
30) Our approach to the debt problems has produced

significant results, but serious challenges remain: in many

countries the ratio of debt service to exports remains high,

financing for growth promoting investment is scarce, and

capittal flight is a key problem. An improvement in the

investment climate must be a critical part of efforts to

achieve a sustainable level of growth without excessive levels

of debt. These improvements of the current situation depend

above all on sustained and effective adjustment policies in

the debtor countries.

31) To address these challenges, we are strongly

committed to the strengthened debt strategy. This iaill rely,

on a case-by-case basis, on the following actions:

- borrowing ccuntries should implement, with the

assistance of the Fund and the Bank, sound economic policies,

particularly designed to mobilize savings, stimulate

investment and reverse capital flight;

- banks shculd' increasingly focus on voluntary,

market-based debt and debt service reduction operations, as a

complement to new lending;

- the International Monetary Fund and World Bank will

support significant debt reduction by setti.ng aside a portion

of policy-based loans;

- limited interest support will be provided, through

additional financing by the International Monetary Fund and

the World Bank, for transactions involving significant debt

and debt service reduction. For that purpose the use of escrow

accounts is agreed;.


