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Letter of Welcome

Dear delegates,

Welcome to the United Nations Development Programme committee at the Prague Model United
Nations 2021 Conference. As chairs of your committee, we welcome the opportunity to kick off
2021 with what will hopefully be one of the last online conferences during the COVID-19
pandemic. There are two potential topics to discuss in this committee, “Addressing public debt
vulnerabilities in lower-income economies”, and “Towards clean and affordable energy”. We
believe that these two topics address two of the most critical issues facing the developing world
today.
The enormous public debt burdens facing low-income economies impact billions of global
citizens by affecting what public services their governments can afford and how much local GDP
(Gross Domestic Product) must pay foreign creditors. The difference between success and
failures in public debt management is the difference between economies having access to
appropriate financial tools and bankrupt states forced into chaos because of their inability to
provide for their societies’ basic needs.
Simultaneously, the access of developing countries to affordable clean energy is essential to
the world’s ability to avert catastrophe from the climate change crisis. The rise of developing
countries such as China and India will not be environmentally sustainable unless the world can
find ways for them to shift from traditional ‘carbon intensive’ energy sources like coal and oil
towards cheap renewable resources such as wind and solar.
Taken together, these two issues will determine the fate of the developing world in the
21st century. As chairs, we are eager to see delegates debate the topics at hand and, most of all,
have a great time learning about international diplomacy. Good luck, and may the votes be ever
in your favor!

Kieran Spencer and Julia Hufnagel
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Kieran Spencer
Kieran has over 7 years of MUN experience
at conferences all over the world ranging
from Lima Peru to Karachi Pakistan. Kieran
grew up in the United States and has a
degree in International Relations from Bilgi
University in Istanbul. He is currently
studying Public Policy and Security at
Kaunas

Technology

University,

in

his

ancestral homeland of Lithuania. He speaks
English, Spanish, Turkish, and Bemba. His
favorite moment in his MUN career was
when as chair he arrested several of his
delegate heads of state for crimes against
humanity during a Model African Union
Conference.

Julia Hufnagel
Julia is a 23-year-old student studying European
Studies in the beautiful city of Maastricht. After being
a delegate at last year’s edition of PragueMUN, she
is looking forward to making PragueMUN 2021 her
chairing debut. She has taken part in several
conferences, including TLVMUN in Israel, HamMUN
in Hamburg and of course EuroMUN in Maastricht.
She was part of last year’s permanent delegation of
the United Nations Student Association Maastricht
and is heading this year’s team. Though the
conference will be held online, she is very much
looking forward to it!
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About the Committee

The United Nations Development Programme (UNDP) is a United Nations organization devoted
to eradicating poverty and protecting the planet. To achieve these goals, the UNDP works with
member states to develop policies, skills, partnerships, and institutions to sustain their
developmental progress.1
The United Nations has six main organs, which are the General Assembly (GA), the
International Court of Justice (ICJ), the Secretariat, the Security Council (UNSC), the Economic
and Social Council (ECOSOC) and the now defunct Trusteeship Council.2 The UNDP is
a subsidiary organization of both the GA and ECOSOC. An executive board of representatives
from 36 of the ECOSOC’s 54 member governments governs the UNDP.3 The member states are
selected based on geographical representativeness. The member states adopt non-binding
resolutions by a majority vote, although most decisions are made through consensus.
As the leading United Nations Development Agency, the UNDP is also one of the leading
United Nations organizations focused on implementing the Sustainable Development Goals
through social, economic, and environmental development, which it promotes globally.4 The
UNDP works in 170 States and territories, a considerable portion of the UN’s 193 member states.5
The UNDP’s primary tools to accomplish its objectives are nonbinding resolutions, reports, the
direction of its funds, and new voluntary funds.

1

UNDP, n.d. United Nations Development Programme. Retrieved from: https://www.undp.org/ (Last Access: January
11th, 2021).
2 United Nations, n.d. Main Organs. Retrieved from: https://www.un.org/en/sections/about-un/main-organs/index.html
(Last Access: January 11th, 2021).
3 UNDP, n.d. (b). Members of the Executive Board. Retrieved from:
https://www.undp.org/content/undp/en/home/executive-board/membership.html (Last Access: January 11th, 2021).
4 UNDP, n.d. (c). Sustainable development goals. (Last Access: January 11th, 2021).
5 UNDP (n.d. (d). About US. Retrieved from: https://www.undp.org/content/undp/en/home/about-us.html (Last
Access: January 11th, 2021).
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Members
The current Members of the UNDP Executive board are Botswana, Burkina Faso, Cameroon,
Egypt, Gambia, Rwanda, Somalia, South Africa, Cambodia, China, India, Kuwait, Republic of
Korea, Saudi Arabia, Vanuatu, Bulgaria, Czech Republic, Russian Federation, Ukraine, Antigua
and Barbuda, Brazil, Colombia, Mexico, Peru, Australia, Austria, Canada, Denmark, Finland, Italy,
Japan, Norway, Sweden, Switzerland, The Netherlands (Kingdom of), and the United States.

Figure 1: Meeting of the UNDP Executive Board in 2016

Source: UNDP (2016).6

UNDP, 2016. UNDP’s governing body convenes at start of crucial first year for 2030 Development Agenda.
Retrieved from: https://www.undp.org/content/undp/en/home/news-centre/news/2016/01/25/undp-s-governing-bodyconvenes-at-start-of-crucial-first-year-for-2030-development-agenda.html (Last Access: January 11th, 2021).
6
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Topic A: Towards clean and affordable energy

Introduction
Affordable and Clean Energy is the seventh of the seventeen Sustainable Development Goals
(SDGs) adopted by the United Nations. The SDG 7 has five targets that should be met by 20307:

1) 7.1 Ensure universal access to affordable, reliable and modern energy service;

2) 7.2 Increase substantially the share of renewable energy in the global energy mix;

3) 7.3 Double the global rate of improvement in energy efficiency;

4) 7.A Enhance international cooperation to facilitate access to clean energy research and
technology, including renewable energy, energy efficiency and advanced and cleaner fossilfuel technology, and promote investment in energy infrastructure and clean energy technology;

5) 7.B Expand infrastructure and upgrade technology for supplying modern and sustainable
energy services for all in developing countries, in particular the Least Developed Countries
(LDCs), Small Island Developing States (SIDS), and Land-Locked Developing Countries
(LLDCs), in accordance with their respective programs of support.

SDG 7 focuses not only on giving people access to electricity, but also on doing this in
a sustainable way, that does not increase carbon emissions. SDG 7 is critical for world progress,

7

United Nations, n.d. (b). Facts and Figures. Retrieved from: https://www.un.org/sustainabledevelopment/energy/
(Last Access: January 11th, 2021).
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because it is connected to nearly all other SDGs, especially the SDG 5 Adaptation to Climate
Change, SDG 2 Health, and SDG 3 Education.
Since the COVID-19 pandemic in 2020, the importance of SDG 7 has become much more
significant. In the socially distanced world, access to work, education, and healthcare are
determined by electricity availability at home. This has further divided the world as rich western
countries can continue schooling and work online while rural developing areas are forced to sit at
home. Access to electricity may also be essential for the distribution of the COVID-19 vaccine in
2021, as many of the leading vaccines require refrigeration and cold chains.

History of the topic
While access to clean and affordable energy has been an important goal since the industrial
revolution, they are now more critical than ever. Both the "clean" and "affordable" aspects of
sustainable energy development are becoming more relevant in the 21st century. Affordable
energy gained prominence in the early 2000s as more scholars argued that it is a right rather than
a privilege. Some have even begun to say that it should be considered a human right.8 9 This is
because it is essential to maintain other human rights like gender equality, self-determination, and
the right to a decent standard of living.
Regardless of its status as a human right, the number of people, who have access to energy
has grown for most of recent history, both in absolute terms and in terms of a percentage of the
total world population. In 2019, there were 6.75 billion people with access to electricity and 840
million without access.10 Despite this, the last fraction of the population without electricity has not
reduced quickly enough to meet SDG goals.
As the importance of energy and the climate crisis have become more salient issues globally,
it has become more important to find clean energy sources. If the developing world were to

8

Pandey, A., 2018. Energy: A Basic Human Right.
Retrieved from: https://www.geopoliticalmonitor.com/energy-a-basic-human-right/ (Last Access: January 11th, 2021)
9 Tully, S., 2006. The human right to access electricity. The Electricity Journal, 19(3), p. 30-39.
10 World Health Organization, 2019. More people have access to electricity than ever before, but world is falling short
of sustainable energy goals. Retrieved from: https://www.who.int/news/item/21-05-2019-more-people-have-accessto-electricity-than-ever-before-but-world-is-falling-short-of-sustainable-energy-goals (Last Access: January 11th,
2021).
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provide its energy through the same “carbon intensive” and unsustainable technologies as
Western Europe and the United States used to develop, it would not avoid a climate catastrophe.
This is because the power generated by non-renewable sources like coal causes far more carbon
emissions than renewable sources. For example, in order to generate one Kilowatt-hour, coal
produces 109 grams of CO2 emissions; nuclear plants, and wind power both produce 4 grams;
and solar produces 6 grams.11 Luckily for the planet, the cost of energy-efficient fuel sources is
quickly decreasing, making the 'carbon efficient' methods cheaper than coal and fossil fuels in
various areas. In the United States (US), the cost of solar power fell from $248 per Megawatt hour
in 2010 to $40 in 2019.12

Figure 2: Levelized Cost of selected energy sources (US dollars)

Source: Lazard (2019).13

Evans, S., 2017. Solar, wind and nuclear have ‘amazingly low’ carbon footprints, study finds. Retrieved from:
https://www.carbonbrief.org/solar-wind-nuclear-amazingly-low-carbon-footprints (Last Access: January 11th, 2021).
12 Lazard, 2019. Levelized Cost of Energy and Levelized Cost of Storage 2019. Retrieved from:
https://www.lazard.com/perspective/lcoe2019 (Last Access: January 11th, 2021).
13Lazard, 2019. Lazard’s Levelized Cost of Energy Analysis – version 13.0. Retrieved from:
https://www.lazard.com/media/451086/lazards-levelized-cost-of-energy-version-130-vf.pdf (Last Access: January
11th, 2021). (Last Access: January 11th, 2021).
11
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Discussion of the problem
SDG target 7.1 is universal access to affordable, reliable, sustainable, and modern energy
services. This topic is further subdivided into two indicators: 7.1.1 the Proportion of population
with access to electricity and 7.1.2 the Proportion of population with primary reliance on
clean fuels and technology. For more details on these goals see The Energy Progress Report
2020.14

7.1.1 the Proportion of population with access to electricity
In the last few years, significant progress has been made by deploying more cheap electrification
options. This includes grid-based and off-grid solutions. Grid-based solutions expand the
electricity grid so that more households can connect to it. Building a new power substation in
a rural area would be an example of an on-grid solution. Off-grid solutions give people direct
access to power, which is collected where it is used. Solar cells placed on a rural house and
connected to a battery pack are an example of an off-grid solution. The number of people without
access to electricity dropped from 1.2 billion in 2010 to 789 million in 2018 despite an increase in
the total global population.15
While the world continues to make progress towards universal access to energy, it is not on
track to achieve universal access to energy by 2030. Europe, Asia, the Americas, and Asia have
nearly achieved universal access to energy, but access to energy in Sub-Saharan Africa remains
stubbornly low at 44%. The remaining populations are tough to reach as they live in displaced
person camps, rural areas, or are connected to overburdened urban grids.16

14

International Energy Agency et al., 2020. The Energy Progress Report 2020. Retrieved from:
https://trackingsdg7.esmap.org/data/files/download-documents/tracking_sdg_7_2020-full_report_-_web_0.pdf (Last
Access: January 11th, 2021).
15 UNDP, 2020. The Energy Progress Report 2020. Retrieved from:
https://openknowledge.worldbank.org/handle/10986/33822 (Last Access: January 11th, 2021).
16 Ibid.
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Figure 3: Number of people with (in blue) and without (in green) electricity access

Source: Our World in Data (2019).17

7.1.2 the Proportion of population with primary reliance on clean fuels and technology
Another key aspect of this topic is access to clean and safe cooking fuels. While 61% of the global
population now has access to such fuels, progress is again too slow to reach the sustainable
development goals deadline in 2030. The global population without access to clean cooking
remains stubbornly stuck at nearly 3 billion. Since 2012 the rate of increase towards access to
clean cooking has even slowed behind population growth in some countries.18 Meaning that if
trends continue these countries will have more people using ‘carbon intensive’ energy sources
for cooking even if the percentage of the population relying on such sources decreases. The
Committee should therefore focus on finding new solutions to 7.1.2.

17

Our World in Data, 2019. Energy Success. Retrieved from: https://ourworldindata.org/energy-access (Last Access:
January 11th, 2021)
18 Ibid.
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7.2 Increase substantially the share of renewable energy in the global energy mix
Target 7.2 is focused on increasing the level of renewable energy available worldwide. Unlike 7.1,
7.2 only has one indicator, the “Renewable energy share in the total final energy
consumption”.

Figure 4: Costs of renewable energy sources (2010/2016; in 2016 USD)

Source: Our World in Data (2017).19

The third element of this goal is to increase clean, renewable energy in the international
market. Progress is much slower for this goal than the others.20 Renewable energy currently
makes up about 17.5% of the total global energy market. Despite this, the world continues to
progress towards this goal as the percentage of energy coming from renewables had increased
from 16.3% in 2010 to 17.2% in 2017. The leading renewables driving this growth are photovoltaic

19

Our World in Data, 2014. Energy. Retrieved from: https://ourworldindata.org/energy (Last Access: January 11th,
2021).
20 UNDP, 2020. The Energy Progress Report 2020. Retrieved from:
https://openknowledge.worldbank.org/handle/10986/33822 (Last Access: January 11th, 2021).
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solar (Solar PV) and wind power.21 The two main solar power types are solar PV, which converts
sunlight directly to electricity, and solar thermal, which converts solar energy to heat and then
electricity. To reach goal 7.2, the committee should find ways to encourage stakeholders to use
more renewables in the heating and transportation sectors.

7.3 Double the global rate of improvement in energy efficiency
SDG target 7.3 is to double the global rate of improvement in energy efficiency by 2030. The
current rate of improvement is compared to the rate from 1990 to 2010 (1.3%) to measure this
goal. SDG 7.3 therefore also has only one indicator, the “Energy intensity measured in terms
of primary energy and GDP”.22 Energy intensity is defined by how much energy is used for each
United States Dollar of GDP. in 2017, this number stood at 1.7% to achieve the goal, it must
increase to 2.6%. This means that countries need to use less energy to generate GDP growth.
To meet the goal, member states need to increase efficiency by an average of 3% per year (see
Figure 5 below). Member states can meet these targets by enforcing energy standards such as
minimum energy efficiency rates, in addition to financial incentives to reduce carbon emissions.23
While countries like India have made significant progress towards this goal, regions like Northern
Africa and Latin America have not met their goals.

21

Ibid.
Ibid.
23 IEA, 2020. Energy intensity.
Retrieved from: https://www.iea.org/reports/sdg7-data-and-projections/energy-intensity (Last Access: January 11th,
2021).
22
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Figure 5: Current speed of energy intensity progress vs. rate needed to accomplish SDG 7.3

Source: IEA et al. (2020).24

Goal 7.A
Goal 7.A seeks to "enhance international cooperation to facilitate access to clean energy research
and technology, including renewable energy, energy efficiency and advanced and cleaner fossilfuel technology, and promote investment in energy infrastructure and clean energy technology"
by 2030.25 This is measured by the "level of international financial flows to developing
countries in support of clean energy research and development and renewable energy
production, including in hybrid systems". Between 2000 and 2017, developing countries
received a total of $138.9 billion for renewable energy projects; in 2017, this sum reached 21.4
billion, which was twice the 2010 cumulative amount. About half of this money went into

24

International Energy Agency et al., 2020. The Energy Progress Report 2020. Retrieved from:
https://trackingsdg7.esmap.org/data/files/download-documents/tracking_sdg_7_2020-full_report_-_web_0.pdf (Last
Access: January 11th, 2021).
25 UDNP, 2020. SDG indicators - SDG 7A. Retrieved from: https://open.undp.org/sdg/targets/7/a (Last Access:
January 15th, 2021).
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Hydropower, with solar receiving the second largest portion. The largest donors were the Bank of
China and the Asian Development Bank.26

Goal 7.B
Goal 7.B seeks to "expand infrastructure and upgrade technology for supplying modern and
sustainable energy services for all in developing countries, in particular least developed countries
(LDCs), small island developing States (SIDS), and land-locked developing countries (e.g.
Zambia), in accordance with their respective programs of support" by 2030. This is measured by
the indicator "Investments in energy efficiency as a percentage of GDP and the amount of
foreign direct investment in financial transfer for infrastructure and technology to
sustainable development service." 27

Figure 6: A solar plant in Zambia

Source: Takouleu (2019).28

This goal recognizes the unique position that landlocked countries and small island developing
states find themselves in. These countries contribute almost nothing to climate change but are

26

Ibid.
Ibid.
28 Takouleu, J., 2019. ZAMBIA: Elsewedy Electric and Toyota Tsusho will build 2 solar parks of 50 MW.
Retrieved from: https://www.afrik21.africa/en/zambia-elsewedy-electric-and-toyota-tsusho-will-build-2-solar-parks-of50-mw/ (Last Access: January 11th, 2021).
27
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poised to endure devastating consequences from the climate crisis. These countries face both
the disruption of climate change and challenges associated with development generally.

Previous UN involvement
The United Nations has had an essential role in promoting renewable energy since it became
a well-known global issue. SDG 7 is the meeting point between the UN’s historic efforts to reduce
greenhouse gas emissions and stimulate rural development. Energy is a difficult problem for the
United Nations to solve because carbon emissions from current energy technologies mean
countries must make tradeoffs between development and reducing carbon emissions.

Timeline of United Nations Actions29
● 1992 United Nations Framework Convention on Climate Change (UNFCCC)
o 154 United Nations member states came together to establish the UNFCCC in Rio de
Janeiro, Brazil in 1992. Countries agreed to reduce greenhouse gas emissions to a level
that would prevent human interference with the climate system. The UNFCCC originally
focused on reducing emissions from developed countries, specifically Western Europe,
North America, Australia, and Japan.
● 1997 Kyoto Protocol adopted
○ UNFCCC negotiates the Kyoto protocol, which gives each industrialized nation countryspecific targets for greenhouse gas reduction.
● 2000 Millennium Development Goals
○ The predecessor to the Sustainable Development Goals, the Millennium Development
Goals (MDGs), set a goal to eradicate extreme poverty and half the proportion of the

29

United Nations, 2020. Climate negotiations timeline. Retrieved from: https://www.iea.org/reports/sdg7-data-andprojections/energy-intensity (Last Access: January 11th, 2021).
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Earth’s population living on less than $1.25 per day. Rural electrification was seen as an
essential process to achieve this goal.30
● 2015 Paris Agreement
○ UN member states agreed on more CO2 emission restrictions. The Paris agreement
added additional restrictions on CO2 emissions, together with more regulations for
transparency. Developed countries must also indicate, how much financing they will
provide to developing countries to prevent emissions and adapt to climate change.31

● 2015 the 2030 Agenda for Sustainable Development (also known as
Sustainable Development Goals or SDGs)
○ The sustainable development goals, including SDG 7 affordable energy, were negotiated
in 2015 and adopted in 2016.

30

World Bank, n.d. Millennium Development Goals. Retrieved from: http://www5.worldbank.org/mdgs/ (Last Access:
January 11th, 2021).
31 UN (2020) “Climate negotiations timeline” (Last Access: January 11th, 2021)
Retrieved from: https://www.iea.org/reports/sdg7-data-and-projections/energy-intensity
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Figure 7: 17 Sustainable Development Goals (SDGs)

Source: United Nations (2020).32

Actions of the UNDP
The UNDP works in the least developed states and has the capacity to work with other
organizations and carry out its own projects. Rather than devising large-scale solutions to the
broader problems of climate change and poverty, delegates should instead focus on solutions
that the UNDP can implement to help poor communities develop without increasing carbon
emissions. Delegates can also propose more comprehensive solutions, but they should be within
the content of the type of work the UNDP carries out.

32

United Nations, 2020. The 17 goals. Retrieved from: https://sdgs.un.org/goals (Last Access: January 15th, 2021).
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The UNDP has implemented a variety of programs to help developing countries achieve the
Seventh Sustainable Development Goal.33 Several of these include a program to put
“biodigesters” in Guinean towns to turn animal manure into fertilizer. The UNDP implemented
another “Solar for Health” program to bring solar power to rural clinics by funding local
governments. A third initiative involved working with local Tribes to gain the title over their land to
sell carbon emissions credits on the international market. Carbon Emissions Credits allow certain
governments, businesses, or people to emit carbon, which can be bought and sold through
national and international markets.
The abovementioned programmes represent some of the specific ground work of the UNDP.
Resolutions from the UNDP executive committee either highlight previous action or make new
policy for the organization going forward. For example, in September 2020, the UNDP
recommitted funding to the Organization’s “United Nations Capital Development Fund (UNCDF)
Strategic Framework” and “Recommits to supporting UNCDF, including through fully funding its
resource requirements of $25 million per year in regular resources, $75 million per year in other
resources and capitalizing its Investment Fund with $50 million.”34 Delegates may use the
previous documents to structure their resolution.

33

UNDP, 2021. Goal 7 Affordable Energy. https://www.undp.org/content/undp/en/home/sustainable-developmentgoals/goal-7-affordable-and-clean-energy.html (Last Access: January 15th, 2021).
34UNDP, 2020. Decisions of the Executive Board 2020. Retrieved from:
https://www.undp.org/content/dam/undp/library/corporate/Executive%20Board/2021/First-regular-session/dp20212e.pdf (Last Access: January 11th, 2021).
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Possible solutions

Solar Power and Wind Power
Solar power can be an effective solution that can immediately bring power to rural houses without
increasing emissions. While solar power will be critical to bringing sustainable energy to some of
the areas the UNDP works in, it cannot be used as a 'silver bullet' to bring cheap low carbon
energy to the world. This is because other technical limitations restrict where Solar and Wind
power can be generated and limit how much of the grid they can supply. Solar and Wind simply
do not work all of the time, meaning that power grids must either find a cheap way to store their
energy or use other types of energy when these sources are unavailable.

Energy Efficient Stoves
Energy-efficient charcoal stoves are a popular solution in developing countries because they save
locals time used to procure firewood and make cooking more efficient and reduce carbon
emissions. Impoverished areas are often unable to afford such stoves outright. They can cost up
to $70, which takes months for individuals to save up.

Partnerships
The UNDP may want to partner with local organizations in its client regions to expand the partners'
programs.

18
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Bloc positions
This committee is less contentious than other United Nations committees as it is primarily
concerned with helping developing states rather than designing global policies that place
restrictions or benefit particular countries.
The core of the current problem is that countries produce more carbon emissions than the
world can absorb. To make matters worse, the world continues to increase its global carbon
emissions. In 2000, the world produced 24.57 billion tons of CO2; a decade later, the number
raised to 33.07, and in 2018, the number was estimated at 36.56 billion.35 To avert the worst
effects of climate change, the world needs to be taking CO2 out of the atmosphere rather than
adding more to it.
CO2 emissions are one of the driving causes of the climate crisis. While the COVID-19 crisis
reduced carbon emissions in 2020, there is every indication that energy usage will return to preCOVID levels once a vaccine is widely distributed.

35

Our World in Data, 2020. CO2 emissions. Retrieved from: https://ourworldindata.org/co2-emissions (Last Access:
January 11th, 2021).
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Figure 8: Annual per capita CO2 emissions (1946-2017; in tons)

Source: Our World in Data (2020).36

While this might seem like a straightforward (if difficult) task, a source of tension in climate
change negotiations is the distribution of the burden. In the last decade, developed regions like
the US and the European Union have begun to reduce their CO2 emissions. In the developing
world, on the other hand, CO2 emission levels are overall much lower than the developed world,
but they are rising exponentially.37 Many regions still do not enjoy the same access to energy that
exists in the developed world and if carbon intensive energy is easier available to them, they won’t
think twice about its sustainability.
In response to this conflict of interests, the international community has adopted a compromise,
whereby rich developed countries agree to bear some of the costs for clean energy. In contrast,

36

Our World in Data, 2020. Per capita C02 emissions. Retrieved from: https://ourworldindata.org/co2/country/unitedstates?country=~USA (Last Access: January 11th, 2021).
37 Ibid.
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developing countries agree to place some restrictions on carbon intensive energy. Luckily, there
seems to be a solution on the horizon. Solar continues to become cheaper, and in some
instances, it has become even less expensive than fossil fuels. Delegates will try to find creative
solutions and new compromises to make progress.
From the perspective of the developed countries, it therefore makes sense to argue that all
countries must replace carbon intensive energy with clean energy and reduce their overall
emissions. From the perspective of the developing world, it makes sense to say that the
developed world should bear the cost of reducing emissions because most emissions still come
from the developed world. The developing world needs to be able to use cheap energy to
industrialize. Some countries even go so far as to subsidize fossil fuels, specifically Iran, Saudi
Arabia, China, India, and Indonesia are some of the countries with the most overall subsidies.38

Developed Countries
Developed countries provide most of the funding for the project that is being implemented. They
will be looking for effective solutions to prevent climate change but do not require large amounts
of financing for themselves. They will also be interested in direct aid whereby they can buy
supplies from their manufacturers and ship them to the states in need directly rather than paying
to purchase local materials.

Developing Countries
Developing countries will likely seek solutions to the problem that involve more funds from the
developed world to facilitate their electricity access. When possible, they prefer solutions that also
help their economies.

SIDS
The small Island Developing States have been particularly hard hit by climate change. Most of
their political influence in this topic comes from the fact that they suffer from the consequences of

38

Ibid.
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a problem that they did not create. Their leaders are, therefore, often the most outspoken on
climate change.

The United States of America
This conference will be an essential time for the US to show what its post-Trump international
climate agenda will look like.

China
China assists many of the countries, with which the UNDP works through loans and partnerships.
China is often eager to use such summits as an opportunity to bolster its reputation, increase
trade, and gain influence in the developing world.

Relevant international documents and further reading

Relevant international documents
• The Paris Agreement (2015)

Further reading
● Actions of the European Union
● UNDP Executive Board Actions in 2020
● Previous UNDP actions
● UNDP press release about a partner program in Kenya
● UNDP program involving solar panels in Mali
22
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Questions to consider

1) Is your country considered developed or developing? Does your country reach commitments
set by the Paris Agreement?

2) Is your country a donor or recipient of foreign finances to develop sustainable energy? Are
finances sufficient?

3) How can the UNDP speed up the rate of electrification in sub-Saharan Africa and Small Island
Developing States?

4) How can the UNDP respond to the increased necessity for electricity in the context of COVID19 vaccine distribution?

5) What portion of the costs for any projects should locals bear?

6) Should the UNDP prioritize preventing climate change or rural development?
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Topic B: Addressing public debt vulnerabilities in Low-Income
Economies
Introduction
Public debt, also known as Sovereign Debt, is the debt owed by governments of a nation.39 Public
debt is created when governments' expenses exceed their income. On the one hand,
a government has certain expenses, such as for infrastructure or social welfare, or, as in many
Low-Income Economies (LIEs), government investment serves to stimulate the national
economy. On the other hand, governments receive most of their budget from tax revenue. If the
annual income in taxes does not cover the expenses, public loans have to be taken, and
a government has to go into debt.40 These loans can be granted by another government, a bank,
or by supranational institutions such as the International Monetary Fund (IMF) and the World
Bank.41 If the debt is invested in projects with high returns, this debt is considered good debt. With
a high return rate, the debt can be paid back according to plan. However, if the loan taken by
a government is invested into areas with a low return rate, and if this happens repeatedly and
cannot be corrected through higher return in other areas, this debt turns into bad debt.
Bad debt is a debt where a government does not get a return for the finances it invested and
cannot pay off the loan without taking up other loans or finding agreements on downsizing the
repayment. Public debt is measured in various forms, most commonly in relation to GDP. This
debt to GDP ratio is used as the most common indication to compare among nations. It is
important to note, that all countries in the world have taken up loans, and many developed nations
have a comparatively high Debt to GDP ratio compared to some developing nations, contrary to
popular belief.42 But Low-Income Economies are affected by the risk of debt distress to
a disproportionately higher level. Low-Income Economies (LIEs) are not as resilient to economic
downturns. They often cannot invest more in the short-term and calculate with a higher return in
the long-term. Public investment by LIEs often flows into improvement of infrastructure and

39

The Balance, 2020. What is public debt, and when is it too high? https://www.thebalance.com/what-is-the-publicdebt-3306294 (Last Access: January 8, 2021).
40 Britannica, 2011. Public Debt. https://www.britannica.com/topic/public-debt (Last Access: 12 January 2021)
41 UNDP, 2021. Debt and Equity. https://www.sdfinance.undp.org/content/sdfinance/en/home/instruments/debt-andequity.html (Last Access: January 8, 2021).
42 IMF, 2019. New Data on World Debt, a dive into country numbers. https://blogs.imf.org/2019/12/17/new-data-onworld-debt-a-dive-into-country-numbers/ (Last Access: January 12, 2021).
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welfare to try to satisfy a population’s most basic needs to survive. These investments usually do
not give a high return, and lenders are consequently cautious with lending more capital to these
governments. As the COVID-19 pandemic has led to a global economic downturn, 40% or 31
countries of the 73 categorized LIEs are now at high risk or in the position of debt distress.43

Key Terms
• Austerity – massive government cuts in exchange for more finances;

• Bad Debt – debt that does not generate additional revenue;

• Good debt – debt that generates enough profit to pay off the associated expenditure;

• Debt to GDP ratio – a low ratio is favorable, but a high ratio could be dangerous.

History of the topic
Governments have used public debt to counter the economic decline, facilitate economic growth,
and, above all, improve the general living standard of its population. Historically, it can be
observed that public debt rose significantly in times of crisis. There was a massive spike in public
debt for Western countries during and shortly after World War Two.44 For advanced economies,
whose debt fell later after World War Two, it started to rise again from the mid-1970s onwards,
due to a slower economic growth and increased expenditure for pensions and health care.45
During this time, only a small number of countries reported an annual deficit, meaning they spent
more than they earned in revenue. Still, today, most countries run on an annual deficit. In contrast,
43

Steinbach. R., 2020. Growth in Low-Income Countries.
http://documents1.worldbank.org/curated/en/578111564491745775/pdf/Growth-in-Low-Income-Countries-EvolutionProspects-and-Policies.pdf (Last Access: January 8, 2021).
44 IMF, 2020) Soaring Public Debt. https://blogs.imf.org/2020/07/10/fiscal-policies-for-a-transformed-world/ (Last
Access: January 8, 2021).
45 Ibid.
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the overall debt ratio for emerging economies has constantly stayed below 50%.46 Though they
were still very volatile due to several crises, most notably the Latin American Debt crisis in the
early 1980s and the Asian Financial Crisis in the late 1990s. Low Income Economies faced
a continual increase in debt from the 1980s onwards, as they were confronted with numerous
crises and economic shocks that were accompanied by borrowing large sums of money with highinterest rates. However, some of these countries' debt ratio was decreased in the 2000s by debt
relief and restructuring of loan agreements.47
But since then, debt levels have non-stop increased again. The financial crisis of 2009 led to
the most recent spike in global debt not only for LIEs, but also for developed nations. Since then,
a number of crises, including political unrest, natural disasters and civil unrest have kept economic
growth and tax revenue low; thus, increasing the indebtedness of LIEs. Indebtedness of LIEs was
of concern even before the pandemic; however, it has become substantially more dramatic since
the beginning of 2020. Several countries were at risk of public debt distress before the pandemic
and have opted for default in the years prior. By 2017, at least eight countries were in debt distress
including Eritrea, Somalia, Sudan, Zimbabwe, Chad, South Sudan, Democratic Republic of the
Congo (DRC) and Mozambique. Numbers are particularly unsettling for Sub Saharan Africa which
has more countries with a high risk of debt distress compared to Asia and the Pacific.48
These countries were battered by extreme poverty, social unrest and instability in its own
institutions. But such problems cannot be solved if a nation does not have financial means
available to improve and will even be cut off from creditors in the future who distrust its financial
ability.

46

World Bank, n.d. Central Government debt, total (%).
https://data.worldbank.org/indicator/GC.DOD.TOTL.GD.ZS?end=2017&start=2017&view=map (Last Access: January
12, 2021).
47 World Bank, 2019. Global Waves of Debt: Causes and Consequences.
http://pubdocs.worldbank.org/en/933151575650660964/Debt-Chapter-3.pdf (Last Access: January 8, 2021).
48 Steiner, A., 2019. Strengthening resilience to debt vulnerability in the LDCs.
https://www.undp.org/content/undp/en/home/news-centre/speeches/2019/-strengthening-resilience-to-debtvulnerability-in-the-ldcs.html (Last Access: January 8, 2021).
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Figure 9: Global public debt development 1880-2021 (percent of GDP)

Source: IMF (2020).49

Initially the theory among economists was that countries with a high economic growth had
a decreasing debt ratio while in times of recession governments would spend more money,
leading to a temporary rise in debt ratios. Today, this is not the case anymore. Even highly
advanced economies have a continually growing debt to GDP ratio, which can be accepted
temporarily, but not permanently. But for emerging and developing countries, slow growth, big
loans and high interest rates prove fatal. If a country has to implement austerity measures to cut
expenses because it cannot meet its loan agreements, while simultaneously needing the finances
for investment into basic government services and as economic stimuli, then a country enters into
a fiscal deadlock.50

49IMF,

2020. Soaring Public Debt. https://blogs.imf.org/2020/07/10/fiscal-policies-for-a-transformed-world/ (Last
Access: January 8, 2021).
50 IMF, 2020. Analyse this! - Sovereign Debt. https://www.youtube.com/watch?v=dwVx6mVDrZU&t=3s (Last access:
January 12, 2021).

27

PragueMUN 2021

UNDP

When it comes to repaying loans, such a deadlock is detrimental for a government and
a country’s economy and well-being. A possibility of how to solve this is a default on a loan.
Countries which have done this recently include Greece, Lebanon, and Argentina. In summer
2020, in the wake of COVID-19, African finance ministers and economists have also called for a
debt relief for African countries in order to be better able to combat the pandemic. As a result, the
G20 introduced a solution for 15 Sub-Saharan Countries that needs yet to be accepted and
implemented by these countries.51

Discussion of the problem
COVID-19 has an unequal economic impact on different population groups and nations. For
example, women and young children are disproportionately affected by the economic downturn.
They were the population group hit the hardest within Low-Income Economies. Pushing women
and children into poverty has a negative long-term effect on the development of a country. Women
and children are the most vulnerable in LIEs and the most important group to include in a stable
long-term economic progress and growth. Therefore, working towards equality within countries
and between countries is necessary in order to create sustainable economic development. During
the pandemic, much progress made in this regard was destroyed or is threatened, and it must be
of the highest priority for the world community to ensure that people get the support they need
and that struggling countries are not left behind, according to recent statements by the UNDP
Administrator Achim Steiner. But with the pandemic affecting much of daily life, many people are
dependent on government services, which in LIEs are at risk of being reduced due to financial
difficulties of the respective governments. As a result, two-thirds of children do not have sufficient
social protection, and 20% of adults, who lost their employment do not have access to social
security, with numbers in Sub-Saharan Africa being significantly higher.52
Therefore, with the pandemic, almost all economies have borrowed large amounts of money
in order to fight the economic crisis that happened as a result of COVID-19. This rise in public

51

World Bank, 2020. COVID-19: Debt Service Suspension Initiative.
https://www.worldbank.org/en/topic/debt/brief/covid-19-debt-service-suspension-initiative (Last Access: January 12,
2021).
52 UNDP, 2020. COVID-19 Socio-economic impact. https://www.undp.org/content/undp/en/home/covid-19-pandemicresponse/socio-economic-impact-of-covid-19.html (Last Access: January 12, 2021).
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debt has led to an unprecedented public debt level. Massive government spending to battle the
coronavirus pandemic will push public debt to a record, estimating government budget deficits to
rise to 12.7% of GDP from 3.9% in 2020, a nearly 9 percentage point difference. Countries
previously at moderate risk of debt distress are now at high risk or already caught in debt distress
due to the increased deficit, meaning they cannot pay their installments to the creditor.53
Public Debt Vulnerabilities are especially prevalent in Low and Middle-Income Economies.
They pose a significant threat to economic and social progress within these countries. Suppose
a country lacks behind with its debt repayment. In that case, it has to divert money from its public
expenses and operations budget to close the payment gap. Especially in LIEs, where
governments only offer the most basic public services, cutting into the operations budget can
have devastating effects on its population. Schools and health clinics will receive fewer funds,
which will lead to a further lack of teachers and books and medical staff and equipment. People
already living in poverty will feel the reduction in public spending the most. This decidedly harms
and impedes social and economic progress in LIEs and the implementation of almost all SDGs.
Though a debt crisis in LIEs affects only a tiny percentage of the global economy and is often not
given the necessary priority, it can put the progress of entire regions, most notably Sub-Sahara
Africa, at risk of being left behind even further.54
As mentioned before, if a country cannot cover its installments, even with extra money diverted
from public spending, countries can then issue a default, which Greece, Lebanon and Argentina
have done this year already. A loan default may be beneficial in the short run but is connected to
higher costs in the future. African countries that opted for bankruptcy in the years before the
COVID-pandemic underline that the debt burden was deteriorating for LIEs even before the
pandemic. Prior causes were civil unrest, natural disasters such as drought or heavy rain, or
increased public spending without creating revenue. But the pandemic has dramatically worsened
the situation.55 As Navid Hanif, Director of Financing for Sustainable Development at ECOSOC
phrased very nicely:

Reuters, 2020. IMF sees debt soaring but stabilizing at 100% of GDP – if pandemic eases, growth resumes
https://www.reuters.com/article/us-imf-worldbank-fiscal-idUSKBN26Z1PN (Last Access: January 12, 2021).
54 IMF, 2020. The Evolution of Public Debt Vulnerabilities in Lower Income Economies.
https://www.imf.org/en/Publications/Policy-Papers/Issues/2020/02/05/The-Evolution-of-Public-Debt-Vulnerabilities-InLower-Income-Economies-49018 (Last Access: January 11, 2021).
55 Ibid.
53
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"Countries are trapped in a vicious cycle of pre-existing high debt and low growth, while
facing a perfect storm of falling revenues and rising expenditures. Debt relief must be
expanded to all developing and middle-income countries that request it.” 56

His statement refers to the strong belief of several high-ranking UNDP officials, who recognize
that the progress made in the last years is jeopardized by the pandemic's consequences and will
not easily be rebuilt without extensive debt relief to countries at high risk of or in debt distress.57
Again, compared to developed countries, LIEs debt to GDP ratio may not appear to be
alarming. Still, suppose the amount of debt they have taken on is compared with how much
income their economies can be expected to generate in the near future. In that case, the problem
of debt distress becomes apparent. LIEs often have a more unstable economy, which is strongly
affected by COVID-19 and was sometimes even in crisis beforehand. Nations such as Zambia,
which is in a high risk of debt distress, gained revenue from the export of commodities. Since the
prices for many raw materials and commodities fell, the country struggled to keep up with its loan
payments. South Sudan and Sudan are also affected by debt distress due to a civil war. Offering
the most basic services, such as food for people at risk of famine and necessary health service,
is prevented by the lack of available funds. Consequently, countries already struggling the most
are kept in a deadlock of low revenue, low public spending, and the fight against rising debt. The
importance of external financing both public and private cannot be stressed enough, as, according
to IMF data, it is among the top three factors to influence economic growth in the region of SubSahara Africa in times after the pandemic (together with the unknown progress of the pandemic,
and resilience of local populations).58
In the past, many of the affected countries have not used loans granted to them in the most
effective way, which meant loans were taken out and debt was created without a revenue plan,
with which the debt would be repaid. This was partly enabled by various lenders, most notably
the Chinese government and Chinese banks, who offered loans beyond a sustainable amount.
Overall, China has been very active in lending to LIEs and investing into infrastructure projects.
56

UNDP, 2020. UN calls for comprehensive debt standstill in all developing countries.
https://www.undp.org/content/undp/en/home/newscentre/news/2020/UN_calls_comprehensive_debt_standstill_developing_countries.html (Last Access: January 9,
2021).
57 Ibid.
58 IMF, 2020. Charting a path for a resilient recovery in Sub-Sahara Africa. https://blogs.imf.org/2020/09/15/chartinga-path-for-a-resilient-recovery-in-sub-saharan-africa/ (Last Access: January 11, 2021).

30

PragueMUN 2021

UNDP

Its investment amount has grown more than the investment of all tradition lenders, which includes
the US and the EU, combined. Many, especially western countries, have raised their concern over
China’s involvement and recently accusations of neo-colonialism were raised. Neo-colonialism is
a disputed idea, which includes the practice of using economics, cultural imperialism, and
conditional aid to influence a country. It is a claim brought up by LIEs who feel pressured by the
conditions bound to numerous loans or loan restructuring negotiations, that take away a lot of the
freedom in decision-making around national policies. 59

Figure 10: Gross government debt of LIEs 2000-2016 (percentage of GDP)

Source: World Bank (2019).60

59

Reuters, 2020. Chinese commodity-backed loans crippling Africa and Latin America.
https://www.reuters.com/article/commodities-loans-africa-americas-idUSL5N2AP3NL (Last Access: January 11,
2021)
60 World Bank, 2019. Debt in Low-Income Countries: Evolution, Implications, and Remedies.
http://documents1.worldbank.org/curated/en/378031553539256399/pdf/Debt-in-Low-Income-Countries-EvolutionImplications-and-Remedies.pdf (Last Access: January 9, 2021).

31

PragueMUN 2021

UNDP

Lenders on the other hand point out that loans were carelessly taken by some LIEs and only
about half of finances was invested into projects that promised revenue, while the other half was
used ineffectively or was lost to corruption. In order to increase efficiency, fight corruption and
have some security on their borrowed money, lenders see it as their right and duty to introduce
conditions with the hand-out of loans. According to all parties, countries need to make informed
decisions about how to handle their debt effectively and how to put their country on a track to
long-term economic growth. However, the most effective way to reach this aim is contested.
Borrowers wish to keep their sovereignty in all matters and to simply make use of the advice
offered, while lenders wish to have specific criteria bound to the loan that must be implemented
in a country’s policy.61
The IMF helps countries, which are approaching a debt restructuring by offering a round table
for all parties to join, as well as offering objective expert advice. Though it offers assistance for
restructuring public debt, many nations still wait as long as possible before turning to the IMF to
ask for assistance in debt restructuring. In most cases, had the indebted country opted for debt
restructuring earlier, it would have saved both the debtor and the creditor money, but the decision
of LIEs is understandable in the face of long-term repercussions, which often include higher
interest rates and more difficult access to new loans in the future, since lenders prefer not to lend
finances to governments after previous issues with repayment. Such negative consequences are
widely feared among LIEs and need to be discussed urgently if the aim is to enable LIEs longterm growth, which can only be achieved with flexibility in public spending, which in turn is only
possible with loans. 62
With the pandemic and the resulting economic downturn, advanced economies are taking on
the greatest increase in debt burdens, while poorer developing countries face a tougher task of
recovering from economic damage as more people fall into poverty. To counter this, the IMF
currently urges governments to take advantage of low interest rates to invest in infrastructure. An
increase in public infrastructure investment of 1% of GDP could boost output by 2.7% and help
put nations back on a path to economic growth.63 For many LIEs, acting on the IMF’s

61

IMF, 2020. Questions and Answers on Sovereign Debt. https://www.imf.org/en/About/FAQ/sovereign-debt#s4q7
(Last Access: January 12, 2021).
62 IMF, 2020. Analyze this! Sovereign Debt Restructuring. https://www.youtube.com/watch?v=adVIE8At5Jo (Last
Access: January 12, 2021).
63 Inman, P., 2020. IMF urges governments to borrow to fight impact of Covid-19.
https://www.theguardian.com/business/2020/oct/14/imf-urges-governments-to-borrow-to-fight-impact-of-covid-19
(Last Access: January 9, 2021).
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recommendation is only possible if they have access to loans, which they will not have if defaulting
on current loans cuts them off from further borrowing. The negative effects of defaulting on future
borrowing must urgently be discussed and reworked.

Previous UN involvement
In 1986, during a decade of financial crisis, the IMF established a facility to lend to low-income
developing countries at below-market rates, in order to lower the interest rate burden on the
already financially strained governments of Lower- and Middle-Income Countries.64
Ten years later, the IMF and the World Bank launched an Initiative for Heavily Indebted Poor
Countries to ensure that no low-income country bears a debt burden it cannot manage. 65In June
2005, G8 finance ministers proposed the new Multilateral Debt Relief Initiative (MDRI). The MDRI
proposes to cancel debts of some of the world’s poorest countries owed to the International
Monetary Fund, World Bank, and African Development Bank. The MDRI was introduced and
implemented in the following years. Debt relief for 36 countries followed and came to almost $77
billion by the year 2017. This shows that debt relief was granted in the past and seemed to be
a promising solution for the first years. But in more recent years, many of those same countries
have accumulated debts to a point where debt levels are regarded as almost unsustainable
again.66
One big issue around debt structuring is transparency. Often it is not perceivable for creditors
to estimate the debt structure of a debtor. This is a problem for both parties. Therefore, the IMF
developed their data mapper in order to promote more transparency on public debt. It was
introduced in 2015 and each country’s data can be looked up individually, together with an annual
global overview over the most important numbers. In order to counter this tendency, the IMF has
created a Sovereign Debt Restructuring guideline, which encourages both the debtor and all

64

IMF, 2012. Review of Facilities for Low-Income Countries. https://www.imf.org/external/np/pp/eng/2012/072612.pdf
(Last Access: January 9, 2021).
65 World Bank, 2018. Heavily Indebted Poor Country (HIPC) Initiative.
https://www.worldbank.org/en/topic/debt/brief/hipc (Last Access: January 11, 2021).
66 IMF, 2017. Multilateral Debt Relief Initiative – Questions and Answers.
https://www.imf.org/external/np/exr/mdri/eng/index.htm (Last Access: January 11, 2021).
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creditors to come to a table to work towards the same end.67 Nonetheless, consequences of a
debt restructuring process are considered as negative and are avoided by LIEs as long as
possible.
For a more sustainable solution and attitude towards debt restructuring, long-term
disadvantages should be tackled. Nations should still be able to borrow to fair conditions, with
interest rates ranging among this of other nations and the national economy should be stimulated
so as to create tax revenue that can be used to repay debts, and which can lower the fiscal deficit
in the future. Here UNDP’s action becomes crucial. UNDP works with non-governmental
organizations and governments in order to create the greatest possible improvement in living
standard with the means at disposal. UNDP’s knowledge and experience are necessary in order
to assist in budget distribution for government services and help with the development of stable
government institutions. Aim of the UNDP is to help as long as necessary and as little as possible
to enable institutions to work more independently in the future. UNDP does not have a direct
influence in loan agreements but can function as a mediator since it is the organ concerned the
most with progress and development, especially in LIEs. If austerity measures have to be
introduced in a country, unemployment rates will rise, which often lead to a rise in criminality and
a growing instability in local institutions, as well as poverty. UNDPs role is to ensure that negative
consequences do not become reality and to stress the importance of public investment in LIEs
for the sake of stability and future economic growth, even if return will be minimal in the beginning.
Rewards and improvements will only be visible in the long run.
In order to discuss the complex issue of government finance, an issue that directly affects all
other topics and all forms of development, the Financing for Development (FfD) forum has been
established as a body under the Economic and Social Committee, one of the UN’s six main
organs.68 It is a meeting ground for ministers, high-level officials from ministries of finance, foreign
affairs and development cooperation, Executive Directors of the World Bank and IMF, as well as
senior officials from the United Nations system, including the major institutional stakeholders, and
other international organizations, who discuss financing for development outcomes and the
means of implementation of the 2030 Agenda for Sustainable Development. Together with the
67

Buchheit, L, et al., 2018. The Sovereign Debt Restructuring Process. https://www.imf.org//media/Files/News/Seminars/2018/091318SovDebt-conference/chapter-8-the-debt-restructuring-process.ashx (Last
Access: January 9, 2021).
68 United Nations, 2020. Department of Economic and Social Affair.
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SDGs that were adopted in 2015, the Addis Ababa Action Agenda was adopted.69 The Addis
Ababa Action Agenda has seven major focus areas, of which one is the mobilization and effective
use of public domestic resources.70 It recognizes that domestic resources are primarily generated
through tax income, which in return can only be generated through economic growth. All countries
agreed to increase their effort to create and implement transparent economic policies and to fight
corruption and tax evasion with renewed effort. In addition, for this aim, UNDP’s Tax Inspectors
Without Borders Initiative supports countries to build their tax audit capacity. The initiative has so
far supported up to 50 programs globally, with 24 of these in Africa alone, mobilizing over $400
million in domestic revenues.71
The Addis Ababa Action Agenda also recognizes the need for developing countries to receive
assistance through the Official Development Assistance (ODA). The aim was to contribute 0.7%
of the Gross National Income (GNI) of each OECD’s member state to ODA. Currently, this rate is
only at an average of 0.3%, with the US contributing 0.16% of its GNI, Australia contributing 0.22%
of its GNI, Japan 0.29% of its GNI and only Denmark contributing 0.71% if its annual GNI.72 OECD
members repeatedly claimed to support this aim and to support LIEs development outside of
public spending and public debt as much as possible. Through the help of ODA, education and
infrastructure can be improved, and private enterprise can be encouraged, which will create tax
revenue in the future, which in turn can decrease the need for loans for governments. A general
statement was published by the Forum on Financing for Development, reinforcing their continued
effort to enhance and strengthen accountable and transparent public expenditure systems, and
budgetary decision-making. The aim is further to strengthen cooperation by all countries on tax
matters. Nonetheless does the forum stress the challenge for countries to strike a balance
between boosting development spending and containing debt vulnerabilities.73

69

United Nations, 2015. Countries reach historic agreement to generate financing for new sustainable development
agenda. https://www.un.org/esa/ffd/ffd3/press-release/countries-reach-historic-agreement.html (Last Access:
January 9, 2021).
70 Ibid.
71 OECD, n.d. Programmes. http://www.tiwb.org/programmes/ (Last Access: January 9, 2021).
72 OECD, n.d. (b). Financing Sustainable Development. http://www.oecd.org/dac/financing-sustainable-development/
(Last Access: January 9, 2021).
73 United Nations, 2020. Summary by the President of the Economic and Social Council of the forum on financing for
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Overview of previous actions and agreements

• January 2001 – the IMF and the World Bank announce that 22 countries, including 18 in Africa,
qualify for debt relief.74
• 2005 – the Multilateral Debt Relief Initiative was introduced, that proposed the complete
cancellation of debt to three major institutions: the IMF, the International Development
Association (IDA) of the World Bank, and the African Development Fund (AfDF) for countries
that fulfill the criteria of the Initiative for Heavily Indebted Poor Countries (HIPC Initiative).75
• 2014/2015 – the IMF delivers $280 million to the African countries affected the most by the
Ebola outbreak.76
• 2015 – the 2030 Agenda for Sustainable Development was adopted by all UN member states.
The SDG 17 places special emphasis on finance and financial institutions.77
• 2015 – the Addis Ababa Action Agenda was introduced. It provides a new global framework
for financing sustainable development by aligning all financing flows and policies with
economic, social and environmental priorities. The Addis Ababa Action Agenda in addition
established the Financing for Development Forum (FfD Forum).78
• 2020 – the Debt Service Suspension Initiative (DSSI) is helping countries concentrate their
resources on fighting the pandemic and safeguarding the lives and livelihoods of millions of
the most vulnerable people. DSSI took effect on May 1, 2020 and has delivered about $5 billion
in relief to more than 40 eligible countries.79
74
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Possible solutions
The COVID-19 pandemic has led to a global economic downturn which has dramatically
increased the number of countries at risk of debt distress. Countries facing an increased risk in
their financial stability are neither able to foster economic regeneration and growth nor are they
able to offer necessary services to their population, most importantly health service. The UNDP
works in close cooperation with the IMF, the World Bank and G20 in order to find effective
strategies for debt risk decrease. The UNDP therefore highly welcomed the decision of the G20
to suspense debt payments by countries of high risk and by the IMF to offer additional loans for
liquidity (E/FFDF/2020/L.1Rev.1).80 But the suspension of debts is only a short-term solution,
which will prove successful if revenue can be generated in the foreseeable future. If this is not the
case, the likeliness of debt distress was just postponed to the future, but not solved properly. In
addition, more loans from the IMF are helpful to governments in order to continue their
government responsibilities, such as health care and education, but those loans eventually need
to be repaid on top of already existing loans.
The UNDP’s role is to create as much independent development support as possible, and to
get both developing and developed nations to discuss more sustainable strategies around the
handling of debts. For this, a willingness of borrowers to renegotiate their debt needs to be
created, since only the borrower country can initiate this process. Lender nations need to change
their attitude around strict conditions and their lending policy, while borrower nations need to
cooperate in creating increased transparency around debt amount and structure, while effectively
fighting tax evasion and corruption. Not only does tax evasion need to be systematically fought,
but also new tax revenue sources need to be created, which largely involve the private sector.
The private sector is essential to create tax revenue and avoid public debt vulnerabilities, and it
is necessary to reach the SDGs. In this regard, the UNDP enters the field as a major player. With
the help of UNDP, a platform for micro and small enterprises on a local level should be created,
which would help populations at risk out of poverty, create long-lasting jobs, and create revenue
for public spending. It is within the digression of the UNDP to collect best practices and funding
in order to facilitate these strategies.

80UNDOCS

(2020). Economic and Social Council forum on financing for development follow-up.
https://undocs.org/E/FFDF/2020/L.1/REV.1 (Last Access: January 9, 2021).
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According to the various United Nations organs, a recovery of the African continent should
largely be possible by 2022.81 However, according to the IMF regional outlook for Africa, this will
only be possible with extensive help of the international community and the resilience of the
African people. Nations need to find a balance between the investment into stimuli for economic
growth and the payment of outstanding debt. In order to enable LIEs the return to sustainable
growth, the UNDP has created an action plan which consists of the following three phases which
can be taken as a starting point for discussion in the committee82:

Phase 1
An across-the-board debt standstill for two years for all developing countries, which cannot
service their debt and request relief should be instituted. To start, official bilateral creditors should
immediately institute an emergency debt payment moratorium on sovereign debt.
The standstill should also include other creditors, private creditors as well as multi-laterals. It
should also include other low-income and heavily indebted middle-income countries that request
relief. It should take into account principal and interest payments, as well as associated fees and
charges.
A deadline or cut-off date should be determined, after which new financing is excluded from
future debt restructurings, in order to facilitate access to financing after this date and prevent
countries from being cut off from attaining future loans if in need.
Any agreement should allow repayment schedules that ensure the ability of countries to
implement the 2030 Sustainable Development Agenda.

81

UNCTAD, 2020. Global foreign direct investment projected to plunge 40% in 2020. https://unctad.org/news/globalforeign-direct-investment-projected-plunge-40-2020 (Last Access: January 9, 2021).
82 UNDP, 2020. United Nations Statement to the Development Committee.
https://www.undp.org/content/undp/en/home/news-centre/speeches/2020/united-nations-statement-to-thedevelopment-committee.html (Last Access: January 9, 2021).
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Phase 2
A second phase should constitute a more comprehensive assessment and options towards debt
sustainability. Debt swaps can release resources for the COVID-19 response in developing
countries, although they may not adequately solve unsustainable debt situations.
A debt mechanism for the SDGs, with a focus on creating government funds for recovery in a
resilient and inclusive manner and SDG achievement should be strongly considered.

Phase 3
Addressing long-standing issues in the international debt structure should be cast as a third
phase, given the urgency of the need to act in the face of the COVID-19 pandemic. This new
international debt architecture should build upon the Principles established in the Financing for
Sustainable Development Agenda of timely, orderly, effective, fair resolutions. It should aim at
preventing defaults from turning into prolonged financial and economic crises, restoring public
debt sustainability, without cutting nations off from the financial market, and enhancing the ability
of countries to achieve the sustainable development goals.83

83

Ibid.
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Bloc positions
China is the single biggest lender to LIEs, with the World Bank ranking in second place. These
institutions have considerable power to decide how to proceed with the debt owed to them by
LIEs. China, together with the G20, has set up the Debt Service Suspension Initiative (DSSI),
where countries can apply to postpone their repayment.84 By applying to this initiative, a country
also agrees to a set of conditions. The postponement was extended until the end of 2021 in order
to give countries more time to revive their economy once vaccination is widely available. Several
countries have applied to the DSSI, with Kenya actively deciding against it because it would limit
Kenya’s future ability to gain access to loans since its financial rating would be downgraded. This
is also the most prominent critique on the DSSI, since it does not solve long-term debt distress,
but inflicts future damage to a government by limiting its access to loans.85
Not surprisingly, most lender parties, be it governments or banks, are opposed to outright debt
relief. It would mean that they would definitely not get their capital back and it would also make
them distrustful towards those countries should they ask to borrow finances again in the future.
But the question is, how long can LIEs avoid debt restructuring and default if they are not granted
relief on some of their debt?
On the opposing end, African finance ministers have repeatedly called for debt relief this year
and are hoping for higher investment from international parties, both governmental and nongovernmental, to increase their financial assistance for development in the countries most
affected.86 Currently, Rwanda is at moderate risk of debt distress and has joined with the World
Bank in order to renegotiate its debt, while Somalia is deeply affected by debt distress and has
also joined with the World Bank to resolve its problems. Rwanda proved to be more resilient in
the face of the pandemic since its economy is more diversified. For 2020, Rwanda’s economy is
estimated to stagnate, but regardless of that, it is affected by the temporary economic decline of
many of its neighbors. Other nations, especially nations whose economy was largely based on
tourism, oil, or commodities, will have to deal with a negative growth rate of their economies. For

84

World Bank, 2020. Debt Service Suspension Initiative. https://www.worldbank.org/en/topic/debt/brief/covid-19-debtservice-suspension-initiative (Last Access: January 9, 2021).
85 Ibid.
86 Reuters, 2020. Africa seeks IMF, World Bank, EU backing on debt relief. https://www.reuters.com/article/us-healthcoronavirus-africa-finmins-idUSKBN21J4YT (Last Access: January 11, 2021).
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Somalia, the IMF recently approved its bid for debt relief under the Enhanced Heavily Indebted
Poor Countries (HIPC) Initiative. Consequently, Somalia’s debt will be reduced from $5.2 billion
to $3.7 billion. If Somalia continues to stay on its positive path of reforms, almost all its debt will
be written off by the end of 2023.87 For Somalia’s bid to be approved, it had to follow strict and
ambitious reform proposals. But Somalia is not the only country that was affected by a high risk
or acute case of debt distress, and many other nations are struggling to fulfill the conditions under
which they would be eligible for debt relief. The question that needs to be asked is whether and
easier access to debt relief would change the economic outlook of affected nations decidedly.88
African nations also share hopes for the OECD members to live up to their promise of investing
0.7% of the GNI into ODA as sustainable and inclusive development can only take place through
external support. Although nations have continuously stated their support of this aim, many are
preoccupied with circumstances in their own country. Italy was hit hard by the first wave of COVID19 and needs all funds available to revive its economy after a complete lockdown of several
weeks.89 The US is in a similar situation, being the country with the highest number of deaths
globally and daily numbers of reported deaths rising quickly in late 2020. To add, it remains to be
seen what the stance of the US will be when it comes to the commitment to global agreements.
Lender countries, rather than accepting debt relief, want to press for good domestic policies with
strong revenue generation. In their opinion, not enough is done on the African part when it comes
to fighting corruption and the reform of taxation. According to varying estimates, tax revenue in
many Sub-Saharan African countries could be increased by 3 to 5%. While most African nations
agree that their tax system needs to be reformed and made more efficient, they are strongly
opposed to the idea of using that finances to pay off growing debt instead of investing it in the
development of their population. The aforementioned conditionality is also criticized by African
nations as consisting of hidden neo-colonialism.90

87

IMF, 2020. Somalia to receive debt relief under the enhanced HIPC initiative.
https://www.imf.org/en/News/Articles/2020/03/25/pr20104-somalia-somalia-to-receive-debt-relief-under-theenhanced-hipc-initiative (Last Access: January 11, 2021).
88 World Bank, 2018. Heavily Indebted Poor Country (HIPC) Intitiative.
https://www.worldbank.org/en/topic/debt/brief/hipc
89 Deutsche Welle, 2020. Coronavirus: Short on doctors, Italy looks to migrants. https://www.dw.com/en/coronavirusshort-on-doctors-italy-looks-to-migrants/a-55789791 (Last Access: January 9, 2021).
90

IMF (2020). Regional Economic Outlook: Sub-Sahara Africa. https://data.imf.org/?sk=5778F645-51FB-4F37-A775B8FECD6BC69B (Last Access: January 11, 2021).
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Although we can conclude that all parties are clearly interested in resolving the issue, ideas as
to how this should be done clearly vary. But an upcoming mistrust of lenders when it comes to
the investment of granted loans and resentment of borrowers needs to be strictly avoided.

Relevant international documents and further reading

Relevant international documents
• Resolution A/RES/70/1 (2015) on Transforming our world: the 2030 Agenda for Sustainable
Development

Further reading
• Addis Ababa Action Agenda (2015)
• Debt Service Suspension Initiative (DSSI) (2020)
• Financing for Development Forum (FfD Forum) (2015)
• IMF, 2020. Soaring Public Debt. Available at: https://blogs.imf.org/2020/07/10/fiscal-policiesfor-a-transformed-world/.
• IMF, 2020b. The Evolution of Public Debt Vulnerabilities in Lower Income Economies.
Available

at:

https://www.imf.org/en/Publications/Policy-Papers/Issues/2020/02/05/The-

Evolution-of-Public-Debt-Vulnerabilities-In-Lower-Income-Economies-49018.
• World Bank, 2019. Global Waves of Debt: Causes and Consequences. Available at:
http://pubdocs.worldbank.org/en/933151575650660964/Debt-Chapter-3.pdf.
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Questions to consider

● Is your country a lender or a borrower? Who is your main creditor/debtor? What are his
conditions?
● How could the UNDP act as a mediator between debtors and creditors in order to ensure that
development is not jeopardized?
● What actions could the UNDP take in order to balance the lack of public investment in LIEs?
● How could economic stimuli be created by UNDP in order to foster sustainable economic
growth?
● What role do and could play the G20 and especially China? What is the stance of the US and
Western Europe?
● Could a solution without harsh conditions be found to bring LIEs on a sustainable track of
economic growth and living standard improvement?
● How can UNDP support LIEs in combating the developmental setbacks due to COVID and
future looming austerity measures?
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