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e construct & dynamic decizion model where foreign borrowing
figures as one of the instruments to maximize welfare over a plamming
horizon. We hypotbesize = relstion, & rather reasonable one, between
the repayment schedule and the debt ceiling. For every period, there
n:l:iat;a.'ﬂ optimal per capita debt which tosether with the optimael
consumption path leadsin a suatainable fashion to maximal long-run
welfare. In the short run, however, cme can actually do better by
borrowings exceeding the optimal debt but this path leads for a
balance of payments crisis as the debt catches wp with the ceiling.
The ecomomy goes into a spasm as it resorts to drastic measures, &
regime with short memory may mount yet another assauvlt on the debt

‘ceiling and suffer the ssme fate. IMyopia leads to a dismal lomg-rum

growth record.




CROWTH IN SPASHODIA: TORIIGH BORROWING AND CTISES

by Hau; V. Fabella
The parpose of this paper is to highlight the conflict

bélwuan the ghort—run and the lomg-rum growth pursuits of an open
econeny resorting to foreign borrowing. Lending and borrowing are
important impetus for growth and development. Both on the firm and
on the national level, there is a =eneral agreement that growth can
be and have been accelerated by borrowing. It supplements internal
savings where this iz inadequate and it helps firms and economiss tide
over temporary cash flow difficulties. Overborrowing can, however,
“2lso cost the firm its existence and the econemy its prospects for
gustained growth. We would therefere like to focus first on the role
of foreign borrowing in the growth process of an open economy and hope

to identify its limits.

The official government position on the present crisis is
precisely that it was the necessity of rapid growth that made massive
foreign borrowing an imperative and that international disturbances
beyond its control upset the grand desipn. The position that we tale
here is that gither by a misunderstanding of the role of foreign
borrowing or by a perverse disregard for our constraints, the economy
pursued a dangerous growth path and made itself wulnerashle to interna-

tional developments; that international disturbances only rewvealed



the internal wealmess that led to the final unravelling. They

{disturbances) did not figure prominently when the economy weat into
a spasm in February 19?!]._ Then, massive foreign borrowing alsoc led
the way. The current disarray is not, however, an indication that
foreign borrowing is harmful per se as some qUArters would hawve it.
A simple foreign debt framework in an open economy will show this

{cf Weher, 1971).

Let C he the capital owned by resident nationals and let
it be the only form of wealth. The source of wealth is savings.

let- s . be the comstant proportion of natiomal income saved, so that

dc
dt
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Iet © e defiﬁed az the sum of factor shares
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where = = C/L. Since the economy is open and financial repressicn

iz eschewed, the international interest rate R also prevails in
I
the domestic economy so that r = R as a result of capital mobility.



In a competitive setting which we assume for onr economy r o= 0=
f'(k) so that k is determined. If k is determined so is
w= f(k) - kf'(k). Let w be the wage rate corresconding to R.
Ve have

C = sr+ swic
Thuqfﬁ'atinnal wealth grows with savings, diminishes with the wealth-
labor ratio and diminishes with internat.imﬁ:u.l wealth as the total

capital stock E is greater than the total capital owned by mationals.

The gprowth rate of the capital wealth c = CfL. i=

3}
|
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= o sr + swic — g

where L =g is exogeneous. At equilibrimm €= 0 so that the
equilibrium per capita wealth is

c* = gwf(g - sr)
He now introduce internatiomal debt, D, defined as

e = =

or in per capita terms




To get the equilibrimwm d* we need only determine k¥ since we

have detexrmined c%. Let o = wLfX, {1 -a) = rEfX. X ‘iz total

output. A representative k iz small.

which 1t will be k#®? Hote that T = E and thera ewxizts 2 w for
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Thus, per capita debt rises with the growth rate of labor {and output),
g: Tides with the rise in capital intensity. I -decreases with the
rise in domestic savings and international imterest rate R. It is
tempting te try to wnderstand the present crisis in terms of this
model: papid population growth necessitated = rapid growth of n::ltd
put which called for capital investments raising the capital intensity.
Thé oil crisis amd corollaries caused the debt market to tighten and
the internationmal rate to rise. Thus our gxplosive foreign debt.

The chief problem with this system is the exopeneity of the growth



rate which is locked in with the growth rate of labor. The

debt per capita is endozenous. The Eglevaut seenario should be that
the foreign debt is exopenous and growth is endogenous. JDPebt is an
instrument to effect rapid growth. This is the structure that is
implied by the official govermment positicn. In other words from
the given framework, ome camnot deduce what foreign debt to incur
and why we go into periocdic crises.

s

An Optimal Growth Path with Borrowing

Consider sn economy with national income ¥ defined in the

usual agrregative way as
T(c) = C() + I(t) + () — M(c)

where C(t) = aggrepate consumption for period t

I(t)

il

aggrepate invesiment for period ¢
%{t) = exports receipts for period t

i{t)} = import payments for peried ¢

The econpmy is assumed to make zood on any current account deficit
{surplus) by borrowing (lending) in the internatiomal capital market
and thus attaining always a balance of payments equilibrium. Let
D{t) be the foreign loan incurred in a given period t so that with

a BOP equilibriuwm we have

(e + D) = Hl) + R




where R{t} is the repayment due the outstanding debt to be made at

time t. How R(t) behaves relative to D(t) is cruciazl to cur

formulation. In fact we assume the following:
(a) R(t) = g(D{t), D(t)) g’ > 0, g'=3g/ap(t)
{b) g' (Pt} + = as D(t) + D(t)

Assumption {a) =says that R(t) 4is a nondecreasing function of
D(t). Thy will debts incurred in period t raise repayment this
same period. For every period ¢, there exists a ‘debt ceiling",
Tﬁ?ﬁ; which borders the safe and the dangerous level of borrowing.
This ceiling is determined by income per capita, export growth rate,
political situations, etc. But most of all, its level is determined
by borrowings and repayments in preceeding periods: the higher were
previcus periods' borrowings, the lower is D(t) and vice-versa.
low as borrowing in eme period approaches D(t), the losn marurities
become shorter and t:: interest rates sffective rise. If a period
is chosen to be long enmough, repayments of D(t) will start in ¢t

itzelf and increases with ne li=it.

Let p(t) be the ratio of current repayment to current

borrowing:

plt) = B(t)/D(t) = E"—lﬁ})



The behavior of p(t) relative to D{t) is also crucial in our

analysizg:

e

As B(t) -+ DB(t), p(t) =+ =. TUe now have

- T(t)

Ci{t) + Ift) + De)(p(d) — 1)
In per capita terms

v(t)

c{t) + i(t) + d{)(p(t) = 1)

e define imvestment at time t as

Ift) = JaKfde + pE(t) B >0

where u 1is the constant depreciation rate.

. dEfdt K{r)
fe) = T IJL{t)

lat &k = E(t)/L{t}. Then

p o= e . ghjac

Lo L

-

di i
dt!L kE + kL




3

-~

where L = n (dL/dt)/L. Let L = g be given exogemously. Thus
ife) = k+ fm + Wk

Letting w(t) = £(k(t)), £ well-behaved, i.e., £'(k) > 0,

£'* (k) < O, and 3 = fm +1), we have
F(k(t)) = cit) + L + ak(e) + i{t]{n{t} - 1}

god fimally

(1) k = £(k(t)) - elc) - Ak(r) - 4(e)(p(c) - 1)

FHote that for as long as p(t) < 1, being a net debtor (d(t) >
0) always helps capital deepeninz. This in turn raises per capita
output  £(k{t)) next period so that capital deepening further occurs.
0o the other hand, the larger i= growth rate of labor, the lower, and

the higher is the depreciatiom rate the faster, is capital deepening.
=

Ve now agsume that the econcmy maximizes a non—discounted

stream of wtilities over the growth horizem starting from tu to

=5 The well-behawved utility fumction U iz defined over Der capita
congumption c©. The central problem calls for a time path of ec(r)
and the value of d(t} that maximizes the stream subject to the

equation (1) abowve:



L

{2) S.t. Kk = E(k(t) - clty — akit) - dit)(p(t) - 1}

‘The Hamiltonmian corresponding to the problem is
B = Ule) + qff(k(t)) = o) - ak(t) - afe) {plt) - 1J7

The 1° necessary conditions are:

Eilckirg = 0

(i) a1 ~g/Tpit) - 1) + at) ﬁg fe o L) = ¢

Since d(t) = D(t)/L(z) and D(r) = d(t)L{t) so that 3D(t)/

34(t) = L(t). Thus (iia) becomes

33 = —afelo) -1 + (£} (e — 17
or Jfolt) o If = 0

orT (g" -1y = 0
canonical equation of the costate varisble g is

G 4 = . Fw -7 = 0




Frem (i) we hawve

g = B'M{cy

5]

" "{c} &
U’ ()

A ja

(3) S =

where (¢} = (U'"{c)fu"(c). Tomether with k = f{k) - cit) -

akle) - d{ed(p() - 1), these constitute the two fundamental diffe-

rential equations in c(t) and k(r) since d(t) is determined

independently from (iib).

The Consumption Turnpike

A Golden age or a balanced growth path is indicated if k =
0 implying

(4) e{t) = f£(k) = dk(e) - d{e){plr) - 1)

L and outmut Y are all growing at the -

This simply means that .
that satisfy this equation

same rate. There are however many c<'s
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corresponding to different %'s. The balanced growth path that
implies the highest sustainable path of per capita consumption is
celled the Golden Rule path. Differentiating (4) and settins to

FEID gives:
0 R |

At the Golden Rula path, consumption per capita is no longer growing,
i,e., ¢ = 0. The Golden Rule path is the “consumption turnpike’
because the econcmy trzvels fastest on this path. One may ask ﬂh%

this is sowhen & = 07 Consumption per capita is not rising because
it shall have reached its maximum on the path, like a car hurtling at
constant mazimm wvelocity on the twropike. As the growth horizon
becomes longer and lemper it becomes more and more logical to spend

Ionger and longer time on the Golder Pule nath.

Aeproaches to the Turnpike

e will now see how the econosy planning rapid prowth over
8 long growth horizon conld #o about getting as close to the turnpike
2% possible. e will compare different growth stratesies with and

without foreipno borrowing.

The crucizl copsideration is the Golden Rula f'{k) = A.

How for capital scaves economies, the retwrns to capital is wvery high

and certasinly exceeds the growth rate of labor minus the depreciation
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rate (£'(k} > A). Capital accunulation and capital deepening is
then what is called for im this framework to pet closer to the turn-

pike. How will different Tesimes go about achieving this?

2., HKaising the Savings Rate; No Borrowing

Let {0} be the inmitial consumption ner capita. e Lmow
from (1) that a drop in c{t) raises L which in turn raises k
for the next period. This causes f£'(k) to fall towards A. The
price of this strategy is a fall in ~c(d} frem its original positionm
before it begins to rise towards the turnpike value c(t)®. The
difficulty here is :hﬂt.if the initial point consumption is already
very low, one may not be able to decrease it any further and the

consequent approach to the turnpike may take very lomg.

b, Hassive Borrowing without a Rise in the Savings Rate:
The No—Debt Ceili ing Case (D = =)

-

If the ipitial consumption level is rather low and forced
saving may not genorate gnoveh or m2v cause =social enrest, the
economy resorts to borrowing in the foreign market. Suppose at First
that no debt ceiling exists, i.e., the country is so =mall so that
g° =0 for all relavant D{t). Then from (iib} we note that
(plE) ERB = 1) < 0 =and the rule is "incur as much debt as is

available to you". This massive infusion of foreign resource speeds
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':,:p capital deepening so that f'(k) drops drastically. The approach

te the turnpike is wvery rapid indeed.

c- Massive Borrowing with Binding Debt-Ceiling: The Anti-
Turnpike Property

Suppose the debt ceiling iz 2 binding constraint dus to such
factors as the size of the economy, the size of previous borrowinps
y

and outstsnding debt, etc., then the possibility of p(t) > 1 1is

not remote. Let us see what happens if the government, due to in-
advertence or 'Eun.f_hardi.ne%_ﬂ.g challenges by massive borrowing the
debt—ceiling in the name of rapid growth. As D(t) approaches D(t),
g' =+ = gnd p(t) rises ranidly mtil at some point p(t) > 1.

A rising d(t) now begins to capse massive capital shallowing as k
drops and k as well so that f£'(k)} rises negating the original
gaing from horrowing at a discreet distance from E{t}‘ The ecomiomy;
so to say, suffers a rpaem as its repayments outstrip its borrowing.
Drastic measures are taken in the current accounts arena! the

currency is devalued, imports are discouraged via foreign exchange
rationing and added tariffs and local savings is foreed through
inflation so that consumption levels per capita c(t) falls. Further-
more, a loan restructuring progran is negotiated with foreign lenders

to allcw the eccncoy to borrows more under certain conditiomalities.

This effectively pushes the debt-ceiling D(t) upwards to DlC) %,
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This haemorrhage canses the total debt to drop below D{t)* in the
next pericd and the economy restabilizes. 4&s the picture improves,

a government with a short memory will again challenge the debt ceiling
in an effort to speed up growth by massive borrowing. Again a con—
valsion visits the economy as it again tailspinsaway from the turn-
pike. A growth path of this sort iz referred to here as a “spasmodic
growth path.” It is essentially characterized by the recurrence of
the “anti-turmpike property" inherent in the unbridled foreign borrou-
ong strategy. Ino the long-run, the growth record of an economy on

the spasmodic growth path will be dismal, good intentions notwith-

standing.

d. Hoderate Borrowing with Debt=Ceiling The Sustainable
Growth Path

¥oderation and good sense in this case means borrowine up to

a point where plt) e 1 or also g' = 1. This implies that the

economy borrows up to a point where the marginal repayvment equals the
marginal debt acquisition. Since g’ =0 for D{t) much lower than

D(t) =and begins to rise only as D(t) is approached, the outstanding

debt ig positive or d(c)* > 0. Fipore 1 illustratesthis:
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Figurea 1

Et)

L e D(t)
B(t)y* TTE)

This is a case where some repayment of previous debt ia to bhe made
(R(t} > 0, Df{t) = 0) regardless of what happens in period t.
g{D(t)) is represented by & curve sloping upwards. At point E,

the margzinal condition of (b} is satisfied with pft) < 1. It is
possible that the repayment due in period t is so larpe and the
debt ceiling for the period so low that at E, p(t) > 1. Figure 2

11lu=strates this:

Figure 2
Rt}

: - n(t)




T _1
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Thus althowgh the current debt D(t)®* is still way below the ceiling,

the ecooemy is convulsing due Lo previous pericds’ immoderation: k
is negative. This illustrates the case of the period right after the

gpasm 1s wmdergone.

¥oderate borrowing and the choice of the moderate srowth path
may seem in the short run to be doinz less. It is mot compatible
with megalomanic tendemcies but in the lopng haul, it pets to the
turnpike faster than anv prowth path and thus achieves a much better

growth record.

e now juxtopose in Figure 3 the different growth paths that

we have been discussing.

cl(t)
Figure 3
E’{tr-"— .ri __. 3 - _,_#
i ()~ (& (a)——
| - -~ o b
| "" o -__..-r
| el
Fir o
[ j/l =
. A
s “
c(0) — Ei
{ :_,.-'

| e

= — t

e{0) is the initial consumption per capita and c{t)* is the turn-

pike comsmption per capita. The different pathe are represented
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by the different arrows. Path (2) reflects oor case {a) in the text
where no borrowing is resorted to and the approach to the turnpike is
done by increased savings. Wote that the consumptien per c:ﬁita drops
first before it climbs up in time and approaches c(t}* over the long
(long) haul. Again the drop in a low enough c(0) by forced sawings
may ignite social unrest and mdﬁ.nnt genérate enough savings inyuay.
Secondly, the wait may be too long so that wnrest may again loom in

the borizon.

Path (b) involves borrowing without limit since no constraint
is binding. The approach to the turnpike is most rapid. But this:is
not realistic and need not be belabored further. Path (c) is of
great interest. Initialiy, massive_fgfgigg borrowing in the name of
growth causes a rapid approach to the turnpike. But gelf-congratula- !
tions is premature because alenp the way, the deb;:EEiling catches up
with the economy and ity goes into a teilspin which shoves it uncere—
monicusly away from the turmpike. gpﬁuumptiuu per capita falls as the
economy frantically tries to meet its repayments. As the economy
stabilizes, the economy, again.uvereager. returns to messive borrowing

and experiences yet another spasm and so om.

Path (d) is the sustaipable path. In the short rum, it is

not as impressive as the unmitigated borrowing path (c) but in the

long rum, it takes the economy to a higher per capita conswmotion.
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The behavior of the resal return to capital requires somne
comment. The predicted behavior is that £'(k) which is at first
rather high, drops progressively through the growth phase and shoots
uwp again thru the crisis phase thus bouncing the economy away from
the optimal growth path. While thiz iz no more than: the natursal
theoretical corollary of the succession of relative abundance amd
relative scarcity of capital, cauvsal empirical cbservation seems to
point ptherwige. Thiz iz egpecially disturbing in the retreat stage.
Vhen the Central Baok tightenmed the screw oo money supply, the
ncminal rate of interest rose to up to &0Z. But the inflation rate
was running at a galloping &5%. The real interest rate (nominal
mitus inflation rate) is then negative. A liquidity squeeze with
galloping inflstion, ordinarily an anomalous partnership comes
naturally in the wake of {a) the uncontrolled spending precipitated
by the last political exercise and (b) the devaivation made impera—
tive by the foreign exchange crisis. Furthermore, there appears to
be a gubstasntisl demand for Central Bamk bills giving 30% ioterest
which highlights the shorifall in nominal rate. A possible expla-

natirm is that hanks apd ssvers alike see the current inflation rate
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a8 abnormal due to the confluence of the irr&spnusible election
spending and the devaluation. The expected normal inflatisa rate
may be much lower. A second source of explanation is the dizequili-
brim nature of the situation where interest sdjustment wpwards has
sane stickiness and scoe momey illusion. The general feeling now is
that capital has bacome costlier te obtain, and interbank rate of &0F
confirms this.

GorTuption and the Growth Path

The preceeding discussion assumes implicitly that borrowed
funds ave used in the most efficient way. In other words, the
dynamics is assuet: to unfold in a corruption-free envirosment with
the policymakers prececupied enly with maximm lonp-run welfare. We
observe that a crisis can develop even in this sterilyred milien.

If we move from the germ—free sorroundings, the tendency o tailspin

is &ven more proncunced.

Suppose corruption on the one hand and grossly wmproductive
investments cn the o%her (palaces, dollar salcing, 1&2, ete, ) become
the order of the day with the omset of foreign borrowinp. In other

- words, besides the public agenda there is a hidden apenda which

siphons off resources. Then there arises a need to distinguish betwesn

productive ard umproductie borrowing. Let the actual boTrowing per

capita be d{t). Due however to the demands of the hidden agenda ,
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what reslly turns up to help true capital deepening is productive

borrowing, d(t]P = d{t) = d(t)”, #o that

() k = £0d0) - o) - AK(®) - 4O (o) - D

Thus %k rises slower than it should without the encroachment of the
hidden agenda. The benefits from borrowing is reduced and manifests
itgelf in slower growth. The debt service angle however remains
exactly as before, i.e., ole) = BLe)/D(t) with dp{r)}/fdD{c) + =
as D(t) =+ D(t). D{t)" is not relevant here. Regardless of how
the lozns are used, the repayment schedule is the same. As long as
curreat D(t) is =till way below D{t)}, gft) < 1 and ';: still
positive. At some point as D(t) is approached, p(t} > 1 and
debt repayment rises faster than debt acquisition. The econcmy
reverses capital deepening and a crisis develops. But this is not

all. Repayment starts from d(t) mnot d{t}P, j.e., in the rerreat

e

() k = £{k(t)) - e(z) — k(t) - d{t)(p(e) - 1)
Thus k falling faster than warranted by its previous rise. The .
repayment is the same as previously but the repayment base (k(t))
is smaller so the crisis is more pronownced. Corrgptiom and groasly
unproductive investment has two effects: slower growth and moTe

acute BOP crises. Graphically it may be demonstrated by Figure 4.
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Fimure &
clt])
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Path (a) reflects the path Hith nassive borrowing and no debt cEiling
Path (4} reflezis the path with mossive borrowing, with a binding
debr ceiling bui mo corruptice. Fath {c) reflects the growth path
with magsive Lheorrowing, = binding debr celiling and with corruption
ard umproductive investment. Hote that compared with path (b), the

growth in et} iz slewst apd the Jips are deeper.

Devt=Ceilios [Ecestainty

The debt—ecciling Dt} at any piven reriod t is a function
of the outstazdicpz Jobt, the proveilins international lending rate
and the rete and tha hoot of iatﬂru.'z.‘.:innal disturbances in thar
period. Tor examplie, a tight money policy inm the U.5. and Furope can
lower the debi-ceilicg of = country through its effect on the lending
rates. The coil:ipse of prices of commodities a comntry exports can

algo chaope the locdor’s definition of the debr—ceiling.. The disco—
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very of commercial quantities of fossil fuel can raise the celling.
In other words, the debt—ceiling is a repository of all informationm

about the econcay's capacity Lo pay.

For all the current talk sbout the debt—ceiling. a great
amount of wncertainty still sorrounds its actual value at any period
t. Since ours is = decision model, we need to imbed this decision
element into our model. Let the properties of g be as before. For
simplicity of potation, we drop the period indicator t in oit),
D{t). let D be a normally distributed random variable % with

s
mean D and variance o5 subjectively defined. We have thus

Ml

{6 R(t) = g{D, D)

where g has the-same property as above. The nature of ocur assumption

- [
allows us to express the problem in terms of ER(t) , the average

current repayment. A Tayior Series expansion of (6) gives.

R(e) = g(@, B%) + g5’ @, 5 + g5" @, PHO - 5

=S

wvhere £="" iz the second partial with respect to D. Taking expectation
&%

R = g, B + 55" o5 = 1@, i)




The parameter of interest is mow 0. Of interest is whether h
retains the properties which which we endowed g. %Ye have
2

o dg="YD
Eh_ = EE = D i
4D aDh 2 B

Having said nmothing sbout g-"", we cannot say what the sign of this
i

expression would be. The nature of the problem, however, compels us

to assume that 3gf’'/8D is positive and likewise approaches infiniry

as D = D,

Example: Let g(D, D) = a + bf(D - D) where a may be
congidered the debt service due to outstanding debt in
period t. It is clear that dgfeD > 0O and approaches

infinity ag D D. We also have

e e L
al (b = D)
and
2
a_ 2 - Zb > i
aEE (D — D)
and finally
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Likewise, it iz clear that the expression approaches infinity as

D -+ D

Yhat ig the implication of t_l:'lis in our overall amalysis? Hote

firat that the condition (iib) being g’ = 1 now becomes

3h
F37

Thus the optimal current borrowing D(t)** is smaller tham D{t)*

: = : . 2 - :
in a riskless situation {-:.IE = Oymince g! <01 95 0.

Figure 5

T
D{t}# D) T3] ) ’

The presence of wncertainty in D' has caused policymakers te act
more conservatively by going easy on current borrowing. The greater

2 : - - z
is the uncertainty Eﬁﬁ }, the more comservative is the optimm current

borrowing.
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Altheogh mder normal cireumstances, D is considered by the
economy as & parameter, the picture changes somewhat in a crisis
situation. The economy negotiates a restructuring of its debt which
essentially means further rollovers and mere loans. This 18 . thntamount

to raiging .

The Philippines in Spasmodia

Although it is dangerous to interpret history on the basis of
any model not to say of a highly simplified ome, interpretations are
being made anyway. We are going to do the same if only to enrich the

peol of interpretations.

The Marcos era (1966 - )} experienced two balance of payments
criges both resulting in devaluations and massive retrenchments that
created massive dislocarions. The first one wag in early 1970
culminating in the devaluation of February 21. The immediate cause
was thtwﬂssgivt government deficit brought about by the presidential
election of November 19@9‘ The underlying cause was the massive
growth of foreign debt to finance the buge agricultural and industrial
programs. In three years from 1966 to 1969, foreign debt rose to
100Z. Internal debt was 18.4% of GNP in jo9sg, up from 14.7% of GNP
in 1965. Credit was relaxed with the drop in rediscount rates and

reserve requirements. As a result between 1966 and 1968, rice product-

"':'I'?'-.- P 1 .3' 4"IL h J":, ';-... Ef.'ﬁf?'h

wid F

Diliman, Quesen City




tion rose 13F while it rtose ooly 9% between 1960 to 1%966. But the

prosperity was shortlived and the collapse came soc after the pre-

. #idential election drove government deficit through the ceiling.

The decade of the seventies which preceeded the 1983 crisis

told in broad outlines a similar story. Begioning in 1975, the
govermment embarked on massive foreign borrowing to finance its grand
programs in energy self-reliance, food self-sufficiency, transport
and structure, etc., 2ll in the name of rapid srowth. The pattern
continued even after the interest rates beéamé prohibitive after the
1979 0il shock. This enormous indebtedness fueled a GDP growth rate
of 6.3% for the decade, respectable by Third World, though anaemic
by South = and Southeast fAzian stasndards. Why our sgrowth was only
regpectable but less than impressive despite our massive borrowings
remains a point to ponder. The hypothesis of -the hidden agenda
stands unrefuted. Then 1930 recession and 1983 Opec cartel collapse
drove loanable funds into hiding. By mid-1983, the foreipgn debt

stood at 525 billion and the spasm came soon after.

Growth has turned into a retrest. If oor hr:;.ri.z-:rn includes
the seventies and the eighties, our average growth rate would be
dizmal by aoy standards. Under pormal democratic circumstances, the
helmsmen who have brought about this prostration should already have

resigned or been hooted out. Anybody could have with massive foreipgn
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hur‘.l:m'ing provided. ln:ﬂhlan:u.-. nf 'g‘:mﬂ:h 111 the simrt run. It is

sustained grnwth that tests r:mpetlmce.

Su.s-ta.:mable grmth does nnt f:_t very well in a ‘um:ha
scheme of th:_nga It nhhm-a instant smokestacks that seldom belch,

instant Eﬂ.i‘flﬂEE that get bmded up, instant trees that bear no

flm:.ﬂ and assure no seeds far I:hi future.
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