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I. INTRODUCTION

1.
The purpose of this report is to review the external debt situation in
Asian developing countries (ADCs) at the end of 1985, the latest year for which
comprehensive data are available.1 There are two sources of external debt data
of developing countries: the World Bank and the Organization for Economic
Cooperation and Development (OECD).2 Significant inprovements have been made in
the presentation of the data of these two agencies during the past few years.
Presently, however, the coverage of OECD data is generally believed to be
broader than that of World Bank data.3 First, OECD and the World Bank report the
debt of 155 and 108 developing countries, respectively. Second, it appears that
OECD captures more of the private non-guaranteed debt and short-term debt than
the World Bank. Hence, OECD external debt estimates tend to be bigger globally,
across regional groups and across individual countries, as seen in Table 1.
2.
The OECD global estimate is 15 per cent higher than that of the World
Bank. With few exceptions, the OECD estimates are higher than those of the World
Bank even at the individual country levels. Also, it is to be expected that the
relative difference between the estimates will tend to be higher for countries
with more private non-guaranteed and/or short-term debt.

1

The external debt situation of ADCs in 1984 was reviewed in I.P. David and Jungsoo Lee, External Debt Situation in
Asian Developing Countries, Statistical Report Series no. 6 (Asian Development Bank, March 1986).
2

See OECD, External Debt Statistics (Paris, 1987); OECD, Financing and External Debt of Developing Countries,
1985 Survey (Paris, 1986) and World Bank, “World Debt Tables” (Washington, D.C., December 1986, Draft).
3

The World Bank data are compiled from the Debtor Reporting System by 108 countries on borrowing by public sector
entities, or guaranteed by the public sector, and, for 21 countries, on private sector borrowing not covered by a
guarantee in the borrowing country. OECD data are compiled by combining various sources including World Bank's
Debtor Reporting System and OECD's Creditor Reporting System [see OECD, External Debt Statistics (1987)].

Table 1. Comparison of World Bank and OECD Total External Debt Data,
as at End-1985
($ Billion)

Item

Total, All Developing Countries
Major Asian Borrowers:
Rep. of Korea
Indonesia
India
Philippines
Malaysia
Thailand
Pakistan

WB

OECD

(1-WB/OECD) x 100%

892.4

1,054.2

15

48.0
35.8
35.5
26.2
18.0
17.5
12.7

57.5
37.1
36.4
28.6
22.0
18.4
14.3

16
3
2
8
18
5
11

Sources: World Bank, World Debt Tables
(Washington, D.C., 1986); and OECD,
External Debt Statistics (Paris, 1987).

3.
Section II of this paper briefly reviews the main features of changes
in the global external debt situation of developing countries in 1985. Section
III analyzes the changes in the external debt of Asian Developing Countries
(ADCs) as a total and by country group. Section IV examines the specific debt
situation in individual major borrowing ADCs including the People’s Republic of
China which has shown a rapid increase in its external debt in the 1980s.
Section V is a summary of major findings. The paper ends with supporting
appendix tables and a glossary of terms necessary for a coherent discussion of
external debt concepts and data.

II. RECENT DEVELOPMENTS IN EXTERNAL DEBT OF DEVELOPING COUNTRIES

4.
The external debt of developing countries passed the one trillion US
dollar mark in 1985. OEM data show that the external debt increased from $946
billion at the end of 1984 to $1,054 billion at the end of 1985 (see Table 2).
This debt of over a trillion dollars was equivalent to 45 per cent of the
developing countries' ccmbined annual output of goods and services.
5.
The 11.4 per cent nominal increase in external debt from 1984 to 1985
was more than twice the 4.1 per cent increase recorded from 1983 to 1984.
However, OECD reports that about 50-55 per cent of the latest increase was in
fact due to the sharp fall of the US dollar against most other currencies.4
This implies that the rate of increase in 1985/84 was only slightly higher than
that in 1984/83 if we exclude the dollar depreciation impact. It also implies
that the impact of exchange rate realignment was the main feature in the
external debt situation in developing countries in 1985, which would likewise be
the case in 1986 since the US dollar continued to fall vis-a-vis most other
currencies.5
6.
Among the geographical regions of the World, the Western Hemisphere
has the largest share of total developing country debt (see Table 2). Its share,
however, decreased by 1.2 percentage points in 1985 as Latin American countries
struggled with their debt servicing difficulties. On the other hand, the Asian
countries which as a group have been nmch less affected by the recent debt
crisis, experienced the most rapid increase in their debt during 1985; thus,
Asia's share increased to 26.5 per cent in 1985 frcm 25.6 per cent in 1984. The
rest of the regions have more or less maintained their shares in the total
developing country debt.
7.
Financial markets (i.e. mainly commercial banks and bonds) are the
main supplier of credit to developing countries, occupying more than 50 per cent
of the latter's total debt although the share of financial markets in total
developing country debt decreased slightly in 1985.6

4

Since the US dollar is the numeraire used in reporting external debt, the appreciation of the US dollar results in
understating the reported increases in aggregate debt data by reducing the dollar value of debts denominated in non-US
dollar currencies. The depreciation of the US dollar has an opposite impact.
5

For examples the yen appreciated from 251.1 yen/dollar at the end of 1984 to 200.5 at the end of 1985, to 159.1 at the
end of 1986. The deutsche mark/dollar rate changed from 3.148 at the end of 1984 to 2.461 at the end of 1985, to 1.941
at the end of 1986.
6

The decrease in financial markets' share may be due to exchange rate
realignment. Borrowing from banks, with a generally greater content of the US
dollar than other forms of borrowing, is less subject to the valuation effect,
and would therefore - all other things equal - tend to be less affected by
currency changes than total debt [see OECD, External Debt Statistics (1987),
p.8].

Table 2. Developing Countries' Debt Outstanding by Region
and by Type of Debt
(As at end 1984 and 1985)

a/ Percentages my not add to 100 due to rounding.
Source: OECD, External Debt Statistics (Paris, 1987).
Conversely, the shares of bilateral official develogw-nt
export credit and loans from multilateral sources increased.

assistance

(ODA),

8.
The year 1985 witnessed favorable developments in the average terms
of new loan commitments to developing countries. The average interest rate of
new commitments continued to slide from a peak of 11.1 per cent per annum in
1981 to 9.2 per cent in 1984 and further down to 8.0 per cent in 1985.
Although no more recent data are available, there is no doubt that the interest
rate slipped further since international interest rates continued to decline
in 1986.7 Furthermore, the average maturity of new commitments increased from
15.5 years in 1984 to 16.1 years in 1985 and the average grace period increased
from 5 years to 5.6 years (see Table 3).

7

For example, London Interbank Offered Rates (LIBOR) at end-1986 on overnight to one-year US dollar deposits
hovered just above 6 per cent per annum.

Table 3. Average Terms of New Commitments of All Creditors
To All Developing Countries

Source: World Bank, "World Debt-Tables" (Decen-ber 1986, Draft).

9.
The favorable developments in the terms of new commitments are not
reflected in the debt indicators of developing countries since those changes
have only minor, if any, immediate impact an the total debt and debt service
indicators. The ratio of debt outstanding to exports, increased from 179 per
cent in 1984 to 194 per cent in 1985. The ratio of debt outstanding to GNP
increased from 42 per cent in 1984 to 45 per cent in 1985. Both debt-service
ratio8 and interest service ratio9 in regard to long-term debt also increased
compared with the 1984 levels, implying that the external debt situation of
developing countries has generally aggravated in 1985 (see Table 4.10

8

The ratio of debt service payment to exports of goods and services.

9

The ratio of interest payment to exports of goods and services.

10

Since OECD external debt and debt service estimates generally are higher than corresponding World Bank estimates,
it will follow that OECD data-based debt indicators will also be higher. However, the (increasing) trend in the indicator
values should be about the same for both sources.

Table 4. External Debt Indicators
(All developing countries: percentages)

a/

In regard to long-term debt only.

Source: World Bank, "World Debt Tables" (December 1986, Draft).

III. DEBT SITUATION IN ASIAN DEVELOPING COUNTRIES

10.
This section examines the external debt situation in Asian Developing
Countries (ADCs) which are grouped as Newly Industrializing Countries (Hong
Kong; Republic of Korea; Singapore; and Taipei, China); Southeast Asian
countries (Indonesia, Malaysia, Philippines and Thailand); South Asian countries
(Bangladesh, Burma, India, Nepal, Pakistan and Sri Lanka) and People's Republic
of China. The analysis will make use of both World Bank data and OECD data (see
Table 5). As mentioned previously, OECD data are higher than World Bank data
indicating that the coverage of the former is broader than that of the latter.
OECD data combine creditor sources (essentially for transactions with OECD
creditors) and debtor sources, while World Bank data are mainly from debtor
sources. Unfortunately, the new series of OECD data, which include short-term
debt, start from 1982 only, while World Bank data are available from 1970.
The latter data also have inportant breakdowns and additional information on
external debt situation of developing countries.
11.
According to OEM data (see Table 6), the external debt of Asian
developing countries increased by 15.3, per cent in 1985, which
is a much
higher rate than that in 1984 (9.8 per cent) and 1983 (11.7 per cent) . This is
also higher than the 11. 4 per cent growth rate in all developing countries'
external debt in 1985.
12.
In current US dollar terms, the Republic of Korea had the largest
increase ($7,163 million), followed by the People's Republic of China ($6,356
million), India ($6,252 million), Indonesia ($4,349 million) and Malaysia
($4,093 million). Only Taipei, China was able to reduce its external debt. In
rate of change terms the most rapid increase in external debt outstanding was
recorded by the People’s Republic of China (49.1 per cent), followed by Burma
(30.1 per cent), Nepal (24.5 per cent), Malaysia (22.8 per cent), Singapore
(21.5 per cent) and India (20.7 per cent). On the other hand, the Philippines'
external debt increased by 2.3 per cent only and that of Thailand grew by 9.9
per cent in 1985.
13.
In interpreting these changes, allowance must be made for the sharp
fall of the US dollar against most other currencies. For instance, between two
countries with the same currency composition of their debts, the one with the
higher initial debt will register a higher increase in 1985 debt, even if both
countries will actually borrow the same amount of new money in 1985. Likewise,
between two countries with the same debt in 1984, the one with a bigger
borrowing in US dollars will most likely register a lower increase in 1985 debt,
assuming the same amount of new borrowings by both countries in 1985.

Table 5. External Debt Outstanding of Asian Developing Countries
(As of the end of 1985)
(million $)

... Data not available.
Sources: World Bank, "World Debt Tables" (December 1986, Draft); and OECD,
"External Debt Statistics" (Paris, 1987).

Table 6. Changes in External Debt Outstanding of
Asian Developing Countries

Sources: OBCD, Financing and External Debt of Developing Countries,
1985 Survey (Paris, 1986); and OECD, External Debt Statistics
(Paris, 1987).

14.
The depreciation of the US dollar had an impact not only on the
external debt outstanding, but also on the debt service payment, since for
reporting purposes both are expressed in US dollars. The size of the impact
depends critically on the currency composition of debt outstanding and debt
service payments. Data on currency composition, however, are available only for
public long-term debt. The share of US dollar debt in total long-term debt of
nine ADCs (see Appendix 7) was 53 per cent and those of yen debt and Deutsche
mark debt were 16 per cent and 4 per cent respectively. The share of yen debt
was particularly high in Thailand (28 per cent) and Indonesia (24 per cent),
while the share of US dollar debt was high in the Republic of Korea (65 per
cent).
15.
External public debt outstanding of ADCs has increased approximately
by 8 per cent in 1985 and 7 per cent in 1986, due only to the US dollar
depreciation assuming that the currency composition remained at the same level.
Total debt might have increased at a slower rate11 since the share of US dollar
debt in private non-guaranteed debt and short-term debt is believed to be much
higher than that in public debt.
16.
There have been scan changes in the external debt structure of ADCs
in recent years. The share of short-term debt decreased from 21 per cent in 1980
to 14 per cent in 1985 (see Table 7). It was the NICs followed by the Southeast
Asian
countries
that
significantly
reduced
their
share
of
short-term
liabilities. Nevertheless, the share of short-term debt in the NIC total debt
still stood at 23 per cent in 1985, compared with 18 per cent for Southeast Asia
and only 5 per cent for South Asia. Conversely, the share of long-term debt in
the ADC total debt increased from 76 per cent to 81 per cent during the same
period. Of the NIC debt 74 per cent was long-term, compared with 80 per cent and
85 per cent for Southeast Asia and South Asia, respectively.
17.
The share of IMF credit also increased; however, this was mostly due
to the significant increase in South Asia's use of IMF credit, from 4 per cent
in 1980 to 10 per cent in 1985.
18.
Table 8 shows the debt outstanding of ADCs by source. One half of
ADC external debt is owed to international banks. Bilateral official development
assistance (ODA), trade credit and multilateral institutions account for 12-15
per cent each.
19.
Borrowing from international banks is the predominant type in the
NICs. The share of this source reached 73 per cent in 1985. On the other hand
bilateral ODA constitutes only 4 per cent of external debt in the NICs. In
Southeast Asian countries about one-half of external debt is from international
banks, while bilateral ODA, trade credit and multilateral institutions claim a
little over 10 per cent each of total debt. In contrast, the leading sources of
credit for South Asia are the multilateral institutions. In particular,
multilateral institutions account for 75 per cent and 42 per cent of the debts
of Nepal and Bangladesh, respectively. Bilateral ODA is also an important.

11

Approximately 7 per cent in 1985 and 6 per cent in 1986.

source in South Asia, occupying more than 35 per cent of external debt in
Bangladesh, BLime, Pakistan and Sri Lanka.

Table 7. Structure of External Debt Outstanding; 1980 and 1985
(Per Cent)

Source: World Bank, “World Bank Tables” (December 1986, Draft).

20.
It would be interesting to compare the structure of the People's
Republic of China's external debt with that of India, although the debt of the
former ($19 billion) is only a little over one half of that of
the latter ($36
billion). Table 8 shows that the main sources of India's debt are multilateral
institutions (35 per cent) and bilateral ODA (22.7 per cent). It is also the
biggest user of IMF credits (11.6 per cent). On the other hand, the People's
Republic of China relied mostly on international banks (54.9 per cent) and trade
credit (26.7 per cent). Its borrowing pattern in fact is more similar to
Southeast Asian than to South Asian countries. Hence, the People's Republic of
China's debt servicing burden relative to its total debt will be heavier than
that of India.
21.
The external debt situation of ADCs assessed by various external debt
indicators worsened in 1985. Both the external debt outstanding and debt service
payment increased significantly. On the other hand, export earnings and GNP in
US dollar terms declined, thus aggravating the external debt indicators.
According to OECD data, debt outstanding to GNP ratio increased from 26 per cent
in 1984 to 31 per cent in 1985. The debt outstanding to exports jumped from 124
per cent

Table 8. Outstanding Debt of Asian Developing Countries, by Source
(As of the end of December 1985: Per Cent)

Source: OECD, External Debt Statistics (1987).
to 149 per cent during the same period. According to World Bank data,12 the debt
service ratio increased from 11 per cent to 16 per cent and interest service
ratio increased from 8 per cent to 9 per cent. However, it should be noted that
these ratios are still lower than the averages of all developing countries (see
Table 9), implying that the debt situation in Asia is relatively better than in
other regions.
22.
A declining trend in net transfer has been a matter of concern.
Net transfers13 to ADCs from long-term external debt continued
12

OECD data regarding debt service ratio and interest service ratio are not
available.
13

Net transfer = disbursement - amortization - interest payment.

Table 9. External Debt Indicators of Asian Developing Countries
(averages: per cent)

... Data not available.
Sources: OECD, Financing and External Debt of Developing Countries,
1985 Survey (Paris, 1986); and OECD, External Debt statistics
Paris, 1981).
to decrease from a high of $9.8 billion in 1982, to $9.0 billion in 1983, $6.7
billion in 1984 and $2.2 billion in 198514 (see Table 10). Loan disbursements
have increased in nominal terms during the same period, but debt service
payments grew much faster, thereby reducing the size of net transfers. The
effect, however, varied among country groups and among individual countries.
Southeast Asia was the most affected group, with net transfers declining from
$3.8 billion in 1981 to negative net transfers in 1985; only Thailand had
substantial positive net transfers of almost $1 billion in 1985; debt service
actually exceeded debt disbursement by over $0.5 billion each in Indonesia and
Malaysia while the Philippines had negligible net transfers. The NICs' net
transfers declined from $1.2 billion in 1981 to just over $100 million in 1985;
only the Republic of Korea had significant positive net transfers. On the other
hand, South Asian countries except Pakistan continued to have positive net
14

1985 data do not include net transfers to the People's Republic of China.

transfers. India's net transfers in fact increased by 50 per cent to over $1.5
billion in 1985.

Table 10. Trend in Net Transfers from Long-Term External Debt
(US $ Million)

Source: World Bank, "World Debt Tables" (December 1986, Draft).

23.
A bright aspect in regard to the external debt situation in ADCs can
be found in the average terms of new loan commitments. The average interest rate
for new commitments to all ADCs declined from 7.9 per cent in 1984 to 7.4 per
cent in 1985 and average grace period increased from 5.9 years to 7.5 years.
Average maturity, however, increased only marginally from 19 years to 19.6
years. These terms for ADCs compare very favorably with the terms for all
developing countries (see Table 11). The comparative advantage accrues mainly to
some South Asian countries which were able to borrow a large portion of their
debt at concessional terms.

Table 11. Average Terms of New Commitments of All Creditors
(average of Asian Developing Countries)

Source: World Bank, "World Debt Tables" (December 1986, Draft).

IV. EXTERNAL DEBT SITUATION IN INDIVIDUAL ASIAN DEVELOPING COUNTRIES
24.
The previous chapter reviewed the external debt situation in the
ADCs as a group, while this chapter reviews the situation in the individual
ADCS, presented by the decreasing order of total external debt. Supporting data
are given in Table 12 and Appendix Tables 1-8.
25.
The Republic of Korea is the largest debtor in Asia, its debt
outstanding being $57.5 billion at the end of 1985.15 Its huge debt, however,
does not invoke a serious concern since its exports have been increasing rapidly
in recent years. Owing to the unprecedented surplus of around $5 billion in its
current account in 1986, it was able to reduce its external debt by $2 billion
in 1986.16
26.
Indonesia is the second largest debtor amng ADCS, its debt reaching
$37.1 billion at the end of 1985. Its 1985 debt service payments increased by
about $0.5 billion, while export earnings decreased due mainly to the lower oil
prices, thus pushing up the debt service ratio to 25 per cent. According to the
World Bank's projection,17 the debt-service ratio will rise to 28 per cent in
1986 and remin above 20 per cent level until 1990, though with a declining
trend.
27.
India effectively controlled inflows of foreign capital throughout
the 1960s and 1970s. Due to a prudent policy towards external resources, the
external debt situation improved significantly in the late 1970s. In the early
1980s, however, India started to borrow more from abroad. Its external debt
increased gradually during 1981-1984, then accelerated by 20.7 per cent in 1985,
which is a faster rate than the average rate of 15.3 per cent for all ADCs in
the same

15

The conmnly quoted debt outstanding for the country is $48 billion at the end
of 1985, which is similar to World Bank data. The difference between OEM data
and World Bank data is not well explained.
16

Source:
AP-Di, 8 January 1987.
Data from the Bank for
International Settlemnt show that the Republic of Korea reduced borrowings from
international banks by $0.4 billion during the first half of 1986 (see BIS, The
Maturity Distribution of International
Bank
Lending,
Second
Half
of
1986,
Basle, Switzerland).
17

World Bank, Indonesia: Adjusting to lower Oil Revenues (May 1986), p- 41.

year. Although its debt outstanding is only 20 per cent of GNP, it is over 2.5
times its exports and the debt-service ratio is close to 20 per cent (see Table
12). India will have to monitor its debt carefully to avoid further
deterioration of its external debt situation.
28.
The external debt of the Philippines reached $28 billion at the end
of 1985. The ratio of debt outstanding to GNP (88 per cent in 1985) and that of
debt outstanding to exports (361 per cent in 1985) were quite high.
According to OECD data, the debt-service ratio declined from 39 per cent in 1983
to 30 per cent in 1984 and the interest service ratio also declined from 25 per
cent to 22 per cent during the same period; however, these changes were due
mainly to a unilateral moratorium on debt payments by the country beginning the
fourth quarter of 1983, followed by a rescheduling of close to $1 billion
bilateral official loans by the Paris Club in 1984. Over $5.8 billion of
commercial bank debts were also rescheduled in 1985. Nevertheless, the country's
debt situation continued to be uncomfortable due to depressed export earnings
which have continued to decline since 1982. The second reacheduling of bilateral
official loans was allowed by the Paris Club in January 1987, while the second
rescheduling of commercial bank debt is under negotiation between the government
and creditor banks.
29.
Malaysia's external debt situation was relatively comfortable in
1984 compared with other highly indebted ADCs; its debt-service ratio in 1984
was 10.6 per cent according to OECD data. The debt-service ratio for 1985 is not
available in the OECD data, but World Bank data show that it increased from 7.8
per cent in 1984 to 22.3 per cent in 1985. This sudden increase is partly caused
by the decline in its exports of goods and services and partly by the increase
in its debt service payments. The debt-service ratio is projected to decline to
less than 20 per cent in 1986, but it will still be much higher than the level
in 1984.
30.
Judging from the debt service and interest service ratios (6.9 per
cent and 3.3 per cent respectively in 1984), the People's Republic of China's
debt situation appears very comfortable. However, its debt increased rapidly in
recent years: 35 per cent in 1984 and 49 per cent in 1985. Although its $19.5
billion debt at the end of 1985 is only 65 per cent of its exports and 7 per
cent of its GNP, the rate at which the debt is increasing deserves attention
(see Table 12). International banks are the major sources of the country's debt
(see Table 8). In the first half of 1986, however, the country reduced its
commercial bank debts by $1.7 billion.18

18

Bank for International Settlements, The Maturity Distribution of
International
Bank Lending, Second Half of 1986,(Basle, Switzerland).

31.
After growing rapidly in 1983, Thailand’s external debt slowed down
in 1984-1985. Thailand has the smallest external debt among the four Southeast
Asian countries considered in the study. However, its high debt-service ratio,
which reached 26.4 per cent in 1984 (OECD data), is a matter of concern. The
external debt situation might have improved in 1986 as Thailand recorded an
external current account surplus owing to the lower oil price and increased
exports.
32.
Pakistan renegotiated part of its multilateral debt in 1981. The
debt situation continued to deteriorate in recent years. The debt service ratio
reached 30 per cent in 1995 from 27.5 per centin 1984 and debt outstanding
reached 3.9 times its exports. The problem continued to be sluggish exports
rather than increased debt service payments. Although its exports increased by 5
per cent in 1985, it was still lower than that of 1983.
33.
Taipei, China was able to reduce its external debt in 1984 and 1985.
Its debt ($9.1 billion) is a fraction of its foreign exchange reserves which
reached $50 billion at the end of 1986. Therefore, external debt is not a
problem in the country.
34.
The external debt situation of Sri Lanka deteriorated in 1985 due
mainly to the decline in its export earnings: debt outstanding increased from
191 per cent of exports in 1984 to 241 per cent in 1985. The ratio of debt
outstanding to GNP reached 68 per cent in 1985 and the debt-service ratio is
close to 20 per cent, implying that debt situation in Sri Lanka needs to be
watched carefully in the future.
35.
The external debt of Bangladesh is composed mostly of borrowings
from multilateral institutions and bilateral ODA (see Table 8). Thus, the
average interest rates of new commitments are quite low: around 1-2 per cent per
annum. Nevertheless, Bangladesh experienced deterioration in its debt situation:
external debt outstanding at the end of 1985 was 5.3 times its exports, the
debt-service ratio was close to 20 per cent and interest service ratio was
around 7 per cent. Debt management will assume greater importance in Bangladesh
in the coming years.
36.
Burma's external debt increased by 30 per cent in 1985, reaching
$3.9 billion at the end of 1985. Burma’s external debt situation is particularly
uncomfortable: it has the highest debt/exports ratio (=1020 per cent) among ADCs
in 1985 and it had to use 50 per cent of its export earnings to service its
debt. The wain problem has been declining exports, which decreased by 39 per
cent in nominal terms during 1982-1985. Unless Burma improves its export
performance, the country may be forced to cut back on its external assistance
which in recent years had become a major source of imports.
37.
In summary, the Philippines continued to have difficulty in
servicing its debt; the debt servicing burden deteriorated and became more
uncomfortable in Burma and Pakistan; thus, the debt situation in these countries
deserves careful monitoring and management. The situations are less precarious,
though debt management may assume greater importance in the coming years, in
Bangladesh and Sri Lanka. On the other hand, the Republic of Korea, the most
heavily indebted country in developing Asia, has improved its situation and has
even managed to reduce significantly its external debt.

V. HIGHLIGHT OF FINDINGS

37.
The external debt of developing countries continued to grow, passing
the one trillion dollar threshold in 1985. The abrupt depreciation of the US
dollar had the effect of boosting the external debt figures measured in US
dollars. The external debt of developing countries increased by 11.4 per cent in
1985, which is higher than in 1983-1984. However, if the effect of the dollar
depreciation is excluded, the growth rate in 1985 is similar to that in 19831984.
38.
Several indicators point to a further deterioration of the external
debt situation in developing countries in 1985. This was caused by sluggish
exports, slower growth in GDP, and increase in debt and debt service payment
partly due to the US dollar depreciation. However, one bright aspect is that the
average terms for new commitments continued to improve as international interest
rates declined.
39.
In 1985 the Asian developing countries experienced much faster
growth in their external debt relative to all developing countries. This is
partly due to the fact that ADCs were less affected by debt-servicing
difficulties and so they were in a better position to borrow from the
international capital markets. In contrast to the rapid increase in external
debt in ADCs, exports and GNP in US dollar terms decreased, thereby aggravating
the debt servicing situation in some ADCS.
40.
Among 14 ADCs the external debt increase in current dollar term in
1985 was the highest in Republic of Korea, People's Republic of China and India
and the growth rate was most rapid in People's Republic of China, Burma and
Nepal. The debt-service ratio in 1985 was particularly high in Burma and
Pakistan; interest service ratio was high in Burma and Philippines; the debt to
export ratio was high in Burma and Bangladesh; and the ratio of debt to GNP was
high in Philippines and Malaysia.
41.
Although comprehensive data for 1986 are not available, there are
indications that the ADCs' external borrowings from international banks
decelerated significantly during January-September 1986.19 Also, total exports
of ADCs increased in 1986,20 in contrast to a 2.8 per cent decline in 1985.
Furthermre, nominal interest rates were lower in 1986 than in 1985. In all
likelihood, these factors might have exerted scan favorable impact on the
external debt situation in ADCs in 1986, although the continued depreciation of
US dollar might have boosted further the total external debt figures in US
dollar terms.

19

ADCs' outstanding borrowings from international banks increased by 11.5 per cent in 1985, but it slowed down to
an annual growth rate of 5.4 per cent in January-September 1986 (see Appendix Table 8).
20

Exact figure is not available yet.

Appendix 8

External Liabilities of Asian Developing Countries
to International Banks
(In Million $)

a/

Breaks in series in DeceniDer 1985 due to increased reporting coverage.

Source: Bank for International Settlement, International Banking Developments,
Third Quarter 1986 (January 1987).

GLOSSARY

The total external debt of a country is defined as the sum of its
liabilities to non-residents payable in foreign currency, goods or services.
This conventional definition excludes debt arising from military transactions.
Until lately, liabilities to IMF were excluded also (except debt from the IMF
Trust Fund which was included). The data cited in this paper already include use
of IMF credit. External debt is a stock measure, usually as of the end of the
year (or beginning of the following year) , expressed in US dollars. Also,
unless stated otherwise, external debt estimates cover disbursed amounts only,
i.e. external debt outstanding and disbursed (DOD). In addition to DOD, World
Bank publications also show external debt outstanding including undisbursed
commitments.
External debt is compiled in several ways, such as according to
maturity, types of creditors or types of debtors. Thus, all debt with original
maturity of up to and including one year is classified short-term; the rest is
medium and long-term or simply long-term. Creditors (and debt owed to them) are
classified as official or private. The sources of official external debt are
bilateral (i.e., government) and multilateral (e.g. ADB and World Bank) lending
agencies. Bilateral credits are those given by governments as well as those
administered by multilateral agencies on behalf of a single government providing
aid.
Loans from private creditors include suppliers credits and loans
from the international financial markets, viz. bond issues and commercial bank
loans.
As for classifying external debt by type of borrower, the World Bank
labels as public and/or publicly guaranteed debt the debt of a country's central
government and other public bodies, as well as that portion of private sector
debt which is guaranteed for payment by a public body; the rest is called
private non-guaranteeed debt.
The inflow of credits to a country over one year is called
disbursements. The reverse (out)flow, comprising amortization (or principal
repayments) and interest payments, is called total debt service or simply debt
service. Net transfers equal disbursements minus debt service. The World Bank
also uses the term net flows, defined as disbursements minus principal
repayments, which is therefore bigger than net transfers (the difference being
interest payments).
The debt-service ratio (DSR) is debt service divided by exports of
goods and services (XGS) wherein the numerator and denominator are flows during
the same year. The interest service ratio (ISR) is interest payments divided by
XGS.
Using exports of goods only as denominator,
occasionally do, will result in higher DSR and ISR.

as

some

reports

Likewise, the debt service used in computing DSR may vary among
sources and authors, usually depending on data availability. The World Bank's
World Debt Tables presents two total debt service estimates, one which includes
debt service on long-term public and/or publicly guaranteed external debt only,
and another which also includes, when available, debt service on private nonguaranteed debt. (This paper uses the latter when available). OECD uses the
amortization and interest payments on long-term external debt plus interest
payments on short-term external debt. (Ideally, the amortization on short-term
debt should be included also; however, this is not available at the moment and
it is conceivably difficult to estimate in view of the complicated nature of
short-term credit terms, e.g. revolving credits, roll-over arrangements.)

