_'Hard, questions.abotit: who pays' for the Bradgplgt_i

Stephen Fidler at a' Eurdpean seminar listens:to reactions to the latest US proposals on debt - '

L)
vervhndy says it's a

— great idea, as long as the

other guy pavs for i1

This was how one American
tanker summed up reaction to
the 1S proposals on develop
Toypr g nmliey deht al o hiech Ievel
werninar in Amsterdiam vester
i

Organised by NMIE Bank to
colncide with the annmual meet
g here of the Inter Amerlcan
Development Bank, the confer-
ence brought together some of
the main protagonists in the
debt jzene in a publie forum,
for the first time szince Mr
Hicholps Brady, U5 Treasury
Secretary, announced the new
U5 proposals.

Mr David Mulford, the US
Treasury official widely consid-
ered the main architect of the
pmpbsafs‘ insisted they were
not a blueprint. He nmiﬂﬁd
some slight reflinements om Mr
Brady's speech, which envls-
aged “support” from the Inter-
patjonal findncial | institlitions
' for volurtary debt reductjon by
banks.. This could.incliide,. he
sald yesterday, IMF ahd World
Bank “support {or Interest pay-
ments on a rolling basis for a
limited period”, v o

,. In some quarters, the Brady

opesals are being criticlsed

pguse It appears as if the
Administration s  saying
nobody will pay., . . . . ..

.:"One of the grest berieflls of

these present ideas Is that, In
lﬂﬂf‘ of themselves, they do not

Involve additional resources as
being necessary for the inter
national institutions at this
time,” Mr Mulford told journal-
ists. "They Involve a shift in
the direction amd wse of
resourees towards debt redoe-
fion.”

There woere few dissontors
from the assessment of Mr
dean Claude Trichet, Director
of the French Treasury and
chairman of the Maris Club of
Weslern creditor nations, that
the proposals marked “a turn-
ing point™ in the debl erisis.

However, the first concrete
sign that the Brady ideas could
meet resistance came from Mr
Onno Ruding, the Dulch
Finance Minister and chairman
of the Interim committes of the
IMF. “I want to put a speclal ;
question mark at the provislon ’
of guarantecs by the IMF or :
the World Bank,” he sald, .,

., Indeed, while the US ideas
were _ugglauﬁed from all sides
of thé: debate, it was clear that
In. many quartérs the hard |
questions are now belng asked.
. Mr Eugene Rotberg, a former
treasurer of the World Bank ;
and now an executive viee
president with. Merrill Lynch
on Wall Street, articulated
many of these issues. .=
. Precisely who will take. the
risk, who puts up.new money,
and how much In resources
will be available?: Who takes .
losses and through what mech-
anisms, and how does this

r T

Jose Luis’ Hii‘:hineh: ques-
Honed voluntary basis

i S 1
affect the cash How of the debt-
ors? What will be the account-
ing impact on the lending insti-
tutions and how are the
beneficiaries chosen? Will It be

first coma, gerved, or will
those In W shape_be the
‘first to bendfit! Or those in
best shape? :

p“ r e kel
. When thése. ‘&re. known,
other questlons raleed widely
.at the seminar will be asked.
What kind of impact will the

' plan have, on, Incentives in

debtor countries? , , .
.41 Perhaps mogt central of all:
.il acceleraled debt reduction
Ancompatible with new loans
Jrom banks? The essentlal
;problem here is that unless

ity meeds to be reconclled

debt reduction Is huge it does
not address the problem of the
big resource flows from the
debtor countries, amounting to
£30bn from Latin America last
year. Mr Toyeo Gyohten,
Japan's vice-minister for inter-
national finance, agreed that
the “incompatibility between
debt cancellation and the new
credit needs to be reconciled”.

That would happen only
when creditor banks were con-
vinced that the quality of their
new credits and the remainder
of thelr old eredils were
enhanced compared with the
cancelled portlon of thelir old
credits.

Mr Gyohten and Mr Trichet

Toyoo Gyohten: ’:ﬁmmpaill:rii- l:lnm; ﬂndln:

¥

first slgns of
resistance )
also attempted to reduce expec-
tatinns that voluntary debt
rediiction by banks for middle
income countries might be fol-
lowed by the same from the
Parls Club. )

According to Mr Trichet, the
need for ereditor governments
to reduce debts was not
proven, since officlal credit to
middle-income countries made
up a greater and greater share
of the total and continued to be
forthcoming, while commercial
bank lending had dried up.

Others, including Mr Rot.
berg, were concerned that too
great a role for the World Bank
in the process might damage
the institution's standing in

T
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the eyes of creditors.

There was also a conflict
virws nn'the question of Mig!
capital. Mr Horst Schulmann o
the Institute of Internation
Finanece, the Washingtem low

promp that spenks Fae th
Teinks, insistold that pogquosios
ionge fhiprhit capital was et
to resolving the el crase %

Jesus Silva Herzog, the fopm-
Mexican Finance Minister, =2
he believed that only when 1]
debt issue was solved weon!
flight capital eome home

But only Mr Jase Lais Mas
imea, the presidemt of the g
tral bank of Argentina, que
tioned the voluntary hasis ©
debt reduction. He aske
whether in a voluntary fra

. work, banks would waive t

gharing and negative pledg
clauses of loan agreemenyd
that stand in the way of da|
reduction. “If the approac
continues to be based on sma
operations, the net trahsfer
won't cease and ‘ﬂm debi
problem’ will tefidin Iargel
unsolved.”; ‘& - 0
There also hmains a wog
that the' US promize of.
revlew, of the debt strateg:
and the subsequent Brady pr
posals, may have ralsed hog
which cannot be fulfilled, esp
clally in_the short term, givy
the |ssues still to be resolv
As Mr Mulford sald of t
ldeas: “They are not In pla
and not, strictly speakin
usable - at this moment.”






