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ANNEX

Characteristics of Prolonged
Users: Further Details on the

Evidence

This annex provides more details of the analyses
discussed in Chapter 4.

Econometric Evidence on the
Characteristics of Prolonged Users

We estimated a series of probit regressions to ex-
amine whether prolonged users had economic and
institutional characteristics that were different from
“temporary” users. The characteristics considered,
which were drawn from the recent empirical litera-
ture on participation in IMF arrangements, were (i)
per capita GDP; (ii) real GDP growth; (iii) current
account balance (in relation to GDP); (iv) interna-
tional reserves (in months of imports); (v) debt-ser-
vice ratio (measured in relation to exports); (vi)
openness of the economy (measured as the ratio of
the sum of exports and imports to GDP); (vii) pri-
mary exports (as a share of total exports); and (viii)
volatility in the terms of trade (standard deviation of
the terms of trade index).

Two definitions of “prolonged use” were em-
ployed in these exercises—one “fixed” over time,
and the other “dynamic” (i.e., time-specific).2 Using
the fixed definition, which classified a country as a
prolonged user if it had IMF arrangements in 7 out
of any 10-year period during 1971-2000, and entire
sample period average data, we found prolonged use
to be associated with lower levels of international re-
serves, with higher debt-service ratios, and with
lower real GDP growth. There was no statistically
significant difference between prolonged and “tem-

1See, for example, Bird, Hussain, and Joyce (2000); Joyce
(2001); and Barro and Lee (2002).

2Due to data limitations for several users of IMF resources dur-
ing the period covered by the evaluation (1971-2000), a maxi-
mum of only 83 countries were covered in the regressions. Also,
because data for 1971-75 and for 2000 were missing for many
variables for many countries, the annual time series data used
spanned 1976-99. Among users of IMF resources that were ex-
cluded were countries that either did not exist in 1976 or had
missing data for several variables during most of 1976-99.

porary” users with respect to the other characteris-
tics considered (column 1 in Annex Table 3.1).3
When the sample was limited to PRGF-€ligible
countries only, prolonged use was found to be asso-
ciated with higher debt-service ratios and lower
GDP per capita (column 2 in Annex Table 3.1).4

For countries not eligible for the PRGF (i.e., mid-
dle- and high-income users of IMF resources), we
found no statistically significant differences between
prolonged users and “temporary” users for any of
the variables (column 3 in Annex Table 3.1).

Introduction of an ingtitutional variable—quality
of government bureaucracy>—suggested that pro-
longed use was associated with lower quality of gov-
ernment bureaucracy, and that once this factor was
taken into account, the differences in economic char-
acteristics (i.e., growth, international reserves, and
debt-service ratio) were no longer significantly dif-
ferent between prolonged and “temporary” users
(column 4 in Annex Table 3.1).

3The list of distinguishing characteristics here is much shorter
than that reported in Bird, Hussain, and Joyce (2000), in which
the authors found that repeated participation in programs (“recidi-
vism”) was associated with: (i) lower levels of international re-
serves; (ii) larger current account deficits; (iii) lower and less
volatile terms of trade; (iv) larger debt-service ratios; (v) larger
capital outflows; (vi) lower per capitaincome; (vii) lower invest-
ment rates; and (viii) weaker governance. Differences in method-
ology may account for the different results. Bird, Hussain, and
Joyce do not predefine a threshold for “recidivism”; rather they
regress the number of arrangements and the number of program
years on arange of variables using Poisson and negative binomial
models.

4These estimates do not take account of the likely strong endo-
geneity between growth and the likelihood that a country will re-
guest an IMF arrangement—for example, because exogenous
shocks that worsen the balance of payments also harm growth. In
Annex 4, when this endogeneity is taken into account, the nega-
tive association between growth on prolonged use disappears for
PRGF-€ligible countries.

5The institutional variable used is the “Bureaucracy quality”
index calculated by the International Country Risk Guide. It is
designed to provide an indication of the policy environment, es-
pecially the extent to which policy formulation and day-to-day
administrative functions are able to withstand political changes.
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Fixed definition sample averages

Dynamic definition five-year averages

All PRGF  non-PRGF All All PRGF non-PRGF  All
Marginal probabilities 1) 2) 3) 4) (5) 6) U] )]
GDP per capita -0.048 -0.545 -0.039 0.014 0.012 1184  -0.057 -0.078
(1.09) (173  (0.66) (0.26) (0.08) (1.47) (0.33) (0.31)
Real GDP growth -0.058 -0.020 -0.077 -0.031 -0.020 -0.039 -0.021 -0.025
172  (0.42) (1.45) (0.84) (1.29) (1.33) (0.95) (0.93)
Current account balance 0.006 0.024 -0.028 0.013 —-0.008 -0.021  -0.020 -0.045
(0.45) (1.29) 0.71) 0.77) (0.93) (1.50) (1.35) (2.19)**
Foreign reserves -0.070 -0.084 -0.025 -0.063 0.056 0.136 -0.004 0.072
(1.80)*  (1.43) (0.42) (1.50) (2.07)**  (2.75)*** (0.10) (1.44)
Debt-service ratio 0.015 0.024  -0.000 0011 -0.004 -0.006 -0.008 -0.003
(2.16)** (2.10)** (0.03) (1.28) (0.96) 0.72) (1.56) (0.35)
Openness -0.001 0.005  -0.006 0.002 0.001  -0.003 0.007 0.008
(0.34) (1.20) (1.28) (0.76) (0.40) (0.57) (142) (1.53)
Primary exports -0.001 0.001 -0.007 -0.001 0.003  -0.003 0.008 0.008
0.42) (0.20) (1.23) (0.34) (0.63) (0.43) (1.36) (1.09)
Term of trade volatility -0.004 -0005 -0.006 -0.003 -0.009 -0.008 -0.015 0.005
0.72) (0.70) (0.30) (0.66) (1.44) (0.84) (1.54) (0.40)
Lagged GDP per capita -0.000  -0.002 0.000 0.000
(0.25) (1.83)*  (0.50) (0.48)
Lagged real GDP growth -0.015 -0.040 0.000 0.025
(1.10) (1.75)*  (0.02) (1.05)
Lagged current account balance -0.020 0.002 -0.064 -0.076
(2.07)** (0.18) (3.58)*** (3.36)***
Lagged foreign reserves -0.070 -0.153 -0.031 -0.146
(2.57)**  (2.79)*** (0.98) (2.54)**
Lagged debt-service ratio 0.012 0.018 0.010 0.015
(2.91)*** (2.18)** (2.20)**  (2.25)**
Lagged openness -0.003 0.004 -0.010 -0.008
(0.81) 0.72) (196)*  (141)
Lagged primary exports -0.002 0.006 -0.009 -0.008
(0.43) 0.87) (1.40) (0.98)
Lagged terms of trade volatility -0.000 -0.001 0.001  -0.004
(0.08) (0.26) 0.22) (0.54)
Bureaucracy quality -0.231 -0.077
(2.06)** (1.03)
Observations 83 43 35 65 218 105 113 124
Pseudo R-squared 0.14 0.26 0.18 0.13 0.18 0.32 0.29 0.32
p-value 0.0378 0.0302 0.3642 0.2603  0.0000 0.0001 0.0011 0.0000

Sources: IMF, WEO and MONA databases; ICGR database; and IEO calculations
1Bold numbers indicate that the coefficient on the variable is statistically different from zero at the following significance level: 10 percent (*), 5 percent (**), and

1 percent (***).

In order to allow for some dynamics, a second set
of exercises used a period-specific definition of
“prolonged use,” based on five-year average panel
data (columns 5-8 in Annex Table 3.1). A country
was defined to be a prolonged user in a particular
five-year period if it had IMF arrangements in seven
or more years during that and the preceding five-
year period. Prolonged use was found to be strongly
associated with (i) lower international reservesin the

preceding five-year period but higher reservesin the
current five-year period; (ii) lower current account
balances in the preceding five-year period; and
(iii) higher debt service in the preceding five-year
period. No statistically significant difference was
found in the quality of bureaucracy.

When the sample was limited to only PRGF-€ligi-
ble countries, prolonged use was again associated
with lower levels of reserves in the previous period
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Annex Table 3.2. Comparison of Starting Conditions for Groups of

Prolonged and “Temporary” Users
(In percent of GDP, unless otherwise indicated)

Current Overall
Public External account budget Inflation
debt debt balance balance (in percent)
1976-79
Prolonged users 319 37.7 —-6.6 -6.7 23.7
“Temporary” users 58.9 15.2 -3.8 -6.0 19.0
Statistical significance ns * ns ns ns
1988-91
Prolonged users 116.1 157.1 -4.8 -10.1 9.8
“Temporary” users 453 57.1 -2.8 -53 245
Statistical significance ns * ns ns ns

Sources: IMF, WEO database; and IEO calculations.

Note: ** and * indicate statistical significance at the 1 percent and 10 percent levels, respectively; ns indicates no

significance.

but higher levels in the current period; and with
higher debt-service ratios in the preceding period.
Prolonged use was also associated with lower GDP
growth for this group of countries. For countries not
eligible for the PRGF, taking account of both con-
temporaneous and lagged effects, prolonged use was
found to be associated with larger current account
deficits, larger debt-service ratios, and less open
economies.

Cross-Section Evidence on
Comparison Between Prolonged
and “Temporary” Users

Starting conditions

To compare the “starting conditions” of pro-
longed users at the beginning of their episode of
prolonged use with those of contemporaneous “tem-
porary” users, we identified two subperiods
(1976—79 and 1988-91) during which a large pro-
portion of the episodes of prolonged use that we
studied were initiated and looked at economic con-
ditionsin the three years preceding the first program
of the prolonged use series for the two groups of
prolonged users thus identified. We then identified
two control groups of “temporary” users, consisting
of all the countries that entered into an IMF
arrangement during the same periods. Starting con-
ditions were appraised by looking at five measures
of potential macro imbalances: public debt, externa
debt, current account balance, overall fiscal balance,
and inflation. The results of the comparison are
shown in Annex Table 3.2.

Economic performance and macroeconomic
adjustment®

As regards GDP growth, a comparison between
prolonged and “temporary” users of IMF resources
over the last three decades suggests that, in most
periods, prolonged users grew at a slower pace than
“temporary” users, the exceptions being the early
1970s and early 1990s for middle-income countries
(i.e., the times when there were few debt crises)
and the 1990s for low-income countries (Annex
Figure 3.1).

Export growth was generally much weaker, on
average, in the group of prolonged users than in the
“temporary users’ group as far as low-income coun-
tries are concerned. For middle-income countries,
the opposite was generally true, but differences were
less pronounced (Annex Figure 3.2).7

The analysis of adjustment performance, as mea-
sured by trends in inflation and reductions in current
account deficits, does not show any clear or consis-
tent differences between the two groups, although

6See Annex Table 3.3 for detailed figures and statistical signifi-
cance of the comparisons. In the results presented here, the
groups “prolonged users’ and “temporary users’ are both fixed
populations (the former group consisting of the countrieslisted in
Chapter 2), that is, we are looking at the characteristics of abroad
group of countries that, at some point in the overall period en-
countered episodes of prolonged use against other countries
which, at some point in the same period, entered into an |MF-sup-
ported program, but which did not become prolonged users.
However, because the population of prolonged users does not
change much over time, the results would not be substantially al-
tered if a“dynamic” definition of prolonged use were used.

"These results are statistically significant only for the PRGF-
eligible group over the 1980s.
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Annex Table 3.3. Comparison of Prolonged and “Temporary” Users!
(In percent, unless otherwise specified)

EcoNOMIC PERFORMANCE

1996— 1991-
1971-75 1976-80 1981-85 1986-90 199195 2000 1971-80 1981-90 2000
GDP growth (Period geometric mean)
PRGF-eligible users
Prolonged 3.0 3.2 0.7 2.3 16 55 3.1 15 35
Temporary 3.3 2.7 3.2 2.8 0.5 39 3.2 3.0 17
t test significance! ns ns xx ns ns ns ns * ns
Non-PRGF-eligible users
Prolonged 6.3 4.7 2.0 24 2.3 2.2 5.0 2.2 2.2
Temporary 55 51 2.2 2.7 1.0 3.0 5.2 2.7 16
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 32 6.2 6.8 5.8 48 2.8 47 6.3 39
Philippines 5.8 6.1 -13 4.7 2.2 33 5.9 17 2.7
Senegal 24 1.0 3.0 3.2 15 53 17 31 3.2
Per capita GDP growth
PRGF-eligible users
Prolonged 0.5 0.4 -14 0.0 -0.9 2.7 0.4 -0.7 0.7
Temporary 2.3 19 -0.3 0.6 2.7 15 2.1 -0.2 -0.6
t test significance xx * ns ns ns ns *x ns ns
Non-PRGF-eligible users
Prolonged 31 2.2 -05 13 0.9 1.2 2.6 0.4 11
Temporary 41 29 1.0 2.3 -0.3 2.1 34 17 11
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 0.0 42 35 34 2.2 0.6 15 35 14
Philippines 2.9 19 -35 0.8 -0.1 15 3.1 -0.7 0.7
Senegal -0.6 -0.3 -0.8 -0.7 -1.0 25 -1.2 0.3 0.7
Inflation
PRGF-eligible users
Prolonged 12.0 19.2 55.2 167.7 158.0 77.1 153 64.5 15.7
Temporary 10.7 111 13.2 136 18.6 334 10.7 14.1 233
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users
Prolonged 195 18.9 27.8 55.1 77.6 483 211 321 224
Temporary 195 17.2 23.0 428 58.4 473 18.3 26.4 18.6
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 15.7 8.8 52 94 11.2 73 12.2 7.0 9.2
Philippines 17.0 129 14.3 12.7 10.0 7.1 14.7 13.0 8.5
Senegal 135 8.9 75 -0.6 6.8 14 10.1 5.8 41
Growth of exports
PRGF-eligible users
Prolonged 3.2 5.7 -13 29 4.6 74 44 14 6.2
Temporary 49 47 24 4.6 4.1 9.1 43 3.2 44
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users
Prolonged 8.3 7.3 42 55 7.2 6.8 7.7 4.8 7.0
Temporary 51 6.7 3.2 7.1 3.6 4.8 51 5.2 43
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan -4.0 11.2 12.2 10.8 9.0 0.3 16 8.1 45
Philippines 44 8.6 24 7.2 9.4 33 9.7 3.6 6.3
Senegal 12 2.7 05 12 0.8 5.0 -14 45 29
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Annex Table 3.3 (continued)

FiscAL CHARACTERISTICS

1996— 1991~
1971-75 1976-80 1981-85 1986-90 1991-95 2000 1971-80 1981-90 2000
Overall budget deficit
(percent of GDP) (Period average)
PRGF-eligible users
Prolonged -4.0 -6.0 -7.9 4.5 -4.1 -31 -5.2 -6.8 -34
Temporary -35 -5.6 -8.1 -6.1 =51 -3.8 -4.4 -4.3 -7.2
t test significance ns ns ns ns ns ns ns ns xx
Non-PRGF-eligible users
Prolonged -3.1 -4.8 -4.5 -2.6 -1.2 -2.2 -4.1 -3.8 -15
Temporary -4.1 -4.2 -5.0 -3.2 2.7 -19 -39 -4.0 -2.3
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan -7.6 -8.0 -6.1 -7.3 -7.6 -6.5 -7.9 -6.7 -7.1
Philippines -1.0 -1.3 -2.9 -3.2 -0.6 -1.3 -1.2 -3.1 -0.9
Senegal -11 -0.7 -5.9 n.a. na. na. -0.9 -5.9 n.a.
Tax revenues (percent of GDP)
PRGF-eligible users
Prolonged 138 149 16.0 143 14.3 141 16.1 152 153
Temporary 20.2 205 20.5 13.0 14.6 13.9 20.3 17.6 138
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users
Prolonged 131 15.6 16.3 15.0 18.7 18.7 143 16.3 185
Temporary 184 216 24.1 24.0 25.1 25.0 20.2 242 249
t test SIgnIfICanCG *% *% *k *k *k *k *k *%k *%
Memorandum
Pakistan 10.3 12.3 10.6 124 15.6 16.0 114 115 15.8
Philippines 15.0 18.7 18.1 n.a. na. na. 16.9 18.1 na.
Senegal 11.0 118 12.9 134 12.7 131 115 131 129
Government expenditure
(percent of GDP)
PRGF-eligible users
Prolonged 211 238 285 235 232 221 215 26.0 231
Temporary 174 23.0 275 257 252 232 213 26.0 239
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users
Prolonged 229 26.1 25.0 225 235 240 24.1 245 236
Temporary 25.8 28.6 326 312 314 305 273 316 309
t test significance ns ns ** ** * * ns * **
Memorandum
Pakistan 16.9 174 19.0 233 23.6 222 17.2 212 230
Philippines 139 138 12.0 16.6 18.7 19.1 13.8 143 189
Senegal 18.2 20.3 271 n.az? na. na. 19.2 27.1 n.a.
Of which interest
(percent of expenditure)
PRGF-eligible users
Prolonged 5.1 6.2 10.8 10.0 149 16.8 5.2 10.3 14.7
Temporary 32 41 59 8.6 11.8 141 3.7 6.6 119
t test significance xx xx xx ns ns ns ns *x ns
Non-PRGF-eligible users
Prolonged 47 6.3 12.7 15.7 12.2 119 5.3 149 12.0
Temporary 47 5.7 9.6 13.0 11.3 10.3 51 115 10.9
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 9.8 10.7 144 19.9 23.9 29.1 104 16.9 26.2
Philippines 37 5.6 138 324 272 18.4 48 231 233
Senegal 2.3 6.2 75 n.a. na. na. 43 75 n.a.
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Annex Table 3.3 (continued)

FiscAL CHARACTERISTICS (CONTINUED)

1996- 1991~
1971-75 1976-80 1981-85 1986-90 1991-95 2000 1971-80 1981-90 2000

Of which defense

(percent of expenditure) (Period average)
PRGF-eligible users
Prolonged n.a. n.a. n.a. 14.4 10.1 10.5 n.a. 145 9.9
Temporary na. n.a. n.a. 20.6 16.4 171 na. 20.5 16.5
t test significance n.a. n.a. n.a. ns *x *x n.a. ns xx
Non-PRGF-eligible users
Prolonged n.a. n.a. n.a. 18.1 11.2 9.7 n.a. 17.2 11.2
Temporary na. n.a. n.a. 10.5 9.3 9.0 na. 105 9.1
t test significance n.a. n.a. n.a. xx ns ns n.a. *x ns
Memorandum
Pakistan na. na. 281 276 26.6 24.0 na. 277 259
Philippines n.a. n.a. 9.5 11.2 10.1 8.4 n.a. 10.9 9.6
Senegal na. na. 8.8 6.6 10.3 8.7 na. 7.1 9.8
Public debt stock
(percent of GDP)
PRGF-eligible users
Prolonged 30.6 46.7 90.2 90.8 92.0 94.9 38.6 86.2 819
Temporary 444 21.0 471 56.0 81.3 95.0 424 53.9 84.8
t test significance ns *k *k *k ns ns ns *x ns
Non-PRGF-eligible users
Prolonged 434 379 457 55.2 441 40.5 40.5 54.5 421
Temporary 29.2 36.1 51.7 484 454 433 326 476 433
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 66.9 56.8 54.4 738 76.5 79.1 61.8 64.1 772
Philippines 435 30.2 29.6 519 58.1 60.3 36.8 40.8 58.9
Senegal 139 na. 60.0 n.a. na. na. 8.0 60.0 n.a.
Public debt service
PRGF-eligible users
Prolonged 10.0 14.2 22.6 26.2 221 17.0 136 24.2 19.8
Temporary 8.1 7.7 15.6 19.3 12.4 125 7.7 17.1 12.6
t test significance ns xx ns ns *x ns *x *x xx
Non-PRGF-eligible users
Prolonged 54 251 28.4 26.1 18.6 19.8 245 27.3 19.1
Temporary 143 155 219 234 14.0 155 15.0 227 148
t test Slgnlflcance *% *% *%* *%* *% *% *% *% *%
Memorandum
Pakistan 209 19.9 19.4 249 26.2 279 204 222 269
Philippines na. 234 355 30.6 216 12.2 234 331 174
Senegal 6.2 14.6 15.8 277 155 18.4 12.2 218 16.8
PPG debt service
(percent revenue)
PRGF-eligible users
Prolonged 14.2 155 19.7 23.2 24.6 194 14.8 21.0 235
Temporary 6.9 6.1 10.6 14.3 15.6 184 6.3 12.2 17.3
t test significance ns *x xx xx *x *x *x *x *x
Non-PRGF-eligible users
Prolonged 14.8 22.6 320 275 20.2 22.3 19.1 294 214
Temporary 8.4 10.3 15.7 238 155 145 9.4 19.2 15.0
t test significance *x *x xx ns ns *x *x *x xx
Memorandum
Pakistan 19.1 159 18.0 18.8 236 213 17.1 18.4 226
Philippines 13.0 14.9 28.0 43.2 35.7 30.9 141 35.6 33.6
Senegal 10.0 24.1 18.1 n.a. na. na. 17.0 18.1 n.a.
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Annex Table 3.3 (continued)

FiscAL CHARACTERISTICS (CONCLUDED)

1996- 1991~
1971-75 1976-80 1981-85 1986-90 1991-95 2000 1971-80 1981-90 2000
Stock of external debt (percent of GDP) (Period average)
PRGF-eligible users
Prolonged 29.0 311 356 40.7 46.0 519 56.7 63.0 70.2
Temporary 124 27.3 45.1 783 109.8 98.7 19.9 59.4 1111
t test significance *k ns ns *x *x *x *x ns ns
Non-PRGF-eligible users
Prolonged 287 417 63.9 787 61.7 53.1 352 713 58.3
Temporary 20.0 28.1 43.0 54.1 47.0 425 241 49.7 47.6
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 522 470 40.0 478 50.3 515 485 439 50.8
Philippines 29.1 453 721 794 62.5 61.2 372 75.8 61.9
Senegal 17.0 36.7 61.0 59.7 66.2 754 305 70.8 61.2
BALANCE OF PAYMENTS CHARACTERISTICS
1996- 1991~
1971-75 1976-80 1981-85 1986-90 1991-95 2000 1971-80 1981-90 2000
Current account deficit (percent of GDP) (Period average)
PRGF-eligible users
Prolonged -4.4 -3.2 74 -5.7 -1.7 -9.0 -35 -6.1 -8.3
Temporary -4.2 -45 -74 —-6.0 -7.9 -9.1 -4.7 -6.4 -8.6
t test significance ns *k ns ns ns ns *x ns ns
Non-PRGF-eligible users
Prolonged -2.8 -34 -39 -2.3 -2.8 -2.7 -34 -2.9 -2.8
Temporary -4.5 -2.6 5.6 -18 -1.9 =30 -2.9 -35 -2.3
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 4.7 4.6 -2.7 -2.6 -3.6 4.8 -4.6 -2.6 4.1
Philippines n.a. -5.0 -54 -1.7 -34 0.7 -5.0 -3.6 -16
Senegal -4.6 -8.3 -134 -8.2 -6.4 -4.2 -7.2 -10.8 54
Gross international reserves
(months of imports)
PRGF-eligible users
Prolonged 43 47 45 4.7 5.8 6.6 4.7 4.7 6.2
Temporary 5.0 34 2.6 25 2.7 34 34 25 31
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users
Prolonged 55 8.5 74 7.8 8.5 8.8 8.5 7.5 8.6
Temporary 43 47 31 3.2 3.3 35 45 3.2 33
t test significance ns ns ns ns ns ns ns ns ns
Memorandum
Pakistan 36 29 30 1.8 20 13 3.2 24 17
Philippines na. 43 17 24 3.1 32 4.3 2.0 31
Senegal 0.3 0.3 0.2 0.2 0.7 2.6 0.3 0.2 1.6
Gross international reserves
(billions of U.S. dollars)
PRGF-eligible users
Prolonged 0.1 0.2 0.2 0.3 0.7 0.1 0.2 0.3 0.8
Temporary 0.1 0.4 0.8 0.9 17 48 0.3 0.8 3.0
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users
Prolonged 0.6 15 15 25 5.1 42 1.0 20 7.0
Temporary 0.1 24 25 29 5.7 8.3 17 2.7 6.9
t test significance ok ns ns ns ns *x ns ns ns
Memorandum
Pakistan 05 1.0 18 13 2.2 0.2 0.7 15 19
Philippines 1.0 25 15 23 6.1 49 18 19 8.3
Senegal 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.2
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Annex Table 3.3 (concluded)

BALANCE OF PAYMENTS CHARACTERISTICS (CONCLUDED)

1996- 1991~
1971-75 1976-80 1981-85 1986-90 199195 2000 1971-80 1981-90 2000

Gross international reserves (Period average)
(percent external debt)
PRGF-eligible users

Prolonged 359 141 6.2 6.0 9.1 115 24.8 6.1 10.2

Temporary 103.3 64.0 336 204 18.2 239 84.7 252 21.0
t test significance ns *x xx xx *x *x *x *x xx
Non-PRGF-eligible users

Prolonged 60.4 333 14.7 17.2 28.8 254 441 15.9 26.3

Temporary 93.6 77.8 30.1 24.7 46.8 39.9 84.7 27.4 432
t test significance ns ns xx ns ns *x *x *x xx
Memorandum

Pakistan 9.9 115 151 75 8.3 5.6 10.7 11.3 7.0

Philippines 3238 23.0 6.3 7.9 17.0 258 27.9 7.1 21.4

Senegal 115 3.9 1.0 0.7 2.8 10.6 7.7 0.8 6.7

Terms of trade
PRGF-eligible users

Prolonged 141.7 146.6 119.9 113.0 96.6 1053 1441 116.5 100.9

Temporary 137.0 146.9 1431 1349 1154 1188 1420 139.0 1171
t test significance ns ns ns ns ns ns ns ns ns
Non-PRGF-eligible users

Prolonged 97.7 105.3 102.1 97.0 975 969 1015 99.5 975

Temporary 99.5 103.7 106.1 103.6 99.5 1002 1016 104.8 99.8
t test significance ns ns ns ns ns ns ns ns *k
Memorandum

Pakistan 1325 133.6 1242 120.2 97.1 1187 1330 122.2 107.9

Philippines 124.9 96.8 92.8 106.7 105.3 920 1109 99.8 100.5

Senegal 100.6 105.3 103.6 1127 100.7 1003 1029 108.1 1005

Trade (percent of GDP)
PRGF-eligible users

Prolonged 58.6 65.2 60.8 60.1 68.4 737 615 61.1 70.7

Temporary 412 68.3 62.7 60.3 71.9 75.8 65.6 60.6 747
t test significance xk ns ns ns ns ns ns ns ns
Non-PRGF-eligible users

Prolonged 48.2 59.8 61.0 60.8 66.4 734 58.9 61.9 69.5

Temporary 61.9 72.0 69.9 711 80.7 85.2 69.5 70.9 82.7
t test significance xk *k ns *x *x *x *x *x *x
Memorandum

Pakistan 29.2 31.2 3338 35.7 39.0 37.8 30.2 34.7 385

Philippines 450 471 485 55.3 70.2 102.4 46.1 51.9 845

Senegal 69.5 76.3 79.7 56.1 62.9 72.8 72.9 67.9 67.3

Share of primary exports
(percent of merchandise exports)
PRGF-eligible users

Prolonged 89.3 88.2 84.5 76.3 76.8 73.7 88.2 83.6 7.7

Temporary 86.5 82.1 76.5 68.0 69.4 59.5 84.8 75.6 67.1
t test significance ns ns ns ns ns *x ns ns ns
Non-PRGF-eligible users

Prolonged 73.1 69.3 66.7 58.2 53.3 49.9 71.2 61.0 51.2

Temporary 725 67.8 65.4 56.2 47.8 459 69.7 61.5 47.0
t test significance ns ns ns ns ns ns ns ns ns
Memorandum

Pakistan 441 448 39.8 295 17.6 155 444 34.6 16.7

Philippines 90.2 81.0 75.5 65.9 52.4 245 85.6 70.7 40.0

Senegal 819 88.0 87.2 75.9 65.6 49.0 84.6 80.7 58.3

Sources: IMF, WEO, IFS, and GFS databases; and IEO calculations.

1ns indicates the compared means are not statistically significant, while * and ** indicate statistical significance at 95 percent and 99 percent confidence levels, re-
spectively, according to t student test.

2n.a. denotes data are not available.
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Annex Figure 3.1. GDP Growth

(Five-year average annual change; in percent)
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Sources: IMF, WEO database; and IEO calculations.

there are large variations within each group.8 As re-
gards fiscal deficits, in both middle- and low-income
countries, prolonged users had higher deficitsin the
late 1970s, but they adjusted faster thereafter and
thus had lower deficits than “temporary” users in
subsequent periods (see Annex Figure 3.3).

Key fiscal characteristics

Prolonged users have lower and more rigid
government expenditure

Among middle-income countries, the expenditure
to GDP ratio of prolonged users was consistently
and markedly lower than for “temporary” users over
1971-2000. In other words, the prolonged users are
not necessarily those with a tendency toward “big”
government—indeed the reverse; as will be seen
below, the most obvious distinguishing characteristic

8See Annex Table 3.3.

Annex Figure 3.2. Export Growth
(Average annual change; in percent)
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Sources: IMF, WEO database; and IEO calculations.

appears to be aweak tax base. The differences were
less marked for the PRGF-€ligible countries.

In both low-income and middle-income countries,
the government expenditure to GDP ratio expanded
significantly less over the last three decades in pro-
longed user countries than in “temporary” user
countries, which might reflect either the fiscal disci-
pline imposed by the successive |M F-supported pro-
grams entered into by prolonged users, or simply
their generally poor ability to increase revenue col-
lection, or some combination of the two (see below).
The likely impact of IMF-supported programs is
suggested by the pattern of government expenditure
in low-income countries, which exhibits a clear
downside break in the mid-1980s, when most of
these countries started making extensive use of IMF
resources, under newly created concessional facili-
ties (Annex Figure 3.4).

The analysis of the composition of government
expenditure further reveals that, regardless of the in-
come group, prolonged users had higher interest
and defense expenditure (as a proportion of total ex-



Annex Figure 3.3. Evolution of Overall Fiscal
Deficit
(Five-year annual average; in percent of GDP)
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penditure) in al periods since 1970, and especially
in the 1980s, largely reflecting a buildup in debt
problems (see below). Other things being equal,
these differences would result in a more rigid struc-
ture of expenditure in prolonged user countries,
which might account for a more protracted adjust-
ment process (Annex Figure 3.5).

Middle-income prolonged users collect less
tax revenue

Differences related to the tax revenue to GDP ratio
are particularly pronounced among middle-income
countries: over 1971-2000, prolonged users in that
category have consistently had lower tax to GDP ra
tios than “temporary” users. Both prolonged and
“temporary” users have registered increases in that
ratio over time, but that increase was faster for “tem-
porary” users up to the 1990s. By contrast, among
low-income countries, there was no sustained increase
in the tax revenue to GDP ratio over time, and the gap
between prolonged and “temporary” users, which pre-
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Annex Figure 3.4. Government Expenditure
(Five-year annual average; in percent of GDP)
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Sources: IMF, GFS database; and IEO calculations.

vailed until the mid-1980s, was eliminated in later pe-
riods only owing to a decline in “temporary” users
tax revenues (Annex Figure 3.6).

Prolonged users faced a higher public debt
burden for most of the period

Among PRGF-eligible countries, prolonged
users' stock of public debt (relative to GDP) was
three times as large as that of “temporary” users at
the beginning of the period. However, differences
rapidly diminished from the mid-1980s onward, as
the “temporary” users borrowed at a much faster
pace than the prolonged users, perhaps reflecting the
fact that many prolonged users had already encoun-
tered debt problems.

Among middle-income countries, prolonged users
initially had a substantially lower public debt stock
(relative to GDP) but debt levels for the group built
up rapidly during the 1980s (Annex Figure 3.7).
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Annex Figure 3.5. Interest and Defense Expenditure
(Five-year annual average; in percent of total government expenditure)
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External sector
Trade

For both low- and middle-income countries, but
particularly for the latter, terms of trade shocks®
were, on average, of greater magnitude in prolonged
user countries.

As regards trade openness, there is a marked dif-
ference among middle-income countries; prolonged
users were continuously less open than “temporary”
users, in the sense that their trade to GDP ratio was
consistently lower—by 10 to 15 percentage points—

9The definition of terms of trade shocks used here is the same
as in Ivanova and others (2001) and Dollar and Svensson (2000),
namely the difference between the change in the price of exports
weighted by the share of exports in GDP and the change in the
price of imports weighed by the share of imports in GDP (see
Annex Table 3.3).

1981-85 86-90 91-95 96-2000

over 1971-2000, even though for both groups that
ratio increased over the period (Annex Figure 3.8).
By contrast, there is no significant difference be-
tween “temporary” and prolonged users as far as
PRGF-€ligible countries are concerned.

With respect to the composition of exports, pro-
longed users in both PRGF-€eligible and non-PRGF-
eligible groups had a higher share of primary exports
than “temporary” users, and that gap tended to in-
crease over time. The concentration of exports on
primary commodities also declined faster in “tempo-
rary” users, which may be related to their greater
openness to trade (see Annex Figure 3.8).

In keeping with the findings of previous studies
on the determinants of repeat UFR,0 both groups

10For example, Bird, Hussain, and Joyce (2000).



Annex Figure 3.6.Tax Revenues to GDP Ratio
(Five-year annual average)
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of prolonged users on average had markedly lower
gross reserves (in relation to their external debt)
than “temporary” users. However, data on imports
coverage by gross international reserves unexpect-
edly indicate that prolonged users have had a
slightly higher coverage of imports than “tempo-
rary” users throughout the 1971—2000 period, and
the difference, although small, is statistically sig-
nificant (Annex Table 3.3). Once again, this may
reflect the generally lower trade openness of the
prolonged users.

Prolonged users generally faced a heavier
external debt and debt-service burden

As far as the stock of external debt is concerned,
prolonged users had a significantly larger debt/GDP
ratio than “temporary” users until the late 1980s,
after which the relationship reversed itself, even
though the external debt of PRGF-eligible prolonged
users kept rising in relation to their GDP. However,
the debt-service burden, as measured by the externa
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Annex Figure 3.7. Public Debt Stock

(Five-year annual average; in percent of GDP)
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debt service to exports ratio, was significantly higher
for prolonged users than for “temporary” users
throughout 1975-2000.

Political characteristics

The literature on the effectiveness of structural
adjustment programs has emphasized the impor-
tance of political economy variables in determining
the outcome of these programs.1! |t was not possi-
ble in the context of this project to collect data on
the relevant variables over the entire period under
review. However, based on the database used by
Ivanova and others (2001),12 there appear to be few
consistent differences between prolonged and
“temporary” users as far as political characteristics
are concerned.

11See, for instance, Ivanova and others (2001) or Dollar and
Svensson (2000).

12This database covers the countries that entered into the approx-
imately 170 arrangements with the IMF between 1992 and 1998.
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Annex Figure 3.8. Trade Openness and Concentration
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(Five-year annual average; in percent of total exports of goods and services)

0 e . — . 100
In middle-income countries In PRGF-eligible countries
sl B I _ 1PN == 80
e 18H BH PH BH TH = 60
4 1ttt H
AP HITHTHE T H A 40
204 1 HTH M iR iR i i imsl 20

0
1971-75 76-80 81-85 86-90 91-95 96-2000

Sources: IMF, WEO database; and IEO calculations.

The one important exception is the measure of po-
litical instability, which appears to be higher among
prolonged than among “temporary” users for both
middle- and low-income countries.13 Prolonged users
as awhole aso appear to suffer from ethnic fraction-
dlization to a greater extent than “temporary” users,
but thisistrue only for middle-income countries.

13In contrast, measures of palitical cohesion and of quality of
the bureaucracy suggest that prolonged users have a higher de-
gree of political cohesion and a better bureaucracy than “tempo-
rary” users. Interestingly, the power of vested interests appears to
beidentical, on average, in all four country groupings.

1971-75 76-80 81-85 86-90 91-95 96-2000

Finally, while several authors have found a rela-
tionship between IMF-supported programs (related
either to their presence or to their design) and the
closeness of the relationship between the member
country and the IMF's major shareholders, the com-
parison between prolonged users and “temporary”
users in terms of their closeness to G-7 countries
found no major differences.14

14See for instance Bird and Rowlands (2001b), Thacker (1999),
Barro and Lee (2002), and Ivanova and others (2001). The vari-
able used here to test for the influence of proximity to G-7 coun-
trieswas the share of G-7 bilateral aid.



