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Late in 2001 the new Deputy Managing Director of the Internationd Monetary Fund (IMF),
Anne Krueger, boldly suggested that under certain conditions international debt repayments by a
sovereign borrower (= government) should be temporarily suspended while negotiations take place on
restructuring its debt. Thus the IMF officidly endorsed one of the more radicd suggestions for
improvements in the internationd financid architecture that have been made since the Mexican financid
criss of 1995 and the severd Adan crises of 1997. This article provides anayticd and historica
background to evauate this and other proposds for reform.

The problem addressed by the proposd is sraight-forward. When any debtor develops
economic difficulties, creditors worry about being repaid, and they move as quickly as they can to
protect their pogtions, for example by declining to renew credits or roll over clams that have matured.
They may even sl the clams before maturity, dthough for that of course they must find buyers. The
difficulty severd governments faced in rolling over maturing debt played an important role in severd
recent debt crises-- Mexico (1995), Russia (1998), Brazil (1998-99), and Argentina (2001-02). Even
creditors that would be willing to roll over ther clams at a satisfactory interest rate may hestate to do
S0 on grounds they will be done, and thus caught in a payments criss. When the ability of the borrower
to continue to service the debt is doubtful, lenders become eager to exit quickly, to protect their
principdl.

This problem can arise for any debtor and its diverse creditors. We ded with it domestically
through bankruptcy proceedings. A debtor in trouble can "file chapter 11" of the bankruptcy law, which
legdly suspends payments to al creditors (except the tax authorities). That sugpension gives a bregthing
gpace for one of severa things to happen. The debtor can re-organize its financid affars to make
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capitd, with legal preference given to the new creditors. It can negotiate with its old creditors for an
extenson of maturity and even an easing of terms, interest or principd. All thisis done within the United
States under the protection and with the guidance of a court of law. Only if a busness firm cannot
restore vaue as a going concern are the debtor's assets liquidated with proceeds digtributed to the
creditors, again under the guidance of a court. Anaogous processes exist in most countries, adthough
Europe tends to be tougher on debtors than the United States.

One of the key features of domestic bankruptcy proceedings is that not every creditor needsto
agree to the negotiated ded to be bound by it. If creditors carrying two-thirds of the clams agreeto a
settlement, dl creditors are covered -- the so-caled "cram down" provison Concretdy, asingle smdl
creditor cannot hold up aded in an attempt to get better treatment.

No such procedure covers internationa claims on sovereign borrowers. So if a government
runs into payments difficulty, each creditor may move to protect its interests, risking arush to the door in
times of difficulty, or even possble difficulty. The IMF proposd is designed to fill this gap, to provide
the internationa andlogue to national bankruptcy proceedings, as applied to governments. (Internationd
lending to corporations is of course covered by bankruptcy law in some country, usudly the country
where the securities were issued.)

Although this need has been recognized for some time, at least Snce the debt crises of the early
1980s, it was given a strong push by the case of Elliott Associates versus Peru. In early 1996 Elliott
purchased, a a heavy market discount, loans to Peruvian banks guaranteed by the Peruvian government
in 1983. The purchase was made while negotiation between Peru and its creditors was proceeding. In
November 1996, by agreement with 180 creditors, Peru exchanged cash and Brady bonds
(collaterdized as to principa by US Treasury securities) for their clams. Elliott sued for full payment of
principal and accrued interest. The clam was dismissed by a Federd court, but reinstated on apped.
To assure payment, Elliott in fall 2000 obtained restraining orders both in New York and in Brussels
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resructuring. To avoid a formd default, Peru settled with Elliott out of court by paying $56 million,
againg Elliott's purchase price of $11 million lessthan five years earlier.

This episode rewarded a hold-out a the expense of creditors who reached a negotiated
settlement, and cast a legd fog around the whole issue of debt restructuring, at least with respect to
private creditors. (Where only public creditors are involved, officia debt restructuring is negotiated
among governments in the "Paris Club." The same governments have needed to meet repeatedly over
the past two decades, and each can expect an unduly tough stand in one negotiation to be reciprocated
a subsequent negotiationsin which it may have a greater sake in reaching a settlement.)

The andogicd application of bankruptcy proceedings to governments is attractive. Like al
andogies, it can be carried only so far. In bankruptcy, two busness judgments must be made: what
would be the vaue of the firm's physcd assets on liquidation must be compared with the firm's
prospects of ultimatey paying more than that if, relieved of some debt, it is dlowed to continue to
operate.

Governments do not service debt out of operating earnings, but out of tax revenues, which face
competing socia dams. Thus politicdl and ultimately ethicd judgments must be made about the
desrability of continuing to service the outstanding debt, not just the technica feashility of doing so.
That is a much more complicated and controversial judgment than those that must be made in normd
bankruptcy proceedings.

The IMF probably has the best capacity to judge the near future fiscd and baance- of- payments
prospects of a debtor country; and even, dthough it does not advertize the fact, to judge the technica
competence and integrity of the Sitting government to carry out its promises. But it is not epecidly well
auited to make the ethical trade-offs between violating a contractua promise to pay creditors versusthe
socid codts in terms of education, hedth care, or security of carrying out that promise. That judgment
needs to be made by palitically responsible officids. Here, the IMF could provide a forum for such
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does in the United States.

So thereis arationde in principle for alegaly sanctioned pause in debt servicing in the case of
sovereign debt held by private parties, discouraging holdouts, and providing preferred new credits
where gppropriate. Severd questions need to be asked about putting it into effect and making it redly
work: 1) What should be its coverage, in terms of a country's indebtedness? 2) To which countries
should it gpply? 3) Would the posshility of an enforced pause in servicing reduce internationa flows of
capital, paticularly to developing countries? 4) What steps need to be taken to put such an
arrangement into place?

The obvious candidates for coverage are overseas holdings of a government's bonds and
oversess bank credit to the government. These are the cdlaims on which sovereign immunity from legd
action istypicaly waived in the debt contract. But if a pause were limited to oversess creditors, foreign
holders could arange to sdl maturing debt to residents and be repaid through correspondents. Thisis
of course more difficult to control when the bonds in question are of domestic issue, rather than an
internationd issue, but where foreign holdings of domestic bonds are extensive -- as was the case in
Mexico, Russa, Brazil, and most recently Argentina.  Foreign creditors moreover will not appreciate
being held up while domestic creditors are repaid. Thus for both practica reasons and for reasons of
parity in treetment domestic holdings of government bonds must also be subject to the pause. And if
domestic banks rely heavily on government bonds as a source of ther liquidity, suspending repayments
of government securities may aso require introducing redtrictions on bank deposit withdrawas, unless
suitable arrangements are made with the centra bank to liquify them when necessary.

What about other domestic dlams on the government, or a Stuation where foreign holdings of
domedtic issues are negligible but internationd credits are covered? Again, foreign creditors are not
likely to agree to overt discrimination, except possbly in cases where the crisisis clearly externd rather
than budgetary in origin -- and even then only if resdents are subject to effective controls on their ability
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equity, to halt payments to foreigners in the name of providing temporary relief and a pause for debt re-
negotiation while dlowing resdents to be repaid and fredly export the proceeds.

The point seems obvious, yet implementing it in today's world is highly problematic. Many
countries have dismantled their controls on foreign exchange, or greetly reduced them to cover only
finendd inditutions. And those that remain are highly pervious to a public determined to export capitd -
- including purchases of foreign currency (eg., greenbacks). Again, in recent crises none of the
countries had redly effective exchange controls, and Mdaysia was widdy criticized for tightening them
in 1998.

What about country coverage? Everyone hasin mind "emerging markets" which have acquired
access to the internationa capitd market through various channds. But this is a congantly changing
category. Moreover, should it include the low-income members of the OECD, such as Mexico, or
even of the EMU, such as Portugd? Should it include Italy, whose future fiscd outlook is by no means
rosy? Or Germany, which recently threatened to break through the EMU's dreaded three percent
budget deficit barrier? Or the United States, whose outstanding debt and foreign holdings of domestic
debt exceed that of any other country? What would be the grounds for extending the provision to some
members of the IMF but not to others?

The question naturdly arises whether inclusion of an automatic roll-over provisonindl or most
government debt would deter the flow of capitd to developing countries. It is worth noting that
corporate debt has long been subject to bankruptcy proceedings in the United States and many other
countries, and the corporate bond market both within the United States and the internationa market are
robust; there may be some deterrence, but whatever its magnitude, it has not kept the corporate bond
market from thriving.

Moreover, some deterrence to the flow of private capitd to emerging markets would not
necessxily be a bad thing. Research on the domestic benefits of foreign cepitd is surprisngly
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evason the benefits are not even unambiguous on theoretical grounds. On badance, the evidence
Suggests a net contribution to per capita income in debtor countries, athough the evidence is much
gronger for foreign direct invesment (involving importation of management skills, marketing know- how,
and technology as well as funds) than it is for portfolio equity or interet-bearing debt. Indeed, if the
economic losses associated with financid crises in the 1990s are attributed in large part to heavy foreign
indebtedness, and to the withdrawd of foreign funds, the net effect of interest-bearing debt during the
1990s has probably been negative rather than podtive. At least after the fact, it is clear that too much
international borrowing and lending took place, and any device that introduced greater caution into such
lending would be beneficid. But for reasons to be discussed below, it isamgor error to attribute these
financid crises primarily or even subgtantialy to foreign capita, athough the actud or feared withdrawa
of foreign funds certainly deegpened the crises after they had begun.

Assuming then tha a roll-over provison would represent a net improvement in current
inditutiond arrangements, how could it be brought about? One suggestion, which seems to be favored
by the US Treasury, is that such temporary stand-4till or roll-over clauses should be adopted voluntarily
in debt contracts involving cross-border transactions, or a least those involving currencies other than
those of the borrower. Debt contracts, whether bonds or loans, contain many conditions today,
including, when the borrower is a naiond government, the waiver of soveregn immunity; it would be
ample in principle to add a clause permitting temporary extension of the maturity of the debot, either at
the initiative of the debtor or by the debtor with gpprova of some third party, such as the IMF. Any
potential debtor eager to get access the capital market, however, would be rductant to start the
process, particularly since it could be done only for new debt, and would in this respect sub-ordinate
new creditors to outstanding creditors. 1t would take many years before al outstanding debt contained
such clauses, even if adoption on new debt were universd. But sufficient publicity on the advantages of
such provisons, plus pressure by internationd financid indtitutions, might gradudly bring it about; and
the process could be accderated if the mgor rich countries adopted the practice in their externa debt,



or evenin dl ther public debt.

A second possible route would be through legidation in the mgor creditor countries, plus in
those countries where debtors had sgnificant assets, such as arcraft or ships, that might be legdly
seized by a creditor -- alist that would of course vary from debtor to debtor. Such legidation would be
designed to immunize debtors in distress from successful lawsuits, provided the agreed conditions were
satisfied. Sales of clams on debtors in distress to resdents of countries without such legidation would
undoubtedly occur, but the courts in such countries would be rendered impotent to do anything
effective.

A third possible route would be through by treaty, which to be effective would have to cover at
least the countries in the preceding paragraph. One form of such treaety would be forma amendment of
the Articles of Agreement of the Internationa Monetary Fund, which would be an especidly desirable
route if the IMF were asked to play a key role in the process, for example by certifying the need for a
ganddtill and that the debtor country had met the conditions for a settlement.  This third route is the
cleanest and most coherent, athough the ratification process would necessarily take substantia time.

A government can run into serious debt problems because of exceptiondly bad luck -- for
example, an unforeseen sharp and durable drop in world demand for its principa export product, which
may aso be amgor source of government revenue; or because of exceptiondly short-sghted behavior
in undertaking the borrowing. And of course the lenders are dso taking a gamble, especidly when the
country is being short-dghted -- and they are usudly paid for taking this gamble in the higher interest
rates they recelve. The possihility of default should in such cases not be a surprise, nor should they
pretend that it isasurprise. The losers will be the people of the debtor country if the economy needs to
be severdy squeezed to enlarge the trade surplus to service the outstanding debt. Yet squeezing the

economy often worsens the government's budget deficit, so it is caught in adouble bind.
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A country may need some relief from debt servicing -- or at least the possbility of rdlief -- even
when the debt burden is not unbearable in the long run. If alot of debt is coming due in the near future,
creditors may worry about the ability of the country to re-finance in_the shart run, and in the process
make the refinancing impossible -- an example of a sdf-fulfilling prophesy, which isacommon problem
in the world of finance. Of course, borrowers would be well-advised not to get themsdves into this
dtuation in the fird place, for example by borrowing at longer term. But sometimes bunched borrowing
may be unavoidable, due to externa events beyond the country's control. To avoid the often harsh
consequences of a creditor panic, requiring a reduction in economic activity, the internationa community
should be dble, just as a centrd bank is within a national economy, to liquify the economy with foreign
exchange in the short-run in order to persuade foreign creditors and potentia creditors that they
individudly will not be left holding an unservicegble dam.

This issue arose in Mexico in January 1995, and in South Korea in January 1998. Large
currency depreciations had occurred in the preceding month in both cases, making exports much more
comptitive and prospectively reducing the subgtantid trade deficits. But a large amount of short-term
debt matured in the coming months -- government tesobonos in the case of Mexico, interbank loansin
the case of Korea -- and creditors were individualy reluctant to extend their credits, even though by
that time the economic fundamentals of each country seemed to be satisfactory, or on the way to
becoming satisfactory. The international community assembled a large officid support package in each
case, centered on an IMF program and loan but augmented by funds from other indtitutions and
governments, and in the case of Korea pressed creditor banks into extending their maturing credits. In
the end the efforts succeeded, but the economic costs were excessively high and in each case the effort
was ad hoc and full of suspense over whether the requisite support could be assembled and whether it
would work. And in both cases, large amounts of the assembled officid funds had to be used to cover
the privately held maturing debt, so creditor panic was partialy neutralized rather than averted.

[1t is noteworthy in both these cases that resdent funds began to leave in volume before the



currency devauaions, withdrawds of foreign funds occurred mainly afterward, when there was il
doubt whether the government or banks would be able to repay their obligations]

As areault of these and other experiences, the IMF has taken two important steps to improve
its ability to ded with such crisesin future: it has streamlined its procedure, so that when necessary it can
act much more quickly than was true heretofore, dthough its processes il take more time than may be
avalable in an emerging financid crigs; and it has augmented the resources available to it for emergency
lending through the New Arrangements to Borrow, which with the earlier Generd Arrangements
enablesthe IMF to call on 25 countries for up to $46 billion under appropriate conditions. The
IMF was origindly set up to lend into temporary imbaances in current account transactions. 1n the mid-
1990s the IMF extended its purview to cover international capita transactions as well. Some recent
problems, however, have been primarily or wholly budgetary rather than externd in origin. This was
especidly true of Russa in 1998, but dso of Brazil (1998) and Argertina (2001), dthough al three
developed an internationa dimension. The governments could finance their deficits only on increasingly
onerous terms.  Rolling over the debt at ever higher interest rates aggravated the budgetary problem,
and of course aso enlarged the imbaance in externd payments insofar as foreigners held government
debt and declined to renew it.

The IMF lends to governments, so IMF loans provide temporary budgetary as well as baance
of payments relief. But it is doubtful that the IMF should provide budgetary relief when there is no
grong externd dimension to the problem. To create the presumption thet it will is likely to invite
drategic behavior by governments to get relatively chegp sources of funds a medium-run maturity --
longer than they can usudly get on their public debt under stressful conditions.

Thus there are three quite different circumstances caling for IMF support:

1) to help finance a temporary deficit in internationa payments arisng, for example, from a
cyclicd fdl in foreign demand for a country's exports, or to cover the period before a currency

devaluation can improve the trade badance. Thiswas the traditiond purpose of the IMF.



2) to help avert a creditor panic, when much externa debt matures in a short period of time,
even when there is no long-term payments problem, to assure creditors that the country has enough
liquidity to repay the debts -- in which case the ready avalability of IMF support may make it
unnecessary to use it, as bankers are dways willing to lend to those whose credit is high.

3) to participate in the consolidation and perhaps reduction of externd debt that has become
too heavy for the government or country to carry indefinitely. Here the IMF provides funds to help
persuade private creditors to accept some debt reduction in exchange for some cash up front, under
conditions when the dternative of default is even less tractive.

The Krueger proposd, while not addressng IMF financing, concerns only the third of these
circumstances. Norma IMF action and resources have been able to ded with the first, except when
extensve capitd flight by foreigners and residents dike impose requirements beyond the current account
deficit. The IMF may or may not have enough resources, quickly enough, to ded with the second case;
it has not yet been fairly tested.

Of course, the world of affars rardy fdls cleanly into each of these three categories. Elements
of each may be present at the outset; and of course the first case may easly provoke the second, or
even the prospect of the third.

The IMF's ability to ded with financid crises, and to forestal creditor panic, would be
immeasurably increased if it had the capacity to provide sufficient resources to cover even the worst
contingency; if it had such resources, the probability of the worst contingency would be greetly reduced.
Such capacity could be provided by empowering the IMF to issueits own "currency,” Specid Drawing
Rights (SDRs) in such emergencies. At present, the IMF can issue SDRs (by 85 percent vote of its
Board) for the purpose of meeting the long-run needs of the world economy for additiond internationd
liquidity. SDRs have been issued only twice, in 1970-72 and 1979-81, in amounts worth about $27
billion today, making up a patry 1.4 percent of the world's internationa reserves. (A third, specid
alocation doubling the totd was agreed in 1997, and awaits US ratification.)
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The proposa here would add a different purpose, more pressng these days, for ssuance of
SDRs. The conditions for temporary issuance would have to be tightly drawn, and any SDRs actudly
issued would subsequently be withdrawn when the emergency had passed, just as the Federd Reserve
first injected and then withdrew extensive credit following the collgpse of LTCM in 1998. The
classca conditions for action by a lender-of-last-resort to banks, lad down by Water Bagehot in
1873, is that in emergency it should stand ready to lend without limit, a a pendty interest rate, against
good collatera (as priced in norma times), and make this readiness known ahead of time. These
actions are to assure adequate liquidity in a financid system, not to ball out insolvent banks, which
requires a different course. But deding with insolvent inditutions is much esser in afavoradle financid
environment than in one seized up for lack of liquidity.

With the ability to use SDRs, the IMF could play a surrogate role of lender of last resort for
internationd financid crises, something it cannot assure today because of potentia shortage of funds. It
could then concentrate on the conditions instead of having to worry aso about cregting a codition of
willing new lenders in each case.  IMF conditiondity provides a functiona subdtitute for collaterd,
athough the pledging of collaterd by dtates, as was done by Mexico againg the US Treasury loan of
early 1995, should not be excluded.

Mord hazard can be reduced not only by stringent conditions, but also by a number of other
measures, such as conditioning the terms of IMF lending on prior acceptance of internationdly-agreed
standards, the presence of stand-ill clausesin internationd |oan covenants, and arate of interest thet is
above normd rates.

Empowering the IMF in this way would require an amendment to the IMF's Articles, but that
would be a naturd addition if the Articles are to be amended to provide for a stand-4ill in debt

repayment with IMF involvement, as under the Krueger proposd.

I sebility of Finendidl Cii
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Financid crises seem to be an inevitable concomitant of economic development, a kind of
adolescent growing pain. As countries evolve from low-income, agricultural economies to modern high-
income economies a severe tension develops sooner or later between the red economy and the financia
superdructure that is necessary to sudtain it. A key feature of development is to socidize private
savings, drawing them away from jewery and other private stores of vaue into financid ingtitutions o
that the saving can be mobilized for productive investment. This is the socid role of banks. A key
problem with this dedrable process is that bankers (or their backers) now have more money a their
disposa than they ever dreamed of. All kinds of attractive projects become financidly possble. Some
bankers do not seem troubled by the fact that they are dealing with other peopl€'s money. They start to
invest on alarge scae, which may create ared boom, and an associated euphoria. Production, profits,
employment, and capitd gainsdl rise. Things are going so well that any initid caution is soon forgotten.

But unless productivity is riang synchronoudy, such booms have an dement of a Ponzi scheme,
unsugtainable in the long run. Former Federd Reserve Charman William McChesney Martin once
famoudy said that the role of the centrd bank is to take away the punch bowl just as the party redly
gets going. But that requires a prudent, independent, nonpartisan centra bank with its eye on thelong
run -- something most developing countries quite deliberately do not have, at least until they have been
through afew serious financid crises.

Every country experiencing a financid crigs in the 1990s had an unsugtainable domestic
gtuation, a mis-match between financiad clams and the performance of the red economy. The detalls
differed dgnificantly. Sometimes private banks were involved, sometimes governments, often both.
Severd governments discovered the wonders of the financial market, domestic as well asinternationd,
wherein bonds can be floated to finance government expenditures without the need, in the short run, to
impose unpopular taxes. Thusdid Russa, Brazil, and Argentinadl avoid difficult choices, for awhile.

Americans have no reason to be smug. The United States had dmost one serious financid criss

a decade during its formative developmentd period from the 1810s, culminating in the catastrophic
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Great Depression of the 1930s. Even the lessons learned then and reflected in a host o regulatory
legidation did not save the United States from the savings and loan criss of the 1980s, brought on
through legidation amed to hdp important condituents of key congressmen. It was sometimes
fashionable to blame these crisis on foreigners, and indeed there were occasiondly international aspects,
but they were overwhemingly domestic in origin. Britain, France, and other European countries had
amilar experiences during the 19th century.

Could these crises, US or foreign, have been avoided? In logic, probably. But it would have
required Platonic monetary guardians, detached, disnterested, far-gghted -- the antithess of the
modern politician -- to achieve it. In practice the capitaist sysem works by harnessng greed, not
charitable inclination, to achieve economic progress. It has been smashingly successful during the past
200 years, especidly the past 50 years, and its success is now spreading from Europe and America
around the world. But the progress was not smooth, being punctuated by financid and economic crises
which provoked improvements in ingitutiond sructure and legd incentives to channd the greed in
socidly congtructive directions. It has been a process of trid and error, one that is on-going, for each
new generdion of financid wizards will try to find lucrative loopholes in the rules and structures put in
place by the previous generation -- usudly in response not to ther foresght but to ther own
acknowledged mistakes and omissions.

The bottom line is that financid crises seem, empiricaly, to be an inevitable companion to the
economic development of any country. Specificadly, they are not the fault of the internationa economic
system, nor does their presence sgnify serious defects in the international system, contrary to what has
often been cdlamed in recent years. To be sure, the internationdization of financia markets enlarges the
possible availability of funds, and increases the number of people who can be taken in by the current
euphoria, to which supposedly hard-nosed western bankers and money managers are not immune.
Thus foreign capitd can affect the magnitude and detaled dynamic of financid crises. But higory

uggests the prime mover is domedtic in origin, and in dl recent crises resdent funds were implicated in
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precipitating the crigs.

As country after country has discovered, usudly the hard way, a high level of disclosure of
information is required for well-regulated and well-functioning financid markets. Yet full disclosure is
anathema to commercid and financid practice in many societies. There must dso be a clear hierarchy
of financid respongbility and risk, ranging (in the United States) from shareholders with the mog,
through bond holders and other creditors, to depositors with theleast. If something goes badly wrong,
it must be clear who bears the cods. Yet governments in developing countries are often complicit in
goparently private economic decisons, and paliticaly-influentid shareholders are reluctant to accept
their losses -- indeed will sruggle vigoroudy to avoid them. A financid system cannot function well so
long asthisisthe case. Such sruggles will not be diminated smply by changing laws and regulaions.

Deposit banks play a vitd role in development. They are trusted indtitutions where financidly
unsophigticated citizens are willing to place thair savings. Thisis a big socid improvement over private
savings held in the form of commodities such as gold bracdets, for they permit savings to be mobilized
for development. To work, people must be confident that they can retrieve their savings when needed.
That in turn requires ether that the banks invest the savings carefully, on average, or that the date
directly or indirectly guarantee the savings.

Banks in many developing countries have engaged in a massve violation of the trust that has
been placed in them, by directing the savings into operating expenses of loss-making corporations,
dubious "nationa champion” investments (some of which succeed, many of which do not), and red
edate soeculation or loans to politicdly well-connected individuds. Bank share-holders resst the
implication that they should lose their stakes, and the struggle continues over who shdl bear the losses
that have dready been incurred in financid crises. Until a dear and generdly accepted hierarchy of
responshility is established, nationd financid systems will remain unreformed and will fail to achieve
their socid potentidl.

While the internationd system may not be respongble for financid crises, the foreign dimengon,
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having contributed to the preceding euphoria, may aggravate the criss and increase its economic cods.
Moreover, crises can spread from one country to another through a variety of channels, trade aswel as
financid. So maybe the internationd community can help to mitigate the damage. Every proposd for
reform needs to be assessed with this possbility in mind, but dso taking into account the possible harm
it can do, ether by sgnificantly retarding the internationd flow of beneficid capitd, or on the contrary by
encouraging incautious lending on the assumption that any trouble will be covered by officid internationa
action.

The proposd for an internationdly sanctioned stand-<till on sovereign debat, if it could be deanly
and comprehensively implemented, would represent a modest improvement on exising arrangements.
The proposd to empower the IMF to issue SDRs in a financia emergency, under stringent conditions,
would represent a complementary modest improvement.  Both would require amending the IMF
Articles, no easy task. Neither proposa will banish financid crises.
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