)
Total multilateral debt
All developing countries 2/ 140,197 238,856 316,364 348,986 362,165
Middle-income countries 3/ 85,514 139,994 172,585 198,680 204,817
Low-income countries 4/ 54,683 98,862 143,779 150,306 157,349
Heavily indebted poor countries 5/ 25,170 48,714 62,736 67,434 70,197
Multilateral concessional debt
All developing countries 2/ 42,312 76,197 111,888 122,416 130,003
Middle-income countries 3/ 11,031 13,963 18,551 20,543 20,950
Low-income countries 4/ 31,281 62,234 93,337 101,872 109,053
Heavily indebted poor countries 5/ 12,643 30,040 44,281 50,008 53,479
(In percent of total multilateral debt)
Multilateral concessional debt
All developing countries 2/ 302 31.9 354 351 359
Middle-income countries 3/ 12.9 10.0 10.7 10.3 10.2
Low-income countries 4/ 57.2 630 64.9 678 693
Heavily indebted poor countries 5/ 491 61.7 70.6 74.2 76.2
(In millions of U.S. dollars)
Memorandum items:
SAF/ESAF/Trust Fund
All developmg countries 2/ 2,691 3,659 6,787 8,483 8,529
Middle-income countries 3/ 532 178 306 308 311
Low-income countries 4/ 2,159 3,481 6,481 8,175 8,218
Heavily indebted poor countries 5/ 866 2,474 4,129 5,822 5,996
{(in percent of multilateral concessional debt)
SAF/ESAF/Trust Fund
All developing countries 2/ 6.4 4.8 6.1 6.9 6.6
Middle-income countries 3/ 48 1.3 1.7 1.5 1.5
Low-income countries 4/ 6.9 56 6.9 8.0 7.5
Heavily indebted poor countries 5/ 6.8 8.2 93 11.6 112

Sources: World Bank Debtor Reporting System (DRS); and IMF International Financial Statistics (IFS).

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

2/ A group of 136 countries reporting to the DRS.

3/ A group of 75 DRS reporting countries for which 1995 GNP per capita was between $766 and

$9,386 as calculated by the World Bank.

4/ A group of 61 DRS reporting countries for which 1995 GNP per capita was no more than $765 as

calculated by the World Bank.

5/ A group of 41 Heavily Indebted Poor Countries; for countries covered, see Appendix 11, Table 20.
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Table 11. Developing Countries: Multilateral Debt by Institution, 1985-96 1/

Prov.
1985 1990 1994 1995 1996
{(In billions of U.S. dollars)

Total 140.2 238.9 316.4 349.0 362.2

World Bank 70.8 137.3 174.3 183.4 188.0
IBRD 46.6 92.3 107.9 111.9 109.6
DA 242 45.0 66.4 71.5 78.3

Regional development banks 2/ 19.2 45.0 71.0 76.6 23.2
AIDB/AfDF 2.1 8.2 15.5 16.9 17.8
AsDB 5.1 15.1 27.1 28.7 320
IDB 12.] 21.7 284 310 334

European institutions 35 89 13.9 14.1 13.4
EIB/EDF 2.4 6.1 10.6 10.9 10.5
Other 3/ 1.1 28 3.3 33 29

IMF 38.2 347 433 60.2 595

Others 86 13.0 13.8 14.7 18.2

{(In percent of total)

World Bank 5¢.5 575 55.1 526 51.9
IBRD 333 38.7 34.1 321 303
DA 17.2 18.8 210 205 216

Regional development banks 2/ 13.7 18.8 225 219 23.0
AfDB/ADF 1.5 34 4.9 48 49
AsDB 36 6.3 86 8.2 88
IDB 8.6 9.1 9.0 8.9 9.2

European institutions 25 37 44 4.0 3.7
EIB/EDF 1.7 25 33 31 29
Other 3/ 08 1.2 1.1 0.9 0.8

IMF 272 14.5 13.7 17.2 16.4

Others 6.1 5.4 4.4 4.2 5.0

Sources: World Bank Debtor Reporting System (DRS); IMF International Financial Statistics (IFS),

and IMF staff estimates.

1/ Medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ Including development funds and other associated concessional facilities.

3/ Council of Europe, and European Community (EC).
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banks in total HIPC debt nearly doubled over the same period to 21 percent; however, the
share of their debt on concessional terms declined slightly to 62 percent.

DA continued to be the largest source for concessional multilateral lending,
accounting for 58 percent of such debt as at the end of 1995 (Table 12). The three main
regional development banks held 22 percent of concessional loans, and the IMF 7 percent; the
remainder was shared by the European institutions and other multilateral institutions.

D. Lending Terms

Lending terms have changed little in recent years. The World Bank and the three main
regional development banks charge variable interest rates on nonconcessional resources, based
on the cost of funding plus a margin determined on the basis of a targeted net income.
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 10-30 years, while concessional loans are for up to 4050 years. In comparison,
maturities of IMF concessional resources are shorter at 5%2—10 years; nonconcessional EU
loans have maturities of about 5 years and are often repayable in bullet payments at maturity.

Actual commitments in 1995 had an average maturity (grace period) of 28(8) years for
concessional joans, and 15(4) years, respectively, for nonconcessional lending (Table 12).
The grant element of concessional lending averaged 54 percent when compared with market
interest rates, but differed considerably among major multilateral institutions. Based on the
CIRR calculation method, the grant element of IDA credits is 75 percent and of ESAF
resources 38 percent.

Multilateral lenders are directing their support increasingly toward private sector
development in recognition of private sector activity as the main engine for growth (see
Box 4). They use a number of financial instruments (see Box 5), in part to help mobilize
private financial flows to developing countries.
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Table 12. Composition and Average Terms of Multilateral Debt by Major Institutions, 1986-95 1/ 2/

Average terms of new commitments in 1995

Debt outstanding Grant element using
Amount Share of total Interest Maturity  Grace discount rate of 3/
1986 1995 1986 1995 10%  CIRRs4/
(USS million) (In percent) (In percent) (In years) (In percent)}
Concessional debt 49,046 122416 1000 100.0 242 27.5 19 56.7 54.2
DA 27962 71,549 370 584 0.75 378 10.2 79.8 74.5
AsDB 2,751 15,028 5.6 123 384 38.7 10.2 52.6 40.7
AfDF 1,332 6,517 217 53 0.75 50.0 162 85.2 84.3
DB 3,631 5,014 74 41 131 355 i0.3 71.0 70.7
European Investment Bank 708 2479 14 20 421 216 6.4 377 39.0
Arab Fund for Economic
and Social Development 850 2,354 1.7 20 436 249 64 40.7 40.0
International Fund for
for Agricultural Development 992 2,201 2.0 1.8 1.57 354 86 69.0 70.0
European Development Fund 1,089 2,122 22 17 0.81 379 96 78.4 784
OPEC Fund 1,201 831 24 0.7 242 15.9 5.1 459 4.6
IBRD 1,716 784 35 0.6 5.96 15.8 54 26.2 14.9
Islamic Development Bank 392 782 08 0.6 1.70 228 59 587 582
Council of Europe 235 728 0.5 0.6
AfDB 83 571 02 0.5 2.56 14.7 4.0 303 23.1
Other 3,659 2,932 7.5 24 278 224 6.9 49.3 492
IMF (SAF/ESAF/Trust Fund) 2,445 8.483 5.0 6.9 0.50 5.5 10.0 518 379
Nonconcessional 120,078 227,106 100.0 1000 7.72 14.5 38 12.8 0.5
IBRD 61,707 111,109 5i4 489 7.03 173 5.0 17.6 6.3
IDB 11,171 25,942 %3 114 6.63 213 4.9 217 11.5
AsDB 3,082 13,707 26 6.0 6.90 214 44 194 31
AIDB 1,468 9,777 1.2 43 6.59 267 3.8 12.6 132
European Investment Bank 1,277 6,257 1.1 28 6.06 13.8 5.3 218 4.1
Council of Exrope 986 2,206 0.8 1.0
Central American Bank
for Econiomic Integration 352 1,072 03 0.5 1.76 8.9 2.0 82 12
EBRD 935 0.4 6.43 126 35 16.4 1.1
Corporacion Andina de Fomento 145 758 0.1 03 832 9.5 2.0 5.6 -1.2
Islamic Development Bank 238 608 0.2 03 7.06 6.9 20 73 36
Other 3,708 2491 3.1 11 8.91 8.6 24 4.5 -3.8
IMF (General Resources Account) 35,944 52,245 299 230 4,86 58 34 20.0 8.0

Sources: World Bank Debtor Reporting System (DRS), OECD Press Releases; Annual Reports of the World Bank, AfDB/ADF,

AsDB, and IDB,; and IMF staff estimates.

1/ Multilateral debt (including to the IMF) of & group of 136 countries reporting to the DRS.
2/ Major institution is defined as one with US$0.5 billion or more outstanding at end-1995.

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/ Commercia] Interest Reference Rates. For the World Bank and the main regional developments banks (AfDB/ASDF, and IDB), the

CIRR-based discount rate is derived from the weighted average of average CIRRs in 1995 for the top five currencies in which the outstanding

loans are repayabie. For the other institutions, average CIRRs in 1995 for either U.S. 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).
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Box 4. Multilateral Institutions’ Support for Private Sector Development

Multilateral institutions are increasingly focussing on
the support for private sector development and
privatization, recognizing the private sector as the
main engine of growth. While direct involvement of
multilateral institutions is limited due to resource
constraints, their role is mainly catalytic through the
mobilization of private financial flows to the private
sector in developing countries,

World Bank assistance to the financial, power,
telecommunication, oif and gas, and industry and
mining sectors, where private seclor enterprises are
more active, totaled $5.6 biltion in its fiscal year

1996 (ending June 1996). World Bank operations
were in many cases designed 1o support stractural
changes to create an enabling environment for private
investment and to leverage private capital flows. The
IFC approved financing of $3.2 billion for more than
250 projects in FY 1996 compared to $2.9 billion in
FY 1995, that was complemented by $4.9 billion in
the form of loan syndications and the underwriting of
securities issues and investment funds. Also, the
World Bank has become active during the past
decade through loans and guarantee operations to
support the private provision of infrastructure.

The IDB opencd a private sector lending window in
1994 that provides direct lending to private sector
entities without government guarantees. Financing
through the window was $198 million in 1996,
together with $238 million provided by commercial
banks under co-financing arrangements. The Inter-
American Investment Corporation (IIC) has been
providing direct support for the private sector since
1989. The Multilateral Investment Fund (MIF) was
entrusted by its members to promote private sector
investment and began operations in 1993. The AsDB
also provides assistance in the form of loans without
government guarantees ($156 million in 1996) and in
equity investments ($107 million).

The EBRD has the specific aim of assisting the
countries of Central and Eastern Europe and the
former Soviet Union to develop into market-oriented
economies. The primary targets of its financing are
private companies or state-owed enterprises
undergoing privatization and the creation of new
companies. The EBRD is guided by the statutory
requirements that its commitments to the public
sector are not more than 40 percent of its total
commitments on an overall and individual country
basis.
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Box 5. Nontraditional Financial Instruments Used
’ by Multilateral Institutions

While loans to the public sector remain the principal
tool in the operaticns of multilateral institutions,

financial inatruimente athar than aiich laane hava hasn
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developed to mect the growing nceds for private
sector development and privatization and to leverage
private capital flows, reflecting the recognition of the
private sector as the main engine of growth. Various
financial instruments used by the World Bank Group
and the major regional development banks are:

Direct lending to the private sector, Some
multilateral institutions have established an affiliated
institution specialized in direct lending to the private
sector without government guarantees, or a window
for such operations. For example, the IFC provides
loans directly to private sector entities essentially on

commercial terms without government guarantees
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and the AsDB and IDB opened windows for direct
private sector lending (see Box 4).

Equity and quasi-equity participation. Some
muitilateral institutions undertake equity or quasi-
equity investments in various forms, including
subscriptions to ordinary shares or preferred shares,
subordinated loans, debentures, and underwriting of a
share issue. Since it is not their objective to take a
controlling interest in, or direct responsibility for,
managing enterprises, multilateral institutions are
usually required fo take only a minority position and
have an exit strategy.

Guarantees. Guarantee operations arc designed to
enhance market access for projects and thus help the

borrowing country to mobilize private sector
resources by reducing private lenders’ exposure to

risks. Multilateral institutions often provide partial

risk and partial credit guarantees.’ Partial risk
guarantees cover risks arising from nonperformance
of sovereign contractual obligations; risks typically
covered include foreign currency convertibility,
nondelivery of inputs andfor nonpayment for cutput,
nonperformance of public-backed contracts, changes
in the regulatory environment or political force
majeure; and government counter-guarantees are
required in most cases. Partial credit guarantees cover
all events of nonpayment of a designated part of the
debt service. These guarantees encourage the
transformation of shorter-term financing to longer
maturities than typically provided by private lenders.

Cofinancing and syndication. Cofinancing and
syndication play an important role in mobilizing
financial resources from other institutions, both
official and private. Potential sources include
commercial banks, other international financial
institutions, and export credit agencies. Under a
syndicated loan, a multilateral institution remains the
lender-of-record for the borrower and participating
private lenders indirectly benefit from the multilateral
institutions’ umbrella of protection.

'"These guarantees are designed to catalyze financing
from private lenders. For this reason, only “partial”
guarantees are usually offered with risks shared by a
guarantor and private lenders.




-51-

V. DEBT RESTRUCTURING BY OFFICIAL BILATERAL CREDITORS
A. Paris Club Reschedulings—August 1995 to July 1997
Overview

Since August 1995, Paris Club creditors concluded 23 rescheduling agreements,
involving debt-service obligations and arrears amounting to $58 billion (Table 13).2* * Among
these, 5 agreements were concluded on middle-income {nonconcessional) terms, and
18 agreements were reached with low-income countries on Naples (concessional) terms.?

Among the 30 middle-income countries that rescheduled debt with Paris Club
creditors during the last two decades, 23 countries have graduated and 3 countries (Jordan,
Peru, and the Russian Federation) are expected to graduate from rescheduling at the end of
their current consolidation periods (Table 14). This reflects the significant progress in
macro-economic stabilization and structural reform which contributed to improved access by
many middle-income countries to private foreign financing. During the period under review,
the Paris Club concluded five rescheduling agreements on middle-income terms (Gabon,
Ghana®, Jordan, Peru, and the Russian Federation).

In contrast, less than one quarter of the 37 low-income rescheduling countries have
graduated from the rescheduling process, reflecting in part the severity of their debt burdens,
but also in many of them an uneven pace of macro-economic stabilization and structural
reform. Of the 18 agreements on Naples terms with low-income countries over the last two
years, 5 were stock-of-debt operations, all with a 67 percent reduction of eligible debt in net
present value terms (NPV), and 13 were flow reschedulings—10 reschedulings involved a
67 percent NPV reduction of eligible debt and 3 reschedulings a 50 percent NPV reduction.
All flow reschedulings contained goodwill clauses for future reschedulings, mostly for
stock-of-debt operations. This indicates improved prospects for these countries, subject to a
good track record in both macroeconomic policies and payments to creditors, to exit from the
rescheduling process in due course. These prospects have been significantly enhanced by the

#See Official Financing for Developing Countries, World Economic and Financial Surveys, IMF, 1995 for the
detailed description of earlier developments. Appendix 111 of this paper contains a glossary of technical terms.

Since 1976, the Paris Club has concluded 267 agreements with 67 rescheduling countries, involving the
reorganization of some $333 billion (see Tables 23 and 27, Appendix II},

2%In the context of the Paris Club, the terms “middle-income” and “low-income” refer to countries that have
obtained non-concessional or concessional rescheduling terms.

YA low-income country based on the World Bank’s GNP per capita classification. Ghana’s authorities requested a
limited nonconcessional deferral of certain long-standing arrears only.
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Table 13. Paris Club Reschedulings of Official Bilateral Debt, 1995 - July 1997

(In Chronological Order)
Amount Type of Debt Consoli-

Number Date of Consolidated 2/ Consotidated / ¥ dation Terms &
Ciebtor of Agresment {In maltions Non-praviously Previously Period Grace Maturity
Countries Reschedulings}/  Mo/Day/Yr  of U.S dollens) rescheduled rescheduled  (Inmonths) (In years)
1995
Guinea v 01/25/95 156 PlaAL  Parctial PIAL 12 Naples termas §/
Cambodia 1 01/26/95 249 PIAL PIAL 30 Naples terms
Chad It 02/28/9% 24 PIAL PlaL 12 Naples terms
Uganda VI 02/20/95 110 - Stock - Naples terms
Togo X 023195 237 -~  DPartial PIAL 33 Naples terms
Guinca-Bissau I 02/23/95 195 PLAL PlAL 36 Naples terms
Crostia H 03/21/95 861 AL PAL 12 2 14
Nicaragua 1 03/22/95 783 PIAL Partial P1 27 Naples terms 6/
Bolivia v 03124195 482 PIAL Partial PIAL a6 Naples torms 6/
Sencgal X1 04,2095 169 PIAL Partisl PIAL 29 Naples terms
Haiti I 05/30/95% 17 PIAL - 13 Naples terms
Russian Federation 7/ I 06/03/95 6,400 Pl Partial 12 3 15
Mauritania Vi 06/28/95 66 Pl Partial PI 36 Naples terms
FYR Maccdonia 1 0117195 288 PIAL PIAL 12 3 15
Algeria 1 07/21/9% 7,320 Pl - 368/ 3 15
Cameroon v 11/16/95 1,129 PIAL PIAL 12 Naples terma 5/ 6/
Gabon )0/ Vi ¥ 12/12/95 1,030 PIAL  Partial PIAL 36 2 15
Bolivia Vi 12/14/95 881 Stock Stock - Naples lerms
1926
Zambis )0/ Vi 0272819 566 PIA PlA 36 Naples terms
Honduras 111 03/01/96 112 PlA Partial P 13 Naples terms 3/
Sierra Leone VIl 03/28/96 9 Pl PIAL 24 Naples terms
Ghana (TOR) I 04/07/96 93 Partial A - - 0 3
Russian Federation 7/ v 04/29/96 40,200 11/ | 8 P 39 4 23
Mali v (5/20/96 33 Stock Stock - Naples terms
Guyana v 05/23/96 793 Stock Stock - Naples terma
Chad (TOR) 10/ i 06/04/96 12 PIAL PIAL 32 Naples terms
Burkina Faso in 06/20/96 64 Stock Stock - Naples terms
Congo 10/ w 0116/96 1,758 PIAL PIAL 36 Naples terms 6/
Peru VI 07/20/96 6,724 11/ Pl Pl 33 1 18
Yemen, Republic of 1 09/24/96 113 PIA - 10 Naples terms 6/
Benin v 10/25/96 . 209 Stock Stock - Naples lerms
Mozambique v 11/20/96 6564 PIAL Pl 32 Naples terms
Niger X L 2/19/96 128 PIA PlA 31 Naples terms
1997
Tanzania 10/ v 01/21/97 1,608 PIAL PIAL 36 Naples terms
Ethiopia 1 01/24/97 184 PiAl. - 34 Naples terms
Guinea v 02/26/97 123 PIAL PIAL 36 Naples terms 3/
Madagascar vl 03/26/97 1,247 PIAL  Partial PIAL 35 Naples terms
Jordan v 05/23/97 400 PIAL  Partial PIAL 21 3 17.5

Sources: Agreed Minutes of debt reschedulings; Paris Club Secretariat and IMF stafl cstimates.

1/ Romen numersls indicate, for cach country, the number of debt reschedulings in the period beginning 1976,

2/ Includes debt service formally rescheduled as well as deferred,

3/ Key: P - Principal; [ - Interest; A - Arrears on princips] and interest; L - Late interest. P, 1, and A are on pre-cutoff date medium- and long-term debt.
4/ Termu for consolidated debt, caloulated from the midpornt of the consolidation peried plus 6 months; terms for deferred amounts, if any, tend to be shorter.
TS Naples tenos with & 5O percest NPV reduction,

&/ Some creditors chose the nonconcessional long-maturities option.

7/ Creditors met under the chairmanship of the Group of Participating Creditor Countries.

& Principa! payments were consolidated over 36 months and interest duc over 12 months.

S/ Gsbon's 1991 rescheduling agreement (Gabon V) was declared null and void,

10/ Agreement festured an entry-inlo-force clause.

11/ Including & reprofiling of the stock of certain debts at the end of the consolidation period.
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Table 14. Status of Paris Club Rescheduling Countries (as of July 31, 1997) I/
{Dates refer to end of current or last consolidation period) 2/

Low-Income ¥/ Lower Middle-Income 4/ Other Middle-Income Total

Countries that grednated from reschedulings 5/

** Benin 10/96 Domizican Republic 393 Argentina 395
** Cambodia 697 Ecuador 12/94 Bulgaria 4195
Gambia, The o7 Enpt 6/94 Brzil 253
#** Guvana 5196 El Salvador 9/91 Chile 12/88
** Hait: 36 Ghana 496 ¢/1f Costa Rica 693 &
Malawi 5/89 Guatemala 3w Croatia 12/95
#** Mali 5/96 Jamaica 905 ¢ FYR Macedonia 6/96
* Victnam 1293 & Kenya 194 &%/ Mexico 592
Morocco 1252 Panama s
Philippinecs 704 ¥ Romania 12/83
FPoland 491 Trinidad and Tobago inl
Turkey 6/83
Total 8 11 12 31
Countries with rescheduling agreements in effect
+** Bolivia 1295 Gabon 1198 Algeria . /98
+** Burkina Faso 6/96 Jordan 299 Russian Federation 399 19/
** Chad 898 Peru 12/98 1
** Congo 6199
** Bthiopia 10/99
** Guinca 12/99 1/
** Guines-Hissau 12/97
*+ Madagascar 119
*% Mauritania 12/97
** Mozambique 6199
*+ Niger 699
hid 1 8/97
** Siemma Leone 1297
** Tanzania 11299 11/
** Togo 9197
+** Ugapda 295
*¢ Zambia 12498
Total 17 3 2 22
Countries with previous rescheduling agreements, but without current
rescheduling agreements ich have no uated from yescheduli
Angola 990 Nigeria 392 Yugoelavia 13/ 6/89
** Cameroon 09/96 1%/
* Central African Republic 395
Congo, Democratic Republic of 6/90 14/
+* Cote dTvaire 397
* Equatorial Guinca 296
*+ Honduras 197 1
Libecia 6/85
** Nicaragua 697
Somalia 12/88
Sudan 12/84
Yemen, Republic of 6197
Total 12 1 1 14
All countrics 37 15 15 67

Source: Paris Club.

1/ Includes agroements of the Russia snd Turkey with official bilateral creditors; stock reatment underlined.
2/ “In the case of a stock-of-dcbt operation, canceled agrocments, of arrears only rescheduling, date shown is that of relevant agreement.
3/ * denoles rescheduling on London terms, and **denotes rescheduling on Naples terms. + denotes countries for which Paris Club ercditors have
indicated their willingness to pravide debt relicf on Lyon terms in the context of the HIPC Initiative
4/ Defined bere as countries that obtained lower middic-income but not concessionat tema with Paris Club reschedulings.
5/ For some countrics, this inevitably represents an clemeat of judgment: in certain circumstances, for example if hit by an external shock, further
reachedulings may be required. Some of the low-inceme countries may be cligible for enhanced action under the HIPC Initiative.
6/ Rescheduling of arrears only.
7 Limited deferral of long-standing arreass to three creditors on nonconcessional toms.
8/ Nooooncessional rescheduling at the authorities’ request.
9/ The 1994 rescheduling agreoment was canceled at the authoritics’ request.
10/ Agreement includes 2 reprofiling of the stock of certain debts at the end of the consolidation period.
" 11/ Agrecment subject to entry-into-force clause.
12/ Envolved debt relicf of 50 percent in NPV terms.
13/ Former Socialist Federal Republic of Yugoslavia,
14/ Last roacheduling on Toronto teqms.
#  Subject to decisions (not yet made) on eligibility for assistance uader HIPC Initiative.
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adoption of the Initiative for the Heavily Indebted Poor Countries (HIPCs).?* Under this
Initiative, the international financial community is committed to providing exceptional
financial assistance to eligible countries that implement ambitious adjustment and reform
policies, to reduce their debt burdens to sustainable levels and improve their growth
prospects. In the context of the HIPC Initiative, Paris Club creditors have agreed to increase
the degree of debt relief on eligible debt up to 80 percent in NPV terms (see Table 15).

Paris Club creditors agreed that the amount of commercial debt that can be converted
(swapped) on a voluntary basis be doubled for the low-income and lower middle-income
countries in June 1996.% Also, creditors have made a more frequent use of entry-into-force
clauses than in the past.*

Discussions between Russia and Paris Club creditors about Russia’s participation in
reschedulings as a creditor have advanced significantly and an understanding was reached in
June 1997 on the basis for Russia’s participation, which was finalized in September 1997. The
agreement provides for up-front discounts on Russian claims on rescheduling countries, to
make them comparable to claims of traditional Paris Club creditors. This involves a
differentiation between debtors, with a larger discount for the poorest countries. The post-
discount claims will then be subject to the same terms as granted by the Paris Club. This
agreement will facilitate the regularization of Russian claims on developing countries
(estimated at $123 billion)*' and the implementation of the HIPC Initiative for countries with
large debts to Russia.

Rescheduling agreements on middle-income terms

There were five rescheduling agreements on middle-income terms during the period
under review. These included the multi-year exit rescheduling agreements with Russia in

*See Appendix 1.

“This applies to the conversion on a voluntary and bilateral basis in the framework of debt-
for-nature, debt-for-aid, debt-for-equity, or other local-currency-debt swaps, and raises the
limit on such tranactions to the greater of 20 percent of consolidated commercial credits
outstanding or SDR 15-30 million (the exact figure within this range is decided on a case-by-
case basis) per creditor. There are no limits on debt swaps of official development assistance
(ODA) loans.

*The rescheduling agreements with five countries had an entry-into-force clause: Chad,
Congo, Gabon, Tanzania, and Zambia. This usually linked entry-into-force of the rescheduling
agreement to the receipt by creditors of specified payments or, in one case, to the
implementation of an IMF-supported program.

M According to creditor information.
2



Table 15. Evolution of Paris Club Rescheduling Terms

Middle- Lower-middle Naples Terms 4/ Options
Income income countries DSR,
Countries (Houston Toronto Terms Cptions London Terms 3/ Options Maturing Lyon Terms Options 5/
Terms] {/ DR DSR LM DR DSR CMI LM DR _ Flows Stocks CMi{ LM DR DSR CMI IM
Implemented
Grace 561/ upto8ji/ 8 3 14 é - 5 166 [ - 3 8 20 [ 8 1 20
Maturity 9y 151 14 14 25 23 23 23 25 23 33 33 13 40 23 40 40 40
Repayment schedule Flat/ Flay | -eecceea- Flateeaaeee | aneea- Graduated --c-cceen | ceecennan Craduated - cevcuana | auea_ . Graduated -----
gradoated graduated
Interest rate 7/ M M M M R M R R M M R R R M M R R M
A of o 1 puj 1 w w
Reduction in net
present vajue - - 33 20-30 - 50 50 50 - 67 67 67 67 - 80 80 80 -
v )
Memorandum jtems:
ODA credits
Grace 56 up to 10 14 14 14 12 12 12 16 16 16 16 16 20 16 16 16 20
Maturity 10 20 25 25 25 30 30 30 25 40 0 40 40 40 40 40 40 40

Source: Pariz Club.

17 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 income
. countries; up to 18 years maturity for lower middle-income countries.

2/ DR refets to the debt reduction option; DRS to the debt-service reduction option;, CMI denotes the capitalization of moratorium interest; LM denotes the nonconcessional option providing
longer maturities. Under London, Naples and Lyon terms there is a 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.

4/ Most countries are expected to secure a 67 percent level of concessionality; countries with a per capita income of more than 1JS$500, and an overall indebtedness ratio on net present value
loans of less than 350 percent of exports may receive a 50 percent level of concessionality decided on » case-by case basis. For a 50 percent level of concessionality, terms are equal to London
terms, except for the debt-service reduction option under a stock-of-debt operation which includes a three-year grace period.

5/ These terms are to be granted in the context of concerted action by all creditors under the HIPC Initiative. They also include, on a voluntary basis, an ODA debt reduction option.

6/ Before June 1992, 14 years.

7/ Intercst rates are based on market rates (M) and are determined in the bilateral agreements implementing the Parnis Club Agreed Minute. R = reduced rates,

8/ 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.

9/ Reduced to achieve a 50 percent net prosent value reduction,

10/ Reduced to achicve 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.

11/ Reduced to achieve an 80 percent niet present value reduction.

12/ ‘The reduction of net present value depends on the reduction in interest rates and therefore varies. Sec footnote 8.

_gg_
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April 1996 (see Box 6), the largest in the history of the Paris Club covering about $40 billion,
and with Peru in July 1996 (see Box 7). Reflecting concerns over the longer-term debt-service
profiles, these agreements included a reprofiling of the stock of certain debts at the end of the
consolidation periods. Gabon® obtained a three-year flow rescheduling in December 1995,
Jordan received in May 1997 an exit flow rescheduling covering maturities falling due during
June 1997-February 1999, the remaining period of the EFF arrangement with the IMF. The
agreement with Ghana in April 1996 was on non-concessional terms at the authorities’ request
and provided for a deferral of long-standing arrears to a small number of creditors, and was
considered to be an exit rescheduling. All reschedulings (except Ghana’s deferral) involved
graduated payments schedules with grace periods of 14 years and maturities of 15-23 years.

The rescheduled debts in the five reschedulings on middle-income terms amounted to
about $22 billion, and the restructurings after the end of the consolidation period covered
some $27 billion (Table 24, Appendix II). The net debt relief*® granted during the
consolidation periods is estimated at about $19 billion; after taking into account some
$15 billion in debt service due that was not covered by the rescheduling, about half of debt
service due during the consolidation period was actually payable.

Rescheduling agreements on low-income (¢oncessional) terms
Flow reschedulings

Recent flow rescheduling agreements with low-income countries were all on Naples
terms.>* Most agreements covered consolidation periods up to the expiration of arrangements
with the IMF, granted comprehensive coverage of debt and contained a goodwill clause
providing for a future stock-of-debt operation. The degree of concessionality of reschedulings
(a 50 percent or 67 percent debt relief in NPV terms) depended on per capita income and the
level of overall indebtedness.** All countries obtained a 67 percent NPV reduction of eligible
debt, except Cameroon, Guinea, and Honduras which received a 50 percent NPV reduction.

**The rescheduling for Gabon covered all pre-cutoff date debt except for that rescheduled in
1994. It entered into force at end-1995 after the receipt of certain payments.

*Net debt relief is defined as consolidated current maturities minus payments due during the
consolidation period (moratorium interest).

**Naples terms are described in detail in Official Financing for Developing Countries, World
Economic and Financial Surveys, IME, 1995,

¥Countries with a per capita income of more than $500 and a ratio of debt to exports in
present value terms of less than 350 percent—decided on a case-by-case basis—receive a
50 percent NPV reduction.
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Box 6. Rescheduling Agreement with the Russian Federation in April 1996

An agreement was reached on April 29, 1996
between official bilateral creditors meeting as the
Group of Participating creditor countries and Russia
on an exit rescheduling covering about $40 billion.
The agreement consists of a multi-year rescheduling
(MYRA) for the period from January 1996 to March
1999 and a subsequent stock treatment (reprofiling)
of previously rescheduled debt. Both these elements
were on nonconcessional terms.

The MYRA covered (I) 100 percent of principal and
interest (excluding late interest) falling due from
January 1, [996 1o December 31, 1998 on non-
previously rescheduled pre-cutoff date debt,’

(i1) 40 percent of such payments falling due in the first
quarter of 1999, and (iii) 100 percent of principal
falling due from January 1, 1996 to March 31, 1999
on amounts consolidated under the previous
rescheduling agreements (1993, 1994, and 1995).
Payment of the rescheduled amounts is to be made in
38 semiannual graduated payments starting on
February 20, 2002 and ending in 2020.

In addition, the agreement provides for a deferral of
(1) 100 percent of principal and interest {excluding
late interest) falling due from January 1, 1996 to
December 31, 1998 on debts contracted in 1991,

(it) 100 percent of deferred principal payments falling
due from January 1, 1996 to March 31, 1999 on
short-term debt, debts contracted in 1991, and
moratorium interest capitatized under the 1994 and
1995 rescheduling agreements, and (jii) 100 percent
of deferred principal payments falling due from
January 1, 1996 to December 31, 1996 on
moratonum interest capitalized under the 1993
rescheduling agreement. Deferred amounts are to be
paid in 30 semiannual graduated payments starting on
February 20, 2002 and ending 10 2016,

Provided that the EFF arrangement is on track (with
completion of the final quarterly review scheduled
under the arrangement) and all payments under the

agreement have been made, (i) outstanding amounts
as of April 1, 1999 of principal on pre-cutoff date
debt consolidated under the previous rescheduling
agreements (1993, 1994, and 1995) will be reprofiled
and are to be repaid in 38 semi-annual graduated
payments starting on February 20, 2002 and ending in
2020, and (ji) outstanding amounts of deferred
principal payments on short-term debt, debts
contracted in 1991, and moratorium interest
capitalized under the previous rescheduling
agreements (1993, 1994, and 1995)* will be
reprofiled and are to be repaid in 30 semiannual
graduated payments starting on February 20, 2002
and ending 2016.

Unlike the previous rescheduling agreements, there is
no capitalization of moratorium interest. All other
amounts due and not covered by the agreement are to
be paid on their due dates, while arrears outstanding
as at the date of the present agreement, if any, were to
be paid as soon as possible and not later than June 30,
1996.

A termination clause linked to the EFF arrangement
would allow creditors, after consultation with the
Russian authorities, to terminate the agreement if the
scheduled 1996 quarterly reviews under the extended
arrangement were not completed; in the event, all
these reviews were completed. A trigger clause links
the continued application of the agreement to
approval of the annual arrangements under the
extended arrangement for 1997 and 1998 as well as
the completion of the final quarterly review scheduled
under the extended arrangement.

'"The cutoff date is January 1, 1991.

Except for moratorium interest capitalized under the
1993 rescheduling agreement.
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Box 7. Rescheduling Agreement with Peru in July 1996

The agreement constitutes an exit rescheduling for
Peru. It consists of (i) a multi-year rescheduling
(MYRA) through the end of 1988, and (ii) a
subsequent reprofiling of the stock of debt due under
the 1991 rescheduling agreement with Paris Club
creditors; both these elements were on non-
concessional terms. Under the MYRA, some

$1.1 billion were covered. Current maturities on pre-
cutoff date commercial debt {not previously
rescheduled) falling due from April 1, 1996 through
December 31, 1998 were rescheduled with declining
coverage (100 percent in 1996, 85 percent in 1997,
60 percent in 1998) over 18 years, including 1 year
grace, on a graduated payment schedule.! Current
maturities on pre-cutoff date commercial debt
consolidated under previous reschedulings (1991 and
1993) and falling due during the consolidation period
were rescheduled on the same terms, but with
somewhat lower coverage in 1998 (50 percent). Pre-
cutoff date ODA debt was rescheduled with the same
coverage, but over 20 years with 10 years' grace, and
with equal semi-annual repayments. Unlike previous
reschedulings, there was no capitalization of
moratorium interest,

Provided the EFF arrangement is on track (with
completion of the last scheduled review), and all
payments under the agreement have been made,
maturities due on or after January 1, 1999 that were
consolidated under the 1991 Paris Club agreement
would be reprofiled; these total some $5.6 billion.
Commercial credits would be repaid over 17 years, on
a repayment schedule tailored to limit Peru’s

payments on currently outstanding Paris Club debt to
around $1 billion a year through 2009, rapidiy
declining thereafter. ODA loans would be repaid
over 20 years including 1% years’ grace with equal
semi-annual payments. The agreement contains an
acceleration clanse under which repayments on
reprofiled debt would be increased by 20 percent (and
thus eccelerated) if cumulative real GDP growth over
any of the three 5-year periods spanning 19962002
exceeds the assumptions in the authorities'
medium-term program by more than 3 percentage
points.

All other amounts due and not covered by the
agreement were to be paid on their due dates, while
arrears outstanding as at the date of the present
agreement, if any, were to be paid as soon s possible
and not later than October 31, 1996.

A trigger clause links the continued application of the
agreement to approval of the annual arrangements for
1997 and 1998 under Peru's extended arrangement
with the IMF. Also, the Government of Peru for

3 years following the present extended arrangement
agreed to maintain 2 close refationship with the IMF
that would include enhanced surveillance and
reporting of Peru's economic policies and
performance.

' Annual payments rising gradually through year 16,
markedly declining thercafler.
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As in previous reschedulings, Paris Club creditors tailored the extent of debt relief to the
financing needs of rescheduling countries by varying the coverage and the extent of
topping-up of debt previously rescheduled on concessional terms.

Reflecting standard Paris Club practice, consolidation periods typically covered the
remaining period of the IMF arrangements. Most were multi-year consolidations with annual
tranches, where the effectiveness of each tranche was linked, inter alia, to the approval by the
IMF Board of annual arrangements under the ESAF. Cameroon and Yemen had shorter

consolidation neriods {(about 1 vear). reflectine shorter IMF arrangement neriods. The
{about ] vyear} refiectin rrangement penogas. 1ne
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consolidation period for Honduras coincided with the third annual ESAF arrangement.

The coverage of the rescheduling agreements was typically comprehensive. In almost
all agreements, current maturities and arrears (including late interest) on non-concessional
pre-cutoff date debts were consolidated.* However, the treatment of current maturities and
arrears on debt previously rescheduled on concessional terms varied (see Box 8). Creditors
generally expected debtors to honor their last rescheduling agreement, and thus in most cases
amounts due under the previous rescheduling agreement were not treated.

Virtually all agreements contained a goodwill clause in which creditors indicated their
willingness to consider the debtor country’s stock of debt at the end of the consolidation
period—typically after three years’ time—if at that point the country continues to have an
appropriate arrangement with the Fund and has fully implemented the rescheduling agreement.
The agreement with Yemen was Yemen’s first Paris Club rescheduling and covered a shorter
consolidation period than the track record Paris Club creditors require to consider a stock-of-
debt clause; its goodwill clause instead provided for a further flow rescheduling. In addition,
the agreements with Mozambique and Ethiopia included a clause stating creditors’ willingness
to consider debt-service obligations of these countries again in the context of possible action
under the HIPC Initiative.

All agreements contained a standard comparability of treatment clause requiring
rescheduling countries to seek reschedulings from non-Paris Club creditors (official bilateral
and commercial) on terms at least as favorable as those granted by the Paris Club (information
on rescheduling agreements with non-Paris Club official bilateral creditors is provided in
Section V.B. below). This clause has been strengthened for a number of countries with debts
to Russia (Ethiopia, Madagascar, and Mozambique).

The net debt relief provided on some $9.3 billion in arrears and maturities falling due
during the consolidation periods for the flow reschedulings with low-income countries

%In the case of Honduras, interest falling due and interest arrears arising from previously
rescheduled debt were not consolidated. In the case of Yemen, late interest arrears were not
consolidated.
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Box 8. Naples Terms Flow Rescheduling Agreements Since August 1995

The thirteen flow reschedulings under Naples terms
generally covered principal and interest on pre-cutoil
date debt not previously rescheduled and debt
previously rescheduled on nonconcessional terms
{except for the interest arising from previously
rescheduled debt for Honduras). The coverage of
debt previously rescheduled on concessional terrms,
and of arrears on such debts reflected the
circumstances of the particular country.

The coverage of debt previously rescheduled on
Toronto terms was comprehensive for all countries
that had such debts—Chad, Guinea, Madagascar',
Mozambique, Niger,” Tanzama,” Zambia. Arrears
{(including late interest) and current maturitics were
topped up to 67 percent NPV reduction (for Guinea,
10 50 percent of NPV reduction).

The coverage and the topping-up of debts previously
rescheduled on London terms was less
comprehensive. The following countries had such
debts—Camcroon, Guinea, Honduras, Mozambique,
Niger, Sierra Leone, Tanzania, Zambia. For
Mozambique*, Niger®, and Zambia, arrears
(excluding late interest) and current maturitics were
consolidated and topped up to 67 percent of NPV
reduction. For Cameroon, Sierra Leone, and
Tanzania®, arrears (including late interest) and
current maturities were deferred ® For Honduras,
Ethiopia, and Guinea, no debt relief was provided on
debts previously rescheduled on London terms.

In some cases with exceptional financing need,
Paris Club creditors granted non-concessional
deferrals of short-term debts, arrears on post-cutoff
date debts, and previous deferrals. Certain short-
term payments for Sierra Leone and Madagascar
were deferred nonconcessionally. Moratorium
interest previously deferred in the 1990 agreement

(Toronto terms) for Zambia was deferred again over
10 years with 5 years’ grace. Arrears on post-
cutoff date debt were deferred for the following
countries: Cameroon—such arrears were deferred
with monthly repayments over one year; Chad-—one
creditor deferred such arrears over 3 years;
Congo—such arrears, including amounts that were
deferred under the 1994 rescheduling agreement,
were deferred non-concessionally over the
consolidation period; entry-into-force of the
agreement was linked to the paymenl of 25 percent
of such arrears by end-1996; Mozambique--such
arrears were deferred for about 18 months;
Niger—such arrears were deferred for about one
year with two semiannual payments.

'"For Madagascar, debts from the first but not from
the most recent agreement on Toronto terms (1990)
were consolidated and topped up.

*For Niger, late interest on debts previously
rescheduled on Teronto and London terms was
deferred.

*For Tanzania, arrears and debt service arising from
deferrals of debts previously rescheduled on Toronto
and London terms were not consolidated.

‘For Mozambique, only debt rescheduled for the first
time on London terms, but not previously
rescheduled debt, was consolidated.

*Terms of deferrals of debts previously rescheduled
under London terms were: Cameroon: 17-year
maturity, including a 3-year grace period,

Sierra Leone: 15-year maturity, including a 3-year
grace period; Tanzania: 6-year maturity, inciuding a
3-year grace penod.
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amounted to some $7.2 billion, and thus debt service payable was only about 22 percent of
debt service due (Table 25, Appendix II).

Stock-of-debt operations with low-income countries

Since the first stock-of-debt operation on Naples terms agreed with Uganda (1995, see
Box 9), five more stock-of-debt operations (Benin, Bolivia, Burkina Faso, Mali, Guyana) have
been concluded, all providing for a 67 percent NPV reduction, with comprehensive coverage.
The total reorganized amounts in the five recent stock-of-debt operations under Naples terms
were about $2 billion (see Table 26, Appendix II).

In principle, stock-of-debt operations on Naples terms are intended to be exit
reschedulings. However, the HIPC Initiative that was adopted in the fall of 1996 refined the
criteria for external debt sustainability (see Appendix I) and the international financial
community agreed to provide enhanced debt relief to eligible countries. In this context,

Paris Club creditors have indicated their willingness to raise the level of debt relief on eligible
debts from 67 percent to 80 percent in NPV terms (“Lyon terms”, see Box 10) for Uganda,
the first country to qualify for enhanced assistance under the HIPC Initiative, at the
completion point (scheduled for April 1998) in the context of equitable burden sharing.

Paris Club creditors have made similar commitments for Bolivia, Burkina Faso, and

Cote d’Ivoire; in the latter case they have also agreed to provide a flow rescheduling with
NPV debt reduction of up to 80 percent. Of the remaining three countries which received
stock-of-debt operations, the Bank and Fund Boards have decided that Benin’s external debt
is sustainable absent any further assistance under the HIPC Initiative: hence the Paris Club
stock-of-debt operation remains an exit rescheduling. Decision on the eligibility of Guyana
and Mali for assistance under the HIPC Initiative have yet to be made.

B. Recent Debt Restructurings with Non-Paris Club Bilaterals Creditors

Debtor countries that reschedule debt with Paris Club creditors in the context of
Fund-supported programs typically also have debts to other bilateral creditors. Agreements
with the Paris Club include provisions requiring these debtors to seek debt relief on their debt
to non-Paris Club bilateral and commercial creditors on terms at least as favorable to the
debtor as those granted by Paris Club creditors. The Russian Federation is the largest
non-Paris Club creditor; it has already reached a number of debt restructuring agreements with
several debtor countries, and, in light of the agreement reached in September1997 {(discussed
above), is expected to participate as a creditor in Paris Club reschedulings later in 1997. Other
non-Paris Club bilateral creditors have also concluded agreements with a few debtor countries
as described below (see Table 16).”

Tfor developments prior to mid-1995, and a further discussion of issues, see “Official Financing for Developing
Countries”, SM/95/228 (9/8/95), Box 11; SM/94/237 (9/1/94), Box I, and SM/93/93/124 (8/23/93), Annex .



Box 9. Stock-of-Debt Operations on Naples Terms

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

67 percent in net present value terms,

Bolivia received a stock-of-debt operation in
December 1995 that covered all eligible debt; a
67 percent NPV reduction was applied to pre-
cutoff date debt not previously rescheduled and
previously rescheduled on nonconcessional terms,
while debt previously rescheduled on Toronto and
London terms was topped-up to a 67 percent
NPV reduction from the ortginal levels of

concessionality. The agreement applied to debt as
of January 1, 1996 and the second and third
tranches (covering 1996 and 1997) of the 1995
agreement (a flow rescheduling under Naples
terms) were not implemented; the one creditor
who took the nonconcessional option under the
1995 agreement swilched to the debt reduction
option.

Subsequent stock-of-debt operations were agreed
for Guyana and Mali in May 1996, Burkina
Faso in June 1996, and Benin in October 1996.
Thesc covered all eligible debt outstanding, and
provided for a topping up to a 67 percent NPV
reduction of all debt previously rescheduled on
concessional Toronto and London terms. There
were only minor exceptions: for Guyana, smail
amounts of interest deferred undey the 1993
London terms agreement were excluded, for
Benin, moratorium interest deferred under the
1993 London terms agreement was excluded.
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Box 10. Paris Club “Lyon” Terms

Following the proposals made at the Lyon surnmit
in June 1996, Paris Club creditor countries agreed
on medalities for increasing debt relief to up to

80 percent NPV reduction for heavily indebted
poor countries in November 1996,

These terms build on “Naples terms”. Eligibility is
to be decided by creditors on a case-by-case basis
for countries eligible for Naples terms, but
predicated on (i} a sound track record with IMF
and Paris Club and continued strong economic
adjustment, and (1) a need for more concessional
treatment to achieve a sustainable debt situation
over the medium term, as measured against
benchmarks indicative of debt sustainability,
namely the NPV of debt-to-exports within the
range of 200-250 percent and debt-service ratios

in the range of 2025 percent at the end of the
adjustment process. Specific targets in relation to
the relevant benchmarks are to be considered in
light of country-specific situations, such as
concentration and variability of exports and with
particular attention to fiscal indicators of the
burden of debt service.

Paris Club creditors agreed to confirm that
multilateral institutions and other creditors make an
appropriate and consistent contribution to the
common objective of debt sustainability. Creditors
also agreed that due consideration would be given
to various categories of debt as appropriate
including an alternative ODA debt reduction option
on a voluntary basis.
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Table 16. Debt Restructuring Agrecments with Official Bilatarsl Creditors
oot Participating i the Puria Club, Mid-1995 - Mid- 1997

Date of Totsd Coversge I/ Teams Other
Creditor Diebtor Agresment Amount
1. Algeria Guinen-Bissa Jul-96 $5m A Repayments over 15 yomrs, induding &
S-yous gruce pariod o 2 paroent intorest.
2. Amenia Geotgaa Jun-96 $20m D, inc A Repayments over 10 yesx, induding,
S.year grace, at 4 parcent intercet.
3 Austria Georgia Jan-9? $105m D, inc A Eepayments over 15 years, including There was s ititial peymaent of $5 2
S-yeour grace, & 4 peromii intarest.
4 Colombia Honduras Dec-95 $25m A Repaymants over 23 years, st 5.4 paroant Convession of short-term debt.
interent.
5 Cubs Guines-Bissaa 1996 SDR 4.5m
6 CzochRepublic  MNicanagua 96-97 Sldlm
7 E Salvador Nioceragua 26-97 $40m
2 Hond N 2\ 2697 $17m
9. lran Georgia Nov-9%6 $1im D, inc A Repaymonts over 10 years, induding
S-year grace, sl 4 pevoont interest
10, Kazakatan Georgia Jul-96 $2_m D Repayment over 10 years, including a
Soyear grece pafiod, & 4 parouht interest,
Kymgyz Ropublic Sep-96 im D Mutual cancalation of cleirns .
11, Kuwmt Guines-Bissau Jul-96 KD3m A Repayments over 10 yemrs,
12. Maxico Nicaragua Sep-56 $1.2b After 2 91 peroent discount, the ranainder to be
repaid over 15 yems st mn intarest rade of LIBOR
minus | 1/2 parcent.
13. Russisn Angola Nov-96 $5b Dy ine A Afier & 70 percent discount, the remainder Intarest peyments are capitalized Srough
Federstion to be repaid ovar 20 years, including & Juns 2001.
5-yemr grace period, st an interest of
6 peroent.

Kyrgyz Republic Dec-56 $133m D Reschedulod over 10 yemrs including & 3-year ‘The agy dude a p that the
graos period, at an interest of Libor. sffactive interest doss not acomsd $ poroant.

Nicaragua Oct-96 $3.4b D inc A After a 90 percent da t. the ind Inciudes ststs, ial, vt finncial credits.
8 10 be repaid over 15 yoar of an interent Total peyrments mre capped at $16 million
of Libor + 0.4 percent. duging the fimt three years of the agreemant.

Nigeria Cct-96 PM3b D Buybeck st 8 dscount of 68 paromnt. Moutly trade-related debl. Buybeck

Palastan Jul-96 $200m D Dobt 10 be repsid over 25 yoars at mn Agreament in principle. Russia would 1se the
terent rate of 2.5 paroant. proossds 4o Exunce imports from Pakistan

Peru mid-1996 $1b D,inc A Dbt huyback exchanging st face value using Debt coversd inchedod state and
Russian comumercial deobt traded of discount il credits.
in the secondary marks for Ruskian cleine
on Peru. This antailed BT parcent effective
discount.

Ulzsmne Muay-97 $11b D, me A The initial payment of $0.9 b in 1958 Govesvenent aredits ware 10 be repasd by
includes $0.5 b for moars deananwe; 2007, the figure reported mcludes fisturs interest
tho rest to be repeid n annual installments paymanty, Of the initisl peyment, $0.7 b was
of § 98 million, inc. intanest. effected in kind, while sanusl paymeants squal

ing foos paid by Rusaia for the use of port
facilities.
14 Saadi Arabia Guinea-Bissau Aug-96 SR25m A+P+l Repmyments over 13 yemr,
15 Turkmeustan Armenis Mar-96 $34m A Repayment over 6 yemrs st G syremrs convarted into Governrvent
Libor + 0.3 peroant. debit.

Azerbaijan Apr-95 Slm A Repayment in kind over 4 yoars st 20 intorest. Dubt roprosents gas mmears conveyted into

govamment debt.

Georga Mar-96 $3%4m D, inc A. Repayment over 8 years, induding 3-year 10 percent of the stock wae written off.
gmce period st 4 parcant.

16. Turkey Azerbaijan Jun-96 $5m PH Defarral over the 1998-2000 period

Kympyz Republic Sep-96 S$Im P+] Repayment over 5 years at Libor + 2.5 pervent.

17. Unitod Arab Matritania Aug-94 UAED 361 A, P+ Rescheduled over 7 yoar, at zero intorcet. Girausted repayment;, consclidation
Ernirntes pexiod oovared 1995-96.
18, UZbekistan Geomgia May-96 3im D.inc A Repayments over 10 yoans, including

S-year grace, st 4 peroent intarest.

Sources: Debtor countnes muthontics.

1+ D= Stock of debt; A = Armars; P = Principal; and | = Interest.
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The Russian Federation and Nicaragua finalized an agreement in October 1996 to
restructure ali commercial, governmental, and financial claims ($3.4 billion). The agreement
provides for a 90 percent up-front reduction of the total debt, with the residual claim to be
repaid over a 15-year period starting in 1997 carrying an interest rate of Libor plus
0.4 percent; payments over the first three years are capped at $16 million. The
November 1996 debt restructuring agreement with Angola covered Russian claims of some
$5 billion; after a 70 percent up-front reduction of the total claims, the residual is to be repaid
over a 20-year period, including a S-year grace period at a fixed interest of 6 percent (interest
charges are to be capitalized through June 2001). Under a debt exchange agreement, in
mid-1996, Peru tendered Russian commercial debt (purchased at a discount in the secondary
market) in exchange for the cancellation of Russian claims estimated at $1 billion; the
operation entailed an effective discount of more than 85 percent. In a buy-back operation
through third parties in October 1996, Nigeria purchased DM 3 billion of Russian claims at an
68 percent discount. An agreement in principle was reached with Pakistan in July 1996,
rescheduling Russian claims of about $200 million over a 25-year period; Russia is expected
to use the proceeds to finance imports from Pakistan.

Nicaragua concluded an agreement to restructure its debt with Mexico in September
1996 ($1.2 billion); the agreement incorporated a 91 percent face value reduction, and the
remaining debt is to be repaid over 15 years at an interest rate of LIBOR minus 1)z percent. In
199697, Nicaragua also concluded agreements on concessional terms with El Salvador
($40 million) the Czech Republic (3141 million), and Honduras ($117 million).

During 1996, Guinea Bissau concluded debt rescheduling agreements with Algeria
($5 million), Cuba (SDR 4.5 million), Kuwait (KD 3 million) and Saudi Arabia
(SR 25 million); trade-related debt to Cuba is to be credited against fishing license fees. In late
1994, Mauritania concluded a debt rescheduling agreement with the United Arab Emirates
(UAED 36 million) providing for the repayment over seven years at no interest. In December
1995, Honduras reached an agreement with Colombia rescheduling $25 million in short-term
debt arrears over 23 years.

Over the last few years, some of the countries of the Former Soviet Union (FSU) have
required debt rescheduling on their rapidly rising external debt, mainly to other FSU countries,
providing exceptional financing for adjustment programs supported by Fund arrangements. In
the absence of the reference framework provided by a Paris Club agreement, the Fund in some
cases coordinated this type of exceptional assistance. The debts restructured were mostly
related to energy imports.*® Georgia, concluded debt rescheduling agreements during 1996
and 1997 covering $0.7 billion in mostly trade-related debts to Armenia, Austria,
Kazakhstan, Iran, Russia, Turkmenistan, and Uzbekistan. Repayment terms were 10 to

38 As a result of the zero-option agreement between these countries and the Russian Federation, the latter took over
the external debt of the FSU. For a description of this agreement see Appendix III in “Official Financing for
Developing Countries™, World Economic and Financial Surveys, IMF, Washington, December 1995.
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15 years, including a 5-year grace period at a fixed interest rate of 4 percent, except for
Turkmenistan, with claims for $0.4 billion, which were rescheduled over 8 years, including a
3-year grace period after a 10 percent debt reduction. Turkmenistan rescheduled its claims in
arrears for gas shipments to Armenia in March 1996, {($34 million to be repaid over 6 years at
Libor plus 0.3 percent) and to Azerbaijan in April 1995 ($81 million to be repaid over

4 years at no interest). Azerbaijan also rescheduled its debt ($75 million) to Turkey in

June 1996 with repayments due during 1998-2000. The Kyrgyz Republic concluded debt
rescheduling agreements with Turkey and Russia, and a mutual cancellation of claims with
Kazakhstan in the last quarter of 1996; the agreement with Russia rescheduled the stock of
debt ($133 million) over 10 years, including a 3-year grace period. Russia and Ukraine
concluded a debt restructuring agreement in May 1997 covering $3.1 billion in Russian claims
(including future interest) with an original maturity in 2007, including arrears of some

$0.5 billion. After an initial payment of $0.9 billion in 1998—a large part of it in kind—the
remaining debt would be serviced through the leasing of port facilities and provision of
services to the Russian navy on the Crimea, valued at about $100 million a year.
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The HIPC Initiative *

Background

To address the debt burden of low-income countries the international community has over the
past decade implemented a wide range of mechanisms, including the introduction of
increasingly concessional rescheduling terms by the Paris Club culminating in Naples terms in
December 1994. For the majority of low-income countries these traditional mechanisms, in the
context of sound economic policies of adjustment and reform, are expected to be sufficient to
provide an exit from the debt-rescheduling process. However, for a number of heavily
indebted poor countries (HIPCs), traditional debt-relief mechanisms are unlikely to reduce the
external debt burden to sustainable levels.

Against this background, IMF and World Bank staff jointly developed the framework of the
HIPC Initiative, which was adopted in September 1996 with its endorsement by the Interim
and Development Committees. The Initiative is designed to enable heavily indebted poor
countries (HIPCs) that have a strong track record of economic adjustment and reform to
achieve a sustainable debt position over the medium term. Central to the Initiative is the
country’s continued efforts toward macroeconomic and structural adjustment and social
reforms with an emphasis on poverty reduction, including especially through the improvement
of basic health care and primary education. These efforts on the country’s side are
complemented by a commitment from the international financial community to tackle the
country’s external debt problem in a comprehensive and coordinated fashion.

Key features

The HIPC Initiative is open to all countries that are (i) eligible for ESAF and International
Development Association (IDA) funding; and (ii) pursue or adopt IMF- and IDA-supported
adjustment programs through the fall of 1998, at which time the Boards of the two institutions
will review the Initiative.

The basic framework of the Initiative is set up in two stages (Chart 14), The first stage is an
initial three-year adjustment period that is required for a country to reach its decision point.
During this period, the country needs to establish a strong track record under IMF- and IDA-
supported adjustment programs, while receiving flow reschedulings on Naples terms from the
Paris Club and comparable treatment from other official bilateral and commercial creditors.
Based on their existing track record of performance, as many as 9 HIPCs gould possibly
complete the first stage and reach their decision points before the end of 1997 (see Table 17
for a tentative assessment of the possible timing of decision points).

¥For a more detailed description of the HIPC Initiative, see “Debt Relief for Low-Income
Countries”, by Anthony R. Boote and Kamau Thugge, International Monetary Fund, 1997.



- 68 -

APPENDIX I
Chart 14
THE HEAVILY INDEBTED POOR COUNTRIES (HIPC) INITIATIVE--SUMMARY

First Stage

+ Paris Club provides flow rescheduling on Naples terms, i.¢. rescheduling
of debt service on eligible debt falling due during the three-year consolidation period
{up to 67 percent reduction on eligible matuyities on a net present value basis).

« Other bilateral and commercial creditors provide at least cotnparable treatment.

+ Multilateral institutions continue to provide adjusument support in the framework
of an IMF/World Bank-supported adjustment program.

¢ Country establishes first three-year track record of good performance.

Decision Point

o All creditors take coordinated action to provide sufficient
assistanice 1o reduce the country's debt to a sustainable
level.

+ Paris Club provides deeper stock-of-debt reduction of
up to 30 percent in present vatue terms on eligible deby,
50 as to achiove an exit from unsustainable debt.

+ Other bilateral and commercial ereditors provide at
ieast comparable treatment on stock of debi

« Multilaterai institutions take actiop 10 reduce the NPV
of their claims, taking into account the assistance
provided by nonmultilateral creditors and theiy own
preferred creditor status.

I

- - + \
Exit Eligible Borderline
« Either ... Paris Club « Or ... Paris Club stock-of-debt operation (on Naples + Or ... for borderline cases, where
stock-of-debt operation terms) not sufficient for the country's overail debt to there is doubt about whether
under Naples terms (up become sustainable by the completion point—country sustainability would be achieved
to 67 percent present requests additional support under ihe HIPC by the completion point under a
value reduction of Initiative and IMF and World Bank Boards determine Naples terms stock-of-debt
cligible debt) and eligibility. operation, the country would
comparable treatment receive further flow reschedulings
by other bilateral and * under Naples terms.
comumercial creditors is Second Stage
adequate for the If the outcome at the completion
couatry 1o reach & Paris Club goes beyond Naples terms to provide more point is better than or as projected,
sustainability by the concessional debt reduction of up 1o 80 percent in the country would receive a
completion point~— present vatue terms in a flow rescheduling. stock-of-debt operation on Naples
country not eligible for + Other bilateral and commercial creditors provide at terms from Paris Club creditors
HIPC Initiative. least comparable treatment. and comparable treatment from
+ Donors and multilateral instiitions provide enhanced other bilateral and commercial
support through interim measures. creditors.
+ Country establishes 1 second track recerd of good
performance under IMF/Bank.- supported programs. If the outcome at the completion
point is worse than projected, the
* country could receive additional
support under the HIPC
Completion Point Initiative, 50 as 1o be able to exit
from unsustainable debt.
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Table 17. HIPC Initiative: Possible Timing of Decision Points 1/ 2/

1997 1997 1998 1999 2000-2001
Jan.-Sept. Oct.-Dec.
Benin Cote d’1voire Chad Congo, Rep. of  Angola
Bolivia Guyana Ethiopia Guinea Burundi
Burkina Faso Mali Guinea-Bissau Madagascar Cameroon _
Uganda Mozambique Mauritania Nicaragua Central African Republic
Senegal Sierra Leone Niger Congo, Dem. Rep. of
Togo Tanzania Equatorial Guinea
Vietnam Yemen Honduras
Zambia Myanmar
Rwanda

Sdo Tomé and Principe

Sources: IMF and World Bank staff estimates.

1/ For these estimates, it is assumed that countries would reach their decision point at the earliest
possible date under the framework of the Initiative on the basis of uninterrupted satisfactory
performance. Completion points would normally be expected to take place three years following the
decision points.

2/ Of the 41 HIPCs, this table excludes: Liberia, Somalia, and Sudan (for lack of sufficient debt
information); Nigeria (which is not IDA-only); and Ghana, Kenya, and Lao (which have never received
a concessional rescheduling from the Paris Club).
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At the decision point, upon successful completion of the first stage, the Boards of the IMF
and IDA decide on a country’s eligibility for assistance under the Initiative. This decision is
based on the country’s projected debt burden at the completion point, reached typically after
another three years of strong policy performance. Countries that cannot achieve medium-term
debt sustainability through the full use of traditional debt-relief mechanisms (i.e., a Paris Club
stock-of-debt operation on Naples terms, with an NPV reduction of up to 67 percent on
eligible debt, and comparable action by other nonmultilateral creditors) would be eligible for
assistance. In borderline cases, where there is reasonable doubt about the achievement of debt
sustainability, a country may opt to defer a request to Paris Club creditors for a Naples terms
stock-of-debt operation by another three years, while receiving further flow reschedulings on
Naples terms and maintaining the possibility for support under the Initiative based on its debt
situation at the completion point. All other countries would exit from the rescheduling process
already at the decision point by requesting a stock-of-debt operation on Naples terms from the
Paris Club.

Debt sustainability under the Initiative is generally defined by ratios for the NPV of public
and publicly guaranteed external debt and debt service to exports of goods and non-factor
services in the ranges of 200-250 percent and 20-25 percent, respectively. Specific
sustainability targets in the above ranges are set for each country in light of country-specific
vulnerability factors, such as the concentration and variability of exports, or fiscal indicators of
the burden of debt service. For very open economies (indicated by an exports-to-GDP ratio of
at least 40 percent) with a heavy fiscal debt burden despite strong efforts to generate revenue
(expressed by a fiscal revenue-to-GDP ratio of at least 20 percent), a lower country-specific
target for the NPV of debt-to-exports ratio can result because for these countries debt
sustainability can be defined as meeting an NPV of debt-to-revenue ratio of 280 percent by the
completion point.

Countries that are deemed eligible at the decision point enter the second stage of the
Initiative, during which they establish a second track record of good performance under IMF-
and IDA-supported adjustment programs. During the second stage, official bilateral and
commercial creditors provide flow reschedulings on enhanced terms, involving an NPV
reduction of up to 80 percent (Lyon terms), except for borderline cases which continue to
receive flow reschedulings on Naples terms. The second stage generally extends over a period
of three years, but may be shortened exceptionally for those countries that have already
sustained records of strong performance.

At the completion point, all creditors deliver the assistance they committed at the decision
point, provided the country’s policy performance has remained on track. In cases where the
actual NPV of debt-to-exports ratio at the completion point deviates by more than

10 percentage points from the original forecast at the decision point, and where this is due
primarily to exogenous and not purely temporary factors, the amount of assistance would be
increased (in cases where the outcome is worse than expected), or could be reduced (if the
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outcome is better than anticipated) when a major windfall transforms the economic
circumstances of the country concerned.

The assistance at the completion point is delivered without further conditionality and takes
the form of a reduction in the present value of the creditor’s claims on the country. One of
the Initiative’s guiding principles is broad and equitable participation by all
creditors—multilateral, official bilateral, and commercial—in providing assistance sufficient
for the country to achieve debt sustainability. For the Paris Club this would generally involve a
stock-of-debt operation with an up to 80 percent reduction in the NPV of eligible debt, and
the country would be required to seek comparable terms from its other official bilateral and
commercial creditors.

Multilateral creditors would take action to reduce the present value of their claims on the
country, taking into account the debt relief granted by bilateral creditors and consistent with
their preferred creditor status. Each multilateral institution chooses the vehicle to deliver its
share of assistance {derived in proportion to its share in the NPV of multilateral claims at the
decision point). Some may participate through contributions to the HIPC Trust Fund
administered by IDA, others through their own instruments. Also any creditor may choose to
advance contributions from the completion point to the second stage. The IMF’s participation
in the Initiative will be financed through the ESAF-HIPC Trust, established in February 1997.
The IMF will contribute mainly through grants (or in exceptional circumstances through
highly concessional loans) that will be used to retire a country’s obligations falling due to the
IMF after the completion point.

Current status

In April 1997, Uganda became the first country to reach its decision point and be found
eligible for assistance under the HIPC Initiative. In light of Uganda’s exceptional track record
of adjustment ang reform, the Boards of the IMF and IDA agreed to shorten the second stage
to only one year. Thus, Uganda is expected to reach its completion point in April 1998,
provided its strong policy performance is maintained, and to receive debt relief equivalent to
approximately US$340 million, in net present value terms. This amount is projected to reduce
Uganda’s NPV of debt-to-exports ratio to 202 percent. The IMF will lower the present value
of its claims on Uganda by about US$70 million, sufficient to retire an average of 30 percent
of Uganda’s current debt service to the IMF over the next nine years.

In September 1997, the Executive Boards of the IMF and IDA decided on assistance under
the Initiative for Belivia and Burkina Faso. For Bolivia, the Boards agreed to a net present
value debt-to-exports target of 225 percent for a completion point of September 1998. Bolivia
is expected to receive assistance equivalent to around US$450 million, which represents a
reduction of Bolivia’s debt of around 13 percent. The IME’s share of this assistance is around
US$30 million; in view of Bolivia’s heavy debt-service burden, both the IMF and IDA intend
to front-load use of their assistance. For Burkina Faso, the Boards agreed to assistance of
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around US$110 million (US$10 million from the IMF), representing a debt reduction of
around 14 percent. Assistance to both countries is subject to satisfactory assurances of
consistent action by other creditors and to continued strong perfromance under ESAF- and
IDA-supported programs.

Benin has reached its decision point in July 1997, and its debt situation was deemed
sustainable without assistance under the Initiative. The Boards of the IMF and IDA have also
discussed eligibility of Cote d’Ivoire, Guyana, and Mozambique on a preliminary basis.
These countries are expected to reach their decision points in the second half of 1997, as may
several other countries.
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Table 18. DAC List of Aid Recipients for Resource Flows in 1996 ]/

Part I. Developing Countries and Territorics

(Official Development Assistance)

Part II: Countries and
Territorieg in Transition

(Official Aid)
Least Developed Other Low Lower Middle Income Countrics Upper Middle High Income Central and More
Countries Income (per capita GNP $766-$3035 in Income Countries (per Eastern European Advanced
Countries (per 1995) Countries (per capila GNP < Countries and New { Developing
capita GNP) capita GNP $9385in 1995) Independent States Countnes
<$765 in $3036-89385 of the former and
1995) in 1995) Soviet Union Territories
Afghanistan *Albania A.lﬁeria Palau Islands Brazil **Aruba *Belarus Bahamas
Angola *Armenia { Palestinian *WHermuda *Bulgaria Brunei
Bangladesh *Azerbaijan Bolivia Administered Cook Islands **Cayman Islands Czech Republic Kuwait
Benin Bosnia and | Botswana Areas Croatia Chmeu Taipei *Estonia Qatar
Bhutan Herzegovina Colombia Panama Gabon “l'? *Hungary Singapore
Burkina Faso Costa Rica Papua New Malaysia *#Falidand Islands *Latvia United Arab
Burundi Chma Cuba inca Mauntius **French Polynesia *Lithuania Emirates
Cambodia Dominica Pulguay **Mayotte **Gibraltar *Moldova
Cape Verde Cote d Ivoire Dominican Rep. Mexico *+*Hong Kong *Poland
Central African *Georgia Ecuador Phﬂ pines Nauru Israel *Romania
Republic Ghana Egypt St. Vincent & South Affica Korea, Rep. of *Russia
Chad Guyana alvador Grenadines St. Lucia **Macao *Slovak Rep.
Comoros Honduras Fiji Suriname Trinidad and **Netherlands *Ukraine
Congo, Dem. Rep, of | India Swaziland Tobago Antilles
Djibouti Kenya Guatemala Syria Uruguay *+New Caledonia
Equatorial Guinea *Kyrgyz Rep. Indonesia iland Northem Marianas
Ernitrea Mongolia Iran **Timor **Virgin Islands
Ethiopia N:cangua Iraq | **Tokelau
Gambia ‘Elcna Jamaica Tonga
Guinea Jordan Tunisia
Guinea-Bissau Senegal *Kazaksian Turkey Threshold for
Haiti Sn Lanka Korea Dem. *Turkmenistan World Bank
Klnbau *Tajikistan Rep. of *Uzhekistan Loan E|Ig]blllt¥
Vieinam Lebanon Venezuela ($3295 in 1995)
Lﬁolha Zimbabwe Macedonia **+Wallis and
iﬁb&a;a fo rmf}:{ v Fu}un;
adagascar ug. Rep. ugoslavia
Malawi Marshall Islands & **Anguilla
Maidives Micronesia Antigua and
Mali Fed. Stales Barbuda
Mauritania Morocco mlm
Mozambique Namibia in
Myanmar Niue
Nepal leid
Niger la
Rwanda **Montserrat
Sao Tome and Oman
Principe Saudi Arabia
Sierra Leone Seychelles
Solomon Islands Slovenia
Somalia **5t. Helena
Sudan St Kitts and
Tanzania Nevis
Togo **Turks and
Tuvalu Cazicos
Uganda Islands
Vanuatu
Western Samoa
Yemen

Source: OECD Press Release of June 18, 1997.
* Central and Eastern European Countrics and New Independent States of the former Soviet Union (CEEC/NIS).
** Temtories,
1/ The list of aid recipients is reviewed every three years. The last review took place in December 1996. For planned changes to the
List in 1997 and beyond, sec “Development Co-operation: Efforts and Policies of the Members of the Development Assistance

1996 Report, Note on page A101.

Committee”,
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Table 19. Gross Disbursements of Official Bilateral Financing Flows
from DAC Countries by Region and Income Group, 1990-1995
1990 1991 1992 1993 1994 1995 1/
(In percent of group total)
Groass bilateral official disbursements 2/
By region
Sub-Saharan Africa 215 17.2 16.7 14.2 13.8 13.7
North Africa and Middle East 22.2 28.4 18.9 17.6 22.0 15.7
Asia 253 23.7 29.1 34.2 36.0 36.3
Woestern Hemisphere 18.0 17.0 223 19.3 15.3 18.¢
Europe 3.4 37 3.6 37 4.0 3.7
Other (QOceania and unallocated) 9.7 10.1 9.5 10.9 8.9 12.5
By income group
Least developed countries 14.6 12.8 123 11.2 10.3 10.5
Low income countrics 26.4 30.2 24.9 27.5 26.2 27.1
Lower- middle income countries 30.9 28.7 28.8 29.2 314 294
Upper-middle income countries 14.2 12.6 17.5 15.1 13.0 i2.5
High income countries 4.0 5.2 6.4 7.8 9.6 7.8
Unallocated 9.9 10.6 10.2 9.3 9.5 12.7
Gross bilateral ODA disbursements 3/
By region
Sub-Saharan Africa 311 224 250 24.0 248 24.1
North Africa and Middle East 16.1 26.1 16.6 14.1 15.1 10.4
Asia 24.9 22.0 277 26.6 29.4 35.0
Western Hemisphere 9.5 12.4 10.5 12.8 10.7 11.6
Europe 2.7 33 37 43 31 3.6
Other (Oceania and unallocated) 15.7 13.7 16.6 18.2 17.0 18.4
By income group
Least developed countries 22.8 18.3 19.8 19.6 20.9 20.4
Low income countries 28.7 36.1 283 28.0 27.7 26.6
Lower-middie income countries 231 229 24.9 27.1 25.1 26.0
Upper-middle income countrics 5.6 4.6 5.4 6.0 5.6 6.1
High income countries 4.3 4.1 54 3.9 3.9 2.3
Unallocated 15.5 139 16.3 15.5 16.7 18.7
(In billions of U.S. dollars)
Memorandum items:
Gross bilateral ODA disbursements 3/ 44.7 55.7 49.2 48.6 47.7 48.0
By region
Sub-Saharan Africa 13.9 12.5 12.3 11.7 11.8 11.6
North Africa and Middic East 72 14.6 8.2 6.8 12 50
Asia 1.1 12.3 13.6 12.9 14.0 16.8
Western Hemisphere 43 6.9 52 6.2 5.1 5.6
EBurope 1.2 18 1.8 2.1 1.5 1.7
Oceania 1.2 1.2 1.4 1.5 1.7 1.8
Unallocated 5.8 6.4 6.8 7.3 6.4 7.1

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

1/ Provisional

2/ Total official flows defined as grants, gross ODA loans, and other gross contractural lending

including efficial 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 ODA equivalent of the revised data in Tables 1 and 2 is not yet available--however,
the revisions to the aggregate data were not large.
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Table 20. Heavily Indebted Poor Countries: Net Disbursements from Multilateral Institutions, 1985-96 1/

Annual average Prov. Annual average Prov.
1985-89  1990-94 1995 1996 1986-89  1990-94 1995 1996
(In millions of U.S. doliars) (In percent of exports of goods & sﬁus)
Angola 2/ 7 21 29 30 03 0.6 0.8 0.7
Benin 39 78 73 60 9.5 14.5 12.6 10.3
Bolivia 147 134 263 132 25.8 139 20.5 9.6
Burkina Faso 41 85 109 76 10.2 20.2 29.7 20.1
Burundi 2/ 68 56 20 51 59.9 521 14.1 28,7
Cameroon 76 73 -45 125 37 30 -1.6 4.7
Central African Rep. 40 46 22 12 2213 238 9.6 53
Chad 29 76 59 118 17.6 336 220 46,7
Congo, Dem. Rep, of 2/ 139 72 -1 -103 6.7 1.8 =50
Congo, Rep. of 35 27 221 10 40 28 -1.7 0.6
Cote d'Ivoire -8 114 149 160 0.2 33 33 19
Equatorial Guinea 2/ 8 8 1 6 24.1 157 1.1 6.2
Ethiopia 75 200 175 238 10.1 25.6 15.4 22.5
Ghana 139 187 150 106 209 16.5 93 6.9
Guines 2/ 59 136 154 63 13.1 18.3 215 8.0
Guinea-Bissau 2/ 25 24 12 26 179.5 106.0 25.6 102.2
Guyzma 2/ 19 53 7 26 6.3 1.1 3.7
Honduras 25 107 47 -38 04 93 26 -2.1
Kenya 89 64 32 32 4.0 28 1.1 1.1
Lso P.DR. 2/ 22 66 104 9% 311 359 23.1 19.2
Liberia 2/ 15 -2 0 43 4.0 -8.3
Madagascar 108 70 46 43 276 13.5 59 9.4
Mali 62 9] 158 93 16.5 16.8 24.1 14.9
Mauritania k1 45 66 68 10.7 10.7 12.2 12.1
Mozambique 54 164 188 314 2.8 45.1 g8 573
Myanmar 2/ 51 12 =24 -17 143 20 -1.2
Nicaragua 14 79 103 92 55 19.6 14.1 13.5
Niger 64 29 9 37 173 9.2 31 14.0
Nigeria 285 218 -37 82 43 1.7 -0.3 0.6
Rwanda 50 45 56 26 28.1 132 36.8 14.5
Sd0 Tomé & Principe 7 20 12 17 87.1 201.6 89.8 116.4
Sencgal 109 80 64 93 104 53 3.7 5.1
Sierra Leone 6 35 104 107 27 204 98.7 85.1
Somalia 2/ 54 11 0 0 59.1 0.0
Sudan 2/ 95 96 -3 8 10.5 16.7 0.6
Tanzania 121 173 130 156 29.5 28.2 10.3 11.9
Togo 35 28 41 24 6.3 6.6 128 68
Uganda 70 207 188 265 21.0 86.7 29.2 454
Victnam 2/ -2 52 182 298 0.9 27 37
Yemen, Rep. of 2/ 52 37 56 163 1.4 1.7 4.7
Zambia 74 85 579 85 6.8 72 447 59
Total 2,487 3,204 3,254 3,135 7.8 6.7 58 49

Sources: World Bank Debtor Reporting System (DRS); and IMF Intemnational Financial Statistics (IFS).

1/ Disbursements on medium- and long-term public and publicly guaranteed debt; including to the IMF. The data is
derived from the DRS except for the data on lending by the IMF.

2/ Annual average of net disbursements in percent of exports of goods and services is calculated only for selected years
due to the lack of export data.
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Table 21. Developing Countries: Gross and Net Disbursements on Public External Debt by Region and Creditor, 1985-96 1/
{In billions of U.S. dollars)

Gross disbursements Net disbursements
Annual avers Prov. Annusl svers Prov.
1985-89 1990-94 1994 1995 1996 1985-89 1990-94 1994 1995 1996
Sub-Saharan Africa 10.3 8.6 78 9.8 8.1 52 4.1 3.4 29 i.8
Multilateral 43 5.3 5.9 7.4 5.7 23 3.1 34 29 29
Oifficial bilateral 28 2.0 1.2 14 L1 20 L1 0.3 0.3 0.4
Private 29 1.4 0.7 1.0 1.2 0.9 -0.1 0.4 0.3 .7
North Africa and the Middle East 13.8 13.7 12.5 10.2 11.1 5.7 i.6 10 28 4.2
Multilateral 2 3.1 38 3.7 4.0 L0 1.1 1.6 1.3 16
Official bilateral 4.1 3.2 27 2.0 2.0 22 0.5 -1.8 03 0.3
Private 75 7.4 6.1 44 51 2.5 0.0 12 1.2 22
East Asia and the Pacific 18.6 285 348 38.2 33.8 7.5 11.1 14.7 15.6 10.2
Multilateral 4.1 5.5 62 6.3 6.3 21 22 23 2.8 2.6
Official bilateral 39 7.1 77 10.7 6.4 21 41 35 5.5 18
Private 10.6 159 209 21.2 211 33 4.7 8.9 72 53
South Asia 10.3 12.0 11.3 93 142 6.2 6.1 25 -1.5 3.4
Multilateral 38 6.0 54 41 49 18 38 22 0.1 1.2
Official bilateral 22 27 28 25 3.5 1.1 0.9 0.2 -1.0 Lo
Private 4.3 33 32 2.8 58 a3 1.4 0.1 -0.4 1.2
Western Hemisphere 213 254 255 59.8 60.6 7.0 36 2.8 318 16.3
Multilateral 8.5 10.5 79 257 10.7 il 10 -1.7 14.5 0.6
Official bilateral 34 3.6 34 14.1 3.5 1.7 0.6 0.8 17 -10.7
Private 9.4 113 14.2 20.0 46.4 22 1.9 54 95 26.5
Europe and Central Asia 214 26.8 222 29.7 309 38 11.7 5.8 9.8 13.8
Multilateral 22 6.2 83 12.7 10,2 «0.6 3.7 42 6.4 6.4
Official bilateral 1.8 a7 9 22 49 -0.1 23 1.7 0.1 3.0
Private 17.4 169 11.0 14.8 15.8 4.5 5.7 0.1 33 4.5
Memorandum items:
Private non-guaranteed debt 2/
Sub-Saharan Africa 0.6 0.5 0.4 0.4 0.8 0.1 0.0 0.2 0.1 0.2
North Africa and the Middle East 0.3 0.2 0.6 0.2 0.1 0.1 0.0 0.3 0.0 0.2
East Asia and the Pacific 35 12.0 17.3 20.8 39.2 a8 63 8.3 10.4 28.9
South Asia 1 ) 0.9 1.3 1% 22 0. 0.4 0.9 14 13
Western Hemisphere 19 15.1 23.% 27.7 20.1 -26 7.9 114 4.5 54
Europe and Central Asia 0.7 il 42 7.8 4.6 0.0 1.3 1.6 4.6 1.7

Sources: World Bank Debtor Reporting System (DRS); and IMF Intcrnational Financial Statistics (IFS).

1/ Disbursements on medium- and long-term public and publicly guaranteed debt; including to the IMF.
2/ Only 31 DRS reporting countries report their private non-guarantced debt to the DRS; estimates are made by the World Bank
for 29 other DRS reporting countries for which this type of debt is known to be significant.
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Table 22, Heavily Indebted Poor Countriea: Structure of Multilateral Debt, 1985-96 1/
Shares in total multilaterat debt outstanding
Multilntersl Total World Bank Regional development banky Other IMF
debt concessional RRD DA Non Concumionsl multilaterals 1985 1996
outstanding -conceasional o/w:
1985 1996 1985 1996 1985 1996 1985 1996 1985 1996 1985 1996 1985 1996 conces
Prov. Prov. Prov Prov, Prov. Prov. Prov. -sional 2/
(US$% mullion} (in percent of total multilateral debt outstanding)
Angols 3/ 28 223 i2 76 [+] 0 o 60 10 16 2 16 g8 1 0 [+ ¢
Benin 241 994 89 98 Q o} 52 54 4 ¢} 14 23 25 13 5 10 10
Bolivia 806 2,966 51 62 26 2 12 31 il 25 33 22 9 10 10 9 9
Burians Faso 282 1,149 91 95 o 0 53 58 1 1 it 19 2 15 4 7 7
Burund1 . 261 1,026 88 97 0 0 54 63 10 2 15 21 16 11 ¢ 4 4
Cameroon 725 1,842 51 42 40 31 k1| 24 5 17 0 3 20 22 4 4 0
Central Afican Rep. 163 675 76 26 4] o 39 65 3 1 22 22 12 8 24 4 2
Chad 100 827 90 93 0 1] 39 49 0 [ 26 26 23 17 12 g 6
Congo, Rep of 342 726 38 58 17 12 19 24 15 13 1 17 45 28 3 5 3
Congo, Deh. Rep. of 1,410 2,747 41 0 k| 3 26 47 4 10 1 7 8 17 57 16 7
Cate dTvoire 1,871 4,449 10 46 52 k)] 0 20 2 20 0 2 10 16 36 11 1
Bquatorisl Chunes 27 126 49 96 [ [+] 12 44 22 2 9 28 10 13 47 14 14
Bthiopa 584 2,671 86 94 7 o} 64 62 2 7 10 25 7 2 10 3 3
Ghana 1,227 3,714 36 92 ¢ 1 21 72 2 5 3 6 7 1 57 15 12
Ghumes 288 1,617 10 89 19 L] 40 56 6 10 3 15 21 14 11 5 5
Gumes-Bissau 106 533 83 98 o} 9 42 42 8 1 18 22 29 M 3 t 1
Guyana 360 830 49 85 18 4 8 27 7 9 23 26 19 i4 25 20 19
Honduras 1,193 2218 40 55 3 17 ? 0 12 16 26 27 13 17 12 3 2
Kenys 1,840 3,303 31 84 4] 10 22 63 1 4 1 [ ki 6 P 10 10
Lso PDR 74 176 100 100 0 0 36 43 0 4] 36 44 14 4 14 9 9
Liberm 550 736 27 32 18 10 14 14 11 1 3 7 8 23 46 44 5
Madagascar 654 1,787 n EL) 4 0 48 &8 1 3 5 19 13 7 P 4 4
Mali 498 1,608 82 106 0 0 45 58 2 0 14 23 20 g 20 10 10
Mauritania 381 1,010 39 90 14 l 15 34 3 & & 14 49 36 12 10 1]
Mozambique 12E 1,818 69 3 0 0 4 62 21 2 21 16 58 9 0 10 i0
Mynnrmar 805 1,33 9 100 0 1] 51 59 1 Q 30 38 5 3 13 0 0
Nicasagua 742 1,618 48 56 22 3 3 20 3 10 31 30 7 36 4] 2 2
Niger 352 942 57 96 0 0 42 &6 5 0 10 11 21 17 22 6 4
Nigenia 1,43 5,027 8 10 95 59 P4 9 4] 27 0 2 3 3 0 0 0
Rwanda 242 858 99 99 0 0 63 66 1 0 18 24 15 3 4 3 1
S&o Tomé and Principe 22 200 160 100 0 0 ] 30 ¢ 0 38 38 62 1 o 0 0
Sencgal 848 2,280 52 14 n 1 27 54 5 8 2 11 24 12 k7 14 12
Sierra Leone 224 684 58 100 4 0 26 40 3 0 & 18 16 16 45 25 25
Somalis 564 946 73 84 0 0 kL] 45 3 0 ] 11 EX] 27 27 17 2
Sudan 1,700 3,074 55 67 3 0 EQ] 41 i] 2 1 9 22 18 43 29 3
Tanzans 1,167 3,225 73 96 23 2 49 16 4 0 6 1 13 5 5 6 6
Togo 389 B44 69 98 7 U 44 &7 4 1 g 10 171 2 11 1"
Uganda 7% 2,863 49 98 5 0 36 68 9 1 1 9 11 7 38 15 15
Vietnam 4/ 152 I.018 79 77 V] 0 36 3 .. 0 . 13 v} 64 53 34
Yemen, Rep of 742 1,436 85 88 ¢ 0 47 63 0 0 0 i3 47 29 6 8 o
Zambis 1,523 3,465 18 9 24 3 ? 40 3 5 1 5 12 il 53 35 35
Total (USS million) 3/ 4/ 25,922 70,237 12,697 53,492 5510 6286 6,688 32511 977 5,683 1,936 9,268 4121 8,403 6,690 B.0B7 5996
Share of 1otal debt (percent) 100.0 1000 49.0 762 213 B9 258 463 38 g1 75 132 159 12¢ 258 11.5 8.5

" Sources' World Bank Debtor Reporting System (DRS); and PMF Intemational Financisl Statustics (IFS)

1/ Medum- and long-term public and publicly gusranteed debt; mcluding to the IMF

2/ SAF, BSAF, and Trnust Fund.

3/ Data on Angols for 1996 u incomplete; total multilateral concessional debt is 5169 million whilo aggregate data reported to DRS 1 $155 million that i used in other tablea.
4/ Data on Vietnam for 1985 is incomplete, only including debt 1o the IDA and the IMF  Total for 1985 includes $152 million for Vietnam while aggregate dats presented

in other tables excludes it.
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Table 23. Paris Club Reschedulings of Official Bilateral Debt: Amounts Consolidated
in Successive Reschedulings, 1976-July 1997

Number
Amount under successive agreements (In millions of U.8. doilars) of Agree-

Country/Agreement 1 1I I v \' Vi VII VIIL X X X1 Totall/ menta
Angols 445 : 445 1
Cambodia 249 249 1
Croatia 782 782 1
El Saivador 135 135 1
FYR Macedona 288 288 1
Gambis, The 17 17 1
Ghans 9y 93 1
Guatemnala 40 440 1
Haiti 117 117 1
Kenys 535 535 1
Vietnam 91 ™ 1
Yemen, Republic of it3 i3 1
Algena 5,345 7,320 12,665 2
Chile 146 157 303 2
Dominican Republic 290 850 1,140 2
Egypt 6,350 27,864 1 44 2
Ethiopia 441 184 625 2
Nicaragus T2 783 1,505 2
Panama 19 200 219 2
Romania 134 136 970 2
Somalia 127 153 280 2
Trinidad and Tobago 09 11¢ 319 2
Bulgaria 640 251 200 1001 3
Burkira Faso i 6 64 & 171 3
Chad 24 24 12 60 3
Guunea-Bissau 25 21 195 241 3
Honduras 280 180 112 572 3
Malawa 25 26 27 7% 3
Mexico 1,199 1,912 2,400 5511 3
Nigena 6,251 5,600 - 3,300 5,151 3
Turkey 1,300 1,200 2,900 5,400 3
Benin 193 152 25 209 & 579 4
Brazil 2337 4,178 4,992 10,500 22,007 4
Cameroon 535 1,080 1,259 1128 4,003 4
Congo, Rep. of 756 1,052 1,175 1,758 4,741 4
Equatorial Guinca 38 10 32 51 131 4
Guyana 195 123 39 793 & 1,150 4
Jordan 587 7 1,147 400 2,905 9
Liberia 35 25 17 17 o4 4
Mali 63 44 20 By 160 4
Russian Federation 14,363 7.100 6,400 40,200 ¥/ 68,063 4
Sudan 437 203 518 249 1,457 4
Former Yugoslavia 500 812 901 129 3,504 4
Argentina 2,040 1,260 2,400 1,476 2760 0876  §
Costa Rica 136 166 182 139 58 681 5
Guinca 196 123 203 156 123 801 5
Mozambique 283 361 e 440 664 2,467 5
Philippines 757 852 1,850 1,096 b 4,565 5
Tanzanis 1,046 377 199 691 1608 3,921 5
Bolivia 449 226 276 65 482 881 2379 6
Central Africa Republic 2 13 14 28 4 32 163 6
Ecuador 142 450 438 397 339 93 2,059 6
Mauritenia 68 27 20 52 218 66 521 6
Moroceo 1,152 1,124 1,008 969 1,350 1,303 6,946 6
Peru 420 456 704 5910 1,527 6,724 ¥ 15,751 6
Poland 2,110 10,930 1,400 9,027 10400 29871 ¥ 63,738 6
Uganda 30 19 170 39 39 110 & 457 3
Zambia 375 253 mn 963 217 566 3,445 6
Cote d'Ivoire 230 213 370 567 934 806 1,849 4,569 7
Gabon 43 387 326 545 o 1,360 1,030 3,711 7
Jamaica 105 62 124 147 179 127 291 1,035 7
Siema Leone 39 7 25 B 164 42 39 432 7
Madagascar 140 107 89 128 212 254 139 1,247 2,516 8
Niger 36 26 k1] 34 37 48 116 160 128 623 9
Cotgo, Demn. Rep of 270 170 40 1,040 500 1,497 408 429 6§71 1,530 6,555 i0
Togo 260 232 300 75 7 139 76 88 52 237 1.486 10
Senegal 75 74 72 122 65 9 143 107 114 237 169 1257 11

Total 58,2387 81,122 37143 80,372 22587 44,198 4,091 2,031 965 2,004 160 333,469 267

Sources: Agreed Minutes of debt reschedulings; Paris Club Secretariat and IMF staff estimates.
1/ Includes significant double-counting in cases where previously rescheduled debt has been rescheduled, also includes tranches that may not have been implemented
2/ Limited terms of reference rescheduling of certain long-standing arrears.
3/ Total value of debt restructured.
4/ Stock-of-debt operation under Naples terms
5/ The Philippines’ 1994 rescheduling agreement was cancelled st the suthonties’ request

6/ Gabor’s 1991 rescheduling sgreement was declared null and void
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Table 24. Middle-Income Rescheduling Countries, Amounts Due and Consolidated
under Flow Reschedulings, August 1995-July 1997 1/

(In millions of U.S. dollars, unless otherwise indicated)

Arrcars 2/ Current maturities Total
(falling during the
consolidation
period)

Debt service due 522 35,677 36,199
Pre-cutoff date debt 455 23,869 24,324
Non-previously rescheduled 121 6,511 6,632
Previously rescheduled 334 17,358 17,692
Of which: deferrals 2 4,736 4,738
Post-cutoff date debt 54 11,487 11,541
Short-term debt 13 321 335
Debt service treated 376 21,285 21,661
Consolidated amounts 376 21,285 21,661
Non-previously rescheduled 121 6,131 6,253
Previously rescheduled 3/ 255 15,154 15,408
Of which: deferrals - 3,708 3,708

Deferred - - -

Post-cutoff - - -

Short-term - - -

Moratorium interest - - -
Debt service payable 207 16,825 17,032
Not treated 79 2,584 2,663
Non-previously rescheduled - 379 379
Previously rescheduled 79 2,205 2,284
Of which: deferrals 2 1,028 1,030
Post-cutoff date debt 54 11,487 11,541
Short-term debt 13 321 335
Moratorium interest 61 2,432 2,493

Debt service payable

in percent of debt service due 47

Sources: Paris Club; and IMF staff estimates and projections.

1/ Includes agreements with; Gabon, Ghana, Jordan, Peru, and Russian Federation. For Russia and
Peru, only the flow impact of the reschedulings is shown. In addition, some $21.2 billion of debt due
from Russia after the end of the consolidation period, and $5.6 billion from Peru were restructured
over a longer period of time.

2/ Arrears at the beginning of the consolidation period.

3/ Including deferrals of debt treated under the most recent rescheduling agreement.
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Table 25. Low-Income Rescheduling Countries: Amounts Due and Consolidated
under Flow Reschedulings, August 1995-July 1997 1/

(Tn millions of U.S. doliars, unless otherwise indicated)

Arrears 2/ Current maturities Total
(falling during the
consolidation
period)

Debt service due 4,582 4,677 9,259
Pre-cutoff date debt 4316 3,757 8,073
Non-previously rescheduled 908 795 1,703
Previously rescheduled 3,408 2,962 6,369
Of which: deferrals 390 284 675
Post-cutoff date debt 209 915 1,123
Short-term debt 58 5 63
Debt service treated 4,296 3,390 7,686
Consolidated amounts 4,192 3,390 7,582
Non-previously rescheduled 908 787 1,695
Previously rescheduled 3/ 3,284 2,603 5,887
Of which: deferrals ' 390 66 456
Deferred for the first time 104 - 104
Post-cutoff date debt 104 - 104

Short-term debt - - -

Moratorium - - -
Debt service payable 649 1,417 2,066
Not treated 4/ 124 367 491
Non-previously rescheduled - 8 8
Previously rescheduled 124 359 483
Of which: deferrals - 219 219
Post-cutoff date debt 104 915 1,019
Short-term debt 58 5 63
Moratorium interest 364 130 493

Debt service payable

in percent of debt service due 22

Sources: Paris Club; and IMF staff estimates and projections.

1/ Includes agreements with: Cameroon, Chad, Congo, Rep. of, Ethiopia, Guinea, Honduras,
Madagascar, Mozambique, Niger, Sierra Leone, Tanzania, Yemen, and Zambia.

2/ Arrears at the beginning of the consolidation period.

3/ Including deferrals of debt treated under the most recent rescheduling agreement.

4/ Including late mterest if not consolidated.
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Table 26. Amounts Restructured Under Stock-of-Debt Operations for
Low-Income Countries, 1995-July 1997

(In millions of U.S. dollars) 1/

Stocks Stocks Total

Treated 2/ not Treated Stocks

Total 2,090 1,433 3,522
Pre-cutoff date debt 2,090 319 2,409
NPRD ' 235 - 235
Previously rescheduled 1,855 319 2,174
NC 3/ 901 - 901
Toronto terms 574 - 574
London terms 4/ 349 67 416
Naples terms - 236 236
Deferrals 31 17 48
Post-cutoff date debt - 1,048 1,048
Short-term debt - 65 65

Sources: Paris Club; and IMF staff estimates.

NPRD--non-previously rescheduled debts, NC--debt previously rescheduled non-concessionally.
1/ Includes agreements with: Benin, Bolivia, Burkina Faso, Guyana, Mali, and Uganda.

2/ NPRD and NC debt received a 67percent NPV debt reduction, while debt relief on debt prev
rescheduled on Toronto or London terms was topped up to 67percent in NPV terms.

3/ Guyana's outstanding principal to Trinidad and Tobago ($536 million) was previously resche
non-concessionally outside the Paris Club framework.

4/ For Bolivia, including debts rescheduled under the (non-concessional) long maturities option
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Table 27: Reschedulings of Official Bilateral Debt, 1976-July 1997
{Overview)
Amount
consolidated 2/

Date of {(In millions Consolidation Termy 4/
Debtor Number of agreement of U.S. period 3/ Grace Maturity
countries Reschedulings 1/ (M/D/Y) dollars) (In months) {In years) (In years)
Algeria 1 06/01/94 5,345 12 30 145 &/
Algeria || 07/21/95 7,320 36 135 135 8/
Angola I 07/20/89 446 13 6.0 9.5
Argentina 4 01/16/85 2,040 12 5.0 9.5
Argentina 11 05/20/87 1,260 14 4.9 9.5
Argentina 1 12/21/89 2,400 15 58 2.3
Argentins v 09/19/91 1,476 9 6.2 9.7
Argentina v 07/22/92 2,700 29 1.1 136 5/
Benin 1 06/22/89 193 13 Toronto terms
Benin I 12/18M91 152 19 London terms
Benin m 06/21/93 25 29 London terms
Benin v 10/25/96 209 Stock Naples terms
Bolivia 1 06/25/86 449 12 5.0 9.5
Bolivia II 11/14/88 226 15 59 9.3
Bolivia I 03/15/90 276 24 Toronto terma
Bolivia v 01/24/92 65 29 London terms
Bolivia v 03/24/95 482 36 Naples terms
Bolivia V1 12/14/95 £81 Stock Naples terms
Brazil I 11/23/83 2,337 17 4.0 7.5
Brazil LA 01/21/87 4,178 30 e 5.5
Brazil I 07/28/88 4,992 20 50 9.5
Brazil v 02/26/92 10,500 20 1.8 133 5§/
Bulgaria 1 04/17/91 640 12 6.5 10.0
Bulgaria I 12/14/92 251 5 6.3 9.8
Buigaria il 04/13/94 200 13 59 9.4
Burkina Faso 1 03/15/91 71 15 Toronto terms
Burkina Faso i 05/07/93 36 a3 London terms
Burkina Faso 111 06/20/96 64 Stock Naples terms
Cambodia I 01/26/95 249 30 Naples terms
Cameroon I 05/24/89 535 12 6.0 9.5
Cameroon 1T 01/23/92 1,080 9 8.2 14.6
Cameroon m 03/25/94 1,259 18 London terms
Cameroon v 11/16/95 1,129 12 Naples terms 6/
Central African Republic H 06/12/81 72 12 4.0 85
Central African Republic I 07/08/83 13 12 5.0 9.5
Central African Republic m R385 14 18 43 93
Central African Republic Iv 12/14/88 28 18 Toronto terms
Central African Republic v 06/15/90 4 12 Toronto terms
Central African Republic VI 04/12/94 32 12 London terms
Chad i 10/24/89 U 24 15 Toronto terms
Chad i 02/28/95 Kl 24 12 Naples terms
Chad m 06/04/96 7/ 12 32 Naples terms
Chile I 07/17/85 146 18 2.8 63
Chile 1I 04/02/87 157 21 26 6.1
Congo, Democratic Republic of 1 07/18/86 756 20 37 9.1
Congo, Democratic Republic of II 09/13/90 1,052 21 58 143
Congo, Democratic Republic of nI 06/30/94 1,175 11 g.1 14.6
Congo, Democratic Republic of v 07/16/96 1,758 36 Naples terms
Congo, Democratic Republic of 1 06/16776 270 18 1.0 7.5
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Table 27: Reschedulings of Official Bilateral Debt, 1976-July 1997 (continued)

(Overview)
Amount
consolidated 2/

Date of (In millions Consolidation Terms 4/
Debtor Number of agreement of U.S. period 3/ Grace Maturity
countries Reschedulings 1/ (M/DYY) dollars) . (In months} (In years) {In years)
Congo, Democratic Republic of 1 07/07/77 170 12 30 8.5
Congo, Democratic Republic of I 12/01/77 40 6 3.0 9.0
Congo, Democratic Republic of v 12/11/79 1,040 18 3.5 9.0
Congo, Democratic Republic of A 07/09/81 500 12 4.0 9.5
Congo, Democratic Republic of vi 12/20/83 1,497 12 5.0 10.5
Congo, Democratic Republic of VIl 05/18/85 408 15 49 9.4
Congo, Democratic Republic of VI 05/15/86 429 12 4.0 9.5
Congo, Democratic Republic of X 05/18/87 671 13 6.0 14.5
Congo, Democratic Republic of X 06/23/89 1,530 13 Toronto terms
Costa Rica I 01/11/83 136 18 KR 83
Costa Rica I 04/22/85 166 15 4.9 9.4
Costa Rica Il 05/26/89 182 14 4.9 9.4
Costa Rica v 07/16/91 139 9 50 9.5
Costa Rica \Y4 06/22/93 58 - 20 6.5
Cote d'Ivoire I 05/04/84 230 13 4.0 85
Cote d'Ivoire I 06/25/85 213 12 40 85
Cote d'lvoire I 05/27/86 370 36 4.1 36
Cote d'Ivoire v 12/17/87 567 16 58 93
Cote d'ivoire v 12/18/89 934 16 78 133
Cote d'Ivoire VI 11/20/91 806 12 80 14.5
Cote d'Ivoire VII 03/22/94 1,849 37 London terms
Croatia 1 03/21/95% 861 12 2.1 136
Dominican Republic I 05/21/85 290 15 4.9 9.4
Dominican Republic I 11/22/91 850 18 78 143
Ecuador I 07/28/23 142 12 30 7.5
Ecuador I 04/24/85 450 36 3.0 7.5
Ecuador 111 01/20/88 438 14 49 924
Ecuador v 10/24/89 397 14 59 9.4
Ecuador v 01/20/92 339 12 80 15.0
Ecuador vl 06/27/94 293 6 83 14.8
Egypt | 05/22/87 6,350 18 4.7 9.2
Egypt Il 05/25/91 27,864 B/ Stock 25 35.0
El Salvador i 09/17/90 135 13 8.0 14.5
Equatorial Guinea I 07/22/85 38 18 45 9.0
Equatorial Guinea I 03/03/89 10 Toronto terms
Equatonal Guinea it 04/02/92 32 12 London terms
Equatorial Guinea IV 12/15/94 51 21 London terms
Ethiopia I 12/16/92 441 35 London terms
Ethiopia i 01/24/97 184 34 Naples terms
Former Yugoslav

Republic of Macedonia 1 07/17/95 288 9/ 12 3.1 146 5/

Gabon 1 06/20/78 63 -
Gabon || 01/22/87 387 15 3.9 9.4
Gabon I 03/21/88 326 12 5.0 9.5
Gabon v 09/19/89 545 16 4.0 10.0
Gabon v 10/24/91 498 15 50 10.0
Gabon Vi 04/15/94 1,360 12 20 145 5/
Gabon VI 12/12/95 1,030 36 L0 135 &
Gambia, The 1 09/19/86 17 12 50 9.5
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Table 27. Reschedulings of Official Bilateral Debt, 1976-July 1997 (continued)

(Overview)
Amount
consolidated 2/
Date of (in millions Consolidation Terms 4/
Debtor Number of agreoment of U.S. period 3/ Grace Maturity
countries Reschedulings 1/ M/D/Y) dollars) (In months) (In years) (In years)
Ghana I 04/07/96 Kl 93 - 1.0 5.0
Guatemala I 03/25/93 440 8.0 14.5
Guinca I 04/18/86 196 14 49 9.4
Guinea H 04/12/89 123 12 Toronto tenms
Guinea m 11/1802 203 12 London tenms
Guinea v 01725/95 156 12 Naples terms
Guinca v 02/26/97 123 36 Naples terms 6/
Guinea-Bissau | 10127187 25 18 9.7 19.2
Guinea-Bissau II 10/26/89 21 15 Toronto terms
Guinea-Bissau m 02/23/95 195 36 Napies terms
Guyana 1 05/23/89 195 14 2.9 194
Guyam I 09/1290 123 35 Toronto terms
Guyana In 05/06/93 39 17 London termns
Guyana v 05/23/96 793 Stock Naples tenns
Haiti | 05/30/95 117 13 Naples terms
Honduras 14 09/14/90 280 11 8.1 14.6
Honduras 11 10/26/92 180 11 London tenms
Honduras m 03/01/96 112 13 Naples torms 6/
Jamaica 1 07/16/84 108 15 3.9 84
Jamaica u 07/19/85 62 12 4.0 9.5
Jamaica m 03/05/87 124 15 4.9 94
Jamaica v 10/24/88 147 18 47 9.2
Jamaica v 04/26/50 179 13 48 93
Jaumaica Vi 07/19/91 127 13 60 14.5
Jamaica VI 01/25/93 291 35 50 13.5
Jordan 1 07/19/89 587 18 48 9.3
" Jordan n 02/2892 771 18 7.7 143
Jordan I 06/28/94 1,147 35 21 166 5/
Jordan v 05/23/%97 400 21 30 17.5 s/
Kenya I 01/19/94 538 - 13 78 5§/
Liberia I 12/19/80 35 18 33 78
Liberia I 12/16/81 25 18 4.1 8.6
Liberia ) 12/22/83 17 12 4.0 8.5
Liberia v 12/17/84 17 12 5.0 9.5
Madagascar I 04/30/81 140 18 s 83
Madagascar I 07/13/82 107 12 38 83
Madagascar m 03/23/84 29 18 48 10.3
Madagascar v 05/22/85 128 15 49 10.4
Madagascar v 10/23/86 212 21 4.6 9.1
Madagascar Vi 10/28/88 254 21 Toronto terms
Madagascar VI 07/10/90 139 13 Toronto terma
Madagascar Vil 03/26/97 1,247 35 Naples torms
Malawi 1 09/22/82 25 12 35 80
Malawi I 10/27/83 26 12 35 8.0
Malawi m 04/22/88 27 14 9.9 194
Mali 1 10/27/88 63 16 Toronto terms
Mali i 11/22/89 44 p13 Toronto terms
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Table 27: Reschedulings of Official Bilateral Debt, 1976-July 1997 (continued)

(Overview)
Amount
consolidated 2/

Date of (In millions Consolidation Terms 4/
Debtor Number of agreement of US. period 3/ Grace Maturity
countries Reschedulings 1/ (M/D/Y) dollars) (In months) (In years) {In years)
Mali 111 10/29/92 20 18 London terms
Mali v 05/20/96 33 Stock Naples terms
Mauritania I 04/27/85 68 15 38 83
Mauritania I 05/16/86 27 12 4.0 85
Mauritania m 06/15/87 90 14 49 144
Mauritania v 06/19/89 52 12 Toronto terms
Mauritania v 01/26/93 218 24 London terms
Mauritania Vi 06/28/95 66 36 Naples terms
Mexico H 06/22/83 1,199 6 3.0 35
Mexico n 09/17/86 1,912 5 4.0 8.5
Mexico 1 05/29/89 2,400 36 6.1 2.6
Morocco 1 10/25/83 1,152 16 3.8 73
Morocco n 09/17/85 1,124 18 3.8 83
Morocco III 03/06/87 1,008 16 47 9.2
Morocco v 10/26/88 969 i8 4.7 92
Morocco v 09/11/90 1,390 7 19 14.4
Morocco VI 02/27/92 1,303 11 g1 14.5
Mozambique I 10/25/84 283 12 3.0 10.5
Mozambique I 06/16/87 361 19 2.7 19.3
Mozambique I 06/14/90 719 30 Toronto terms
Mozambique v 03/23/93 440 24 London terms
Mozambique v 11/20/96 664 32 Naples terms
Nicaragua 1 12/17/91 722 15 London terms
Nicaragua || 03/22/95 783 27 Naples terms
Niger I 11/14/83 36 12 45 85
Niger 1 11/30/84 26 14 49 9.4
Niger I 11/21/85 38 12 3.1 9.5
Niger v 11/20/86 34 13 5.0 9.5
Niger v 04/21/88 37 13 10.0 19.5
Niger VI 12/16/38 48 12 Taronto terms
Niger VI 05/18/90 116 28 Toronto terms
Niger VIII 03/04/94 160 15 London terms
Niger X 12/18/96 128 31 Naples terms
Nigeria I 12/16/86 6,251 15 4.9 94
Nigeria 1I 03/02/89 5,600 16 4.8 93
Nigeria III 01/18/91 3,300 15 19 14.3
Panama I 09/19/85 19 16 2.8 13
Panama U 11/14/90 200 17 4.8 93
Peru | 11/03/78 420 12 20 6.5
Peru 11 07/26/83 466 12 3.0 1.5
Peru 1l 06/05/84 704 15 4.9 84
Peru v 09/17/91 5910 15 79 14.5
Peru v 05/04/93 1,527 39 6.9 134
Peru V1 07/20/96 6,724 33 1.0 18.0
Philippines 1 12/20/84 757 18 48 9.3
Philippines 1 01/22/87 862 18 47 9.2
Philippines Iil 05/27/89 1,850 25 5.5 9.0
Philippines v 06/20/91 1,096 14 7.9 14.4
Philippines v 07/19/94 10/ 586 17 79 14.4
Poland | 04/27/81 2,110 8 4.0 7.5
Poland I 07/15/85 10,930 36 5.0 10.5
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Table 27: Reschedulings of Official Bilateral Debt, 1976-July 1997 (continued)

(Overview)
Amount
consolidated 2/

Date of {In millions Consolidation Terms 4/
Debtor Number of agroement of U.S. period 3/ Grace Maturity
countries Reschedulings 1/ (M/D/Y) dollars) (In months) {In years) (In years)
Poland m 11/19/85 1,400 12 5.0 9.5
Poland v 10/30/87 9,027 12 4.5 2.0
Poland \' 02/16/90 10,400 15 83 13.8
Poland VI 04/21/91 29871 11/ Steck 6.5 18.0
Romania I 07/28/82 234 12 30 6.0
Romania 1I 058/18/83 736 12 10 6.0
Russian Federation 1 04/02/93 12/ 14,363 12 5.0 9.5 5/
Russian Federation I 06/02/94 12/ 7,100 12 2.8 153 5/
Rusgsian Federation i 06/03/95 12/ 6,400 12 28 153 &
Russian Federation v 04/29/96 12/ 40,200 39
Sencgal 1 10/12/81 75 12 4.0 8.5
Sencgal I1 11/29/82 74 12 4.3 88
Senepal I 12/21/83 72 12 4.0 8.5
Senegal v 01/18/85 122 18 38 83
Senegal v 11/21/86 65 16 4.3 9.3
Senegal VI 11/17/87 79 12 6.0 155
Senegal VII 01/23/89 143 14 Toronto terms
Sencgal VIII 02/12/90 107 12 Toronto terms
Sencgal X 06/21/91 114 12 Toronto terms
Senegal X 03/03/94 237 15 London terms
Sencgal X1 04/20/95 169 29 Naples terms
Sicrra Leone I 09/15/77 39 24 1.5 8.5
Sierra Leone il 02/08/80 37 16 42 9.7
Sierra Leone I 02/08/84 25 12 5.0 10.0
Sierra Leone v 11/19/86 86 18 4.8 9.2
Sierra Leone v 11/20/92 164 30 London terms
Sierra Leone VI 07/20/94 42 17 London terms
Sierra Leone VII 03/28/96 39 24 Naples terms
Somalia I 03/06/85 127 12 5.0 9.5
Somalia II 07/22/87 153 24 9.5 1%.0
Sudan I 11/13/79 487 21 3.0 9.5
Sudan II 03/18/82 203 18 4.5 9.5
Sudan m 02/04/83 518 12 55 15.0
Sudan v 05/03/84 249 12 6.0 15.5
Tanzania 1 09/18/86 1,046 12 5.0 9.5
Tanzania 1 12/13/88 I 6 Toronto terms
Tanzania It 03/16/90 199 12 Toranto terms
Tanzania v 01/21/92 691 30 London terms
Tanzania v 01/21/97 1,608 36 Naples terms
Togo I 06/15/79 260 21 28 83
Togoe II 02/20/81 232 24 4.0 83
Togo 111 04/12/83 300 12 50 9.5
Togo w 06/06/84 75 16 43 923
Togo v 06/24/85 27 12 50 190.5
Togo VI 03/22/88 139 15 79 153
Togo VI 06/20/89 76 14 Toronto terms
Toge Vil 07/09/90 a8 24 ‘Toronto terms
Togo IX 06/19/92 52 9 London terms
Togo X 02/23/95 237 33 Naples terms
Trinidad and Tobago I 01/25/89 209 14 49 9.4
Trinidad and Tobago II 04/27/90 110 13 50 9.5
Turkey 1 05/20/78 1,300 13 2.0 6.5
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Table 27: Reschedulings of Official Bilateral Debt, 1976-July 1997 (concluded)

(Overview)
Amount
consolidated 2/

Date of {(In millions Consolidation Terms 4/
Debtor Number of agreement of US. period 3/ Grace Maturity
countries Reschedulings 1/ (M/D/Y) dollars) (In months) (In years) (In years)
Turkey II 07/25/719 1,200 12 3.0 15
Turkey m 07/23/80 3,000 36 45 20
Uganda 1 11/18/81 30 12 45 20
Uganda H| 12/01/82 19 12 6.5 3.0
Uganda i 06/19/87 170 12 6.0 145
Uganda v 01/26/89 89 18 Toronto lerms
Uganda v 06/17/92 39 24 London terms
Uganda Vi 02/20/95 110 Stock Naples terms
Viet Nam I 12/14/93 791 - London terms
Yemen I 09/24/96 1i3 10 Naples terms
Yugoslavia 13/ I 05/22/84 500 12 4.0 6.5
Yugoslavia 13/ I 05/24/85 812 16 38 83
Yugoslavia 13/ 11 05/13/86 901 12 39 9.4
Yugoslavia 13/ v 07/13/88 1,291 15 59 9.4
Zanbia I 05/16/83 375 12 5.0 9.5
Zambia I 07/20/34 253 12 5.0 9.5
Zambia m 03/04/36 mn 12 50 9.5
Zambia 4% 07/12/90 963 18 Toronto terms
Zambia v 07/23/92 917 33 London terms
Zambia Vvl 02/28/96 566 36 Naples terms

Sources: Paris Club, and IMF staff estimates.
1/ Roman numerals indicate, for each country, the number of debt reschedulings, in the period beginning 1976.
2/ Includes debt service formally rescheduled as well as postponed maturities.

3/ In a number of cases consolidation period was extended.

4/ Terms for current maturities due on medium- and long-term debt covered by the rescheduling agreement and not rescheduled previously.
Grace and maturity are calculated from the middie of the consolidation period plus 6 months.

5/ Graduated payments schedule.

6/ Naples terms with a S0percent NPV reduction.

7/ Date of informal meeting of creditors on the terms to be applied in the bilateral reschedulings.
8/ Total value of debt restructured for Egypt in 1991 includes the cancellationof military debt by the United States.

9/ The former Yugoslav Republic of Macedonia agreed to the terms of the rescheduling, but did not sign the Agreed Minute.

10/ The 1994 rescheduling was canceled at the request of the authorities.

11/ Total value of debt restructured for Poland in 1991.

12/ Creditors net under the chairmanship of the group of participating creditor countries.

13/ Former Socialist Federal Republic of Yugosiavia,
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Glossary ¥

Agreed Minute. Paris Ciub document detailing the terms for a rescheduling between
creditors and the debtor. It specifies the coverage of debt-service payments (types of debt
treated), the cutoff date, the consolidation period, the proportion of payments to be
rescheduled, the provisions regarding any down payment, and the repayment schedules for
rescheduled and deferred debt. Creditor governments commit to incorporate these terms in the
bilateral agreements negotiated with the debtor government that implements the Agreed
Minute. Paris Club creditors will only agree to reschedulings with countries that have an IMF
upper credit tranche arrangement (SBA, EFF), SAF/ESAF, or Rights Accumulation

Program (RAP).

Arrears. Unpaid or overdue payments. In the context of export credits, arrears are overdue
payments by borrowers that have not vet resulted in claims on export credit agencies.

Berne Union (International Union of Credit and Investment Insurers). An association
founded in 1934, of export credit insurance agencies, all participating as insurers and not as
representatives of their governments. The main purposes of the Union are to work for sound
principles of export credit insurance and mamtenance of discipline in the terms of credit in
international trade. To this end, members exchange information and furnish the Union with
information on their activities, consult with each other on a continuing basis, and cooperate
closely.

Bilateral agreements. Agreements reached bilaterally between the debtor country and
agencies in each of the creditor countries participating in a Paris Club rescheduling. These
agreements put into effect the debt restructuring set forth in the Agreed Minute and are legally
the equivalent of new loan agreements,

Bilateral crediters. The creditors are governments. Their claims are loans extended, insured,
or guaranteed by governments or official agencies, such as export credit agencies. Certain
official creditors participate in debt reschedulings under the aegis of the Paris Club.

Bilateral deadline. In the context of Paris Club reschedulings, the date by which all bilateral
agreements must be concluded. It is set in the Agreed Minute and is typically around six
months later, but it can be extended upon request.

Bilateral debt. Loans extended by a bilateral creditor.

Brady Plan. Approach adopted in the late 1980s to restructure debt to commercial banks
which emphasizes voluntary market-based debt and debt-service reduction operations

**For a more expanded-glossary, see “Debt Stocks, Debt Flows, and the Balance of
Payments”, BIS, IMF, World Bank, OECD, Basle, Washington, and Paris, 1994.
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(DDSR). The main feature of the DDSR operations is the menu of options offered to
creditors, which consists of some combination of a buy-back at a significant discount, and the
issuance of “Brady bonds” by the debtor country in exchange for banks' claims. Such
operations complement countries' efforts 1o restore external viability through the adoption of

medium-term structural adjustment programs supported by the IMF and other multilateral and
official bilateral creditors.

Buy-back. The purchase by a debtor of its own debt, usually at a substantial discount. The
debtor reduces its obligations while the creditor receives a once and for all payment. Although
in apparent contravention of standard commercial bank loan agreements, some debtors have
bought back their own debt on the secondary market.

Buyers' credit. A financial arrangement in which a bank or financial institution, or an export
credit agency in the exporting country, extends a loan directly to a foreign buyer or to a bank
in the importing country to finance the purchase of goods and services from the exporting
country.

Cancellation of a loan. An agreed reduction in the undisbursed balance of a loan
commitment.

Capitalized interest. Scheduled interest payments which are converted, through an
agreement made with the creditor, into disbursed and outstanding debt. Rescheduling
agreements frequently provide for the capitalization of some percentage of interest due during
the consolidation period.

Capitalization of moratorium interest option. Option under concessional Paris Club
reschedulings where creditors effect the required NPV debt relief through a reduction in the
applicable interest rate {but a lower reduction than in the debt service reduction option) and
with a partial capitalization of moratorium interest. Creditors choose this option only rarely.
(See concessional reschedulings).

Claims payments. Payments made to exporters or banks, after the claims-waiting period, by
an export credit agency on insured or guaranteed loans, when the original borrower or

borrowing-country guarantor fails to pay. This is recorded by the agencies as an unrecovered
claim.

Claims-waiting period. The period that exporters or banks must wait after arrears occur
before the export credit agency will pay on the corresponding claim.

Cofinancing. The joint or paralle! financing of programs or projects through loans or grants
to developing countries provided by commercial banks, export credit agencies, or other
official institutions in association with other agencies or banks, or the World Bank and other
multilateral financial institutions.
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Commercial credit. In the context of the Paris Club, loans originally extended on terms that
do not qualify as ODA credits. These are typically export credits on market terms or have a
relatively small grant element,

Commercial Interest Reference Rates (CIRRs). A set of currency-specific interest rates for
major OECD countries. These rates are determined monthly based on the secondary market
yield on government bonds with a residual maturity of five years.

Commercial risk. In the context of export-credits, the risk of nonpayment by a nonsovereign
or private-sector buyer or borrower in his home currency arising from default, insolvency,
and/or failure to take up goods that have been shipped according to the supply contract
(contrasted with transfer risk arising from an inability to convert local currency into the
currency in which the debt is denominated, or broader political risk).

Commitment. In the context of export-credits, a firm obligation by an export credit agency to
lend, guarantee, or insure resources of a specified amount under specified financial terms and
conditions and for specified purposes for the benefit of a specific importer, either globally or
to entities in a specific country, expressed in an agreement or equivalent contract.

In the context of data reported by export credit agencies, the total amount of loans excluding
amounts that are in arrears or on which claims have been paid. Usually includes principal and
contractual interest payable by the importing country on disbursed and undisbursed credits,
and sometimes includes not only liabilities of the agency but also uninsured parts of the loan.
Therefore, "commitments" are almost always larger than the face value of the loan, and
sometimes larger than the agency's total exposure.

Commitment charge (or fee). This is the charge made for holding available the undisbursed
balance of a loan commitment. Typically it is a fixed rate charge (for example, 1.5 percent per
annum) calculated on the basis of the undisbursed balance.

Comparable treatment. An understanding in a debt restructuring agreement with the Paris
Club creditors that the debtor will secure at least equivalent debt relief from other creditors.

Completion point. In the context of the HIPC Initiative, a point at which the country
concerned completes a second (generally) three-year track record of good performance under
adjustment programs supported by the IMF and the World Bank after reaching the decision
point. Additional measures committed at the decision point will be implemented to assist the
country to reach a sustainable level of debt at that time.

Concessionality level. See grant element.
Concessional rescheduling. Rescheduling of debt with partial debt reduction. In the context

of the Paris Club, concessional rescheduling terms have been granted to low-income countries
since October 1988 with a reduction in the net present value of eligible debt (NPV) of up to
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1/3 (Toronto terms); since December 1991 with an NPV reduction of up to ¥ (London terms
or “enhanced concessions” or “enhanced Toronto” terms); and since January 1995 with an
NPV reduction of up to 2/3 (Naples Terms). In the context of the HIPC Initiative, creditors
agreed in November 1996 to increase the NPV reduction up to 80 percent (Lyon terms). Such
reschedulings can be in the form of flow reschedulings or stock-of-debt operations. While the
terms (grace period and maturity) are standard, creditors can choose from a menu of options
to implement the debt relief. For full details, see Table 15, Chapter V.

Consensus. See OECD Consensus.

Consolidated amounts or consolidated debt. The debt service payments and arrears, or
debt stock, rescheduled under a Paris Club rescheduling agreement.

Consolidation period. In Paris Club rescheduling agreements, the period in which debt-
service payments to be rescheduled (the “current maturities consolidated™) have fallen or will
fall due. The beginning of the consolidation period may precede, coincide with or come after
the date of the Agreed Minute. The end of the consolidation period is generally the end of the
month in which the IMF arrangement expires, on the basis of which the rescheduling takes
place. -

Cover. Provision of export credit guarantee/insurance against risks of payments delays or
nonpayments relating to export transactions. Cover is usually, though not always, provided
both for commercial risk and for political risk. In most cases, cover is not provided for the full
value of future debt-service payments; the percentage of cover typically is between 90 and

95 percent. (See also quantitative limits).

Coverage. In the context of rescheduling agreements, the debt service or arrears rescheduled.
Comprehensive coverage implies the inclusion of most or all eligible debt service and arrears.

Credit guarantee. Commitment by an export credit agency to reimburse a lender if the
borrower fails to repay a loan, The lender pays a guarantee fee. While guarantees could be
unconditional, they usually have conditions attached to them, so that in practice there is little
distinction between credits that are guaranteed and credits that are subject to insurance.

Credit insurance. The main business of most export credit agencies is insurance of finance
provided by exporters or commercial creditors (though some major agencies lend on their
own account). Insurance policies provide for the export credit agency to reimburse the lender
for losses up to a certain percentage of the credit covered and under certain conditions.
Lenders or exporters pay a premium to the export credit agency. Insurance policies typically
protect the lender against political or transfer risks in the borrowing country which prevent the
remittance of debt service payments.
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Current maturities. In the context of rescheduling agreements, principal and interest
payments falling due in the consolidation period.

Cutoff date. The date (established at the time of a country’s first Paris Club rescheduling)
before which loans must have been contracted in order for their debt service to be eligible for
rescheduling. New loans extended after the cutoff date are protected from future rescheduling
(subordination strategy). In exceptional cases, arrears on post-cutoff date debt can be deferred
over short periods of time in rescheduling agreements.

De minimis creditors (or clause). Minor creditors that are exempted from debt restructuring
to simplify implementation of the Paris Club rescheduling agreements. Their claims are
payable in full as they fall due. An exposure limit defining a minor creditor is defined in each
Agreed Minute, typically ranging from SDR 250,000 to SDR 1 million of consolidated debt.

Debt and debt service reduction (DDSR) operations. Debt restructuring agreements
typically between sovereign states and consortia of commercial bank creditors involving a
combination of buy-back, and exchange of eligible commercial debt for financial instruments
at a substantial discount (simple cash buy-back) or for new bonds featuring a net present value
reduction. In some instances, the principal portion of new financial instruments is fully
collateralized with U.S. Treasury zero-coupon bonds, while interest obligations are also
partially secured. DDSR agreements are characterized by a “menu approach”, allowing
individual creditors to select from among several DDSR options. Under the Brady Plan of
March 1989, some of these arrangements have been supported by loans from official

creditors.

Debt-equity swap. An arrangement which results in the exchange of debt claims, usuaily at a
discount, for equity in an enterprise. An investor purchases title to a foreign-currency-
denominated debt in a secondary market at a substantial discount. Under the debt/equity swap
program, the debtor country government will exchange the debt for local currency at face
value (with the government normally retaining some funds as a means of capturing a portion
of the secondary market discount). The investor will then carry out an approved equity
investment project. The difference between the face value and the market value of the debt
provides an incentive to the investor. The debtor country government, on its part, must be
prepared to spend the financial resources in domestic currency to retire debt.

Debt-for-development swap. Financing part of a development project by the exchange of a
foreign-currency-denominated debt for local currency, typically at a substantial discount. The
process normally involves a foreign nongovernmental organization (NGO) which purchases
the debt from the original creditor at a substantial discount using its own foreign currency
resources, and then resells it to the debtor country government for the local currency
equivalent (resulting in a further discount). The NGO in turn spends the money on a
development project, previously agreed upon with the debtor country government.
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Debt-for-nature swap. Similar to a debt for development swap, except that the funds are
used for projects that improve the environment.

Debt forgiveness or debt reduction. The extinction of a debt, in whole or in part, by
agreement between debtor and creditor. Debt reduction in the context of concessional

reschedulings from the Paris Club is applied to the net present value of eligible debt.

Debt reduction option. Option under concessional Paris Club reschedulings where creditors
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the consolidated amount. A commercial interest rate and standard repayment terms apply to
the remaining amounts. (See concessional reschedulings). For precise terms see Table 3,
Chapter V.

Debt refinancing. Procedure by which overdue payments or future debt-service obligations
on an officially-supported export credit are paid off using a new "refinancing” loan. The
refinancing loan can be extended by the export credit agency, by a governmental institution, or
by a commercial bank, and in the latter case will carry the guarantee of the export credit
agency.

Debt rescheduling. See Rescheduling.

Debt restructuring. Any action by a creditor that alters the terms established for repayment
of debt in a manner that provides for smaller near-term debt service obligations (debt relief).
This includes rescheduling, refinancing, debt and debt service reduction operations, buy-backs,
and forgiveness.

Debt service(-to-exports) ratio. A key indicator of a country’s debt burden. Scheduled debt
service (interest and princtpal payments due) during a year expressed as a percentage of
exports (typically of goods and non-factor services) for that year.

Debt service reduction option. Option under concessional Paris Club reschedulings where
creditors effect the required debt relief in net present value terms through a reduction in the
applicable interest rate. (See concessional reschedulings). For precise terms, see Table 15, of
Chapter V.

Debt sustainability. As defined in the context of the HIPC Initiative, the position of a
country when (i) the net present value (NPV) of (public and publicly guaranteed) debt-to-
exports ratio and (i) the debt service-to-exports ratio are below certain country-specific target
levels within ranges of 200-250 percent and 20-25 percent, respectively. The specific
sustainability targets in the above ranges are set for each country in light of the country-
specific vulnerability factors, such as the concentration and variability of exports, and with
particular attention to the fiscal burden of external debt service. And, (iii) for highly open
economies (indicated by an exports-to-GDP ratio of at least 40 percent) making a strong fiscal



effort (expressed by a fiscal revenue-t0-GDP ratio of at least 20 percent) the country-specific
target for the NPV of debt-to-exports ratio is selected at a level consistent with meeting an
NPV of debt-to-revenue ratio of 280 percent.
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undertaken by the staffs of the IMF and the World Bank and the country concerned, in
consultation with creditors. A country’s eligibility for support under the HIPC Initiative is
determined on the basis of a DSA.

Decision point. In the context of the HIPC Initiative, point at which a country’s eligibility for
assistance under the HIPC Initiative is determined based on the debt sustainability analysis. In
order to reach a decision point, a country needs to establish a strong track record in the
context of a three-year adjustment program supported by IMF and the Worid Bank while
receiving flow rescheduling on Naples terms from Paris Club creditors and comparable
treatment from other official bilateral and commercial creditors. The international community
enters into a commitment at the decision point to deliver assistance at the completion point
provided the debtor adheres to its policy commitments.

Deferred payments. In the context of Paris Club reschedulings, obligations that are not
consolidated but postponed nonconcessionally, usually for a short period of time, as specified
in the Agreed Minute.

Development Assistance Committee (DAC) of the OECD. Established in 1960 as the
Development Assistance Group with the objective to expand the volume of resources made
available to developing countries and to improve their effectiveness. The DAC periodically
reviews both the amount and nature of its members’ contributions to aid programs, both
bilateral and multilateral. The DAC does not disburse assistance funds directly but is
concerned instead with the promotion of increased assistance efforts by its Members. The
members of the DAC are: Australia, Austria, Belgium, Canada, Denmark, Finland, France,
Germany, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway,
Portugal, Spain, Sweden, Switzerland, the United Kingdom, the United States and the
Commission of the European Communities,

DRS (Debtor Reporting System). Statistical reporting system maintained by the World Bank
to monitor the debt of developing countries based on reports from debtor countries. Basis for
the annual World Bank report on Global Development Finance (formerly World Debt
Tables).

EFF (Extended Fund Facility). An IMF lending facility established in 1974 to assist
member countries in overcoming balance of payments problems that stem largely from
structural problems and require a longer period of adjustment. A member requesting an
extended arrangement outlines its objectives and policies for the whole period of the
arrangement (typically 3 years) and presents a detailed statement each year of the policies and
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measures to be pursued over the next 12 months. The phasing and performance criteria are
comparable to those of stand-by arrangements, although phasing on a semiannual basis is
possible. Countries must repay EFF resources over 10 years including a grace period of 4'%
years (see Stand-by Arrangement).

Effectively rescheduled debt. The proportion of total payments covered by a rescheduling
agreement that is rescheduled or deferred until after the consolidation period.

Eligible debt or debt service. In the context of the Paris Club, debt that can be rescheduled,
namely debt contracted before the cut-off date with maturities of one year or longer.

Enhanced concessions (or enhanced Toronto terms). See concessional rescheduling.

Enhanced Structural Adjustment Facility (ESAF). See structural adjustment facility
(SAF).

ESAF-HIPC Trust. Trust established by the IMF in February 1997 to provide assistance to
the countries deemed eligible for assistance under the HIPC Initiative by the Boards of the
IMF and the World Bank. Through this trust the IMF will provide grants (or in exceptional
circumstances highly concessional loans) that will be used to retire a country’s obligations
falling due to the IMF after the completion point.

Escrow accounts. Accounts in offshore banks (outside the debtor country) through which a
portion of the export proceeds of a debtor is channeled. Typically involve balances of one year
to cover future debt-service payments. Creditors whao are the beneficiaries of such accounts
thus obtain extra security for their loans and effective priority on debt service.

Export credit. A loan extended to finance a specific purchase of goods or services from
within the creditor country. Export credits extended by the supplier of goods are known as
suppliers credits; export credits extended by the supplier’s bank are known as buyers credits.
(See also officially-supported export credits).

Exposure. In the context of export credits, the total amount of debt of a country held by an
export credit agency, including commitments, arrears, and unrecovered claims. Implicitly, a
measure of the total possible financial cost to the agency of a complete default by the
borrowing country.

Flow rescheduling. In the context of the Paris Club, the rescheduling of specified debt service
falling due during the consolidation period, and, in some cases, of specified arrears
outstanding at the beginning of the consolidation period. (See stock-of-debt operation).

Goodwill clause. Clause used in Paris Club agreements under which creditors agree in
principle, but without commitment, to consider favorably subsequent debt relief agreements
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for a debtor country that remains in compliance with the rescheduling agreement as well as its
IMF arrangement and that has sought comparable debt relief from other creditors. The clause
can be for a future flow rescheduling or a stock-of-debt operation.

Grace period and maturity. During the grace period of a loan, no principal repayments
(amortization) need to be made, only interest payments are due. Maturity refers to the total
repayment period, including the grace period. In the context of Paris Club reschedulings,
periods until the first and last payment dates are measured typically from the mid-point of the
consolidation period.

Graduated payments (or “blended payments”). In the context of Paris Club rescheduling, the
term refers to a repayment schedule where principal repayments (and therefore total
payments) gradually increase over the repayment period reflecting an expected improvement
in the repayment capacity of a debtor country. Creditors have made increasing use of the
graduated payments, replacing flat payment schedules where equal amounts of principal
repayments were made over the repayment period: from the creditor perspective, graduated
payments provide for principal repayments starting earlier and from the debtor perspective,
they avoid a large jump in debt service falling due.

Grant element. Measure of concessionality of a loan, calculated as the difference between the
face value of the loan and the sum of the discounted future debt-service payments to be made
by the borrower expressed as a percentage of the face value of the loan.

Grant-like flows. Transactions involving the sale of commodities against payment in the
recipient country’s currency or loans in a foreign currency repayable in the recipient country’s
currency. These transactions are treated as grants in the OECD/DAC statistics because their
repayment does not require a flow of foreign currency across the exchanges. They are
nevertheless counted as external debt, since the creditor is nonresident and subsequent use of
the repayments by the creditor involves forgoing the corresponding inflow of foreign
exchange.

Heavily indebted poor countries (HIPCs). Group of 41 developing countries established for
analytical purposes in 1995: includes 32 countries with a 1993 GNP per capita of $695 or less
and 1993 present value of debt to exports higher than 220 percent or present value of debt to
GNP higher than 80 percent (severely indebted low-income countries in the World Bank
classification). Also includes 9 countries that have received concessional reschedulings from
Paris Club creditors (or are potentially eligible for such rescheduling).

Helsinki package. Agreement reached in 1978 by OECD participants of the Consensus
limiting the use of tied-aid credits in certain countries to projects that would not be
commercially viable without an aid element. The agreement also set up mechanisms for
implementing the new rules.
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HIPC Initiative. Framework for action to resolve the external debt problems of heavily
indebted poor countries (HIPCs) that was developed jointly by the IMF and the World Bank
and was adopted in the fall of 1996. The Initiative envisages comprehensive action by the
international financial community, including multilateral institutions, to assist eligible HIPCs
achieve debt sustainability, provided a country builds a track record of strong policy
performance.

HIPC Trust Fund. Trust Fund administered by IDA to provide debt relief through grants to
eligible HIPCs on debt owed to participating multilaterals. It will either prepay, or purchase a
portion of the debt owed to a multilateral creditor and cancel such debt, or pay debt service as
it comes due. The HIPC Trust Fund receives contributions from participating multilateral
creditors and from bilateral donors. Contributions can be earmarked for debt owed by a
particular debtor or to a particular multilateral creditor. Donors can also provide
contributions to an unallocated pool and would participate in decisions regarding the use of
these unallocated funds. The Trust Fund allows multilateral creditors to participate in the
Trust Fund in ways consistent with their financial policies and aims to address the resource
constraints for certain muitilateral creditors. (See also ESAF HIPC Trust).

Houston terms. See lower middle-income country terms.

IMF arrangement. Agreement between the IMF and a member—country based on which the
IMF provides financial assistance to a member—country seeking to redress balance of
payments problems and to help cushion the impact of adjustment. Nonconcessional resources
are provided mainly under Stand-by Arrangements (SBA) and the Extended Fund Facility
{EFF), and concessional resources are provided under the Enhanced Structural Adjustment
Facility (ESAF).

Implementing agreements. See bilateral agreements.

Interest rate swap. An agreement to swap the debt-servicing liability of a loan with a fixed
interest rate with that of a loan with a variable interest rate. For example, a government of a
developing country may be able to borrow at comparatively better terms at variable rates than
at fixed rates, while for an enterprise in an industrialized country the inverse may be true. Each
may prefer its liabilities in the other form, they therefore borrow and arrange a swap.
Normally, the differential in the rates is insured with a broker to protect the more sound
borrower,

International Development Association (IDA). IDA is the concessional lending arm of the
World Bank Group. IDA assistance is available to low-income member countries.

Late interest. Interest accrued on principal and interest in arrears.



-98 - APPENDIX III

London Club. A group of commercial banks that join together to negotiate the restructuring
of their claims against a particular sovereign debtor. There is no organizational framework for
the London Club comparable to that of the Pans Club.

London terms. See concessional rescheduling.

Long-maturities option. In the context of the Paris Club, a nonconcessional option in
concessional reschedulings under which the consolidated amount is rescheduled over a long
period of time but without a reduction in the net present value of the debt.

Low-income countries. In the context of the Paris Club, countries eligible to receive
concessional terms. The Paris Club decides eligibility on a case-by-case basis, but these
include only countries eligible to receive highly concessional IDA credits from the World
Bank. In the context of the World Bank classification, low—income countries are those with a
GNP per capita income of no more than $765 in 1995.

Lower middle-income country terms (LMIC). In the context of the Paris Club, refers to the
rescheduling terms granted, since September 1990, to lower middle-income countries. These
terms are nonconcessional, and provided originally for flat repayment schedules, but in recent
years often graduated payment schedules have been agreed for commercial credits with up to
18 year maturities, including a grace period of up to 8 years. ODA credits are rescheduled
over 20 years including a grace period of up to 10 years. This set of rescheduling terms also
includes the limited use of debt swaps on a voluntary basis.

Lyon terms. See concessional rescheduling.
Maturity. Grace period plus repayment peried. See grace period and maturity.

Middle-income countries. In the context of the Paris Club, countries not considered lower
middle-income or low-income. These countries receive nonconcessional rescheduling
terms—originally with flat repayment schedules, but in the 1990s increasingly with graduated
payments schedules up to 15 years maturity and 2-3 years grace period for commercial
credits. ODA credits are rescheduled over 10 years, including 56 years’ grace.

In the context of the World Bank classification, middle-income countries are those with a
GNP per capita income in 1995 between $766 and $9,386.

Mixed credits. Credits containing an aid element, either in the form of a grant or of a
subsidized interest rate,

Moratorium interest. Interest charged on rescheduled debt. In the Paris Club, the
moratorium interest rate is negotiated bilaterally by the borrowing country with each
individual creditor and therefore, differs from one creditor to the next. In the London Club,
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where all creditors are deemed to have access to funds at comparable rates, the moratorium
interest rate applies equally to all rescheduled obligations under a given agreement.

Multilateral creditors. These creditors are multilateral institutions such as the IMF and the
World Bank, and other multilateral development banks.

Multi-year rescheduling agreements (MYRA). Agreements, granted by official creditors,
that cover consolidation periods of two or more years in accordance with multi-year IMF
arrangements such as EFFs and ESAFs. They are implemented through a succession of
shorter consolidations (tranches) that are implemented after certain conditions specified in the
Agreed Minute are satisfied. The conditions generally include full implementation to date of
the rescheduling agreement and the continued implementation of the IMF arrangements.

Naples terms. See concessional rescheduling.
Net (capital) flows. Loan disbursements minus principal repayments during the same period.

Net present value (NPV) of debt. The discounted sum of all future debt-service obligations
(interest and principal) on existing debt. Whenever the interest rate on a loan is lower than the
discount rate, the resulting NPV of debt is smaller than its face value, with the difference
reflecting the grant element. The discount rates used in the context of the HIPC Initiative
reflect market interest rates.

Net present value (NPV) of debt-to-exports ratio. Net present value (NPV) of debt as a
percentage of exports (usually of goods and nonfactor services).

Net (capital) transfers. Loan disbursements minus debt-service payments (principal
repayment and interest) during the same perjod.

Non-consolidated debt. This is debt that is wholly or partly excluded from rescheduling. It

has to be repaid on the terms on which it was originally provided, unless creditors agree to
defer it.

OECD. Organization for Economic Cooperation and Development.

OECD Consensus. Formally the "Arrangement on Guidelines for Officially Supported Export
Credits", a framework of rules governing export credits agreed by members of the OECD's
export credit group.

OECD Export Credit and Credit Guarantees Group, OECD Trade Committee. A forum
in which 22 OECD member countries participate in the Arrangement on Guidelines for
Officially Supported Export Credits (the Consensus). Turkey and Mexico also attend this
Group as observers. Aside from coordinating export credit terms, the OECD Export Credit
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Group has also served as a forum for exchange of information on debtor country situations
and agencies' practices; at the meetings of the Group the governmental authorities of the
agencies are represented.

Official creditors. Public sector lenders. Some are multilateral, namely, international financial
institutions such as IMF, World Bank and regional development banks. Others are bilateral,
namely, agencies of individual governments (including central banks) such as export credit
agencies.

Official development assistance (ODA). Flows of official financing defined by the OECD to
meet the following test: (a) its main objective is the promotion of the economic development
and welfare of the developing countries and, (b} it is concessional in character and contains a
grant element of at least 25 percent (using a fixed discount rate of 10 percent). ODA is
provided to developing countries and to multilateral institutions by OECD/DAC members and
other countries through their official agencies, including state and local governments, or by
their executive agencies; ODA is also provided to developing countries by multilateral
institutions. Lending by export credit agencies--with the pure purpose of export promotion--is
excluded.

Official development finance (ODF). Total official flows to developing countries excluding
officially supported export credits (the latter are regarded as primarily trade-promoting rather
than development-oriented). Comprises official development assistance (ODA) and other
official development finance flows.

Official export credit agency (ECA). An agency within a creditor country that provides
loans, guarantees, or insurance to finance the specific purchase of goods for export. (See
officially-supported export credits).

Officially-supported export credits. Loans or credits to finance the export of goods and
services for which an official export credit agency (ECA) in the creditor country provides
guarantees, insurance, or direct financing. The financing element—as opposed to the
guarantee/insurance element—may derive from various sources. It can be extended by an
exporter (suppliers' credit), or through a commercial bank in the form of financial trade-
related credit provided either to the supplier (also suppliers' credit) or to the importer (buyers'
credit). It can also be extended directly by an ECA of the exporting countries, usually in the
form of medium-term finance as a supplement to resources of the private sector, and generally
for export promotion for capital equipment and large-scale, medium-term projects. Under
OECD Consensus rules covering export credits with a duration of two years or more, up to
85 percent of the export contract value can be financed.

Other official development flows (other ODF). Development-oriented official flows that do
not qualify as official development assistance (ODA). Bilateral “other” ODF includes mainly
refinancing loans and the capitalization of interest in debt restructuring agreements.
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Paris Club. Informal group of creditor governments mainly from OECD countries that has
met on a regular basis in Paris since 1956 to reschedule bilateral debts; the French Treasury
provides the Secretariat. Creditors meet with a debtor country in order to reschedule its debts
as part of the international support provided to a country that is experiencing debt-servicing
difficulties and is pursuing an adjustment program supported by the IMF. The Paris Club does
not have a fixed membership and its meetings are open to all official creditors that accept its
practices and procedures. The group of core creditors are mainly OECD member countries,
but other creditors attend as relevant for a debtor country.

Political risk. The risk of borrower country government actions which prevent, or delay, the
repayment of export credits. Many export credit agencies also include under political risk such
events as war, civil war, revolution, or other disturbances which prevent the exporter from
performing under the supply contract or the buyer from making payment. Some also include
physical disasters such as cyclones, floods, or earthquakes.

Post-cutoff date debt. See cutoff date.

Premium. In the context of export credits, the amount paid, usually in advance, by insured
lenders as the price of the insurance. An important source of income for export credit
agencies.

Previously rescheduled debt (PRD). Debt that has been rescheduled on a prior occasion.
This type of debt was generally excluded from further rescheduling in both the Paris and the
London Club until 1983. Since then however, previously rescheduled debt frequently has been
rescheduled again for countries facing acute payments difficulties.

Provisioning. Allowance made in some export credit agencies' accounts for the financial cost
of possible losses on their exposure. Some agencies provision on all new business; some reject
the idea of provisioning against political risk, maintaining that all sovereign debt will
ultimately be repaid.

Quantitative (or cover) limits. Mechanisms by which export credit agencies restrict the
amount of cover offered to a particular country. Could, for example, take the form of limits on
the total cover for a country or on the amount of cover offered for individual transactions.

The limit set is an important means of limiting exposure to countries considered to be risky.

RAP (Rights Accumulation Program). An IMF program of assistance established in 1990
whereby a member country with long overdue obligations to the IMF, while still in arrears,
may accumulate “rights” toward a future disbursement from the IMF on the basis of a
sustained performance under a Fund-monitored adjustment program. Countries incurring
arrears to the IMF after end-1989 are not eligible for assistance under this program. Rights
accumulation programs adhere to the macroeconomic and structural policy standards
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associated with programs supported by Extended (EFF) and Enhanced Structural Adjustment
Facility (ESAF), and performance is monitored, and rights accrue, quarterly.

Recoveries. Repayments made to export credit agencies by borrowing countries after
agencies have paid out claims to exporters or banks on the loans concerned.

Refinancing. See debt refinancing.

Reinsurance. Reinsurance by export credit agencies of amounts originally insured by a
private sector insurer or commercial bank (some large official agencies are also providing
reinsurance for smaller official agencies). For example, a private insurer might keep the
commercial risk of a loan on its own books, but seek reinsurance against specific political
risks.

Repayment period(credit) period. The pertod during which repayments under the financing
are due to be made; this period usually starts after the end of performance under the
commercial contract.

Rescheduling. Debt restructuring in which specified arrears and future debt service (falling
due during the consolidation period) are consolidated and form a new loan with terms defined
at the time of the rescheduling. Rescheduling debt is one means of providing a debtor with
debt relief through a delay and, in the case of concessional rescheduling, a reduction in debt-
service obligations. For official bilateral creditors, the main forum for negotiating debt
rescheduling is the Paris Club. Rescheduling is typically provided by the international financial
community in order to support a debtor country’s economic adjustment program.

Rescheduling agreement. An agreement between a creditor, or a group of creditors and a
debtor to reschedule debt. The agreement may also include other debt restructuring strategies
such as write-offs or swaps.

Short-term commitments or credits. Commitments which provide for repayment within a
short period, usually six months (though some export credit agencies define short-term credits
as those with repayment terms of up to one or two years). Usually relating to sales of
consumer goods and raw materials, and usually taking the form of policies for whole-
turnover/comprehensive coverage. Short-term debt in the context of the Paris Club has a
maturity of under and up to one year.

Special accounts. In the context of the Paris Club, deposits into special accounts were first

" introduced in 1983 for debtor countries that had a history of running into arrears. After the
signing of the Agreed Minute, the debtor makes monthly deposits into an earmarked account
at the central bank of one of the creditor countries. The deposit amounts are roughly equal to
the moratorium interest that is expected to fall due on the rescheduled debt owed to all Paris
Club creditors combined and any other payments falling due during the consolidation period.
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The debtor then draws on the deposited funds to make payments as soon as the bilateral
agreements with the individual Paris Club creditors are signed and as other payments fall due.

Standard terms. See middle income countries.

Stand-by Arrangement (SBA). An IMF lending facility established in 1952 through which a
member country can use IMF financing up to a specified amount to overcome balance of
payments difficulties of a short-term or cyclical character. Installments are normally phased on
a quarterly basis, with their release conditional upon meeting performance criteria and the
completion of periodic reviews. Performance criteria generally cover credit policy,
government or public—sector borrowing requirements, trade and payments restrictions, foreign
borrowing, and reserve levels. These criteria allow both the member and the IMF to assess
progress in policy implementation and may signal the need for further corrective policies.
Stand-by arrangements typically cover a 12-18 month period (although they can extend up to
3 years). Repayments are to be made over 5 years including a grace period of 3 1/4 years.

Standstill. This is an interim agreement between a debtor country and its commercial banking
creditors that principal repayments of medium-and long-term debt will be deferred and that
short term obligations will be rolled over, pending agreement on a debt reorganization. The
objective is to give the debtor continuing access to a minimum of trade-related financing while
negotiations take place and to prevent some banks from abruptly withdrawing their facilities at
the expense of others.

Stock-of-debt operation. In the context of the Paris Club, rescheduling of the eligible stock
of debt outstanding. These were granted for Egypt and Poland in 1991, and, partially, for
Russia and Peru in 1996, and are being implemented for low-income countries under Naples
Terms (see concessional reschedulings) provided that certain conditions are met (the debtor
country has implemented earlier fitow rescheduling agreements for at least 3 years and has an
appropriate arrangement with the IMF; all creditors choose a concessional rescheduling
option). Six countries have received stock—of-debt operations on Naples terms during
1995-mid 1997 (Benin, Bolivia, Burkina Faso, Guyana, Mali, and Uganda).

Structural Adjustment Facility (SAF)/Enhanced Structural Adjustment Facility
(ESAF). The Structural Adjustment Facility (SAF), established in 1986 and no longer
operational, and the Enhanced Structural Adjustment Facility, established in 1987 and
extended and enlarged in 1993, are the concessional loan windows of the IMF. These facilities
are available to low-income member countries facing protracted balance of payments
problems, and provide resources at an annual interest rate of 0.5 percent and repayable over
10 years, including 5 year’s grace.

Subordination strategy. Policy of Paris Club creditors that loans extended after the cutoff
date are not subject to rescheduling; therefore, pre-cutoff date loans are effectively
subordinated to new lending.
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Suppliers’ credit. A financing arrangement under which an exporter extends credit to the
buyer in the importing country.

Terms-of-reference rescheduling. Paris Club rescheduling involving only a small number of
creditors. Typically this does not require a rescheduling meeting between the debtor country
and its creditors, with the agreement being reached through an exchange of letters.

Tied-aid loans. Bilateral loans that are linked to purchases from the country providing the
loans. '

Toronto Terms. See concessional rescheduling.

Transfer risk. The risk that a borrower will not be able to convert local currency into foreign
exchange, and so will be unable to make debt-service payments in foreign currency. The risk
would usually arise from exchange restrictions imposed by the government in the borrower's

country. This is a particular kind of political risk.

Uncovered claims. See claims payment.



