
DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

MASTER FILES 
ROOM C-525 0450 SMi97/247 

CONTAINS CONFIDENTIAL 
INFORMATION 

September 26, 1997 

To: Members of the Executive Board 

From: 

Subject: 

The Secretary 

Official Financing for Developing Countries 

Attached for the information of the Executive Directors is a background paper on offtcial 
financing for developing countries. It is planned to publish this paper in the World Economic 
and Financial Surveys series atler the AmmaI Meetings, 

Mr. Boote (ext. 34508) or Ms. D. Ross (ext. 37188) is available to answer technical or factual 
questions relating to this paper. 

Att: (1) 

Other Distribution: 
Department Heads 





CONTAINS CONFIDENTIAL 
INFORMATION 

I. 

II. 

III. 

IV. 

V. 

INTERNATIONAL MONETARY FUND 

Policy Development and Review Department 

Otllcial Financing for Developing Countries 

Approved by Jack Boorman 

September 25, 1997 

Contents Page 

IntroductionandSummary........................................... 4 

New Official Financing Flows to Developing Countries 10 

Recent Developments in Export Credits 
A. Total Export Credits 
B. Financial Performance of Export Credit Agencies 
C. New Commitments and Cover Policy for Selected Countries 
D. Market Developments and Institutional Changes 

19 
21 
26 
29 
30 

Financing from Multilateral Institutions 32 
A. Recent Trends in Multilateral Lending 32 
B. Multilateral Debt Service 35 
C. Multilateral Debt 41 
D. LendingTerms ., . . . __ 47 

Debt Restructuring by Official Bilateral Creditors 51 
A. Paris Club Reschedulings-August 1995 to July 1997 51 
B. Recent Debt Restructuring with Non-Paris Club Bilateral Creditors 61 

Text Boxes 
1. Data Sources and Definitions for Official Financing Flows 
2. Guiding Principles of Aid Disbursement Policies 
3. Coverage of Multilateral Institutions 
4. Multilateral Institutions’ Support for Private Sector Development 
5. Nontraditional Financial Instruments Used by Multilateral Institutions 
6. Rescheduling Agreement with the Russian Federation in April 1996 
7. Rescheduling Agreement with Peru in July 1996 

: ‘20 5 

34 
49 
50 
57 
58 



-2- 

8. Naples Terms Flow Rescheduling Agreements Since August 1995 60 
9. Stock-of-Debt Operations on Naples Terms . 62 
10. Paris Club “Lyon” Terms 63 

Charts 
1. 
2. 

3. 
4. 
5. 
6. 

7. 
8. 
9. 

10. 

11. 

12. 

13. 

Direction of Net Official Flows in 1995/96 
Net Official Development Finance (ODF) Flows to Developing 

Countries,1990-96 .._...,,....._.._.........__,,_.._... 
Net ODA Disbursements, 1990-96 
Net ODA Disbursements by Major DAC Donors, 1996 
Export Credit Exposure, 1988-96 
Twenty Main Recipients of Export Credits Among Developing 

Countries and Countries in Transition, 1992 and 1996 
Officially Supported Export Credits: New Commitments, 1988-96 
New Export Credit Commitments in Selected Major Markets, 1993-96 
Main Recipients of Export Credits Among Developing Countries 

and Countries in Transition, 1996 
Export Credit Agencies: Premium Income, Recoveries, Claims 

and Net Cash Flow, 1990-96 
Developing Countries: Net Disbursements on Public External Debt 

by Creditor, 1985-96 
Developing Countries: Debt-Service Payments on 

Multilateral Debt, 1985-96 
Developing Countries: Public External Debt by Creditor, 1985-96 

Tables 
1. 
2. 
3. 
4. 

5. 

6. 

7. 
8. 
9. 

10. 
11. 
12. 

13. 

Total Net Official Financing Flows to Developing Countries, 1990-96 
Net ODA Disbursements to Developing Countries, 1990-96 
Net ODA Disbursements by Major DAC Countries, 1990-96 
Developing Countries: Gross and Net Disbursements on Public 

External Debt by Analytical Group and Creditor, 1985-96 
Developing Countries: Gross and Net Disbursements from Multilateral 

Institutions by Analytical Group and Concessionality, 1985-96 
Developing Countries: Gross and Net Disbursements from 

Multilateral Institutions by Region, 1985-96 
Developing Countries: Multilateral Debt Service, 1985-96 
Developing Countries: Multilateral Net Transfers, 1985-96 
Developing Countries: Medium- and Long-Term Public 

External Debt by Creditor, 1985-96 
Developing Countries: Multilateral Debt on Concessional Terms, 1985-96 
Developing Countries: Multilateral Debt by Institution, 1985-96 
Composition and Average Terms of Multilateral Debt by 

Major Institutions, 1986-95 
Paris Club Reschedulings of Official Bilateral Debt, 1995-July 1997 

11 

12 
16 
I7 
22 

23 
24 
25 

27 

28 

37 

39 
43 

13 
15 
18 

33 

36 

38 
40 
42 

44 
,. 45 

46 

48 
52 



-3- 

14. Status of Paris Club Rescheduling Countries (as of July 31, 1997) 
15. Evolution of Paris Club Rescheduling Terms 
16. Debt Restructuring Agreements with Oficial Bilateral Creditors 

not Participating in the Paris Club, mid-1995~mid-1997 . 

Appendices 
I. TheHIPCInitiative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..__.. 
II. Supplementary Statistics 
III. Glossary............................................. 

Appendix Charts 
14. The Heavily Indebted Poor Countries (HIPC) Initiative-Summary 

. 

Appendix Tables 
17. 
18. 
19. 

20. 

21. 

22. 
23. 

24. 

25. 

26. 

27. 

HIPC Initiative: Possible Timing of Decision Points 
DAC List of Aid Recipients for Resource Flows in 1996 
Gross Disbursements of Official Bilateral Financing Flows from DAC 

Countries by Region and Income Group, 1990-95 . 
Heavily Indebted Poor Countries: Net Disbursements Tom Multilateral 

Institutions, 1985-96 
Developing Countries: Gross and Net Disbursements on Public External 

Debt by Region and Creditor, 1985-96 
Heavily Indebted Poor Countries: Structure of Multilateral Debt, 1985-96 
Paris Club Reschedulings of Official Bilateral Debt: Amounts Consolidated 

in Successive Reschedulings, 1976-July 1997 
Middle-Income Rescheduling Countries: Amounts Due and Consolidated 

under Flow Reschedulings, August 1995-July 1997 
Low-Income Rescheduling Countries: Amounts Due and Consolidated 

under Flow Reschedulings, August 1995-July 1997 
Amounts Restructured under Stock-of-Debt Operations for Low-Income 

Countries, 1995-July 1997 
Reschedulings of Oflicial Bilateral Debt, 1976July 1997 (Overview) 

53 
55 

64 

67 
73 
88 

68 

69 
73 

74 

75 

76 
77 

78 

79 

80 

81 
82 



-4- 

1. INTRODUCTION AND SUMMARY 

This paper discusses the main developments in 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.’ It is planned to publish this paper in 
the World Economic and Financial Surveys series afler the Annual Meetings. 

Offkial 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.’ 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 198 1. 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 

‘Official 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 S/15/97). 

’ While the exact figures differ among various sources due to incompatible coverage and 
definitions, the overall magnitudes are similar. See for example WorldEconomic Outlook, 
IMF, Washington, May 1997; 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. 
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Box 1. Data Sources and Definitions for Offkinl Financing Flows 
The World Bank and the Organivltion for the dcfmitian of other official development fmancing 

Economic Cooperation and Development (OECD) are the excludes ofticially suppotted export credits, since export 
main compilers of data on official fmancing flows. World credits are regarded as primarily trade promoting rather 
Bank data-published annually in Global Drvelopmenr than development oriented. IMF fmancing from the 
Finance (formerly the World Debt Tables)-arc derived Gcncral Resources Account is excluded, while fiancing 
from a debtor-based information system. Disbursements from the Trust Fund, Structural Adjustment Facility 
of officially insured credits are classified as disburscmcrtts (SAF), or Enhanced Structural Adjustment Facility 
from banks or suppliers and, 8s a result, official bilateral (ESAF) is included. Official development fmancing 
support is understated in that it covers only disburse (ODF) is the. sum of ODA and other ofticial development 
merits. not guarantees. The coverage of military debt is fmancing. 
not ecmprehcnsive. 

The OECD dcfmiticn of developing countri~ 
The World Bank dcfmition of developing includes those countries on pari I of the DAC list of aid 

ccuntrics includes all low-income and middle-income recipients (see Table 18, Appendix II). This includea 
countries (except economics with a population of less than mere than P dozen ecuntriss that the World Bank 
3O,OCQ), including countries in transition. The 1997 considers high-income countries, including Bermuda and 
Global Developmenr Finance included 136 developing Israel, as well as some low- and middle-income countries 
countries that reported data to the WarId Bank. with papulatiwrs be& 30,oW. The OECD classification 

of developing countries excludes, but the World Bank 
OECD Development Assistance Committee includes, mcst of the countries in transition in B8stc.m 

@AC) da&--published in the Geographical Disniburion o/ Europe (Bulgaria, the Czech Republic. Hungary. Poland, 
Financial Flows 10 Aid Recipients-are derived from Romania, and the Slovak Republic) and the Baltic 
creditor sources. The data are, however, available only countries. Russia, and scme other wuntrics of the former 
with a considerable lag: as of July 1997, estimates for Soviet Union (Belarus, Moldova. and Ukraiic). These 
aggregate net disbursements were available for 1996, countries are on part II of the DAC list of aid recipients. 
while the comprehensive individual country data were 
available only for 1995. The differences in coverage and definition make 

World Bank and OECD data difticult tc reconcile without 
The OECD defines official dcvclopmcnt detailed knowledge of the respective databases. For 

assistance (ODA) as grants or loans tc developing example, the OECD recorded net ODF from multilateral 
countries on Part I of the DAC list of aid recipients that institutions to developing countries as 526 billion in 1996 
are undertaken by the official sector with promotion of (Table l), while the World Bank recorded significantly 
economic development and welfare as the main objcctivc. lower net disbursements from multilateral institutions tc 
and axe extended at concessional terms (with a grant all countries, at $15 billion in 1996 (Table 4). Part ofthe 
element of at least 25 percent). The grant clement is explanation for this diffcrcnee lies in the different 
dcfmed as the difference bewccn the face value of a loan definition of multilateral institutions and the treatment of 
and the present value, calculated at a discount rate of grants. For instance, the OBCD includes significant 
10 Percent, of the debt service payments to be made ever grants from UN agencies and the ELI in ODF from 
the lifetime of the loan, expressed as a percent of the face multilateral institutions while the World Bank does not 
vrduc. For example, the grant element is nil if the loan record these flows in the multilateral category (it uses 
carries an interest rate of IO percent; it is 100 percent for instead the total OECD grant figure when calculating total 
a grant; and it lies bcavcen these two limits for a so8 news to au ccuntrics). 
loan. It is widely acknowledged that there are problems 
associated with the use of a fixed discount rate of Data on officially supported cxpurt credits are 
IO percent, as discussed in Annex III of O#ici@ compiled by the OECD, the OECD and Bank for 
Supporred Exporr Credits: Recrnr Developments and International Settlements (BIS) together, and the Bcmc 
Prospcc~s. World Economic and Financial Surveys Union, each with different concepts and coverage. 
(Washington: International Monetary Fund, March 
1995). Other ofticial development financing comprises Section II relics primarily on OECD (DAC) data. 
flows for development purposes that have too low a grant 
clement to qualify as ODA. It should also be noted that 
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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 Atiica, 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-l 997, 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 bilatkral 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 offkial capital flows 

In contrast, most low-income countries-and especially Heavily Indebted Poor 
Countries (HE’Cs)-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 multilateral institutions became the main source of loan finance for 
most low-income countries, and they, too, have been lending on increasingly concessional 
terms. 
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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 welfare 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 EEPC 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 horn the 
rescheduling process, and should eliminate external debt as an impediment to economic 
development and growth, thereby enabling HIF’C governments to focus on the diicult 
policies and reforms necessary to achieve sustainable development. 
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Chapter summaries 

This paper is organized as follows. Section II discusses new offkial development 
finance (ODF) flows to developing countries3 as recorded by the OECDIDAC. 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 OECDIDAC 
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 (“21si Cenfury”) 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 III) declined marginally in 1996-for the first time since 1992. New commitments 
were slightly 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 $l% billion-the first surplus since 1981; new claims 
payments dropped by 10 percent, while recoveries increased by 13 percent, and premium 
income rose slightly. 

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. 
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4% percent of exports in the first halfof the 1990s to 3 percent in 1996for HIPCs from 8% 
to 7 percent, HlPCs continued to receive positive net transfers from multilaterals. Recent 
changes in the regional allocation of multilateral flows reflected the exceptional lending 
patterns in 1995; over the last decade, lending to transition economies in Eastem Europe 
surged, while the share of loans to countries in Latin America and South Asia fell sharply 
reflecting in part their increasing access to financial markets as well as recent net payments 
from India to the IMP. 

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 after 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 NW debt reduction (except for Cameroon, Guinea and Honduras where the NW 
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 further debt restructurings with non-Paris Club Materal 
creditors. Russia-the largest such creditor with claims on developing countries of 
$123 billion-has 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 final&d in September 1997. This is expected to facilitate the regularization of 
relations of many developing countries with Russia. 

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

OfIicial 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 I). 
What follows is based primarily on creditor data from the OECD Development Assistance 
Committee @AC). 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 are Press release of Organization for Economic Cooperation 
and Development (OECD) dated June 18, 1997; 1994 Developmeni Co-operation Report. OECD Development 
Assistance Committee (DAC); and Geographical Dislribufion of Financial Flaws 10 Aid Recipienti 1991-95, 
OECD. Preliminary statistics for I996 do not include data on flows to “countries in transition” which are included 
in Pat II of the DAC List of Aid Recipients (see Table 18, Appendix II). 

‘It should be noted that DAC data include only concess~onal flows 6om the IMF, thus exclude transactions from the 
IMF’s General Resources Account-the bulk of IMF lending. The World Bank DRS figures wed in Chapter IV 
include all operations of the IMF 
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Chart 1. Direction of Net Official Flows in 1995/96 I/ 
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I/ Figures shown are for 1995/96, or 1995/... where 1996 figures are not yet available. 
21 Multilaterel disbursements (includiig kom the IMF) differ from OECD Development 
Assistance Committee countries’ contribution to multilateral institutions. 
21 Flows have been negligible since 1992. 
4/ Mostly Arab counties. 
S/Receipts of official financing reported by some country authorities suggest that the OECD 
figures may understate the flows. 

Note: 
ODA: Flows of official timmcing with the main objective of promotion of economic development, and with 
a grant element of at least 25 percent (based on a IO percent discount rate). 
Other official flows: Official development fmancing that does not meet the ODA criteria; includes ofkially 
supported export credits. 
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Chart 2. Net Offkial Development Finance (ODF) Flows to Developing Countries, 1990-96 
(In billions of U.S. dollars) 
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Table 1. Total Net Official Financing Flows to Developing Countries, 1990-96 

1990 1991 1992 1993 1994 1995 1996 II 

Net OtXcial Development Finance (ODF) 21 69.3 69.3 
Net Official Development Assistance (ODA) 31 52.6 58.5 
cnber 16.7 11.1 

Bilateral 45.7 46.7 
ODA 31 39.2 42.3 
Other 6.5 4.4 

Multilateral 4/ 23.6 22.9 
ODA 13.4 lb.2 
other 10.2 6.7 

Bilateral 65.9 67.4 
ODA 3, 56.6 61.0 
Other 9.4 6.3 

Multilateral 34.1 33.0 
ODA 19.3 23.4 
Other 14.7 9.7 

Memorandum items: 
ODF (at constant 1995 
prices and exchange rates) 
Total net flows 51 
Net official tinming to countries 
in transition 61 
Of which: Net offkial aid 

ODA share of respective ODF (in percent) 
Total 
Bilateral 
Multilateral 

86. I 
122.8 

8.7 
2.3 

75.9 
85.8 
56.8 

83.2 
118.3 

12.8 
6.6 

84.4 
90.6 
70.7 

(ln bfflions of U.S. dollars) 

68.9 68.4 70.8 71.2 
57.9 54.9 59.7 59.2 
10.9 13.7 11.1 12.0 

47.8 44.5 48.0 47.9 
40.4 38.1 40.5 40.0 

7.4 6.4 7.5 7.9 

21.0 24.1 22.8 23.3 
17.5 16.8 19.2 19.2 
3.5 7.3 3.6 4.1 

(31 percent of total ODF) 

69.4 65.1 67.8 67.3 
58.6 55.7 57.2 56.2 
10.7 9.4 10.6 11.1 

30.5 35.2 32.2 32.7 
25.4 24.6 27.1 27.0 

5.1 10.7 5.1 5.8 

(ln billions of U.S. dollars) 

77.9 78.6 77.8 71.2 
130.8 131.6 210.4 232.4 

10.8 14.1 15.8 19.7 
6.0 6.0 6.8 8.3 

84.0 80.3 84.3 83.1 
84.5 85.6 84.4 83.5 
83.3 69.7 84.2 82.4 

69.5 
57.7 
11.8 

43.3 
35.4 
7.9 

26.2 
22.3 
3.9 

62.3 
so.9 
11.4 

37.7 
32.1 
5.6 

71.5 
307.0 

. . . 

. 

83.0 
81.8 
85.1 

Source: OBCD. 

I/ Provisional. 
2/ See Glossary for deiinitions of ODA and ODF. For a list of aid recipients we Table 18. Appendix Il. 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 (USS1.S billion), 1991 (US$1.9 billion), 
aml 1992 (US$1.9 billion). Differs from bilateral ODA in Table 2 because of inclusion of non-DAC kdustrial donors. 
(SW memorandum items in Table 2). 
41 Disbursements by multilateral institutions (see Table 2 for contributions to multilateral institutions). Includes only 
concessional flows from the IMF. 
51 Jnc1ude.s ODF, export credits, foreign direct investments, international bank amI bond lending, grants by 
nongovemmental organhtiom, and other private flows. 
61 Comprises countries in transition on part II of the OECD’s DAC list of aid recipients (see Table 18, Appendix II). 
Includes official aid, officially suppolted export credits and other offkial financing. lntra-country-transition flows are 
excluded. Receipts reported by 6ome country authorities suggest that the OECD 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.6 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 ODA 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 consolidation 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 II). 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 ofleast developed countries, low-income 
countries, and lower-middle income countries combined. 

6Members 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, 
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Table 2. Net ODA Disbursements to Developing Countries, MO-96 

1990 1991 ‘992 1993 1994 1995 19% l/ 

Totd Net ODA 
Bilateral ODA Z/ 
Conllibuliam lo multilateral 

ilutilutions 3/ 

Total Net ODA (at 1995 prices 
and cxchrngc rates) 

Bil.tor.l ODA 
co”lribulions lo multilderal 

institutions 

Totd net ODA 
Bilateral ODA 
Contributioru ,a mullilakral 
iM1iluli0”l 

Di&bu,io” 41 
Net ODA by income group 

Lest dewloped counttie 
Low income wnnlrics 
Lower-middle income mutt&s 
Upper-middle income countries 
High income countries 
Un.lloca1e.d 

Ne, ODA by region 
Sub-&harm Africa 
North Africa and Mid& East 
Asia 
Wuter” Hemisphere 
Europe J/ 
0,hcr Y 

Memormdum itmu: 
Total net ODA to developing countriu 71 

DAC counlries 21 
Mullil~tsrsl institutions 
Other 8/ 

Toul i”,ra+vcioping counlriee 
flown (net ODA) 91 

m billioru of U.S. dollus~ 

53.0 56.1 60.8 56.5 
37.2 41.3 4L.2 39.4 

15.8 15.4 19.6 17.1 

64.8 61.4 67.8 64.9 
51.7 53.7 47.5 41.2 

17.7 16.6 20.0 17.8 

&I pcrccn, of donors’ GNP) 

0.33 
0.24 

0.30 0.27 0.25 
0.21 0.19 

0.09 

0.33 0.33 0.30 
0.23 0.24 0.21 

0.10 0.09 0.09 

@l pcrccn, of w”.l) 

0.09 0.08 

27.6 25.9 27.0 26.5 26.6 27.5 
27.6 28.9 27.8 24.9 26.2 23.6 
22.1 22.2 22.1 25.0 24.9 24.6 
4.2 3.7 3.0 4.2 3.8 4.3 
3.1 3.5 3.9 3.0 2.8 1.4 

15.4 15.8 16.3 16.5 15.9 18.6 

30.9 
19.9 
22.7 
9.2 
2.5 

14.8 

28.6 31.1 30.5 
19.5 14.8 12.1 
24.1 25.7 25.2 
9.7 9.1 9.9 
3.6 3.7 5.6 

14.5 15.6 16.8 

(In billions of U.S. dollars) 

30.9 30.5 
13.6 9.8 
27.0 25.6 
10.0 II.4 
3.6 3.8 

14.9 18.9 

52.9 58.6 58.9 56.4 60.5 62.4 
37.2 41.3 41.2 39.4 41.3 40.6 
13.4 16.2 17.5 16.8 19.2 19.2 
2.3 1.1 0.2 0.2 0.0 2.6 

6.0 2.6 I.0 1.2 I .2 0.7 

59.2 58.9 55.1 
41.3 40.6 

17.9 18.3 

64.8 58.9 56.4 
45.4 40.6 

17.9 16.7 

sOurces: OECD, and Fund slaff utimaks. 
II Provisional 
2, Excludes d&l forgivencs. of mnODA &ims (&&dinp milky debt) in 1990 (uSS1.5 billion), 1991 
(US51.9 billion). and 1W2 (uSS1.9 billion). 
3, Lncludcs contributions to ths MP Trust Fud, IMF Inkrut Subsidy Accou”,, MF SAF and ESAF, and MF 
Administered Account. 
41 Dintrihutio” of tote1 “et ODA from DAC and o,he, nourcccp, including unapecifkd. The dsti is no, consistent 
with ,hc aggregalc data because the country level detail of revised aggregate data iti “of ye, available-however, the 
revisiom lo Ox aggrcg~tc d&a were no, large. 
5, Excludes countries in trawilio” “0, on par, I of ,k OECD’, DAC list of aid recipients. 
61 Oscmia and unapecifted. 
71 Excludca inka-dcvcloping counfry resource flows; based o” rc~lurce rcccip,s of developing countries. 
co”sis(c”, with Table 1. 
81 Other i”dus,risl countike and unallocakd. 
91 Includes flows from Arab count& a”d o,her developing cw”,ry donors (including China, India. 
Soulh Korea, and Taiwan Province of China). 
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Chart 3. Net ODA Disbursements, 1990-l 996 

0 ODA as a share of donor’s GNP 

(light scale) 
- ODA in nominal terms (left 

Scale) 
- ODA in 1994 pica and 

exchange late (lcfi scale) 

Sonrce: OECD, and JMF staff msimates. 
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Chart 4. Net ODA Disbursements by Major DAC Donors, 1996 

Il.* 
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1.0 

0.8 

Source: OECD. 
l/ Figures on top of the country columns give ncf ODA disbursements in percent of the country% GNP. 
2, Figures on top of tbc country columns give net ODA disbursements in billions of U.S. dollars. 



Table 3. Net ODA Disbursements by Major DAC Countries, 1990-96 

1990 1991 1992 
11 2/ 

At Current Prices 
1993 1994 1995 

u 

AtConstant Share of 
19!xPricesI/ Change 1995/96 Donor’s 

1996 1996 At Current At Constant GNP 1996 
Prov. prov. Prices 1995 Prices I/ Prov. 

Canada 2.5 
Denmark 1.2 
France 1.2 

Germany 6.3 
Italy 3.4 
Japan 9.1 

Netherlands 2.5 
Sweden 2.0 
United Kingdom 2.6 
United States 11.4 

Ten major donors above a/ 46.6 

Other DAC donors 41 6.3 

Total DAC 31 53.0 

2.6 
1.2 
7.4 

6.9 
3.3 

11.0 

2.5 
2.1 
3.2 

11.3 

49.6 

7.1 

56.7 

(In billions of U.S. dollars) (In percent) 

2.5 2.4 2.3 2.1 1.8 1.7 
1.4 1.3 1.4 1.6 1.8 1.8 
8.3 7.9 8.5 8.4 7.4 7.5 

7.6 7.0 6.8 1.5 1.5 7.8 
4.1 3.0 2.1 1.6 2.4 2.2 

11.2 11.3 13.2 14.5 9.4 10.9 

2.8 2.5 2.5 3.2 3.3 3.4 
2.5 1.8 1.8 1.7 2.0 1.8 
3.2 2.9 3.2 3.2 3.2 3.1 

11.7 10.1 9.9 1.4 9.1 8.9 

53.3 50.2 52.4 51.2 47.9 49.1 

7.5 6.2 6.8 7.7 7.2 7.3 

60.8 56.5 59.2 58.9 55.1 56.4 

-14.3 -19.0 0.31 
10.6 10.6 1.04 

-11.9 -11.1 0.48 

0.3 4.3 0.32 
50.0 31.5 0.20 I 

-35.1 -24.7 0.20 rn 
I 

3.1 6.3 0.83 
17.6 5.9 0.85 
0.5 -2.7 0.27 

23.0 20.3 0.12 

6.4 -4.1 . . . 

-6.7 4.9 . . . 

-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. 

I/ At 1995 prices and exchange rates. 
21 Includes debt forgiveness of non-ODA claims. 
31 Excludes debt forgiveness of non-ODA claims. 
4/ Includes Australia, Austria, Belgium, Fiiand, 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 titure development 
cooperation was set out in the 1996 DAC report Shaping the 2lst Cenlury: 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 Cooperaiion’-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 Purticiputoy 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. RECENTDEVELOPMENTSINEXPORTCREDITS 

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 2lst Century, 
Development Assistance Committee, OECD, Policy Statement, May 1997. 

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

qhe IMF has also recently adopted guidelines regarding governance issues (Ih4F News Brief, 
No. 97115 of 814197). 

‘?his section updates the information provided in earlier papers based on data from the 
International Union of Credit and Investment Insurers (the Beme 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 “Oficially Supported Export 
Credits-Developments and Prospects,” World Economic and Financial Surveys, March 
1995. Also, see “Recent Export Credit Market Developments,” by Paul0 Drummond 
(International Monetary Fund, Working Paper, WP/97/27). 
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I Box 2. Guiding Principles of Aid Disbursement Policies 

The lessons ofdevelopment co-operation in the 
part show that properly apptied in pmpifious envimnmsn~, 
development assisbuw has been able lo achieve II significanl 
impmvcrnent in the quality of life of a large number of 
people in many developing cmmtrks. However, at the same 
time, the experience also shows that development assistarwe 
is essentially 8 complemcnlary factor, albeit a critical one, as 
civil conflict and puor govcmancc, despite aid, can set back 
development for generations. Based on the above mpwicnoc 
and the need to meet new challenges posed by lhc increased 
OomplexiIy of relationships behvan the developed and 
developing countries and changing circumstances within 
the developing countries themselves, DAC member 
countries in 1995 adopkd a policy stakmcnt on 
‘Dcvelopmcnt Partnership in the New Global Contcxt”snd 
subsequently oukhned in their 19% report Shaping the 2 Is1 
Century: The Confriburion ofDew/opmsnt Co-operation 
(OECD, Paris, 1996). a shared approach to dcvclopmcnt co- 
operation and have pledged ta modify and strengthen their 
aid disbummcnt policies accordingly. 

- awocss thmugh primary health-care @em to 
rcpmductive he&h services ford\ individuals of 
appropriate ages as soun as possible and no later than 
theyear 

3. Eavimnmentd sustsbsbilily md ~geoemtiuo: 
lmpkmentation of national strakgics fur sustainabk 
dewlopmcnt in all wuntries by 2005, so as ta awn that 
wmnt trends in the loss of ewironmentnl resources are 
effsetivcly reversed at both global and national lev& by 
2015. 

This strategy includes. for the Iirst time, 
quantitative bwgets as well as key qualitative factors. The 
quantitative targets for poverty reduction, social 
development, and environmental sustainability arc draw 
fmm those already endorsed in other intemslional fura.’ 
They rcflcet broad agreement in the international community 
regarding measures of progress and have ban arrived at 
with the a&c participation of developing countries. 

The 21st Csntury stratesy also sIressc8 that aid 
programs should focus on scvcml key qualitative factors, 
reflecting an increasing awareness that essential to the 
attainment of the ahovc mcasurab~ goals xvi\\ he fackom 
such as more stable, safe, participatory and just suckties. 
This requires the dcvslopment of capacity for cffc&‘c, 
democratic and accountable governruw, the pmlection of 
human rights and respect for the nde of law. Thus 
successful dcvclopmmt strategies must integrate a number 
of key elements: 

- a sound policy framework snmunging a stable 
growing ecmomy with full scope for a vigorous 
private sector and an sdqwte fiscal base; 

* inveslmsnt in social development, especially 
education, primary h&h care. and population 
xtivitia, 

1. Economic well-being: The proportion of people 
living in extreme poverty in developing countries should be 
reduced by at least on-half by2015 

- cnhancod participation of all pcoplc, and notably 
women, in cconomio and political life, and the 
reduction ofsocial inqualities; 

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

- good govcmancc and public management, 
democratic accountability, the protection of human 
rights and the rule of law: 

- universal primary education in all countries by 
2015; - sustainable environmental practices; and 

- demonstrated progress towards gender equality . addressing mot LWISSS of potential conflict, limiting 

and the cmpowcrruent of women by eliminating mililary cxpcndilure. and targeting reconstruction and 
gender disparity in primary and secondary peace-building efforts toward longer-term 
education by 2005; reconciliation and development. 

- a reduction 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: 

‘United Nations confcrenccs on education (Jomtim, 1990). 
children (New York, 1990). the environment @So de 
Janeiro. 1992). human rights (Viinna, 1993). population 
(Cairo, 1994), social development (Copenhagen, 1995). and 
wcuncn (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 Beme Union members-largely through new 
export credit insurance and guarantees, but also through direct lending-comprise about 
13 percent of aI1 exports from the countries of Beme 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 II). 

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 (5 1 (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 9 percent 
per annum over the 1992-95 period.13 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 figures 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. Stating in 1994, 
the Iignres supplied by the Bane Union include data for some smaller aport credit agencies, and cover 20 
additional debtor countries. The effect ofthis expansion on total exposure was reflected in 1994 and on new 
commitments in 1995. 

‘?his includes undisbursed credit, see the glossary in Appendix III. 

?3ased on I994 counhy coverage 
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Chart 5. Export Credit Exposure, 1988-96 
(In billions of U. S. dollars) 

1988 1989 1990 1991 1992 1993 1994* 1995* 1996* 

m h&s and unrecovered claims I/ 

B Short-tam commitments outstanding 3/ 

m Medium- and long-term wmmitments outstanding 2/ 

I/ Arrears and Unrecovered Claims -overdue payments by barowers, classified as arrears if overdue payments 

have not yet resulted in claims on export credit agencies. 

21 Commitments - total amount of loans by, or guaranteed or insured by, an export credit agency, either 
globally or to entities in a specific country, excluding amounts that are in arrears 01 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. 

31 Short-term commitments - commitments which provide repayment within a short period, usually six months. 

Some agencies define short-term credits as those with repayment terms of up to one or two years. 

l The figures reflect an enhanced debtor country coverage by the Beme Union of 20 countries 

with total exposure that amounted to $9.4 bi\kn in 1994, $35.7 billion in 1995, and $37.7 billion in 1996 



Chart 6. Twenty Main Recipients of Export Credits Among Developing Countries and Countries in Transition, 1992 and 1996 
(Tkmmt share in agencies’ portfolio) I/ 
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11 Beme Union reporting agencies. 
21 1992 data not available. 
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Chart 7. Officially Supported Export Credits: New Commitments, 1988-96 
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New commitments to these countrica were S18.4 billions in 1995 end $ LB.8 billions in 1996, over 80 pcment of 
which reflected cammitmants to Thailand, Malaysia and Grcccc. 



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 export credit agencies, as measured by net cash 
flow, continued to improve during 1996 (Chart lo).” 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, Beme 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.15 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 dltfer and only data on a net cash flow basis-not on an accrual basis---arc 
avaik.ble on B consistent basis from all export credit agencies. Assessing the fmancial position 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 diflicult given dil%rcnces in accounting 
treatment between agencies. 

“As discussed abovc, the accounting treatment of arrears and restructured debts differs among agencies. In 
particular, agencies that restxuctwc an insured claim by refinancing will not rcflcct this in new commitments and in 
tic cash flow of the agency. whereas this would be rcflcctcd for agencies that reschedule an insured claim involving 
a cash payment by the agency to the claimant. For this reason, inter alia. the Bane Union data and cash flow 
balances reported 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 
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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 signiticant 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 7huiland (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 $3 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 KuzaWmtan, 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 caretirlly 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 India with few restrictions (new commitments in 1996 
of $3.6 billion), but required central government guarantees. New commitments in Iran 
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 Oflicially Supported Export Credits (the 
OECD “Consensus”).‘6 The agreement also set in motion new work on areas not covered by 

‘6The 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 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 

(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.” Beme Union members reported an increase demand for investment 
insurance cover to over $15 billion in 1996 from $8 biiion 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 o&en intractable from 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. 

i6(...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 subsidiied 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 InstitutionP 

A. Recent Trends in Multilateral Lending 

Total multilateral lending to all developing counttie? fell in 1996 (gross $42 billion; 
and net $15 billion) after 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 HlPCs 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, 22 Concurrently, middle-income countries 
continued to receive the bulk (65 percent) of multilateral lending 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 to lending 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 timds 
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 to 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 OECD @AC) 
sources used in Chapter II. 

*‘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. 
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Table 4. Developing Counties: Gross and Net Disbursements on Public External Debt 
by Analytical Crroup and Creditor, 1985-96 I! 
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Box 3. Coverage of Multilateral Institutions 

In addition to the Lh4F. which is a monetary rather than Union or member states’ budgetay resources are more 
a development institution, the major multilateral of bilateral nature, but are not shown separately in the 
lenders in size of lending are the World Bank, DRS. 
comprising bath the International Bank for 
Reconstruction and Development (IBRD) and the ‘The World Bank. together with the International 
International Development Association (IDA)‘; the Finance Corporation (lFC), the Multilateral Investment 
three regional development banks’: the AtYican Guarantee Agency (MIGA). and the International 
Development Bank (AtDB), the Asian Development Center for the Settlement of Investment Disputes 
Bank (AsDB), and the Inter-American Development (ICSID)), forms the World Bank Group. These 
Bank (IDB); and a group ofEuropean multilateral institutions are separate legal entities established by 
institutions primarily associated with the European the respective international agreements. The lFC and 
hior?, such as the European Investment Bank (EIB). MIGA play an important role in supporting the private 
The European Bank for Reconstrucfion and scotor in develop~g ,Le.wties by cmplmenting the 
Development (EBRD)’ and the International Fond for support provided by the ll3RD and IDA, while the 
Agriculhlral Development (IFAD) are also the ICSID provides a forum to resolve cross-border 
multilateral institutions with wider membership, but investment disputes rather than fmancial resources. 
with a relatively small size of lending. Other 
multilateral lenders include institutions based in Arab ‘The three regional development banks have affiliated 
countries (e.g., Arab Fund for Economic and Social institutions andlor spa&l funds established for specific 
Development, the OPEC Fund for International purposes. For example, the AsDB has the Asian 
Development, and the Islamic Development Bank) and Development Fund (ADF) that provides loans on 
a large number of sub-regional organizations concessional terms; end the IDB has the Inter- 
(e.g., Central American Bank for Economic Integration Anlcriea” lnvestnle”t CoIpolTdi0” (DC) as an 
(CABEI), and Corporation Andina de Fomento autonomous affiliate and the Multilateral Investment 
(CJW. Fund (MlQ, both of which were established to support 

dilly private sector development. The African 
‘Ihe EIB has unique features as the development Development Fund (AfDF) is a legal entity separate 
financing institution of the European Union. It provides from the At&an Development Bank that provides 
long-term finance for capital projects both within and loans on concessional terms. 
outside the European Union. Outside the Union, its 
liiancing operations involve countries with which the ‘The World Bank Debtor Reporting System 
Union has concluded cooperation agreements, and are distinguishes behwen the Council ofEurope, European 
conducted either from its own resources or. under Community (EC), European Development Fund 
mandate, from Union or member states’ budgetary (EDF), and the European Investment Bank (EIB). 
resources. For the Central and Eastern European 
countries, support has been provided withii the G-24 ‘While all EU members, the ElB and the European 
framework. Lending operations from 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 1 I). For HP&, multilateral net disbursements 
fluctuated at around $3-4 billion over the last decade, in contrast to a sharp decline 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 
II), except for countries not undertaking adjustment policies (Democratic Republic of Congo, 
Liberia, and Myanmar) or with an interrupted adjustment program (Honduras). 

Multilateral 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 HIP&, the concessional share in gross multilateral disbursements has risen 
steadily from below 60 percent in 1985-89 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 199Os-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 II). 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 1996reflecting 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 
I2 percent in 1996 as Latin American countries increasingly used private finding 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 ofgoods and services in 1996 (Chart I2 and 
Table 7). This trend reflects the increased share of concessional lending. For HPCs, the 
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Table 5. Developing Countries: Gross and Net Disbursements from Multilateral Institutions 
by Analytical Group and Concessionality. 1985-96 l/ 
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Chart 11. Developing Countries: Net Disbursements on Public External Debt by Creditor, 1985-96 I/ 
(In billions ofU.S. dollars) 
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Table 6. Devsloping Cantied: Oxan and Net Diahraunmts from Multilateml htitutio~ by Region, 1985-96 11 
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Chart 12: Developing Countries: Debt-Service Payments on Multilateral Debt, 1985-96 
(In parcent of “pats of goods and serviwr) 
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Table 7. Developing Countries: Multilateral Debt Service, 1985-96 11 

Aanual average PKIV. 
1985-89 1990-94 1994 1995 1996 

Multilateral debt service 
All developing countries 21 
Middle-income countries 3/ 
Low-income countries 41 
Heavily indebted poor countries 5/ 

Multilateral debt-service ratio 
All developing countries 21 
Middle-income countries 3/ 
Low-income countries 41 
Heavily indebted poor countries 5/ 

Memorandum items: 
Multilateral debt 

All developing countries 21 
Middle-income countries 31 
Low-income countries 41 
Heavily indebted poor counties 5/ 

(In millions of U.S. dollars) 

25,624 36,171 40,655 48.641 43,668 

19,042 21,542 30,484 34,825 31,935 
6,582 8,629 10,171 13,816 11,733 
3,251 4,032 4,284 6,464 4,714 

(In percent of exports of goods and services) 

5.8 4.6 4.0 4.0 3.3 
5.7 4.5 3.9 3.8 3.2 
6.1 4.1 4.3 4.9 3.7 
9.4 8.5 8.9 11.5 7.3 

(In percent of exports of goods and services) 

42.5 34.5 31.2 28.9 21.3 

34.4 25.4 22.3 21.5 20.2 

61.4 64.1 60.4 53.1 50.0 

103.7 115.1 129.9 120.1 109.3 

Sources: World Bank Debtor Reporting System @RS); lMF International Financial statistics; and lMF 
Treasurer’s Department. 

I/ Debt service on medium- and long-term public and publicly guaranteed debt; including to the lMF. 
2/ A group of 136 countries repotting 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. 
51 A group of 41 Heavily 1ndebtedPoor 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.” 

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% 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 HPCs, 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 HPCs, the share has risen from less than one half to over three 
quarters over the same period. IiMF concessional debt constituted about 8% 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 multilateral 
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 199~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 HlPCs, the share of the World Bank in total multilateral debt increased from 
47 percent in 1985 to 55 percent in 1996 (Table 22, Appendix II). The share of IDA debt 
increased from 26 to 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 HlPCs rose from 
55 percent in 1985 to 84 percent in 1996. The share of the three major regional development 

%ebt service was exceptionally high in 1995, reflectiig the clearance of Zambia’s amars lo the IMF. 
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Table 8. Developing Countries: Multilateral Net Transfers, 1985-96 I/ 

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

(In millions of U.S. dollars) 

All developing coontries 21 -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 
OIIW 19 -3,830 -8,304 -6,388 -4,490 

Low-income countries 41 

EMF 
Other 

Heavily indebted poor countries 5/ 

IMT 
Other 

Memornodum items: 
All developing countries 21 
Middle-income countries 31 
Low-income countries 41 
Heavily indebted poor countries 5/ 

2,671 5,198 4,735 1,995 2,926 

-2,169 -87 -484 -1,599 -1,395 
4,840 5,284 5,220 3,594 4,321 

1,260 1.597 2,239 1,411 1,493 

-630 -182 389 64 193 
1,890 1,778 1,849 1,346 1,300 

(In percent of exports of goods and services) 

-0.1 0.1 -0.3 0.9 -0.1 
-0.9 -0.7 -1.0 1.0 -0.5 
2.5 2.9 2.0 0.7 0.9 
3.6 3.3 4.6 2.5 2.3 

Sources: World Bank Debtor Reporting System @RS); IMP International Financial Statistics (IFS); and 
E-5 Treasurer’s Department. 

I/ Gross disbursements less debt service (principal and interest) on medium- and long-term 
public and publicly guaranteed debt; including to the Ih4F. 
21 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. 
51 A group of 41 Heavily Indebted Poor Countries; for countries covered, see Appendix II, Table 20. 
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Chart 13. Developing Countries: Public External Debt by Creditor, 1985-96 ’ 
(In billion3 0fU.S. dollan) 
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Table 9. Developing Countries: Medium- and Long-Term Public External 
Debt by Creditor, 1985-96 I/ 

Prov. 
1985 1990 1994 1995 19% 

Public ertenul debt 
All developing countries 21 
h4iddle-income countries 3/ 
Low-income countries 41 
Heavily indebted poor countries 51 

AU developing countries 21 
Multilateral 

IMT 
Other 

Otlicial bilateral 
Private 

Middle-home countries 31 
Multilateral 

IMF 
Other 

Offkial bilateral 
PriVak 

Low-income countries 41 
Multilateral 

IMT 
Other 

Official bilateral 
Private 

Heavily indebted poor cotmtries 51 
Multilateral 

IMF 
OtbW 

Otlkial bilateral 
Private 

703 
543 
160 
92 

19.9 22.4 23.8 25.3 25.6 
5.4 3.2 3.3 4.4 4.2 

14.5 19.1 20.6 20.9 21.4 
25.9 32. I 37.4 36.2 34.4 
54.2 45.5 38.8 38.5 40.0 

15.8 19.4 19.3 21.2 21.2 
4.3 3.2 3.1 4.9 4.8 

11.4 16.2 16.2 16.3 16.5 
21.9 26.4 35.6 34.0 32. I 
62.3 54.2 45.1 44.1 46.7 

34.1 
9.1 

25.0 
39.3 
26.6 

28.0 26.2 30.9 32.3 34.0 
7.2 3.1 3.6 3.8 3.9 

20.8 22.6 27.3 28.4 30.1 
41.2 53.1 53.9 53.4 52.2 
30.8 20.7 15.2 14.3 13.8 

(21 billions of U.S. dollars) 

1,069 1,328 1,382 
723 a94 935 
346 434 447 
186 203 209 

(ln percent of group total) 

28.6 33.1 33.7 35.0 
3.4 3.5 3.2 3.0 

25.2 29.6 30.5 32.0 
44.0 41.1 40.8 39.3 
27.4 25.8 25.5 25.7 

1.414 
965 
449 
206 

Sources: World Bank Debtor Reporting System (DRS); and It@ Intemational Financial Statistics (IFS). 

I/ 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 behwen $766 and 
$9,386 as calculated by tbe World Bank. 
41 A group of 6 I DRS reporting countries for which 1995 GNP per capita was no more than $765 as 
calculated by tbe World Bank. 
5/A group of 4 I Heavily 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 I/ 

1985 1990 1994 1995 
Prov. 
1996 

Total multilateral debt 
AI1 dcvcloping countries 21 
Middle-income countries 31 
Low-income m”“bieS 41 
Heavily indebted poor countries S/ 

MultIInter~l coacession~I debt 
AU developing countries 21 
Middle-income countries 31 
Low-income countries 41 
Heavily indebted poor countries 51 

Multilateral concessional debt 
All developing countries 21 
Middle-income countries 31 
Low-time counbies 41 
Heavily indebted poor countries 5/ 

Memorandum items: 
SAFiESAF/Tmst Fund 

All developing countries 21 
Middle-income countries 3/ 
Low-i”come cou”tries 41 
Heavily indebted poor counhies 51 

(In millions of U.S. dollars) 

140,197 238,856 316.364 348.986 362.165 
85,514 139.994 172.585 198.680 204.8 I7 
54,683 98,862 143,779 150,306 157,349 
25.770 48,714 62.736 67,434 70,197 

42,312 76,197 111,888 122,416 
Il.031 13,963 18,551 20,543 
31,281 62,234 93,337 101,872 
12,643 30,040 44,281 50,008 

(In percent of total multiletcral debt) 

130,003 
20,950 

109,053 
53,479 

30.2 31.9 35.4 35.1 35.9 
12.9 10.0 10.7 10.3 10.2 
57.2 63.0 64.9 67.8 69.3 
49.1 61.7 70.6 74.2 76.2 

(In millions of U.S. dollars) 

2,691 3,659 6.787 8,483 8,529 
532 178 306 308 311 

2.159 3,481 6,481 8,175 8,218 
865 2,414 4,129 5,822 5,996 

(In percent of multiletcrel concessional debt) 
SAF/ESAF/Tmst Fund 

All developing countries 21 6.4 4.8 6.1 6.9 6.6 
Middle-income countries 3/ 4.8 1.3 1.7 1.5 1.5 
Low-income countries 41 6.9 5.6 6.9 8.0 7.5 
Heavily indebted poor countries 5/ 6.8 8.2 9.3 11.6 11.2 

Sources: World Bank Debtor Reporting System (DRS): and IMT International Fiicncial Statistics (IFS) 

I I Medium- and long-term public and publicly gucrcntecd debt; including to the IhJF. 
21 A group of 136 countries reporting to the DRS. 
31 A group of 75 DRS reporting countries for which 1995 GNP per cepitc was between $766 and 
$9,386 as calculated by the World Bank. 
41 A group of 61 DRS reporling counties for which 1995 GNP per capita wcs no more than $765 as 
calculated by the World Bank. 
51 A group of 41 Heavily Indebted Poor Countries; for countries covcrcd, see Appendix II. Table 20. 
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Table 11. Developing Countries: Multilateral Debt by Institution, 1985-96 I/ 

ROV. 

1985 1990 1994 1995 1996 

Total 140.2 

World Bank 
IBRD 
IDA 

70.8 
46.6 
24.2 

Regional development banks 21 19.2 
AtDBIAtDF 2.1 
AsDB 5.1 
rnB 12.1 

European institutions 3.5 
EIB/EDF 2.4 
other 31 1.1 

lh@ 

others 

38.2 

8.6 

World Bank 50.5 
lBRD 33.3 
IDA 17.2 

Regional development banks 21 13.7 
AfDBIAfDF 1.5 
ASDB 3.6 
rnB 8.6 

European institutions 2.5 
ElB/EDF 1.7 
Other 31 0.8 

IMF 

OthOIS 

27.2 

6.1 

(In billions of U.S. dollars) 

238.9 316.4 

137.3 174.3 
92.3 107.9 
45.0 66.4 

45.0 71.0 
8.2 15.5 

15.1 27. I 
21.7 28.4 

8.9 13.9 
6.1 10.6 
2.8 3.3 

34.7 43.3 

13.0 13.8 

0” porccnt of total) 

57.5 55.1 
38.7 34. I 
18.8 21.0 

18.8 22.5 
3.4 4.9 
6.3 8.6 
9.1 9.0 

3.7 4.4 
2.5 3.3 
1.2 I.1 

14.5 .13.7 

5.4 4.4 

349.0 362.2 

183.4 188.0 
111.9 109.6 
71.5 78.3 

76.6 83.2 
16.9 17.8 
28.7 32.0 
31.0 33.4 

14.1 
10.9 
3.3 

13.4 
10.5 
2.9 

60.2 59.5 

14.7 18.2 

52.6 51.9 
32. I 30.3 
20.5 21.6 

21.9 23.0 
4.8 4.9 
8.2 8.8 
8.9 9.2 

4.0 
3.1 
0.9 

3.7 
2.9 
0.8 

17.2 16.4 

4.2 5.0 

Sources: World Bank Debtor Reporting System (DRS); IMF Intcmationel Financial Statistics (IFS); 
end IMF staff estimates. 

II Medium- and long-term public end publicly guaranteed debt; including to the IMF. 
2/ lnchdiig development funds end other associated conc&onal facilities. 
31 Council of Europe, end European Community (EC). 
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banks in total HIPC debt nearly doubled over the same period to 2 1 percent; however, the 
share of their debt on concessional terms declined slightly to 62 percent. 

IDA 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 IMP 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 fimding 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 IO-30 years, white concessional loans are for up to 40-50 years. In comparison, 
maturities of Lh4F concessional resources are shorter at 5X-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 loans, 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 
CLRR 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 I/ 2/ 

Debt outstu~diig 
Amount Share of total 

1986 1995 1986 1995 

Avenge terms of mow unnmitmab in 1995 
Clmt element using 

herest Mahlrity oracc discount rate of31 
10% CIRRS 4, 

Concessionll debt 
IDA 
A.sDB 
AtDF 
IDB 
European lnvcstmcnt Bank 

Arab Fund for Economic 
and Social Development 

lntcmntionsl Fund for 
for Agricultural Devclopmcnt 

European Dcvelopmcnt Fund 
OPEC Fund 
IBRD 
Islamic Development Bank 
Council of Europe 
AtDB 
Other 

IMF (SAF/ESAF~wt Fund) 

Noneoneersiond 
IBRD 
IDB 
AsDB 
AtDB 
European lnvestmcnt Bank 
Council of Europe 

Central American Bank 
for Economic lntcgrstion 

EBRD 
Corpora&n Andina de Famento 
Islamic Development Bank 
Other 

IMF (Ocncral Rcsourccs Account) 

(USS million) 

49,046 122,416 100.0 loo.0 
27,962 71,549 57.0 58.4 
2.751 15.028 5.6 12.3 
1.332 6,517 2.7 5.3 
3.63 1 5.014 7.4 4.1 

708 2.479 1.4 2.0 

850 2,394 1.7 2.0 

992 2,201 2.0 1.8 

1,089 2,122 2.2 1.7 
I.201 831 2.4 0.7 
1,716 784 3.5 0.6 

392 782 0.8 0.6 
235 728 03 0.6 

83 571 0.2 0.5 
3,659 2,932 7.5 2.4 

2,445 8,483 5.0 6.9 

120.078 227,106 100.0 100.0 
61,707 Ill.,09 51.4 48.9 
11,171 25,942 9.3 II.4 
3,082 13,707 2.6 6.0 
1,468 9,777 1.2 4.3 
1,277 6,257 1.1 2.8 

986 2,206 0.8 1.0 

352 1,072 0.3 0.5 

935 0.4 
145 758 0.1 0.3 
238 608 0.2 0.3 

3,708 2,491 3.1 1.1 

35,944 52,24J 29.9 23.0 

(In pcrocnt) on Y-r.9 

2.42 27.5 7.9 56.7 54.2 
0.75 37.8 10.2 79.8 74.5 
3.84 38.7 10.2 52.6 40.7 
0.75 50.0 16.2 85.2 84.3 
1.81 39.5 10.3 71.0 70.7 
4.21 21.6 6.4 37.7 39.0 

4.36 24.9 6.4 40.7 40.0 

1.57 35.4 8.6 69.0 

0.81 37.9 9.6 78.4 
2.42 15.9 5.1 45.9 
5.96 19.8 5.4 26.2 
1.70 22.8 5.9 58.7 

2.56 14.7 4.0 30.3 
2.78 22.4 6.9 49.3 

70.0 

78.4 
44.6 
14.9 
58.2 

23.1 
49.2 

0.50 5.5 10.0 51.8 37.9 

7.72 14.5 3.8 12.8 0.5 
7.03 17.3 5.0 17.6 6.3 
6.63 21.3 4.9 21.7 11.5 
6.90 21.4 4.4 19.4 3.1 
6.59 26.7 3.8 12.6 13.2 
6.06 13.8 5.3 21.8 4.1 

7.76 8.9 2.0 8.2 1.2 

6.48 12.6 3.5 16.4 1.i 
8.32 9.5 2.0 5.6 -1.2 
7.06 6.9 2.0 7.3 3.6 
8.91 8.6 2.4 4.5 -8.8 

4.86 5.8 3.4 20.0 8.0 

Sources: World Bank Debtor Reporting System (DRS): OECD Press Rclcascs: Annual Reports of the World Bank. AfDB/AtDF. 
AsDB, and IDB, and IMF staffestimates. 

II Multilateral debt (including to the IMF) of a group of 136 countries reporting to the DRS. 
21 Major institution is dcfmcd BS one with USSO. billion or move outstandi at end-1995. 
3/Far the purpasc of calculating the grant clement, loans BTC assumed to be repaid in equal scmicumunl installmet& of 
priicipal and the grace period is defined as the interval to first repayment minus ant payment period. 
4/ Commercial Interest Reference Rates. For the World Bank snd the main regional developments banks (AtDB/AfDF, and IDB). the 
CIRR-based discount rate is derived from the weighted average of average ClRRs in 1995 for the top five currencies in which the outslandig 
loans arc repayahk. For the other institutions, average ClRRs in 1995 for either U.S. dollar. ECU, or SDR are used. A margin rcflcctiig 
longer repayment pmiods was added (0.75 pcrccnlage p&u for rcpsymcnt pcricd of less than I5 yews. 1.0 percentage points for 
15-20 years. 1.15 pcrcentagc points for 20-30 years, and 1.25 percentage points for over 30 yews). 
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Box 4. Multilateral Institutions’ Support for Private Sector Development 

Multilateral institutions are increasingly focussing on The IDB opened a private sector lending window in 
the support for private sector development and 1994 that pmvides direct lending to private sector 
privatization, recognizing the private sector es the entities without govemment guarantees. Financing 
main engine of gmwih While direct involvement of through the window was $198 million in 1996, 
multilateral institutions is limited due to resource together with $238 million provided by commercial 
constraints. their role is mainly catalytic through the banks under co-financing arrangements. The Inter- 
mobilisation of private fmancial flows to the private American Investment Corporation (UC) has been 
sector in developing counties. providing direct support for the private sector since 

1989. The Multilateral Investment Fund (MIF) was 
World Bank assistance to the financial, paver, enbusted by its members to promote private sector 
telecommunication, oil and gas, and industry and investment and began operations in 1993. The AsDB 
mining sectors, where private sector enterprises are also provides assistance in the form of loans without 
more active, totaled $5.6 billion in its fiscal year govemment guarantees (S I56 million in 1996) and in 
I996 (ending June 1996). World Bank operations equity investments ($107 million). 
were in many cases designed lo wppti structmal 
changes to create an enabling environment for private The EBBD has the spccifm aim of assisting the 
investment and to leverage private capital flows. The countries of Central and Eastern Europe and the 
IFC approved fmancing of $3.2 billion for more tbsn former Soviet Union to develop into market-oriented 
250 projects in FY 1996 compared to $2.9 billion in economies. The primary targets of its financing are 
FY 1995, that was complemented by $4.9 billion in private companies or state-owed enterprises 
the form of loan syndications and the underwiting of undergoing ptivatization and the creation of new 
securities issues and investment funds. Also, the companies. The EBRLI is guided by the statutory 
World Bank has become active during the past requirements that its commitments to the public 
decade through loans and guarantee operations to sector are not more than 40 percent of its total 
support the private provision of infrastructure. 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 tbe principal 
tool in the operations of multilateral institotions, 
fmancial instruments other than such loans have been 
developed to meet the growing needs for private 
sector development and privatization and to leverage 
private capital flows, reflecting the recognition of the 
private sector as tbe 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 seetor. Some 
multilateral institutions have established an afliliated 
institution special&d in direct lending to the private 
sector without government guarantees, OT a window 
for such operations. For example, the IFC provides 
loans directly to private sector entities essentially on 
commercial tams without government guarantees, 
and the AsDB and IDB opened windows for direct 
private sector lending (see Box 4). 

Equity and quasi-equity participation. Some 
multilateral institutions undertake equity or quasi- 
equity investments in various forms, including 
subscriptions to ordinary shares or prefelred shares, 
subordinated loans, debentures, and underwiting 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 to take only 8 minority position and 
have an exit strategy. 

Gusrantee. Guarantee operations are designed to 
enhance market access for projects and thus help the 

borrowing country to mobilize private sector 
resoms by reducing private lendem’ exposure to 
risks. Multilateral institutions oflen provide partial 
risk and partial credit guarantees.’ Partial risk 
guarantees cover risks arising from nonpetformance 
of sovereign contractual obligations; risks typically 
covered include foreign currency cmwxtibiMy, 
nondelivery of inputs and/or nonpayment for output, 
nonperformance of public-backed contracts, changes 
in the regulatory environment or political force 
majeun; and govemmen t colmter-gurumtees are 
required in most cases. Partial credit guarantees cover 
all events of nonpayment of B designated part of the 
debt service. These guarantees encourage the 
transformation of shorter-term fmancing to longer 
maturities than typically provided by private lenders 

Cotlnanelng and syndication. Cofmancing and 
syndication play an important role in mobilizing 
fmancial resources from other institutions. both 
official and private. Potential sources include 
commercial banks, other international fmancial 
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 be&it t?om the multilateral 
institutions’ umbrella of protection. 

‘These guarantees arc designed to catalyze fmancing 
6om private lenders. For this reason, only “partial” 
guarantees are usually offered with risks shared by a 
guarantor and private lenders 
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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 l3).u *’ Among 
these, 5 agreements were concluded on middle-income (nonconcessional) terms, and 
18 agreements were reached with low-income countries on Naples (concessional) termsz6 

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, 
Pent, 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 stabilisation and structural 
reform. Of the I8 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-IO reschedulings involved a 
67 percent NPV reduction of eligible debt and 3 reschedulings a SO 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 

*%e O&ial Financingfor Developing Countries, WorldFxawxoic awlFintie.l Swveys, IMF. 1995 for the 
detailed description of earlier developments. Appendix I11 of this paper contains a glossary of technical terms 

%xx 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). 

*%n 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. 

27A low-income country based on the World Bank’s GNP per capita classification. Ghana’s authorities requested B 
limited nonconcessional deferral of certain long-standing arrears only. 
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Table 13. Paris Club Reschedulings of Offkial Bilateral Debt, 1995 -July 1997 
(21 Chrmological Order) 
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Table 14. Status of Pmis Club RescldulinS Cmatrie~ (ss of July 31.1997) I/ 
(Datearefertocndofalrrentorlastddalionpuiod)~ 



- 54 - 

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 1996.29 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 
rescheduhngs 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)3’ 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 I. 

*‘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 IMP-supported program. 

“According to creditor information 
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April 1996 (see Box 6), the largest in the hist.ory 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 reliep3 granted during the 
consolidation periods is estimated at about $19 billion; tier taking into account some 
$1 S 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 (concessional) terms 

Flow reschedulings 

Recent flow rescheduling agreements with low-income countries were all on Naples 
terms3’ Most agreements covered consolidation periods up to the expiration of arrangements 
with the l&IF, granted comprehensive coverage of debt and contained a goodwill clause 
providing for a titure stock-of-debt operation. The degree of concessionality of rescheduliigs 
(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. 

‘2The 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). 

34Naples terms are described in detail in Ofjcial Financingfor Developing Countries, World 
Economic and Financial Surveys, IMF, 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 
behveen 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 Tom January 1996 to March 
1999 and a subsequent stock treatment (reprotiling) 
of previously rescheduled debt. Both these elements 
were on nonconcessional tams. 

agreement have been made, (i) outstanding amounts 
as of April I, I999 of principal on pre-cutoff date 
debt consolidated under the previous rescheduling 
agreements (1993.1994, and 1995) will be reprotiled 
and are to be repaid in 38 semi-annual graduated 
payments starting on February 20,2002 and ending in 
2020, and (ii) outstanding amounts of deferred 
principal payments on short-term debt, debts 
contracted in 199 I, and moratorium interest 
capitalized under the previous rescheduling 

The MYRA covered (I) 100 percent of principal and agreements (1993.1994, and 1995)’ will be 
interest (exclndiig late interest) falling due from reprofiled and are to be repaid in 30 semiannual 
January I, 1996 to December 3 I,1998 on non- graduated payments starting on February 20.2002 
previously rescheduled pre-cutoff date debt,’ and ending 2016. 
(ii) 40 percent of such payments falling due in the first 
quarter of 1999, and (iii) 100 percent of principal Unlike the previous rescheduling agreements, there is 
falling due from January I, 1996 to March 3 1, 1999 no capitalization of moratorium interest. All other 
on amounts consolidated under the previous emounts due and not covered by the agreement are to 
rescheduling agreements (1993, 1994, and 1995). be paid on their due dates, while arrears outstanding 
Payment of the rescheduled amounts is to be made in es et the date of the present agreement, if any, were to 
38 semiannual graduated payments starting on he paid as soon as possible and not later than June 30, 
February 20,2002 and ending in 2020. 1996. 

ln addition, the agwement provides for a deferral of A termination clause linked to the EFF arrangement 
(i) 100 percent of principal and interest (excluding would allow creditors, after consultation with the 
late interest) falling due &XII January 1, I996 to Russian authorities, to terminate the agreement if the 
December 3 I, 1998 on debts contracted in 199 I, scheduled 1996 quarterly reviews under the extended 
(ii) 100 percent of defexed principal payments falling arrangement were not completed; in the event, all 
due from January I, 1996 to March 3 1, 1999 on these reviews were completed A trigger clause links 
short-term debt, debts contracted in 1991, and the continued application of the agreement to 
moratorium interest capital&d under the 1994 and approval of the annual arrangements under the 
1995 rescheduling agreements, and (iii) 100 percent extended arrangement for I997 and 1998 as well as 
of deferred principal payments falling due from the completion of the foal quarterly review scheduled 
January I, I996 to December 3 I,1996 on under the extended arrangement. 
moratorium 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 in 2016. ‘The cutoff date is January I, I99 I. 

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

‘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) e multi-year rescheduling 
(MYRA) through the end of 1988, and (ii) e 
subsequent reprofiling of the stock of debt due under 
Lhe 1991 rescheduling agreement with Paris Club 
creditors; both these elements were cm non- 
concessional terms. Under the MYRA, some 
%I,1 billion were. covered. Current maturities on pre 
cutoff date commercial debt (not previously 
rescheduled) felling due from April I, 1996 through 
December 3 I,1998 were rescheduled with declining 
coverage (100 percent in l996,85 percent in 1997, 
60 percent in 1998) over I8 years, including 1 year 
grace, on e graduated payment schedule.’ Current 
maturities on pre-cutoff date commercial debt 
consolidated under previous reschedulings (199 1 and 
1993) and felling due during the consolidation period 
were rescheduled cm 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 IO years’ grace, and 
with equal semi-annual repayments. Unlike previous 
reschedulings, there was no capitalization of 
moretorium interest. 

Provided tbe EFF arrangement is on trsck (with 
completion of the last scheduled review), and all 
payments under the agreement have been made, 
maturities due on or a&x Januay I, I999 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 e year through 2009. rapidly 
declining thereafter. ODA loans would be repaid 
over 20 years including 1% yews’ grece with equal 
semi-annual payments. The agreement contains an 
acceleration clause under which repayments on 
reprofiled debt would be increased by 20 percent (and 
thus accelerated) if cwnulative real GDP pwth WJCI 
any of the three 5-year periods spanning 1996-2002 
exceeds the assumptions in the authorities’ 
medium-term program by more than 3 percentage 
points 

All other amounts due and not cawed by tbe 
agreement were to be paid on their due dates, while 
errem outetendiig es et the date of the present 
agent, ifany. were to be paid as won as possible 
and not later than October 3 I, 19%. 

A trigger clause links the continued epplication of the 
agrcement to eppmval of the annual arangements 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 e close reletionsbip witb the IMP 
that would include enhanced surveillance and 
reporting of Peru’s eaxunic policies and 
pWfOII”i3”C~. 

‘Annual peymsnts rising gradually lhrough year 16, 
markedly declining ticreatler. 
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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, consolidationperioak 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 periods (about 1 year), reflecting shorter Ih4F arrangement periods. The 
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.M 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 8uther 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 

% 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-cut& 
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 terms, 
and of arrears on such debts reflected the 
circumstances of the particular couny. 

The coverage of debt previously rescheduled on 
Toronto terms was comprehensive for all countries 
that had such debts-Chad, Guinea, Madagascar’, 
Mozambique, Niger,’ Tanzania,’ Zambia. Arrears 
(including late interest) and current mahuities were 
topped up to 67 percent NPV reduction (for Guinea, 
to 50 percent of NW reduction). 

The coverage and the topping-up of debts previously 
rescheduled on London terms was less 
comprehensive. The following countries had such 
debts--Cameroon, Guinea, Honduras, Mozambique, 
Niger, Sierra Leone, Tanzania, Zambia. For 
Mozambique’, Nige?, and Zambia, arrears 
(excluding late interest) and current matunties 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 IWO agreement 

(Toronto terms) for Zambia was deferred again over 
IO years with 5 years’ grace. Arrears on post- 
cutoff date debt were deferred for the following 
countries: Cameroon-such arrears were deferred 
with monthly rqmyments over one year; Chad-one 
creditor deferred such arrears over 3 years; 
Congo-such arrears. including amount that were 
deferred under the 1994 rescheduling agreement, 
were deferred non-concessionally over Ihe 
consolidation period, entry-into-force of the 
agreement was lied to the payment of 2s percent 
of such arrears by end- 1996; Mozambique--such 
arrears were defetTed for about I8 months; 
Niger-such arrears wen deferred for about one 
year with hvo semiannual payments. 

‘For Madaeascar. debts 6om the fust but not f?om 
the most r&d a&ement on Toronto terms (1990) 
were consolidated and topped up. 

‘For Niger, late interest on debts previously 
rescheduled on Toronto 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: I ‘I-year 
maturity, including a 3-year grace period; 
Sierra Leone: 15-year maturity, including a 3-year 
grace period; Tanzania: 6-year maturity, including a 
3-year pace period. 
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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). 

Sfock-of-debt operations wiih 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 
C&e d’lvoire; 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 lm-ther 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):’ 

“For developments prior to mid-l 995, and a further discussion of issues, see “Oflicial Financing for Developing 
Countries”, W/95/228 (9/8/95), Box 1 I; Stv4/94/237 (9/l/94), Box I; and SM/93/93/124 (8/23/93), Annex I. 
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Box 9. Stock-of-Debt Operations on Naples Terms 

Uganda was the lirst low-income rescheduling 
country to receive a stock-of-debt operation under 
Naples terms. The February 1995 tenns-of- 
reference rescheduling provided for 67 percent 
net present value reduction of all prc-cutoff date 
debt, excluding the debt previously rescheduled in 
I992 on London terms (which had already 
received 50 percent net present value reduction). 
The level of concessionality for debt rescheduled 
in 1989 on Toronto terms, including arrears and 
late intcrcst, was increased (“lopped-up”) to 
67 percent in net present value terms. 

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

Subsequent stock-of-debt operations were agreed 
for Guyana and Mall in May 1996. Burkina 
Faso in June 1996. and Benin in October 19%. 
These covered all eligible debt outstanding, and 

Bolivia received a stock-of-debt operation in provided for a topping up to a 67 percent NF’V 
December 1995 that covered all eligible debt; a reduction of all debt previously rescheduled on 
67 percent NW reduction was applied to pre- concessional Toronto and London terms. There 
cutoff date debt not previously rescheduled and were only minor exceptions: for Guyana, small 
previously rescheduled on nonconcessional tams, amounts of interest deferred under the 1993 
while debt previously rescheduled on Toronto and London terms agreement were excluded; for 
London terms was topped-up to a 67 percent Benin, moratorium interest deferred under the 
NPV reduction from the origi”al Levels of 1993 London terms agreement was excluded. 
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Box 10. Paris Club “Lyon” Terms 

Following the proposals made at the Lyon summit 
in June 1996, Paris Club creditor countries agreed 
on modalities 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 (ii) 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 NF’V of debt-to-exports within the 
range of 200-250 percent and debt-service ratios 

in the range of 2&25 percent at the end of the 
adjustment process. Specific targets in relation to 
the relevant benchmarks BT~ to be considered in 
light of cow&y-specitic 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 confum that 
multilateral institutions and other creditors make an 
appropriate and consistent contribution to the 
common objective of debt sustainability. Creditors 
also agreexl 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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The Russian Federation and Nicaragua finaliied an agreement in October 1996 to 
restructure all 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 5-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% percent. In 
1996-97, Nicaragua also concluded agreements on concessional terms with El Salvador 
($40 million) the Czech Republic ($141 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 
(USED 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 etiemal 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 

“As a result of the zero-option agreement behveen these countries and the Russian Federation, the latter took over 
the external debt of the FSU. For B description of this agreement see Appendix III in “OIXcial Financing for 
Developing Countries”, World Economic and Financial Surveys, IhJF, 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 inMarch 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 tinure 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 HlPC Initiative 39 

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 staffjointly 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 @PCs) 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 decisionpoint. 
During this period, the country needs to establish a strong track record under lMF- 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 could 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). 

‘Tar a more detailed description of the HIPC Initiative, see “Debt Relieffor Low-Income 
Countries”, by Anthony R. Boote and Kamau Thugge, International Monetary Fund, 1997. 
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Chart 14 
THE HEAVILY INDEBTED POOR COUNTRIES (HIPC) INITIATIVE--SUMMARY 

APPENDIX I 

First Stage 

/‘- 
Dccisi? Point ~ 

f 
Completion Point 
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Table 17. HIPC Initiative: Possible Timing of Decision Points I/ 2/ 

1997 1997 
Jan.-Sept. Oct.-Dec. 

Benin C6te d’lvoire 
Bolivia Guyana 
Burkina Faso Mali 
Uganda Mozambique 

Senegal 

1998 

Chad 
Ethiopia 
Guinea-Bissau 
Mauritania 
Sierra Leone 
Togo 
Vietnam 

1999 

Congo, Rep. of 
Guinea 
Madagascar 
Nicaragua 
Niger 
Tanzania 
Yemen 
Zambia 

2000-2001 

Angola 
Burundi 
Cameroon 
Central African Republic 
Congo, Dem. Rep. of 
Equatorial Guinea 
Honduras 
Myanmar 
Rwanda 
Sgo Tome and Principe 

Sources: IMF and World Bank staff estimates. 

11 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 HIP&., this table excludes: Liberia, Somalia, and Sudan (for lack of suflicient 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 Ih4F 
and IDA decide on a country’s ehgrbdlty for assistance under the Initiative. This decision is 
based on the country’s projected debt burden at the completionpoint, 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 nonrnultilateral 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 t?uther flow reschedulings on 
Naples terms and maintaining the possibility for support under the Initiative based on its debt 
situation at the completion point. Ah 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 lh4F- 
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 NW of eligible debt, and 
the country would be required to seek comparable terms from its other offtcial 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 IMP’s participation 
in the Initiative will be linanced 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 
lMF 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 and reform, the Boards of the IMF and DA 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 Bolivia 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 &IF’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$l 10 million (US$IO million from the IMP), 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 ESAP- 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 lMP and IDA have also 
discussed eligibility of CGte d’hoire, 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 1/ 

Iast Dcvclopcd 
Cou”tncs 

Part I: Developing Countries and Territories 
(Of&al &velopmc”t As&tan*) 

Other Low 
Income 

hndries (pc’ 
capita GNP) 

4765 in 
1995) 

Lower Middle Income Countries 
(per capita GNP 576643035 in 

1995) 

source: c D Press Release of June 18, 1997. 

* Central and Eastern European Counties and New Independent States of the former Soviet Union (CEEC/NIS). 

** Territories. 

11 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. see “Development Co-operation: Efforts and Policies of the Members of the Development Assistance 

Committee”, I 996 Report, Note on page A IO I. 

Upper Middle 
Income 

Countlies (per 
capita GNP 

S303649385 
in 1995) 

%?E 
lain Eligibilit 
:s5295 in 199 r ) 

High Income 
countries (per 
capita GNP < 

$9385 in 1995) 

T Part II: Countries and 
Territories in Transition 

(Offiid Aid) 

I 

Central and 
Fastem European 

Countries and New 
Independent States 

of the former 
Soviet Union 

MOE 
Advanced 

Dcvcloping 
COU”tk 

and 
Territories 
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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 l/ 

Gross bilateral official disbursements 21 

By region 

Sub-Sahara Africa 

Nonh Africa and Middle East 

Asia 

Western Hemisphere 

Bumpc 

Other (Oceania and unallocated) 

(In percent of group total) 

21.5 17.2 16.7 14.2 13.8 13.7 

22.2 28.4 18.9 17.6 22.0 15.7 

25.3 23.7 29.1 34.2 36.0 36.3 

18.0 17.0 22.3 19.3 15.3 18.0 

3.4 3.7 3.6 3.7 4.0 3.7 

9.7 10.1 9.5 10.9 8.9 12.5 

By income group 

Least developed countries 

Low income countries 

Lower- middle income countries 

Upper-middle income counrrics 

High income countries 

unauocated 

14.6 12.8 12.3 11.2 10.3 10.5 

26.4 30.2 24.9 27.5 26.2 27.1 

30.9 28.7 28.8 29.2 31.4 29.4 
14.2 12.6 17.5 15.1 13.0 12.5 
4.0 5.2 6.4 7.8 9.6 7.8 

9.9 10.6 10.2 9.3 9.5 12.7 

Gross bilateral ODA disbursements 2/ 

By region 

Sub-Saharan Africa 

North Africa and Middle East 

Asia 

Wcstcm Hemisphere 

Europe 

Other (Oceania and unatlocated) 

31.1 22.4 25.0 24.0 24.8 24.1 
16.1 26.1 16.6 14.1 15.1 10.4 

24.9 22.0 27.7 26.6 29.4 35.0 
9.5 12.4 10.5 12.8 10.7 11.6 
2.1 3.3 3.7 4.3 3.1 3.6 

15.7 13.7 16.6 18.2 17.0 18.4 

By income group 

Least developed countries 

Low income countries 

Lower-middle income countries 

Upper-middle income counttics 

High income countries 

Unauocatcd 

22.8 18.3 19.8 19.6 20.9 20.4 

28.7 36.1 28.3 28.0 27.7 26.6 

23.1 22.9 24.9 27.1 25.1 26.0 

5.6 4.6 5.4 6.0 5.6 6.1 

4.3 4.1 5.4 3.9 3.9 2.3 

15.5 13.9 16.3 15.5 16.7 18.7 

(In billions of U.S. dollars) 

Memorandum items: 

Gmss bit&era1 ODA disbursements 21 

By region 

44.7 55.7 49.2 48.6 47.7 48.0 

Sub-Saharan Africa 13.9 12.5 12.3 11.7 11.8 11.6 
Nollh Africa and Middle East 7.2 14.6 8.2 6.8 7.2 5.0 

Asia 11.1 12.3 13.6 12.9 14.0 16.8 

Western Hemisphere 4.3 6.9 5.2 6.2 5.1 5.6 
EUUJPET 1.2 1.8 1.8 2.1 1.5 1.7 
Oceania 1.2 1.2 1.4 1.5 1.7 1.8 
Un?.ll0catCd 5.8 6.4 6.8 7.3 6.4 7.1 

Source: OECD. Geographical Distribution of Financial Flows to Aid Rccipicnts. 

l! Provisional 
2/ Total official flows defmed 86 grants. gross ODA loans, and other grass contractural lending 

including official export crcditr). 

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

de&it for the gross ODA equivalent of tix revised data in Tables 1 and 2 is not yet availablu-however, 

the revisions to the aggregate data were not large. 
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Table 20. Heavily Indebted Poor Counties: Net Disbursements from Multilateral Instihdions, 1985-96 I/ 

Annual werage h. Annual wemgc Rev. 
1985-89 1990-94 1995 19% 1986-89 1990-94 1995 19% 

Angola Y 
Benin 
Bolivia 
Burkina Faso 
Butindi 2’ 

7 21 29 30 
39 78 73 60 

147 134 263 t32 
41 85 109 76 
68 56 20 51 

CUllUOOll 76 73 -45 125 
Central African Rep. 40 46 22 12 
Chad 29 76 59 118 

Congo, Dan Rep. of ?I 139 72 -1 -103 
Congo, Rep. of 35 21 -21 10 

C8tc d’lVOire -8 114 149 160 
EqUlti Guii 2/ 8 8 1 6 
Ethiopia 75 204 175 238 
Ghana 189 187 150 106 
Guinu 2/ 59 136 154 63 

Guinea-Bisssu 2! 
Guyana 21 
HandWOS 
Key 
ho P.D.R. 2/ 

25 24 12 26 
19 53 7 26 
25 107 47 -38 
89 64 32 32 
27. 66 to4 96 

Liberia 21 15 -2 0 43 
M.dagucu 108 70 46 43 
Mali 62 91 158 93 
M.“IilUii. 38 49 66 68 
Mozambique 54 164 188 314 

Mymar 21 

Nicaragua 
Niger 
Nigeria 
Rwanda 

Sl 

I4 
64 

285 
50 

7 
109 

6 
54 
95 

12 -24 -17 
79 103 92 
29 9 37 

218 -37 82 
45 56 26 

S&o Tom6 & Pdncipc 
Senegal 
Sims Leone 
Scmslia 2! 
Sudan 21 

20 12 17 
80 64 93 
35 to4 107 
t1 0 0 
96 -3 8 

T&a 121 173 130 I56 
Togo 35 28 4t 24 
Uganda 70 207 188 265 
Viehlam Y -2 52 182 298 
Yemeq Rep. of zi 52 37 56 163 

Zambia 14 85 579 85 

Total 2,487 3.204 3,254 3.135 

(Inmillions ofUS. dollars) (In pmont of cxpom of goods k Savk) 

0.3 
9.5 

25.8 
10.2 
59.9 

3.7 
22.3 
17.6 

6.7 

4.0 

-0.2 
24.1 

10.1 
20.9 
13.1 

0.6 
14.5 
13.9 
20.2 
52.1 

3.0 
23.8 
33.6 

1.8 
2.8 

3.3 
15.7 

25.6 
16.5 
18.3 

179.5 

0.4 
4.0 

3t.t 

106.0 
6.3 
9.3 
2.8 

35.9 

4.0 
27.6 13.5 
16.5 16.8 
10.7 10.7 
26.8 45.1 

14.3 

5.5 
17.3 
4.3 

28.1 

87.1 
10.4 
2.7 

59.1 

10.5 

29.5 
6.3 

21.0 

2.0 

19.6 14.1 
9.2 3.1 
1.7 -0.3 

33.2 36.8 

203.6 89.8 
5.3 3.7 

20.4 98.7 

6.8 

7.8 

16.7 

28.2 10.3 
6.6 12.8 

86.7 29.2 
0.9 2.7 
t.4 1.7 

7.2 44.7 

6.7 5.8 

0.8 
12.6 
20.5 
29.7 
14.1 

-1.6 
9.6 

22.0 

0.7 
10.3 
9.6 

20.1 
28.7 

-1.7 

3.3 
1.1 

15.4 

9.3 
21.5 

25.6 
1.1 
2.6 
1.1 

23.1 

4.7 
5.3 

46.7 

-5.0 
0.6 

3.9 
6.2 

22.3 

6.9 
8.0 

102.2 
3.7 

-2.1 
1.1 

L9.2 

-8.3 
5.9 9.4 

24.1 14.9 
12.2 12.1 
38.8 57.3 

-1.2 

13.5 
14.0 
0.6 

14.5 

116.4 
5.1 

85.1 
0.0 
0.6 

11.9 
6.8 

45.4 
3.7 
4.7 

5.9 

4.9 

Sources: World Bank Debtor Repaxing System (DR?.); and 1MF lnfcnvtinul Financial Sutisics (IFS). 

1, Disbursaamts on medium- and long-tam public md publicly guvanteed d&C includiig to ti IMF. The data is 
derived from tbc DRS except for tk data on leading by 8,~ 1MF. 
21 Annual awage of net dishursemcnts in pmmf of exports of goods and mica is ulculWd only for sckcted year 

due m the lack of export da. 
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Table 2 1. Developing Countries Gross and Net Disbursements on Public External Debt by Region and Creditor, 1985-96 l! 

(In billinv of U.S. doth) 

Gmu disbwcmmll 

Annual Nenp 
198549 1990-94 1994 ,995 

PCOV. 
1996 

iVet disbunemen,, 

AMd “nge 
1985-89 1990-94 1994 1995 

Pmv. 
1996 

10.1 

4.3 
2.8 
2.9 

13.8 

2.2 
4.1 
7.5 

18.6 

4.1 
3.9 

10.6 

10.3 

3.8 
2.2 
4.3 

21.3 

8.5 
3.4 
9.4 

21.4 

2.2 
1.8 

17.4 

0.6 
0.3 
3.5 
0.4 
1.9 
0.7 

8.6 

5.3 
2.0 
1.4 

13.7 

3.1 
3.2 
7.4 

28.5 

$3 
1.1 

13.9 

12.0 

6.0 
2.7 
3.3 

25.4 

10.5 
3.6 

11.3 

26.8 

6.2 
3.7 

16.9 

0.5 
0.2 

12.0 
0.9 

15, 
3.1 

7.8 

5.9 
1.2 
0.7 

12.5 

3.8 
2.7 
6.1 

34.8 

6.2 
7.7 

M.9 

11.3 

5.4 
2.8 
3.2 

25.5 

7.9 
3.4 

‘4.2 

22.2 

8.3 
2.9 

11.0 

0.4 
0.6 

17.3 
1.3 

23.5 
4.2 

9.8 

7.4 
1.4 
1.0 

8.1 

5.7 
1.1 
1.2 

5.2 

2.3 
2.0 
0.9 

4.1 

3.1 
I.1 

-0.1 

3.4 

3.4 
0.3 

6.4 

2.9 

2.9 
0.3 

6.3 

1.8 

2.9 
4.4 
-0.7 

10.2 11.1 5.7 1.6 1.0 2.8 4.2 

3.7 4.0 LO 1.1 L.6 1.3 1.6 
2.0 2.0 2.2 0.5 -1.8 0.3 0.3 
4.4 5.1 2.5 0.0 1.2 I.2 2.2 

39.2 33.8 7.5 11.1 14.7 15.6 10.2 

6.3 6.3 2.1 2.2 2.3 2.P 2.6 
10.7 6.4 2.1 4.1 33 5.5 1.8 
21.2 21.1 3.3 4.1 8.9 7.2 5.8 

9.3 

4.1 
2.5 
2.8 

14.2 

4.9 
3.3 
5.8 

6.2 

13 
1.1 
3.3 

6.1 

3.8 
0.9 
1.4 

2.5 

2.2 
0.2 
0.1 

3.4 

1.2 
1.0 
I.2 

59.8 60.6 7.0 3.6 2.8 31.8 16.3 

25.7 10.7 3.1 1.0 -1.7 ‘4.5 0.6 
14.1 3.5 t.7 0.6 -0.8 7.7 .lO., 
20.0 46.4 2.2 1.9 5.4 9.5 26.J 

29.7 30.9 3.8 

12.7 
2.2 

14.8 

10.2 
4.9 

15.8 

-0.6 
-0.1 
4.5 

0.4 0.8 0.1 
0.2 0.1 0.1 

20.8 39.2 0.8 
1.9 2.2 0.D 

27.7 20.1 -2.6 
7.8 4.6 0.0 

11.7 

3.7 
2.3 
3.7 

0.0 
0.0 
6.3 
0.4 
1.9 
1.3 

5.8 9.8 13.8 

4.2 
1.7 

.0.1 

-0.2 
0.3 
8.3 
0.9 

11.4 
1.6 

6.4 
0.1 
3.3 

0.1 
0.0 

10.4 
1.4 

14.5 
4.6 

6.4 
3.0 
4.5 

0.2 
-0.2 
28.9 

I.5 
5.4 
1.7 



- 
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Table 23. Paris Club Rescheduliags of Ofticial Bilateral Debt: Amounts Consolidated 
in Successive Reschedulings, 1976-July 1997 
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Table 24. Middle-Income Rescheduling Counties, Amounta Due and Consolidated 
under Flow Reschedulings, August 1995~July 1997 l/ 

(In millicns of U.S. dollus, unless henvim indicated) 

Arrears 21 Current maturities 
(falling during the 

consolidation 

Total 

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 
Consolidated amounts 

Non-previously rescheduled 
Previously rescheduled 3/ 

Of which: deferrals 
Deferred 

Post-cutoff 
Short-term 
Moratorium interest 

Debt service payable 
Not treated 

Non-previously rescheduled 
Previously rescheduled 

Of which: deferrals 
Post-cutoff date debt 
Short-term debt 
Moratorium interest 

376 21,285 21,661 
376 21,285 21,661 
121 6,131 6,253 
255 15,154 15,408 

3,708 3,708 

207 
79 

79 
2 

54 
13 
61 

16,825 17,032 
2,584 2,663 

379 379 
2,205 2,284 
1,028 1,030 

11,487 11,541 
321 335 

2,432 2,493 

Debt service payable 
in percent of debt service due 47 

Sources: Paris Club; and 1MF staff estimates and projections 

l/ 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 I/ 

(In millions 0fU.S. dollars, unless otherwise indicated) 

Arrears 21 Current maturities 
(falling during the 

consolidation 
period) 

Total 

Debt service due 4,582 4,677 9,259 
Pre-cutoff date debt 4,316 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 
Consolidated amounts 

Non-previously rescheduled 
Previously rescheduled 3/ 

Of which: deferrals 
Deferred for the first tii 

Post-cutoff date debt 
Short-term debt 
Moratorium 

Debt service payable 
Not treated 4/ 

Non-previously rescheduled 
Previously rescheduled 

Of which: deferrals 
Post-cutoff date debt 
Short-term debt 
Moratorium interest 

4,296 
4,192 

908 
3,284 

390 
104 
104 

649 
124 

124 

104 
58 

364 

3,390 
3,390 

787 
2,603 

66 

1,417 2,066 
367 491 

8 8 
359 483 
219 219 
915 1,019 

5 63 
130 493 

7,686 
7,582 
1,695 
5,887 

456 
104 
104 

Debt service payable 
in percent of debt service due .., 22 

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

l/ 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 agreemtmt. 
4/ Including late interest 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 ofUS. dollars) I/ 

stocks stocks Total 
Treated 21 not Treated Stocks 

Total 
Pre-cutoff date debt 

NPRD 
Previously rescheduled 

NC 31 
Toronto terms 
London terms 4/ 
Naples terms 
Deferrals 

Post-cutoff date debt 
Short-term debt 

2,090 
2,090 

235 
1,855 

901 
574 
349 

31 

1,433 
319 

319 

67 
236 

17 
1,048 

65 

3,522 
2,409 

235 
2,174 

901 
574 
416 
236 

48 
1,048 

65 

Sources: Paris Club; and lMF staff estimates. 

NPRD--non-previously rescheduled debts, NC--debt previously rescheduled non-concessionally. 
l/ 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) 

D&X Number of 
co”“tria, Rescheduhgr 1, 

Amount 
caruolidatcd 21 

(hIllilliaU 
0fIJ.S. 
dollars) 

Consoli~ion Tmna 4, 
pctiod 31 omx bawily 

(h m&j *Y-j (In years) 

Bolivia 
Bolivia 
Bolivia 
Bolivia 
Bolivia 
Bolivia 

Bnuil 
FkUil 
Ihzil 
Brazil 

Lhdg?JiP 
BUlgUia 
Bulgaria 

Burkina Faso 
BurkiN Puo 
B”rkh Paso 

camaom 
CMaoon 
c- 
CamnoOn 

Cc&al Afdun Republic 
Ceniml A.&m Republic 
ccntnl ASka Rqmbliic 
Cmkal Africa Republic 
Cmtral Afric.n Rspublic 
Centi Aftion Republic 

cbd 
Chad 
Chad 

CbilC 
Cbi,C 

&go, Dmmatic Republic of 
Congo. Democratic Republic of 
Congo, Demomtic Rqmblic of 
Congo, Democratic Republic of 

Congo, Dawntic Republic of 

I 
,I 

I 

I 
II 
III 
I” 
V 

1 
II 
III 
IV 

I 
II 
III 
I” 
” 
VI 

I 
II 
III 
I” 

1 
II 

III 

I 
II 

I 

I 
II 

III 
I” 

I 
II 

I” 
V 
VI 

I 
,I 
111 

I 
II 

I 
II 
III 
I” 

I 

06/01/94 
07Lw95 

5345 
7,320 

446 

12 3.0 
36 I.5 

07/20,89 I, 6.0 

0,,,6,8J 2.040 12 5.0 
05i-20/87 1,260 I4 4.9 
lw2,/89 2,400 15 5.8 
09,,9/9, 1,476 9 6.2 
07/22/92 2,700 29 1.1 

06nw89 
12/18!91 
06/21/93 
IO/l596 

193 
152 
25 

209 

13 
,9 
29 

StOCk 

06lZJl86 
11/14/88 
03/,5/90 
o,n4,92 
03n4m 
I2/14/95 

449 
226 
276 

65 
482 
88, 

I2 
IS 
24 
29 
36 

Stock 

1If23/83 
OlR1187 
07nW88 
02126/92 

2337 
4,178 
4.992 

10,500 

640 
251 
200 

17 
30 
20 
20 

Toronto 
Lcdmtcrrm 
Lmdmtemm 
Naples tuml 

5.0 
5.9 
Toronto tsrma 
L.mhtomu 
Naples tmm 
Naplcrtamr 

4.0 
3.0 
5.0 
1.8 

o-l/17/91 
,2/14/92 
04/13/94 

03/15/9* 
05/07/93 
o.m0,96 

OU2619J 

OY24t89 
o,n3,-92 
03n5t94 
,,/L6/9J 

I2 6.J 
5 6.3 

13 5.9 

71 
36 
64 

149 

535 
1,080 
1,259 
1.129 

72 
I3 
14 
28 

4 
32 

7, 24 
7, 24 
7, 17. 

146 
157 

IS 
33 

stock 

30 

12 
9 

18 
12 

06/,2/U, 
07/08/83 
11rL7.185 
,2,14/88 
06/,5/90 
04Ku94 

10/24/89 
02,28,95 
cmM96 

07,,,,85 
04/02/87 

07,,8,86 
09/13/w 
06nom 
07/1G96 

I2 
12 
1% 
‘8 
I2 
12 

IJ 
12 
32 

Tormtotams 
Iandon tamv 
N.plu tmn, 

Nsples tmm 

6.0 
8.2 
Lmdmltmna 
N.p,es Ien,,, 6, 

4.0 
5.0 
4.8 
Tomntotemm 
TamfotaM 
Londmtcrrm 

18 
2, 

20 
2, 
II 
36 

Tamto- 
Naplcrlem 
Napln term 

2.8 
2.6 

756 
1,052 
1,175 
1,758 

3.7 
5.8 
8.1 
Naplcrtmnr 

06/,6r76 270 18 1.0 7.5 

14.5 5, 
13.5 J/ 

9.5 

9.5 
9.5 
9.3 
9.7 

13.6 5, 

9.5 
9.3 

7.5 
3.5 
9.5 

13.3 5, 

10.0 
9.8 
9.4 

9.5 
14.6 

8.5 
9.5 
93 

6.3 
6.1 

9.1 
14.3 
14.6 
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Table 27: Reschedulings of Offkial Bilateral Debt, 1976-July 1997 (continued) 
(OveIview) 

Congo, Dmomtic Republic of 
Cango, Dmrmtic Republic of 
Congo, lkmomtic Republic of 
Congo, De,mmtic Republic of 
Congo, Danocatic Republic of 
Congo, Democratic Republic of 
Congo, Democratic Republic of 
Congo, Dmoa~tic Republic of 
Congo, Dmmxntic Republic of 

coda Rica 
c* Rica 
cosla Rica 
Costa Rica 
c* Rica 

Croatia 

Dominican Republic 
Dominican Republic 

ENdor 
Ecuador 
Ecuada 
P.uuda 
Ecuador 
Ecuador 

Gambia, ‘llw 

II 
III 
I” 
v 
VI 
MI 
VIII 
D( 
x 

I 
II 
III 
I” 
v 

I 
II 
111 
I” 
” 
VI 
VII 

I 

I 
,I 

I 
II 
II, 
I” 
v 
VI 

I 
II 

I 

I 
II 
111 
I” 

I 
II 

I 

I 
II 
III 
I” 
v 
VI 
VII 

I 

07,07”7 
,2/0,“7 
,2/,,“9 
07109/U, 
,2/20183 
09/18,85 
OJ/IJ/86 
05/,8/87 
06/23189 

40 
1,040 

500 
1,497 

429 
671 

I.530 

01,11/83 136 
04~22185 166 
05/26/89 182 
07/16/9, 139 
06R2i93 58 

05/04/84 
06l25/85 
05127186 
,2,,7,87 
,2,,g/g9 
Ilnol9l 
03122194 

03n1195 

230 
213 
370 
567 
934 
806 

1.849 

86, 

05n1185 290 
,,/22/9* 850 

07128183 142 
04/24/8J 450 
0,/20/88 438 
10/24/89 397 
OlR0192 339 
06127194 293 

OS,22187 
OY2Ji9, 

09/,7ml 

07RZUJ 
03103189 
04,02,92 
12115194 

12116192 
ov24197 

6,350 
27,864 

135 

38 
IO 
32 
5, 

44, 
184 

07,,7,95 288 

OW.008 63 
01122187 387 
03,2,,88 326 
09/,9/89 545 
,on4/91 498 
04/,5194 *,36n 
12112195 1,030 

09119/86 I7 

(In milhona Consolidation Terms 41 
0fU.S. p&d 3/ GTXZ Mlblrily 
dollus) (In month3) (In years) (In Y-m) 

I2 3.0 
6 3.0 

18 3.5 
12 4.0 
I2 5.0 
I, 4.9 
I2 4.0 
13 6.0 
13 Toronto term 

8.5 
9.0 
9.0 
9.5 

10.5 
9.4 
9.5 

14.5 

18 
15 
14 
9 

3.8 
4.9 
4.9 
5.0 
2.0 

13 
12 
36 
16 
16 
I2 
37 

12 

IS 
18 

I2 
36 
14 
14 
I2 
6 

,8 
Stock 

13 

I8 

4.0 
4.0 
4.1 
5.8 
7.8 
8.0 
Luldonlc?ms 

8.3 
9.4 
9.4 
9.5 
6.5 

8.5 
8.5 
8.6 
9.3 

13.3 
14.5 

2.1 

4.9 
7.8 

3.0 
3.0 
4.9 
5.9 
8.0 
8.3 

4.7 
2.5 

8.0 

4.5 
Toronto terms 
London terns 
London terms 

Londonterm 
Nqllcs lemu 

13.6 

9.4 
14.3 

7.5 
7.5 
9.4 
9.4 

15.0 
14.8 

9.2 
35.0 

14.5 

9.0 

I2 
21 

35 
34 

I2 3.1 14.6 5, 

15 
12 
16 
I, 
I2 
36 

3.9 
5.0 
4.0 
5.0 
2.0 
I.0 

5.0 

9.4 
9.5 

10.0 
10.0 
14.5 5, 
13.5 Ji 

9.5 
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Table 27: Reschedulings of Official Bilateral Debt, 1976-July 1997 (continued) 
(Overview) 

I 

I 

1 
11 
111 
I” 
” 

I 
11 
111 

I 
II 
III 
IV 

1 

I 
II 
I” 

1 
11 
n1 
Iv 
V 
VI 
VII 

I 
II 
III 
IV 

I 

I 
II 
Ill 
IV 

I 
II 
I” 
IV 
” 
VI 
VII 
VIII 

I 
II 
Ill 

I 
II 

04,07/96 

03RJl93 

04lW86 
04ll2iZ.9 
IlIl8m2 
01n5/95 
02/26/97 

IOR7An 
IO!%sm9 
02r23m5 

7, 93 

440 

196 
I23 
203 
156 
123 

15 
21 

19J 

OJfN89 19J 
09/12mO 123 
OJm6m3 39 
OJll3t96 793 

05/30/95 

09n4mo 
lOr26i92 
03mb96 

117 

280 
180 
112 

07/19/8J 
03MJl87 
10124/88 
04n6lm 
07/19!91 
oInsi93 

105 
62 

124 
147 
179 
127 
291 

4.9 
Tmodo(enn 
Londm- 
NM-- 
Naplea tmms 6, 

9.7 
Tc-mnlo- 
Naples lmm 

9.9 
TaontohVE 
L-X&l- 
N+StC#llL¶ 

N4.k WUU 

8.1 
Lcmdonlams 
Nqh tam 61 

3.9 
4.0 
4.9 
4.7 
4.8 
6.0 
5.0 

07/19/89 
02nfY92 
o6n8l94 
0x43/91 

587 
77, 

1,147 
400 

I4 
12 
12 
12 
36 

18 
15 
36 

14 
3J 
17 

std 

13 

II 
I, 
13 

15 
12 
15 
18 
18 
13 
36 

18 
18 
3J 
21 

8.4 
9.5 
9.4 
9.2 
9.3 

14.3 
13.J 

4.8 9.3 
7.7 14.3 
2.1 16.6 J/ 
3.0 17.5 5, 

01/,9/94 J3J 1.3 

12/19/80 3J 18 3.3 
12,16/8, 2J 18 4.1 
Wl2lU3 17 12 4.0 
u/17/84 17 12 5.0 

04BOiRl 140 18 3.8 
07/13,X2 107 12 3.8 
03/23/84 89 18 4.8 
OJt2218J 128 15 4.9 
10/23,86 212 21 4.6 
10128/88 2J4 21 T-terms 
07/10190 139 13 Torontotam 
03R6m7 1,247 3J Naples tnrns 

7.8 5, 

7.8 
8.6 
8.J 
9.J 

8.3 
8.3 

10.3 
10.4 
9.1 

o9nm 2J I2 3.J 8.0 
10/27,83 26 12 3.J 8.0 
04fZll88 27 14 9.9 19.4 

10/27/88 63 16 Tomntotcnns 
11122189 44 26 Tamtolann 

1.0 

8.0 

5.0 

14.J 

9.4 

19.2 

19.4 

14.6 
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Table 27: Reschedulings of Offkial Bilateral Debt, 1976-July 1997 (continued) 
(oveIview) 

A”lO”“t 
consolidptcd 2, 

Date of (Inmilliom Cmwli&lion Terms 4, 

lgranmt 0fU.S. period31 Maturity 
WN) dollars) @m&J (I”Z (Inyeas) 

Moumbiquc 
Mommbique 
Moumbiqus 
Moumbique 
Mozambique 

Nicaragua 
Nicaragua 

Niger 
Niger 
Niger 
Niger 
Niger 
Niger 
Niger 
Niger 
Niger 

Nigeria 
Nigeria 
Nigeria 

Pmanla 
Panama 

PW.l 
Pa 
PCN 
PCIll 
Peru 
Pa 

Philippines 
Philippins 
Philippines 
Philippines 
Philippines 

Poland 
Poland 

III 
IV 

I 
11 
Ill 
IV 
” 
VI 

I 
II 
III 

I 
II 
III 
IV 
V 
VI 

I 
II 
Ill 
1” 
v 

I 
II 

I 
II 
III 
IV 
v 
VI 
VII 
“Ill 
Ix 

I 
II 
III 

I 
II 

I 
II 
Ill 
1” 
” 
VI 

I 
II 
III 
IV 
” 

I 
11 

,0,29,92 20 18 Lmdmte""a 
05/20/96 33 Stock N.plentmm 

04/27/U, 68 15 3.8 
051,6,86 27 12 4.0 
06/,5/87 90 I4 4.9 
06/19/89 52 12 Taonto tmm 
0,/26,93 218 24 London tcnns 
06,28/9J 66 36 Na+ tmm 

8.3 
8.5 

14.4 

06/22/83 1.199 6 3.0 5.5 
09/17/86 1,912 I5 4.0 8.5 
05,29,89 2,400 36 6.1 9.6 

10,25,83 I,152 16 3.8 7.3 
09/17,85 1,124 I8 3.8 8.3 
03/06/87 1,008 16 4.7 9.2 
10/26/88 969 18 4.7 9.2 
09/11,90 1,390 7 7.9 14.4 
02i27/92 1,303 II 8.1 14.5 

IOR,/ 283 12 
M/16,87 361 19 
06,14/90 719 30 
03/23/93 440 24 
1 l/20,96 664 32 

5.0 
9.7 
Tmto tenm 
LCdO”tamr 
N+Stnms 

London terms 
Naples knm 

10.5 
19.3 

12117191 722 15 
03n2,95 783 27 

lI/l4/83 36 12 4.3 
II,30184 26 I4 4.9 
11,2,,8J 38 I2 5.1 
11120/86 34 13 5.0 
04/21/88 37 13 10.0 
,2116/88 48 12 Toronto tcmw 
09118190 116 28 Toro”t0 ,cmls 
03/04/94 160 15 London lemu 
12118196 128 3, Naples termr 

8.5 
9.4 
9.5 
9.5 

19.5 

LZIL6186 6,251 I5 4.9 9.4 
03/02,89 5,600 16 4.8 9.3 
01/18,91 3.300 15 7.9 14.3 

09/19,85 19 16 2.8 7.3 
11/*4,90 200 I7 4.8 9.3 

11/03"8 420 12 2.0 6.5 
07,'26183 466 12 3.0 7.5 
06/05/84 704 15 4.9 8.4 
09/,7,91 5,910 15 7.9 14.5 
05,04/93 ,,527 39 6.9 13.4 
07,20196 6,724 33 1.0 18.0 

12,20,84 757 18 4.8 9.3 
0,,22187 862 18 4.7 9.2 
05/27/89 1,850 25 5.5 9.0 
06,20,91 1.096 14 7.9 14.4 
07119194 10, 586 I7 7.9 14.4 

04,27/U, 2,lIO 8 4.0 7.5 
07,,5,8J 10.930 36 5.0 10.5 
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Table 27: Rescheduling of Official Bilateral Debt, 1976~July 1997 (continued) 
(overview) 

I” 
I” 
v 
VI 

I 
II 

I 
II 
11, 
I” 

I 
11 
Ill 
I” 
v 
VI 
VII 
WI 
lx 
x 
xl 

l 
1, 
n, 
1” 
” 
VI 
VII 

l 
11 

I 
11 
111 
I” 

l 
I, 
III 
I” 
v 

I 
,I 
,I, 
I” 
v 
VI 
VII 
VIII 
lx 
x 

I 
11 

l 

11119/85 1,400 12 5.0 
1000/87 9,027 12 4.5 
02/,6/90 10,400 I5 8.3 
04/21/91 29,871 ,,I stock 6.5 

07/28/82 
WI S/S3 

234 
736 

I2 
12 

3.0 
3.0 

04,02/93 1% 
06,02/94 121 
06,03,95 121 
04/29/96 121 

14,363 
7,100 
6,400 

40,200 

12 
,2 
,2 
39 

5.0 
2.8 
2.8 

9.5 
9.0 

13.8 
18.0 

6.0 
6.0 

9.5 5, 
IS.3 5, 
l5.3 5, 

lO,l2/8l 75 12 
ll/29/82 74 12 
,2/2,/83 72 ,2 
Ol/l8,85 112 18 
11,21/86 65 16 
1,/,7,87 79 L2 
01/23/89 143 14 
02/,2/90 107 12 
06121191 114 I2 
03/03/94 237 I5 
04/20/95 169 29 

4.0 
4.3 
4.0 
3.8 
4.8 
6.0 
Tomntn tams 
TOIOllhtmnr 
Tcmntotams 
LaIdon- 
N&J terms 

1.5 
4.2 
5.0 
4.8 
Lmdmtams 
London terms 
Naples terms 

5.0 
9.5 

8.5 
8.8 
8.5 
8.3 
9.3 

15.5 

09/,5/77 39 24 
02/08/SO 37 I6 
02/OS,S4 25 L2 
I l/19/86 86 18 
1 l/20/92 164 30 
07/20/94 42 17 
03/28,96 39 24 

8.5 
9.7 

10.0 
9.1 

03,06,85 127 12 
07/22/87 153 24 

*,/,3/79 487 21 3.0 
03/18/82 203 18 4.5 
02104183 518 12 5.5 
OJiO3184 249 ,2 6.0 

09118186 1,046 12 
12113,SS 377 6 
03/16/90 199 12 
0,12,/92 69, 30 
OlRu97 1,608 3.5 

9.5 
19.0 

9.5 
9.5 

15.0 
15.5 

9.5 

06/15”9 260 21 2.8 
0200/8, 232 24 4.0 
04112183 300 I2 5.0 
06106/84 75 16 4.8 
M/24/85 27 I2 5.0 
03/22/88 139 I5 7.9 
06,20,89 76 L4 Tamnto terms 
07m9Ba 88 24 Toronto temu 
06/19,92 52 9 L4mdnniemu 
02/23/95 237 33 NapleS terms 

8.3 
8.5 
9.5 
9.3 

10.5 
15.3 

0,/25/89 209 14 4.9 9.4 
04/27/90 110 13 5.0 9.5 

05,20”8 1,300 13 2.0 6.5 
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Table 27: Reschedulings of Offkial Bilateral Debt, 1976-JuIy 1997 (concluded) 
(overview) 

consolidated 2, 
(In millions 

ofU.8. 
dohs) 

Cmolidation Tams 4, 
period 3, orace Mdurily 

(In months) o”Y-4 (I” Years) 

Vid Nm 

Yenlen 

ZMbin 
Zambia 
Zambia 
Zambia 
Zambia 
Zambia 

II 
Ill 

I 
II 
Ill 
IV 
V 
VI 

I 

I 

I 
II 
11, 
IV 

I 
II 
III 
Iv 
V 
VI 

07nm9 
07/23,80 

1.200 
3,000 

30 
19 

170 
89 
39 

110 

12 3.0 7.5 
36 4.5 9.0 

llll8/81 
12,01/82 
06,,9/87 
0,/26/89 
061,7/92 
02/20,95 

I2 
12 
12 
18 
24 

S&k 

12/14/93 791 

4.5 
6.5 
6.0 
Tormtotmw 
L‘mdo”tamp 
Na@rrtcm 

Lo”&” !R”u 

09,24/96 113 IO 

05,22,84 500 I2 
OS,24185 812 16 
0,,,3/g6 90, 12 
07,13,88 1,291 15 

Nqda temm 

4.0 
3.8 
3.9 
5.9 

OYl6/83 375 12 5.0 
07,20/84 253 12 5.0 
03,04,86 371 I2 5.0 
07/12,90 963 18 Toronto tmnr 
07,23/92 917 33 Lmdantnaa 
02,28/96 566 36 Naplea terms 

9.0 
8.0 

14.5 

6.5 
8.3 
9.4 
9.4 

9.5 
9.5 
9.5 



- 88 - APPENDIX III 

Glossary 4o 

Agreed Minute. Paris Club 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 
bilater&agreements negotiated with the debtor government that implements the Agreed 
Minute. Paris Club creditors will only agree to reschedulings with countries that have an IhIF 
upper credit tranche arrangement (SBA, EFF), SAF/ESAF, or Bights Accumulation 
Program (RAP). 

Arrears. Unpaid or overdue payments. In the context of export credits, arrears are overdue 
payments by borrowers that have not yet 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 maintenance of discipline in the terms of credit in 
international trade. To this end, members exchange information and tInnish 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 creditors. 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 

40For 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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@DSR). 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 sign&ant discount, and the 
issuance of “Brady bonds” by the debtor country in exchange for banks’ claims. Such 
operations complement countries’ efforts to restore external viability through the adoption of 
medium-term structural adjustment programs supported by the IMP 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 parallel 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 (Curbs). 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 fhtancial 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 IMP 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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l/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 countly’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 tier the cutoff date are protected from fiture 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 fidl 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 millipn 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 lily 
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, usually 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 fimds 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 par&, 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 finds 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 Tom the Paris Club is applied to the net present value of eligible debt. 

Debt reduction option. Option under concessional Paris Club reschedulings where creditors 
effect the required debt relief in net present value terms through a reduction of the principal of 
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 fbture 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 principal 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 IS, 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 (ii) 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 
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effort (expressed by a fiscal revenue-to-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. 

Debt sustainability analysis (DSA). A study of a country’s long-term debt situation jointly 
undertaken by the stat% of the IMP 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 World 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 @AC) 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 Debf 
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 
(S‘w. 

ESAF-HIPC Trust. Trust established by the I&IF in February 1997 to provide assistance to 
the countries deemed eligible for assistance under the HIF’C Initiative by the Boards of the 
Ih4F and the World Bank. Through this trust the EUF 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 chamteled. Typically involve balances of one year 
to cover future debt-service payments. Creditors who 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 
IMP 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 ofParis 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 HIF’Cs 
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 HlPCs 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 multilateral 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 (ELM). 

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 industrialiied 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 
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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 Paris 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, hut 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 period. 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 IO years, including 54 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 fbnds 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 RvlF 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 fi~ll 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 period. 

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. Orga.nization 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 Ih@, 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 fmancing 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 IO 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. 

Offcial 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. 

Offkial 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). 

Ofiicially-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 offkial development fiows (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-cutomdate 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 period 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-tern1 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 Pans 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 fimds 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 l/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 reorganisation. 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 flow 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 ofthe 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. 



‘- 104 - APPENDIX III 

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. 


