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2TODAY’S AFRICAN DEBT – BACK TO 
THE EARLY 1980s



3AFRICA’S DEBT IS SMALL COMPARED 
TO THE REST OF THE WORLD
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AFRICA’S BROAD MIX OF CREDITORS



5AFRICA’S FUTURE DEBT NEEDS 
– AN EXAMPLE

Ethiopia’s investment forecasting gap (2021-2030)



61980s AFRICAN-LED ATTEMPTS AT 
DEBT MANAGEMENT



7RECENT EXPERIENCES WITH DEBT 
RELIEF – THE SOMALIA CASE



8RECENT EXPERIENCES WITH DEBT 
RELIEF – THE DSSI



9RECENT EXPERIENCES WITH DEBT 
RELIEF – THE ZAMBIA CASE
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1. BASED ON 
“PARIS CLUB” 

CREDITOR 
COORDINATION 

IS MAIN 
MODALITY – 
EXCLUDES 

BORROWERS

2. CREDITORS 
HIDE BEHIND 
NOTION OF 

COMPARABILITY 
OF TREATMENT 

(pari passu) - 
LEADS TO RACE 
TO THE BOTTOM

3. CERTAIN 
CREDITORS 

EXCLUDED FROM 
ANY BURDEN - 
HIDE BEHIND 

"PREFERENTIAL 
TREATMENT" 

NOTION

4. BORROWERS 
TREATED 

SEPARATELY 
FOR LARGER 
DEBT RELIEF 
EVEN IF FACE 

SAME EXTERNAL 
EVENTS/CHALLE

NGES

5. CREDITORS 
UNWILLING TO 
TAKE RISK OR 

SHARE “BURDEN” 
WITH DEBTOR - 
HIDE BEHIND 

MORAL HAZARD 
ARGUMENT

AFRICA IS OPERATING IN A SYSTEM 
STACKED AGAINST BORROWERS
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ATTITUDE TOWARDS CREDITORS

CORRUPT AND/OR POORLY EDUCATED 
BORROWERS

CAN AFFORD TO/ SHOULD BE 
GENEROUS

MORE DIFFICULT TO BE 
GENEROUS

CHARITABLE/CASH-STRAPPED CREDITORS

TOTAL 
AMNESTY

IMPRISONMENT/ 
PUNISHMENT

SHOULD HELP RELIEVE DEBT AS 
THEY’VE DONE THEIR BEST WITH IT

ENTREPRENEURIAL AND/OR ECONOMICALLY 
CONSTRAINED BORROWERS

ATTITUDE TOWARDS BORROWERS

RICHER AND/OR UNSCRUPULOUS CREDITORS

NEED TO MANAGE MORAL HAZARD 
AND AVOID RECURRENT DEFAULT

VV

VV

HISTORY: VARYING DEGREES OF 
DEBT RELIEF
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REGULAR 
GENERALLY 

APPLIED 
AMNESTIES/

CANCELLATION

WHAT IS THE 
MIDDLE GROUND?

A STARTING POINT FOR REIMAGINING 
THE GLOBAL DEBT RELIEF SYSTEM

DESIGN A SYSTEM TO MANAGE 
CREDITOR BEHAVIOR, NOT JUST 

BORROWER BEHAVIOR

STATUS QUO =  
ALMOST NO 

DEBT RELIEF & 
MAJOR 

(PAINFUL) 
POLICY 

REFORMS
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EIGHT 
CONCRETE 

IDEAS

1. EXPAND 
STATUS QUO 

TO MICS

2. IMPROVE 
COMMON 

FRAMEWORK

3. NEW BRADY 
BONDS and/or 

EXTENDED 
DSSI

4. DEBT FOR 
NATURE/DEBT 
FOR CLIMATE 

SWAPS

5. LAUNCH 
ANOTHER 

HPIC/MDRI

6. COLLECTIVE 
DEBT RELIEF 

NEGOTIATION

7. USE THE UN 
OR IMF AS 

DEBT ARBITER

8. SOVEREIGN 
BANKRUPTCY 

COURT FOR 
"FRESH 

STARTS"
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Extend Status 
Quo (common 
framework to 

MICs)

Improve 
common 

framework

New brady 
bonds and/or 

Extended 
DSSI

Debt for 
Nature/ 
Climate 
Swaps

Launch a 
new 

HPIC/MDRI

Collective debt relief 
negotiation

Use the UN 
or IMF as  

debt arbiter

New global 
bankruptcy court for 

"fresh starts"

• Familiar 
system

• Could 
potentially 
include 
MDBs, etc.  

• Aim for more 
predictability

• Familiar 
system

• Could 
potentially 
include MDBs, 
etc

• Could set clear 
deadlines

• Can have 
more dialogue 
between 
borrowers/ 
creditors (e.g. 
GDSR)  

• Could be 
significant 
interest rate 
cut for 
broad 
number of 
borrowers

• Helps deal 
with short-
term 
solvency 
challenges

• Aim for fair 
burden 
sharing 
between 
creditors 
and debtors

• Familiar 
system

• Could 
potentially 
include 
MDBs, etc.

• One-by-one 
approach to each 
creditor/ type of 
creditor

• Aim for fair burden 
sharing between 
creditors and 
debtors

• Outcome can be 
borrower-
determined terms 
vis-à-vis each 
creditor (and type 
of lending from 
that creditor)

• Policy 
conditionality 
minimized (if any) 
due to uniformity

• Could 
maintain 
some 
principles 
of CF

• Timeline 
can be 
adapted 
depending 
on urgency 
of case

• Aim for fair burden 
sharing between 
creditors and 
debtors

• Outcome can be 
based on uniform 
principles and/or 
differential  terms 
vis-à-vis creditors 
or borrowers (and 
type of lending)

• Timeline set by 
court depending on 
urgency of case

• Policy 
conditionality not 
necessary

PROS OF REFORM PROPOSALS



15CONS OF REFORM PROPOSALS

Extend Status Quo 
(common framework to 

MICs)

Improve 
common 

framework

Launch a 
new Brady 

bond round

Debt for 
Nature/ 

Climate Swaps

Collective 
debt relief 

negotiation

Launch a new 
HPIC/MDRI

Use the UN or 
IMF as  debt 

arbiter

New global 
bankruptcy 

court for "fresh 
starts"

• Negotiation approach 
is one-by-one for 
each borrower

• Creditors only make 
final decision –  low 
bargaining power for 
borrower

• Preserves 
“comparability of 
treatment” = race to 
bottom

• Unclear, non-uniform 
relief terms

• Always excludes 
preferential creditors

• Possible for creditor 
holdouts

• Highly conditional on 
extensive IMF 
program

• Deadlines for 
creditors 
unenforceabl
e (i.e. 
possible for 
creditor 
holdouts)

• Last time 
was 
condition
al on 
reforms 
(but does 
not have 
to be!)

• If not 
actual cut 
in interest 
rates 
postpone
s problem 
and may 
lead to 
higher 
future 
servicing

• Very small 
sums 
involved

• High 
conditionality 
on new 
nature/ 
climate 
programme – 
may be other 
borrower 
priorities

• Creditors 
may only 
accept 
this 
reform if 
they see 
interest in 
it and/ or 
become 
more 
benevole
nt

• Creditors 
only make 
final decision 
–  low 
bargaining 
power for 
borrower

• Could 
potentially 
include 
MDBs, etc.  

• Deadlines 
unclear

• Last time was 
conditional 
on reforms 
(but does not 
have to be!)

• As proposals 
are currently 
formulated 
maintains 
one-by-one 
negotiation 
for each 
borrower 
(Paris-club 
style)

• IMF in 
particular has 
conflict of 
interest as a 
creditor

• UN may also 
have conflicts 
of interest

• Unclear what 
body could 
do this – may 
need entirely 
new body

• Creditors may 
only accept 
this reform if 
they see 
interest in it 
and/or 
become more 
benevolent
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REFLECTIONS AND ISSUES FOR DISCUSSION

IS THERE AN AFRICAN CONSENSUS THAT THE CURRENT 
SYSTEM ISN’T WORKING?

WHAT CAN WE LEARN FROM OUR EXPERIENCE IN 1980s 
OF DEBT POSITION COORDINATION, BRADY BONDS, 
SAPs, HPIC AND MDRI IN THE 1990s AND 2000s? 

SHOULD THERE BE A NEW AFRICAN UNION DEBT 
CONFERENCE?

WHAT OTHER STRUCTURAL ISSUES NEED TO BE 
TACKLED TO MAKE THE SYSTEM SUSTAINABLE FOR 
AFRICAN BORROWERS?
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