                                                     Paris Club Debt Relief, Multilater al Frameworks

                                                                                            and Implications for Poor Country debt

P. Kalonga  Stambuli 1

Pre - doctoral research Pa per

Department of Economics, University Of Surrey

2 nd  May 1999

Given that the ultim ate goal of debt stock  and debt  service reduction operations is  to com pletel y

overcom e the debt overhang, and allow debtor  countries to proceed on a path that allows them

to m eet future debt service without com prom ising on their developm ent agenda, Paris club and

m ultilateral initiative s can be construed to have set the pace for an agenda that requires further

developm ent.

1  kstambuli@surreyinstitute.org.uk

ABSTRACT

T his paper exam ines econom ic rationale and efficienc y effects of proposals dir ected at
alleviating debt problem s of poor countries. Key to the investigation i s determ ination of whether
proposed m echanisms tackle fundam ental causes of the debt crisis.

T he paper finds that despite the enthusiasm  for debt r elief, the m ajor proposals have not tack led
issues central to debt problem s of poor countr ies. T he Bak er plan  and Schum er W atk ins plan
targeted wealthier debtors in Latin Am erica who threatened integr ity of the international bank ing
s ystem , while the Bradley Plan failed to identif y who was going to bear the cost of the debt write
relief.

Proposals of the Brandt report calling for global cor rection of im balances in the international
econom ic s ystem  [also echoed in Mitterand and Laws on proposals] addressed resource needs
of poor countries, but s impl y failed to get inter national consensus. Lopsided comm ercial debt
c oncerns of the Brad y Plan have also eluded poor econom ies the bulk  of whose debt is
m ultilateral.

By r escheduling sm all am ounts of debt at m ark et inter est rates dur ing 1980´s high inflation, Paris

Club relief under "T oronto T erms" and ^ London terms~ also failed to am eliorate poor countr y
debt. ^Naples T erms~ innovativel y offered deeper relief, but m ost poor countries  were ineligible
as a result of a large part of the debts of being m ultilateral .  By providing funds to buy
comm ercial debt, the IDA Debt Redu ction F acility  of the W orld Bank  sim ilarly eluded poor states.

However, b y increas ing multilateral financing under SAF, ESAF at a faster pace the IMF has
substituted the drop in bilateral assistance, and als o facilitated debt stock  restructuring. By
disbur sing IDA credits and resources of the Fifth dim ension program  the W orld Bank  has also
strengthened the m ove towards greater concessionality.

However, preponderance of exogenous factors that constrained export perform ance, lack  of
sustained econom ic reform,  and factors constraining the abilit y of poor econom ies to realise their
full potential, m ultilateral debt service dem ands are r ising in relation to exports.

Poor countr ies alwa ys have the `willingness to pa y´ but the fact that a large share of new
m ultil ateral disbursem ents is m erely being rec yc led into m ultilater al debt service while dem ands
of the developm ent program are not m et in full is affecting their `ability to pa y´. T he challenge
facing the bilateral and international financial comm unit y is to ex tricate poor countries from  the
m ultilateral debt trap.

INTRO DUCTIO N

As a  subject, foreign aid has brought more c ontroversy unrivalled both  in theory and

practice by any other b ranch of ec onomics. On  one hand, foreign aid is construed in

the altruis tic context of i ndustrial countries assistin g their poorer counterparts to achieve

higher rates of economic growth. This is on the premise that high growth in poor

countries is key to alleviation of world poverty a nd, therefore, a  source of sustainable

gro wth of the world ec onomy (Bird, 1998).

Thirwal (1987) exemplifies the role of foreign aid in  relaxing domestic savin gs and foreign

exchange constraint of poor c ountries on the premise that most poor c ountries exhibit

chronically inadequate capacities for d omestic savings thus undermining the

achievement of high investment rates.   Th e significance of investment a s a

precondition for ec onomic growth is stipulated in the Harrod - D omar Model  (Todaro and

Smith, 1980; Thirwal, 1987)

A very pop ular caveat among ai d researchers is the view that since technological

innovations needed for development of secondary industry are likely to be imported,

inadequate capacities for foreign exchange generation justify the role of foreign aid

(Todaro and Smith, 1980).  The rati onale is that si nce most p oor c oun tries do not earn

adequate endowments of foreign exchange to finance imported investment, weak

export capacities are identified as a secondary c onstraint (Thirwal, 1987).

Apart from supplementi ng savings and foreign exchan ge inadequacies, aid is also

assigned the prop ulsive role of regenerating domestic capacities for savings and also for

exports with a view to eventual narrowing of the gaps. Aid is therefore presented in the

finite context, allowing systematic reduc tion of  dependence on external financial flows

overtime.

In fact, a stylised l ong run pattern for aid a nd development anticipates that net

recipients of external assistance will meet domestic and foreign investment resource

demands in full, and also generate sur plus resourc es to meet future obligations for debt

servicing.

However, external deb t stock escalated to unsustainable levels without c orresp onding

advances in economic development.  The oil crisis that started in 1973/74 [and resulted

in quadrupling of pr ices by 1980] had triggered such worldwide inflation that savings in

poor c ountries deteriora ted, th us widening the domestic savings - investment (S - I) gap.

The resultant deteriorati on in the balance of payments also widened the external
import - export (forei gn exchange) gaps.

The fact that developing countries resorted to rolling over their debts; c ontracting new
loans to liquidate maturing loans, and in some cases, contracting entirel y new loans to
service interest onl y exemplifies the worsening external de bt scenario in poor countries.

In contrast to the stylized reduction in external resource dependence, western bankers
ignored signals of an i mminent debt defa ult and remained more th an willing to
refinance maturing loans with shorter maturities (IMF, 1984) . 2

Mexico´s unilaterally announcement of an immediate mora tori um on foreign currenc y
debt in August 1982 exemplifies total collapse of the aid - development paradigm. Four
more countries had to postpone amortizati on payments while servicing interest only
between 1975 and 1980. 3  By 1983 the numb er of countries defaulti ng on their
repayments reached twenty - one.

In this analysis of debt relief for p oor countri es, attenti on foc uses on rationale for
formulation of measures to ensure that deb ts were repaid to sa feguard th e integrity of
the international financial system, but without compromising the financing of
development in poor countries. Formulation of debt relief has been largely inspired by
various analyses of the primary ca uses of the debt crisis itself t hat is a subject of
controversy.

This paper examines various h ypotheses on evol ution of the debt probl em and also
evaluates theoretical propositions that influence p roposals for debt relief. The paper also
examines economic and political interventions pre sented in the context of debt relief,
chief among them the Baker, Bradley, Baker, Lawson and Mitterand p roposals and
evolution of the Paris Club, traditional debt relief and the birth of HIPC. Th e main thrust of
the research  is to evalua te the econ omic eff icien cies of prop osed mecha nisms for debt
relief.

2

        Meanwhile, third world debt sno wballed fro m $130 billion in 1973 to some $612 billion in 1982

3

        Mexico made the announcement after it had failed to raise a l arge enough loan to repay external debts
that were falling due

T ABL E OF CONT ENT S

Chapter 1: An atom y of the Debt Crisis

                                                  1.1 Sources of the Debt Crisis

                                                  1.2 Scope for Debt Relief

Chapter 2: T heoretical an d Empirical Perspectives

                                                  2.1 Liquidit y or Solvenc y

                                                  2.2 T im ing of  Debt Relief

                                                  2.3 T he Creditors´ Blam e

                                                  2.4 Econom ic Polic y F ailur es

                                                  2.5 Financ ial Oligarch y and Debt

                                                  2.6 Politics and Debt Relief

Chapter 3: Non - Paris Clu b Debt Relief

                                                  3.1 T he Bak er Plan

                                                  3.2 T he Bradley Plan:

                                                  3.3 Schum er W atk ins Plan:

                                                  3.4 T he Mitterand Pla n

                                                  3.5 Lawson Proposals

                                                  3.6 T he Brady Plan

Chapter 4: Paris Club and  M ultilateral Debt Relief

                                                  4.1 "T oronto T erm s" (October 1988 - June 1991)

                                                  4.2 ^London T erm s" (Decem ber 1991 - Decem ber 1994)

                                                  4.3 "Naples T erms" Januar y 1995  -

                                                  4.4 Comm ercial Debt

                                                  4.5 Multilate ral Debt Relief

                                                  Observations and con clu sions

                                                  Referen ces

Chapter 1:

ANATOM Y OF THE DEBT C RISIS

Theoretically, formulation  of deb t relief has been largely inspired by various hypotheses
on primary ca uses of the debt crisis itself. Despite the lack of con se nsus over the main
causes of the debt probl em, a c onsensus exists, a t least, to the extent that optimal debt
relief should include `stock and flow´ operations ensuring that developing countries
meet deb t service obligations with out undul y compromising ec on omic growth. A
second condition of the international consensus is that borrowers must contribute to
security of the international financial system to sa feguard new inflows req uired to sustain
the development process in future.

Sources of the Debt Crisis

Borrowers persistently cl aim that lenders brought the crisis upon th emselves and
therefore advocate outright debt stock canc ellation. However, lenders insist that
borrowers c ommitted themselves to international finance covenants that must be
honoured; othe rwise there is a moral hazard that new loans will not be rep aid in future if
current debts are cancel led.

Some researchers attribute the debt crisis to oil price inflation that triggered deflationary
policies as a response from the developed world, particu larly the rise in interest rates. An
extension to this argument is that don ors have a duty to get the world en vironment right
so that developing countries can prosper. This is in the context of the argument that
international economic relations between ind ustrial economies and the third world are
not reciprocal; hence The main thrust of this argum ent is that; as a result of their robust
capital stock  industrial econom ies were able to ride out of the oil crisis while poor countries
accum ulated debts.

Another  set of argum ents derives from  perception that the debt crisis is another trough in the
business c ycles that characterize the world econom y. For exam ple, in his Financial Instabilit y

Hypothes is,  Minsk y (1992)  sustains the view that the commercial nature of  debt and inherent
instabilit y of wor ld capital m ark ets are such  that cycles of boom and b ust should be
expected to occ ur.

Da Costa e Silva (2000) and Eichengreen and W yplos z  (1996) echo this view, advocating
a need for industrial economies to monitor and  regulate the flow of funds to developing

countries to match  their requirements for devel opment [a s defined in the dual gap

model] with developments in their capacity to meet external debt obligations.

While Minsky identifies a   need for critical lending,  Eichengreen stretches the arguments

to emphasize the role of economic reform in sp urring growth in poor country ec onomies

with a view to enhancing their debt service cap acities.

However, Sachs and Ra delet (1998) dispute the entire concept of lendi ng - debt crisis

paradigm, arguing that the real crisis was precipitated by irrational sensitivity of western

financial institutions by virtue of the immediate closure of all financial markets to the

economy of Mexico and other defaulting countri es. They argue that developing country

economies are fa tally dysfunctional with long sta nding ills that are merely concealed by

capital inflows, and that the effec t of unilateral lender action is to ca use financial panic

resulting in collective withdrawal of creditors whi ch b rings about a capital reversal, as

later witnessed in Argenti na in 1995 and East Asia i n 1997.

This interpretation suggests that it is wrong to ask  a debtor to take blame when a debt

crisis takes place partly because the failure of a  loan usually represen ts miscalculations

on both sides of a transaction or other distortions to the lending process itself. This

analysis supp orts the view that an imminent deb t problem req uires mutual cooperation

of the lenders and the borrowers to avert a cri sis, otherwise un ilateral behaviour of

lenders displays elements of a self - fulfilling crisis.

The resultant financial panic in the banking community is not entirely irrational because

each lender will be seek ing to protect their interests. However, the c ollective effect o f

herd behaviour is to prolong the econ omic contraction. The insights of Sachs and

Radelet (1998) introduc e another dimension to the definition of an international debt

crisis as the outcome of continued demands for repayment of outstanding loans at a

time  when an econ omy [that is a traditional rec ipient of large - scale capital inflows] is

not receiving new inflows.

The views outlined above demonstrate concerns of poor nations with external debt as a

constraint to development, but the view of creditor banks,  multilateral agencies and

developed country governments is manifestive in the threat that non - repayment of

maturing loans p ose to the international financial system (Sachs, 1989). As fears of an

international banking crisis mounted, the stan ce of creditor  govern ments wa s to

downplay debt relief an d, instead pressurise deb tor countries to remain current on their

interest servicing (Sachs, 1986).

escalat ed to a solvency problem. The view of Aliber is that further disb ursements are
required to overcome th e debt crisis.

However, Agen or and Montiel (1996), observe a serious aggrega tion p roblem in the
studies of Kletzer in which developing c ountry resources w ere treated as if they were
public sector resources.   From a  disaggregated p erspective, Agen or and Montiel argue
that while debtor coun tries may be solvent, debtor governments were not.  This is
derived from the empirical fact that -  at the onset of the d ebt crisis -  71% of medium and
long - term debt of developing countries was either a direct liability of the public sector or
had the blessing of a p ublic sector guarantee. 4

Thus if EDT represents debt stock and PV is discounted future payments, then solve nc y
represented b y S < 0 bec ause PV - ED T<0.

PV=

                                S

                                                PFB

                                                                       t

                                                                          /(1+r)  t  (from t=1�.n) where n is the maximum amortisati on period for debt,
and r is the applicable average rate of interest on the entire debt stock

The main argument of Agenor and Montiel warrants repla cement of GNP with PFB

(primary fiscal balance) because a  generalised fiscal perspective of the debt problem
potentially eclipses the fact that the public sector´s claim on national resources is limited
to fiscal reven ue, as a proporti on of nati onal income .

Thus, while not emphasizing that poor countries are insolvent, Agen or and Montiel
suggest the problem is one of liquidity.  Kletzer case for debt relief is that poor countries
require only new inflows to finance repa yment, b ut the view of Agen or a nd Mon tiel i s
that while needing cash to improve their liquidity poor c ountries need to embark on
major reforms that aim to enhance their produc tive capacities and therefore generate
additional fiscal resourc es.

Timing of Debt Relief

The arguments of Agenor and Montiel introduce another dimension to debt relief, in the
context of whether it should precede or be an integral part of structural a djustment, or
follow thereafter.  There is a rising constituency of supp ort for the argument that debt
relief should prece de adjustment beca use improving domestic fiscal austerity merely for
the sake of accumulating resources for debt service could potentially inflame political

4

     See World Debt tables, Highly Indebted Countries: share of Public and Publicly Guaranteed Debt in Total Debt, World Bank 1989

and economic instabilities the c onseq uences of which might worsen th e capacity for

debt service.   This would be self -  defeating and detrimental to the interests of creditors.

In fact, Krugman (1986), demonstrates that a  heavy debt b urden a cts as a  high

marginal tax rate on the benefits of ec onomic adjustment in a sense that the savings of

fiscal auster ity actually accrue to foreigners (creditors).  He presents a case

demonstrating that parti al debt relief can be Pareto improving (beneficial to creditor

and debtor alike) by i mproving the incentive for the debtor country to undertake

needed adjustments to  enhance ability to servic e debt in future. Krugma n also presents

a paradigm of debt relief as a  supportive measure to moderate regimes that are willing

to carry out reforms while paying some of the deb t.

Some researchers argue that both debt relief and op ening up of industrial country

markets must precede adjustment. Their argument is that the prospect of increasing

exports to generate fun ds for debt servicing is not compatible with protectionist trade

regimes that aim at safeguarding domestic interests am ong industrial nations.  The main

argument is that domestic commitment to reform cannot translate into desired results

while the fundamental constraints prevail.  On the contrary, these countries suffer

consequences of undertaking appropriate measures. Dev alua tion provides a key

example of a policy that fails to raise export revenues while escalating costs of

producti on.

Despite the veracity of these arguments, creditors maintain that debt relief is not an

absolute guarantee for i mproved econ omic performanc e.  They remain sceptical about

the value of debt relief despite the belief that an existing debt overhang serves as a

disincentive to p olicy reform as argued b y Krugman.  Creditors argue that apart from

the tenacity of certain p owerful regimes, other disi ncentives have the potential to slow

the pace of ec onomic p olicy reform after debt relief has been granted.

As argued in Woodward (1995) and also Bokkerick (1996), creditors believe that p oor

countries face other impediments that continue to militate aga inst investment after

debt relief has been gra nted.  The interpretation of these arguments is th at the natural

instinct of creditors is to regard debt relief as throwing away money, or at least making a

sacrifice when there is still the prospec t of rep ayme nt.  The compromise to these

arguments is to make debt relief conditional upon specific economic reforms on the

principle that the failure among poor countries to attain high rates of growth and export

expansion is a result of structural rigidities that ne ed to be overc ome.

The Creditors´ Bla me

Debtor countries have attempted to argue that the debt crisis is a shared problem. They
attribute astronomical increases in lending to a careless obsession that had become
fashionable in the western banking system.  These arguments are exemplified by th e
fact that a successful deal was often followed by a lavish cocktail in the most of
expensive of Ritz or Clari dges, while the newspa pers maintained league tables ranking
banks in terms of their exposure to the third w orld countries as a measure of their
outward stra tegy. Sma ll banks often craved for inclusion in syndi cated deals
contributing smaller proportions seeking that the international glory that went with
lending business rub s on them.

The obsession is also ex emplified by the fact that, in some western banks, it simply
became the practice for banks to accept parts of a  syndicated loan over the telex;

without the necessity a new credit analysis.  Bank applied immense efforts selling loans
to the developing worl d  and went to the extremes of b orrowing dollars on the
international markets if or when  their own cen tral banks failed to provide them a s
lenders of last resort.

BOX O NE: C ARELESS LENDING  OBSSESSIO N

                                                  One outstanding example of what could clearly be perceiv ed as reckless

                                                  lending was the joint venture involving an Ameri can Bank and French Ba nk that

                                                  opened represen tative offices in Gabon in the mid 1970´s.  At the end of one

                                                  year the office had advanced $600 million in officially guaranteed export credits

                                                  and $679 million in syndicated loans.  The projects undertaken included a

                                                  highway linking the airport and the Presidential palace, a flurry of hotel s with

                                                  occupancy below a seaside resort in mid - winter, a fleet of c ommerc ial jet

                                                  aircraft, enlarged government b uildings and one of the world´s least ec onomic

                                                  railways constructed against the advice of the world bank.

The implied view of the lenders was that soverei gn debt was safe irrespective of what
the loans were used for.  The euph oria in the banking system tr anslated into an

`uncritical herd instinct´ with banks feeling a false sense of c omfort through syndicated
lending as a team and sharing the risks.  The fact that banks were always willing to

refinance debt including interest due to a bank that was pulling  out, underscores the

level of insen sitivity c ompelling banks to hold on to their clientele while rol ling over debt

as the borrower c ountry wished.

Economic Policy Failures

The apparent failure of adjustment policies to lift poor countries out of poverty is also

becoming significant as a basis for debt relief claims. Mosley (1996) specifically points at

the fact that aid flows h ave done little to stimulate devel opment in Afri ca while total

debt stock has c ontinued to acc umulate. Despite a rise in external flows to GNP rati os

from 3.1% during 1969 - 76 to 11.5% in 1993, growth of per capita incomes continues to

decline in Africa (World Bank, 1995; OECD , 1977).

Mosley (1996 finds that even when other determi nants of growth are held constant, the

partial regress ion coefficient of aid on growth in Africa remained negative, whereas it is

positive in other continents. The fact that since the 1980´s lending to Africa has been

largely policy based, suggests that lenders have much more to blame for policy failures

whic h stalled economic growth while poor ec onomies continued to acc umulate debt.

Easterl y (2001)  introduces  a growth - im plosion debt - explosion paradigm  based on the principle

that worsening indebtedness in poor countries has, in fact, arisen from  the fact that  between

1971 and 1982, econom ic growth had stagnated in developing countr ies.  T he rise in external

debt is, in fact, onl y 19% per annum  in nom inal terms, while real growth is onl y 12%, if the

approxim ate doubling of the price level in the USA is  tak en in to account.  Easterly´s hypothesis is

that exter nal debt accum ulation, per se , m ust be exonerated, as its stock  was never

extraordinarily high. In fact, at the clim ax of the debt c risis external debt was only 24% of GNP

and 111% of exports (Sjaastad, 1983) .

Financial Oligarch y and Debt

Some researchers argue that the outstanding stock of debt does not reflect the

amounts that were actually lent out to poor countries. The fact that total external debt

of devel oping countries rose by 600% between 1971 and 19 82, while debt service rose b y

1,100% is used to advance the argum ent that repa ym ents have exceeded the am ounts originally

borrowed in the first place.

5
  Using the 1971 ratio of debt service to debt stock, it can be

shown that debt service would have been $63 billion rather than the $98 billion paid in

1982. The difference of $35 billion arose largely from rising interest rates attributed to the

economic ideol ogy of monetarism.

5
     Calculated from Table 1 and 2, of 1982 survey : External debt o f developing countries, OECD Secretariat, Paris, 1982.

This strand of debt relief is premised up on the fact that high interest ra tes in  the late

1970´s and early 1980´s resulted from intensification of fiscal deficits in industrial countries.

As a result interest rates had escalated to 15 - 20% by 1980.  High interest rates magnified
debt service obligation s of poor countries an d also dimin ished industrial country
demand for their commodity exports resulting in price deflation.

To a  significant degree, poor countries paid the price for measures that industrial
countries adop ted to a meliorate their economic problems. It is logical that debt relief i s
undertaken as a ma tter of reciprocati on.  The industrial countries also have a moral duty
to assist their p oor counterparts to emerge from debt problems so th at the world
economy can be regenerated. In the absence of appropriate c onsiderations th e
economic stress exerted on poor countries b y interest rates amounts to a n international
subsidy.

According to the OECD  the ratio of debt service to external debt for all developing
countries rose from 12.2% in 1971 to 17.1% in 1978 and 21% in 1982.  The  share of interest
was more or less consta nt at 30%, and it actually did rise to 45% by 1982. The fact that
between 1970 and 1980, nominal debt service rose at the annual rate of 25% (or 17%
after adjusting for US$ inflation) is sufficiently alarming.  T he  debt crisis therefore seem s to
have  its roots n ot in the level of debt, but the enormous c ost of servicin g it, which is
closely attributed to ec onomic conditions in the developed world.

A further argument is that the fact that lenders (especially banks) a re still solvent after
developing countries ha ve shown a clear inability to pa y suggests that creditors ha d
cushioned themselves sufficiently during the rise in  monetarism.  It will therefore be in the
interests of the world ec onomy for creditors to rel iev e debtors of interest obligations that
fell into arrears during the period of distress. External debt is a  financial asset whose
transaction value is muc h less than its current fac e value.

Politics and  Debt Relief

Helleiner (1989) simplifies debt reli ef as a political problem requiring a mere political
decision. His argumen t is that since the debt problems of the l owest - income countries
relate primarily to official rather than commercial credit, the provision  of debt relief
should be under taken at a p olitical level. Helleiner contends that since there are no
secondary markets in which official debt can be traded, donor a nd recipient
governments do not have to search for a market - based sol ution.

Helleiner also argues that since the liquidity effec ts of grants are not different from debt

relief among debtors, a nd creditors do not have to make disb ursements under debt

relief, then debt relief should be provided. T he Frenc h governm ent is cited as one creditor that

responded to dem ands for debt relief by off ering grants, while the US governm ent that has been

ver y reluctant to provide debt relief has also resorted to grants.  T he provision of grants while

debt rem ains unaddressed stores up the debt overhang for the future and m ay abort sustained

recover y at a tim e when Africa´s developm ent prospects could be m uch brighter.

Helleiner also contends that the quality of new aid m ay be m uch lower, with higher

accom panying transaction costs, than from m ere debt relief which is a book  transaction.  As a

proponent of outright debt relief, Helleiner also contends that a succession of ^short leash~ debt

restructuring exercises consum es inordinate proportions of the tim e and energ y of k ey African

technic ians and adm inistrators.

As m uch as there is cons istenc y in the need for debt relief, the diversit y of diagnos es for the debt

crisis seem  to explain why a range of proposals ex ist on the subject. Disagr eem ents of the

tim ing of debt relief sim ilarly influence polic y issues at the centre of adjustm ent and the debate

on trade concessions. Central to final resolution of the debt crisis are the perceptions between

creditors and debtors and their role of cultivating the needed cooperation.  T he controvers y in

this context depends on whether creditors accept blam e for loose lending  and polic y failure and

whether borrowers also accept blam e for excessive borrowing and m acroeconom ic

m ismanagem ent.

Chapter 3:

NON PARIS CLUB DEBT RELIEF

The first attempt at a systematic approach to the debt problem is traced to James

Baker, then Secr etary to the US Trea sury ˘  under Ronald Reagan ˘  a t th e peak of the

Latin American debt crisis in 1985.  By this time ba nk lending to Latin Ameri ca had fallen
to a mere one third of the levels in during 1979 - 81 period. There was also latent danger
that dis tressed nations would not even be eligible to borrow to service interest on
outstanding debt. Declining export revenues undersc ored the extent of the
predicament.

The Baker Plan

The Baker Plan advocated increased bank lending by $20 billion.  The World Ban k and
other multilateral finance institutions were also to increase their lending by 50% to a
target of $9 billion. Under these prop osals, $2.7 billion of I MF money was to finance new
flows to the p oorest c oun tries mainly in sub - Sahara n Africa.

The Baker plan undermined itself as a global remedy because increased lending was to
target the fifteen  largest debtors, among which application would also be on a  case -
by - case basis. Most debtor nations were also not prepared to submit to stricter
adjustment condit ions a nd the amount of only $9.3 billion per annum for three years was
considered miniscule in relation to debts that enc ompassed the crisis.

                     T able 3.1          NET  BANK

                               LENDING

                                                         1981  $  30.5  Billion

                                                         1982  $  12.1  Billion

                                                         1983  $  7.8  Billion

                                                         1984  $  5.7  Billion

                                                         1985  $  1.3  Billion

                                                         1986  $  - 0.5  Billion

The impasse brought ab out by the Baker plan unfortunately sustained th e continued
strategic withdrawal of banks while reinvesting elsewhere. By the end of 1986 they had
only lent 25% of their commitments in 1985 a s refl ected in Table 3.1.

The main weakness of the Baker Plan seems to have been its failure to conc urrentl y
address the problem of reducing existing debt stock. The plan neither provided comfort

to lenders nor did it provide more res ources to developing countries. As a result, Banks

continued to fear the possibility of c ollective repudiation.

To some extent the Bak er Plan worsened the debt situati on as devel oping countries

resorted to borrowing in short term trade credits to finance  long - term uses.  Short - term

credits accelerated to a ccount for 50% of total foreign debt that carried higher rates of

interest and shorter repa yment periods. However, the Baker Plan set the tone for future

debt relief for its implied acknowledgement that the debt problem could not be left to

the market alone.

The Bradley Plan:

The Bradley Plan proposed that banks and creditor governments shoul d discount all

debts by 3%. The Bradley Plan further prop osed that for one year only a concessi on

should be provide d through a disc ount on interest rates by 3%.  The Bradley Plan,

however, failed to address the question of who was going to bear the c ost of the debt

write offs. To that exten t, the plan is credited for proactively bringing to the fore a

potential problem  of debt relief that was to haunt the international community into the

millennium.

By raising the gross disc ount on their debt stock to 9%, for countries prep ared to follow

IMF p olicies, the proposa l seems to have recognised the need to incentivi ze ec onom ic

reform alth ough few countries accepted debt reli ef on such terms.

Schumer Watkins Plan:

More radical suggesti ons emerged from a joi nt proposal of Congressman Charles

Schumer and econ omist Alfred Watkins. Their proposal acknowledged that 70% to 80 %

of th e existing debt was simply accrued interest, and not money that had directly been

borrowed. The plan therefore proposed that ba nking law be changed so that interest

paid by money that had been borrowed from the same bank should not be classified as

part of  profit.

The S - W plan recognizes debt accumulation as a  consequence of wider recognition of

interest as income, thus c ompelling banks to reclaim all kinds of interest due for purposes

of enhancing their corporate standing. The aim was to undermine profi t ability of the

process of refinancing overdue interest and also incentivize banks to reduce levels of

interest rates so that deb tor c ountries can pay without taking out new loan s.

reduction.  The Plan also proposed the scaling down of claims by writing down debts to
more realistic values, using market determination.

For the first time,  Bra dy proposals sought Japanese involvemen t to enhance
participation in the proposals. This was in view of the significant role of their Banks in
international lending operations. The plan also replicated the case - by - c ase approach
and adherence to I MF p ol icies.

The rationale of the plan was to require debtor countries to negotiate with their creditors
offering a menu of oth er financial assets to replace existing liabilities on clearly laid
down terms.  The menu included fixed rate bonds, variable rate bond s, new money, etc.

Brady bonds was the term used to describe the new menu of assets offered to creditor
banks, in some cases requiring debtor countries to purchase zero - coupon US Treasury
bonds as sec urity for rep ayment of principal.  Blocked deposits were  also maintained at
the New York Federal Reserve Bank to sec ure payments of interest.  The funds for these
new claims were obtained from debtor countries´ own reserves or through loans from
international organisations or bilateral donors.

During the con sol idation period of the Brady Plan (March 1989 -  May 1993) 12
developing countries restructuring debt to c ommercial banks under a framework  laid
down b y the plan. Debt reducti on was achieved through rep urchase of debt at less
than face value (debt buybacks),  exchange of loans with b onds at discounted face
value but serviced on market terms and exchanges of loans for b onds at par but
serviced at bel ow rates ruling on the market. Restructuring prop osals also included
placement of collateral as up - front payment of debt.

For smaller countries lik e Guyana, Mozambique, Niger and Uganda, the Brady Plan
literally wiped out all commercial bank debt through  buy backs alone. The impact of
the Brady Plan was, h owever, limited for the larger and more heavily indebted count ries
like Argentina and Mexico.

The limited usefulness of the Brady Plan arises from the fact that most Afri can countries
have very limited amoun ts of c ommercial debt.  Secondly, official debt, which forms the
bulk of Africa´s debt, is si mply not tradable in secondary markets. Thirdly, determination
of market value for bank debt is still subject to ambiguity.  Perhaps the most important
aspect of the Brady plan  is its ability to avert the free rider problem.

Chapter Four:

PARIS CLUB AND M ULTI LATERAL DE BT RELIEF

Preamble

Traditional debt relief measures encompass mechanisms that include provision of

external finances and application of sound ec onomic policies.  The principle objective is

to overc ome debt as an impediment to ec onomic growth while regenera ting the

struc tural capability of Severely Indebted Low In come Countries ( Silic´s). Both Paris club

and multilateral debt rel ief aim to exonerate governments from `fire fighting´ so they

can focus on l ong - term policies and programs towards achievement of s ustainable

development.

The bilateral donor community provides tradition al debt relief in the form of Paris Cl ub

flow rescheduling and Brady stock of debt deals, but in c onjunction with structural

adjustment programmes supported by the multilateral financ ial institutions. These

instruments have been applied since the debt crisis emerged in the 1980’s and they take

two forms.

The first part encompasses rescheduling of arrears or debt service  payments due to Paris

Club creditors. Rescheduling is undertaken o n c oncessional terms, b ut only as a means

of supporting a c ountry’s adjustment programme.

The sec ond part is sup plementary, providing outright debt stock reduction, but on

condition that a debtor country will have adhered to a p olicy framework agreed wit h

the IMF and W orld Bank for three years.

The third element includes the adoption of stabilisation and economic reform

programmes supported by further c oncessi onal loans from the I MF and World Bank.

These modalities aimed to restructure debt stoc k toward s greater c oncessionality, by

synchronizing maturities on bilateral debt with new inflows of concessional multilateral

debt.

Given these modalities a large majority of middle - income countries gradually salvaged

themselves out of the debt crisis. However, despite that in the early 1980’s, Paris Club

creditors had provided similar rescheduling for low - income c oun tries on non -

concessional terms, low - income countries sank deeper and deeper into the abyss of

debt.

The failure of low income countries seem to a rise from the fact that conditions for
rescheduling limited the grace period to only five years, while maturity wa s extended to
ten years. The main difficulty seems to arise from the fact that these measures were
subject to application of market related in terest ra tes at a time when world interest rates
were escalating. Inevita bly, this resulted into rapi d accumulation of debt making it very
difficult for c oun tries to a dhere to their repaymen t schedules.

A more appropriate understanding of debt relief oper ations can be derived from further
analysis of agreemen ts produced at relevant G7 summits and how they impacted on
external debt of poor countries. Most notable is that concessional rescheduling was first
introduced in 1988 under "Toronto Terms".  Sub seque nt "Houston Terms" (September

1990) were applicable only to l ower middle income countries, and it was only in

December 1991 that Paris Cl ub "London  Terms" [also known  as " Enhanced Toronto

Terms"] re - foc ussed atten tion to poor c ountries, fol lowed b y "Naples  Terms" i ntroduced in

December 1994.

"Toronto Terms" (October  1988 - June 1991)

"Toronto Terms" included a range of options aimed at reducing debt stock and annual
debt service obligation with a view to reducing the Net Present Value of rescheduled
amounts b y one third. Under Toron to Terms, a  grace period of eight yea rs, facilitated
debt service reduction. For longer ma turities, a grace period of 14 years a pplied.

The period of amortisati on was extended to 14 years (post grace peri od) while longer
maturities  attracted 25 years. As a principle, eligibility was limited to debt service falling
inside the period from October 1988 to June 1991.

However, interest rates for b oth debt service an d debt service reducti on  was based on
prevailing market rates and the rep aymen t sch edule remained flat. Th ese measures
undermined attempts to increase concessionality of debt stock by applying a reduced
rate to all long maturities while allowing new OD A credits to carry a grac e period of 14
years and amortisati on period of 25 y ears.

The `Toronto terms´ made very limited impact after four years of combined attempts at
debt stock and debt service reduction. The mai n weaknesses arise from the fact that
debt stock reduc tion available under "Toronto Terms" was limited to 33% and ca lculated
in Net Present Value terms (as opposed to nominal stock) while debt service reduction
qualified for between 20% and 30%.  `Toronto terms´ also excl uded long maturities from
debt reduc tion.

"London Terms" (Decemb er 1991 - December 1994)

The  "London  Terms" attempted to radicalise th e approach to debt rel ief. Although

working in Net Present Value terms, the reduction level in both debt stoc k and annual

debt service was increased to 50%.  The period of amortisati on for existi ng stock was

increased to 2 3 years while new ODA credits attracted 30 years amortisa tion. The most

radical change arose from the graduated repayment schedule, which replaced the flat

repayment schedule.

The "London Terms" also introduced capitalisation of interest accruing during th e

moratorium period that had been paid out under previous mechanisms. The full impact

was, however, offset b y the fact that interest ra tes applicable to longer maturities were

hiked to the level of market rates, and reduced interest rates onl y applied to

rescheduled debt servic e. The grace period on  new credits was also l owered to 12

years, while the grace period on new longer maturities were extended to 16 years.

"Naples Terms" January 1995  -

"Naples Terms" enhanced the level of debt relief, raising the reduction in Net Present

Value of debt service payable during the consolidation period to 67% while grace

period for capitalising moratorium interest wa s extended to 8 years. The grace period for

longer maturities was extended to 20 years with a ccompan ying capitalisation.

The maturity period was also extended to 33 years; extended to 40 years for longer

maturities. To enhance the concessi onality of debt stock, new OD A credi ts also carried

a grace period of 16 yea rs while repayment peri od was extended to 40 years.

The `London Terms´ and the `Naples Terms´ are applauded for includin g a "goodwill

clause ~  under which pa rticipating creditor countries agreed to undertake debt stock

forgiveness. The general principle was that exercise of such goodwill would b e based on

an established record of sound econ omic management under an I MF supervised

program, as well as a good rec ord on debt servici ng, in each case for three years.

The aim of such a provision was to cultivate an avenue for "exit" rescheduling and the

building of confidence among creditors that a debtor c oun try would b e able to meet

future debt service obligations with out rec ourse to further or addition al debt relief.

However, the restrictive condition that recipient countries will not return to the P aris Club

for further debt restructuring after receiving ^ Na ples Terms ~  deb t relief has been a major

source of criticism.

^ N a ples Terms ~  h a ve also had little significance for Africa, despite the attractiveness of
high rates of debt relief.  This is on acc ount of ineligibility of a large part of the debts of
sub - Saharan Africa that is multilateral; and the application of rules pertaining to cut off
date debt. Since 1995,  only Benin, B olivia, Burk ina Faso, Guyana, Mali and Uganda
have agreed to comprehensiv e stock of debt op erations with Paris Club c reditors under

Naples Terms.

 ^ Na ples Terms ~  a re c ommendable for incorporating elements that explain the
successes achieved in stabilising the growth of debt stock, but failure to achieve
absolute reduc tion, not  even in present value terms. The fact that ^ Na ples Terms ~  i s
available to developing countries with per capita income of below $500 and present
value of debt to export ratio of 350%, is also too restrictive.  Qualifying LD C will also have
complied with pr evious Paris Club agreements and IMF programmes for three years.

Although, the level of relief available is a 67% reduction on debt stock at their pre cut off
date debt or deb t servic e, several poorer countri es have been granted only 50% debt
reduction.

Commercial Debt

Paris club initiatives also rec ognized that debt alleviation might be c onstrained b y
existence of commercial debt or non - Paris Club  debt not ordinarily eligible under its
terms. As such, rescheduling agreements included a "comparability cla use ~  req uiring a
debtor country to seek at least comparable terms on debt owed to n on - Paris club
bilateral and commercial creditors. The "comparability clause ~  a lso requires bilateral
forgiveness of OD A deb t by many creditors and that new financing be prov ided on
concessional terms.

Despite its ambiguous a ppearance, the clause focussed beyond the primary c oncern
of intensely addressing the question of debt reli ef for poor countries an d identified a
need for mechanisms for the secondary concern of burden sha ring. Among the
measures that ma terialised was the ID A Debt Reduction Facility  that provided funds for
buying back most of th e commercial debt that was being traded in the secondary
market at a large discount from the face val ue.  Some bilateral don ors pro vided new
resources that were used to redeem existing loans from private c ommercia l sourc es.

Traditional debt relief exhibits a clear failure to provide adequa te treatment to debt
from non - Paris cl ub sources, largely because of its evol ution from the preci ncts of the

Paris Cl ub itself.  The process of rati onalising relations between debtors and creditors has
therefore been lopsided and creditors like China, Kuwait, Lib ya, Russia and Saudi Arabia

have not been able to find exit strategies to c ontribute to wo rldwide improvement in

the external debt situa tion.   While Kuwait sometimes participates in Paris Club

rescheduling, discussion s with Russia have remained protracted, except for the

rescheduling terms agreed in favour of Nicaragua.

Multilateral Debt Relie f

In the context of the Paris Club initiatives, the role of multilateral financial agencies has

been to assist indebted countries to design and implement stabilisation and economic

policy and struc tural reform progra mmes supported by concessional lending f rom the

IMF and World Bank.  The IMF has made loans with a strong concessi onal element under

the Structural Adjustmen t Facility (SAF) and "Enh anced ~  Structural Adjustment Facility

(ESAF). The World Bank has also undertaken simi lar tasks through ID A credits  and other

supplementary credits under the Fifth Dimensi on Program that assists ID A only countries

to cover part of their interest on outstanding IBRD loans.

The established rec ord is that multilateral financing has increased at a faster pace and,

apart from substituting the drop in bilateral assistance, and facilitating debt stock

restructuring, it has accomplished some degree of debt relief because of its

concessional nature.  H owever, as a result of th e increase in multilateral debt stock to

poor c ount ries debt service on multilateral debt h as remained stable at around 8.5% of

exports per annum during 1985 - 95. The exceptional rise in the rati o of debt service to

11.5% reflects the cleara nce of Zambia’s arrears to the IMF in 1995.

The net aggregate resou rce position of all low - income countries also reflects not only on

the advantage of c onc essionality b ut a vailability of new resources for development.

For example, during 1990 - 95, multilateral instituti ons as a group provided net positive

resources amount ing to US$ 3 billion a year, up from the average of US$ 1.5 billion a year

during 1985 - 94.   In a dditional to bilateral arrangements, these flows have been

provided through the Special Programme of Assistance and the Consultative Group

fora’s have been aim ed at meeting financing requirements identified under adjustment

programmes.

OBSERV AT IONS AND CO NCLUSIONS

In general, the m ain trend in the com position of exter nal assistance has been a m ove towards
increasing the concessionality of developing countr y d ebt. W hile  restructuring debt stock  (in
terms of maturity, grac e period, etc.) under di rect flow rescheduling, countries also
enjoy debt stock reducti ons under the required track record.  These con cessions also
provided supp ort to a djustment operation s bei ng undertaken with the aim of re -
orienting economies of poor c ountries to unleash their full potential.

A clear advantage of th e traditional debt relief measures has been the inherent degree
of flexibility in applying the case - by - case rule th at availed d ebtors a chance to have
their specific circumstances examined outside the standard criteria.  The consultative
group process also provided another over - arching dimension allowing donors to
consider each country separately from the overa ll Paris Club meetin gs.

However, the results of traditional debt relief are more visible among the middle - income
countries, than the l ow - income countries.   Out of thirty middle - income countries that
needed debt relief, as many as 23 had graduated by 1996.  All 23 middle - inc ome
countries had graduated after a single dose of the "Houston Terms" which were far less
generous than the " Toron to Terms" enjoyed by low - income countries since 1988.

Some countries, such a s Costa Rica, had graduated after rescheduling arrears only,
wh ile Ghana, Kenya  and Lao PD R have never received concessional rescheduling at
all, but had managed to improve their debt si tuation purely on the strength of the
traditional debt relief measures.  Other c oun tries, like Equa torial Guinea, and Vietnam
did not  require the entire menu available under traditional debt relief measures in order
to reach debt levels that became sustainable.

While countries like Turkey and Romania had undertaken their consolidations as earl y as

1983 coun tries like Bulgaria, Croatia, Jamaica, in the same group had rescheduling
agreed as late as 1995 while Ghana rescheduled in 1996. It might therefore be argued
that a large part of the graduation from un sustainable debt situation arose from
successes achieved in the field of econ omic re form.  For c ountries li ke Egypt, for
example, the ec onomic  resurgence was so stron g that the country graduated without
implementing the last of the three stages of debt reducti on agreed under the 1991
agreement.

Most n otable was the graduation of Kenya  af ter rescheduling on n on - concessional

terms, and Ghana that was onl y allowed limited deferral of long standing arrears ( only)

to three creditors, and on non - concessional terms.  The Philippines is also noted for

having graduated and l ater vol unteered to can cel their 1994 rescheduling agreement.

As a  result of these measures, the developing world has witnessed the re - entry of man y

middle - income countries, especially those in Latin America, into the international capital

markets.  As at 1996 only the Russian Federa tion, Algeria, Gabon, Jordan and Peru were

the five middle - income countries (out of the thirty) still struggling with rescheduling while

their debt remained unsustainable.  At the extreme end were Nigeria and Yugoslavia

that had exhausted previous re scheduling arrangements and were desperately seeking

more rescheduling to alleviate their debt situation.

For African c ountries, the Toronto, London and Naples agreement were merely tangent

to the ultimate settlement of their debt problem.  These agreement s c ount for merely

shifting the paradigm for international action without dealing with funda mentals of the

debt problem.  It is to be acknowledged, though, that the Toronto agreement set a

precedent, not for the amount of debt relief offered, but the fact that an institutional

approach was needed to deal with the external debt crisis.  London and Naples Terms

also brought innovati ons of the c oncepts of deb t write down an obvious enhancement

of the Toronto terms that has evolved into the HIPC initiative.

The  limited gains made by debt - distressed African governments can be explained partly

by the findings of the Wass report (1988) which found that African countries needed

deeper debt write down s and interest rate reduc tions.  The rep ort had found that even

at rates applied by the IDA and the IMF, debt stock would still double every eleven

years.  Given that market rates rose by 3.5% after conclusion of the Toronto agreement

there was n ot much left out of the Toronto terms for debt relief.

Failure of Toronto ter ms i s also attributed to the fact that no relief was offered for the

heavy transaction c osts imposed by sh ort leash approaches to debt relief for hard -

pressed governments th at had been stretched beyond their capacity.   The Wass

committee had in fact deplo red the 12 - 18 months consolidation period and recommended

a three - year period and the possibilit y of Multi - Year Rescheduling Agreem ents (MYRA). T he

OAU has als o called for a ten - year m oratorium .  T he short consolidation periods significantl y

reduced the pr oportions of debt that was to be considered in the first place.

Furtherm ore, the requirement for adher ing to IMF conditions literally excluded m any countries

from  qualif ying for debt relief.  T his was either becaus e the countries  had arrears with the IMF , or

BIBLIOGR APHY

Agenor, Pierre Richard & Peter Montiel, Devel opment Macroec onomi cs, page 443,

Princeton, 1996.

Aliber, Robert, Z. (1980), A conceptual approach to the Anal ysis of external debt of developing
countries, W orld bank  Staff, W ork ing Paper no  421, W ashington: World bank 1980

Bird, Graham  (1998) ^Foreign Aid : Where Now ~ , in Economic Review, Vol. 16, No 1,

September 1998

Bokkerick, Sasja  (1996), Does the Debt overhang effe ct Exist, in Third World Debt in the

1990s, June 1996, pages 6 - 8

Boote, Anthon y R and Kamau Thugge (1998), Debt Relief for Low - Income Countries; The

HIPC Initiative, World Ban k, 1998

Chenery, Hollis B and Allan Strout (1966), ^ F oreign Assistance a nd Econ om ic

Development ~  p ages 679 - 733, American Econ omic Review No 56, September 1966

Claessen s, S (1990), The Debt Laffer Curve: Some Estimates. World D evelopment, 18

(1990), pages 1671 - 1677

Cohen, D (1993), Low In vestment and large LDC Debt in the 1980s America n Econ omic

Review, 83 1993), pages 437 - 449

Da Costa e Silva, Jose Ricardo (2000), Currenc y Crises in Em ergent Markets and Minsk y

Financ ial Fragilit y T heor y: Is T here a Link ? Departm ent of Econom ics, W ashington Universit y in

Saint Louis.

Eichengreen, A. Ros e and C. W yplos z (1996). Contagious Currency Crises , NBER W ork ing

Paper, # 5681

Froot, K. (1989), Buybac ks, Exit Bonds and the Optimality of D ebt and Liquidity Relief,

International Econ omic Review, 30 1989) pages 49 - 70).

Gondwe, Goodall (1998) , Hazards of  Debt cancellation Point to Benefit in Africa Finding
its Own Sustainable Growth Path, Financial Times, 26 August 1998

Hussain, A.M. (1997), Domestic Taxes and External Debt Laffer c urve, Ec onomica, 1997

IMF/W orld Bank (1996), Analytical Aspects of th e deb t problems of Heavily Indebted

Poor Countries, Jan uary 1996

 31

International Monetary Fund, IMF Official Financing for Developing Coun tries, November

1995

Kletzer, Kenneth (1988), External borrowing by LD C´s: A survey of some theoretical

issues ~  I n The State of Development Econ omic s, Edited by Gustav Ra nis and Paul

Schultz. New York:  Basil Blackwell, 1988

Krugman, P (1989), Market Based Debt Reduction Schemes, in J.A. Frenk el, M.P. Dooley,

and P. Wickman (Eds.), Analytical Issues in debt Washington: Internati onal Monetary

Fund, 1989;

Krugman, Pa ul R (1986), Prospec ts for Internati onal Debt Reform.  Report to the Group of

24, Prepared for UNCTAD , 1986

Martin, Matthew A (1996), Multilateral Debt Facility -  Global and National, Report to the

Group of 24, March 1 996

Minsk y, Hym an (1975). John Maynard Keynes. Columbia University Press, New York

Minsk y, Hym an (1982). Can it Happen Again. New York , M.E. Shar pe

Minsk y, Hym an (1992). The Financial Instability Hypothesis, W ork ing Paper 74, T he Jerom e

Lev y Econom ics Inst itute

Minsk y, Hym an (1993). Finance and Stability: The Limits of Capitalism. W ork ing Paper 93, T he

Jerom e Levy Econom ics Institute

Mosley, Pa ul (1996), The Failure of Aid and Adjustment Policies in sub Sa haran Africa:

Counter examples and Policy Proposals,  in the Journal of African Ec onomi es, Vol. 5, No

3, pages 406 - 443, OUP, October 1996.

Mozambique Debt Group (1999), The Need to Reform the Current HIPC Initiative:

Contribution to the 1999 HIPC Initiative Review Process -  Phase 1, Map uto, March 1999

OECD ( 1982), External debt of developing countries, OECD Secretariat, Paris, 1982

Sachs, Jeffrey (1986), Ma naging the LD C Debt Cri sis, pages 397 - 432, Brooking papers on

Econ omic Activity 2, 1986

Sachs, Jeffrey  (1988), Th e Debt Overhang of D eveloping Countries, In G.A. Calvo, R.

Findlay, P. Kouri and J. de Macedoeds (1998), Debt Growth and Stabilization, Oxford:

Basil Blackwell, 1988;

Sachs, Jeffrey (1989), ^ Cr editor and Debtor interpretations of the debt crisis~ ,  i n

Developing Country Deb t and Econ omic Performa nce, Vol. 1, edited by Jeffrey Sachs,

National Burea u of Econ omic Research (NBER)

Schmidt, Wilson (1965), National Banking Review, 1965

Sjaastad, Larry (1983), International Debt Quagmire -  To whom do we owe i t? Pages 305 -

324, in The World Ec onomy, Vol. 3 No 3, basil Blackwell, September 1983,

Smith, Patrick (1998), African Debt Hopes Disappointed, African recovery, November

1998.

Stambuli, Kalonga (1998), Ca uses and Conseq uences of the 1982 Third W orld Financial

Crisis, Pre - doctoral Resea rch Paper, Departm ent of Econ omics, University of Surrey

The bank´s Post conflict research unit reports tha t CAR, Congo, D RC, Lib eria, Somalia
and Sudan alone are in arrears by $4.3 billion

T hirwal, A.P., Growth and Developm ent: with special reference to developing econom ie s, 3rd
edition, Macm illan, 1987

Todaro, Michael P and Stephen Smith (1980), Ec onomic Development, Addison Wesley

 Warner, A.M. (1994), Mexico´s Investmen t collapse: Debt or Oil? Journal of International
money and Finance, 13 1994, pages 239 - 56

W ass, Sir D ouglas, et al ( 1988), F inancing Africa´s Recover y, Report and Recomm endations of
the Advisor y group on Financial Flows for Africa, United Nations, New York , 1988.

William Easterly, 2001. " Growth Implosi ons, Deb t Explosi ons, and My Aunt Marilyn: D o

Growth S lowdowns Cause Public Debt Crises?" W ork ing Papers --  International Econom ics.

T rade, capital flows. 2531, W orld Bank

Woodward, David (1996), Debt Sustainability and the Debt Overhang in HIPCs -  Some

Comments on IMF´s View, Chapter in Eurodad World Credit Tables 1995/96)

World Bank (1996), W orld Devel opment Rep ort 1995 and OECD geographical
distribution of Financial Flows for 1969 - 76

World Debt tables (1998), Highly Indebted Countries: share of Public and Publicly

Guaranteed Debt in Tota l Debt, World Bank 1 989