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This has been our first informal and preliminary discussion of the 
issues connected with the establishment of an international debt adjustment 
mechanism. The staff "feasibility study"--on which we have based the 
discussion --has helped to clarify the issues and to visualize a possible 
solution, thereby helping this Executive Board, and others who will have an 
occasion to read this paper, to discuss the issues and possibly to be more 
precise in our responses to the proposed solution, whether by rejecting it, 
amending it, or recognizing that prudence suggests further exploration of 
this avenue. 

The discussion has been extremely stimulating and informative, and it 
has reflected the wide spectrum of views on whether something--and if so, 
what--could be done to address a complex set of issues: economic, 
financial, and legal. Without trying to summarize the views expressed by 
members of the Board, I would highlight three aspects: 

First, regarding a need for establishing a new mechanism--or facility, 
or procedure-- several Directors have correctly pointed out that a number of 
important issues would need to be discussed before the feasibility of 
establishing any new mechanism could be determined. Among these issues are 
several which were well covered in the statements by Directors, especially 
the relative benefits of a centralized institutional approach versus the 
existing market approach; and the possible need for coordination with other 
creditor groups, such as the Paris and London Clubs. Another suggestion 
would be for the Fund, without amending its Articles, to offer its good 
offices to sovereign debtors and their creditors, with a view to assisting 
them in reaching a satisfactory resolution of their differences. 

Second, we had a wide-ranging discussion on what categories of debt 
should be covered by a debt-adjustment mechanism, if it were to be 
established. Should all external debt of a country be covered, including 
bonds, which have frequently been kept out of debt reschedulings? What 
about official bilateral debt, the reschedulings of which have been well 
managed so far by the Paris Club? How would the Fund or a new international 
mechanism conduct its work within a framework that took account of existing 
arrangements? We had a broad ranging discussion on these issues of coverage 
and definition, including the question of how to define domestic debt and 
foreign debt, and we will have to come back to these issues. 
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Third, but certainly a premature issue at this stage, is the possible 
relationship between the new mechanism and the Fund itself. Although a 
number of Directors have supported the idea of establishing a new organ 
within the Fund, through an amendment of the Articles, we should keep all 
options open at this time, including establishing a separate international 
institution, or staying with the present informal methods. 

In conclusion, I think it would help to carry forward our consideration 
of the complex issues if we ask the staff to study the subject more fully, 
being guided by the many questions raised by Executive Directors. A new 
staff paper, or papers, that would endeavor to deal with the broader 
economic issues, and also with the appropriate role of the Fund and its 
jurisdiction, will be needed. We can also look forward to having the 
benefit, for our further work, of the paper that is being prepared by the 
G-10. 

I will expect that we can come back to these issues on the basis of the 
next staff paper and certainly for another time, at least, in this seminar 
format. 


