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Adjustment programs. See Structural
adjustment programs; Stabilization
programs

African nations, 1, 266, 277, 315
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Arab nations, loans to, 227. See also
specific country

Argentina: Austral plan, 38, 46, 47t, 264,
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flight from, 41, 43; central bank
borrowing, 43—44; corruption in, 68;
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37-47, 233; deficits in, 37-38, 46;
devaluations and, 44—45; economic
performance in, 4t; economic policies
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fiscal policies of, 4647, 50; IMF and,
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and, 37-43; 4647, 283; interest rates
and, 46; investment rates in, 49;
middle-class and, 215; politics in, 37,
50, 273; price levels and, 46-47;
private sector confidence in, 268;
resource transfers of, 18; stabilization
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49; taxes in, 37

Australia, standard of living in, 38

Authoritarian governments, 270, 273

Baker Plan, 93, 193, 253

Banks. See Central banks; Commercial
banks

Baring panic (1890), 38
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Bolivia: capital flight from, 67—-68; class
conflicts in, 58, 62-63; cocaine
industry in, 68; commodities and, 19,
68; cotton boom in, 68; debt and, 3,
57-79; deficits and, 73; devaluations
and, 67, 258; economic development
in, 60-65, 78—79; economic
performance, 4t; employment, 78;
exchange rate and, 67, 72-73; exports
of, 60-62, 67-68; fiscal policies of,
213-14; GDP growth, 67; government
revenues, 69-73, 76-77; income
distribution, 58-59, 63, 65, 79;
inflation and, 27, 57, 64-65, 69, 71-76;
interest rates and, 69; labor and, 69;
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printing, 69, 71-72; politics in, 12, 57~
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Bolivian Revolution, 62

Bonds: bank loans vs., 247; exit, 316;
global returns on, 229-30; 1920s
yields, 240; nominal returns on, 228;
pricing of, 240-42

Brazil: bank exposure to, 11; Citicorp
and, 8; creditworthiness, 50, 84;
Cruzado plan, 85-87, 91, 213, 273;
debt and, 3, 81-98; default of, 265,
267, 314; deficits of, 22, 83, 87, 88-90,
112-13; devaluations and, 83-84;
economic development in, 81, 92-93;
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rates and, 21, 83, 98t; exports and, 81—
82, 85, 90-92, 114; fiscal policies in,
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96t; growth rates, 94t; IMF and, 84—
85, 279; import substitution and, 90—
92; inflation and, 22, 81, 85-90; oil
revenues, 82; political cycles, 273;
resource transfers of, 18, 81; savings
in, 96t; shocks and, 82—85, 90; terms
of trade, 98t

Budget deficits, 6, 18—19, 29-31, 47. See
also specific country

Business cycle, political cycles and, 272

Business-government relations,
adjustment programs and, 268

Canada, standard of livnig in, 38

Capital flight, 319; central banks and,
12—13; debt maturity structure and,
115; determination of, 44; exchange
rates and, 13, 101; mechanics of, 12—
13; 1980-81, 9; overvaluations and,
251; taxes and, 317; through trade
invoice faking, 152. See also specific
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Capital flows, 257, 285-98, 300

Capital formation, 1, 92. See also Capital
markets
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Capital markets: access to, 242, 314;
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Central European nations, 3, 239
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Colombia, 215-16, 271, 314
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of, 314; bargaining power, 291-92;
collective action by, 267, 291, 316;
conditionality and, 275, 278; debt
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also Debt; Loans
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government revenues and, 266; long-
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5, 17, 250, 302-3

Conditionality, 29-31, 27584

Consumption, 47-50, 315

Continental economy, 81

Creditor countries, resource transfers to,
301. See also Industrial countries;
specific country

Creditworthiness, 28687, 306—7. Sce
also specific country

Currency, 12, 14, 86, 319. See also
Eurocurrency market; Foreign
exchange

Current account: adjustment packages
and, 259; components of, 300;
equilibrium in, 251; financing gap in,
217-20, 301; interest rates and, 308;
market access and, 303; stabilization
programs and, 249-50

Debt: annual growth rates and, 82; buy
backs of, 295-96; of central banks, 13;
commodity swaps for, 318; cycle of,
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3, 7-9, 313: GNP ratio to, 286; interest
capitalization and, 319-20; internal vs.
external, 295; as marginal tax, 28;
market value of, 316; maturity
structure of, 115; overhand of, 279,
281; private insurance and, 317; relief
from, 5-6, 22-28, 233, 264, 297,
repudiation of, 267; secondary markets
for, 317-18; self-financing, 218;
socialization of, 13; stock of, 245. See
also Commercial banks; Loans;
specific country

Debt crisis: adjustment to, 17-22;
commodity prices and, 19, 217, 303,
309; conditionality and, 275-84; debt
relief and, 22-29, 321; debt structure
and, 318; deficits and, 112-13;
definition of, 232; economic
development and, 1; economic policies
and, 6; exchange rates and, 6, 116-17,
251; fiscal policies and, 11, 212-17;
global economy and, 3-5, 299-311;
history of, 225-32; import dependence
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and, 206; income and, 1-2; interest
rates and, 217-20, 302; interpretations
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17, 113, 213-14, 217-20, 250-51, 301-
2; politics of, 12, 212-17, 263-74, 315;
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306-10, 313-23; third-party rescues
and, 232-34; trade policies and, 13-17

Debtor countries: bargaining power of,
24-25; cartels of, 267;
creditworthiness and, 306; debt burden
in, 314; economic policies of, 10—16;
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of, 11-13; global economy and, 302;
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since 1982 to, 288-92; middle income,
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recessions in, 19; recovery forecasts,
17; resource inflows to, 320; resourcee
transfers from. 313; size of, 24--25,
264-65; strategic significance of, 265~
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policies of, 13-17; U.S. deficits and,
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specific country

Debt service: amelioration of, 117—-18;
creditworthiness and, 26; currency for,
319; current account and, 217-20; debt
overhang and, 279, 281; deficits and,
45:; domestic investment and, 218-19;
economic development and, 19-20, 50;
exports and, 1617, 130, 206; financing
of, 300; foreign exchange for, 113;
import flows and, 164; indexed
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12; interest vs. principal payments,
299; investment returns and, 218;
private loans for, 285-92; reduction in,
6; savings and, 218—19; trade policies
and, 212, 255; trade surplus for, 7, 92;
unenforceability of, 225

Default, 26-27, 230-32, 242-47, 267,
279. See also specific country

Defensive loans, 287-91. See also
Commercial banks; Loans

Deficits: adjustment programs and, 255;
capital flight and, 13; debt crisis and,
112—13; debt service and, 45;
devaluations and, 89; financing of, 12,

18, 142, 160-61, 220; inflation and, 45;
noninterest, 300; terms of trade and,
21. See also Fiscal policies

Demand, 86, 89

Democracies, 216—-17, 271, 313, 315

Depression, effects of, 242

Devaluations, 251; adjustment programs
and, 252, 255, 258; deficits and, 89;
exports and, 20; import compressions
and, 164; inflation and, 252, 282; labor
and, 269; price elasticities and, 91;
tariff reforms and, 253; trade policies
and, 206, 255. See also specific country

Developing countries: borrowing binge
of, 250; devaluations and, 251; growth
rates of, 93; imports and, 163; middle
income, 1; public expenditures in, 252;
repayment histories of, 230-31. See
also Debtor countries; specific country

Direct foreign investment. See Foreign
direct investment

Disinflation, management of, 88

Dollar: commodity prices and, 309;
confidence in, 306; debt-equity swaps
and, 319; exchange rates pegged to,
76; inflation and, 31-32; interest rates
and, 308; loans denominated in, 20-21

Domestic investment, 47-50, 218-19;
budget surpluses for, 16; external
accumulation and, 129; infrastructure
and, 176; intermediate imports for,
163

East Asian nations, 1, 14, 282. See also
specific country

Eastern European nations, default of,
227

Eastern Mediterranean nations, default
of, 227

Economic development, 130-31;
adjustment programs and, 253-59;
debt crisis and, 1; debt service and,
19--20; government and, 16, 47; human
capital investment and, 79; imports
and, 91, 206; investment and, 218;
outward-oriented policies, 254;
regulations and, 5; sociopolitical
obstacles to, 78—79; state’s role in,
63-64; U.S. fiscal policies and, 308

Economic policies, 50, 87, 263-74

Ecuador, oil exports of, 266

Egypt, strategic importance of, 264
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Employment, 250, 253, 256-58. Sce also
Human capital; Labor

Eurocurrency market, 7, 82, 91. See also
Currency; Foreign exchange

Europe, net exports of, 307. See also
Central European nations; Eastern
European nations; specific country

Exchange rates: black market, 45, 74;
capital flight and, 13, 101; debt crisis
and, 6, 116—17, 251; devaluations and,
252-53; export vs. import-competing
goods, 14; fiscal policies and, 117, 259;
inflation and, 15, 84, 255; overvalued,
15; pegged to dollar, 76; protectionism
and, 111

Exit bonds, 316. See also Bonds

Exports: adjustment programs and, 138;
bias against, 6; debt service and, 16—
17, 130-31, 206; devaluations and, 20;
diversification of, 118; economic
development and, 19-20; growth of,
313; implicit tax on, 14; interest rates
and, 7, 305; manufactured, 3;
promotion of, 253-54; ratios of debt
to, 1, 3, 7-9, 313; stimulation of, 16;
underinvoicing of, 44. See also Trade;
specific country

Extended Fund Facility (EFF), 280

External shocks, 5; adjustment to, 17—
22; capital supply as, 84-86; oil prices
as, 130, 161, 172, 174, 196; price levels
and, 20: role of, 7-8. See also Interest
rates

Federal Reserve Act, 240

Fiscal policies, 11, 50, 117, 21217, 259.
See also Economic policies; specific
country

Foreign aid. concessional, 265

Foreign direct investment, 5, 293

Foreign exchange, 14, 294, 319. See also
Currency; Eurocurrency market

Foreign lending (1920-55), 237-48

France, Africa and, 266

Global economy, 3-5, 31-32, 250, 299—
311

Government revenues: commodity
exports and, 266; inflation and, 19, 72;
political considerations and, 213-16.
See also Taxes; specific country

Human capital, economic development
and, 79
Hyperinflation. See Inflation.

IDDC. See International Debt Discount
Corporation

IMF. See International Monetary Fund

Imports: adjustment programs and, 252;
competition for, 14; economic
development and, 91, 206;
overinvoicing of, 44; underinvoicing
of, 152. See also Trade; specific
country

Income: adjustment programs and, 253;
debt crisis and, 1-2; government
redistribution of, 215; stabilization
programs and, 250. See also specific
country

Indonesia: agricultural sector and, 103,
105-6, 109, 118; balanced budget of,
103, 106; creditworthiness of, 112;
debt and, 3, 111-15; devaluations and,
108, 110; economic performance in, 4t;
economic policies in, 101-19;
exchange rates and, 101-2, 104, 108,
116-17; exports of, 103-5, 108, 114,
118, 266; external shocks and, 101,
107; fiscal system of, 105-6; GDP-
export ratio in, 103; GNP-export ratio
in, 114; government revenues of, 105—
6; growth rates of, 112; inflation and,
102, 108-9; monetary policies of, 106—
8; official assistance to, 112; oil
exports of, 108, 266; politics in, 102-5;
resource transfers of, 18; trade policies
of, 14-15, 111

Industrial countries, 8, 250. See also
Creditor countries; specific country

Infant industries, 133-34, 220

Inflation: capital markets and, 45;
commodity prices and, 309; currency
weaknesses and, 13; debt maturity
and, 302; debt service effects and, 12;
deficits and, 19, 45, 47; demand and,
86, 89; devaluations and, 252, 258;
dollar’s value and, 31-32; exchange
rates and, 15, 84, 255; government
revenues and, 19, 72; hyperinflation,
57, 74, 86; interest rates and, 21, 46;
liberalization programs and, 282;
monetary policies and, 308;
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neoclassical approach to, 86;
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Prices; specific country

Infrastructure, 20, 176

Insurance markets, 317

Interest groups, public policies and,
267-73

Interest payments. See Debt service

Interest rates: adjustment programs and,
252; bonds and, 18; capital formation
and, 92; capitalization and, 319-20;
commodity prices and, 209;
creditworthiness and, 307; current
account and, 308; debt crisis and, 217,
250, 301-2; debt-export ratio and, 93;
debt-GNP ratio and, 286; decline of,
313; demand and, 89; dollar and, 308;
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305-6; global economy and, 5;
inflation and, 21, 46; internal vs.
external debt, 295; investment and,
218; money supply and, 89;
remonetization and, 86; trends in, 32;
U.S. monetary policies and, 305

Inter-Government Group on Indonesia
(IGGD, 112

Intermediate inputs, imports of, 163

International Debt Discount Corporation
(IDDC), 28-29, 320-22
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253, 305; Brazil and, 84-85, 279; debt
and, 233, 279; financial workout
packages, 10; as lender of last resort,
276; Mexico and, 24, 147; negotiation
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and, 186; program successes, 280;
strategic concerns of, 265; Turkey and,
197-98, 201, 208; world outlook of
306-7

Investments. See Domestic investment;
Foreign direct investment

Iran-Iraq conflicts, 15, 201, 207

Japan, 130, 307

Korea. See South Korea
Korean War, 122, 136

Labor, 130-31, 163, 268-69. See also
Employment; Human Capital

Latin America: banking collapse in, 21;
currency black markets in, 14; GDP
per capita, 250; IMF failures in, 280;
imports substitution in, 254; income
inequalities in, 11-12; inflation and, 1,
3, 282; interest payments and, 253;
new loans to, 288-89; 1920s loans to,
239; populist politics in, 58; portfolio
lending to, 245-46; resource transfers
to, 301; taxation in, 214—15; trade
surpluses of, 253; U.S. and, 308, 315.
See also specific country

League of Nations, 239

Leftist governments, business climate
and, 268

Liberalization, inflation and, 282

Liberty Loan campaign, 240

Loans: bonds, 227, 247; for budget
deficits, 18; conditionality and, 275-
84; cutoff of, 18-19, 296; debt
conversions and, 292-96; debt service
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dollar-denominated, 20-21; export
growth ratios and, 7-9; floating rates
on, 172; free-rider problem and, 291;
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involuntary, 10, 304; 1973-79, 9; 1979~
81, 6, 8—11; since 1982, 288; post—
World Wars 1 and 11, 242—46; returns
on, 227-30; structural adjustment
using, 138; waves of, 226-27. See also
Bonds; Debt; Commercial banks

Macroeconomy. See Global economy

Mexican revolution, 227, 233

Mexico: agricultural sector and, 142—44;
bank exposure to, 11; capital
accumulation in, 142; capital flight
from, 146-47, 151-52; commodities
and, 19; current account and, 146-47,
151; debt and, 3, 115, 141-65, 233,
264; deficits and, 112-13, 142, 145-46,
151, 155, 160-62; devaluations and,
161, 258; economic development and,
141-45; economic performance in, 4t;
employment in, 142—-44, 156; exchange
rates and, 142, 146, 161; exports of,
114, 151, 266; fiscal policies of, 144—
45, 213; government revenues, 153;
growth rate of, 141, 147; IMF and, 24,
147; imports and, 156, 159, 163-65;
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153, 161, 266; political cycles, 272;
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Monetary policies, 12; exchange rate
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countries, 8; inflation and, 305. See
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Money supply, 12, 89
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Nigeria, oil exports and, 266
Nominal interest rates. See Interest rates
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185-88; capital flight from, 172, 174,
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177; debt and, 3, 169-89; economic
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economic development in, 16;
economic performance in, 4t; exchange
rates and, 123, 126-27, 132; exports
and, 121, 123, 130-31, 271; external
debt and, 121-39; external shocks and,
136; fiscal policies of, 134-35; five-
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