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The Chairman's Summing Up at the Conclusion of the
Discussion by the Executive Board on the 

External Indebtedness of Developing Countries 
Executive Board Meetings 81/12 and 81/13, January 26, 1981

The Board has praised and widely appreciated the quality of the 
staff papers, and has also given a broad endorsement to the conclusions 
set forth in the document dealing with the main issues relating to the 
external indebtedness of developing countries (SM/80/273).

Although, globally, the debt situation of the developing countries 
seems manageable for the immediate future, it has been underlined, 
amongt other things, that the ratio of debt service payments to exports 
reached the unprecedented global figure of 19 per cent in 1979; that 
arrears have been increasing considerably in the past few years; and 
that arrears on average amount to some 40 per cent of the 1979 exports 

* of countries with arrears. These aspects have to be taken into account 
when we look at the indebtedness figures. It has also been underlined 
that the conjunction of high inflation, high energy prices, high interest 
rates, low growth, and rising protectionism has a negative impact on 
the balance of payments, and thus on the debt situation of a number of 
developing countries.

Thus, the early implementation of adjustment policies with the 
assistance of the Fund can be crucial. In this connection, the Fund 
should play an active role, through the policy on enlarged access to 
its resources and by encouraging appropriately supply-oriented adjust 
ment policies. The importance of placing debt problems in a medium-term 
framework was stressed by many Executive Directors; others also stressed 
the importance of increasing ODA for countries that are in a particularly 
difficult situation.

It is, I think, accepted by all that it is in the interests of 
both creditor and debtor countries to solve debt-servicing problems in 
a cooperative manner when the acuteness of these problems makes the 
relevant arrangements necessary. The Fund's role in multilateral debt- 
rescheduling operations, as it has been described on pages 54 and 55 of 
the staff paper, has been generally endorsed by the Board. The Fund 
has to be prepared to continue to play an active role perhaps a more 
active role in these operations; it must be ready to provide its 
expertise and its capacity for objective analysis to the debtor 
countries when they wish to make use of it. The Fund does not prescribe 
action in these matters, but acts as a counsellor; it can provide very 
useful services within the realm of its competence and the limits of 
its capacity. We will have to continue to act pragmatically in this

* Sentence corrected.



field and of course to take stock of the experience that we have been 
accumulating for many years. We have noted your observations on the 
continuation and improvement of our collaboration with the World Bank.

On collaboration with UNCTAD, I might add that a few days ago, I 
informed the UNCTAD representatives, who came to see me in relation to 
the guidelines in the resolution of the Trade and Development Board of 
UNCTAD, that we would be happy to cooperate with UNCTAD in a very 
informal fashion. In pursuit of this objective, we shall organize 
periodic staff meetings for a general exchange of views on debt issues 
with UNCTAD, and also with the World Bank. As a first manifestation 
of this informal cooperation, I think we could make the papers you 
have considered today available to UNCTAD. This would give UNCTAD the 
benefit of our statistical evidence, and also an understanding of the 
way in which the Fund intends to act in this sensitive area, as well 
as on the manner of its cooperation with UNCTAD. I do not envisage 
that any further formal action would be taken in this regard although, 
of course, I shall report to the Board on any significant points regarding 
the implementation of this informal cooperation with UNCTAD.

On debt renegotiations with commercial banks, I have noted the 
concerns of the Board and the very interesting discussion on this 
subject. On the one hand, the Board stresses that the Fund should not 
be seen as bailing out the banks through its financial assistance to 
member countries. I have also noted that Directors wish to see the 
banks continue to maintain at least the present level of their credit 
to countries that are in a difficult situation and have taken advantage 
of a public debt renegotiation and of a Fund program. But because of 
the nature of commercial banks and also because of their numbers, you 
have also noted that it is difficult, and in the view of some perhaps 
not wise, for an international institution like the Fund to impose on 
commercial banks a predetermined and detailed set of debt-rescheduling 
norms for each particular country. So the problem has to be looked at 
in a very cautious way.

We are, of course, in touch with the banks, and if the interested 
country in a particular case wishes the Fund to play an active role in 
the member's own approach to the banks we can do so, and we have been 
doing so in some cases with some success. But I understand that the 
Board does not wish the Fund to take a general initiative in this 
field. I have also noted the importance that you attach, rightly, to 
keeping our good record of confidentiality. It is therefore a question 
of the Fund having to display skill, sensitivity, and a great deal of 
caution, in individual cases, but when there is an international 
rescheduling operation in place, and when it appears that the 
continuation of commercial or other private credit is an important 
element of the integral approach that the Fund has been developing, we 
shall do our best to see that the banks provide the expected amount of 
finance.



After having heard the discussion, I would propose the publication 
of the main paper, appropriately edited, and excluding references to 
the rescheduling of commercial bank credit to individual countries. In 
addition, Section I and Section II of the Annex to SM/80/273, which deal 
with inflation and the burden of debt, and debt ratios and the analysis 
of debt situations could also be published, excluding the tables on the 
ratios of debt for individual developing countries. (The survey of 
multilateral debt renegotiations and the paper on debt restructuring 
by commercial banks would not be published.) As has been done for the 
publication of the Survey of the World Economic Outlook, each member 
country would have submitted to it for its approval the references to 
its own situation so as to allay any concern about possible effects of 
such publication. The general analysis and the overall debt ratios of 
developing countries as a group are extremely interesting, and are the 
product of a considerable effort on the part of the staff. The publica 
tion of these general, objective analyses would, without dramatizing 
the picture, help the international community in general to understand 
the importance of one of the main aspects of the economic financial 
background in which the world will have to live during the 1980s.


