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Creditors of countries in the

Global South

Who bears political responsibility for debt cancellation?

by Malina Stutz

India and particularly China are among the
most important creditor states and therefore
play a crucial role in resolving debt distress
problems in individual countries. However,
private creditors within the responsibility of
Western states as well as multilateral financial
institutions, in which Western countries hold
the majority of voting rights, continue to hold
the lion’s share of claims against countries of
the Global South. Hence, Western countries
still bear most of the political responsibility
for successful debt restructerings and the par-
ticipation of private and multilateral creditors.

The external debt burden of countries in the
Global South is verging on crisis, with many
countries struggling to pay their debts. Thus,
the question who has political responsibility
for managing debt crises becomes more and
more pressing. Who has to take action when
sweeping debt cancellations are necessary?
Answering this question is much more com-
plex today than it was 25 years ago, when
the last multilateral debt relief initiative was
launched." This is not least due to the credi-
tor landscape being much more fragmented
today than in the early 2000s. Besides the tra-
ditional bilateral and multilateral creditors,
private bondholders, new multilateral actors
and countries such as China also play an im-
portant role today.

The multifaceted creditor structure compli-
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cates coordinated solutions and raises ques-
tions as to the distribution of political res-
ponsibility.

The first part of this article gives an overview
of the current creditor structure for countries
in the Global South. The second part addres-
ses the question as to which states are par-
ticularly responsible for ensuring the partici-
pation of the different creditors in sweeping
debt cancellations.

1.1. Private creditors

As in previous years, the 2025 analysis shows
that on an aggregated level, private creditors
continue to be the most important creditor
group for countries of the Global South by far.
Investment funds, banks, insurance compa-
nies and other private actors like commodity
companies hold about 60% of all outstanding
claims against the 130 countries of the Global
South surveyed in this Global Sovereign Debt
Monitor.? Most of these claims have been is-
sued in the form of government bonds (see
Figure 1a).

The unequal geographical distribution has
also remained unchanged since last year.
Private lending is concentrated on compa-



rably few high- and upper middle-income
countries.®> In low- and lower middle-inco-
me countries, the proportion is significantly
lower (see Figures 1b and 1c in comparison).
Here, private creditors are reluctant to take
the risk.

The relatively low presence of private credi-
tors in low-income countries is also linked to the
lack of developed secondary markets for their
bonds - an issue many countries are unlikely to
overcome due to the small size of their national
economies. Orienting development finance to-
wards private profit interests thus contributes
to the poorest countries' lack of access to finan-
cing sources and reinforces existing inequalities.

Avery different picture emerges, however, when
looking at the number of countries affected ins-
tead of the total claims volume. In only 35 coun-
tries - about one quarter of countries for which
data is available - private creditors are the do-
minant creditor group compared to multilateral
and official bilateral creditors (see Table 2 (on-
line)).

Out of these countries, 14 are very heavily bur-
dened according to the analysis of this Global
Sovereign Debt Monitor (see ‘Global external
debt burden’, from p. 8).% In the case of six coun-
tries in this group - Angola, Dominican Republic,
Ghana, Jamaica, Lebanon and Montenegro - pri-
vate creditors even hold more than 50% of out-
standing claims (see Figure 3, p. 30). For these
countries in particular, it is crucial to ensure full
participation of private creditors in debt cancel-
lations.

In Lebanon, more than 90% of outstanding
claims are held by private creditors in the form
of government bonds. Since 2020, the country
has suspended payments on these bonds. Le-
banon is undergoing a prolonged economic cri-
sis which has been further exacerbated by the
war between the Israeli army and Hezbollah.
Long before the financial collapse, Lebanese and
international civil society actors warned that
the extreme dependence on capital inflows, the
power concentration in the banking sector and
an economic policy oriented towards financiali-
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Fig. 1: Different creditor groups’ share
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sation will lead the country to a social and eco-
nomic impasse.’ In March 2025, Lebanon filed an
application for a new financing programme with
the International Monetary Fund (IMF).6
However, the associated economic and fiscal
conditions are likely to result in the continua-
tion of neoliberal reforms and solutions based
on the financial market, as is common in com-
parable cases. This bears the risk of reinforcing
the structural causes of the crisis instead of
overcoming them.

In Ghana, the high proportion of bond claims
continues to have a major impact even after
the debt restructuring with bondholders com-
pleted in 2024. Private bondholders still hold
claims amounting to roughly USD 14 billion,
equalling approximately 42% of the country’s
total outstanding debt. A new restructuring
of these bonds appears unlikely, even though
the country’s burden remains very heavy (see
also ‘New solutions - old habits?’, from p. 32).
Private claims in the form of bank loans have
not yet been restructured. The lion’s share
of these loans, amounting to about USD 767
million, is held by institutions based in Ger-
many.’

Angola is a special case in terms of the com-
position of private creditors. In most coun-
tries, outstanding government bonds account
for the large share of private creditors in the
total debt burden. In the case of Angola, ho-
wever, it is primarily outstanding claims from
bank loans that contribute to this. The bulk of
these loans is attributable to Chinese banks
that hold claims amounting to roughly USD
14.6 billion and will raise repayment claims
amounting to about USD 11 billion in the next
three years according to World Bank data. Ho-
wever, banks and other private creditors from
other countries also hold claims of relevant
amounts, for instance from the UK (USD 3.9
billion), Israel (USD 2.6 billion), the Nether-
lands (USD 703 million) and Germany (USD 619
million).

Most of the Chinese claims are likely to be
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claims held by the China Development Bank
(CDB). Due to the high repayment obligations,
Angola and the CDB have repeatedly conclu-
ded bilateral debt restructuring agreements
over the past years. The provisions of these
agreements, however, are not public, making
it hard to ascertain whether and how China
uses them to extend its influence in Angola.

China’s political interference with heavily in-
debted countries like Angola has long been a
subject of intensive discussions; just like the
question as to whether the CDB is to be ca-
tegorised as an official or private institution.
While Western creditors consider the bank to
be state-owned, China classifies its claims
as being private. The difference is more than
just a formality. In debt restructuring nego-
tiations, Western countries regularly call for
equal participation of all creditor groups. In
practice, however, they have repeatedly ac-
cepted that private creditors such as Western
banks or funds do not participate to the same
extent.®

This selective treatment of private claims not
only undermines the principle of equal bur-
den sharing but also reveals the contradic-
tions in debt policies that prioritise political
power interests over the effectiveness of mul-
tilateral solutions.

1.2. Multilateral creditors

Multilateral financial institutions such as the
IMF, the World Bank and other development
banks and funds represent the second-lar-
gest creditor group at the aggregated le-
vel. They hold about 29% of the total claims
against countries of the Global South (see
Figure 1a). Multilateral claims have a parti-
cularly great impact in low- and lower midd-
le-income countries (see Figures 1b and 1c in
comparison).

In 73 countries, representing 56% of those
countries for which data is available, multi-
lateral creditors are the most important cre-
ditor group, surpassing both bilateral and
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private creditors. In 62 countries, multilateral
creditors even hold more than half of the to-
tal outstanding claims (see Table 2 (online)).
This group includes 18 countries with very
heavy debt burdens. This is problematic,
as Western countries in particular insist on
excluding multilateral claims from debt res-
tructurings. A sustainable solution therefore
seems impossible in some countries, whilst
requiring significantly stronger participation
of the other creditors, who also want to grant
only limited concessions, in other countries.

A particularly striking example is Kenya, whe-
re a sustainable solution to the debt crisis
has been delayed for years - despite heavy
protests by civil society - by the continued
reliance on IMF loans (see ‘New solutions -
old habits?’, from p. 32).

1.3. Official bilateral creditors

As in last year’s analysis, claims held by offi-
cial bilateral creditors - for example, by coun-
tries such as Germany, China or Japan - have
a relatively low share at around 13% in all
outstanding claims (see Figure 1a). However,
they constitute the largest creditor group in
22 countries. Among them are nine countries
whose national budgets are very heavily bur-
dened according to our analysis (see Figure 3).

In three of these very heavily burdened coun-
tries, more than half of all outstanding debt can
be attributed to individual creditor states, ma-
king the debtor nations particularly dependent
on them. In Bhutan, the most important credi-
tor is India, which holds about 66% of all claims,
while China holds roughly 50% of claims in Laos
and Djibouti.

Laos already had to suspend part of its repay-
ments to China and is currently negotiating a res-
tructuring of its debt. According to media reports,
the two countries might also discuss a debt-for-
equity swap.® As early as 2021, the Chinese com-
pany China Southern Power Grid became the
majority shareholder of Laos’ state-owned elec-
tricity company Electricité du Laos.

Djibouti as well has had to suspend repay-
ments due to its heavy debt burden and has
negotiated debt restructurings in recent ye-
ars, especially with the Export-Import Bank of
China (China Eximbank). The moratorium with
the China Eximbank negotiated back in Octo-
ber 2023 reduces the country’s debt repay-
ment burden until 2027. According to the IMF's
assessment, the impact of this agreement on
Djibouti’'s debt level will be limited, as only
short-term relief was granted and the coun-
try’s debt can be anticipated to continue on a
high level in the medium term. Djibouti is cur-
rently also negotiating with the Paris Club and
the Indian Export-Import Bank to find a solu-
tion to the debt burden. However, the country
has not yet applied for an IMF loan programme
as demanded by Paris Club member states pri-
or to formal debt restructuring negotiations.
This shows that it is not beneficial for the East
African country to adhere to the process es-
tablished by Western states — with the IMF as
a central actor — in order to resolve debt pro-
blems. This may be due, not least, to the fact
that the country cannot expect comprehensive
debt cancellation and thus no real long-term
relief from this process either.

Holding more than 20% of claims in Cameroon,
the Comoros, the Republic of the Congo, Gui-
nea, Maldives, Mongolia and Pakistan, China
also plays a key role in enabling the resolution
of debt distress issues in these very heavily
burdened countries (see Table 2 (online)).

In contrast, official bilateral claims held by
Western countries, including Germany, do not
play a relevant role in countries with very he-
avy debt burdens. In their case, influence and
dependencies are created more indirectly th-
rough multilateral financial institutions like
the IMF and the World Bank as well as through
private creditors based in Western countries.



GLOBAL SOVEREIGN DEBT MONITOR 2025

The previous section analysed which credi-
tors hold outstanding claims of countries in
the Global South. However, it should not be
left to the individual creditors whether and
under what conditions they participate in
debt cancellations in individual cases. What
is needed instead are binding regulations and
institutions that require all creditors to grant
debt cancellations at a level sufficient to en-
able sustainable economic recovery.

Such binding regulations should ideally be
developed by the international community
in an inclusive process. The 4th Internatio-
nal Conference on Financing for Development
(FfD4) in June 2025 provides a rare and wel-
come opportunity for this (see ‘2025 Jubilee
- oportunity of the decade’, from p. 40).

As long as there are no such binding multi-
lateral regulations, it is worthwhile to exami-
ne who currently has the power to effect the
cancellation of outstanding claims. First of

all, these are the creditors themselves: in the
case of official bilateral claims the respective
national governments or parliaments accor-
ding to the country’s political system. Where
outstanding claims are held by multilateral
and private creditors, the responsibility is
defined more broadly, because the member
states of multilateral institutions are ultima-
tely responsible for their policies. Moreover,
in terms of private creditors, it is the coun-
tries in which they are based, or according to
whose laws claims were issued, that have the
regulatory and legal capacity to secure a co-
operative and equal participation of private
creditors in debt cancellations. These coun-
tries thus bear political responsibility for fully
leveraging such possibilities.

Thus, in the case of both multilateral insti-
tutions and private actors, the responsibi-
lity for involving these actors in sufficiently
comprehensive debt cancellations can be at-
tributed to the governments and legislators
of the respective countries. To analyse such
an extended political responsibility, the out-
standing claims of bilateral, multilateral and

Fig. 2a: Outstanding claims by (directly or indirect- Fig. 2b: Outstanding claims by (directly or indirect-
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26



CREDITORS OF COUNTRIES
IN THE GLOBAL SOUTH

Box 1: Political responsibility

Outstanding claims held by official bilateral creditor states are assigned

in full to the respective creditor state.

Multilateral claims are assigned to the member states of each of the

multilateral institutions according to their respective voting rights.

The country where a private creditor is located is assigned political res-

ponsibility for ensuring the restructuring and cancellation of claims from

those private creditors.”

The political responsibility for ensuring the restructuring and cancellati-

on of bond claims is assigned to the country according to whose laws the

bonds were issued.”?

private creditors were attributed to the res-
ponsibility of individual (groups of) countries
(see Box 1).

The results show that about 67% of claims
against all 130 countries of the Global South
that were assessed and about 60% of claims
against the 73 heavily or very heavily burde-
ned countries can be directly or indirectly as-
signed to the G7 and EU states (see Figure 2).

The responsibility of G7 and EU states is par-
ticularly high in 20 out of the 46 countries
classified as very heavily burdened. In these
countries, they are responsible for more than
half of the outstanding claims (see Table 2
(online)).

In countries such as Senegal, Kenya or Tuni-
sia, the primary responsibility lies with the
large share of multilateral claims (e.g. held
by the World Bank, the IMF or the African De-
velopment Bank (AfDB)), whose policies are
substantially determined by Western coun-
tries. In the IMF and the World Bank, the G7
and EU member states together hold more
than half of the voting rights. In the AfDB,
their joint voting rights amount to well over
34%. At the same time, Western countries ad-
vocate for excluding these multilateral cre-
ditor institutions from debt restructurings
and applying preferential treatment to their

claims. The creditworthiness of multilateral
institutions is one reason popularly invoked
to justify this preferred status — especially in
the currently tense geopolitical situation in
which multilateral institutions have increa-
singly come under pressure and are experien-
cing financing problems. In reality, however,
this practice weakens an inclusive multila-
teral system. Most recently during the IMF /
World Bank Spring Meetings, countries of the
Global South repeatedly voiced their expec-
tation that multilateral creditors will also be
more involved in debt restructuring negotia-
tions in future.”

In countries such as Lebanon, the Dominican
Republic or Ghana, responsibility is primarily
assigned to G7 and EU states because the li-
on’s share of outstanding claims against the-
se countries is held by private bondholders
whose bonds were issued under British law
or under the law of the State of New York.
Appropriate legislation — in particular in New
York and the UK - is needed to ensure partici-
pation of these private bondholders in com-
prehensive debt cancellation. Passing “safe
harbour laws” would also have a supportive
effect in Germany and other jurisdictions to
ensure participation of private creditors and
enable a sustainable resolution of debt cri-
ses.
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Conclusion

The analysis of the current creditor landscape
and political responsibilities shows that, despite
the increasing diversification of the credit struc-
ture, Western countries — notably the G7 and EU
states - continue to hold the key political and
regulatory levers to enable comprehensive debt
cancellations. They thus have a special respon-
sibility to resolutely use their opportunities to
enable fair and sustainable solutions.

To this end, the new German Federal Government
should use Germany'’s political leverage in Inter-
national Financial Institutions and multilateral
negotiations. One key factor is national legisla-
tion. With safe harbour legislation, the German
Federal Government can prevent private credi-
tors from making use of German courts to avoid
multilateral restructuring agreements. During
the last legislative period, such legislation was
already examined. The process should now be ta-
ken up again swiftly, so that the legislation could
ideally already be adopted within the first year of
the new government.

In their coalition agreement, the Social De-
mocratic Party (SPD), Christian Democratic Union
(CDU) and Christian Social Union (CSU) have com-
mitted themselves to advocacy for effective ma-
nagement of sovereign debt crises involving all
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creditors.” It is now important to reinforce this
intention with appropriate legislation.

At the same time, 2025 offers the historic oppor-
tunity to finally develop the international debt
architecture away from ad-hoc solutions to-
wards a binding, fair and rule-based system. In
the run-up to the 4th International Conference
on Financing for Development (FfD4), a number of
countries from the Global South are calling for a
comprehensive reform of the international debt
architecture and greater participation in shaping
future debt resolution mechanisms.

In the coalition agreement, SPD, CDU and CSU
confidently voice their foreign policy objectives:
‘We want to strengthen multilateral structures.
The United Nations continues to be the backbone
of the rule-based international order."® Propo-
sals from Global South countries aimed at struc-
turally overcoming the global debt crisis are on
the table. The new German Federal Government
should proactively support these proposals to
live up to its intentions. As a measure to regain
the trust of countries in the Global South lost in
recent years, this would be in Germany’s own fo-
reign policy interest.

At the FfD4 in Seville, the German Fe-
deral Government should support propo-
sals from Global South countries aimed
at structurally overcoming the global
debt crisis.
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Box 2: Remarks on Table 2 (additional online material)
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Table 2 (online), entitled 'Creditors and politically responsible groups of states for outstanding claims against coun-

tries of the Global South', provides the following information, and more, by country:

. which creditor groups (private, multilateral, bilateral) hold what percentage of outstanding claims,

. which of the official bilateral creditors is the most important creditor country and what percentage of outstan-

ding claims this country holds,

. the amount of official German claims and discrepancies between the World Bank’s reporting and the information

of the German Federal Ministry of Finance in the data on German claims,

. which group of countries bear political responsibility for what percentage of outstanding claims.

Available at: www.erlassjahr.de/gsdm2025

For a discussion of the multilateral debt relief initiatives of the late 1990s and
early 2000s see erlassjahr.de (2021): ‘Handbuch: Von Glaubigern und Schuldnern
— Informationen und Lésungsideen zur Schuldenkrise im Globalen Siiden’, p. 49
ff.

This article focuses exclusively on countries in the Global South, as the analysis
in the article ‘Global external debt burden’ indicates that these countries are

at particular risk of falling into an external debt crisis. For the definition of
countries of the Global South see Stutz (2023): ‘The global debt situation’, p.

9 in: erlassjahr.de; Misereor: ‘Global Sovereign Debt Monitor 2023". Out of 152
countries in the Global South whose external debt burden has been assessed in
this Global Sovereign Debt Monitor, we have had data on the composition of the
creditors for 130 countries. No data was available for the following countries:
Bahamas, Bahrain, Brunei Darussalam, Chile, Cuba, Equatorial Guinea, Eritrea,
Kiribati, Libya, Malaysia, Marshall Islands, Namibia, North Korea, Palestinian
territories, Panama, Russia, St Kitts and Nevis, South Korea, Trinidad and Tobago, ™
Tuvalu, United Arab Emirates, Uruguay, Venezuela.

We follow the World Bank’s categorisation of income levels. !

Angola, Congo, Cote D'lvoire, Dominican Republic, Egypt, Gabon, Ghana, Jamaica,
Jordan, Lebanon, Montenegro, Northern Macedonia, South Sudan, Zambia.

See, for example, Chaaban, ). (2017): ‘Stable, but Walking in the Dark’, Debt Justice
UK (09/03/2020): ‘Lebanon finally defaults, large write-down in debt needed’.

IMF (27/03/2025): ‘Press Briefing Transcript: Julie Kozack, Director Communica-
tions Department’.

Unfortunately, it is not easy for us to determine which (financial) institutions in
Germany are relevant. In order to overcome such transparency issues, erlassjahr.
de and Misereor have been calling for the introduction of a global debt registry
for years. See, for example, Jones, T. (2019): 'Licht ins Dunkel bringen! Mehr
Transparenz in der internationalen Kreditvergabe!, in: erlassjahr.de/Misereor B
(ed.): ‘Global Sovereign Debt Monitor 2019".

These double standards became particularly obvious in the framework of the 1
G20 DSSl initiative launched during the COVID-19 pandemic. While participation
of all official bilateral creditors was a binding requirement for a debt deferral,
private creditors were only called upon to make voluntary contributions. The

CDB suspended repayments. A similar participation of Western private creditors,
however, was not documented. !
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Peter, Z. (2024): ‘Hefty debt to China stokes soaring inflation in Laos’.

Voice of America (2021): ‘Laos Grants 25-Year Concession to Chinese Company to
Manage Power Grid'.

The lack of transparency in many cases prevents us from clearly identifying the
individual private commercial creditors. Thus, our analysis will use the World
Bank classification as a guide to assign political responsibility. The World Bank's
International Debt Statistics assign responsibility for claims from private banks
and other private creditors to specific creditor countries based on their principal
location.

The lack of transparency prevents us from understanding which country’s laws
governed the issuing of individual bonds (an estimated 97% were issued under
British or US law). Therefore, the responsibility for outstanding bond claims is

assigned in full to the G7 states. See IMF (2020): ‘The International Architecture

for resolving sovereign debt involving private-sector creditors - recent develop-
ments, challenges, and reform options, p. 22.

IMF (24/04/2025): ‘Press Briefing Transcript: Intergovernmental Group of Twen-
ty-Four (G24), Spring Meetings 2025'.

erlassjahr.de (06/05/2024): ‘Neue GIZ-Studie: Gesetzgebung muss Beteiligung pri-
vater Glaubiger bei Schuldenrestrukturierungen im Globalen Siiden sicherstel-

’

len’.

5 CDU, CSU, SPD (2025): ‘Verantwortung fiir Deutschland’, p. 134.

Ibid. p. 126, own translation.
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Fig. 3: Claims against heavily burdened countries by creditor group (in USD billion)

and by political responsibility*
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* See Box 10on p. 27 on assigning political responsibility for
30 outstanding claims to individual (groups of) state.
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Continued Fig. 3: Claims against heavily burdened countries by creditor group (in USD billion)

and by political responsibility*
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Source: Own presentation based on data from the World Bank's International Debt Statistics (2024) and
from IMF country reports and documents from national finance ministries and central banks.



