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1. Presidents’ Letter 

 

Honourable delegates, 

Welcome to this year’s CCBMUN! Our names are Mariana Restrepo and Alena 

Munera, and we are currently in twelfth and eleventh grade respectively at 

Colegio Colombo Britanico. We have both been involved in the MUN experience 

for several years, and it has been a very enriching opportunity for us. This year we 

are taking the challenge of presiding G20, a commission which we both believe 

you will find very interesting. 

The Group of 20 is an international organization that is formed by government 

leaders from 19 different countries and the European Union. This is an extremely 

important organization, since its members control more than 80% of the global 

GDP, and especially in these times, when the world's economy is facing a huge and 

unprecedented crisis due to COVID-19, the decisions that this organization takes 

will drastically change the course of the economy for future years. In this 

commission, you will have the opportunity to represent one of these nations and 

to debate about urgent matters that have a substantial impact on the world's 

economy.  

The topics we chose for this model require a deep level of understanding and a 

willingness to think outside the box to find innovative solutions. It is extremely 

important for delegates to defend their countries’ position at all times, regardless 

of their personal opinion about the topics. Taking into account that this is an upper 

school commission, we have very high expectations for the debates that will be 

taking place. Finally, we look forward to having you in our commission; do not 

hesitate to contact us if you have any questions regarding the model. 

We look forward to seeing you at CCBMUN XVIII! 

Yours sincerely, 

Mariana and Alena  
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2. Commission Information 

 

i. History 

Glossary: GDP - Gross domestic product - the total value of goods and services produced 

by a country in a year 

The G20, or Group of Twenty, is an international forum, composed of 19 countries and 

the European Union. The G20 members represent 85% of the global GDP, two thirds of 

the world's population and 75% of international trade. The G20's primary objectives are 

to prevent future international financial crises, to shape the global economic agenda 

and also to broaden the scope of international economic and financial cooperation. The 

G20 is the G8 plus the BRIC nations that include Brazil, China, India, Russia and other 

developing and influential countries with strong economies.  

This forum started in 1999 as a meeting of the Finance Ministers and Central Bank 

Governors from 19 countries, plus the EU, in which they discussed economic and 

monetary issues. Following the 2007 Asian currency crisis and the global financial crisis 

in 2008, the urgent need for a meeting of the G20 was pressing. This is the reason why 

in 2008, the Summit upgraded and began allowing the presence of the heads of state 

and the presidents of the European Council and European Union in the main conference, 

as well as having a smaller summit for the finance ministers. From that moment on, the 

G20 was considered to be the most important forum for international economic 

cooperation.  

Historically, the G20's main focus has been the management of the global economy, 

macroeconomics and trade, yet over the last few years they have opened their agenda 

to include a wide range of global issues which have a major impact on the global 

economy such as development, climate change and terrorism, among others. 

For the first time, in November 2008 in Washington D.C., G20 members came together 

and came up with an agreement to coordinate fiscal, monetary and economic policies 

to ultimately recover the global economy. Since then, the G20 has evolved from the 

original urgent meetings to prevent further economic downfall, to a unique 

international forum that  addresses  long-term structural challenges  

https://dictionary.cambridge.org/dictionary/english/total
https://dictionary.cambridge.org/dictionary/english/total
https://dictionary.cambridge.org/dictionary/english/value
https://dictionary.cambridge.org/dictionary/english/value
https://dictionary.cambridge.org/dictionary/english/goods
https://dictionary.cambridge.org/dictionary/english/goods
https://dictionary.cambridge.org/dictionary/english/service
https://dictionary.cambridge.org/dictionary/english/service
https://dictionary.cambridge.org/dictionary/english/produce
https://dictionary.cambridge.org/dictionary/english/produce
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/year
https://dictionary.cambridge.org/dictionary/english/year
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ii. Structure 

 

The G20 is formed by the following nations: Argentina, Australia, Brazil, Canada, China, 
France, Germany, India, Indonesia, Italy, Japan, Mexico, Russia, Saudi Arabia, South 
Africa, South Korea, Turkey, the United Kingdom, the United States and the European 
Union. The European Union represents all countries that are part of that organization, 
and their representatives are the President of the European Council and the President 
for the European Commission. In the main summit, all countries are represented by 
either their President or Heads of State. In the other summits, which occur throughout 
the year, countries send representatives depending on the subject being discussed, for 
example, the Minister of Energy when discussing energy problems. 

 

iii. Special Procedures (if applicable) 

 

In the real world, the resolutions achieved by the G20 are not voted for, nor are they of 
mandatory enforcement. In this Model, the suggested solutions will be passed to a vote 
within the members of the group. All 20 members have a vote. All motions and 
procedures will remain the same as in a normal MUN commission.  
 

iv. Bibliography 

BBC News. (2019, June 28). Cumbre del G20 2019: Qué es el Grupo de los 20, el mayor 

espacio de deliberación política y económica del mundo (y por qué genera controversia). 

Retrieved August 2, 2020, from https://www.bbc.com/mundo/noticias-internacional-

48751686 

G20. (n.d.). Retrieved August 2, 2020, from https://g20.org/en/Pages/home.aspx 

BBC News. (2014, June). Economía - ¿Qué es el G-20 y por qué importa? Retrieved 

August 2, 2020, from 

https://www.bbc.com/mundo/lg/economia/2009/03/090317_1530_g20_mes 

 

  

https://www.bbc.com/mundo/noticias-internacional-48751686
https://www.bbc.com/mundo/noticias-internacional-48751686
https://g20.org/en/Pages/home.aspx
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3. Topic 1: Shifting from an oil-based industry to prevent future economic 

recessions 
 

i. History/Context 

 

The 19th Century was a period of change, innovation and industrialization. The discovery 

of oil provided a new source of fuel for many given activities. After the discovery of the 

spindletop geyser in 1901, the oil industry expanded very quickly; in one year alone, 

more than 1,500 oil companies were registered, and oil became the most important and 

dominant fuel of the 20th century. It quickly became an integral part of the worldwide 

economy. However, as oil production and refining increased, prices collapsed, which is 

still a very characteristic element of the oil industry.  

 

 
Figure #1: Spindletop geyser (History, 2009) 

 

The introduction of the light bulb and the creation of the electrical industry also boosted 

the sale of oil. There were over 18 million light bulbs in the United States alone, all being 

powered by oil fuelled power stations. The automobile industry had an enormous effect 

too, as nearly 23 million new cars were registered from 1900 to 1920.  Gasoline filling 

stations were created, and this was when the gasoline powered automobiles captured 

the market.  

 

 

 

 

 

 

 

 

 

Figure #2: Oil extraction (Muspratt, 2019) 
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The First World War was an important factor for petroleum worldwide; in Britain, the 

army had only about 850 motor vehicles when the country entered the war. By the end 

of the war, the British Army had 56,000 trucks, 36,000 cars and 34,000 motorcycles, and 

in one and a half years 15,000 planes were built. Oil started to gain advantage and 

started changing the way that nations perceived this natural resource.  

 

As the years passed oil increased in importance and became the most important source 

of energy and income for many countries. As a result of all the development of oil over 

the years, it is now an essential resource worldwide; because it is so important, the 

whole world is now affected by what happens to the production and price of this vital 

commodity. 

 

ii. Current Situation 

 

Oil is now one of the most important commodities in the world; its price tells us a lot 

about the world economy at any particular moment, and it can also allow us to know 

what might happen in the future. Oil supplies account for 33% of all energy worldwide 

and it is so important that the global demand is ever-growing. In 1990, 67 million barrels 

per day (b/d) were produced, in 2000 the number was 77 million b/d, and in 2014 it was 

91 million b/d. 

 

Oil is one of the most important commodities in the world. When transformed into 

petroleum, it is a key energy source used in vehicles, planes, heating, asphalt, and 

electricity. Apart from being a crucial energy source, petroleum is also used in the 

manufacture of plastics, paints, chemicals, tape and many other products. It's hard to 

imagine a world without oil. However, this huge dependence on oil, especially for some 

nations, is extremely risky. Oil-dependent economies vary widely, from some of the 

world's most economically developed nations to some of its least economically 

developed countries, but they all face common challenges when attempting to move 

away from such a heavy reliance on this natural resource.  

 

There are several risks to depending on oil in today's world. First of all, the oil industry 

has to handle price fluctuations due to the commodity price cycle, which they have very 

little control over. Moreover, in the long term there is a very strong tendency for the 

world to change to more sustainable sources of energy, which will probably reduce the 

demand for oil considerably.  

 
Given that the automobile industry and other large industries have used combustion 

engines for centuries to work, most, if not all countries around the world have also 
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implemented the practice of using machinery and motors which require large amounts 

of oil to work. Because of this, it’s impossible to think of a current industry which doesn’t 

use some kind of lubricant oil. For this to even be a possibility, years of research and 

development of new technologies are needed in order to relieve the dependence the 

world has on oil-based products. 

 

As with any other commodity, oil price is determined by the market. This means that it’s 

price can have very strong fluctuations that are determined by a huge variety of factors, 

caused by supply and demand. Supply and demand varies depending on how much oil 

is being extracted by the producing countries (supply) and the demand for this oil from 

consumer countries. Countries that depend largely on oil, either as a supplier or a 

consumer, are at risk due to these variables. For instance, in March 2020, oil prices fell 

dramatically, leaving the WTI oil price in negative value. West Texas Intermediate (WTI) 

crude oil is a specific grade of crude oil and one of the main three benchmarks in oil 

pricing, along with Brent and Dubai Crude. WTI is known as a light sweet oil because it 

contains 0.24% sulphur, making it "sweet," and has a low density, making it "light." This 

happened as a consequence of the COVID-19 pandemic; the demand for oil decreased 

dramatically as there were few vehicles and factories in operation during periods of 

lockdown in countries around the world. Additionally, oil supply also changed because 

Saudi Arabia increased their oil production drastically due to a price war with Russia, 

leading to a further decrease in oil prices worldwide. This basically meant that there was 

so much oil that nobody wanted to buy, it was cheaper to give it away for free than to 

store it. 

 

While oil prices have recovered from recent lows due to the COVID-19 crisis, and the 

medium-term outlook suggests that the supply-demand balance will stabilize, demand 

is likely to face downward pressure over the long term. Although oil is likely to remain 

the largest energy source overall, the share of hydroelectric power in final energy 

demand rose from 13% in 1990 to 18% in 2012 and the IEA expected to peak in 2020 

and then decline. The International Electricity Agency is an autonomous 

intergovernmental organization established in 1974 in the wake of the 1973 oil crisis 

dedicated to responding to physical disruptions in the supply of oil, as well as serving as 

an information source on statistics about the international oil market and other energy 

sectors. Although experts do not expect alternative sources to supplant oil and gas in 

the next 20 years, long term trends suggest that demand for oil will face downward 

pressure. Furthermore, as with any other natural resource, oil is finite and therefore oil 

reserves will not last forever. Actually, in some oil-producing countries there is only oil 

left for a few more years.  

 

https://www.investopedia.com/terms/c/crude-oil.asp
https://en.wikipedia.org/wiki/Intergovernmental_organization
https://en.wikipedia.org/wiki/Intergovernmental_organization
https://en.wikipedia.org/wiki/1973_oil_crisis
https://en.wikipedia.org/wiki/Petroleum
https://en.wikipedia.org/wiki/Petroleum_industry
https://en.wikipedia.org/wiki/Energy_sector
https://en.wikipedia.org/wiki/Energy_sector
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According to market research by IBISWorld, a leading business intelligence firm, the total 

revenues for the oil and gas drilling sector came to approximately US$3.3 trillion in 2019. 

With 2019 global GDP estimated to be $86 trillion, the oil and gas drilling sector alone 

makes up around 3.8% of the global economy. Even though it is estimated that the world 

has about 47 years of oil left, countries such as Colombia, which also rely heavily on oil 

revenues, only have about 4-5 years of reserves left as of 2019. 

 

Current large industries of the world that specialize in the refinement of raw petroleum 

will be heavily affected by lower outputs of oil due to the fact that this is the principal 

material they work with. In the case of Colombia as a country it will be very harmful for 

the industry because until this day it still is the largest and most profitable industry 

Colombia possesses. For example, Ecopetrol is a company that exclusively dedicates 

itself to the exploitation and refinement of raw petroleum. 

 

This is not only happening in Colombia. The world has been consuming an equivalent of 

over 11 billion tonnes per year, crude oil reserves are vanishing at a rate of more than 4 

billion tonnes a year.  Many oil wells have already peaked and new wells are becoming 

more difficult to find. Another 1,000 billion barrels of proved and probable reserves 

remain to be recovered. There are 1.65 trillion barrels of proven oil reserves in the world 

as of 2016. The world has proven reserves equivalent to 46.6 times its annual 

consumption levels. This means it has about 47 years of oil left which is critical 

considering that this is currently the source of approximately 40% of the world’s energy 

and 96% of its transportation energy. 

 

The huge amount of risk that relying on oil currently represents for any nation is the 

reason why it is extremely important for the world to find alternatives to shift from an 

oil-based economy worldwide. Currently, there are various options available to do this 

such as electric motors, sustainable energies and synthetic oils but the world needs to 

shift towards this at a faster speed in order to avoid a global economic crisis in years to 

come. 

 

iii. Key points of the debate 

● Consequences of an oil based economy 

● Risks of oil price fluctuations especially for developing countries 

● Possible alternatives for oil 

● Ways of boosting a shift from an oil based economy 
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iv. Participating Organisms 

● Organization of the Petroleum Exporting Countries (OPEC) 

● Exxon, Royal Dutch Shell, Chevron, China Petroleum & Chemical Corp 

● World Bank 

 

v. Guiding Questions 

1. Is your nation economically dependent on oil? What percentage of your 

nation's energy comes from oil? 

2. For oil-producing countries: How much of your nation's GDP comes from 

oil, if any? How many reserves does it have? Is your nation part of OPEC? 

3. For non-oil-producing countries: How much does your nation spend on 

oil imports?  Where does it buy its oil from? 

4. What is your nation doing to shift from an oil-based economy or from its 

dependence on oil, if anything? 

5. How was your nation affected by this year's oil price drop? 

6. What are the difficulties of shifting away from an oil based economy? 
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4. Topic 2: Debt accumulation among emerging markets and developing 

economies  

 
i. History/Context 

Glossary 

Arrears: money that is owed and should already have been paid 

Bailout: the act of helping a person or organization that is in difficulty, usually by giving 

or giving or lending money 

Central Bank: a bank that provides services to a national government, puts the official 

financial plans of that government into operation, and controls the amount of money in 

the economy 

Debt renegotiation/restructure: the process of paying a debt over a longer period of 

time than originally agreed, or paying back less than the original debt. 

Debt wave/accumulation: Debt build-ups where many countries simultaneously saw 

sharp increases in debt. 

Deficit: the total amount by which money spent is more than money received. 

Devaluation: the action of reducing the rate at which money can be exchanged for 

foreign money. 

Developed economy: A developed economy is typically characteristic of a developed 

country with a relatively high level of economic growth and security. 

Domestic debt: Internal debt or domestic debt is the part of the total government debt 

in a country that is owed to lenders within the country. 

Economic recession: a period when the economy of a country is not successful and 

conditions for business are bad. 

Emerging economy: the economy of a developing nation that is becoming more engaged 

with global markets as it grows. 

Financial and market liberalization: the removal of government intervention from 

financial markets. 

GDP: Gross domestic product - the total value of goods and services produced by a 

country in a year. 

IMF: International Monetary  Fund - a part of the United Nations that encourages 

international trade and gives financial help to developing countries. 
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Inflation: a general, continuous increase in prices of an economy. 

Interest rate: the interest percent that a bank or other financial company charges you 

when you borrow money, or the interest percent it pays you when you keep money in an 

account. 

Per-capita income: Per capita income for a nation is calculated by dividing the country's 

national income by its population. 

Public borrowing: the total amount that a government borrows, or the act of borrowing 

this money. 

World Bank: an international organization that was formed in 1945 to help economic 

development, especially in poorer countries. 

 

How do governments borrow money? 

Just like households, if you spend more than you earn, somebody has to lend you the 

money in order to fulfil your spending commitments. People often tend to believe that 

governments can just print more money, but it doesn't really work like that. This money 

is needed whenever the government spends more on things such as public health or 

education, than it receives from taxes, creating a fiscal or budget deficit. When both 

governments from developed and developing nations have a fiscal/budget deficit, they 

need to find the money to cover it, and they have 3 different borrowing options to find 

this money.  

The first of these is to borrow it from their central bank, which is the one that prints and 

releases the country's money into the economy. This is called monetizing the deficit 

because, instead of borrowing from the markets, they borrow from the central bank, 

creating new money in the process. However, this is not allowed in all countries, and it 

is not ideal, as it forces the money supply to expand and this usually creates 

hyperinflation. This happens because there is more money flowing around in the 

economy, which will cause prices to increase at an accelerated rate. This causes living 

expenses to increase and currency to devalue. 

The second alternative for borrowing money as a government is to borrow from foreign 

banks, governments or multilateral institutions such as the World Bank or the IMF. In 

these, you can obtain a loan in a different currency from your own, which can also be 

quite risky because exchange rates vary. For example, if Mexico borrows a certain 

amount of US dollars to finance its deficit, and then the Mexican peso devalues (which 

means that the dollar goes up in value against the Mexican peso), suddenly, Mexico’s 

debt has gone up in terms of what it can pay in its national currency. 

https://dictionary.cambridge.org/dictionary/english/general
https://dictionary.cambridge.org/dictionary/english/general
https://dictionary.cambridge.org/dictionary/english/continuous
https://dictionary.cambridge.org/dictionary/english/continuous
https://dictionary.cambridge.org/dictionary/english/increase
https://dictionary.cambridge.org/dictionary/english/increase
https://dictionary.cambridge.org/dictionary/english/price
https://dictionary.cambridge.org/dictionary/english/price
https://dictionary.cambridge.org/dictionary/english/interest
https://dictionary.cambridge.org/dictionary/english/interest
https://dictionary.cambridge.org/dictionary/english/percent
https://dictionary.cambridge.org/dictionary/english/percent
https://dictionary.cambridge.org/dictionary/english/bank
https://dictionary.cambridge.org/dictionary/english/bank
https://dictionary.cambridge.org/dictionary/english/finance
https://dictionary.cambridge.org/dictionary/english/finance
https://dictionary.cambridge.org/dictionary/english/company
https://dictionary.cambridge.org/dictionary/english/company
https://dictionary.cambridge.org/dictionary/english/charge
https://dictionary.cambridge.org/dictionary/english/charge
https://dictionary.cambridge.org/dictionary/english/borrow
https://dictionary.cambridge.org/dictionary/english/borrow
https://dictionary.cambridge.org/dictionary/english/money
https://dictionary.cambridge.org/dictionary/english/money
https://dictionary.cambridge.org/dictionary/english/interest
https://dictionary.cambridge.org/dictionary/english/interest
https://dictionary.cambridge.org/dictionary/english/percent
https://dictionary.cambridge.org/dictionary/english/percent
https://dictionary.cambridge.org/dictionary/english/pay
https://dictionary.cambridge.org/dictionary/english/pay
https://dictionary.cambridge.org/dictionary/english/keep
https://dictionary.cambridge.org/dictionary/english/keep
https://dictionary.cambridge.org/dictionary/english/money
https://dictionary.cambridge.org/dictionary/english/money
https://dictionary.cambridge.org/dictionary/english/account
https://dictionary.cambridge.org/dictionary/english/account
https://dictionary.cambridge.org/dictionary/english/account
https://dictionary.cambridge.org/dictionary/english/total
https://dictionary.cambridge.org/dictionary/english/total
https://dictionary.cambridge.org/dictionary/english/amount
https://dictionary.cambridge.org/dictionary/english/amount
https://dictionary.cambridge.org/dictionary/english/government
https://dictionary.cambridge.org/dictionary/english/government
https://dictionary.cambridge.org/dictionary/english/borrow
https://dictionary.cambridge.org/dictionary/english/borrow
https://dictionary.cambridge.org/dictionary/english/act
https://dictionary.cambridge.org/dictionary/english/act
https://dictionary.cambridge.org/dictionary/english/borrow
https://dictionary.cambridge.org/dictionary/english/borrow
https://dictionary.cambridge.org/dictionary/english/money
https://dictionary.cambridge.org/dictionary/english/money
https://dictionary.cambridge.org/dictionary/english/international
https://dictionary.cambridge.org/dictionary/english/international
https://dictionary.cambridge.org/dictionary/english/organization
https://dictionary.cambridge.org/dictionary/english/organization
https://dictionary.cambridge.org/dictionary/english/form
https://dictionary.cambridge.org/dictionary/english/form
https://dictionary.cambridge.org/dictionary/english/help
https://dictionary.cambridge.org/dictionary/english/help
https://dictionary.cambridge.org/dictionary/english/economic
https://dictionary.cambridge.org/dictionary/english/economic
https://dictionary.cambridge.org/dictionary/english/development
https://dictionary.cambridge.org/dictionary/english/development
https://dictionary.cambridge.org/dictionary/english/development
https://dictionary.cambridge.org/dictionary/english/especially
https://dictionary.cambridge.org/dictionary/english/especially
https://dictionary.cambridge.org/dictionary/english/poor
https://dictionary.cambridge.org/dictionary/english/poor
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/country


 
 
 

 
 
 

G20 

Finally, the third option, which is often considered the best, and is usually the one used 

by developed countries, is to borrow in your own currency by issuing government bonds. 

This is domestic debt that the country acquires, and it means that the government owes 

whoever buys that bond, which will be paid back in an established period of time, which 

can vary from 30 days to 30 years. 

Debt accumulation has been a recurrent issue of the global economy for the past fifty 

years, both for developed and emerging economies. During this period of time there 

have been four debt waves, the first three ending in a serious financial crisis for many 

nations around the globe, especially in emerging and developing economies (EMDE). 

The first crisis began building up between 1970 and 1980, and finally exploded in 1982 

when several Latin American and Caribbean countries (LAC), among other EMDE nations 

fell into arrears on their debt payments. In total, 40 countries fell into arrears, being 

unable to pay the monetary resources they had borrowed, and 27 of those had to 

restructure their debts. Of those 40 countries, 16 were from the LAC area. This was 

caused by a combination of both high interest rates as well as by the fast-growing loan 

market.  

The second wave, which is known as The East Asian financial crisis, occurred between 

1990 and 2001. This time, due to financial and market liberalization, countries were now 

able to borrow heavily on foreign currencies. However, as their own currencies devalued 

for multiple reasons, foreign debt was harder to pay, resulting in debt renegotiations 

and bailouts.  

The third wave occurred between 2002 and 2009, as a result of the steep increase in 

borrowing by EMDEs from banks chartered mainly in the United States and the 

European Union. However, as most of those banks were affected by the financial crisis 

between 2007 and 2009, a severe reduction of lending occurred which led to economic 

downturns in the economies which were in need of these lending in order to grow or 

pay their deficits. Several countries fell into recession again. 

(To have a better understanding of the 2007-2009 financial crisis you can take a look at 

the following links: 

https://www.investopedia.com/articles/economics/09/financial-crisis-review.asp 

https://academy.binance.com/en/articles/the-2008-financial-crisis-explained 

 

ii. Current Situation 

The world is currently facing the largest, fastest, and most broad-based wave of debt 

accumulation among emerging and developing economies in the last 50 years. The total 

debt among these economies climbed to about 170% of GDP (1.7 times its GDP) in 2018 

from 115% of GDP in 2010. A study by the World Bank found that countries whose debt-

https://www.investopedia.com/articles/economics/09/financial-crisis-review.asp
https://academy.binance.com/en/articles/the-2008-financial-crisis-explained
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to-GDP ratios exceeds 77% for prolonged periods, experience significant slowdowns in 

economic growth. Pointedly: every percentage point of debt above this level costs 

countries 1.7% in economic growth. This phenomenon is even more pronounced in 

emerging markets, where each additional percentage point of debt over 64%, annually 

slows growth by 2%. Debt has also surged among low-income countries after a sharp 

drop over 2000-2010. Additionally, the COVID-19 crisis is expected to worsen this 

already existing situation, as these developing countries have been taking large loans in 

order to face the pandemic. 

 

Figure #1: Debt has reached a record-high (170% of GDP) (Nagle, 2020) 

 

Public borrowing can be beneficial and contribute to economic development, if used to 

finance growth-enhancing investments, such as in infrastructure, health care, and 

education, whilst debt accumulation can also be appropriate in economic crises as a way 

to stabilize economic activity. Long term returns, including higher per capita incomes, 

can be used to pay the debt over future years. However, historically, waves of debt 

accumulation have had very negative impacts such as: the financial crisis in the late 

1990s; the need for major debt relief in the 2000s; and the global financial crisis in 2008-

2009.  Over the past fifty years, there have been four historical waves of debt 

accumulation:  1970-89, 1990-2001, 2002-09, and since 2010. The latest wave, which 

started in 2010, has been the largest, fastest and most broad-based increase of the four 

as shown in the graph below: 

https://twitter.com/intent/tweet?text=Over+the+past+fifty+years%2C+there+have+been+four+historical+waves+of+debt+accumulation%3A&url=https://blogs.worldbank.org/voices/why-recent-debt-buildup-concern-four-charts/?cid=EXT_WBBlogTweetableShare_D_EXT&via=worldbank
https://twitter.com/intent/tweet?text=Over+the+past+fifty+years%2C+there+have+been+four+historical+waves+of+debt+accumulation%3A&url=https://blogs.worldbank.org/voices/why-recent-debt-buildup-concern-four-charts/?cid=EXT_WBBlogTweetableShare_D_EXT&via=worldbank
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Figure #2: Post-crisis debt accumulation has been exceptionally rapid (Nagle, 2020) 

 

This means that governments need to take steps to minimize risks associated with debt 

build ups. Additionally, debt accumulation has other risks and negative effects, 

especially on developing countries such as: 

 Developing countries are exposed to higher market interest rates 

 Debt interest payments may become unsustainable 

 Developing countries have high currency risk because if the value of their 

currency depreciates, the real value of the debt expressed in dollars or euros 

becomes higher 

 Political dishonesty in these countries often causes long term growth returns 

from infrastructure projects to be well below what was predicted 

 High rates of debt are also an incentive for highly indebted countries to inflate 

their way out of debt, as inflation is a way of cutting the real value of debt. This 

happens because with inflation prices go up which means that the real value of 

the debt decreases. A country may also announce a default on the debt 

(Argentina or Mozambique, who recently defaulted the Euro bond). However, 

default makes it very difficult for countries to receive a loan in the future, 

because they are not trustworthy, and this has negative consequences for 

development in that country. 

Furthermore, in the long term, such high rates of debt accumulation can have a very 

negative impact in these countries. First of all, it can lead to smaller per capita income 

and an increased economic gap between developed and developing nations. A higher 

percentage of a government’s budget has to be allocated to pay the debt, which reduces 

the budget for other areas such as education or health. It also increases the risk of future 
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economic recessions, such as the one of 2008, affecting the economy world-wide and 

increasing the risk of countries announcing default on their foreign debt.  

A clear example of a situation that shows the risks of this debt accumulation in 

developing countries is the case of Zambia. In 2018, Zambia had an external debt of 74% 

of its GDP with annual debt interest payments of 3%. This was almost impossible to pay 

because the country's growth per year was 4%, which is already very small for a 

developing country. This will also slow down Zambia's growth, as most of the revenue it 

generates has to be used to pay the external debt. 

 

iii. Key points of the debate 

 

 Long and short-term repercussions of high rates of debt accumulation among 

developing and emerging countries 

 Ways of preventing such high rates of debt accumulation in developing countries 

 Recent tendency of growth in external debt in developing countries 

 Should developing countries have different/more flexibility with debt payment 

 The role of more economically developed countries and international organisms 

contribute in solving this issue 

 Should there be more regulation of loans to ensure that they will be used 

effectively and paid properly? 

 

iv. Participating Organisms 

● World Bank 

● OECD 

 

v. Guiding Questions 

1. Is your country a developed or developing country? 

2. What is your country’s current external debt? What percentage of its GDP 

is it? 

3. Is your country’s debt high compared to other countries? 

4. What is your country’s credit score according to the world bank? 

5. Has your country ever declared itself in default? 

○ If your previous answer was yes, what were the consequences of 

this? 

6. Has your country’s external debt increased drastically in the past years? 

7. What percentage of your country’s GDP is destined to pay external debt 

every year? 
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