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ABSTRCT

There are always a lot of sovereign debt dispute, because of the irresponsible
behaviors of the creditors and debtors in global financial market. In order to deal with
these disputes, all sides concerned have bring forward all kinds of solving
mechanisms, while asking both creditors and debtors to change their own behaviors
directly. The mechanisms such as SDRM created by IMF, CACs supported by United
States and HIPC initiative are all based on the concern of debt quantity. With the

doctrine of odious debt

solving of Saddam’s debt after Iraq war, an ancient theory
was reintroduced and catch the attention of international society.

In traditional, odious debt means sovereign debts meet following conditions: first,
absence of consent; second, absence of benefit; third, creditor awareness. There are
three types of odious debt: subjugation debt, war debt and regime debt. Theoretically
speaking, the doctrine can be used in debt negotiation, international court and other
contexts, but as the doctrine is not feasible and creditors want to control the process of
debt restructuring, it was rarely adopted. After realizing the problem, scholars began
to amend the doctrine and design mechanisms to apply it from 2003. As a result of
this, new doctrines such as illegitimate debt, odious financing, odious creditor and
illegitimate international financial system were introduced. The application
mechanisms can be classified as judicial framework, executive framework and
contract framework. Deviating from expected result, these new doctrines and
mechanisms make the situation more complex. Based on the review of above research,
this paper construct a dynamic game model based on the reputation model to describe
the status quo of sovereign debt market, in which both creditors and debtors prefer the
trigger strategies. The new equilibrium implying that odious debt doctrine can
improve the sovereign debt market. In the end of this paper, combining with Chinese
government concessional loan, some policy recommendations will be given to avoid

odious debt problem and maintain a good image in international society.

Key Words: Odious Debt; Prevention of Odious Debt; Reputation Model
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