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PUBLIC DEBT AFTER COVID
As part of their normal operations, governments take on large amounts of debt. The amount of debt they take
on and the rate at which they can borrow vary from country to country and depend on the economic cycle.
Countries with a long history of repaying debt and a favorable economic outlook typically borrow at lower
rates; those with less stable economies or less optimistic outlooks tend to borrow at higher rates.
 
During times of hardship for their population, governments often try to absorb some of that hardship by
taking on more debt, to shield their population with some of these funds. Governments also take on more
debt when fighting wars; in fact, funding wars was a major factor in the development of modern finance and
modern states. From 2020 to 2022, many countries took on extra debt to fund their COVID-19 response or
to absorb some of the economic consequences of the crisis. This was the case across all countries, but the
increase was sharpest for lower income countries. Public debt increased 8% between 2020 and 2023 overall,
but by over 18% in IDA-eligible countries (roughly, the bottom third of countries per GNI per capita). 

All that debt must be repaid eventually, with interest. Debt repayment represents a major government
expenditure; over 10% of revenue annually for 54 developing countries. Such levels of debt burden are raising
increasing concern, and we have seen in the past years repeated calls for a coordinated solution, from
technical proposals by UN bodies, political declarations ahead of the South African presidency of the G20 and
calls from within the World Bank. The problem is not only that debt is expensive, but also that it competes
with essential government spending. And since lenders have more leverage and influence that the people
who get cut off from government services, debt often wins. More than 48 governments spend more on their
debt than they spend on education or health.

Debt to Health is a way to top up investments in essential services through the Global Fund while chipping at
the debt of low- and middle-income countries.

WHAT IS DEBT TO HEALTH
Debt to Health, Debt2Health or D2H is a form of debt swap, a conditional debt cancellation. Funds that
would have gone from the borrowing country to the lender country instead stay in the country and are
invested in critical areas. The basic concept is that a lender accepts to make concessions on loans i.e. reduce
the amount owed, either in part or in full, reduce or defer interest payment; in exchange the borrower invests
the savings in health programs. 

Debt2Health has existed in health since 2007, but Debt-for-Development Swaps have an older history
rooted in the 1980s, another era marked by series of debt crises. A first series of initiatives pairing debt
cancellation with essential investments through a diversity of mechanism, including private debt buy-backs,
and peaked in the early 1990s. Small-scale transactions however have continued to take place, and there has
been a resurgence of interest in recent years with 2024’s G20 host Brazil placing it high on its priority list. 

One challenge of debt swaps, including Debt2Health, is that they are complex deals to negotiate and
implement. A key obstacle comes from the credibility of these programs: lenders want assurance that the
debt that is swapped does indeed go to health investments. Lack of trust, on top of technical complexities, can
kill deals. This is why the Global Fund has worked to step in between donors and implementers, support
negotiation and oversee implementation. Since 2007, the Global Fund has supported the signing of 14 D2H
transactions, worth over USD 300 million, with the debt swapped going to Global Fund programming areas
guaranteeing a certain level of accountability and transparency to both sides of the deal.

https://www.worldbank.org/en/news/press-release/2024/12/03/developing-countries-paid-record-1-4-trillion-on-foreign-debt-in-2023
https://ida.worldbank.org/en/about/borrowing-countries
https://unctad.org/publication/world-of-debt
https://www.undp.org/publications/dfs-avoiding-too-little-too-late-international-debt-relief
https://www.thepresidency.gov.za/remarks-president-cyril-ramaphosa-launch-south-africas-g20-presidency-gcis-media-centre-cape-town
https://www.theguardian.com/business/2024/apr/21/world-bank-chief-economist-indermit-gill-g20-debt-relief-mechanism-common-framework
https://unctad.org/publication/world-of-debt
https://unctad.org/publication/world-of-debt
https://www.imf.org/-/media/Files/Publications/PP/2024/English/PPEA2024038.ashx
https://www.carbonbrief.org/qa-can-debt-for-nature-swaps-help-tackle-biodiversity-loss-and-climate-change/
https://www.theglobalfund.org/media/12284/publication_debt2health_overview_en.pdf


DEBT2HEALTH ADVOCACY – IN DONOR COUNTRY
AND IMPLEMENTING COUNTRY

Advocating for Debt2Health presents both opportunities and challenges for civil society and community
partners – and most are opposite sides of the same coins. 

Demand Generation: Debt2Health is more of an emerging tool for global health financing. Many
actors, whether among global health advocates or government representatives, are not aware of the
existence of the tool and fewer still have direct experience using it. For advocates, it means leading a
battle on two fronts. We need to both argue in favor of new or increased commitments, but also and
more generally to raise awareness of the possibility of combining debt relief and global health
funding. 

The upside is that novelty is attractive, especially in a context of uncertainty where many traditional
ways of working are losing credibility. D2H is a genuinely win-win proposition for donors and
implementers. It can be framed as a way to take care of two things at once and deliver a wide array
of cooperation and development commitments.

WHY ARE WE TALKING ABOUT D2H AHEAD OF THE 8TH REPLENISHMENT?
Coming out of COVID19, many Global Fund implementing countries are faced with elevated and
problematic levels of debt. At the same time, high-income countries face political pressure to invest
domestically or prioritize transactional investments, dragging down ODA budgets in general and funding
for health and multilateral organizations in particular. The impact on overall health expenditures in the
coming year could be severe, with ODA contracting at the same time as domestic investment in low- and
middle-income countries (LMICs) stagnates or declines. 

In that context, Debt2Health is an appealing tool. It can simultaneously reduce a country’s debt burden and
support its health sector. It also moves decision-making from development or cooperation ministries to
finance ministries and opens new pathways for advocacy—a technical yet consequential consideration as,
across major donors, ODA budget lines are increasingly scrutinized for savings. Finally, in the lead-up to the
Global Fund 8th Replenishment, Debt2Health is worth considering as a tool to maximize pledges from
donors.

Technical Proficiency: D2H agreements are more complex than other funding agreements. They
involve extra layers of consideration: the amount of debt to be canceled, whether that cancellation is
of interest payment or capital, the amount to be invested by the country benefiting from the swap
(the full amount, more than the full amount or a fraction of it), where the money should be invested
and how that investment will be monitored. All debt is also not created equal, and sovereign bilateral
debt (debt between two governments) has so far been the only type included in Debt2Health deals.
And these deals can get quite complicated, with interventions of third-party support: see for example
the case of Belize’s nature swap. In addition, D2H is different and newer than traditional ODA.
Therefore, all parties have less experience and can access fewer resources to help them in
discussions. The topic can appear overly technical and difficult to approach. 

https://www.imf.org/en/Publications/fandd/issues/2022/12/basics-what-is-sovereign-debt
https://www.imf.org/en/Publications/fandd/issues/2022/12/basics-what-is-sovereign-debt
https://www.nature.org/content/dam/tnc/nature/en/documents/TNC-Belize-Debt-Conversion-Case-Study.pdf


Know your history: Debt for Development swaps have a long history, which involved previous waves
of advocates beyond health; it is worthwhile, especially in countries that have that history of
engagement, to reach out to actors in government and civil society to better understand that history
and the lessons it might have for future Debt2Health deals. NGOs often played a pivotal role in the
80s and 90s, working as intermediaries and guarantors; understanding who these actors were and
how they managed to push deals through can be of great help. 

North/South coordination: It takes two to tango and often a few more to reach a debt swap.
Advocates will need to work in both lender and debtor countries and use pressure from civil society
colleagues and technical partners to push a deal through. And because deals are typically between a
specific debtor and lender, unlike in classic Global Fund advocacy it is not enough to push for generic
commitments to give more; advocates must work together on both sides of a deal to make it happen. 

If D2H does pick up steam, stakeholders will become increasingly familiar with it, and discussions will
become less daunting. Some amount of technicality will remain, however. The easiest way to tackle it
is to reach out to colleagues with some experience (see a full list here) either from implementing or
donor countries, reaching out to us at GFAN if you need introductions. You should also use existing
resources (from the Global Fund here, from an academic perspective here, some excellent
background on debt swaps and D2H from JLI here) to understand how to present the issue and
overcome technical objections.

Engagement with new actors: Typically, Ministries of Finance manage debt whereas ODA budgets
are typically overseen by a Ministry for Cooperation, Development, or directly by the Ministry of
Foreign Affairs. This is a challenge, as Ministries of Finance tend to be staffed with more senior civil
servants, and to have a distinct organizational culture that is less open to engagement with civil
society and advocates. Hence, engaging with them requires making new connections through new
avenues, and perhaps leveraging other parts of government, in Ministries of Health for example, to
get access and support your efforts.

There are upsides, however. Allies within finance ministries will be influential throughout
government, and learning to engage on their terms, such as by discussing debt relief, can be a great
opportunity to make these connections and leverage them later, even if in the short term no specific
deal comes through.

Clarity of objectives: To function, a debt swap must bring a lender and a debtor to the table, and
they need to agree to the terms and scale of the deal. For advocates, it means presenting a clear
objective to all parties involved and discussing terms in detail regarding the debt (how it is alleviated),
the investment (where the money should go), and the monitoring and reporting. There are many
parameters to be determined beforehand, and it is crucial for advocates in implementing countries to
know which lender to target, as different countries will be sensitive to very different arguments.

https://www.theglobalfund.org/media/12284/publication_debt2health_overview_en.pdf
https://pmc.ncbi.nlm.nih.gov/articles/PMC2649558/
https://www.joeplangeinstitute.org/wp-content/uploads/2024/04/Christoph-Benn-Keynote_Debt2Health_09April2024.pdf


OUR ASKS TO DONORS

OUR ASK TO THE GLOBAL FUND SECRETARIAT

Be bold and fully fund the Global Fund
Join word and action to alleviate LMIC debt burdens
Coordinate work across finance, health and development ministry to find innovative route
to meet your funding goals; and consider D2H tools.

Provide additional data on past D2H deals, their impact and lessons learned.
Provide data on eligible debt – i.e. sovereign bilateral debt that could be eligible for a
Global Fund supported D2H agreements
Provide tools for advocates to strengthen their technical understanding of the role of the
Global Fund in D2H deals.
Be ambitious and aggressive to scale up D2H to match other debt swaps in size and
impact.


