The issue of the cancellation of debt for the world 


The cancellation of debt on a global scale has emerged as a pressing issue, garnering attention from policymakers, international organisations, and advocacy groups. The increasing levels of sovereign debt in many nations, exacerbated by the economic impacts of events such as the COVID-19 pandemic, have led to calls for comprehensive debt relief. This briefing paper explores the key considerations, challenges, and potential benefits associated with the cancellation of global debt.

Sovereign debt refers to the money owed by a government to external creditors, which can include other governments, international organizations, and private lenders. The issue of rising global debt has been amplified by economic downturns, natural disasters, and, more recently, the health and economic impacts of the COVID-19 pandemic.

Debt cancellation is seen as a means to provide financial relief to heavily indebted nations, facilitating economic recovery and stability. This is particularly crucial for developing countries facing significant challenges in meeting debt obligations. The COVID-19 pandemic has underscored the need for compassionate responses to global challenges. Debt cancellation is framed as a humanitarian gesture to alleviate the economic hardships faced by countries struggling to respond to health crises and meet the basic needs of their populations. Debt cancellation is aligned with the pursuit of the United Nations' Sustainable Development Goals, as it allows countries to redirect resources towards essential sectors such as healthcare, education, and infrastructure.

As always, there are some challenges and concerns. Concerns exist that widespread debt cancellation could create a moral hazard, where countries may be less inclined to pursue responsible fiscal policies if they anticipate external support in the form of debt relief. The cancellation of debt may affect credit markets, potentially leading to increased borrowing costs for countries in the future. Lenders may become more risk-averse, demanding higher interest rates to compensate for perceived risks. Determining which countries qualify for debt cancellation and under what conditions raises questions of fairness and selectivity. Criteria for eligibility must be transparent and just to ensure equitable treatment.

There are, however, potential mechanisms for debt collection. The establishment of multilateral frameworks or institutions to coordinate and implement debt cancellation efforts, can ensure a comprehensive and coordinated approach. Another option is a debt-for-climate-swap. Innovative approaches can be explored such as debt-for-climate swaps, where countries commit to environmental conservation efforts in exchange for debt relief, addressing both economic and environmental challenges. Furthermore, strengthen existing debt restructuring mechanisms to provide a fair and transparent framework for negotiations between debtor countries and creditors.

Given the global nature of the debt issue, international cooperation is paramount. Collaboration among governments, international financial institutions, and civil society is crucial to developing effective strategies for debt relief while addressing concerns about moral hazard and market stability.
While the cancellation of global debt presents challenges and concerns, it also offers an opportunity to build a more resilient and equitable global economic system. Policymakers should carefully balance the imperative for humanitarian and economic relief with the need to address potential negative consequences, ensuring that any debt cancellation initiatives are transparent, fair, and contribute to sustainable development goals.


Points to consider: 
· The potential mechanisms for debt cancellation. 
· The extent of the impact debt has had on various nations 

Useful inks: 
https://debtjustice.org.uk/history-of-debt#:~:text=At%20the%20start%20of%20the,debt%20payments%20for%2046%20countries.

https://publications.parliament.uk/pa/cm5803/cmselect/cmintdev/146/report.html

https://www.un.org/en/coronavirus/debt-and-covid-19

https://www.undp.org/press-releases/50-percent-worlds-poorest-need-debt-relief-now-avert-major-systemic-development-crisis-warns-un-development-programme






