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Ministers see declining risk of global recession,
endorse steps to strengthen financial system

Meeting on April 27 in an atmosphere of recovering mar-
ket confidence, the finance ministers and central bank
governors of the Interim Committee noted that even

At the meetings (left to right) Renato Ruggiero, Director-General of the World Trade

though the risks of a global recession had been reduced,
the outlook was for continued sluggish world growth in
1999, with a modest recovery in 2000. To address the
downside risks to growth and
other policy challenges, the
Committee called for priority to
be given to macroeconomic and
structural measures to restore
growth in the crisis-afflicted
emerging market economies,
policies of financial restructur-
ing and domestic-demand-led
growth in Japan, and actions to
support domestic demand in
Europe (see text of commu-
niqué, page 138).

The Committee welcomed
the actions that the IMF had
taken to strengthen the inter-
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Press release

International community considers
economic response to Kosovo crisis

Following is a press release issued on April 27. The text of the
press release and a joint report by the IMF and the World
Bank, The Economic Consequences of the Kosovo Crisis:
A Preliminary Assessment of External Financing Needs
and the Role of the Fund and the World Bank in the
International Response, are available on the IMF’s website
(www.imf.org).

A high-level meeting of governments and interna-
tional agencies was held in Washington today on the
international community’s response to the Kosovo cri-
sis and its impact on neighboring countries in the
Balkan region. The meeting, convened under the aus-
pices of the World Bank and the IMF, was cochaired by
World Bank President James Wolfensohn and IMF
Managing Director Michel Camdessus. Representatives

of 7 international agencies and 33 countries partici-
pated, including representatives of the 6 Balkan coun-
tries most immediately affected by the crisis: Albania,
the former Yugoslav Republic of Macedonia, Bosnia
and Herzegovina, Bulgaria, Croatia, and Romania.

The objectives of the meeting were threefold:

* to review the short-term response of the interna-
tional community to the humanitarian, economic, and
financial needs of the six most affected countries, set out
in an impact assessment report prepared jointly by the
IMF and the World Bank;

+ to exchange views on a medium- to long-term
approach for economic reconstruction and recovery,
growth, and progress in reaching social stability in the
region once peace is achieved; and (Continued on page 132)
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Policy actions
undertaken by
both emerging
and industrial
countries had
helped to
improve
market
confidence.
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Interim Committee foresees modest recovery

(Continued from front page) endorsed the IMF Executive
Board’s establishment of Contingent Credit Lines
(CCL) (see page 133); and welcomed the progress
made in the area of internationally recognized stan-
dards and greater transparency. It called for a new
impetus to reduce the debts of low-income countries
undertaking strong adjustment measures.

The Committee also supported the measures being
taken to enhance IMF assistance to postconflict coun-
tries and endorsed the need for a rapid and substantial
international response to the economic consequences
of the Kosovo crisis.

During the two-week period leading up to the Interim
Committee meeting, the IMF made public an unprece-
dented volume of documents and other information. In
most cases, these releases were supported by comprehen-
sive press briefings. Materials released included the staff
paper on involving the private sector in forestalling and
resolving financial crises (IMF Survey, April 26, page
113); the progress report by the Managing Director and
the President of the World Bank on the HIPC [Heavily
Indebted Poor Country] Initiative; material on the CCL
(see page 145); perspectives on the current framework
and options for change; three experimental case studies
on transparency practices (see page 145); the Managing
Director’s statement to the board on progress in strength-
ening the architecture of the international financial sys-
tem (see page 143); and the preliminary assessment by
the staffs of the IMF and the World Bank of the economic
consequences of the Kosovo crisis (see page 129). All
these papers and the transcripts of associated press brief-
ings are available on the IMF’s website (www.imf.org).

World Economic Outlook
Speaking at a joint press conference with the Managing
Director on April 27 following the release of the
Committee’s communiqué, Committee Chairman Carlo
Azeglio Ciampi, the Italian Treasury Minister, noted that
since the last meeting of the Committee in October
1998, the risks of a global recession had declined. He
added that policy actions undertaken by both emerging
and industrial countries had helped to improve market
confidence (see text of joint press conference, page 134).
In its review of the World Economic Outlook, the
Interim Committee noted the positive signs of a turn
toward recovery in the Asian crisis countries; the stabi-
lization of the situation in Brazil, coupled with the fact
that spillovers to financial markets elsewhere in the
region had been moderate; continued strong growth
in the United States and Canada; and improved
investor sentiment toward many emerging market
economies. Nonetheless, the Committee was of the
view that there were still some downside risks. Short-
term prospects in Japan remain uncertain, while

growth in Europe has fallen below potential. In Russia,
despite some recovery, fiscal and debt imbalances
remain unsustainable, the Committee said, and vigor-
ous action is needed to tackle the root causes of the cri-
sis in that country.

The Committee endorsed the broad strategy of the
international community in dealing with the Asian
financial crisis. It found, however, that serious chal-
lenges remain ahead and urged the affected countries
to persevere with reforms and to lay the basis for sus-
tainable and high-quality growth to resume.

Regarding exchange rate regimes, the Committee noted
that desirable arrangements may vary across countries and
that any regime must be supported by disciplined policies
and robust financial systems. It observed that recent crises
have demonstrated that the requirements of maintaining a
pegged rate are demanding, particularly in an environ-
ment of increased capital mobility. At the same time, it
noted that a number of economies with fixed-rate
arrangements, including under currency boards, had suc-
cessfully maintained exchange rate parities. It asked the
IMF Executive Board to consider this issue further, includ-
ing in the context of large-scale official financing.

International financial architecture

Ciampi said the Committee welcomed the establishiment of
the CCL as “an important defense against financial conta-
gion” that would “provide strong incentives for the adop-
tion of stronger policies and the constructive development
of the private sector.” He added, “We regard this facility as
a key component of our crisis-prevention strategy.”

The Committee endorsed the IMF’s work on mea-
sures to facilitate the avoidance or orderly resolution of
crises. These include such steps as adhering to sound
principles of debt management, establishing systems for
monitoring private external liabilities, maintaining effec-
tive communication with private markets, maintaining
adequate foreign exchange liquidity, and supporting
proposals that seek to eliminate the current regulatory
bias in favor of short-term interbank credit lines.

In welcoming the IMF’s progress in developing, dis-
seminating, and monitoring the implementation of infer-
nationally recognized standards, the Committee endorsed

+ the strengthening of the Special Data Dissemina-
tion Standard (SDDS), notably by adopting a template
for data on international reserves and related liabilities;

+ the completion of the manual on fiscal transparency;

« the progress in developing a draft code of good
practices on transparency in monetary and financial
policies, on which the Committee encouraged the
Executive Board to complete its work by the time of the
1999 Annual Meetings; and

+ the progress made by bodies other than the IMF in
developing other relevant standards in such areas as



accounting, banking supervision, bankruptcy, and cor-
porate governance.

The Committee also underscored the importance of
increased transparency in IMF operations and wel-
comed the progress that had been made, including

+ the greater use of Public Information Notices
(PINs) for IMF policy discussions;

« a presumption toward release of Letters of
Intent/Memoranda of Economic and Financial Policies
and Policy Framework Papers underpinning IMEF-
supported programs;

+ the issuance of a Chairman’s statement of the key
points of the Board discussion after it has approved or
reviewed members’ arrangements;

« liberalized access to the IMF’s archives; and

« apilot project for the voluntary release of Article IV
reports.

HIPC Initiative and ESAF

The Committee encouraged the Executive Board to
develop proposals to strengthen the current framework
for debt relief to strengthen incentives for strong pro-
grams of adjustment, reform, and good governance.
This relief, it noted, “should provide a clear exit from
unsustainable debt burdens” and ensure an appropriate
burden sharing among creditors.

In light of the increased costs of the proposed modifi-
cations to the HIPC Initiative and the financing needs of
the interim Enhanced Structural Adjustment Facility
(ESAF), the Committee stressed the need “to redouble
efforts to secure the full financing of these initiatives.” It
urged the Board to adopt as soon as possible the decisions
needed to ensure that the initiatives are fully funded.

Responding to a question at the joint press confer-
ence, the Managing Director said that “this will cer-
tainly entail some sales of [IMF] gold.” He added that
the decision to proceed with sales would be taken soon
and that, once it had been taken, the IMF would “pro-
ceed in an orderly and prudent way; it is certainly not
our intention to proceed in a way that could introduce
disorderly developments in the gold market.”

Kosovo crisis
In addition to supporting the Board’s measures to enhance
IMF assistance to postconflict countries in general, the
Committee endorsed the need for a rapid, substantial, and
coordinated response to the economic consequences of
the Kosovo crisis. “Such a response,” it said, “is urgently
needed to ensure that sufficient aid is provided to alleviate
the suffering of the refugees from Kosovo and to ensure
that countries in the vicinity of the crisis can have access to
external financing to support their efforts toward macro-
economic stability and structural reform.”

As a first step in such a coordinated response to the
crisis, IMF Managing Director Camdessus and World
Bank President James Wolfensohn chaired a meeting,

convened by their two institutions on April 27, of repre-
sentatives of 7 international agencies and 33 countries.
The purpose of the meeting was to review the short-
term response to the needs of the six most affected
countries; exchange views on a medium- to long-term
approach for economic reconstruction and recovery;
and formulate the next steps to coordinate the interna-
tional community’s response to the economic and social
impact of the crisis (see text of press release, page 129).

Development Committee
The meeting of the Interim Committee was followed, on
April 28, by that of the joint IMF-World Bank
Development Committee, under the chairmanship of
Tarrin Nimmanahaeminda, Finance Minister of Thailand.
In its communiqué (see page 149), the Committee
expressed strong support for the HIPC Initiative and
endorsed options designed to enable debt relief under the
initiative to be broader, deeper,
and faster. Committee members
reiterated the importance of
ensuring a clear link between
debt relief and the goals of sus-
tainable development and
poverty reduction and stressed
that HIPC programs should
fully reflect social concerns by
protecting social expenditures.

Group of Seven

The representatives of the major industrial countries, meet-
ing on April 26 as the Group of Seven, emphasized in the
communiqué issued following their meeting their commit-
ment “to a growth strategy based on strengthening domes-
tic demand that contributes to achieving more balanced
growth among our countries to reduce external imbalances
and to continue to support recovery in emerging market
economies” (see text of communiqué, page 146). They reaf-
firmed their determination to pursue policies to promote
sound economic fundamentals and more balanced growth
to “help avoid excess volatility and significant misalign-
ments of exchange rates of major economies.”

Group of 24

The ministers of the Intergovernmental Group of 24 on
International Monetary Affairs, representing the develop-
ing countries, also met on April 26 and called for addi-
tional policy actions to be taken to deal effectively with
adverse trends in the world economy (see text of com-
muniqué, page 152). On the HIPC Initiative, the Group
of 24 supported proposals to extend debt relief under the
initiative and to relax eligibility criteria. They noted that
selling a portion of the IMF’s gold holdings would pro-
vide only a small portion of the required resources and
advocated appropriate burden sharing and alternative
financing mechanisms to provide additional relief. =~ ™

[ ISURVEY]

Stanley Fischer, First
Deputy Managing
Director of the IMF,
speaks with
reporters.
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Many speakers
stressed the
need for close
coordination of
relief efforts and
initiatives to
alleviate the
macroeconomic
impacts of the
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(Continued from front page) ~ * to formulate next steps for
coordination of the international community’s response

to the economic and social impacts of the crisis.

Short-term response

The meeting was informed by the representative of the
United Nations High Commissioner for Refugees of
ongoing efforts to provide humanitarian assistance to the
more than 600,000 Kosovar refugees in neighboring
countries. Concern was also expressed about the hun-
dreds of thousands internally displaced within the
Federal Republic of Yugoslavia, including Montenegro
and in Kosovo itself. Special recognition was given to the
refugee-receiving countries. Many speakers stressed the
need for close coordination of relief efforts and initiatives
to alleviate the macroeconomic impacts of the crisis.
Speakers broadly endorsed the methodology adopted by
the joint IMF-World Bank paper to assess the economic,
financial, and social costs of the crisis; however, many
noted that the projections for financing needs for 1999
were likely to be underestimated and thus would need to
be amended to include indirect impacts, such as the effect
of the crisis on domestic business activity, unemploy-
ment, social conditions, and overall poverty levels. The
projections would be revised on an ongoing basis.

No pledges were made or sought at [the] meeting.
The meeting took note of the multilateral and bilateral
donor support already provided to the affected coun-
tries. It welcomed the recent decision taken by the Paris
Club to defer all debt-service payments falling due to
them by Albania and Macedonia during the year ahead.
Participants reflected a broad consensus regarding the
guiding principles for donor assistance set out in the
joint paper. Five critical dimensions were stressed:

+ Urgency. A swift donor response is required to help
meet the severe humanitarian and other financial
needs generated by the crisis.

* Reform and governance. Affected countries should
do their part by maintaining the momentum of adjust-
ment and structural reform and by ensuring good gov-
ernance under these difficult conditions.

« Additionality. External and budgetary gaps for
1999 need to be filled with quick-disbursing assistance
in amounts over and above donors’ planned aid pro-
grams for affected countries. This will involve an
important role for bilateral donors and the interna-
tional financial institutions.

+ Concessionality. Financing on sufficiently conces-
sional terms is critical, especially for the poorer countries
of the region, if the crisis is not to result in further indebt-
edness and additional medium-term fiscal pressures.

+ Coordination. While the crisis is by nature regional,
actual aid flows should continue to be mainly channeled
on a country-by-country basis; thus, strong donor coor-

dination will be essential to ensure that the regional
dimensions of the crisis are adequately addressed.

Medium-term approach

Many speakers addressed the need for a medium-term
approach to the Balkan region, focusing on durable peace
and economic stability once the current conflict is over. A
number of participants noted the importance of planning
for refugee return and reconstruction in Kosovo once the
conflict is over. Several suggestions for regional coordina-
tion were discussed. The meeting broadly endorsed the
need for a comprehensive regional framework that would
take account of the political and humanitarian as well as
economic and social factors—including plans for postcon-
flict reconstruction and recovery—needed to ensure stabil-
ity in the region in the medium term. In this regard, the
meeting called upon the international financial institutions
to continue to develop, refine, and update on an ongoing
basis their assessments of the economic, financial, and
social costs of the conflict and to formulate strategies for
dealing with the medium- to long-term economic chal-
lenges facing the countries in the region. The World Bank
and the European Union were called upon to coordinate
needs assessment and modalities for assistance.

Next steps

Country-specific donor meetings, cochaired by the
World Bank and the European Union, are being held in
the coming weeks to seek pledges to close the funding
gaps for individual countries.

There was a widely shared view that the interna-
tional assistance effort would benefit from high-level
political guidance.

It was announced that a Balkan meeting would be held
at the end of May in Bonn to further define concrete steps
toward, among other things, developing a framework for

the medium-term development of the region. [ |
Selected IMF rates
Week SDR interest Rate of Rate of
beginning rate remuneration charge
April 26 3.24 3.24 3.47
May 3 3.29 3.29 3.74

The SDR interest rate and the rate of remuneration are equal to
a weighted average of interest rates on specified short-term
domestic obligations in the money markets of the five countries
whose currencies constitute the SDR valuation basket (as of
January 1, 1999, the U.S. dollar was weighted 41.3 percent; euro
(Germany), 19 percent; euro (France), 10.3 percent; Japanese
yen, 17 percent; and UK. pound, 12.4 percent). The rate of
remuneration is the rate of return on members’ remunerated
reserve tranche positions. The rate of charge, a proportion of the
SDR interest rate (107 percent; 113.7 percent, effective May 1,
1999) is the cost of using the IMF’s financial resources. All three
rates are computed each Friday for the following week. The
basic rates of remuneration and charge are further adjusted
to reflect burden-sharing arrangements. For the latest IMF
rates, call (202) 623-7171 or check the IMF website
(www.imf.org/external/np/tre/sdr/sdr.htm).

Data: IMF Treasurer’s Department



Crisis prevention

IMF tightens defenses against financial contagion
by establishing Contingent Credit Lines

The IMF’s Executive Board has agreed to provide
Contingent Credit Lines (CCL) for member countries with
strong economic policies as a precautionary line of defense
readily available against future balance of payments prob-
lems that might arise from international financial conta-
gion. Following is the text of Press Release No. 99/14, issued
April 25.

The CCL is being established for a two-year period and
will be reviewed after one year’s experience. It is intended
to be a new instrument of crisis prevention by creating
further incentives for members to adopt strong policies
and adhere to internationally accepted standards; by
encouraging the constructive involvement of the private
sector, thereby reducing the risks of contagion; and by
signaling the IMF’s willingness to provide its financing to
the member should it be struck by contagion.

The CCL provides short-term financing—if the
need arises—to help members overcome the excep-
tional balance of payments financing needs that can
arise from a sudden and disruptive loss of market con-
fidence due to contagion—that is, circumstances that
are largely beyond the member’s control and stem pri-
marily from adverse developments in international
capital markets consequent upon developments in
other countries. It takes the form of an addition to the
IMF’s existing decision on the Supplemental Reserve
Facility (SRF), established in December 1997. A key dif-
ference is that the SRF is for use by members already in
the throes of a crisis, whereas the CCL is a preventive
measure intended solely for members that are con-
cerned with potential vulnerability to contagion but are
not facing a crisis at the time of commitment.

The IMF has ensured the effective use and safeguard-
ing of IMF resources by establishing the following criteria
for access to the CCL: at the time of Board approval of a
commitment of CCL resources, the member is imple-
menting policies considered unlikely to give rise to a need
to use IMF resources and is not already facing contagion-
related balance of payments difficulties; the member’s
economic performance should have been assessed posi-
tively by the IMF in the last Article IV consultation and
thereafter, including its progress in adhering to relevant
internationally accepted standards; it should have con-
structive relations with private creditors with a view to
facilitating appropriate private sector involvement, as well
as satisfactory management of its external debt and inter-
national reserves; and it should submit a satisfactory eco-
nomic and financial program, including a quantified
framework. When a member requests actual use of CCL
resources, a special “activation” review will be con-
ducted—expeditiously—by the Board. At that review, the

Board will need to ascertain that the member, having suc-
cessfully implemented its program to date, is nevertheless
severely affected by a crisis stemming from contagion and
intends to adjust its policies as needed.

The CCL will not be subject to general access limits,
but commitments under the CCL would be expected to
be in the range of 300 to 500 percent of the member’s
quota in the IME unless otherwise warranted by excep-
tional circumstances and with due regard to the IMF’s
liquidity position.

CCL commitments are to be made for up to one year.
At the time of the special “activation” review, the Board
would decide on the amount to be released immediately
and on the phasing of the balance remaining, and the asso-
ciated conditionality. Countries drawing under the CCL
are expected to repay within one to one and one-half years
of the date of each disbursement (the Board may extend
this repayment period by up to one year). During the first
year following the first drawing of CCL resources, the
member will pay a surcharge of 300 basis points above the
rate of charge on regular IMF drawings. The surcharge
increases by 50 basis points every six months thereafter, up
to a maximum of 500 basis points. ]

The text of Press Release 99/14, the Executive Board decision, and
the summing up by the Board Chairman are available on the
IMF’s website (www.imf.org).

Camdessus to ask for IMF Board support
for Russian economic program

Following is the text, released as News Brief 99/21, of a statement
by IMF Managing Director Michel Camdessus after his meeting
on April 28 with Yuri Maslyukov, First Deputy Prime Minister of
the Russian Federation and leader of the Russian delegation.

I am pleased that we have agreed with the Russian authori-
ties on an economic program for Russia that I hope to be able
to recommend to the Executive Board in support of a new
Stand-By Arrangement as a new step in the cooperation
between the IMF and Russia. There are still a few technical ele-
ments to be settled in the next few days. The program includes
many measures in the fiscal, banking, and structural areas that
the authorities have undertaken to implement, including
through enacting the necessary legislation, as quickly as possi-
ble. The authorities have also agreed to provide me with a full
explanation of the management of the reserves by the central
bank of Russia and the use of disbursements from the IMF
over the last few years. As soon as the measures have been
implemented and I have received the necessary assurances, I
shall ask the Executive Board to consider Russia’s request for a
Stand-By Arrangement of SDR 3.3 billion over 18 months, of
which SDR 2.2 billion would be in the first 12 months.

[ ISURVEY]
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be a new
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Interim Committee press conference

Ciampi, Camdessus discuss progress on
reform issues and HIPC Initiative

Following are edited excerpts from the joint press confer-
ence given by Interim Committee Chairman Carlo
Azeglio Ciampi and IMF Managing Director Michel
Camdessus in Washington on April 27.

Crampr: Today’s meeting of the Interim Committee has
been very productive and the discussion was very lively.
I will limit my remarks to some of the important points
we discussed.

As for the world economic outlook, the evaluation
was that since our October meeting in 1998, the risks of
a global recession have declined. Policy actions under-
taken by both emerging and industrial countries
helped to improve market confidence. The outlook for
world output remains sluggish for 1999, in part because
of the contractionary impulse from the Brazilian crisis.

MH. CIARIF

IMF Managing
Director Camdessus
(left) and Interim
Committee
Chairman Ciampi
answer questions
at the Interim
Committee press
conference.

May 10, 1999
134

The Committee noted that, first, after the deep output
contraction in the Asia-crisis-afflicted economies,
activity has turned around in Korea and is bottoming
out in the other countries; most of the advanced econ-
omies in North America and Europe have proved
resilient to the crisis; the situation has stabilized in
Brazil since early March; and investor sentiment toward
many emerging market economies has improved.
Notwithstanding these positive developments, the
Committee was unanimously of the view that there are
still risks on the downside, and member countries
should continue to focus on policies required to sustain
growth in the short and medium term.

The second item on our agenda was the strengthen-
ing of the international financial architecture. The
Committee welcomed the establishment of the
Contingent Credit Lines (CCL) in the IME. The CCL is
an important defense against financial contagion.
Moreover, it will provide strong incentives for the
adoption of stronger policies and the constructive
development of the private sector. We regard this facil-
ity as a key component of our crisis-prevention strat-

egy. We discussed at length the importance of an early
involvement of the private sector in the prevention and
resolution of a crisis.

We then discussed the institutional reforms of the
Interim Committee itself. We all agreed about the basic
principles for further work, and we asked the Interim
Committee Deputies and the Executive Board to
explore further the scope for institutional changes that
may improve the efficiency of the Interim Committee.
They will report at the next meeting in October.

On international standards and IMF surveillance,
the members welcomed the IMF’s progress in develop-
ing, disseminating, and monitoring the implementa-
tion of internationally recognized standards. I am refer-
ring mainly to the code of monetary and financial poli-
cies and of progress made on transparency issues.

Turning to the Heavily Indebted Poor Countries
(HIPC) Initiative, the Committee agreed to renew
efforts to further reduce the debt of low-income coun-
tries undertaking strong adjustment programs. We
have asked the Executive Board of the IMEF, together
with the Board of the World Bank, to develop specific
proposals to enhance the current framework, which
the Committee will examine at the October meeting.

On postconflict assistance, we welcome the Board’s
decision to identify additional ways to address the
exceptional needs of the poor postconflict countries.

The last, but important, item on our agenda was the

impact of the Kosovo crisis. The Committee endorsed
the need for a rapid, substantial, and coordinated
response by the international community to the eco-
nomic consequences of the Kosovo crisis in order to
alleviate human suffering, limit economic disruption,
and avoid slippage in the reform process under way in
the neighboring countries. These are the main items we
have discussed.
CaMDEsSUS: | have nothing to add at this stage, except
that I am very satisfied to see the change that is going
on in the Interim Committee. The Chairman alluded to
that at the beginning of his statement. The debates have
been much more focused and lively, with many more
spontaneous statements. And here we see clearly the
impact of Chairman Ciampi. This gives a renewed
interest to the debates and certainly will make them
even more fruitful in the future.

QUESTION: Mexican officials were disappointed because
this new contingent credit line is going to support only
countries that are out of any other traditional IMF line,
like the Stand-By Arrangements, because they say that
several countries, like Mexico, have been implementing



very strong economic programs over a long period and
now coming under new rules will not be protected by this
new line. What is your opinion on that and will the IMF
reconsider this point?

CamDESsUS: I am a little bit surprised to hear that
Mexico could feel abandoned by the IMF or not partic-
ularly protected. The IMF is on record and has been
enough criticized for having done for Mexico all that
was necessary when this country was under tremen-
dous shock. Even at a time when the IMF did not have
the Supplemental Reserve Facility, or the CCL, the IMF
did its job. We are working with Mexico to see on what
basis we could provide support this year and next year
for its efforts to consolidate its situation. So far, we have
not talked about a CCL for Mexico—CCL did not
exist—but we have other instruments perfectly adapted
to the situation of Mexico. Provided we agree on what
should be the key elements of the reform effort of
Mexico in the next few months and years, we will cer-
tainly find a way of providing it with the needed sup-
port.

QUESTION: Are all countries invited to apply for the CCL?
CampEssus: The CCL is for all countries that have their
macroeconomic policies, debt management, relation-
ship with the banks, and adherence to the new stan-
dards being created in order. This facility is there to
encourage the entire membership to adapt itself to the
new world and to invite all countries to address their
own vulnerabilities, adhere to their standards, and
establish a mature and constructive relationship with
the banking community. When a country, having per-
formed all this, sees the need to add a public line of
defense to the line of defense it has organized with pri-
vate creditors, then we will be there to negotiate such
an arrangement with it. Nobody is excluded.
Everybody is invited to develop excellence in their
macroeconomic and financial policies and then be eli-
gible for this facility.

QUESTION: Do you agree with Robert Rubin’s statement
that now is the time to start considering a change in IMF
constituencies to give more voice to emerging markets
and, implicitly, presumably to reduce the overrepresenta-
tion of Europe?

CAMDESSUS: We are at this moment launching a major
study, for which we have mobilized world experts, to
see if the formulas on which our quotas are calculated
are still the best possible ones in view of the evolution
of the world economy. This study had been decided
when we agreed in Hong Kong SAR on our last quota
increase. This study will then be seen by the Executive
Board, and if the Executive Board agrees with its results,
then, when we have a new occasion to augment our
quota—or possibly before, but I do not see that as
probable—the countries’ quotas will be calculated

according to the new formulas. We will then see what
are the changes in the ranking of countries. Then, on
the basis of that, we will see if there are objective rea-
sons for changing the composition of the Executive
Board. The Executive Board has changed many times in
the past. It is normal for it to follow as precisely as pos-
sible the evolution of the membership. We will proceed
according to the quota distribution; this will require
time, patience, and a very high spirit of consensus in the
membership.

Crampr: I want to add that the formula of the con-
stituency is valid and important.

CAMDESSUS: A point I have made very strongly.

QUESTION: With regard to the HIPC Initiative and ESAF,
the communiqué reads “It also urged the Executive Board
to adopt as soon as possible the decisions needed to ensure
that the initiatives—meaning ESAF and HIPC—are
fully funded.” Does that include the sale of gold? If so,
what are the amounts being talked about? Also, when do
you hope to reach a decision about the sale of IMF gold?
CaMpEssus: This will certainly entail some sales of gold.
The Interim Committee meeting today has been par-
ticularly important, as we heard that there is now prac-
tically a unanimous consensus in the Committee for
accepting that, inasmuch as bilateral contributions do
not cover the entire cost for the IMF of the HIPC
Initiative, we should proceed—as we said in 1996—
with the “optimization of our reserve management,”
which was code at that time for mentioning gold sales.

On the amount of gold sales, initially we were con-
sidering the sale of 5 million ounces. Higher numbers
have been suggested by a few members of the Interim
Committee. We will have to see what are the exact
needs and where the consensus lies among the mem-
bers of the Committee. When will this sale start? The
decision will certainly be taken soon, because I have
perceived from the members of the Interim Committee
the wish to reach very soon a finalization of the finan-
cial arrangements for funding HIPC. After that, after
the decision, as you can imagine, we will proceed in an
orderly and prudent ways; it is certainly not our inten-
tion to proceed in such a way that could introduce dis-
orderly developments in the gold market. During the
1970s, we sold three times or more the amount we are
considering today. We did it in a smooth and transpar-
ent way at that time. We intend to proceed similarly this
time.

QUESTION: I get the impression that the discussion on the
internal structure of the Interim Committee and the pro-
posed changes in the Committee has been the most lively,
because your press releases were the shortest on that issue.
Is it a fair summary of these statements to say that basi-
cally all the Europeans were running against what they
perceive as a U.S. dominance of the proceedings and deci-
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sion making of the IMFE and that basically Rubin
said nyet?

CiamPpr: It was a very interesting, lively discussion, and
we agreed on following a pragmatic approach. This was
a common view. The idea is to let the Interim
Committee operate in a more efficient way according to
the present situation and to look at possible institu-
tional changes only to get more efficiency. Of course,
now, we have to go more deeply into this problem,
and it is up to the Executive Board and to meetings of
the deputies to develop further proposals for the next
meeting in September. But our aim is not to change for
the sake of changing; it is to change to get more effi-
ciency in our institutions.

QuEsTION: With regard to the issue of involving the pri-
vate sector in resolving crises, how much disagreement
was there on whether a case-by-case approach should be
adopted versus a more formulaic approach? Also, did any-
one speak up for the poor bondholders, who were so exer-
cised about the prospects that their rights as creditors
might be abridged?
Crampr: This subject was discussed mainly in the meet-
ings of the Executive Board when preparing the new
contingency instrument. Involving the private sector
was seen as being one of the best ways of reducing the
risk of contagion. The press release on the Contingent
Credit Lines is also very clear on this point.
CaMDESsUS: I am afraid
that the characteriza-
tion of two groups of
members of the Interim
Committee—one for ex
ante regulation, and the
other for a case-by-case
approach—suggests a
greater dichotomy than
exists. On certain issues
you have this difference
of underlying philoso-
phy, corresponding, of
course, to something
deeper—the different
legal cultures of the
members of the Interim Committee. But there are very
few issues on which the debate is so sharply contrasted.
What prevails during all these discussions is a high
degree of pragmatism and an effort by all to find the
best way to achieve mature relationships between banks
and their clients—constructive relationships, establish-
ing a continuous dialogue between them, and con-
tributing to a more permanent flow of information, not
limiting the dialogue only to the moment you grant the
loan. On that, everybody agrees.

When there are, from time to time, disagreements is
when we consider the need for changing the instru-

ments. Should we or should we not change the bond
contracts, for instance? Or when, with the view of hav-
ing in extreme situations an orderly workout of difficult
situations, one considers whether it would be a good
idea to give the IMF the ability to declare a stay on pay-
ments to allow for some time—not too long—during
which a consensual solution could be found, avoiding
during this period a flurry of litigation that could lead
to very undesirable solutions and would harm for a
long time the creditworthiness of the country involved.

You talk about the poor bondholders. We have not
discussed the point in detail. My distinct feeling is that
the sanctity of the contracts has been repeated in sev-
eral statements, including the communiqué—but there
is not excessive compassion for bondholders who have
received a very high risk premium of 500, 600, 700 basis
points and then would like to escape the obligation to
participate in a concerted solution of the crisis because
they have a paper that is entitled bond instead of being
credit.

On that issue, there is among the membership a very
strong desire to treat everybody in an evenhanded fash-
ion, to do everything to help the countries, and to cre-
ate incentives for the countries to pay their creditors as
well as possible and to accept for that the needed
adjustments. But if in the short term there is a need for
a reorganization of the debt, everybody considers that
it is just and fair to have all the creditors participate,
except when they have a particularly privileged status.

QUESTION: Mr. Camdessus has pointed out that all 182
IMF members can be eligible for the CCL. However, the
governor of Mexico’s central bank, Guillermo Ortiz, com-
mented that there was unnecessary rigidity on the part of
the IMF’s Executive Board. Mexico was not eligible, and
he said he would ask the Board to review the case, because
it is a question of the quota, in terms of the liquidity,
rather than the contingency, in terms of our resources. I
would like you to comment on this point, please.

CAMDESSUS: I am not surprised that the president of the
central bank calls the rules of the IMF somewhat rigid.
These rules apply to all, and must be clear. I do not see
rigidity, but the existence of rules that apply to all as
being very necessary. Mexico will benefit from the exis-
tence of this facility in at least two ways: first, because I
have no doubt that your country and, in particular,
your monetary authorities, will see the considerable
interest in adopting the behavior, the approach, of the
rules for debt management, in abiding by the codes of
good conduct and considering the methods of rehabil-
itating the financial system that this facility suggests
and makes necessary. So, even though Mexico may not
be able immediately to benefit from the contingency
credit line, it would benefit from the fact that the poli-
cies that it generates will be good for it. Second, it
would benefit from the fact that all Mexico’s neighbor-



ing countries, the other emerging countries, will hope-
tully enter into similar approaches and policies to adapt
in the international context. These will make these
crises and threats that might harm Mexico from the
outside less frequent. Mexicans, thus, will be able to
applaud this new facility and these rules, and will be
able to count on the IMF to apply them with all objec-
tivity.

QuEsTION: U.S. Treasury Secretary Robert Rubin men-
tioned the reflationary pressure on Japan and the impor-
tance of taking necessary monetary policy. Could you
comment on that point, and is that almost the consensus
in the Interim Committee?

CaMDESsUs: The communiqué has language regarding
the concerns of the Interim Committee in view of the
remaining weakness in Japan and the uncertainty pre-
vailing on the prospects for an early recovery. The lan-
guage in the communiqué recognizes the important
policy initiatives in Japan aimed at stimulating domes-
tic demand, easing financial sector strains, but stress-
ing also the importance of Japan implementing the
stimulus measures it has taken, using all available tools.
This language has been unanimously supported,
including of course by the Japanese delegation. This is
what the Japanese government wants to do, and it
enjoys the support of the entire international commu-
nity for that. [ |
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Interim Committee communiqué

Ministers agree on key aspects of strengthened
international financial architecture

Following is the text of the communiqué issued after the
April 27 meeting of the Interim Commiittee of the Board
of Governors of the IMF. The text of the communiqué is
also available on the IMF’s website (www.imf.org).

The Interim Committee held its fifty-second meet-
ing in Washington on April 27, 1999, under the chair-
manship of Carlo Azeglio Ciampi, Minister of the
Treasury of Italy.

Developments in the world economy

The Committee was encouraged by a number of policy
actions and developments since its October 1998 meeting
that have helped to improve market confidence and reduce
the risks of a global recession. Nonetheless, the outlook is
for world output growth to remain sluggish in 1999, while
a moderate recovery is foreseen for 2000. Serious chal-
lenges remain that will take some time to resolve.

Among the positive developments, the Committee
noted:

+ Activity in most of the Asian crisis economies
seems to be turning toward recovery. Continued
progress with structural reforms will help to restore
and maintain economic dynamism in the longer run.

+ In Brazil, the situation has stabilized since early
March. Spillovers to financial markets elsewhere in the
region have generally been moderate, reflecting in part
the past decade’s efforts to strengthen fiscal positions
and to build sound financial systems.

¢ The U.S. and Canadian economies have continued
to grow remarkably strongly, while inflation has
remained subdued.

« Investor sentiment toward emerging markets has
broadly improved since the beginning of the year. In
mature financial markets, sentiment has improved
markedly since last October, as concerns about the risk
of a liquidity shortage have subsided.

Notwithstanding these positive developments, there
have also been some concerns. The crisis in Brazil, although
it has abated since early March, has imparted a contrac-
tionary impulse to other Latin American countries and to
the world economy. In Japan, despite some improvement,
short-term prospects remain uncertain, and growth in
much of Europe has further slowed below potential. In
Russia, economic activity has been recovering from the low
point in September, monthly inflation has decreased, but
the fiscal and debt imbalances remain unsustainable.
Commodity-exporting countries—many of which have
incurred steep losses in export revenues since the start of
the Asian crisis—face significant adjustment challenges.

The Committee considered the policies that would be
required to address the downside risks to growth and other

policy challenges—in particular, the continuing uneven
pattern of growth among the United States, the euro area,
and Japan, which has contributed to a marked widening of
global trade imbalances. Priority should be given to an
appropriate mix of macroeconomic and structural mea-
sures aimed at generating early, vigorous, and sustained
recoveries in the crisis-afflicted emerging market coun-
tries; to policies of financial restructuring and domestic-
demand-led growth in Japan; and to policies for support-
ing domestic demand in Europe. In this connection, the
Committee recognized the important policy initiatives in
Japan aimed at stimulating domestic demand and easing
financial sector strains, but stressed the importance of
Japan implementing stimulus measures until growth is
restored, using all available tools. The Committee wel-
comed the recent interest rate reduction by the European
Central Bank. The Committee emphasized the impor-
tance of open and competitive markets as a key compo-
nent of efforts to sustain growth and stability in the global
economy. It encouraged further trade liberalization,
including market access for developing country exports,
and looked forward to the launch of a new round of trade
negotiations at the World Trade Organization (WTO) in
November with a balanced agenda that addresses the con-
cerns of all WTO member countries.

The Committee welcomed the start of European
Economic and Monetary Union, which should con-
tribute to financial stability and sustainable growth in
the euro area and globally. Members of the euro area
need to attack the root causes of high unemployment.
An appropriate policy mix to support stronger domes-
tic demand, accompanied by structural reforms in
labor, capital, and product markets, is essential to
enhancing growth and employment prospects, espe-
cially in the medium term, in order for the euro area to
be a major source of growth in the world economy.

Policy response in recent crises

The Committee endorsed the broad strategy adopted, and
noted the lessons learned, by the international commu-
nity in dealing with the Asian financial crisis. It pointed to
the progress made by Korea, Indonesia, the Philippines,
and Thailand under IMF-supported programs, which
had been responsive to evolving circumstances—includ-
ing through the strengthening of social safety nets—and
had benefited from the support of the international com-
munity. While noting that the worst of the crisis was over,
the Committee stressed that serious challenges remain
ahead and thus urged the countries affected to persevere
with the needed reforms and so lay the basis for a resump-
tion of sustainable and high-quality growth.



Drawing lessons from the crisis, the Committee
emphasized, in particular, the need to address in a
timely way the sources of economic vulnerabilities, such
as inappropriate policy mixes, leading in particular to
significant exchange rate misalignments; excessive debt
accumulation; imprudent debt-management policies;
financial sector fragility, particularly in a situation of
weak financial supervision and regulation; limitations
in information available to markets; weaknesses in cor-
porate structures; inappropriate sequencing of capital
account liberalization; and deficient risk management
by creditors. It also emphasized the critical importance
of strong national ownership of programs.

On Brazil, where public sector imbalances have been
at the root of the crisis, the Committee expressed sup-
port for the authorities’ revised economic program and
emphasized the importance of its full implementation
as well as the continued support of the private financial
community for Brazil.

In reviewing prospects for Russia, the Committee
stressed that, despite recent improvements, vigorous
action is needed to tackle the root causes of the crisis,
especially persistent fiscal imbalances, structural rigidi-
ties, and financial sector weaknesses.

Regarding exchange rate regimes, the Committee
noted that desirable arrangements may vary across
countries and that any regime must be supported by
disciplined policies and robust financial systems.
Recent crises have demonstrated that the policy
requirements of maintaining a pegged rate are
demanding, in particular, in an environment of
increased mobility of international capital. However, at
the same time, the Committee observed that a number
of economies with fixed exchange rate arrangements,
including under currency boards, had been successful
in maintaining exchange rate parities. It requested the
Executive Board to consider further the issue of appro-
priate exchange rate arrangements, including in the
context of large-scale official financing.

Building upon the useful review by the Executive
Board of IMF-supported programs in the Asian finan-
cial crisis, the Committee requested the Executive
Board to discuss ways to further improve IMF surveil-
lance and programs so that they better reflect the
changes in the world economy, in particular, potentially
abrupt large-scale cross-border capital movements.

Strengthening the architecture of the
international monetary system

The Committee noted that broad agreement had been
reached on key aspects of a strengthened architecture
and welcomed the actions by the IMF in a number of
important areas. Nevertheless, it remains to develop
some issues further and to implement several of the pro-
posals that have been put forward. The international
financial system needs to be strengthened to reduce the

risks posed by weaknesses in policy and by the volatility
of capital flows and also to facilitate access to capital mar-
kets by the many countries that have not yet benefited
from globalization. With that in mind, the Committee
considered several of the interrelated elements of the
reform agenda and called on the private sector, and
national authorities, as well as the IMF and other institu-
tions and forums to carry forward this work in the
months ahead. The Committee requested the Executive
Board to consider further the systemic aspects of pre-
vention. It recognized the central importance of IMF
surveillance in carrying forward this reform agenda.

Forestalling and resolving financial crises. The
Committee emphasized that prevention of crises
remains the key. It endorsed the Executive Board’s deci-
sion to establish contingent credit lines in the IME This
new instrument is an important component of the
ongoing effort to strengthen the architecture of the inter-
national monetary system.
The new contingent credit
lines will help countries
pursuing sound and sus-
tainable policies to main-
tain stability, even in the
face of deteriorating global
financial conditions. This
facility will provide an
important instrument of
crisis prevention, by creat-
ing further incentives for
countries to adopt strong
policies, notably debt management and sustainable
exchange rate policies; to adhere to internationally
accepted standards; and to involve the private sector in a
constructive manner—thereby containing the risks of
financial market contagion, while taking into account
the potential impact on the IMF’s liquidity.

Further work is needed on crisis prevention, in par-
ticular, in conjunction with the private sector:
improved risk assessment and its reflection in pricing;
better data, including on private sector capital flows;
strengthened monitoring of capital flows, in particular,
short-term flows; more information about countries’
policies and the IMF’s assessment of these policies;
adherence to internationally recognized standards;
stronger financial systems; and improved regulatory
oversight of highly leveraged institutions, including
hedge funds, and of offshore banking centers.

The Committee endorsed the IMF’s intention to
intensify its work with member governments to put in
place as soon as possible mechanisms that could facili-
tate the avoidance or orderly resolution of crises:

+ adhere to sound principles of debt management,
avoid excessive accumulation of short-term debt, and,
more generally, maintain an appropriate structure of
liabilities;
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+ establish systems for high-frequency monitoring
of private external liabilities;

+ maintain effective communication with private
capital markets;

+ maintain adequate foreign exchange liquidity,
including by considering the establishment of contin-
gent credit lines, call options, or similar arrangements
with private creditors;

« support proposals that seek to eliminate the pres-
ent regulatory bias in favor of short-term interbank
credit lines; and

* identify other arrangements that could better
assure continuing private financing in times of poten-
tial stress.

The Committee also noted that, in future interna-
tional bond issues, sovereigns should consider the inclu-
sion of provisions that would facilitate orderly resolution
of debt crises. The Committee invited the Board and
other relevant forums to explore appropriate ways to
introduce collective action clauses in sovereign bond
issues.

The Committee also encouraged further considera-
tion of the appropriate response in cases of severe li-
quidity crises and stressed the importance of seeking
appropriate involvement of the private sector in a
cooperative way. The Committee reaffirmed the gen-
eral principle that borrowers should honor their debts.
It noted the IMF’s preparedness, under appropriate
conditions and in extreme situations, to lend in the
presence of arrears to private creditors, thus allowing
the IMF to promote effective balance of payments
adjustment during possibly protracted negotiations
with creditors. The Committee asked the Executive
Board to continue its work on all these issues and to
report to the Interim Committee, including on ways to
assure more orderly debt workouts.

Institutional reform and strengthening and/or trans-
forming the Interim Committee. The Committee
agreed that the IMF should remain at the center of the
international monetary system, while improving in a
pragmatic manner the modus operandi of its institu-
tional components and cooperation with other institu-
tions and forums.

The Committee asked its deputies and the Executive
Board to explore further the scope for institutional
improvements, including of the Interim Committee, and
to report at the next meeting of the Interim Committee.

Capital movements. The Committee encouraged the
IMF to continue its work on the appropriate pace and
sequencing of capital account opening and, in particular,
to further refine its analysis of the experience of countries
with the use of capital controls and to explore further
issues related to the IMF’s role in an orderly and well-
supported approach to capital account liberalization.

The Committee reiterated the importance of timely
and comprehensive data on capital flows for effective

IMF surveillance of this area. It welcomed the agree-
ment to improve data on short-term liabilities of the
official sector in the context of strengthening the
Special Data Dissemination Standard (SDDS) as an
important first step and the arrangements to facilitate
access to creditor-side external debt data prepared by
the IME the World Bank, the Bank for International
Settlements, and the Organization for Economic
Cooperation and Development. The Committee urged
moving forward expeditiously with the efforts under
way to improve data on capital flows.

International standards and IMF surveillance. The
Committee welcomed the IMF’s progress in develop-
ing, disseminating, and monitoring the implementa-
tion of internationally recognized standards, given the
contribution that the observance of standards will
make to strengthening the international financial sys-
tem. In particular, the Committee welcomed

+ the strengthening of the SDDS, notably by adopting
a comprehensive template for the dissemination of data
on international reserves and related liabilities. The
Committee strongly encouraged members that have not
subscribed to do so. It also called for increased efforts at
participation in the General Data Dissemination System.
The Committee called on all subscribers to the SDDS to
begin disseminating data according to the reserves tem-
plate and encouraged completion of the work on transi-
tion plans for external debt data and indicators of finan-
cial sector soundness.

+ the completion of the manual on fiscal trans-
parency to assist members in implementing the Code
of Good Practices on Fiscal Transparency. The
Committee encouraged all members to work toward
improving fiscal transparency in line with the code.

+ the progress achieved in developing a draft code of
good practices on transparency in monetary and finan-
cial policies and the broad collaborative effort to this
end by the IMF and other international agencies and
bodies. The Committee encouraged the Board to com-
plete its work on the development of the code as soon
as possible, and not later than the Annual Meetings,
and to proceed promptly in preparing, in cooperation
with appropriate institutions, a supporting document
to the code.

The Committee also took note of the progress made
in developing other standards relevant for the
functioning of the international financial system
(accounting, auditing, banking supervision, bank-
ruptcy, corporate governance, insurance and securities
market regulations, payment systems, and so on). It
encouraged standard-setting bodies and organizations
to continue their efforts to develop comprehensive
standards. The Committee welcomed the IMF’s work
in the area of insolvency laws. It called on the IMF to
continue its collaboration with the World Bank, the
United Nations Commission on International Trade



Law, and other relevant institutions in promoting effec-
tive insolvency systems. While noting their voluntary
nature, the Committee also encouraged countries to
adopt the new standards as they are being developed.
In the context of IMF surveillance, the Committee
encouraged the IMF to develop the process to encompass
the standards and codes relevant to international financial
stability. It welcomed the IMF’s use of experimental case
studies in the preparation of transparency reports and the
planned financial system stability assessments, in order to
better identify and address the practical issues that need to
be considered. The Committee encouraged the broaden-
ing of the experiment to a large group of countries and to
take stock of these experiences to improve work in this
field and also encouraged the IMF to use transparency
reports on a trial basis as a part of its surveillance.
Transparency: recent progress and perspectives. The
Committee underscored the importance of greatly

increased transparency—of national government poli-
cies, of private sector reporting, and of international
financial institutions, including the IME It welcomed
the progress that had been made by the IMF in fur-
thering transparency in members’ economic policies
and its own operations, including

« greater use of Public Information Notices (PINs)
for IMF policy discussions;

+ a presumption toward release of Letters of
Intent/Memoranda of Economic and Financial Policies
and Policy Framework Papers underpinning IMF-
supported programs;

+ the issuance of a Chairman’s statement capturing the
key points of the Executive Board discussion following
Board approval or review of members’ arrangements;

« the liberalization of access to the IMF’s archives; and

+ a pilot project for voluntary public release of
Article IV staff reports.
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The Committee requested the Executive Board to
continue work on furthering transparency and urged
more countries to participate in the pilot project to
ensure its success. The Committee underscored that
efforts on transparency should not undermine the role of
the IMF as confidential advisor to members. It reaf-
firmed the importance of strengthening the IMF’s con-
tribution to transparency by more public information
on, and evaluations of, the IMF’s operations and policies.

HIPC Initiative and ESAF
The Committee noted that the
time had come to give new impe-
tus to efforts to further reduce the
debt of low-income countries
undertaking strong adjustment
programs. The Committee wel-
comed the further review of the
HIPC (Heavily Indebted Poor
Countries) Initiative and encour-
aged the Executive Board of the
IMF—together with the Board of
the World Bank—to develop more specific proposals to
strengthen the current framework so as to enhance debt
relief to countries in need in a way that strengthens incen-
tives for the adoption of strong programs of adjustment,
reform, and good governance. This relief should provide a
clear exit from unsustainable debt burdens. In this context,
the Committee recognized the need for appropriate burden
sharing among creditors. The Committee looked forward
to a report at its next meeting on ways to enhance the link
between HIPC Initiative assistance and poverty reduction.

In light of the increased costs associated with the pro-
posed modifications to the HIPC Initiative, and since
contributions remain significantly below the financing
needs of the interim ESAF [Enhanced Structural
Adjustment Facility] and HIPC Initiative, the
Committee stressed the need to redouble efforts to
secure the full financing of these initiatives. It also urged
the Executive Board to adopt as soon as possible the
decisions needed to ensure that the initiatives are fully
funded. The Committee welcomed the substantial
progress that has been made in securing additional loan
resources for the current ESAE. Members were encour-
aged to come forward as soon as possible with the
resources required to support ESAF operations until the
start of the interim ESAF in 2001.

IMF assistance to postconflict countries

The Committee welcomed the measures agreed by the
Executive Board to enhance IMF assistance to postcon-
flict countries, including improving the terms of emer-
gency postconflict assistance and providing higher access
over a longer period in appropriate circumstances. It also
welcomed the Executive Board’s preparedness to con-
sider, for those postconflict countries with arrears to the

IME, on a case-by-case basis, relaxing the requirement for
payments to the IMF as a test of cooperation, provided
the member is cooperating on policies and that other
multilateral institutions take at least comparable action.
The Committee noted that the debt burden of the heav-
ily indebted poor postconflict countries would eventually
need to be addressed under the HIPC Initiative. The
Committee asked the Executive Board to consider further
steps in cooperation with the World Bank.

Regional economic impact of Kosovo crisis
The Committee endorsed the need for a rapid, substan-
tial, and coordinated response by the international com-
munity to the economic consequences of the Kosovo
crisis. Such a response is urgently needed to ensure that
sufficient aid is provided to alleviate the suffering of the
refugees from Kosovo and to ensure that countries in
the vicinity of the crisis have access to external financing
to support their efforts toward macroeconomic stability
and structural reform. The Committee stressed that it
would be highly regrettable if the considerable progress
being made by the affected countries in reforming their
economies was set back because of a lack of external
financing, on appropriate terms, to meet these increased
needs. It emphasized that all humanitarian relief costs
should be financed by external aid and grants. Other
external financing needs arising as a direct consequence
of the crisis should be met from both bilateral and mul-
tilateral sources. The international financial institutions
should play an important role in this effort. External
financing of balance of payments and budget costs in
affected countries that are ESAF-eligible should also be
provided on highly concessional terms, and the
Committee looked forward to the ongoing discussions
of the affected countries’ external debt positions in the
framework of the Paris Club. The Committee asked the
IMF and the Bank staffs to continue their work in coor-
dinating the international response to the economic
impact of the crisis in close cooperation with other
interested agencies and donors.

Quotas, NAB, and Fourth Amendment of
the Articles
The Committee welcomed the coming into effect of the
New Arrangements to Borrow (NAB) and the increase in
quotas approved under the Eleventh General Review,
which will provide the IMF with the financial resources
that will enable it to carry out its mandate at the center
of the international monetary system. The Committee
noted the relatively slow progress in members’ accep-
tance of the Fourth Amendment of the Articles, allowing
for the special onetime allocation of SDRs. The
Committee called on members that have not done so to
complete the necessary procedures promptly.

The next meeting of the Interim Committee will be
held in Washington on September 26, 1999. [ |



Statement to Board

Camdessus reports on progress in strengthening
international financial architecture

Following is the text of IMF Managing Director Michel
Camdessus’s statement to the IMF Executive Board on
April 16. The full text is also available on the IMF’s web-
site (www.imf.org).

My report contains a comprehensive survey of the
progress in strengthening the international financial
system. I would like to suggest some priorities for the
period ahead. Some can be implemented by the Board,
some by national authorities, and some by the broader
international community.

Substantial progress has been made in containing
and resolving the crises that unfolded over the past two
years; also, the international community, acting in a
variety of forums, has forged a consensus on the impor-
tant lessons from this experience. On a number of
issues, those lessons have led to action:

+ In the areas of transparency, standards, and IMF sur-
veillance, much has already been accomplished. The
Special Data Dissemination Standard (SDDS) has been
strengthened, the Code of Good Practices on Fiscal
Transparency has been adopted, and other codes and stan-
dards substantially agreed, while information about the
IMF and countries’ policies has been greatly expanded.

* On financial sector strengthening, the process of
IME-Bank collaboration has been enhanced, the Basle
Core Principles are being used actively to assess bank-
ing systems, and numerous recommendations for bet-
ter supervision have been made.

* On private sector involvement in forestalling and
resolving crises, much experience has been gained in
effectively involving the private sector in a number of
country cases and in better identifying the sources of
risk in country exposure and the key aspects of preven-
tive and ex ante measures to be followed up. IMF sur-
veillance is being strengthened in these areas both glob-
ally and in the context of individual country activities.

On other issues, general conclusions have been
drawn but remain to be translated into specific reforms.
It also remains to ensure that a problem we were
wrestling with before this crisis—namely, the successful
integration of a larger number of developing countries
into the global financial system—be pursued with
vigor. This will require successful application of the
lessons from the crisis as well as action to improve the
policy performance of these countries and to remove,
where needed, the overhang of debt that impedes better
integration and inhibits growth.

In determining the priorities for follow-up action, I
suggest that we have in mind

+ the need to involve the private sector more effec-
tively and more imaginatively in efforts to forestall and

resolve financial crises and in ini-
tiatives to increase transparency
and promulgate the use of inter-
nationally accepted standards;

+ the need to maintain the
momentum of initiatives in the
areas of standard setting and
monitoring, including the role of
IMF surveillance in fostering this
process;

* the opportunities presented
by new arrangements in interna-
tional cooperation—including
the Financial Stability Forum—to catalyze proposals
that have been endorsed, but not acted upon, and to
better define and deal with the gaps remaining in the
system;

+ the need to consider further some of the systemic
implications of the recent crises, such as the appropri-
ate exchange rate arrangements;

+ the imperative of correcting unstable and unsus-
tainable debt structures of the poorer countries, includ-
ing through further strengthening the HIPC [Heavily
Indebted Poor Countries] Initiative and funding the
ESAF [Enhanced Structural Adjustment Facility];

+ the need to adapt the global institutions to the new
challenges posed by globalization. This includes the
need to revisit the governing structure of the IMF to
ensure a comprehensive approach to the problems we
face and strong support and a closer involvement of
national authorities.

I would propose that attention during the upcoming
meetings and over the months ahead be concentrated
on the following actions.

Transparency, standards, and
IMF surveillance

+ National authorities should indicate their willing-
ness to participate in the pilot program for release of
Article IV staff reports.

+ Countries should move toward observing the vol-
untary standards developed in the IMF’s core areas:
existing subscribers need to adhere to the initial SDDS
as soon as possible and to implement the strengthened
standard on reserves; and countries should implement
the Code of Good Practices on Fiscal Transparency,
and, once finalized, adopt the code of good practices on
transparency in monetary and financial policies.

» The Executive Board should consider, in the con-
text of further pilot studies, whether the IMF should
produce transparency reports and, in that context,
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address the optimum combination of self-assessment
and IMF assessment; the monitoring of standards
beyond the IMF’s core areas; and the ways in which to
bring other standard-setting bodies or other institu-
tions, including the World Bank, into the process.

+ National authorities and international institutions
should encourage the development, adoption, and
implementation of relevant internationally recognized
standards applied at the level of the private sector (for
example, standards on accounting, auditing, and cor-
porate governance) as well as the promotion and
implementation of others, including core labor
standards.

Strengthening financial systems

+ The IMF and the Bank should press ahead with
joint financial sector assessments.

+ National authorities should intensify their assess-
ments of financial systems, helped by the IMF and oth-
ers, and align national practices with international
principles, including with the Basle Core Principles.

+ Examine, in the appropriate forums, possible
sources of vulnerability that might arise from the insur-

IMF and African Development Bank to

establish Joint Africa Institute

In Washington on April 25, the IMF and the African
Development Bank (AfDB) signed a Memorandum of
Understanding to establish a Joint Africa Institute, in which the
World Bank will also be a partner. The memorandum was
signed by the World Bank and the AfDB on April 26. Following
is the text of News Brief 99/19, dated April 25.

The Joint Africa Institute, located at AfDB’s headquarters
in Abidjan, Cote d’Ivoire, is being established to provide
training in economic policy and management to government
officials and other participants from Africa. The Joint Africa
Institute is part of the IMF’s new strategy to increase training
opportunities for member country officials in their own
countries or regions. By creating regional institutes world-
wide, the IMF is seeking to establish long-term training part-
nerships with its member countries.

The courses to be offered by the Joint Africa Institute will
focus on macroeconomic management and policies and on
structural, social, and project-related issues, such as gover-
nance, poverty alleviation, gender, growth, and the environ-
ment. The Joint Africa Institute will also organize seminars on
topical development issues, using the most modern distance
learning facilities as an integral part of its training activities.
The Joint Africa Institute will be operational later this year.

IMF Managing Director Michel Camdessus welcomed the
establishment of the Joint Africa Institute: “The new institute
will make an important contribution to meeting the critical
training needs of Africa. It will contribute to building up the
institutional capacity of national governments to better man-
age their economies and to take upon themselves the further
training of their economic and financial managers,” he said.

ance sector and from the activities of offshore centers,
as well as highly leveraged institutions.

+ Develop proposals for the disclosure of private sec-
tor information, building on the output of various
working groups based in Basle.

Capital account issues

+ The membership needs to adopt the appropriate
amendment of the Articles of the IMF to promote lib-
eralization of capital movements.

« Differences of view remain on the use and effec-
tiveness of capital controls in different circumstances.
In light of the Interim Committee’s discussion, the
Executive Board should move to draw conclusions,
based on further country cases, on the use and effec-
tiveness of specific controls and on the best way for the
IMF to assist countries in their efforts to liberalize cap-
ital movements, as well as on the possible gradual
acceptance of liberalization obligations.

Involving the private sector in forestalling
and resolving crises

+ Introduce new clauses in international bond con-
tracts. While there is a general consensus on their desir-
ability, what is needed now is that workable models be
adopted by the relevant international bodies and by
national authorities and be implemented.

+ Revise the Basle capital standards by reducing the
bias toward short-term interbank lending.

+ Intensify national authorities’ efforts at crisis pre-
vention, including through maintaining an appropriate
debt structure. Establish or strengthen high-frequency
monitoring systems and intensify surveillance over
debt structures and financial derivatives, with IMF
assistance.

+ Explore possibilities for private contingent credit
lines or other instruments to provide additional liquid-
ity or reduce debt-service burdens in periods of severe
payments difficulties.

+ Explore possibilities for establishing effective com-
munication between private capital markets and the
international financial institutions, as well as between
borrowing countries and creditors.

+ Explore further the processes that could assist with
orderly workouts, including a possible role of
Article VIII Section 2(b).

Systemic issues

+ The Executive Board should continue to examine
the implications of recent crises for the appropriate
exchange rate regimes for both industrial and develop-
ing countries.

+ The Executive Board should finalize the modalities
of an IMF-financed contingent credit line.

+ We all need to work to secure full financing for the
ESAF and the IMF’s participation in the HIPC Initiative.



Press briefing

Boorman discusses IMF’s transparency initiatives,
explains rationale for Contingent Credit Lines

““What we are seeing...is architecture in action,” said
Jack Boorman, Director of the IMFs Policy
Development and Review Department. Speaking at an
April 26 press conference, Boorman described steps the
IMF had taken recently on issues of financial architec-
ture—the IMF’s and member countries’ relations with
the private sector, transparency of their operations and
policies, and data and policy standards that countries
should meet. He explained that these steps were part of
the IMF’s ongoing efforts to strengthen the interna-
tional financial system to prevent crises similar to the
ones that had struck various economies around the
globe in the 1990s. Two weeks earlier, the IMF had
released a staff study that addressed the first of these
issues—specifically, how to involve the private sector in
preventing and resolving financial crises (see IMF
Survey, April 26, page 113).

Transparency and standards

In his opening statement, Boorman outlined a series of
measures recently adopted by the IMF Executive Board
to enhance the transparency of both IMF operations
and members’ economic policies.

+ The IMF would continue to release Public
Information Notices reflecting the Executive Board’s dis-
cussion in concluding an Article IV consultation, a prac-
tice begun in May 1997.

+ It would encourage members to participate in a
pilot project to voluntarily release the staff reports that
serve as background to the Article IV consultation dis-
cussions in the Board.

+ Countries that agree to make their staff reports
available to the public could release a statement in
response to the Board discussion.

+ Countries would be expected to release to the pub-
lic documents related to their use of IMF resources.

+ The Board would continue to release a second cat-
egory of Public Information Notices—those covering
policy issues (see IMF Survey, April 5, page 107).

The IMF has been asked to prepare transparency
reports for member countries, a task that goes well
beyond the work of the IMF, but is consistent with the
institution’s responsibilities, Boorman said. To evaluate
transparency, he suggested that it would be necessary to
assess how well countries meet different standards,
including the IMF’s Special Data Dissemination
Standard, the Code of Good Practices on Fiscal
Transparency, a code being developed on monetary and
financial policies, and the Core Principles on Banking
Supervision developed by the Basle Committee on
Banking Supervision. Other possible standards that

could be assessed are accounting standards, auditing
standards, corporate governance, and bankruptcy. The
institution’s work to date, and different approaches
adopted, appears in a staff report released at
this press briefing—Experimental Case
Studies on Transparency Practices, which
contains case studies for Argentina,
Australia, and the United Kingdom—as well
as a progress report on developing interna-
tional standards (both documents are avail-
able on the IMF’s website—www.imf.org).

Preparation of transparency reports is
still in the experimental stage, Boorman
said, as evidenced by differences in the
approach and degree of coverage of the
three case studies. The Australian exercise,
for example, was initiated by the authorities
on the basis of a self-assessment. It is quite
comprehensive, covering the extent of the
country’s adherence to a wide range of stan-
dards. In contrast, the exercises for Argentina and the
United Kingdom were prepared by the IMF staff on the
basis of information provided by the authorities.

The IMF is inviting public comment on the structure
and content of the reports and on their value to market
participants. One problem with the process is that
many of the existing standards are set by institutions
that are not involved in monitoring and assessing them.
Thus, Boorman noted, “we are going to have to work
with the standard-setting bodies themselves...to be able
to see how best to proceed in this area.”

New way of operating

In Boorman’s words, all these different elements of archi-
tecture come together, in some sense, in the Contingent
Credit Lines (CCL), approved by the IMF on April 25
(see page 133). The CCL, he noted, represents a funda-
mental change in the way the IMF operates.

In the wake of the global financial crises, the IMF
revived an idea that it first discussed in 1994—that of
making a short-term line of credit available to member
countries. The initial discussion, Boorman explained,
was derailed by an inability to answer the various ques-
tions that had to be addressed before such a facility could
be created. Recent events had made it possible to answer
those questions. “We have seen the crises and we have
seen contagion,” Boorman said. “We understand it bet-
ter; we understand the threat of it better” He emphasized
that there was a desire to protect member countries from
contagion, “which hits them not because of actions or
policies of their own doing, but because of pressure that
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develops in capital markets in other countries or because
of developments in other parts of the world.”

Eligibility criteria

To be eligible to use the Contingent Credit Lines, a mem-
ber must meet certain criteria, Boorman explained. First,
it must demonstrate that it is implementing solid policies
and that it is not already facing balance of payments dif-
ficulties spawned by contagion. Second, it must have
received a positive assessment of its economic perfor-
mance in its last Article IV consultation and thereafter
and must demonstrate good progress in adhering to rel-
evant internationally accepted standards. Third, it should
have constructive relations with private creditors. Finally,
it should submit to the IMF a satisfactory economic and
financial program.

Group of Seven

In response to a question, Boorman observed that the
message sent by the CCL is that the IMF is willing to do
business differently than it has in the past. It does not
want countries to wait until they experience difficulties
before they request IMF assistance. At the same time, he
noted, it is “a facility for countries that will not otherwise
be using IMF resources,” in the sense that they do not
have an immediate balance of payments problem.

“In the best of all possible worlds,” he explained, “what
we would hope is that the very existence of the facility, the
commitment from the IMF and what it represents, would
convince the private markets to continue to cooperate
with a country; if that were the result, the country would
not have to use these resources.” The IMF’s approval of a
CCL for a member country would be a signal to markets
of the strength the IMF sees in that country’s policies. M

Finance ministers and central bank governors
review developments, discuss architecture issues

Following is the text of the statement of the Group of
Seven finance ministers and central bank governors,
issued in Washington on April 26.

We, the finance ministers and central bank governors
of the Group of Seven countries, and the president of the
European Central Bank met today with the Managing
Director of the IMF to review recent developments in the
world economy. Ministers and governors also discussed
international financial architecture issues.

Developments in the world economy

We discussed developments in our own economies and
in the rest of the world. In recent months, there have
been improvements in some areas, reflecting both signs
of better performance in some emerging market econ-
omies and the policy response in Group of Seven coun-
tries to the shift in the risks that we called attention to
last year. A number of serious challenges remain, how-
ever, that will take time to resolve.

Open and competitive international trade markets
continue to be an important underpinning for world
growth, prosperity, and stability. We remain committed
to achieving further trade liberalization and market
transparency through the launch of a new round of mul-
tilateral trade negotiations in November that is respon-
sive to the concerns of citizens throughout the world.

Group of Seven economies

We remain committed to a growth strategy based on
strengthening domestic demand that contributes to achiev-
ing more balanced growth among our countries to reduce
external imbalances and continues to support recovery in
emerging market economies. The favorable outlook for
continued price stability in our countries remains.

In view of the challenges facing each of our econ-
omies, we pledge ourselves to continued efforts to work
cooperatively to strengthen conditions for financial sta-
bility and to improve the economic outlook.

+ The United States and Canada have continued to
enjoy strong growth and job creation, and prospects are
favorable for another year of strong economic activity.
In these countries, policies should be directed to sus-
taining growth over the long term.

+ In the United Kingdom, growth and inflation pres-
sures weakened over the course of 1998. Interest rates
have continued to fall. Growth is forecast to be lower this
year than last, before strengthening into 2000. Under
these conditions, economic policies should continue to
aim at fostering noninflationary growth, supported by
continued adherence to the symmetric inflation target.

+ In the euro area, growth prospects have weakened,
although to a differing extent across countries. We



agreed on the importance of pursuing an appropriate
mix of macroeconomic policies and structural measures
aimed at strengthening prospects for improved growth
and higher employment over the medium term.

+ Japan has taken important steps in response to its
economic difficulties. Despite some improvement,
short-term prospects remain uncertain. It is therefore
essential that Japan implement stimulus measures until
growth is restored, using all available tools to support
strong domestic-demand-led growth. It is also recog-
nized that structural measures to enhance the econ-
omy’s efficiency and competitiveness in both financial
and nonfinancial sectors, including by encouraging
banks to dispose more actively of nonperforming
assets, are crucial at this stage.

International monetary system and
exchange rates

We reaffirmed that we will maintain strong coopera-
tion to promote stability of the international monetary
system and exchange rates among major currencies
that are in line with fundamentals.

We discussed developments in our exchange and
financial markets since our last meeting. We reaffirmed
our view on the importance of pursuing policies to
promote sound economic fundamentals and more bal-
anced growth among key economies and thereby help
avoid excess volatility and significant misalignments of
exchange rates of major economies. We will continue to
monitor developments in exchange markets and coop-
erate as appropriate.

Emerging market countries

We discussed financial and economic developments in
emerging markets. We welcome the return of more sta-
ble conditions and early signs of economic growth in
many Asian nations. We support the shift in macroeco-
nomic focus toward fostering economic recovery while
fully implementing reforms in the financial and corpo-
rate sectors to promote a resumption of strong sustain-
able growth. In other regions, notably Latin America,
the outlook for growth has deteriorated since last fall,
while the external financing environment, though
improved in some countries, still presents some diffi-
culties. It is crucial for the countries in the region to
pursue appropriate policies, including institutional,
structural, macroeconomic, and exchange rate policies,
such as by reinforcing existing economic programs, as
the best way to respond to financial market pressure.

Brazil

We welcomed the commitment of the Brazilian authori-
ties to a strengthened economic program, including mea-
sures to control inflation and a strong program of fiscal
adjustment. Recent developments relating to inflation,
the exchange rate, and international capital flows offer

grounds for encouragement. It is essential that Brazil per-
severe with the implementation of its adjustment pro-
gram in order to ensure that the positive momentum
continues and to promote investor confidence. We also
urge the Brazilian authorities to pay due attention to
social needs. We reaffirm our commitment to bilateral
and multilateral support for a strong reform program
and to the importance of a strong involvement of private
sector creditors in restoring financial stability in Brazil.

Russia

We met with representatives of the Russian Federation
to discuss recent developments in Russia. We remain
concerned about the country’s ongoing financial and
macroeconomic instability. Russia’s return to macro-
economic stability and growth is possible only in the
context of a viable fiscal program, significant improve-
ment in government revenues, and progress in institu-
tional and structural reforms. We welcomed the
progress Russia has made in its dialogue with the IMF,
and we urge the Russian authorities to take all necessary
steps to reach agreement on, and effectively implement,
a credible economic program. We reiterated that such
an IMF agreement is a precondition for Paris Club con-
sideration of any rescheduling of Russia’s debt.

Debt of the poorest

We agreed on the need to further implement and develop
the Heavily Indebted Poor Country (HIPC) Initiative to
provide enhanced debt relief, so as to promote the objec-
tive of supporting permanent exit from unsustainable debt
and to support poverty alleviation. We reviewed the pro-
posals made by a number of Group of Seven partners to
improve the HIPC Initiative, with a view to reaching a con-
sensus by the time of the Cologne summit in June. We
agreed that creditors should make greater efforts to reward
reform. We also recognized the need for appropriate bur-
den sharing among creditors. We urged all bilateral credi-
tors to make future official development assistance pri-
marily in the form of grants to HIPCs to ensure they do
not face new debt problems in the future. We reaffirmed
the call at Birmingham [May 15-17, 1998; see IMF Survey,
May 25,1998, page 157] for all eligible countries to embark
on the process as soon as possible, and to take steps to
ensure that all can be in the process by the year 2000.

Strengthening the international financial
and monetary system

We reviewed the ongoing work on strengthening the inter-
national financial architecture as we work toward agree-
ment on further specific proposals that we will present to
the Group of Seven heads of state or government for their
consideration at the Cologne summit in June. Since we last
met in February, there has been significant progress in a
number of areas, including agreement on the IMF’s
Contingent Credit Lines, measures to promote greater
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transparency, codes and standards of best practice, and the
establishment of the Financial Stability Forum.

We will continue to work to ensure implementation
of all the reforms that we agreed in our declaration of
October 30, 1998 [see IMF Survey, November 16, 1998,
page 360]. Our work between now and the Cologne
summit will continue to focus on the scope for strength-
ened prudential regulation and supervision in industrial
countries; further strengthening financial systems in
emerging market economies; sustainable exchange rate
regimes in emerging market economies; crisis preven-
tion and response through, when appropriate, the use of
the IMF’s new Contingent Credit Lines and greater par-
ticipation by the private sector in crisis containment and
resolution; proposals for ways to improve the IMF pro-
grams and procedures in crisis prevention and resolu-
tion, and appropriate institutional reforms, including of
the Interim and Development Committees; and mini-
mizing the human cost of, as well as improving the
social policy response to, financial crisis.

Year 2000 problem

We agreed that governments, central banks, regulatory
bodies, and private sectors need to continue to press
forward with renovating and testing their computer
systems in preparation for the year 2000. Moreover,
with the century date change now less than one year
away, efforts should also be directed toward planning
for any contingencies that may arise. The public and
private sectors are also encouraged to disclose the sta-
tus of their preparations for the year 2000. The minis-
ters and governors requested that each Group of Seven
country prepare a short statement for the economic
summit in June, reporting on the status of renovation,
testing, and contingency arrangements of its critical
sectors.

Anticorruption

We noted with satisfaction the increased attention
being given in key international organizations to gover-
nance and corruption issues. We agree that corruption
is a serious impediment to effective macroeconomic
policy and economic development and growth. We will
strengthen our efforts both through our domestic poli-
cies and through the international financial institu-
tions, the Organization for Economic Cooperation
and Development (OECD), the World Customs
Organization, and the World Trade Organization to
combat corruption, including the financial channels of
bribery, and improve governance.

Financial crime

We remain concerned about the threat that money
laundering and financial crime more broadly pose to
the integrity and stability of global financial systems
and markets. We will ensure that our financial crime

experts stay abreast of and coordinate our ongoing
efforts to fight these problems. In particular, we com-
mend the efforts of the Financial Action Task Force
(FATF) to broaden adherence to the FATF 40
Recommendations, and we urge it to identify countries
or territories, including offshore financial centers as
appropriate, that fail to cooperate in the fight against
money laundering and take action as necessary to rem-
edy these obstacles.

Harmful tax competition and

international tax evasion

We welcome the establishment of the OECD’s forum on
harmful tax competition and the actual start of imple-
menting the guidelines and recommendations adopted
by the OECD with respect to the harmful effects of
unfair tax practices. We strongly endorse the current
work program of the forum, in particular, the efforts to
identify tax havens. We also support the forum’s inten-
tion to engage in a dialogue with jurisdictions identified
through this process. We urge that this work be given a
high priority. We also note the ongoing work to imple-
ment the code of conduct within the European Union.

We welcome the progress made by the OECD’s Fiscal
Committee and the FATF to explore further the links
between tax evasion and avoidance and money laun-
dering and, in particular, to ensure the effective flow of
information to tax authorities without undermining
the effectiveness of anti-money-laundering systems.
We encourage each group to continue working on its
respective responsibilities.

We urge the OECD to continue to address the barri-
ers limiting effective exchange of information between
tax authorities, in particular, those that arise from
excessive bank secrecy rules.

Countries affected by the Kosovo crisis

The brutal violence against the ethnic Albanians of Kosovo
and their expulsion have caused an enormous human
tragedy, an overwhelming flow of refugees, and serious
economic consequences for the neighboring countries.
Bilateral and multilateral donors are responding to the
humanitarian crisis. The international community must
also help the affected countries address the damage done
to their economies and sustain the economic reform
efforts that are vital to their long-term economic
prospects. The international financial institutions (the
IME the World Bank, and the European Bank for
Reconstruction and Development) will play a critical role
in this effort. We call upon the international financial insti-
tutions to develop a comprehensive assessment of the eco-
nomic and financial effects of the conflict, to formulate
strategies for dealing with both the immediate and longer-
term economic challenges facing the countries in this
region, and to participate actively in the common effort to
help these countries as they address these challenges. ™



Group of 10 communiqué

Ministers consider role of private sector in
crisis prevention and resolution

Following is the communiqué of the Group of 10 indus-
trial countries, issued in Washington on April 27. The full
text is also available on the IMF’s website (www.imf.org).

The finance ministers and central bank governors of
the countries of the Group of 10 met in Washington on
April 27. The meeting was chaired by Kaspar Villiger, the
Minister of Finance from Switzerland, on behalf of Bosse
Ringholm, the newly appointed Minister of Finance
from Sweden and current Chairman of the Ministers
and Governors. Ministers and governors took note of
reports from Henk Brouwer, Chairman of the Deputies
of the Group of 10; Michel Camdessus, Managing
Director of the IMF; Lawrence Summers, Chairman of
Working Party 3 of the Organization for Economic
Cooperation and Development; and Andrew Crockett,
General Manager of the Bank for International
Settlements.

Ministers and governors discussed the prevention
and management of international financial crises. They
noted that the changes in the magnitude and nature of
private capital flows to emerging markets over the past
decade have greatly increased the importance of the
private sector in the prevention, containment, and res-
olution of international financial crises. They wel-
comed the positive response of investors and creditors
to recent improvements in policies and performance of
some of the emerging market economies most affected

Development Committee communiqué

by recent turmoil. Ministers and governors agreed on
the principle that debtors should honor their obliga-
tions and contracts. In this context, they discussed a
number of ways for strengthening private sector
involvement, including, for example, broadening and
deepening relations between creditors and debtors;
encouraging the inclusion of rollover options in debt
contracts, the arrangement of contingent lines of
credit, and other forms of market-based insurance,
which might be used in conjunction with official
financing; and modifying the terms of bond contracts
to facilitate cooperative refinancing or restructuring
negotiations during crises.

Ministers and governors considered the issues raised
by complementing private finance and multilateral li-
quidity support during severe financial crises with
financing from bilateral official sources. They noted
that it would remain up to individual governments to
decide in each case whether to provide such bilateral
support. They underscored that bilateral official liquid-
ity support should generally be provided only in excep-
tional circumstances that pose systemic risks and only
in connection with a credible adjustment program sup-
ported by the international financial institutions. If
bilateral official support were found to be necessary, the
funds should be disbursed expeditiously and all bilat-
eral official creditors should be treated equitably. ~ ™

Ministers endorse review of debt-relief initiative,
call for strengthened social policies and institutions

Following is the communiqué of the Development
Committee, released on April 28 in Washington. The full
text is also available on the IMF’s website (www.imf.org).

The fifty-ninth meeting of the Development
Committee was held in Washington on April 28, 1999,
under the chairmanship of Tarrin Nimmanahaeminda,
Minister of Finance of Thailand.

Debt Initiative for Heavily Indebted

Poor Countries (HIPC)

Encouraged by the progress made over the last two and
a half years, ministers expressed their continued strong
support for the initiative and reaffirmed its overarching
objective of poverty reduction. They discussed ways to
strengthen the initiative and welcomed the results of the
extensive external consultation process in this regard.
The Committee endorsed the current review and exam-

[ ISURVEY]

ination of options designed
to enable HIPC Initiative
debt relief to be broader,
deeper, and faster. Ministers
reiterated the importance of
ensuring a clear link between
debt relief and the goals
of sustainable development
and poverty reduction and
looked forward to the results
of ongoing consultations in
this area. From the outset, the underlying reform pro-
grams should have an integral pro-poor growth focus.
Programs for HIPC should fully reflect social concerns
by protecting social expenditures.

Ministers endorsed a set of principles that should be
used in considering changes to the current HIPC
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framework. These guiding principles include recom-
mendations that debt relief should reinforce the wider
tools of the international community to promote sus-
tainable development reduction;
strengthen the incentives for debtor countries to adopt
and implement economic and social reform programs;

and poverty

provide a clear exit from an unsustainable debt bur-
den—taking into account external vulnerabilities of
each eligible country; and be consistent with the need
to preserve the financial integrity of the international
financial institutions. Moreover, any changes should
simplify implementation of the initiative.

Ministers took note of the updated and higher cost
estimates of the current framework, the alternative
costs of potential enhancements to the initiative, and
the importance of early
debt-service reduction.
They emphasized that
the review of options
for change should con-
tinue to be based on
cost estimates provided
by the Bank and the
IMF that take into
account those countries
likely to qualify for relief
and an estimate of total
resources required, as
well as the likely time period of expenditures. The
review would need to be matched by a broad-based
effort to find appropriate and equitable financing solu-
tions. In particular, there is a need for increased bilat-
eral contributions—with fair burden sharing—to the
HIPC Trust Fund to help those multilateral creditors
unable to meet additional costs from their own
resources. In addition, ministers stressed the need to
secure financing for the IMF ESAF-HIPC Trust. While
acknowledging the financial constraints facing multi-
lateral creditors, ministers encouraged them to examine
further the funding they can provide for the HIPC
Initiative. Ministers requested that changes to the HIPC
Initiative framework and financing plans be presented
for their consideration at the Committee’s next meet-
ing, including specific proposals for multilateral insti-
tutions to provide cash-flow relief between the decision
and completion points.

Ministers also welcomed the proposals from bilateral
creditors to consider enhanced debt relief, including
more relief of the eligible HIPCs’ official development
assistance debts. The Committee supported a better
coordinated effort to ensure that new financing to
HIPCs be in the form of grants or on highly conces-
sional terms. Ministers urged an intensification of
efforts on both the aid and trade fronts, emphasizing
that HIPC Initiative debt relief alone would be insuffi-
cient to reach the overarching international develop-

ment goal of halving the proportion of people living in
absolute poverty by 2015.

Assistance to postconflict countries

Ministers noted the progress achieved by the Bank and
the IMF in enhancing their capacity to assist postcon-
flict countries. They welcomed the recent agreement by
the IMF Executive Board to enhance postconflict emer-
gency financial assistance and to take into account, on a
case-by-case basis, the special circumstances of post-
conflict countries with arrears to the IMFE The
Committee also welcomed the Bank’s progress in
designing financial instruments aimed at providing
positive net transfers to postconflict countries imple-
menting policies conducive to stabilization, growth,
and poverty reduction. Ministers stressed the need,
where relevant, to link such efforts to preparing coun-
tries for participation in the HIPC Initiative. They
encouraged the two institutions to continue to work
together and with UN agencies, bilateral partners, and
other institutions to strengthen their assistance to post-
conflict countries and to implement enhanced assis-
tance in individual countries as soon as possible, in the
context of appropriate macroeconomic and structural
policies. They stressed that these initiatives would need
to complement strengthened efforts by the interna-
tional community to assist in the early and orderly
transition from conflict to stabilization and economic
growth. They emphasized the need for demonstrated
commitment to lasting peace by the previously con-
flicting parties to enable donors and creditors to pro-
vide exceptional support.

Bank Group financial capacity

The Committee welcomed the successful conclusion of
the IDA-12 [International Development Association]
replenishment agreement and the MIGA [Multilateral
Investment Guarantee Agency] general capital increase,
which will provide essential resources for two key parts
of the World Bank Group. Ministers also welcomed
the attention being devoted by the Bank’s Executive
Board and management to the financial strength of the
IBRD [International Bank for Reconstruction and
Development] and IFC [International Finance Cor-
poration]. Ministers reaffirmed their strong commit-
ment to preserve the IBRD and IFC’s financial integrity.
They recognized that the institutions must respect
appropriate financial limits in the conduct of their
operations. Ministers accordingly asked that the
Executive Board review IBRD and IFC priorities, par-
ticularly in light of recent global economic and finan-
cial developments, and report back to the Committee at
its next meeting with balanced options for maintaining
and supporting the institutions’” financial capacity to
help them meet the future development needs of bor-
rowing member countries.



Comprehensive development framework
The Committee welcomed the holistic approach to
sustainable development envisaged in the CDF [com-
prehensive development framework]. Ministers
appreciated that the CDF emphasizes the ultimate
importance of country ownership of decision making
as well as partnership and coordination between gov-
ernment, civil society, the private sector, and other
multilateral and bilateral actors in pursuit of poverty
reduction—the Bank’s central goal. They underscored
the importance, within the CDF, of each partner
sharpening its focus. They noted that many govern-
ments had expressed interest in working as partners
with the Bank in helping to develop the CDF
Ministers recognized that the ultimate test of the CDF
would be in its implementation, and they called on
the Executive Board to monitor and evaluate progress
in the pilot country cases as they evolve over the next
18 months.

Multilateral development bank
cooperation

Ministers welcomed the president’s report on strength-
ened World Bank cooperation with regional develop-
ment banks, an important set of development partners.
They underscored the importance of continuing to
strengthen cooperation between the World Bank,
regional development banks, and the IME. Ministers
believe such enhanced collaboration, while respecting
each institution’s unique mandate, can improve lend-
ing efficiency and effectiveness; they urged further con-
crete steps be taken by the multilateral development
banks as, for example, in developing comparable meth-
ods for evaluating development effectiveness and in
establishing best-practice multilateral development
bank procurement rules.

Principles and good practice

in social policy

Ministers noted the important contributions of the
Bank and the IMF in current efforts to strengthen the
architecture of the international financial system
through their participation in the formulation of inter-
national standards, principles, and best practices.
Reflecting on the lessons of the recent financial crisis,
ministers reiterated the importance of concerted action
to help countries bolster their social policies and insti-
tutions. They considered a draft note on principles and
good practice in social policy, prepared at the
Committee’s request by the World Bank in cooperation
with the United Nations and others. Ministers agreed
that further development of these basic social princi-
ples was best pursued within the framework of the
United Nations, as part of the international commu-
nity’s follow-up on the Copenhagen Declaration of the
World Summit for Social Development. Ministers

encouraged the Bank to help countries mobilize the
necessary domestic and external resources to imple-
ment these principles and to share best practice on the
effective use of such resources. Ministers emphasized
the importance of the Bank concentrating on strength-
ening its support for member countries in translating
broad principles into
practical country-specific
based on the
Bank’s extensive opera-

results,

tional role in promoting
broad-based  poverty-
reducing development—
experience of best prac-
tice, that should be an
important part of the
Bank’s contribution to the
United Nations discussion
of  principles.  They
emphasized the importance and urgency of work by
the Bank and the IMF to help countries be better pre-
pared for crisis situations and to ensure that when cri-
sis strikes, the most vulnerable groups are protected
and the process of longer-term development is sus-
tained; ministers asked the World Bank to report back
to the Committee at the Annual Meetings on associated
policies and practices that could support national and
international implementation of these objectives.

Strengthening international forums
Ministers discussed a number of options for strength-
ening the Development and Interim Committees. They
recognized the importance of reaching agreement as
soon as possible and asked the two Executive Boards to
develop proposals for consideration by the Committees
at their next meetings.

Balkan crisis
Ministers were informed of the results of the special
high-level meeting of governments and international
agencies held on April 27. Convened by the World
Bank and the IME, the meeting focused on the eco-
nomic impact of the Kosovo crisis on neighboring
countries in the Balkan region. The Committee wel-
comed the attention being paid to the region’s short-
term financial needs, as well as a medium-term
approach to economic stability in these countries.
They emphasized that conflict and postconflict situa-
tions elsewhere also required a high level of attention
by the international community. Ministers welcomed
the request that the World Bank and the European
Union coordinate these efforts for the Balkan crisis.
Ministers looked forward to being informed of follow-
up actions in due course.

The Committee’s next meeting is scheduled for
September 27, 1999, in Washington, D.C. [ |
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Group of 24 communiqué

Developing country ministers call for comprehensive
reforms of international monetary system

Following is the text of the communiqué issued after the
meeting of the ministers of the Intergovernmental Group
of 24 on International Monetary Affairs in Washington
on April 26. The full text is also available on the IMF’s
website (www.imf.org).

World economy and international
monetary system

The world economic outlook remains uncertain.
Current projections indicate a continuation of weak
economic growth, a slowdown in trade volume expan-
sion, depressed primary commodity prices, and declin-
ing capital inflows to developing countries. It is essen-
tial that additional policy actions be taken now in a pre-
emptive manner to deal effectively with these adverse
trends in the world economy.

Ministers welcome the
broad-based easing of mon-
etary conditions in the
industrial countries, in par-
ticular, the recent reduction
of interest rates by the
European Central Bank.
They appreciate the deter-
mined efforts of the
Japanese authorities to turn
around the negative trends
in the economy and wel-
come the fiscal stimulus
introduced recently. They observe, however, a constella-
tion of forces at work that does not appear to yield to
traditional instruments of macroeconomic policy.
Ministers are convinced that, in addition to well-
coordinated macropolicy actions, comprehensive
structural reforms—mainly in the financial and corpo-
rate sectors and labor markets—are crucial to the
achievement of sustainable economic growth.

Ministers express concern about the pressure in
some industrial countries for resort to protectionism
through various devices. They underscore the necessity
of resisting such tendencies and emphasize the advan-
tages of a further opening up of markets for the exports
of developing countries.

While welcoming the successful launching of the euro
at the beginning of the year, ministers reiterate the criti-
cal need for greater exchange rate stability among the
major international currencies in order to create a con-
ducive external environment in which developing coun-
tries could continue with their economic liberalization
measures and structural reforms, thereby enabling these
countries to maximize the benefits of globalization.

While there are indications of incipient recovery in
some parts of the developing world, contractionary
tendencies remain dominant as a result of the sharp
decline in primary commodity prices and massive
reversals of private capital flows. Ministers pointed out
that access to private capital markets is hindered even
for emerging market economies with sound economic
fundamentals, and the cost of borrowing has been on
the high side. They added that excessive reliance on
short-term, volatile capital flows as sources of financing
should be avoided.

Ministers note that some of the policies initially
adopted for managing the crises of recent years may
have inadvertently contributed to adverse effects
through restrictive fiscal measures and high interest
rates, which have discouraged investment and retarded
the process of recovery. They welcome the subsequent
flexibility shown by the IMF in taking into account the
circumstances of individual countries and unforeseen
developments. In this context, ministers underline the
need to keep adjustment measures and mechanisms
under constant review, with a view to ensuring flexibil-
ity in policy recommendations to promote growth
prospects.

Strengthening architecture of the
international financial system

Ministers underscore the necessity of comprehensive
reforms of the international monetary and financial
systems, geared to prevent costly economic crises and to
manage them effectively when they occur. They are of
the view that improvements in the system should be
built around the existing international institutions and
emphasize the need for developing countries to have an
equitable representation in this process. In this regard,
ministers reiterate their call for the establishment of a
task force with participation from industrial countries
and representatives from a wide range of developing
countries to engage in an in-depth examination of
issues related to the reform of the international mone-
tary and financial system.

Ministers welcome the role played by the IMF as cri-
sis manager and encourage it to continue with its
efforts for strengthening the architecture of the system.
They appreciate the actions of the IMF, in concert with
the World Bank and the regional development banks,
to serve as lenders in crisis situations.

Ministers welcome the establishment of the
Contingent Credit Lines (CCL) as a follow-up to the
Supplemental Reserve Facility (SRF) to protect coun-
tries with sound fundamentals from the potential risks



of financial contagion. They expect the eligibility crite-
ria for access to the CCL to be administered in a man-
ner that will provide incentives and equal opportunities
for member countries. It is also desirable to avoid pre-
conditions of parallel arrangements for private contin-
gency financing, which would make it too costly to
resort to the CCL. Ministers believe that the economic
difficulties that facilities such as the SRF and the CCL
seek to address have their roots in systemic weaknesses
of a global character and that their effective solutions
will also have to be global. In this context, proposals for
developing a global lender of last resort deserve further
study and discussion.

Ministers are aware that any idea of the foregoing
nature will raise issues of moral hazard. While recogniz-
ing the complexity of “bailing-in” measures, including the
need to make them as voluntary as possible, ministers
welcome the many avenues being explored to involve the
private sector in both forestalling and resolving financial
crises. Among those that contribute to forestalling crises
are private contingency lines of credit and intensified
debtor/creditor consultations and amending sovereign
bond clauses by incorporating sharing and minimum
majority clauses, in which the industrial countries should
take the lead. Among those that could both forestall and
resolve crises are the possibility of the IMF lending into
arrears and amending Article VIII, Section 2(b) [of the
Articles of Agreement] to allow the IMF to sanction a
temporary stay on creditor litigation in extreme situa-
tions in order to facilitate orderly debt restructuring.

Ministers are convinced that integration into the
global financial market remains a fundamental objec-
tive of the developing world. They believe, however,
that the benefits of such integration can only be
obtained in full measure if both the volatility and insta-
bility of short-term capital flows manifested in recent
financial crises are contained. They consider that the
pace and content of liberalization should be aligned
with the ongoing process of strengthening the pruden-
tial supervisory regulations as they apply to financial
institutions and to their corporate customers, especially
the more highly leveraged ones, within both capital-
receiving and capital-source countries. While this infra-
structure is being developed, it is necessary to leave
open the possibility of applying selective market-based
controls on capital movements of a potentially disrup-
tive character. Ministers underline that the process of
capital account liberalization should be properly
sequenced and that the pace of liberalization should
take full account of individual country circumstances.
In this context, they visualize the IMF’s role as a facili-
tator of liberalization, keeping in mind the exchange
regime and balance of payments implications of
progress toward the opening of capital accounts and
paying due attention to the creation of more orderly
conditions in international capital markets. In addi-

tion, ministers underline the importance of appropri-
ate technical assistance to help countries strengthen
their financial systems.

Ministers welcome the progress made on issues of
transparency, but they emphasize the importance of
concentrating on areas related to the core activities of the
IME They reiterate their concern that publication of
IMEF staff surveillance reports is likely to compromise the
quality and candor of
discussions with mem-
ber countries, thereby
undermining the effec-
tiveness of the IMF’s
surveillance function.
This issue is especially
pertinent in the case of
a number of countries
for which the publica-
tion of documents
might lead to dispro-
portionately large
effects, because—notwithstanding countries’ own publi-
cations—the IMF staff analysis might be the most visible
external assessment of their policies. Ministers empha-
size the need for enhancing transparency in the working
of private financial entities, especially the highly lever-
aged institutions.

Ministers recognize that the development and
implementation of internationally recognized stan-
dards are critical to the proper accountability of
international financial institutions. However, they
emphasize the need for a symmetrical application of
transparency criteria between public institutions and
the private sector. Ministers also note that countries at
different stages of development will necessarily proceed
at different speeds and will require extensive technical
assistance in the process of applying these norms, the
implementation of which should be voluntary and not
undermine the development of their financial sectors.

Ministers welcome the efforts to strengthen the
decision-making processes of the Bretton Woods insti-
tutions. Strengthening the existing instruments of
international cooperation appears to be the best way of
proceeding, instead of experimenting with new institu-
tional modalities. This would include strengthening the
working procedures for the Interim and Development
Committees—without undermining the role of the
Executive Boards—in order to enhance their effective-
ness. In view of the unique relationship of the IMF and
the Bank, they consider it appropriate to give the
President of the Bank the right to participate in the
Interim Committee deliberations.

Development financing
Ministers welcome the growing consensus on the need
to restructure the HIPC Initiative. They support the
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recent proposals for improving the depth and breadth
of the debt relief under the initiative, the suggestions
for relaxing the eligibility criteria, increasing the mag-
nitude of debt relief, shortening the period required to
benefit from the initiative, and providing additional
resources during the interim period. Ministers are
aware that implementing these improvements will
increase the cost of providing debt relief and that fund-
ing sources currently under consideration—the
intended sale of a portion of the IMF’s gold holdings
and the transfer of balances from the SCA-2 [Special
Contingent Account]—will provide only a small pro-
portion of the required resources. They emphasize the
necessity of appropriate burden sharing and of finding
sufficient alternative financing mechanisms to provide
additional relief, while at the same time working on the
modalities of gold sales to minimize any negative
impact on the international price and, therefore, on the
economies of gold-producing developing countries.
Ministers welcome the recent expressions of intent by
the Group of Seven, as well as other creditor countries,
to support the idea of restructuring the initiative and
their willingness to forgive poor countries’ ODA [offi-
cial development assistance] debt. They hope that this
will not be at the expense of new ODA flows. Ministers
urge these donor countries complement their contri-
butions to the HIPC Initiative and take steps to reverse
the disturbing decline in ODA, which remains critical
for the poorest countries even after the completion of
comprehensive debt-relief operations. While they
appreciate the successful conclusion of the IDA-12
replenishment, they express their serious concern
about the persistently declining ODA flows, which now
stand at 0.2 percent of DAC [Development Assistance
Committee] countries’ GNP.

Ministers support proposals to enhance assistance to
postconflict countries. They welcome the suggestion
for additional IMF assistance up to 25 percent of quota
in the second phase to provide required resources, as
well as a longer time period for the countries to rebuild
their productive capacities. Ministers expect that IMF
assistance for postconflict countries from its General
Resources Account will be transformed into sufficient
funding of a concessional character to permit eligible
members to repay their nonconcessional drawings
from the IMF. Ministers appreciate World Bank pro-
posals to address some of the major issues in postcon-
flict countries that have protracted arrears. They con-
sider it essential to develop a collaborative approach
that would be compatible with the policies on pro-
tracted arrears enunciated by the respective interna-
tional financial institutions.

Ministers also welcome the proposals being dis-
cussed in the World Bank with regard to broadening
the concept of conflict countries to include countries
that are affected by conflict situations or at risk of con-

flict. With a view to achieving the Bank’s overall goal of
poverty alleviation, ministers urge that appropriate
mechanisms be developed by the Bank to assist these
countries.

Ministers note that the Partnership for African
Capacity Building Initiative has reached an advanced
stage of preparation. As the lack of human and institu-
tional capacity is perceived as a major constraint in the
economic development efforts of sub-Saharan Africa,
ministers strongly urge the Bretton Woods institutions
and bilateral and other multilateral donors to provide
adequate resources and assistance to launch the initia-
tive and ensure its successful implementation.

Ministers agree in principle that a comprehensive
development framework (CDF) is essential to maintain
a balance between macroeconomic and social con-
cerns. However, they are concerned about the planning
capacity of members and external partners and the cost
implications for borrowers in this regard. Ministers
urge caution about the social and political sensitivity of
the governance issues involved. They note that the CDF
is still in an evolving mode, and a number of details
regarding the implementation strategy need to be fur-
ther elaborated and developed. Ministers urge that the
Bank closely monitor the pilot programs under the
CDF and that the experience be used as an opportunity
for further refining the approach.

Ministers endorse the basic principles on promoting
social development stipulated by the “Copenhagen
Declaration” and support the UN agencies’ coordina-
tion on the implementation of such principles. The
Bretton Woods institutions and the regional develop-
ment banks should participate according to their
respective mandates and comparative advantages.
Large differences exist among countries in terms of
social development levels, policies, and stages of eco-
nomic development. Therefore, when formulating
principles and good practices in social policy, country
characteristics and their social standards must be
respected.

Ministers attach importance to the UN initiative on
a high-level forum on financing for development,
scheduled for 2001. In view of the importance of the
subject for the Group of 24 and the Bretton Woods
institutions, ministers urge joint collaboration by the
UN and the Bretton Woods institutions to ensure the
success of the initiative.

The Group of 24 ministers will meet again on
September 25, 1999. [ |
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Michael Mussa

Capital flows

Joint conference examines causes of volatility,
searches for new ways to prevent, manage crises

The search for effective responses to capital flow volatility
and the crises that have characterized the past decade was
the focus of a conference jointly sponsored by the World
Bank, the IMF, and the World Trade Organization on April
15-16. Designed to share recent research, the conference
drew distinguished participants from central banks and
universities as well as from the senior management and
staff of the three sponsoring institutions. The two-day
event explored capital flow volatility, the quest for models
to predict crises, and a range of remedial actions—includ-
ing capital controls, liquidity requirements, and super
bankruptcy provisions. A concluding roundtable offered a
spirited debate on the respective roles of the public and
private sectors in crisis prevention and management.

Capital flow volatility
Michael Mussa, Director of the IMFs Research
Department and coauthor with Anthony Richards of a
study reviewing capital flows in the 1990s, offered a broad
overview of trends in capital flows and the factors influ-
encing these flows. He suggested that high growth rates,
liberalized capital account regimes, perceptions of sound
macroeconomic policies, widespread government guaran-
tees (implicit and explicit), and official or de facto pegged
exchange rates in emerging market economies had a role
in boosting capital flows to these
countries. Sharp fluctuations in these
flows raised a number of questions:
most critically, what prompted
surges and collapses in flows? what
caused the crash? could crises be pre-
dicted? and can crises be prevented?
To the last question, Mussa gave a
resounding “no,” arguing that crises
q seem to be an intrinsic feature of the
I international monetary system.

Mussa labeled as “largely non-
sense” the idea that the prospect of
IMF support had encouraged unwise capital flows. Moral
hazard, he said, is a pervasive phenomenon, but with the
possible exception of Russia—which might have been too
important to fail—it is not an important element in the
movement of capital flows.

Contagion, demonstration effects, and fundamen-
tals. In an examination of the co-movement of inter-
national asset price and capital flows during crises,
Holger Wolf of Georgetown University found fairly
robust evidence that the correlation increases during
crises. Less clear-cut was the link between observable
news and prices. He did find fairly strong evidence sug-
gesting that a significant group of traders follows

trends—a finding that may have some implications for
the debate over the global financial architecture.

Financial support packages, for example, may
diminish the incentive to learn about and act on infor-
mation differentiating investments, but they may also
reduce precautionary exits from noncrisis markets.
And while it may not be easy to target capital controls
to the investors most likely to generate contagion—
herd traders with incomplete information—these
investors may be disproportionately represented in
short-term investments and are thus somewhat tar-
getable through inflow controls.

Financial services trade and financial stability.
Masamichi Kono and Ludger Schuknecht of the World
Trade Organization made a case for giving greater
importance to financial services trade policy. Pursuing a
balanced liberalization strategy
over the full spectrum of finan-
cial instruments and allowing a
foreign commercial presence,
they said, decreased distortions
and volatility in capital flows
and helped create a less crisis-
prone financial system.

The authors argued that even
a country fearful that capital
flows might exacerbate a weak
financial system could still bene-
fit from the capacity building
and increased efficiency that could accrue from the par-
ticipation of foreign commercial institutions and the lib-
eralization of a range of financial instruments. Kono and
Schuknecht encouraged countries to pursue further
financial services trade liberalization within the General
Agreement on Trade in Services framework.

Predicting crises, confronting contagion

Interest in crisis prediction has mounted in the 1990s as
the frequency, size, and virulence of crises have sharply
increased. Eduardo Borensztein of the IMF, presenting
a paper coauthored with Paul Masson, Andrew Berg,
Gian Maria Milesi-Ferretti, and Catherine Pattillo of
the IME, wryly conceded that predicting crises is “not
totally hopeless.” These models can contribute to the
task of crisis prediction and, hence, better prevention
and preparation. Borensztein divided theoretical mod-
els that explain crises into generations—the first focus-
ing on macro imbalances; the second emphasizing self-
fulfilling attacks. To this mix, several new elements have
been added—chiefly, attention to market failures in
financial markets and serious information failures.
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Empirical models to predict crises should include ele-
ments from all families of models.

How do these empirical models do? Borensztein’s
paper tests a range of models and finds that, while they
often provide warnings of coming crises, their reliabil-
ity is not very high. The models typically generated a
50-60 percent rate of false alarms, although some of
these instances correspond to situations where adept
policy management forestalled approaching problems.
Among the drawbacks to these models are the risk of
“refighting the last battle” and ignoring country idiosyn-
crasies. But the models have demonstrated some predic-
tive power, Borensztein insisted, and have the advantage
of providing a systematic method to assess country vul-
nerability and risk factors. He counseled that these mod-
els are best used prudently and as a complement to stan-
dard forms of analysis.

Contagion. Surprisingly little research, noted Carmen
Reinhart of the University of Maryland, has been
devoted to the process by which crises are transmitted.
Her paper, coauthored with Graciela Kaminsky of
George Washington University, examined possible trade
and financial channels through which disturbances are
transmitted, assessed the incidence of contagion across
regions and time, and weighed the role of international
bank lending, the potential for cross-market hedging,
and bilateral and third-party trade in spreading crises.

Contagion theories have focused on liquidity con-
cerns (leveraged investors may sell elsewhere to meet
margin calls), herding (with the high cost of informa-
tion, investors tend to follow trends), cross-market hedg-
ing, and trade links. The channels through which conta-
gion moves are typically thought to be either financial or
trade links. Trade in goods and services and strong ties
through common bank lenders have historically
explained contagion patterns, but Reinhart cautioned
that much has changed in emerging market economies
since the 1980s. Mutual fund exposure in emerging mar-
kets is now an important element, and cross-market
hedges have become commonplace in emerging market
trades. Financial linkages are the more likely culprit in
recent crises—in the turbulence in Argentina after
Mexico or in Indonesia after Thailand. These financial
market channels, she concluded, need to be better
understood and quantified if policymakers hope to
shield emerging markets from instability and contagion.

Policy responses to turbulence

Within the span of a decade, developing countries have
had to cope with both a flood of capital inflows and a
sudden and nearly complete drying up of those flows.
What has this taught us? asked Peter Montiel of Williams
College. Perhaps the clearest lesson, he said, is that what-
ever the costs of avoiding or dealing with an overheated
economy, they pale beside the destruction wrought by a
full-fledged crisis.

From the experiences of Mexico and Thailand, where
a perceived exchange rate misalignment emerged from a
policy mix that included an open capital account, an
inflexible exchange rate policy, and an excessive reliance
on monetary rather than fiscal policies in dealing with
overheating, Montiel drew two principal lessons:

+ Once countries become integrated into world
financial markets, an unsustainable high-interest-rate-
defense of an overvalued exchange rate is a recipe for a
currency crisis.

* Once vulnerability has arisen, postponing the
inevitable merely aggravates the consequences by fueling
the prospect of a liquidity crisis and prompting a much
graver loss of confidence and much sharper exchange
rate movements than would have otherwise occurred.

Countries do not seem to learn from the mistakes of
others, but the good news, Montiel said, is that they do
seem to learn from their own experience, as Chile
proved when it took effective measures to reduce vul-
nerability to a liquidity crisis.

Practical measures. What instruments and policy
adaptations, asked Michael Dooley of the University of
California at Santa Cruz,
offer effective responses to
volatile capital flows? And
given governments’ inabil-
ity to allow large financial
institutions and domestic
firms to fail, which re-
sponses best suited the
political and administrative
constraints of developing
country governments?

Arguing that this “insur-
ance problem” has likely been a factor in many recent
crises, Dooley suggested that there is a credible and coher-

Michael Dooley

ent argument for imposing entry taxes on inflows when a
country lacks the wherewithal to effectively monitor
domestic firms and intermediaries. The key element here,
he added, is that the tax should fall disproportionately on
investors with short expected holding periods (as distinct
from maturities).

Developing country governments should also avoid
financial intermediation, since the capital gains and losses
on the resulting asset and liability structures are likely to
trigger capital inflow or crisis sequences. They would also
be advised, he noted, to avoid debt and asset structures
that needlessly prolong and intensify the downturn in
economic activity that follows from “default”—defined as
the interval following an attack on the government’s
resources during which creditors compete for repayment
without agreement on the terms of repayment.

Chile’s and Argentina’s experiences. Leonardo
Hernandez and Klaus Schmidt-Hebbel of the central
bank of Chile examined the impact of capital controls
in Chile and lent several cautionary notes to the discus-



sion. They cited the inherent costs to capital controls,
including a misallocation of resources and a lower rate
of investment and growth. “The jury’s still out,” they
said on how efficient the controls are; clearly, the effec-
tiveness of controls has eroded over time. For countries
seeking to emulate Chile, they also warned that some of
the favorable preconditions Chile enjoyed—namely,
low corruption and respect for the law—may not be
present elsewhere.

Andrew Powell of the Central Bank of Argentina and
Miguel Kiguel, the undersecretary of finance in
Argentina, argued that countries have a spectrum of
potential capital market interventions available to them
in dealing with the risks implicit in accepting foreign
capital. Argentina sought to reduce its vulnerability
through a low level of short-term debt (3 percent of
total), by keeping ample cover for financial obligations
(three to six months), and through a debt structure that
featured generally long-term debt (with maturities aver-
aging eight and a half years) and a balanced portfolio of
foreign- and domestic-denominated debt. Debt man-
agement, they stressed, was the key.

Super Chapter 11. Joseph Stiglitz of the World Bank
and Marcus Miller of the University of Warwick sug-
gested that the dramatic output collapse that character-
ized the Asian crisis could be averted through forced debt
rollovers and debt writedowns under a super Chapter 11
bankruptcy procedure. Such a procedure, Stiglitz said,
would allow firms to write off debt increases due to deval-
uations in excess of a given limit.

While bankruptcy procedures, he noted, are central to
modern capitalism, the global economy has yet to
develop a simple means to cope with the systemic impact
on a domestic economy from macroeconomic shocks.
Where the problem is genuinely systemic, it is not advis-
able to replace management; it would be better, Stiglitz
said, to develop a super Chapter 11 that provides a speedy
bankruptcy process that allowed continued production
and minimized disruption of the economy.

Roundtable
In the concluding roundtable, Stanley Fischer of the
IME, Joseph Stiglitz, David Folkerts-Landau of Deutsche
Bank, and Yung Chul Park of the Korea University
turned their attention to creating a more stable and effi-
cient world economy. Park offered the perspective of a
crisis country. He asked where the impetus for key struc-
tural reforms is now that capital is returning to Korea.
Only last year, he observed, the markets insisted Korea
tackle its debt-equity ratio, cross guarantees, and excess
capacity. Now the markets are concerned only about
growth rates and current account positions. So much, he
said, for market discipline.

Indeed, he added, how can progress be made on
excess capacity, corporate restructuring, or the adop-
tion of Anglo-U.S.-style corporate governance when

businesses are awash with borrowing opportunities?
The government lacks the instruments to pressure cor-
porations to continue with the restructuring, and the
IME, he believed, was sending mixed signals to the mar-
ket—agreeing there is room for expansionary policy
and simultaneously expressing dissatisfaction with the
pace of the restructuring.

Folkerts-Landau contended that what was driving
the public sector’s discussion of architectural reform
was a belief that markets are irrational and perhaps
even predatory. He strongly disagreed with this analysis
and with the prescribed remedies. Flawed fundamen-
tals, he believed, played a central role in all these crises.
And the proposed remedies, which he clustered under
four initiatives—“bailing in” the private sector, burden
sharing, orderly workout and legal standstills, and cap-
ital controls—would have, he predicted, limited impact
beyond the short term, and high welfare costs.

The chief weakness in the current system, he argued,
is faulty global surveillance. He was sharply critical of
the IMF for failing to predict all three global crises over
the past 20 years. IMF surveillance was, he said, insuffi-
ciently financial, insufficiently global, and insufficiently
adversarial. To be effective, the IMF should act more
like a central bank and possess appropriate surveillance
power over its membership and appropriate sanctions
to enforce proper behavior.

Taking keen exception to both Folkerts-Landau’s
analysis and his recommendations, Stiglitz stressed that
the huge volatility in capital flows had its origins in
imperfect information and a “whole variety” of market
failures. The presence of market failures provided the
basis for government intervention. He explicitly chal-
lenged Folkerts-Landau’s contention that better surveil-
lance would have averted these crises. Key ingredients of
these crises, such as fixed exchange rates and Korea’s
debt-equity ratio, were, in fact, public information.

Stiglitz believed a variety of interventions, including
incentive-based regulatory systems, could improve
market performance. He reiterated his support for a
super Chapter 11 bankruptcy procedure, insisted that
in at least some countries entry taxes might serve as a
useful stabilizer, and counseled countries and interna-
tional organizations to be mindful of the strong evi-
dence that capital account liberalization is associated
with instability and high welfare costs.

Concurring with Stiglitz’s analysis of the nature of
the problem, Fischer noted that it was very hard to have
a rational discussion about recent events, such as the
Russian crisis, without using terms like contagion,
panic, and herding. Indeed, he said, everyone should be
able to agree that the extreme volatility in capital flows
in recent years and the massive recessions in their wake
clearly suggest room for improvement.

Fischer focused his comments on exchange rate
regimes and measures to involve the private sector
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more closely in the resolution of crises. On exchange
rate regimes, he observed that the experiences of coun-
tries that had crises, as well as those that could have
been expected to have crises had they had a fixed rate
(he cited Mexico, South Africa, and Turkey), argue that
the mixture of a fixed exchange rate and free capital
flows “puts extreme demands on institutions and on
policies and is dangerous.” The experience of Argentina
and Hong Kong SAR with currency boards suggests the
current wisdom is to “peg very hard or float, but don’t
choose something in the middle.” But he would not be
surprised, he added, if in a few years questions were
raised about the advisability of a free-floating regime
for small economies, leading to managed float regimes,
possibly within wide bands. He also foresaw increasing
interest in dollarization and currency areas.

On private sector initiatives, the intent is to involve
the private sector in both crisis prevention and crisis
resolution, since the two are inextricably linked,
according to Fischer. The precrisis proposals would
seek to encourage better policies, better prudential reg-
ulation, and perhaps capital inflow controls that might
nudge the private sector into making sure its invest-
ments enter a country in the right form. The postcrisis
proposals would focus on structured notes (that is,
allowing the payment stream to fluctuate more in
accordance with developments in emerging market
economies) and making bonds easier to reschedule
before a crisis, by allowing for a modification of terms
by qualified majorities through collective representa-
tion provisions.

World Economic Outlook

Fischer acknowledged strong private sector resistance
to initiatives such as bond rescheduling. “There’s a com-
plicated game—in the game theory sense—being played
here” The incentives that borrowers and creditors have
to make it very difficult to restructure offer all the more
reason, he said, for the international community to push
for changes in contracts.

The experience with voluntary restructurings in
Thailand, Korea, Brazil, and Ukraine was neither nice
nor elegant, but it was necessary, according to Fischer.
He noted that there was a contradiction between
Eurobonds being sold at large spreads and the view that
any restructuring of such instruments, if it was needed,
would damage confidence in the basis on which debt
agreements are made. Spreads like that must, he said,
“have involved the expectation by the creditors that
something like this could happen.”

Finally, Fischer stated that while the IMF should
always be trying to do a better job at surveillance, it is
necessary to recognize that surveillance cannot prevent
all crises—both because even the best analysts will
sometimes fail to foresee crises and, in some cases,
because countries that are warned do not take action.
Accordingly, the system needs to be strengthened, both
in crisis prevention and crisis response modes, through
changes in contracts, improved prudential regulation
on the creditor and debtor side, contingent financing,
and improved behavior on the part of both the private
sector and the government. |

Sheila Meehan
Senior Editor, IMF Survey

Global economy appears to be on path
to recovery, but unclear prospects cloud forecast

The worst of the financial crisis that swept through Asia
in 1997 and 1998 and spread to Russia and Brazil in 1998
and the first part of 1999 may be over, according to the
latest World Economic Outlook, the IMF staff’s biannual
survey of global prospects and policies. The global recov-
ery could pick up steam in 2000, but there are several
important risks that could affect the outcome. Speaking
at a press briefing on April 20, Michael Mussa, the IMF’s
Economic Counsellor and Director of the Research
Department, said that for 1999, world growth is esti-
mated at 2.3 percent. For the year 2000, Mussa said, the
World Economic Outlook foresees a recovery of world out-
put growth to 3.4 percent.

The current weakening of world economic growth
marks the fourth global economic slowdown in the past
quarter-century, according to the World Economic Outlook.
It began with the sharp declines in domestic demand and
activity in the four countries hardest hit by the Asian cri-
sis—Indonesia, Korea, Malaysia, and Thailand. Japan’s

deepening recession in 1998 contributed to the difficulties
being experienced elsewhere in Asia. In most of the rest of
the world, activity was relatively well maintained during
1998, although signs of a slowdown in industrial activity
became increasingly apparent, and the growth of world
trade slowed sharply to 3% percent in 1998, the lowest
since 1985. World trade is projected to recover somewhat
to 3.8 percent in 1999 and to 5.8 percent in 2000.

Improvements and setbacks

Since the end of 1998, some significant positive devel-
opments in the world economy have been broadly bal-
anced by some important setbacks. Among the setbacks,
the crisis in Brazil that led to the abandonment of its
crawling-peg arrangement in mid-January was another
dramatic episode in the recurrent bouts of instability
that have marked global financial markets since 1997,
according to the World Economic Outlook. Although
financial contagion from the Brazilian crisis has been



limited and the situation in Brazil itself has stabilized,
the crisis has imparted a new contractionary impulse to
the global economy. Financial sector fragilities in several
emerging market economies, including China, add to
the risks of continued turbulence. Further, in Russia, the
delay in adopting coherent policies to promote stabi-
lization and reform has postponed improvements in the
economy. The conflict in the Federal Republic of
Yugoslavia will have severe effects on neighboring coun-
tries. Japan’s economy remains weak. Also, the series of
emerging market crises, as well as the uneven pattern of
growth among the United States, the euro area, and
Japan, have increased global trade imbalances.

On the positive side, after the deep contractions in out-
put in the Asian countries affected by the crisis, activity has
recently turned around in Korea and appears to have bot-
tomed out in Malaysia and Thailand. Investor sentiment
toward many emerging market economies has rallied,
while conditions in mature financial markets have also
improved following the broad-based easing of monetary
conditions undertaken partly to address concerns about a
credit crunch in the wake of Russia’s default last August.
The introduction of the euro has proceeded smoothly, and
more generally, most of the advanced economies of North
America and Europe have proved resilient to the crises in
emerging markets. Particularly notable has been the con-
tinued strong growth of the U.S. economy.

Forecasts for 1999 and 2000

The forecast for 1999 is little changed from that of the
interim World Economic Outlook of December 1998 (see
IMF Survey, January 11, page 1), Mussa said at the press
briefing. It reflects upward revisions in the forecast for
the United States, Canada, Australia, Korea, Thailand,
and Malaysia, offsetting weaker forecasts for Japan, Latin
America, and a number of European economies. The
chances that this forecast could be too high or too low
are relatively even, Mussa said, marking a considerable
change from last December when the balance of risks
was decidedly on the downside. He emphasized that pol-
icy actions—both in the industrial countries where
monetary policies have been eased significantly and in
emerging market countries where reform efforts have
been strengthened—have contributed to this evening up
of the risks.

Although the forecast for 2000 is 1 percentage point
stronger than last year and there are good reasons to
expect recovery, Mussa said the forces that will sustain
the recovery are not completely secure, and the balance
of risks that the IMF staft’s projection will materialize
remains on the downside. There are growing indications
that activity in the Asian crisis economies is close to its
trough, but, according to the World Economic Outlook,
this is unlikely to signal an early reversal of the global
slowdown. Indeed, in 1999, new negative forces are con-
tributing to a second phase of the slowdown in the global

business cycle—including the repercussions and
spillovers from the Russian crisis and the crisis in Brazil
and spillovers from the latter to the rest of Latin America.
Some of the industrial countries that have seen the most
vigorous sustained expansions in recent years—
such as Norway and the United
Kingdom—have recently experi-
enced cyclical slowdowns; growth
in the U.S. economy is also
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As the World Economic Outlook
notes, the slowdown could be
more abrupt than assumed if
inflation picks up, the stock market undergoes a signifi-
cant correction, or the private sector begins to correct its
large saving shortfall more quickly than assumed.

+ The World Economic Outlook forecasts a recovery
in growth of about 3 percent for Europe, but, Mussa
said, the basis for that recovery has yet to become
apparent. The recent easing of monetary policy by the
European Central Bank and the depreciation of the
euro will have positive effects, he observed, but it is too
soon to predict the outcome.

Japan, Germany, France, Italy, the United Kingdom, and Cana-
da. Excluding Italy prior to 1972.

Data: World Economic Outlook, 1999

May 10, 1999
159



L 'SURVEY

e

©

rq

-il'_r L

L 1.:"
Fainy

=

Ian S. McDonald
Editor-in-Chief
Sara Kane
Deputy Editor
Sheila Meehan

Senior Editor

Elisa Diehl
Assistant Editor
Sharon Metzger
Senior Editorial Assistant
Lijun Li
Editorial Assistant
Jessie Hamilton
Administrative Assistant
Philip Torsani
Art Editor
Victor Barcelona
Graphic Artist

The IMF Survey (ISSN 0047-
083X) is published in English,
French, and Spanish by the IMF
23 times a year, plus an annual
Supplement on the IMF and an
annual index. Opinions and
materials in the IMF Survey do
not necessarily reflect official
views of the IME. Any maps
used are for the convenience of
readers, based on National
Geographic’s Atlas of the World,
Sixth Edition; the denomina-
tions used and the boundaries
shown do not imply any judg-
ment by the IMF on the legal
status of any territory or any
endorsement or acceptance
of such boundaries. Material
from the IMF Survey may be
reprinted, with due credit given.
Address editorial correspon-
dence to Current Publications
Division, Room IS7-1100,
IME, Washington, DC 20431
US.A. Tel: (202) 623-8585;
or e-mail any comments to
imfsurvey@imf.org. The IMF
Survey is mailed first class in
Canada, Mexico, and the United
States, and by airspeed else-
where. Private firms and indi-
viduals are charged $79.00
annually. Apply for subscrip-
tions to Publication Services,
Box X$900, IME, Washington,
DC 20431 US.A. Tel: (202)
623-7430. Fax: (202) 623-7201;
e-mail: publications@imf.org.

May 10, 1999
160

+ In Japan, Mussa noted, the econ-
omy appears to be bottoming out,
and growth well above the World
Economic Outlook forecast of 0.3 per-
cent is certainly possible. But recovery
of consumer confidence is essential to
drive the recovery of private demand,
and continued policy support needs
to be provided until the private sector
is clearly in recovery mode.

* Most of the crisis economies of

Asia are clearly turning around,
Mussa said, but that turnaround
needs to be sustained, both by pol-
icy action and by recovery in the
private sector.

+ In China, strong stimulative policies have helped
sustain growth in 1998 and in the first part of 1999, but
that level of support cannot continue indefinitely,
Mussa noted.

* Much of Latin America, particularly South
America, is in recession, and recovery should begin
later this year, Mussa said. A strong rebound is certainly
feasible, and the same may be said for a number of
developing countries and transition economies. All of
the developing and emerging market economies, how-
ever, will need to rely on at least a moderately favorable
growth environment among the major industrial
countries if they are to achieve the growth forecasts in
the present World Economic Outlook.

+ Another key uncertainty in assessing the global
outlook, according to the World Economic Outlook, is
the potential for further financial market turbulence
and contagion, especially in the light of the apparently
heightened perception of, and increased aversion to,
risk in financial markets.

Other risks that could affect the forecast, according to
the World Economic Outlook, stem from the uneven pat-
tern of growth among the three large currency areas since
the beginning of the decade, which has resulted in a
marked widening of external current account imbal-
ances. These imbalances, which have been exacerbated by
the emerging market crises, carry significant risks for the
world economy through a potential rise in protectionist
pressures or excessive and potentially destabilizing move-
ments in exchange rates among the major currencies.

In response to a question at the press briefing, Mussa
said the impact of the Kosovo crisis on the closely border-
ing countries of Albania and the former Yugoslav Republic
of Macedonia would obviously be significant and that there
would be broader adverse consequences for other countries
in southeast Europe, including Bulgaria, Hungary, and
Romania. However, the fiscal and GDP impact of the
Kosovo crisis on the United States and the euro area will be
small and, at the global level, will not significantly influence
the performance of the economy.

Flemming Larsen (left) and Michael Mussa at the press briefing on the World
Economic Outlook.

Selected topics

In addition to its review of recent economic develop-
ments and prospects, the World Economic Outlook fea-
tures in-depth analyses of special topics. At the press
briefing, Flemming Larsen, Deputy Director of the
Research Department, said that Chapters III and IV of
the current World Economic Outlook focus on particular
aspects of three main themes that run through the study:

+ The ongoing process of adjustment in the wake of
the emerging market crisis in the crisis countries them-
selves, in the countries that have been adversely affected
by negative spillovers and financial contagion, and in
global financial markets and the pattern of interna-
tional trade. The issue of financial contagion, which has
been such a prominent feature of the recent crisis,
Larsen said, is analyzed in depth in Chapter III.

* Medium-term implications of the lopsided pattern
of growth recently experienced among the industrial
countries and the widening of external payment bal-
ances that have resulted.

+ The complementary roles of macroeconomic and
structural policies in helping to achieve stronger sus-
tained growth over the medium term, especially in Asia
where there is a continuing need to persevere with the
structural reforms initiated in the wake of the crisis; and
in Japan, where reforms are needed not only in the finan-
cial sector, but also more broadly in the economy to pro-
mote restructuring, increase efficiency, and enhance
employment prospects. The same mix of macroeco-
nomic and structural policies will also be needed in
Europe where Economic and Monetary Union has added
to the urgency of reforming European labor markets.
Chapter IV focuses on the chronic unemployment prob-
lem in the euro area. [ |

The text of the World Economic Outlook press briefing is available
on the IMF’s website (www.imf.org). Copies of the spring edi-
tion of the World Economic Outlook will be available in mid-May
for $36.00 (academic rate: $25.00) each from IMF Publication
Services. See ordering information on page 141.




