FAQ
THE EFFECT OF THE HIPC INITIATIVE ON HEAVILY INDEBTED POOR
COUNTRIES

Countries have been participating in the Heavily Indebted Poor Countries
Initiative (HIPC) since 1996 with the goal of bringing their respective debts to
“sustainable” levels (a sustainable debt is one in which a country has no difficulties with
consistently making timely payments), as well as receiving a large amount of debt relief.
To date, 22 of the 41 countries who have embarked on HIPC have reached Completion
Point.

But what happens to those countries after they’ve qualified for relief? What
happens after Completion Point? There are different results for each different country,
and the complexities of deciding whether a country has “successfully” or
“unsuccessfully” completed HIPC are vast and numerous. The following information is
meant to offer a general overview of a handful of post-HIPC countries and to highlight
some comparative facts and general comparative indicators of previous results of HIPC.
This is not an analysis of the program’s effects on the following countries.

UGANDA: . , ‘

e Entered HIPC in 1997~ with $1.9 billion in debt.

e Completed HIPC in 2000 and received $347 million u’ J
in debt relief, a reduction of approximately 20% of xll 7
the total debt.?

e Uganda was the first country to enter HIPC.*

e Asof 2003, 13 of Uganda’s creditors had not yet
agreed to provide HIPC debt relief to the country.’

e Asof 2006, Uganda remains reliant on donor support
to finance its current account deficit, and is vulnerable to “macroeconomic shocks
and imprudent debt management.”®

e Since reaching Completion Point, Uganda has borrowed roughly $1.5 billion from
multilateral creditors. This has raised the net present value of debt to export ratio
to 305% which is more than double the HIPC debt sustainability threshold.’

e According to a 2006 evaluation, “Uganda’s debt service payment continues to be
manageable, reflecting the delivery of HIPC assistance as well as the fact that most
of Uganda’s debt has been contracted on concessional terms.”®

e For more information on post-HIPC Uganda, see the IEG Report, as well as the
World Bank Uganda page.

ZAMBIA:
e Entered HIPC in 2000 with $6.5 billion in debt.’ TN
e Completed HIPC in 2005 and received $3.8 billion in
debt relief, to be dispersed between now and 2022.*
e Zambia’s delays in reaching Completion Point were —_—
partially due to opposition to certain structural
reforms (i.e. Zambia was required to privatize the
Zambia National Commercial Bank despite zambta



MALAWI:

presidential, civil society, media and parliamentary opposition).**

In 2006, Zambia was able to allocate 30% of its total budget toward social sector
needs, such as recruiting personnel in education and health sectors, infrastructure
development, purchase of drugs, and provision of food supplements particularly for
those with HIV/AIDS.*

Zambia would have been servicing debts in amounts of $450-$650 million per year
if it did not qualify for HIPC. Since completing HIPC, Zambia’s average debt
service payments each year has been between $100-150 million.™

Though most post-HIPC relief comes in the form of reduced debt service payments,
poor terms of trade at the international level forces Zambia to continue to borrow
money in order finance a budget deficit."*

For more information on HIPC in regards to Zambia, see Jubilee Zambia and the
IMF Zambia page.

Entered HIPC in 2000 with more than $3 billion in
debt.’

Completed HIPC in 2006 and received $3.1 billion in
debt relief (approx. 90% debt cancellation).™
Malawi’s delays in reaching Completion Point were
partially due to government “overspending” on
importing grain in order to feed its people during the
2003 famine which hit Malawi after the country
decided to sell their grain reserves. This caused
Malawi to go “off-track” of its HIPC plan.*’

By the time Malawi reached Completion Point four years later than expected, it had
paid $440 million in debt repayments.

Prior to Completion Point, Malawi was paying $60 million in annual debt
repayments. Currently, Malawi is paying $5 million in annual repayments.'® Debt
servicing now accounts for 41% of the national budget.™

Between 2006 and 2025, Malawi is expected to save roughly $110 million in debt
service payments.”

It is estimated that Malawi needs 21% of the national budget to sustain the
countries educational, health and agricultural systems. HIPC resources account for
more than half of that 21%.%

For more information on Malawi, see the Jubilee Debt Campaign Malawi, the
Jubilee Malawi Research page, as well as the IMF Malawi page.

SIERRA LEONE:

Entered HIPC in 2002 with $1.7 billion in debt.?
Completed HIPC in 2006 and received $1.6 billion in

debt relief.” -

From 2002-2006, Sierra Leone paid $76 billion in .

debt service. This amounts to $15 per person.?* In Sierra Leone

2006, the average person in Sierra Leone earned ﬁ

roughly $0.56 a day.?



e  One of the conditions of Sierra Leone’s debt relief was the controversial
privatization of roughly 24 enterprises, including public utilities such as water,
electricity, and telecommunications.

e Sierra Leone has been the last country to obtain Completion Point under HIPC as
of 2007. To keep updated on the effects HIPC will have on Sierra Leone over the
next few years, see the Jubilee Debt Campaign, as well as the IMF Sierra Leone

page.

Countries Involved in the HIPC Initiative:?’

Completed HIPC

Have been approved for

Not yet approved for

HIPC HIPC
Benin Burundi Central African Republic
Bolivia Chad Comoros
Burkina Faso Democratic Republic of Cote d’lvoire
Congo
Cameroon Republic of Congo Eritrea
Ethiopia The Gambia Kyrgyz Republic
Ghana Guinea Liberia
Guyana Guinea-Bissau Nepal
Honduras Haiti Somalia
Madagascar Sudan
Malawi Togo
Mali
Mauritania
Mozambique
Nicaragua
Niger
Rwanda
Sao Tome Principe
Senegal
Sierra Leone
Tanzania
Uganda
Zambia
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