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		Abstract

		One hundred years ago in the United States, confronted by the urgent need to find a debt workout procedure for large corporate and railroad bond issuers, the financial community looked at three options: amend the U.S. bankruptcy law to permit reorganizations (the predecessor of today's Chapter 11), not just liquidations of the debtor companies; include contractual provisions in the underlying bonds that would allow a restructuring of those instruments with the consent of a supermajority of the bondholders; or pursue a court-supervised debt restructuring by engaging the equitable powers of the civil courts to oversee such a process.    

A century later, confronted by the urgent need to find a debt workout procedure for sovereign bond issuers, the same three options are open for discussion.  The International Monetary Fund is actively studying the possibility of constructing, at the supranational level, the equivalent of a "Chapter 11 for countries."  The use of contractual provisions to facilitate sovereign debt workouts - an idea whose time had visibly not come even just a few years ago - is being reconsidered by both the sovereign borrowers and the institutional bondholder community in the light of Argentina's catastrophic debt default in December 2001.  Resort to the equitable powers of the civil courts to oversee creditor-led sovereign debt workouts is, we believe, possible in appropriate circumstances.    

This article looks at the existing contractual provisions in sovereign bonds and the existing U.S. legal procedures in order to explore how far these may be enlisted to further the goal of orderly sovereign debt rearrangements.  This article concludes that these existing contractual provisions and civil procedures - if used creatively and confidently - can go much further toward achieving this goal than conventional wisdom would suggest. 
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