
The Economic and Social Council
Letter from the Executive Board

Greetings Delegates,

We are thrilled to welcome you to the 2024 Candor Model United Nations (CANMUN)! It is our pleasure
to introduce you to the Economic and Social Council (ECOSOC), an influential committee tasked with
addressing economic, social, and environmental challenges on a global scale.

As your Executive Board, we are here to facilitate debate and to ensure a smooth and constructive flow
of the committee. We hope that every delegate will return from this MUN with an extended understanding
of international relations, global economic and social issues, sustainable development, and a profound
sense of self-confidence.

ECOSOC plays a central role in advancing the 2030 Agenda for Sustainable Development, promoting
coordination across 14 specialised agencies, 13 regional commissions, and over 3,900 civil society
groups. The committee focuses on achieving sustainable economic growth, gender equality, and reducing
poverty, all while ensuring that Member States remain aligned with the Sustainable Development Goals
(SDGs).

This background guide is a compilation of credible sources and is helpful to start off your extensive
research. It provides a brief overview of the information you will encounter in committee. However, your
role as a delegate extends beyond the guide, and we encourage you to thoroughly research your assigned
country’s policies, past initiatives, and potential solutions for each issue. We encourage and expect each
delegate to fully explore other topics than the ones mentioned in the guide and be able to identify and
analyse the intricacies of the issues. Be prepared to engage in thoughtful debate and to collaborate with
your fellow delegates to craft innovative resolutions that address both the immediate challenges and the
long-term goals of the global community.

If you have any questions or need assistance with your preparation, please do not hesitate to reach out to
any of us. We are excited to see you at CANMUN 2024 and look forward to vibrant debates, creative
solutions, and successful resolutions.

Good luck and Godspeed.

Yours Sincerely,

The Executive Board
Allen Paul - Head Chairperson
work.allenpaul@gmail.com
Archit - Vice Chairperson
Veruschka Pandey - Moderator



Beginner’s Guide to Model UN

What is the United Nations?

The United Nations is an international organization founded in 1945 to maintain
international peace and security, developing friendly relations among nations and
promoting social progress, better living standards and human rights by 51 countries.
The United Nations has 6 principle organs.

The UN has 4 main purposes
● To keep peace throughout the world;
● To develop friendly relations among nations;
● To help nations work together to improve the lives of poor people, to conquer
hunger, disease and illiteracy, and to encourage respect for each other’s rights and
freedoms;
● To be a center for harmonizing the actions of nations to achieve these goals

PRINCIPLE ORGANS OF UNITED NATIONS



Nature of reports & evidences in council

Evidence or proofs from the following sources will be accepted as credible in the
committee:

1. News Sources

a. REUTERS – Any Reuters’ article which clearly makes mention of the fact
stated or is in contradiction of the fact being stated by another delegate in council
can be used to substantiate arguments in the committee. (http://www.reuters.com)
However, Reuters reports claiming to quote any individual affiliated in any
manner to any government may not necessarily reflect the views of that
government in totality. Thus, Reuters report can be denied by any member state
subject to their policy and it is only when the report is accepted by the government
that it shall be admitted as persuasive proof.

b. State operated News Agencies – These reports can be used in the support of or
against the State that owns the News Agency. These reports, if credible or
substantial enough, can be used in support of or against any country as such but in
that situation, they can be denied by any other country in the council. Some
examples are :

(i) RIA Novosti (Russia) http://en.rian.ru/
(ii) IRNA (Iran) http://www.irna.ir/ENIndex.htm
( iii) Xinhua News Agency and CCTV (P.R. China) http://cctvnews.cntv.cn/

2. Government Reports
These reports can be used in a similar way as the State Operated News Agencies reports
and can, in all circumstances, be denied by another country. However, a nuance is that a
report that is being denied by a certain country can still be accepted by the Executive
Board as credible information. Some examples are:

a. Government Websites
1.The State Department of the United States of America http://
www.state.gov/ The Ministry of Defence of the Russian Federation
(http://www.eng.mil.ru/en/index.htm)
2. Ministry of Foreign Affairs of various nations like India (http://
www.mea.gov.in/)

http://en.rian.ru/
http://www.irna.ir/ENIndex.htm
http://cctvnews.cntv.cn/
http://www.eng.mil.ru/en/index.htm
http://www.mea.gov.in/
http://www.mea.gov.in/


b. Permanent Representatives to the United Nations Reports http://
www.un.org/en/members/
c. Multilateral Organizations like The NATO
(http://www.nato.int/cps/en/natolive/index.htm)
OPEC(http://www.opec.org/opec_web/en/)

3. UN Reports

All UN Reports are considered as credible information or evidence for the Executive
Board.

a. UN Bodies like the UNSC http://www.un.org/Docs/sc/)or UNGA
(http:// www.un.org/ en/ga/)
b. UN Affiliated bodies like the International Atomic Energy Agency (http://
www.iaea.org/),World Bank (http://www.worldbank.org/), International Monetary
Fund (http://www.imf.org/external/index.htm), International Committee of the Red
Cross (http://www.icrc.org/eng/index.jsp)
c. Treaty Based Bodies like the Antarctic Treaty System (http://www.ats.aq/
e/ats.htm) , the International Criminal Court (http://www.icccpi.int/Menus/ ICC)

Please note that under no circumstances will sources like Wikipedia (http://
www.wikipedia.org/), Amnesty International (http:// www.amnesty.org/), or newspapers
like The Guardian (http:// www.guardian.co.uk/), Times of India (http://
timesofindia.indiatimes.com/), be accepted in the Council.

http://www.un.org/en/members/
http://www.un.org/en/members/
http://www.opec.org/opec_web/en/
http://www.icrc.org/eng/index.jsp
http://www.wikipedia.org/
http://www.amnesty.org/
http://www.guardian.co.uk/


Introduction to the Committee

Economic and Social Council (ECOSOC), one of the six principal organs of the United
Nations (UN), responsible for the direction and coordination of the economic, social,
humanitarian, and cultural activities carried out by the UN. It is the UN’s largest and most
complex subsidiary body.The council was designed to be the UN’s main venue for the
discussion of international economic and social issues. ECOSOC conducts studies;
formulates resolutions, recommendations, and conventions for consideration by the
General Assembly; and coordinates the activities of various UN organizations. Most of
ECOSOC’s work is performed in functional commissions on topics such as human rights,
narcotics, population, social development, statistics, the status of women, and science and
technology; the council also oversees regional commissions for Europe, Asia and the
Pacific, Western Asia, Latin America, and Africa.

ECOSOC consists of 54 members, 18 of which are elected each year by the General
Assembly for a three-year term. The Economic and Social Council (ECOSOC)
coordinates the work of the 14 UN specialized agencies, ten functional commissions and
five regional commissions receives reports from nine UN funds and programmes (see
reverse) and issues policy recommendations to the UN system and to Member States.
Under the UN Charter, ECOSOC is responsible for promoting higher standards of living,
full employment, and economic and social progress; identifying solutions to international
economic, social and health problems; facilitating international cultural and educational
cooperation; and encouraging universal respect for human rights and fundamental
freedoms. ECOSOC's purview extends over 70 percent of the human and financial
resources of the entire UN system.

1. Establishment and Mandate:

○ The Economic and Social Council (ECOSOC) was established in 1945
under the United Nations Charter as one of the six principal organs of the
UN. Its creation was driven by the need to address global economic,
social, and environmental challenges, particularly in the aftermath of
World War II.

○ ECOSOC’s mandate is extensive and includes coordinating the economic,
social, and related work of the 15 UN specialised agencies, their
functional commissions, and five regional commissions. Its
responsibilities extend to fostering international cooperation for

https://www.un.org/ecosoc/en/content/members


development, addressing emerging issues, and promoting sustainable
economic growth and equitable social progress.

○ The Council is tasked with reviewing policies, initiating discussions on
global issues, and making recommendations to member states on
socio-economic policies. It also oversees progress towards the 2030
Agenda for Sustainable Development and the Sustainable Development
Goals (SDGs), which aim to eradicate poverty, reduce inequality, and
protect the environment.

2. Membership:

○ ECOSOC is composed of 54 member states, which are elected by the
General Assembly for overlapping three-year terms. The members are
selected based on equitable geographical representation, ensuring that all
regions of the world are involved in the council’s decision-making
processes.

○ Members are responsible for monitoring the implementation of decisions
and ensuring that global and regional priorities are balanced. They
participate actively in sessions and high-level forums, where they discuss
critical socio-economic and environmental issues affecting their regions
and the world at large.

3. Sessions and Meetings:

○ ECOSOC convenes several times a year, including its High-Level
Political Forum on Sustainable Development (HLPF), which is the United
Nations’ central platform for follow-up and review of the SDGs. This
forum brings together global leaders, ministers, and key stakeholders to
assess progress and share best practices.

○ ECOSOC also holds Youth Forums, providing young people from around
the world with a platform to engage in discussions on global issues and
present innovative solutions.

○ Through these sessions, member states discuss major global challenges
such as poverty eradication, social inclusion, economic growth,



sustainable development, and climate change, engaging with civil society,
the private sector, and other stakeholders.

4. Key Mechanisms and Procedures:

○ Functional Commissions: ECOSOC oversees functional commissions
like the Commission on the Status of Women (CSW) and the Commission
on Population and Development (CPD), which focus on specific thematic
areas of global concern. These commissions analyze issues, propose
policy solutions, and monitor implementation at the national and global
levels.

○ Regional Commissions: ECOSOC works through five regional
commissions (Africa, Asia and the Pacific, Europe, Latin America and the
Caribbean, Western Asia) that focus on promoting economic and social
development in their respective regions.

○ Development Cooperation Forum (DCF): This is a major platform for
encouraging international development cooperation and aid effectiveness.
It facilitates dialogue between governments, civil society, and
development partners to ensure that assistance leads to tangible outcomes.

5. Special Procedures and Partnerships:

○ ECOSOC establishes partnerships with other UN bodies,
non-governmental organisations (NGOs), and international financial
institutions such as the World Bank and International Monetary Fund
(IMF). These partnerships are essential for achieving its goals, as
ECOSOC alone cannot address the scale and complexity of global
economic and social issues.

○ The Council also appoints High-Level Panels and Special Rapporteurs to
provide expert insights and recommendations on topics ranging from
economic inequality to human rights in development. These independent
experts play a crucial role in advising the Council and shaping its actions.



6. Mandate in Action:

○ Through its mandate, ECOSOC aims to support countries in achieving
inclusive economic growth, reducing inequality, and promoting social
justice. It is instrumental in addressing global crises like pandemics,
economic recessions, and climate change by fostering coordinated
international responses.

○ ECOSOC also focuses on strengthening multilateralism, ensuring that
countries work together to tackle challenges that transcend borders. In
particular, it promotes cooperation among Least Developed Countries
(LDCs), Landlocked Developing Countries (LLDCs), and Small Island
Developing States (SIDS), recognizing their unique vulnerabilities and
the need for tailored support.

Agenda: “Discussing Frameworks for Debt Management and
Restructuring for Sustainable Economic Development with special

emphasis on At-Risk Economies”

Overview

The issue of debt management and restructuring is critical for sustainable economic
development, especially in at-risk economies. With global debt levels reaching
approximately $305 trillion in 2023, the risk of a widespread debt crisis looms large,
particularly for low-income countries facing severe financial strains exacerbated by
recent global crises such as the COVID-19 pandemic and geopolitical tensions. Elevated
debt in low-income countries and emerging market economies in recent years has raised
concerns about countries’ capacity to sustain these levels of debt. COVID-19 is adding to
spending needs as countries seek to mitigate the health and economic effects of the crisis.
The resulting rise in public debt will likely heighten the tension between meeting
important development goals and containing debt vulnerabilities..For countries facing
severe debt distress, debt restructuring may be necessary. This involves renegotiating loan
terms to make them more manageable. The United Nations has highlighted that early and
comprehensive restructuring efforts can prevent deeper economic crises and allow
countries to redirect funds towards essential services and development goals. The
executive board expects delegates to address the complexities of debt management,

https://www.imf.org/en/Publications/Policy-Papers/Issues/2020/02/05/The-Evolution-of-Public-Debt-Vulnerabilities-In-Lower-Income-Economies-49018
https://www.imf.org/en/Publications/Policy-Papers/Issues/2020/02/05/The-Evolution-of-Public-Debt-Vulnerabilities-In-Lower-Income-Economies-49018


exploring strategies for debt relief, restructuring, and sustainable borrowing practices.
Fostering sustainable economic development, particularly for developing nations who are
burdened by high levels of debt especially with regard to Sovereign Debt and
Commercial Debt will be an important aspect to this agenda. It is important to address
and discuss frameworks commonly used by organizations like the IMF and the World
bank with regards to Debt Management. The discussion may also tackle the challenges
faced in debt restructuring. The frameworks for debt management and restructuring are
vital for at-risk economies striving for sustainable development. In conclusion the
executive board requires delegates to discuss vital facts and information with regards to
Debt management and restructuring along with emphasizing and addressing issues of
debt in at risk economies.

Key Terminologies

1. Debt Sustainability:
UNCTAD (United Nations Conference on Trade and Development): Debt
sustainability refers to the ability of a country to manage its debt without requiring
debt relief or accumulating arrears, taking into account the country’s economic
growth prospects and external factors.

2. Sustainable Development Goals (SDGs):
UN General Assembly: The SDGs are a collection of 17 global goals set in 2015,
aimed at addressing various social, economic, and environmental challenges to
achieve sustainable development by 2030, which includes ensuring sustainable
debt levels.

3. Heavily Indebted Poor Countries (HIPC) Initiative:
IMF and World Bank: The HIPC Initiative provides a framework for debt relief to
eligible countries to help them achieve sustainable debt levels and focus on
poverty reduction and economic growth.

4. Debt Restructuring:
IMF (International Monetary Fund): Debt restructuring is the process by which a
borrower and its creditors work together to alter the terms of the borrower's debt
obligations to improve the borrower's financial situation and restore liquidity.

5. Debt Management:
World Bank: Debt management is the process of establishing a strategy to handle a
country’s debt in a way that ensures financial stability and promotes economic
growth.



6. Multilateral Debt Relief:
World Bank: Multilateral debt relief involves the cancellation or restructuring of
debt owed by a country to multiple international financial institutions. This aims to
alleviate financial burdens on countries to foster economic growth and
development.

7. Bilateral Debt Relief:
UN Economic and Social Council (ECOSOC): Bilateral debt relief refers to debt
forgiveness or restructuring agreements between two countries, often aimed at
providing financial relief to developing nations to facilitate sustainable
development.

8. Debt Resilience:
UNCTAD: Debt resilience refers to a country's capacity to manage and sustain its
debt levels while maintaining economic growth and stability, especially in the face
of external shocks and economic challenges.

9. Foreign Direct Investment (FDI):
UNCTAD: FDI refers to investments made by a company or individual in one
country in business interests in another country, often influencing debt
sustainability and economic development in host countries.

10.Liquidity Crisis:
IMF: A liquidity crisis occurs when an entity, such as a government or financial
institution, cannot meet its short-term financial obligations due to a lack of liquid
assets. This can lead to defaults and exacerbate debt challenges.

11.Concessional Loans:
World Bank: Concessional loans are loans that have lower interest rates or more
generous repayment terms than standard loans, often provided to developing
countries to support sustainable development and reduce debt burdens.

12.Global Financial Architecture:
UN Conference on Trade and Development (UNCTAD): This term refers to the
international financial systems and institutions that govern global financial
interactions, including regulations and frameworks that impact debt management
and economic development.

13.Private Sector Involvement (PSI):
IMF: PSI refers to the engagement of private creditors in debt restructuring
processes, which can be critical for achieving sustainable debt solutions in
developing countries.



14.Economic Growth and Development:
UN Department of Economic and Social Affairs (UNDESA): Economic growth is
an increase in the production of goods and services in an economy over time,
while economic development encompasses broader improvements in living
standards, education, and health.

15.Balance of Payments:
IMF: The balance of payments is a comprehensive record of a country's economic
transactions with the rest of the world, including trade, investment, and financial
transfers, which can impact debt sustainability.

16.Financial Stability:
Bank for International Settlements (BIS): Financial stability refers to a condition
in which the financial system operates effectively, allowing for smooth financial
intermediation and minimizing risks of systemic crises.

17.Public Finance Management (PFM):
World Bank: PFM refers to the processes and systems used by governments to
manage public funds, which are essential for maintaining fiscal discipline and
ensuring sustainable debt levels.

18.Crisis Response Framework:
World Bank: This framework outlines the strategies and actions taken by
governments and international institutions to respond to economic crises,
including measures related to debt relief and restructuring.

19.Public Debt:
United Nations: The total financial obligations of a government, including all
outstanding loans and liabilities owed to creditors, which is essential for financing
public expenditures and infrastructure.

20.Sovereign Debt
IMF: The portion of public debt issued by a national government, typically in its
own or foreign currency, representing the government’s obligations to repay
creditors and impacting the country's financial stability.

Principles of Debt Restructuring

Debt restructuring is guided by several key principles established by international
financial institutions, such as the IMF and World Bank, aimed at ensuring that the process
is equitable, efficient, and conducive to sustainable economic development. One
fundamental principle is equity among creditors, which emphasizes the need for fair



treatment of all stakeholders involved, including bilateral and multilateral lenders, as well
as private creditors. This principle aims to avoid preferential treatment that could lead to
further financial distress for the debtor country and to maintain trust in the international
financial system. Additionally, the principle of transparency is crucial, as it requires that
the terms and conditions of the restructuring be clearly communicated to all parties
involved. Transparency helps build confidence among creditors and investors, which is
essential for restoring financial stability.

Another vital principle is sustainability, focusing on creating debt terms that allow the
borrowing country to achieve long-term economic stability and growth. This involves
conducting thorough debt sustainability analyses (DSAs) to assess the country's ability to
meet its restructured debt obligations without jeopardizing essential services or social
development goals. Moreover, the principle of conditionality is often applied, where
restructuring agreements may require the borrowing country to implement specific
economic reforms aimed at improving fiscal discipline and promoting economic
resilience. These principles collectively aim to facilitate a restructuring process that not
only addresses immediate financial concerns but also lays the groundwork for sustainable
development and future growth, in alignment with the broader objectives of international
financial frameworks.

The Nine Principles of Debt Restructuring are:

Ownership: Borrowing countries should take the lead in the restructuring process,
ensuring that the solutions are tailored to their specific circumstances.

Transparency: All aspects of the debt restructuring process should be open and clear to
all stakeholders, promoting trust and cooperation among creditors and the borrowing
country.

Fairness: The restructuring should ensure equitable treatment of all creditors, avoiding
preferential treatment that could create conflicts or instability.

Sustainability: Restructured debt should be manageable in the long term, allowing the
borrowing country to maintain economic stability and pursue growth.

Flexibility: The restructuring framework should be adaptable to the unique
circumstances of each case, allowing for innovative solutions that meet the needs of the
debtor and creditors.



Timeliness: The restructuring process should be conducted swiftly to minimize
uncertainty and restore confidence among investors and stakeholders.

Conditionality: Restructuring agreements may include conditions that promote fiscal
discipline and structural reforms, ensuring the borrowing country can service its debts
sustainably.

Involvement of All Creditors: All categories of creditors, including private and bilateral
lenders, should be involved in the restructuring process to achieve a comprehensive
solution.

Focus on Economic Growth and Development: The restructuring should support the
country's broader economic goals and development objectives, aligning debt management
with sustainable development initiatives.

Current Landscape with Regard to Sovereign and Corporate Debt with
Emphasis on Bonds

Based on report provided by OECD- Global Debt Report
2024(https://www.oecd.org/en/publications/global-debt-report-2024_91844ea2-en.html)

Bond financing has grown alongside expansionary monetary policies, in particular
quantitative easing, since the 2008 global financial crisis. This trend is broad-based, from
sovereign issuers responding to increased public spending needs in both advanced and
emerging economies, to financial and non-financial corporations across the world. A
favorable funding environment post-2008 has opened bond markets to a wider range of
issuers, including lower-rated governments and companies, expanding into riskier market
segments. It has also contributed to the emergence of the sustainable bond market. The
total volume of sovereign and corporate bond debt globally at the end of 2023 was almost
USD 100 trillion, similar in size to global GDP. At the end of 2023, OECD governments’
total bond debt stood at USD 54 trillion, an increase of USD 30 trillion since 2008. This
is projected to increase further to USD 56 trillion in 2024. The United States will
represent roughly half of this debt, twice its share in 2008. The share of People’s
Republic of China’s (China) debt in Emerging Markets and Developing Economies has
also doubled, reaching nearly 30% of the total outstanding amount. The total global
outstanding corporate bond debt has increased from USD 21 trillion to USD 34 trillion
over the same period. Over 60% of this increase came from non-financial corporations.
Structurally low yields have enabled lower-rated corporates to access the market, with an

https://www.oecd.org/en/publications/global-debt-report-2024_91844ea2-en.html


expansion of the non-investment grade market and a sharp decrease in the value-weighted
average corporate credit rating globally.

The outstanding debt of the non-investment grade segment totalled USD 3.4 trillion at the
end of 2023, almost twice the 2008 figure. The post-2008 environment has also seen the
emergence of sustainable bond markets. This is still a nascent market segment but one
that has been growing rapidly. At the end of 2023, the outstanding amount of sustainable
corporate and official sector bonds totalled USD 2.3 trillion and USD 2.0 trillion
respectively.

Bond markets play a critical role in allowing both governments and corporations to
respond to periods of financial distress. During the COVID-19 crisis, sovereign and
corporate bond issuance reached record levels. However, in some segments of bond
markets this rapid growth has halted and even reversed from 2022 as monetary policy
began tightening sharply in response to elevated levels of inflation. The sharp reversal in
monetary policy starting in 2021-22 to tackle higher inflation has halted, and even
reversed, this trend for certain market segments. Significantly tighter financial conditions
have caused corporate issuance in particular to contract. While sovereign issuance by
OECD countries fell somewhat in 2022, down approximately 16% from 2021, it
remained substantially higher than pre pandemic levels, and is projected to reach a new
record high in 2024. Corporate issuance, however, fell by 25% in 2022, bringing it close
to the pre-pandemic average. Non-investment grade corporate issuance contracted by as
much as 74%. Both total and non-investment grade issuance remained around 2022 levels
in 2023.

Around 40% of sovereign bonds will mature by 2026 globally. While this will entail
further borrowing from the markets, the impact on interest payments is limited due to
short-term, floating rates, and inflation-linked instruments already having been re-fixed at
higher rates. Pressure on future interest payments will largely arise from new borrowings
and the refinancing of fixed-rate debt, projected to lead to an increase in interest
payments amounting to 0.5% of GDP in the OECD area by 2026. That is equivalent, for
example, to OECD government's average annual expenditure on environmental
protection. Owing to the extension of maturities, the corporate refinancing profile in
advanced economies has improved over time. The share of debt due in the following
three years is equivalent to 32% of the total outstanding amount in 2023, compared to
37% in 2008. However, considering the increase in borrowing, this still represents a
substantial amount totalling USD 8 trillion. In emerging economies, the situation for
corporates is more challenging. Debt coming due in the next three years has grown



significantly in both absolute terms and as a share of total outstanding debt, representing
51% in 2023 (USD 4.4 trillion). This increase is driven to a large extent by the growth of
the Chinese market, where maturities have been shortening. When looking at emerging
markets excluding China, the share of debt maturing in the next three years is more stable
but was still 48% at the end of 2023.

Key risks are currently concentrated in some market segments

Inflation has reduced debt-to-GDP ratios, but it does not improve the fundamentals of
debt sustainability. It may have the initial effect of lowering debt-to-GDP ratios, but the
medium-term impact of elevated inflation is to put upward pressure on debt-to-GDP
ratios, due to high inflation premiums. This leaves several highly indebted OECD
countries facing the potential negative feedback loop of rising rates, slow growth and
expanding deficits unless they take steps to enhance fiscal resilience. Rapid monetary
tightening in major economies has also affected the credit ratings of low-income and
lower-middle-income countries, which together have seen a total of 24 downgrades
compared to 6 upgrades in 2023. This figure is almost twice the annual average of
downgrades and about half the average number of upgrades observed from 2010 to 2019
for countries in these income groups. In sub-Saharan Africa, the average 10-year
sovereign yield spread over the US Treasury benchmark is above 10%, which is a key
threshold for considering whether a country is in debt distress. Amongst corporates,
sector-specific risks are particularly visible among real estate companies. The aggregate
leverage in the sector has more than tripled since 2005, with the debt-to-EBITDA ratio
reaching 13.5 in 2022. Globally, real estate companies have increased their use of bond
markets; their share of total issuance is around three times what it was in 2000.

A new macroeconomic landscape of higher inflation and more restrictive monetary
policies is transforming global bond markets at a pace not seen in decades. This has
profound implications for debt markets and financial stability at a time of renewed
financing needs. Vigilant monitoring and appropriate policy responses are needed to
ensure that sovereign and corporate bond markets continue to function effectively.



Debt: Causes, and Consequences

The global economy has experienced four waves of debt accumulation over the past fifty
years. The first three ended with financial crises in many emerging market and
developing economies. During the current wave, which started in 2010, the increase in
debt in these economies has already been larger, faster, and more broad-based than in the
previous three waves. Current low interest rates — which markets expect to be sustained
into the medium term—appear to mitigate some of the risks associated with high debt.
However, emerging market and developing economies are also confronted by weak
growth prospects, mounting vulnerabilities, and elevated global risks. A menu of policy
options is available to reduce the likelihood of the current debt wave ending in crises and,
if crises were to take place, to alleviate their impact.

Total (domestic and external) debt of public and private non-financial sectors in
Emerging Markets and Developing Economies (EMDE) has increased dramatically over
the past half century. However, the trajectory of debt accumulation has not been smooth.
Individual countries have frequently undergone episodes of rapid debt accumulation, by
either the public sector or the private sector or both. These episodes sometimes ended in
financial crises, which were followed by prolonged periods of deleveraging. Similarly,
the characteristics of debt have changed over time, with the importance of external debt
waxing and waning, and the types of debt instruments used also evolving. Different
EMDE regions and sectors have experienced diverse debt developments since 1970. In
some regions, there have been waves of debt buildups where many countries
simultaneously saw sharp increases in debt, often followed by crises and steep declines in
debt ratios.

The current global wave of debt, which started in 2010, has already seen the largest,
fastest and most broad-based increase in debt in EMDEs in the past 50 years. Despite the
recent prolonged period of very low interest rates, there is a risk that the latest wave of
debt accumulation may follow the historical pattern of its predecessors and result in
widespread financial crises.

These debt waves have show a similarity in categorical consequences and to summarize
the same they primarily evolve into sovereign default leading to financial instability,
inadvertently causing panic in the financial market , triggering a loss of investor
confidence not only in the defaulting country but also in other nations with similar debt
profiles- a cascading effect is most probable which is seen as leading to rising yields on
government bonds and increased borrowing costs for many countries, especially those



perceived as having higher risk. The resulting volatility can disrupt international financial
markets, affecting banks and financial institutions globally.

Such conditions inadvertently pull money out of the markets and economy as a Recession
is the typical conclusion based on pattern human behavior and psychology. This decline
in investment can lead to stagnation in economic growth, reduced job creation, and lower
productivity levels, ultimately impacting overall economic development. For emerging
markets, which rely heavily on foreign direct investment (FDI), this can be particularly
damaging.

As seen in various scenarios such as Inflationary Pressures lead to governments( case
study- Zimbabwe) financing their current deficit by printing more currency( currencies
were backed by gold but most currencies now are FIAT in nature and are typically backed
by the nation's economy) which inadvertently increases inflation as the value of that
particular currency drops in value( global markets and economies, globalization acts as
the primary factor for inter dependence of currencies especially in global trade). As a
result this impacts the nation’s and potentially associated nations development goals, high
potential for social unrest, exchange rate volatility and more. If a nation is a key figure in
geo-politcial relations, international markets and trade; it may pose the risk of a Global
Recession( case study- USA: Housing,Subprime Mortgage Crisis)

Refer:
https://thedocs.worldbank.org/en/doc/377151575650737178-0050022019/original/DebtC
hapter1.pdf

Role of Institutions

1. International Monetary Fund (IMF)

● Debt Sustainability Analysis (DSA): The IMF conducts DSAs to evaluate a
country's ability to meet its debt obligations without external assistance. This
analysis is critical for guiding restructuring efforts.

● Lending Programs: The IMF offers financial assistance through programs like
Stand-By Arrangements (SBAs) or Extended Fund Facility (EFF) that often
include debt restructuring as part of the required economic reforms.

● Capacity Development: The IMF provides training to member countries on
effective debt management practices, including risk assessment and fiscal policy
formulation.

https://thedocs.worldbank.org/en/doc/377151575650737178-0050022019/original/DebtChapter1.pdf
https://thedocs.worldbank.org/en/doc/377151575650737178-0050022019/original/DebtChapter1.pdf


2. World Bank

● Debt Management Performance Assessment (DeMPA): The World Bank
conducts assessments to evaluate the effectiveness of a country’s debt
management practices, providing recommendations for improvement.

● HIPC and Multilateral Debt Relief Initiative (MDRI): The World Bank plays a
key role in these initiatives, offering debt relief to eligible countries to help them
achieve sustainable debt levels.

● Integrated Financial Management Systems (IFMS): The World Bank supports
the implementation of IFMS to improve public financial management and enhance
the ability to manage debt sustainably.

3. United Nations Conference on Trade and Development (UNCTAD)

● Research and Policy Development: UNCTAD conducts research on debt
sustainability and management, providing insights into the effects of debt on
development, particularly in developing countries.

● Debt Restructuring Frameworks: UNCTAD advocates for frameworks that
prioritize development needs in debt restructuring negotiations, emphasizing the
importance of social and economic stability.

4. Paris Club

● Negotiation Facilitation: The Paris Club facilitates negotiations between debtor
countries and creditor nations, providing a platform for discussing debt
rescheduling and reduction.

● Equitable Solutions: The Paris Club aims to ensure equitable solutions that
consider the capacity of debtor countries to repay while promoting financial
stability among creditor nations.

5. London Club

● Private Creditor Engagement: The London Club involves private creditors in
debt restructuring processes, negotiating terms that reflect the interests of
commercial lenders while addressing the needs of debtor countries.

● Tailored Solutions: It seeks to create flexible and tailored solutions that allow
debtor countries to regain financial stability and resume growth.



6. Multilateral Development Banks (MDBs)

● Tailored Financial Solutions:MDBs, such as the Inter-American Development
Bank (IDB) and the African Development Bank (AfDB), provide financial
products specifically designed for debt restructuring and management.

● Technical Assistance:MDBs offer technical assistance to improve debt
management frameworks and enhance the capacity of national authorities to
handle complex debt situations.

7. International Finance Corporation (IFC)

● Private Sector Involvement: The IFC focuses on mobilizing private sector
investment to support countries in managing debt more effectively and sustainably.

● Advisory Services for Debt Management: The IFC provides advisory services to
improve the financial health of businesses in developing countries, which can help
stabilize national economies and manage debt burdens.

8. Debt Management Offices (DMOs)

● Policy Implementation: DMOs within national governments are responsible for
implementing debt management policies, including conducting regular
assessments of debt levels and servicing capacities.

● Debt Issuance and Monitoring: DMOs oversee the issuance of government
bonds and actively monitor debt portfolios to optimize financing strategies and
reduce costs.

9. Credit Rating Agencies

● Assessment and Rating: Credit rating agencies evaluate the creditworthiness of
countries, providing ratings that influence borrowing costs and investor
perceptions.

● Market Signals: Their assessments play a significant role in shaping the terms
and conditions of debt restructuring negotiations, as lower ratings can lead to
increased borrowing costs.



10. Bank for International Settlements (BIS)

● A bank for central banks that fosters international monetary and financial
cooperation and serves as a bank for central banks, providing research and policy
guidance on global financial stability.

International Mechanisms and Tools for Debt Assessment, Management
and Restructuring

● Debt Service Suspension Initiative (DSSI)
● Debt-for-Nature Swaps
● Debt-Equity Swaps
● Heavily Indebted Poor Countries (HIPC) Initiative
● Multilateral Debt Relief Initiative (MDRI)
● International Monetary Fund (IMF) Lending Programs
● Extended Fund Facility (EFF)
● Stand-By Arrangements (SBAs)
● World Bank’s Debt Management Performance Assessment (DeMPA)
● Global Financial Architecture
● Debt Sustainability Framework (DSF)
● International Development Association (IDA)
● Sovereign Debt Forum
● Financial Stability Board (FSB)
● International Finance Corporation (IFC)
● Global Initiatives for Financial Inclusion\
● Group of Twenty Common Framework
● Various International/National, Governmental/Inter-Governmental/Organizational

Sovereign Arrears Policies
● Global Sovereign Debt Roundtable



Frameworks Associated with Debt Management and Restructuring

1. Financing for Development Frameworks

Several key documents and frameworks guide the discussions on debt management:

● Monterrey Consensus (2002): This document emphasizes the importance of
external debt sustainability and development, highlighting the need for a
comprehensive approach to financing development, including debt management
strategies.

● Doha Declaration (2009): This builds on the Monterrey Consensus, reaffirming
commitments to address external debt issues as part of the Financing for
Development agenda

● Addis Ababa Action Agenda (2015): This agenda outlines concrete actions to
enhance financing for sustainable development, including measures to improve
debt sustainability frameworks and promote responsible lending practices

2. Debt Sustainability Frameworks

The IMF-World Bank Debt Sustainability Framework is crucial for assessing the
sustainability of debts in low-income countries. It provides guidelines for evaluating
whether countries can manage their debt without compromising their development goals.
This framework can be referenced when discussing how at-risk economies can
restructure their debts while ensuring sustainable economic growth.

3. Common Framework for Debt Treatment

The G20 Common Framework for Debt Treatments is another relevant mechanism that
aims to provide a coordinated approach to managing sovereign debt crises. It encourages
collaboration among creditors and debtor countries to facilitate timely and effective debt
restructuring processes.

4. Principles of Sovereign Debt Restructuring

The United Nations Basic Principles on Sovereign Debt Restructuring Processes outline
essential principles that should govern sovereign debt restructuring, including
transparency, inclusivity, and fairness in negotiations between creditors and debtor
nations. These principles are vital in ensuring that at-risk economies are treated equitably
during restructuring efforts.



Case Study(s)

Sri Lanka

Sri Lanka's experience illustrates the consequences of inadequate long-term financing and
over-reliance on foreign loans. The country has faced balance of payments crises and
currency devaluation, exacerbated by a liberal trade regime. Despite numerous IMF
interventions, sustainable growth has remained elusive. Sri Lanka defaulted on its
external debt in May 2022, triggering negotiations with creditors

In March 2023, the government reached a staff-level agreement with the IMF on a $3
billion bailout package, contingent on debt restructuring. Restructuring talks with major
bilateral creditors like China and India, who hold 83.5% of Sri Lanka's external debt, are
ongoing. In April 2024, the government rejected a proposal from international
bondholders on restructuring over $12 billion in debt. Reforms aim to restore fiscal and
debt sustainability, restructure state-owned enterprises, and boost private investment.
However, the reform burden has fallen heavily on low-income groups, potentially
undermining human rights and social stability

The IMF program emphasizes raising government revenues through measures like
income taxes, VAT hikes, and phasing out fuel subsidies,These reforms have contributed
to rising prices and reduced living standards for many Sri Lankans

Sri Lanka's debt crisis underscores the need for at-risk economies to pursue prudent
fiscal policies, diversify funding sources, and invest in productive sectors to mitigate
vulnerabilities. Effective debt management, targeted social protection, and structural
reforms can help chart a path towards sustainable development.

Nigeria

A study on Nigeria emphasizes the importance of strategic debt management in
supporting business sustainability. It discusses how prudent allocation and management
of national debt can enhance private sector productivity, ultimately contributing to
economic growth. As of 2023, Nigeria's public debt reached approximately $114.4
billion, reflecting a 78% increase from 2017. This surge is largely attributed to reliance
on external borrowing and the impact of global economic factors such as rising interest
rates and inflation.The composition of Nigeria's debt has shifted, with multilateral and
private creditors now holding a larger share compared to bilateral creditors. This shift



complicates debt servicing due to higher interest rates and shorter repayment periods
associated with private loans.The increasing burden of public debt poses risks not only to
Nigeria's fiscal health but also to its broader economic stability. Without significant
reforms in local debt management practices and adjustments to the international debt
architecture, Nigeria risks transitioning from a liquidity crisis to a solvency crisis, where
it may be unable to meet its obligations without restructuring.

Ghana

In Ghana, challenges to effective national debt management include issues like tax
evasion and unfair trade practices .Ghana's total public debt reached approximately $54.4
billion by mid-2022, accounting for 78.3% of GDP, a stark increase from 55.5% of GDP
in 2017. This rapid accumulation has been driven by rising government spending, low
domestic revenue mobilization, and external shocks such as the COVID-19 pandemic and
the Russia-Ukraine war. By the end of 2022, debt servicing consumed over 50% of the
government's total revenue and approximately 70% of tax revenues, severely constraining
fiscal space for essential services and development investments.Ghana's high debt levels
hinder progress toward achieving the Sustainable Development Goals (SDGs). The
country faces a significant financing gap that restricts investment in critical areas such as
health, education, and infrastructure necessary for sustainable growth.The ongoing
economic turmoil has led to inflation rates soaring to 33.9% in August 2022, alongside a
depreciation of the national currency by 41% against the US dollar within the same year.
These macroeconomic challenges exacerbate the difficulties in managing public finances
effectively.

Argentina and Ecuador

Both Argentina and Ecuador are navigating complex debt management and restructuring
processes as they seek sustainable economic development, particularly in the context of
being at-risk economies. Their experiences highlight the challenges and strategies
involved in addressing sovereign debt crises.

Argentina's Debt Management and Restructuring
Argentina has faced a protracted struggle with sovereign debt, having defaulted multiple
times since 2001. The most recent restructuring efforts have been characterized by
significant negotiations with private creditors and multilateral institutions. In 2020,
Argentina restructured approximately $65 billion in debt with private creditors, reducing
interest payments from 7% to around 3% and providing creditors with about 55 cents on



the dollar. This agreement aimed to alleviate the financial burden while ensuring
long-term sustainability

Ecuador's Debt Management Strategies
Ecuador has also encountered significant challenges related to its sovereign debt,
particularly during periods of economic instability.In 2020, Ecuador restructured
approximately $17.4 billion of its external debt, which included negotiations with
bondholders that resulted in reduced interest rates and extended maturities. This
restructuring was essential for alleviating fiscal pressures and restoring investor
confidence

Both Argentina and Ecuador face elevated public debt levels that constrain their fiscal
capacities, limiting investments in essential services such as health and education.



Questions a Resolution Must Answer

1. How can nations identify and adapt to Debt accumulation and continue to
sustainably develop the nation and its economy?

2. Development of a Crisis management framework and its feasibility?
3. How to effectively promote, engage and apply debt restructuring tools in HIPC
4. Development of potential policies and systems to prevent debt trapping?
5. Promotion of Social well-being and job protection in economically weak,poor

periods?
6. How to prevent the effect caused by abuse of Currency Production creating an

influx on said currency in an economically poor zone to tackle inflationary
pressures?

7. How to identify and pursue over inflated currencies that can potentially cause a
global recession?

8. How can Debt Restructuring facilitation systems and provision of the same
without being tied to other interests?

9. Prevention of monopolization of debt and debt based leverage against HIPC?
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