Beyond the brink: Approaches to address Africa’s debt crisis to promote economic
sovereignty

From debt dependency to financial independence

Africa’s escalating debt crisis has become a focal point of the 2024 World Bank and IMF Annual
Meetings, demanding a paradigm shift from cyclical relief to sustainable reform. With external
debt now at $1.15 trillion, Africa’s debt challenge affects over 1.4 billion people and diverts
resources from healthcare, education, and infrastructure. For the economies, debt-fueled
economic stagnation worsens unemployment and inequality, creating ripple effects felt far
beyond the continent’s borders.

The African Development Bank (AfDB) and UN Economic Commission for Africa (UNECA)
argue that the stakes have never been higher, and propose reforms that go beyond
conventional debt relief.

“We are at a crossroads,” says Dr. Akinwumi Adesina, President of the AfDB. “We
must ensure that African countries are no longer penalized by punitive lending
structures, which, left unaddressed, could deprive Africa of a decade of
development.”

The increasing role of private finance in Africa’s debt portfolio urgently calls for the IMF,
World Bank, and other stakeholders to address the continent’s unique fiscal challenges
through targeted, equitable debt restructuring policies.

This article delves into why Africa’s debt structures demand urgent reform, explores innovative
solutions proposed by leading African institutions, and critiques the shortcomings of current
frameworks.

The global stakes of Africa’s debt crisis

This debt crisis isn’t just a regional issue; it poses a threat to global stability. Unlike debt
restructurings in Latin America or South Asia, where multilateral institutions played leading
roles, Africa’s creditor landscape is dominated by private investors, with over 43% of Africa’s
external debt held by private creditors like Eurobond investors.

These creditors often demand high interest rates, typically between 6% and 10%—far above the
1-2% concessional rates provided by institutions like the World Bank and IMF.

Dr. Adesina stresses that the “Africa premium” on interest rates reflects outdated perceptions of
African risk, increasing borrowing costs despite studies showing lower default rates compared to
other regions. According to Moody’s, Africa’s default rate on infrastructure projects is 5.5%,
compared to 8.5% in Asia and 13% in Latin America. Addressing this discrepancy is essential to
create more equitable lending terms (Ghana Business News,DW News
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Former UK Prime Minister Gordon Brown has called for urgent debt relief for African nations,
emphasising that the current debt crisis is the continent’s worst in a generation. According to
Brown, the situation has reached a “matter of life and death” as many African countries are
forced to spend more on debt servicing than on healthcare or education, a pattern he attributes
to an unjust global financial structure.

Colonial legacy and the rise of private credit

Africa’s debt legacy is rooted in colonial financing structures, which left newly independent
states with obligations that benefited foreign powers rather than local communities. Today’s debt
profile reflects a shift from public to private debt, a trend fueled by the lure of high-yield
Eurobonds. However, as Zambia’s recent default underscores, this route is unsustainable.
Zambia’s restructuring process under the G20 Common Framework spanned nearly four
years—an unacceptable delay that AfDB’s Adesina argues is symptomatic of a framework
lacking creditor inclusivity and timeliness World Socialist Web Site. The African Spectator

Sovereign debt expert Lee Buccheit critiques the emerging restructuring models, which he
terms “evaporating debt relief.” Unlike past frameworks with GDP-linked mechanisms, newer
models reduce relief if countries outperform growth forecasts, creating a situation where
recovery penalizes rather than rewards debtor nations. Buccheit advocates for structures that
stabilize economies long-term, suggesting relief terms that adjust dynamically with economic
performance. DW News

Sustainable alternatives to high-Cost debt

To counter reliance on high-cost Eurobonds, the AfDB and UNECA promote alternative
financing models, such as concessional loans, green and blue bonds, and diaspora bonds.
These instruments align with Africa’s climate goals while providing much-needed capital at lower
costs. The AfDB has recently requested a $25 billion replenishment of the African Development
Fund to expand concessional financing for Africa’s most vulnerable economies, arguing that
concessional loans offer the stability and flexibility needed for sustainable development.

“Green bonds and blended finance present win-win solutions for African nations,”
says UNECA Executive Secretary Vera Songwe. “We can attract capital that aligns
with Africa’s growth trajectory while meeting international climate commitments.”
Such innovative financing models signal a shift toward self-sufficiency, reducing
dependency on volatile global markets Ghana Business News,African Development

Bank Group

UNECA and AfDB emphasize that global solutions must include all major creditors, particularly
China, which holds roughly 12—-14% of Africa’s debt. China’s recent commitment of $10 billion in
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IMF Special Drawing Rights, coupled with a $23 billion debt cancellation for 17 African nations,
indicates a potential shift toward collaboration.

However, African leaders argue that creditor participation needs to go further: multilateral
institutions must push for an Africa-specific debt framework that mitigates the “Africa premium”
and offers fairer terms in line with Africa’s real risk profile.

The European Union’s commitment of €150 billion through its Global Gateway initiative aims to
support sustainable development across Africa, aligned with the UN’s Sustainable Development
Goals (SDGs). In the U.S., Treasury Secretary Janet Yellen has advocated for transparency in
debt agreements, particularly in cases involving China, while pushing for debt relief strategies
that respect African sovereignty and prioritize long-term stability.

The G20’'s Common Framework, which promotes multilateral collaboration and urges private
creditor involvement, aligns with Yellen’s approach. This framework’s emphasis on transparency
and inclusivity represents a constructive step toward equitable debt solutions that support
sustainable recovery.

Beyond the “Debt Trap”:

China’s Role and Africa’s Diverse Creditor Landscape Despite narratives of a “debt trap,” China
holds roughly 12—14% of Africa’s debt, primarily in infrastructure projects, while private creditors
and multilateral institutions account for a greater portion.

Recently, China announced the cancellation of 23 interest-free loans for 17 African nations and
committed $10 billion in IMF Special Drawing Rights to Africa.

These actions suggest a shift toward more flexible debt practices and collaboration with other
stakeholders, including France in Zambia’s debt restructuring.

A balanced, unified approach involving all creditors is essential for achieving sustainable debt
solutions.

African Initiatives and the Need for Technical Assistance African countries are implementing
various strategies to address the debt crisis, including debt audits, fiscal reforms, and
engagement in multilateral frameworks.

Technical assistance remains essential to enhance the debt management and borrowing
capabilities of African governments. Key areas of support include:

Loan analysis training: Enabling finance ministries to assess loan conditions like interest rates,
repayment schedules, and currency risks, thereby supporting informed decision-making.

Negotiation skill development to build legal and financial expertise within finance ministries and
central banks to empower African governments to negotiate favorable debt terms and manage
complex restructuring processes.



Fiscal oversight and compliance: Implementing anti-corruption measures and transparent fund
allocation frameworks to build public trust.

Restructuring guidance: Offering technical support on restructuring options, such as extending
repayment periods or reducing interest rates, to facilitate informed engagement with frameworks
like the G20’s Common Framework.

Legal debt management frameworks: where countries adobt debt management laws to
promote sustainable borrowing practices and strengthen public accountability.

With assistance from institutions like the African Development Bank and World Bank, these
initiatives can strengthen Africa’s debt management capabilities and promote fiscal stability.

Strategic Implications: From relief to resilience

Africa’s debt crisis has reached a turning point, underscoring the need for transformative,
sustainable reforms. Without significant structural changes, Africa risks remaining mired in
cycles of dependency that undermine its vast economic potential. Debt reforms require more
than temporary relief. Dr. Adesina envisions a continent poised to become a “global economic
powerhouse” if freed from dependency on high-interest loans.

The IMF and World Bank meetings in Washington present a critical opportunity for the global
community to adopt debt restructuring policies that address historical imbalances as well as
contemporary fiscal challenges.

By prioritising transparency and inclusive creditor participation, African-led frameworks aim to
create long-term stability and resilience. However, without substantive reform, Africa risks losing
a decade of development potential, driven not by capacity but by structural inequities in global
finance.

The AfDB and UNECA are calling for the G20 to reform the Common Framework to include
clearer timelines and expand the Paris Club to bring in new lenders like China.

This, Adesina insists, is essential for Africa to shift from dependency toward autonomy in the
global economy.

Agnes Gitau - Executive Director Eastern Africa Association and partner at GBS Africa.
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