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1DEBT FOR LAND RESTORATION SWAPS

Executive summary

Land degradation is one of the most challenging environmental problems that the world is 
currently facing. Like climate change and biodiversity loss, the international community’s ability 
to address global land degradation and desertification is often hindered by the conundrum of 
having to channel a massive amount of funds into countries whose economies are already 
heavily indebted and overleveraged. The main objective of this report is to explore viable 
methods of financing land restoration using nature-based debt instruments, including debt 
swaps that provide debt service relief by channelling investments into land restoration.

Despite being key to climate change mitigation and biodiversity, land restoration suffers 
from an annual funding gap of USD 300 billion—leaving plenty of room for increased financial 
contributions from both public and private sectors. Should the financing become available, 
the case for investing in global land restoration is strong, with cross-cutting impacts that 
span a variety of sectors and provide widespread benefits, including the support of several 
Sustainable Development Goals. 

Efforts to combat the COVID-19 pandemic have exacerbated this situation, leading to heightened 
expenditure needs and mounting debt stock in a time of drastically reduced tax revenue and 
stunted economic growth. As a result, the imminent threats to the natural environment are 
now even more inseparable from the growing debt crisis, prompting the need for holistic and 
multidisciplinary solutions.

The international community has therefore been increasingly focused on finding comprehensive 
methods of addressing this issue, and multiple innovations have since emerged for addressing 
these crises in tandem through the international financial architecture. One such innovation is 
the scaling up of contingent debt swaps, also known as debt conversions. The environmental 
allocations from a swap can have a profound ecological impact, but until recently, they have 
been relatively small in terms of their fiscal impact. If engineered in a certain way, however, 
a swap transaction can potentially ease an unsustainable debt burden, paving the way for 
even more spending on green projects by relaxing budget constraints.

In order to support the mobilization of resources for combating land degradation and 
desertification, this report primarily focuses on the debt-for-land-restoration swap mechanism. 
In addition, the report also explores how other innovations in green finance could potentially 
be applied to land restoration. These innovations include both the established use-of-proceeds 
bond structure and the novel sustainability-linked bond concept. A solution featuring one or 
more of these structures should be tailored to each country’s individual situation with respect 
to both debt and land degradation. Effectively planned and implemented, these mechanisms 
can be applied to a broad range of scenarios to achieve a meaningful impact worldwide.

Photo by Sergio  Souza
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3DEBT FOR LAND RESTORATION SWAPS

The COVID-19 crisis is expected to undo years of 
economic and social progress and leave lasting 
 scars on many developing economies. In just a 
few months, a decade of per capita GDP growth 
was wiped out and the number of people living in 
extreme poverty shot up to 100 million in 2020.1 
High debt levels have constrained the ability of 
governments to support economic recovery and to 
make the necessary public investments, especially 
in low-income countries (LICs) with limited access 
to market financing. Meanwhile, the crisis exposed 
the wide-spread fragilities in the international system 
and reinforced the need to step up response to the 
looming climate and environmental crisis. Among 
these challenges is land degradation, which affects 
the well-being of at least 3.2 billion people, with steep 
economic costs of about 10 per cent of annual global 
GDP.2 Beyond the direct effects on the livelihoods 
of the local communities, land degradation also 
affects businesses all over the world as the depletion 
of the natural capital results in disruption of value 
chains and commodity supplies. Furthermore, land 
restoration directly supports and accelerates the 
attainment of multiple Sustainable Development 
Goals (SDGs), including ending poverty (SDG 1), 
zero hunger (SDG 2), gender equality (SDG 5), clean 
water and sanitation (SDG 6), affordable and clean 
energy (SDG 7) and climate action (SDG 13). Despite 
these benefits, land restoration and conservation 
suffer from an annual funding gap of USD 300 billion.3 
It is believed that currently almost 60 per cent of the 
financing for biodiversity conservation—which broadly 
includes land conservation—comes from domestic 
budget allocations, while official development 
assistance (ODA) and philanthropic contributions 
contribute only about 7 per cent combined.4

Predicaments like these have prompted the 
international community to explore innovative 

solutions for addressing the triple crisis of debt, 
climate and nature in a coordinated manner. 
Recent debt restructuring in Belize shows how 
environmental, social and governance (ESG) 
considerations can be incorporated into a debt 
restructuring. The Belize restructuring also 
reinvigorated interest in debt for nature swaps, which 
were more prolifically used in 1990s. Among other 
instruments, debt for nature swaps could help highly 
indebted countries create much-needed fiscal space 
for increased public spending in support of green 
economic recovery, such as land restoration and 
sustainable land management. Furthermore, they 
could help mobilize additional financial resources 
from bilateral and multilateral donors. In this way, 
they assist in scaling up financial resources for 
achieving long-term national and global environmental 
objectives, such as the United Nations Convention to 
Combat Desertification (UNCCD) Land Degradation 
Neutrality (LDN).   

This paper starts by giving a brief overview of the 
current economic outlook, including the financing 
gap in the LICs. The second section makes the 
case for land investment and reviews the relevant 
international frameworks and initiatives. The third 
section discusses the debt for nature swaps, reviews 
the mechanics of implementation, and introduces the 
relevant creditors. This section also discusses other 
nature-based financial instruments—such as use of 
proceeds bonds and sustainability-linked debt—that 
might appeal to some market-access countries. 
Appendix A includes background information on 
debt sustainability analysis and emergency relief 
from the World Bank and the International Monetary 
Fund (IMF). Appendix B reviews the G20 debt service 
suspension initiative (DSSI) and the G20 Common 
Framework. Finally, Appendix C includes a table with 
historical debt swap data from 1987 to the present.

1. Introduction and context of the study

1 Mahler, DG, Yonzan, N, Lakner, C and Aguilar, RAC. (2021) Updated estimates of the impact of Covid-19 on global poverty: Turning the corner on the 
pandemic in 2021? https://blogs.worldbank.org/opendata/updated-estimates-impact-covid-19-global-poverty-turning-corner-pandemic-2021

2 IPBES, (2018): The IPBES assessment report on land degradation and restoration. Montanarella, L., Scholes, R., and Brainich, A. (eds.). Secretariat 
of the Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES), Bonn, Germany.

3 World Resources Institute. (2017) “Roots of Prosperity: The Economics and Finance of Restoring Land.” Washington D.C.
4 Deutz, A., Heal, G. M., Niu, R., Swanson, E., Townshend, T., Zhu, L., Delmar, A., Meghji, A., Sethi, S.A., and Tobin de la Puente, J. (2020). Financing 

Nature: Closing the global biodiversity gap. The Paulson Institute, the Nature Conservancy, and the Cornell Atkinson Center for Sustainability.
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COVID-19 crisis and the 
current economic outlook  

The COVID-19 crisis tipped the world into a historic 
recession and triggered another surge in global 
debt, exacerbating the decade-long trend in debt 
accumulation—especially among the vulnerable 
LICs. In 2020, the average public debt levels reached 
almost 100 per cent of GDP as countries—especially 
advanced economies and China—stepped up 
public borrowing to finance USD 14 trillion in fiscal 
support measures in response to the dramatic fall 
in economic activity and revenues.5  The average 
fiscal deficit increased by almost 8 per cent in 
advanced economies, and by almost 5 per cent in 
emerging markets (EMs). In contrast, the average 
fiscal deficits in LICs increased by only a bit over 
1 per cent, revealing tighter financial conditions in 
these countries and already high debt vulnerabilities.6 
Overall, sovereign debt levels increased by 18 per cent 
in advanced economies, 10 per cent in EMs and 
6 per cent in LICs.7

In many EMs and LICs, collapsing commodities 
prices decimated export revenues and devalued 
currencies, contributing to rising external debt 
burdens. In 2020, the total external debt stock in 
LICs rose by 12 per cent to reach the record high
of USD 860 billion.8 Even prior to the COVID-19 crisis, 
the rapid rise in external debt levels in LICs was a 
cause for concern and 50 per cent of these countries 
were already at high risk or in debt distress by 2019 
before the pandemic shock. Since 2011, the number 
of LICs with a debt-to-export ratio above 250 per 
cent has quadrupled from 4 to 21 in 2020, reflecting 
the twin pressures of lower economic growth and 
decreased export revenues.9 It is believed that the 
external debt stocks in LICs are now two and a half 
times higher than they were at the start of 2010s.10

In the face of growing debt burdens, revenue growth 
in LICs has not kept up. Poor revenue growth has 
been a persistent issue in LICs in the last decade 
and the trend has only gotten worse since the onset 
of the COVID-19 pandemic.  While from 2010–2019, 
the gross public debt to GDP levels rose by over 
15 per cent in a group of 63 LICs, revenues decreased 
by 1.7 per cent.11 Additionally, increased reliance 
on private debt contracted at commercial interest 
rates has contributed to an increasing share of 
revenues being directed towards debt-service 
payments even before the onset of the pandemic. 
According to recent analysis by UNDP, total debt 
service payments (interest and principal) on 
external debt amount to 20 per cent or more of 
revenues for 18 LICs over the period 2019–2025—
indicating a probable breach of the liquidity threshold, 
which the IMF-World Bank Debt Sustainability 
Framework sets at 18% for LICs with medium 
debt-carrying capacity (see Appendix A).12  

With the further decreases in government revenues 
caused by the global recession induced by COVID-19, 
some countries have faced the difficult ethical 
dilemma of either servicing their debt obligations 
or financing essential health and social spending. 
In one fifth of LICs and EMs, debt service payments 
have outweighed government expenditures on 
education, health and social protection, combined.13

Weaker external demand and a deepening of the 
economic impact of the COVID-19 pandemic have 
further deteriorated growth prospects and worsened 
external and financial positions. After 25 years of 
sustained economic expansion, Sub-Saharan Africa 
entered recession in 2020. In addition to rising debt 
vulnerabilities, total capital inflows into LICs dropped 
by 13 per cent—reflecting weaker private capital 
flows and lower remittances—and access to market 
financing remained limited throughout most of 2020.14

5 Gaspar, V, Medas, P and Perrelli, R. (December 2021) Global debt reaches a record 226 trillion. International Monetary Fund. Washington DC. 
https://blogs.imf.org/2021/12/15/global-debt-reaches-a-record-226-trillion/?utm_medium=email&utm_source=govdelivery

6 Ibid.
7 Ibid.
8 World Bank. (2021) International Debt Statistics 2022. Washington D.C.
9 World Bank. (2021). International Debt Statistics 2022. Washington DC: World Bank. https://openknowledge.worldbank.org/handle/10986/36289
10 Ibid.
11 Jensen, L. (March 2021) Sovereign Debt Vulnerabilities in Developing Economies. New York: UNDP. https://www.undp.org/sites/g/files/zskgke326/

files/publications/54241%20-%20UNDP%20WP%20Debt%20Vulnerability-web.pdf
12 Ibid.
13 UNICEF. (April 2021). “COVID-19 and the Looming Debt Crisis: Protecting and Transforming Social Spending for Inclusive Recoveries”. 

https://www.unicef-irc.org/publications/pdf/Social-spending-series_COVID-19-and-the-looming-debt-crisis.pdf
14 IMF. (April 2021). “Macroeconomic Developments and Prospects in Low-Income Countries—2021”. https://www.imf.org/en/Publications/ 

Policy-Papers/Issues/2021/03/30/Macroeconomic-Developments-and-Prospects-In-Low-Income-Countries-2021-50312
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Compared to a year ago, the economic outlook 
has worsened significantly in many LICs where 
infection rates are rising rapidly. Consequently, 
these economies are expected to endure long-term 
effects, such as declining global demand, rising 
unemployment, deepening inequality, and increasingly 
unsustainable sovereign debt. Emergence of 
new COVID-19 variants like Delta and Omicron 
have been painfully hindering the global recovery, 
while inequitable access to vaccines is negatively 
impacting growth prospects in low-income 
countries—especially in Sub-Saharan Africa, where 
less than 5 per cent of the population has been 
vaccinated as of mid-November.15 While the advanced 
economies are on track to recover their real income 
growth by 2023, the countries in Sub-Saharan Africa 
are facing a permanently lower path of economic 
growth with a projected loss of real income per 
capita of more than 5 per cent, according to the 
IMF. Sub-Saharan Africa was the world’s slowest 
growing region in 2021.16 At the same time, debt 
levels will remain elevated, with the debt-to-GDP 
ratio in Sub-Saharan Africa increasing by more 
than 4 per cent over pre-pandemic levels by 2025.17

The G20, IMF and other partners have adopted 
measures to enable them to deliver grants or a 
moratorium on debt payments, supporting eligible 
LICs in the wake of catastrophic natural disasters 
and major, fast-spreading public health emergencies. 
The extension of the G20 debt service suspension 
initiative through December 2021 and the new 
G20 Common Framework on debt are among the 
initiatives aimed at alleviating the debt burden and 
providing new fiscal space for pandemic response 
and recovery (see Appendix B). The IMF has, in this 
context, approved a historic allocation of USD 650 
billion in special drawing rights, which has already 
provided about USD 21 billion to LICs to help boost 
liquidity and fight the impact of the COVID-1 pandemic.

Financing gap in LICs 

These measures, however, don’t sufficiently address 
the yawning financing gap faced by LICs in trying 
to recover from setbacks in development caused 
by the COVID-19 pandemic shock and tyring to meet 
the SDGs by 2030. It is believed that the pandemic 
has set back progress towards achieving the SDGs 
by 2030 in many countries. For example, the IMF 
predicts that some LICs in in Sub-Saharan Africa 
will take up to 5-6 additional years to reach the SDGs 
due to the disruption caused by COVID-19.18 According 
to the IMF, the financing needs for reaching the SDGs 
have increased by an annual average of 2.5 per cent 
of GDP, or almost USD 60 billion per year for all LICs.19

Substantial contributions from a wide variety of 
sources are needed, including international financial 
institutions and other multilateral institutions, the 
private sector, and concessional support from 
donors. With limited flexibility to use sophisticated 
monetary and fiscal instruments, the IMF estimates 
that LICs need USD 200 billion in additional spending 
over the 2021-2025 period to step-up their COVID-19 
pandemic response and build external buffers.20

Furthermore, LICs need another USD 250 billion in 
investment spending to accelerate convergence 
with advanced economies. Due to high debt levels, 
the IMF estimates that only a third of these spending 
needs could be met by additional borrowing.21

High debt vulnerabilities in LICs and EMs mirror 
the disproportionate impact of climate change 
and erosion of natural capital borne by the same 
countries due to their geographies, as well as their 
high economic dependence on natural resources. 
In this context, land degradation and declining land 
productivity can lead to social issues, such as food 
insecurity, political instability, radicalization, conflict  
 
 

15 Hakobyan, S. (November 2021). “In the Race to Vaccinate Sub-Saharan Africa Continues to Fall Behind”. International Monetary Fund. Washington, 
DC. https://blogs.imf.org/2021/11/22/in-the-race-to-vaccinate-sub-saharan-africa-continues-to-fall-behind/

16 IMF. (October 2021). “One Plant, Two Worlds, Three Stories. Regional Economic Outlook, Sub-Saharan Africa”.  https://www.imf.org/en/Publications/
REO/SSA/Issues/2021/10/21/regional-economic-outlook-for-sub-saharan-africa-october-2021

17 Ibid.
18 Benedek, D, Gemayel, ER, Senhadji, AS, and Tieman, AF. (27 April 2021) “A Post-Pandemic Assessment of Sustainable Development Goals”. IMF 

Staff Discussion Note. https://www.imf.org/en/Publications/Staff-Discussion-Notes/Issues/2021/04/27/A-Post-Pandemic-Assessment-of-the-
Sustainable-Development-Goals-460076

19 Ibid.
20 IMF. (March 2021) “Macroeconomic Developments and Prospects in Low-income Countries-2021”. https://www.imf.org/en/Publications/Policy-

Papers/Issues/2021/03/30/Macroeconomic-Developments-and-Prospects-In-Low-Income-Countries-2021-50312
21 Ibid.
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and displacement. Successfully achieving the 
2030 Agenda for Sustainable Development requires 
an estimated USD 3.3-4.5 trillion per year in financing 
across low- and middle-income countries. Current 
investment in related sectors, however, still leaves 
developing countries with a financing gap of about 
USD 2.5 trillion, substantially inhibiting their ability 
to reach the SDGs. This shortfall further fuels the 
need for innovation and creativity in sovereign 
finance, and linking debt to SDG outcomes presents 
an opportunity to channel more domestic resources 
into public investments in exchange for reduced 
debt service burden. 

In 2020, the Organisation for Economic Co-operation 
and Development (OECD) Development Assistance 
Committee (DAC) members provided over USD 160 
billion in net aid, double the levels of 2000. However, 
ODA spending represented an average of only 0.32 
per cent of their gross national income (GNI), falling 
short of the 0.7 per cent of GNI goal commitment 
made at the United Nations in 1970. According to the 
IMF, increasing the ODA to the United Nations target 
of 0.7 per cent would generate an additional USD 
200 billion in financing for development on an annual 
basis.22 Similarly, developed countries have fallen 
short of the commitment to provide USD 100 billion 
annually in climate finance to developing countries—
giving only USD 78.3 and 78.6 billion in 2018 and 
2019, respectively.23

LICs regained market 
access in late 2020-2021, 
but trouble looms on the 
horizon
After the sudden stop in portfolio debt flows to 
developing countries in the first quarter of 2020, 
market sentiment turned positive again in the 
second half of 2020, supported by accommodative 
monetary policy in mature markets. As of November 
2021, DSSI-eligible countries have raised over USD 
22 billion in international bond markets and another 
USD 10 billion in cross-border commercial banking 
flows, according to the estimates by the Institute 
of International Finance (IIF).24 Starting in late 2020, 
a handful of DSSI-eligible countries returned to the 
international bond markets, including Côte d’Ivoire, 
Honduras, Mongolia and Uzbekistan. This was 
followed by additional Eurobond issuances in 2021 
by Benin, Cameroon, Ghana, Kenya, Maldives, Nigeria, 
Rwanda, Pakistan and Senegal. While in many of 
these countries, Eurobond yields have recovered 
to—or in some cases even fallen below—pre-
pandemic levels, there has been a divergence 
in trends in recent weeks. Yields for Côte d’Ivoire, 
Kenya, Nigeria and Senegal are 70-100 basis points 
above their values at the beginning of 2021, while 
yields on Ghana’s 

15 Hakobyan, S. (November 2021). “In the Race to Vaccinate Sub-Saharan Africa Continues to Fall Behind”. International Monetary Fund. Washington, 
DC. https://blogs.imf.org/2021/11/22/in-the-race-to-vaccinate-sub-saharan-africa-continues-to-fall-behind/

16 IMF. (October 2021). “One Plant, Two Worlds, Three Stories. Regional Economic Outlook, Sub-Saharan Africa”.  https://www.imf.org/en/Publications/
REO/SSA/Issues/2021/10/21/regional-economic-outlook-for-sub-saharan-africa-october-2021

17 Ibid.
18 Benedek, D, Gemayel, ER, Senhadji, AS, and Tieman, AF. (27 April 2021) “A Post-Pandemic Assessment of Sustainable Development Goals”. IMF 

Staff Discussion Note. https://www.imf.org/en/Publications/Staff-Discussion-Notes/Issues/2021/04/27/A-Post-Pandemic-Assessment-of-the-
Sustainable-Development-Goals-460076

19 Ibid.
20 IMF. (March 2021) “Macroeconomic Developments and Prospects in Low-income Countries-2021”. https://www.imf.org/en/Publications/Policy-

Papers/Issues/2021/03/30/Macroeconomic-Developments-and-Prospects-In-Low-Income-Countries-2021-50312
21 Ibid.
22 Georgieva, K. (July 2021) “UN High Level Political Forum on Sustainable-Development: Remarks by Managing Director Kristalina Georgieva”. 

International Monetary Fund. Washington, DC. https://www.imf.org/en/News/Articles/2021/07/06/sp070621-UN-High-Level-Political-Forum-on-
Sustainable-Development

23 OECD. (2021) “Statement from the OECD Secretary-General Mathias Cormann on climate finance in 2019”. https://www.oecd.org/newsroom/
statement-from-oecd-secretary-general-mathias-cormann-on-climate-finance-in-2019.htm

24 Tiftik, E, Della Guardia, P and Aycock, R. (4 November 2021) “COP Views: Developing Countries Need Market Access”. IIF Weekly Insight.
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Eurobonds have shot up as much as 300 basis 
points at times, which may reflect investors’ 
concerns over its rising debt load. Furthermore, 
the uncertainty about inflationary pressures in 
G3 countries and the likelihood of rising interest 
rates in the mature markets are soon expected 
to trigger rebalancing of portfolios in favour of 
reserve currency assets. 

Against this backdrop, the IMF has issued a 
warning that some LICs might be on “the verge 
of economic collapse unless G20 creditors agree 
to accelerate debt restructurings and suspend 
debt service while the restructurings are being 
negotiated.”25 With the expiration of the DSSI at 
the end of 2021, countries are facing stepped-
up debt service payments at a time of mounting 
economic pressures, the global resurgence of 
the COVID-19 threat, and the upcoming tightening 
of global financial conditions. The World Bank 
estimates that in 2022, LICs have USD 35 billion 
in public debt payments coming due to their 
bilateral and private creditors.26 In some cases, 
countries could soon be facing “the impossible 
choice of cutting priority expenditures or piling  
up arrears.”27

A new development 
paradigm – greening the 
international financial 
architecture

With the onset of the COVID-19 pandemic and 
the rising awareness of climate change threats, 
there has been an increasing focus on addressing 
economic, climate and environmental challenges 
in developing countries in a coordinated manner. 
A recent World Bank report calls for a new 
development paradigm— the “Green, Resilient, 

and Inclusive Development (GRID)” approach.28  
At the same time, an increasing number of asset 
managers—such as the 84 signatories to the Finance 
for Biodiversity Pledge29— have been explicitly 
considering ESG aspects in their portfolio allocation. 
Additionally, the G20 has recently called for 
international financial institutions “to step up their 
efforts to pursue alignment with the Paris 
Agreement.”30  

At USD 1 trillion in global issuances, ‘sustainable 
bonds’ still comprise only 1 per cent of the global 
bond market. Growth in this area is likely to take 
off in the coming years, however, and the market 
presents a mostly untapped opportunity for 
developing countries. The Institute of International 
Finance reports that ESG-related issuances 
represent less than 0.1 per cent of outstanding 
EM bonds, with issuances coming mainly from 
a few countries, such as China and Chile. It has 
been reported that many investors struggle in 
finding ESG securities in developing countries, 
and most of these countries score poorly on 
ESG criteria. A recent World Bank study finds that 
countries’ sovereign ESG scores are closely linked 
to their level of development and national income.31 
Nature and climate-linked bonds with payment 
structures linked to environmental key performance 
indicators (KPIs) can play an important role in 
attracting more sustainability-minded investors to 
developing countries. These instruments, however, 
are debt generating by definition, and with rising 
debt vulnerabilities in many LICs, many sovereigns 
might be reluctant to further increase their debt load. 
In this context, nature-based financial instruments, 
such as debt for nature swaps, that provide debt 
relief in exchange for nature conservation goals, 
could be an attractive alternative. It could, therefore, 
be widely beneficial to link debt restructuring or 
reprofiling operations in LICs directly to climate 
change mitigation or biodiversity and land 
conservation.

25 Georgieva, K. and Pazarbasioglu, C. (December 2021). “The G20 Common Framework for Debt Treatments Must Be Stepped Up”. International 
Monetary Fund. Washington, DC. https://blogs.imf.org/2021/12/02/the-g20-common-framework-for-debt-treatments-must-be-stepped-up/

26 World Bank (2022) Global Economic Prospects. Washington D.C. 
27 Georgieva, K. and Pazarbasioglu, C. (December 2021). “The G20 Common Framework for Debt Treatments Must Be Stepped Up”. International 

Monetary Fund. Washington, DC. https://blogs.imf.org/2021/12/02/the-g20-common-framework-for-debt-treatments-must-be-stepped-up/
28 World Bank (October 2021) Green, Resilient, and Inclusive Development. https://openknowledge.worldbank.org/handle/10986/36322
29 Finance for Biodiversity, (September 2020). https://www.financeforbiodiversity.org
30 G20 Finance Ministers and Central Bank Governors Communique (July 2021) https://home.treasury.gov/news/press-releases/jy0269
31 Gratcheva, EM, Emery, T and Wang, D. (2020). “Demystifying Sovereign ESG.” EFI Insight-Finance. World Bank, Washington, DC. https://documents.

worldbank.org/en/publication/documents-reports/documentdetail/842671621238316887/demystifying-sovereign-esg
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Land-based natural capital is an essential resource 
that sustains human well-being across spatial and 
temporal scales, supporting issues that are at the 
heart of the international development agenda. 
Despite the importance of land for human well-being, 
land degradation continues to increase worldwide 
due to several factors, including the expansion 
of crop and grazing lands into native vegetation, 
unsustainable agricultural and forestry practices, 
climate change, urban expansion, infrastructure 
development and extractive industrial activities. 

According to the last report of the Parties to the 
UNCCD, about 20 per cent of global land is degraded. 
Some estimates further indicate that over 40 per cent 
of agricultural land is considered degraded. According 
to the Intergovernmental Panel on Climate Change 
(IPCC) report on ‘Climate Change and Land’, human 
activity directly affects more than 70 per cent of the 
global ice-free land surface. The health and capacity 
of ecosystems to deliver key services to sustain 
livelihoods, provide food, maintain freshwater and 
forest resources, regulate climate and air quality, 
and mediate infectious diseases is diminishing 
considerably. The Intergovernmental Science-Policy 
Platform on Biodiversity and Ecosystem Services 
(IPBES) highlights that land degradation affects the 
well-being of at least 3.2 billion people, with the cost 
of land degradation estimated at about 10 per cent 
of annual global GDP.33 Projections at the global 
scale indicate that over 90 per cent of the land will 
be suffering some form of degradation by 2050.34 
The impact will not only be felt by local communities,  
but also businesses around the world due to the 
disruption of value chains and commodity supplies. 

The land restoration agenda is currently being 
addressed by several national policy frameworks 
and international initiatives that strive for curbing 
the growing threats of land degradation and reaping 
multiple benefits of investing in land. The total 
existing land restoration commitments pledged 
by Country Parties of the three Rio Conventions: 
the Convention on Biological Diversity (CBD), 
UNCCD  and United Nations Framework Convention 
on Climate Change (UNFCCC) amount to nearly 
800 million hectares,35 offering strong national 
policy frameworks and investment opportunities 
in natural capital for restoring nature. Box 1 features 
regional and global initiatives restoring lands.  

The UNCCD has been supporting Country Parties 
through the Land Degradation Neutrality (LDN) 
Target Setting Programme to develop voluntary 
action plans to achieve LDN and strengthen 
capacity for the development, monitoring and 
enforcement of policy provisions surrounding LDN. 
SDG 15 ‘Life on Land’ and its target 15.3 on LDN 
encourage countries to combat desertification; 
restore degraded land and soil, including land 
affected by desertification, drought and floods; 
and strive to achieve a land degradation-neutral 
world by 2030. As of March 2022, more than 130 
countries have made the commitment to translate 
the global goal of achieving LDN by 2030 into 
national action by setting LDN national voluntary 
targets. The total restoration commitments 
pledged by UNCCD Country Parties exceeds 
450 million hectares. 

2. The investment case for land restoration32

32   Ecosystem restoration refers to the process of halting, reducing and reversing degradation, resulting in improved ecosystem services and recovered 
biodiversity. United Nations Environment Programme (2021). Becoming #GenerationRestoration: Ecosystem restoration for people, nature and 
climate. Nairobi.

33   IPBES. (2018). “The IPBES assessment report on land degradation and restoration”. Montanarella, L., Scholes, R., and Brainich, A. (eds.). Secretariat 
of the Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES), Bonn, Germany. 744 pages.

34   World Economic Forum. (January, 2022). “The Davos Agenda”. Geneva, Switzerland. https://www.weforum.org/events/the-davos-agenda-2022
35   Sewell, Annelies, Stefan van der Esch, and Hannah Löwenhardt. (2020). “Goals and commitments for the restoration decade: a global overview of 

countries’ restoration commitments under the Rio conventions and other pledges”. The Hague. https://www.pbl.nl/sites/default/files/downloads/
pbl-2020-goals-and-commitments-for-the-restoration-decade-3906.pdf
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Due to the important role of land for climate change 
issues, UNFCCC Country Parties have also considered 
land as a policy intervention to deal with climate 
issues in order to limit and stabilize greenhouse 
gas (GHG) emissions. Based on the review of the 
UNFCCC Nationally Determined Contributions (NDCs), 
countries have committed to restore 252 million 
hectares of land.36 In a similar manner, the current 
restoration commitments submitted by countries 
in the context of processes related to the CBD through 
their National Biodiversity Strategic Action Plans 
(NBSAPs) are estimated at 89 million hectares.37

New goals, targets and policy directions are under 
preparation in the context of the Post-2020 Global 
Biodiversity Framework. 

In recognition of the essential roles of land for 
sustainable development, in 2019 the United Nations 
General Assembly declared the 2021-2030 as the 
United Nations Decade on Ecosystem Restoration. 
The aim of the UN Decade on Ecosystem Restoration 
is to support and scale up efforts to “prevent, halt, and 
reverse the degradation of all ecosystems worldwide 
and raise awareness of the importance of successful 
ecosystem restoration”.38 The UN Decade on 
Ecosystem Restoration encourages countries, among 
other issues, to foster political will, the mobilization 
of resources, and continue mainstreaming ecosystem 
restoration into policies and plans to address current 
national development priorities and challenges due to 
the degradation of the various kind of ecosystems. 

36 Ibid.
37 Ibid.
38 UNEP and FAO. (2020). “The United Nations Decade on Ecosystem Restoration”. https://wedocs.unep.org/bitstream/handle/20.500.11822/31813/

ERDStrat.pdf?sequence=1&isAllowed=y
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39 Sewell, Annelies, Stefan van der Esch, and Hannah Löwenhardt. (2020). “Goals and commitments for the restoration decade: a global overview of 
countries’ restoration commitments under the Rio conventions and other pledges”. The Hague. https://www.pbl.nl/sites/default/files/downloads/
pbl-2020-goals-and-commitments-for-the-restoration-decade-3906.pdf

40 van der Esch, Stefan et al. (2022). The Global Potential for Land Restoration: Scenarios for The Global Land Outlook 2. PBL. https://www.pbl.nl/sites/
default/files/downloads/pbl-2022-the-global-potential-for-land-restoration-glo2-4816.pdf 

Various international initiatives have emerged to harness efforts and consolidate investments to tackle the 
land degradation problem by restoring land, including:

G20 Global Initiative on Reducing Land Degradation and Enhancing the Conservation of Terrestrial Habitats: 
The Initiative, adopted during the G20 Leaders Meeting under the Saudi Presidency in 2020, aims to realize 
the G20 leaders’aspiration of halving degraded land by 2040. The G20 countries are well positioned to 
spearhead this initiative aimed at preventing, halting and reversing the degradation of land on every continent, 
complementing and supporting existing initiatives and avoiding duplication of efforts. To this end, the G20 
Global Initiative will work in tandem with existing multilateral initiatives, and add momentum to the United 
Nations Decade on Ecosystem Restoration. 

The Bonn Challenge is a global initiative launched to advance the restoration of forest landscapes to meet 
national priorities and international commitments. As an action-oriented platform for forest and landscape 
restoration, the initiative aims at restoring 350 million hectares globally by 2030 across diverse ecosystems 
and landscapes.39 In Africa, the initiative aims to bring 100 million hectares of degraded and deforested land 
under restoration, led by the African Forest Landscape Restoration Initiative (AFR100). By May 2021, a total 
of 31 African countries had committed to restore 128 million hectares, contributing not only to the Bonn 
Challenge, but also to the African Resilient Landscapes Initiative (ARLI), the African Union Agenda 2063, 
the Sustainable Development Goals and other targets. 

The Great Green Wall (GGW): The GGW initiative is another ambitious African-led movement to grow an 8,000 km 
long natural forest ecosystem across the entire width of the Sahel.  The GGW is now being implemented 
in more than 20 countries across Africa and more than USD 8 billion have been mobilized and pledged for 
its support. The initiative brings together African countries and international partners, under the leadership 
of the African Union Commission and Pan-African Agency of the Great Green Wall. The main objective of the 
GGW Initiative is to restore 100 million ha of currently degraded land, sequester 250 million tons of carbon, 
and create 10 million green jobs by 2030. The ambitious initiative requires millions of dollars to become 
a reality and support livelihoods in some of the poorest communities on Earth. Debt for land restoration 
swaps can leverage funds in the post-COVID-19 period to support the poorest and indebted in the Sahel 
to advance the GGW Initiative.

UN Strategic Plan for Forests 2030 (United Nations Forum on Forests): Six Global Forest Goals include 
sustainable forest management, the halting of deforestation and forest degradation, and a 3 per cent increase 
(120 million hectares) in forest area worldwide by 2030.

4 per 1000:  Increase soil carbon stocks by 0.4 per cent per year in the first 30–40 cm of soil up to 2050.

ECCA30: Build on the Astana Resolution (2018) to bring 30 million hectares of degraded and deforested 
and in Europe, the Caucasus and Central Asia into restoration by 2030.

Regreening Africa: Reverse land degradation among 500,000 households on 1 million hectares by 2022, 
in 8 countries in sub-Saharan Africa: Ethiopia, Ghana, Kenya, Mali, Niger, Rwanda, Senegal and Somalia.

1000 landscapes: Achieve regenerative landscape and livelihood ambitions in 1,000 landscapes for 1 billion 
people by linking currently fragmented efforts, building capacities and unlocking investment finance, by 2030. 

Ark 2030: Restore and regenerate 500 million hectares of land across five critical landscapes worldwide.
Trillion Trees Campaign: Restore and conserve one trillion trees globally by 2030 to restore biodiversity 
and address climate change.

Box 1.  International initiatives on land restoration

Source: UNCCD; van der Esch et al. 2022.40
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2.1 Benefits of investing
in land restoration

Land restoration can provide lasting contributions 
to human well-being and global sustainability, 
reducing inequalities.41 It is widely acknowledged that 
land contributes to numerous development issues, 
including the advancement of multiple SDGs42 
such as: Goal 1 (No poverty), Goal 2 (Zero hunger), 
Goal 6 (Clean water and sanitation), Goal 8 
(Decent work), Goal 13 (Climate action),  and Goal 
15 (Land degradation), among others (see Figure 1). 
There are close interlinkages between land and i) 
Livelihoods and food security, ii) Economic growth 
and social stability, and iii) Climate action, biodiversity 
and disaster risk reduction. The sweeping importance 
of land across each of these areas demonstrates 
the potentially widespread benefits of land restoration 
as a nature-based solution.

Livelihoods and food security
Land represents a key asset for the livelihoods of 
the rural poor, as it provides key resources such as 
food, energy, shelter, fodder, among other resources. 
As a multifunctional resource, land supports rural 
populations in generating income, contributing to 
the prosperity and equality of those situated at the 
bottom of the income distribution ladder. Evidence 
generated from several regional studies across the 
globe indicates that land degradation can cause or 
exacerbate poverty and inequality by disproportionally 
affecting populations that largely depend on land 
resources for their livelihoods.43 This is particularly 
the case for populations living in rural areas. 
Estimates report that 80 per cent of the extreme 
poor live in rural areas, and 65 per cent work in the 
agricultural sector. In some cases, land degradation

increases the risk of migration, particularly for those 
populations living in the most marginalized and 
vulnerable lands.44 

Land restoration efforts have considerable potential 
for mitigating the negative impacts of land 
degradation on food insecurity in many world regions. 
While food security depends on many factors, land 
degradation can severely impact food productivity 
and availability, constituting a major driver of food 
insecurity and hunger. By 2050, crop yields are 
estimated to decrease by 10 per cent globally due 
to land degradation and climate change, with some 
regions suffering up to a 50 per cent reduction. 
Furthermore, land degradation is projected to fuel an 
estimated 30 per cent increase in world food prices 
over the next 25 years.45 Land restoration efforts have 
great potential for contributing to future food security.

41 IPBES, (2018): The IPBES assessment report on land degradation and restoration. Montanarella, L., Scholes, R., and Brainich, A. (eds.). Secretariat 
of the Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES), Bonn, Germany. 744 pages.

42 IRP. (2019). Land Restoration for Achieving the Sustainable Development Goals: An International Resource Panel Think Piece. Herrick, J.E., et al. 
A think piece of the International Resource Panel. United Nations Environment Programme, Nairobi, Kenya.

43 Global Mechanism of the UNCCD, Conservation International, DIE. (2019). “Land Degradation, Poverty and Inequality. Bonn, Germany. 
https://www.unccd.int/sites/default/files/relevant-links/2019-09/UNCCD%20-%20Poverty%20briefing%20note%20%28hi-res%29%20%281%29_0.pdf

44 International Organization for Migration and United Nations Convention to Combat Desertification. (2019): Addressing the Land Degradation – 
Migration Nexus: The Role of the United Nations Convention to Combat Desertification. IOM, Geneva. https://knowledge.unccd.int/sites/default/
files/2019-08/IOM%20UNCCD%20Desertification%202019%20FINAL.pdf

45 UNCCD. (2021). Land Degradation Neutrality For Sustainable Agriculture and Food Security. https://www.unccd.int/sites/default/files/
documents/2021-05/1713_LDN_SAFS_FSS_Brochure_FINAL.pdf 
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46 World Economic Forum. (2020). “Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the Economy.” 
47 Federal Ministry for Economic Cooperation and Development. (2022). “The Green Value Initiative”. Germany. https://www.bmz.de/en/development-

policy/biodiversity/green-value-initiative 
48 Johnson, Justin Andrew; Ruta, Giovanni; Baldos, Uris; Cervigni, Raffaello; Chonabayashi, Shun; Corong, Erwin; Gavryliuk, Olga; Gerber, James; Hertel, 

Thomas; Nootenboom, Christopher; Polasky, Stephen. 2021. The Economic Case for Nature : A Global Earth-Economy Model to Assess Development 
Policy Pathways. World Bank, Washington, DC. © World Bank. https://openknowledge.worldbank.org/handle/10986/35882 License: CC BY 3.0 IGO.

49 Nkonya, E.; Mirzabaev, A.; Von Braun, J., (2016). “Economics of land degradation and improvement: a global assessment for sustainable 
development”. Springer International Publishing Cham, Switzerland; Vol. 686.

50 GCA. (2021). “State and Trends in Adaptation Report 2021. How Adaptation Can Make Africa Safer, Greener and More Prosperous in a Warming 
World”. Global Center on Adaptation.

51 Verdone, M.A., and A. Seidl. (2017). “Time, Space, Place and the Bonn Challenge Global Forest Restoration Target.” Restoration Ecology. 25: 
903–911. https://doi.org/10.1111/rec.12512.

51 United Nations Convention to Combat Desertification (UNCCD). 2021. “Restored Land, Healthy People, Green Recovery”. Solution Brief. https://www.
unccd.int/sites/default/files/inline-files/UNCCD_Solution%20Brief.pdf

Figure 1.  Land restoration as an accelerator to achieve other SDGs

Economic growth 
and social stability
Maintaining a productive resource base for 
sustaining long-term economic growth is essential. 
Estimates report that more than half of the world’s 
total GDP is moderately or highly dependent on 
nature and its services;46 while this figure doubles 
the global GDP when non-market benefits are 
included.47 The World Bank further estimates that 
the collapse of certain ecosystem services would 
cost 2.3 per cent of the global GDP annually by 
2030, and some low-income countries would be 
hit hardest.48

Restoring land by implementing policies aiming 
to avoid, reduce and restore degraded land shows 
that the expected social returns of taking action 
outweigh the costs of inaction.49,50 Taking action 
by restoring degraded lands has the potential to 
generate net social benefits of USD 7 to 30  for every 
dollar invested.51 Low-income countries, especially 
those in Africa, are likely to suffer the highest cost 
of inaction, a situation that is exacerbated by the 
effects of climate change, which poses major 
socioeconomic risks in the region.

Investing in land is well positioned to assist a greener 
economic recovery from the COVID-19 pandemic. 
In some countries, investments in ecosystem 
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restoration are projected to generate more 
livelihoods per dollar spent than other sectors, such 
as transportation and building infrastructure, while 
also yielding attractive long-term economic returns.52

Land-based solutions also offer an opportunity 
to create immediate jobs, while at the same time 
supporting a transition to a greener and job-rich 
economy. A study by the International Labour 
Organization (ILO) and Worldwide Fund for Nature 
(WWF) estimates that a successful land restoration 
programme could potentially create 0.4-1.1 new 
jobs53 per hectare of restored land.54 Such initiatives 
also enable better alignment and integration of 
the agriculture and energy sectors with economic, 
employment, social, climate and biodiversity goals.55

In some situations, the degradation of terrestrial 
ecosystems in combination with extreme hazards 
(e.g. drought) intensified by climate change can 
create shortages of key natural resources such 
as water, crop and pasture productivity, as well as 
the loss of other ecosystem services, which can in 
turn cause social conflict and migration of affected 
populations.56,57 Investing in nature contributes 
to building socio-ecological resilient communities, 
mitigating the effects of drought that have 
increasingly been one of the major causes 
of conflicts and violence.58

Climate change, biodiversity 
and disaster risk reduction 
Terrestrial ecosystems play a major role as a source 
and sink of emissions. Land is a key element of 
intervention for climate change mitigation and 
adaptation. At a global level, it is estimated that the 
agriculture, forestry and other land use (AFOLU) 
 

sector is responsible for 23 per cent of the total GHG 
emissions. Compared to other intervention types, 
this sector has a large low-cost potential for emissions 
reduction with cross-cutting co-benefits, such as the 
increase of socio-economic and biophysical resilience 
on a global scale. Additionally, when ecosystems are 
fully restored, nature could provide up to one third of 
the cost-effective carbon sequestration and perform an 
essential role in adapting to the changes in the climate.59

Investing in land-based projects also offer strong 
incentives for international cooperation. At the 
UNFCCC COP26, countries agreed on market 
mechanisms to support the transfer of emission 
reductions between countries, resulting in more 
cost-effective ways to reduce emissions and their 
climate goals as formulated in the NDCs.60

The prevailing global trends in biodiversity loss are 
increasingly alarming. The Dasgupta Review on the 
Economics of Biodiversity61 indicates that in the 
last few decades, man has degraded the biosphere 
to the point where the pressure put on its goods 
and services far exceeds its ability to provide them 
on a sustainable basis. Whereas land degradation 
and biodiversity loss are strongly related, investing 
land offers significant synergies and support for 
biodiversity conservation in practice. Commitments 
that countries have made under LDN accelerate 
all five of the Strategic Goals and more than three 
quarters of the 20 Aichi Biodiversity Targets (ABTs) 
in the Strategic Plan for Biodiversity 2011-2020.62 

Restoring land-based ecosystems is an important 
policy option to guard against extreme weather 
events that have been amplified by climate change. 
According to the global risks report, among the most 
critical threats to the world today are environmental: 
climate action failure, extreme weather, biodiversity 
loss, human environmental damage and natural 

52 United Nations Convention to Combat Desertification (UNCCD). 2021. “Restored Land, Healthy People, Green Recovery”. Solution Brief. 
https://www.unccd.int/sites/default/files/inline-files/UNCCD_Solution%20Brief.pdf

53 Measured as Full-Time Equivalent (FTE)
54 ILO and WWF. (2020). “Nature-hires: How nature-based solutions can power a green jobs recovery”. 24. nature_hires_report_wwf_ilo.pdf (panda.org)
55 Ibid.
56 Abel, Guy J., Michael Brottrager, Jesus Crespo Cuaresma, Raya Muttarak. (2019). “Climate, conflict and forced migration”. Global Environmental 

Change, Volume 54. https://www.sciencedirect.com/science/article/pii/S0959378018301596 
57 Worldwide Fund for Nature (WWF). (2017). “Sustainability, Stability, Security”. France. https://www.unccd.int/sites/default/files/inline-files/

embargoed_14nov_rapport3s_en_27102017.pdf
58 World Economic Forum. (2020). “Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the Economy.”
59 IPCC. (2022). “Summary for Policymakers”. https://www.ipcc.ch/report/ar6/wg2/downloads/report/IPCC_AR6_WGII_SummaryForPolicymakers.pdf 
60 UNFCCC. (2022). “COP26 Outcomes: Market mechanisms and non-market approaches (Article 6)”. https://unfccc.int/process-and-meetings/the-

paris-agreement/the-glasgow-climate-pact/cop26-outcomes-market-mechanisms-and-non-market-approaches-article-6#eq-2 
61 Dasgupta, P. (2021). “The Economics of Biodiversity: The Dasgupta Review.” (London: HM Treasury) https://assets.publishing.service.gov.uk/

government/uploads/system/uploads/attachment_data/file/962785/The_Economics_of_Biodiversity_The_Dasgupta_Review_Full_Report.pdf
62 Global Mechanism of the UNCCD and CBD. (2019). “Land Degradation Neutrality for Biodiversity Conservation: How healthy land safeguards nature”. 

Technical Report. Bonn, Germany https://catalogue.unccd.int/1340_LDN_BiodiversityGM_Report.pdf
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63 World Economic Forum. (2022). “The Global Risks Report 2022”, 17th Edition. 
64 IPCC. (2022). “Summary for Policymakers”. https://www.ipcc.ch/report/ar6/wg2/downloads/report/IPCC_AR6_WGII_SummaryForPolicymakers.pdf

resources crises.63 The benefits from land restoration 
have considerable potential to mitigate the risks of 
these environmental disasters, including drought. 
In many regions, especially in drylands, droughts 
have become more prevalent and severe with multiple 
effects ranging from short-term and direct effects on 
crop productivity and yield, to long-term and indirect 
effects on biodiversity and ecosystem balance. 
Land restoration enhances the resiliency of various 
landscapes to cope with extreme environmental 
events and generate other co-benefits.

Landscape restoration 
approaches across sectors
As the UN Decade of Ecosystem Restoration begins, 
there is increasing global attention and ambition 
for restoration of degraded lands and associated 
terrestrial ecosystems. Most initiatives are targeting 
restoration at the landscape level that create  numerous 
benefits in terms of food production, water regulation, 

flood control, biodiversity and ecosystems conservation, 
ecological restoration, nature preservation and 
generation of global public goods (see Table 1). 
When multi-sectoral solutions are integrated to 
address societal challenges, there is increased 
feasibility and effectiveness of adaptation in multiple 
sectors.64 Additionally, there is increasing attention to 
the possible role of enablers in ecosystem restoration, 
including appropriate policies, institutional frameworks, 
tenure rights and responsibilities, and financial 
resources in realizing global benefits and sustainability 
ambitions of restoration. 

With numerous socioeconomic benefits that outweigh 
the financing costs, the case for investing in land 
restoration provides strong evidence of multiple returns, 
including the addressing of several SDGs at once. 
The lack of adequate budgetary support for funding 
restoration projects remains a substantial issue for 
many countries. The following section presents 
innovative financial mechanisms and instruments that 
could potentially help to alleviate debt burden and create 
the required fiscal space for financing land restoration. 

Cities / Urban areas
 

Green spaces and 
water management

• Community gardens 
and urban farming

• Tree planting and 
wetland restoration

• Green belts and 
buildings

• Human health 
(quality of life)

• Clean air and water

• Flood control 
and wastewater 
management

• Parks and 
recreation: Cooler 
temperatures

Approaches

Actions
 
 
 
 
 
 
 
 

Benefits

Urban / Rural 
interface

Sustainable territorial 
development

• Land use planning: 
Protect watersheds 
and fertile farmland

• Manage 
urbanization

• Sectoral 
coordination for 
green infrastructure 
and supply chains

• Water availability for 
urban residents

• Local and regional 
food security

• Biodiversity 
conservation: 
Reduced urban 
sprawl

Rural / Agricultural 
landscapes

Regenerative food 
and commodity 
production

• Integrated farming 
(crops/ trees/
livestock)

• Rangeland 
management

• Sustainable 
intensification and 
agro-ecological 
practices

• Food security and 
rural livelihoods

• Healthy soils 
and ecosystem 
functions

• Reduced emissions

• Water storage/ 
recharge

• Biodiversity 
conservation

Natural ecosystems / 
Protected areas

Conservation and 
restoration of nature

• Ecological restoration

• Wildlife corridors 
and buffer zones

• Indigenous/ 
community 
management

• Sustainable 
harvesting in 
protected areas

• Nature’s contribution 
to people

• Global public goods 
(climate stability/ 
biodiversity)

• Ecotourism and 
cultural landscapes

Table 1.  Land restoration: Impact across sectors  
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Debt-for-nature (DFN) swaps are intended to 
provide positive outcomes for all parties involved. 
Essentially, they are designed to facilitate a wealth 
transfer to a low- or middle-income debtor country 
via the forgiveness of debt or the subsidized buy 
back of debt in exchange for environmental outcomes. 
This allows the debtor to reallocate funds that 
were otherwise earmarked for debt service to other 
national budget needs. In the case of bilateral swaps, 
the high-income creditor country would generally 
pursue this transaction with environmental goals in 
mind. As such, a portion of the debtor’s savings would 
be required to fund local conservation programmes, 
protecting natural assets within the debtor country 
and, thereby, achieving the creditor’s objective.

Even commercial creditors stand to benefit from 
a DFN swap. In cases where the debt is privately 
held, philanthropic organizations or environmental 
NGOs such as WWF, The Nature Conservancy (TNC), 
or Conservation International (CI), will often step in 
and provide donor funding for purchasing commercial 
debt at a discount. This allows the private creditors 
to exit their distressed position with a ‘cash 
now’outcome, while the donors achieve their 
conservation goals.

Most DFN swaps in the past have been relatively 
small in terms of their overall fiscal impact. Rather 
than seeking to restore a distressed borrower to 
debt sustainability, they were intended to provide 
temporary relief by reallocating funds from debt 
service to conservation. Despite the minimal 
impact of DFN swaps on overall debt sustainability, 
it is critical to note that the environmental funds 
generated through these transactions have actually 
been quite substantial. In other words, USD 10 million 
may not go a long way towards sovereign debt relief, 
but as funding for local conservation efforts, it can
be invaluable.

DFN swaps became less common in the 2000s 
as prices for debt on the secondary market rose 
and as other avenues for debt relief, such as the 
Heavily Indebted Poor Countries (HIPC) Initiative, 
were able to offer substantially greater debt relief. 
Since COP20 in 2012 in Rio, however, there has 
been a renewed interest in DFN swaps from both 
creditors and debtors. More recently, the growing 
international movement to combat climate change 
and environmental degradation has led to more 
ambitious thinking surrounding debt instruments 
with climate and nature outcomes.

3. Debt-for-nature swaps

DFN swaps were originally devised by Thomas Lovejoy of  WWF as a universally beneficial solution for 
channelling conservation funding into developing economies.1 The first successful DFN swap was executed 
in Bolivia in 1987 through Conservation International (CI).2

In the early 1980s, the WWF was the first initiator of a DFN swap. The concept was then rapidly adopted by the 
US government to address the Latin America debt crisis. These early debt swaps allowed large U.S. international 
NGOs (such as WWF, TNC, and CI) to purchase the debt of an indebted country from the U.S. Treasury or from 
commercial banks. The NGO, acting as a donor, would buy up this debt at well below the face value, allowing 
the debtor government to benefit from some amount of debt relief. The NGO would then set up a national 
environmental fund with the debtor country through a well-articulated financial mechanism, which was intended 
to fund local environmental and conservation projects, often with a focus on tropical rainforests.

In the early 1990s, bilateral debt had become eligible for swaps with the introduction of the 1990 Paris Club 
debt swap clause. As a result, debt swaps became more prolific at the bilateral debt level, with creditor countries 
agreeing to write-off portions of bilateral debt in exchange for formal commitments from debtor countries 
to meet environmental targets. Although debt-for-development and debt-for-nature swaps have not been an 
important source of debt relief for developing countries, these transactions have generated significant funding 
for development and conservation projects. In addition to nature conservation, several swap agreements 
have been used to finance social expenditures, particularly in health and education.

Box 2.  Historical Evolution of debt-for nature swaps

1 Occhiolini, M. (March 1990). “Debt-for-Nature Swaps”. World Bank. Washington, DC. https://www.cbd.int/financial/debtnature/g-debt 
worldbank1990.pdf

2 Ibid.
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Figure 2.  Debt-for-nature swaps: Historical trends

The Seychelles debt swap in 2015 allowed the 
small archipelagic nation to write off nearly 
USD 22 million of defaulted debt in exchange for 
protecting its oceans.65 The deal was facilitated 
by TNC, which purchased the debt so that future 
payments by the government would be transferred 
into a specially created trust, dedicated to 
conserving large areas of coastal waters around 
the Seychelles.66

In 2021, TNC helped the government of Belize to 
repurchase USD 550 million of its only outstanding 
external bond, known as the “Superbond”. Facilitated 
with donor funding through TNC’s Blue Bonds 
for Ocean Conservation programme, the offer was 
accepted by a large majority of bondholders for the 
discounted price of 55 cents on the dollar in exchange 
for durable marine conservation efforts on the  
part of the Government of Belize. Significantly, 
this deal represents the first commercial DFN swap 
to have substantial fiscal implications, meaningfully 
restructuring privately held sovereign debt on an 
unprecedented scale.

3.1 Debt swap mechanics
  
To limit the different definitions of “debt swap”, the 
terminology reference is established from the Debt 
and Debt Management and Financial Analysis System 
DMFAS (Debt and DMFAS) glossary of the United 
Nations Trade and Development (UNTD) organization.67 

A debt swap is a debt relief technique that alters 
the original value or nature of loan instruments. 
Initially, debt swap operations were used to promote 
private investment in developing countries and have 
been particularly used in privatization programmes. 
Swaps have then been extended to sustainable 
development projects. The same financial pattern is 
used: a sovereign debt is purchased by a charitable 
organization (at a discount), the debt is then cancelled 
in exchange for consideration paid by the debtor 
country to promote programmes for the protection 
of the environment, education, health, etc. If, originally, 
debt swaps were undertaken by private organizations, 
there now is an increasing number of public initiatives 
relating to swaps in debt cancellation programmes.

Sources: WWF; Congressional Research Service (Sheikh, 2018); USAID, Kamel and Tooma, 2005; Cassimon, Essers, and Fauzi, 2014;
 PROFONANPE, Egolf, 2001; TNC

65 Gerretsen, I. (August 2020). “After defaulting on its substantial national debt, the Seychelles was offered an unusual deal.” BBC. London, UK. 
https://www.bbc.com/future/article/20200803-the-deal-that-saved-seychelles-troubled-waters

66 Ibid.
67 Debt and DMFAS Glossary. (July 200), Revision 3. UNCTD. Geneva, Switzerland. https://unctad.org/system/files/official-document/

pogiddmfasm3r3.en.pdf
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The parties involved in a debt swap can include:

• Creditor(s): Entity (person or institution) 
that extends credit by giving another entity 
permission to borrow money intended to be 
repaid in the future. 

• Donor(s): Sometimes referred to as 
‘third-party donors’, they represent other 
facilitating organizations that can mobilize 
additional resources.  

• Debtor(s): a company, individual or government 
who owes money.

• Facilitator(s): Often international non-profit 
organizations (such as the World Bank) 
that provide help (legal or financial services) 
to the debtor government in implementing 
the agreement.

Two-party vs multi-party 
DFN swaps
Two-party DFN swaps are typically structured 
as debt forgiveness by bilateral creditor countries.

For a bilateral DFN swap,68 the debt to be restructured 
is not traded on public markets. Instead, it is the 
bilateral debt between the debtor and creditor 
governments (or alternatively, between the debtor 
government and a development bank). The creditor 
government agrees to forgive a portion of the public 
bilateral debt with the debtor country in exchange 
for the latter’s financial contribution to conservation 
efforts. The negotiations are between the creditor and 
debtor governments in exchange for conservation 
activities in the debtor country.

Several Paris Club members have carried out bilateral 
swaps throughout the 1990s and 2000s: Canada and 
the United States were the initiators and the largest 
number of their transactions concerned nature and 
the environment. Most Paris Club members have 
made swap conversions, each with its own methods 
and procedures. The United States is the single 
largest creditor involved in public debt-for-nature 
swaps and has mainly carried out debt-for-nature 
swaps through two facilities under USAID: The 
Tropical Forest Conservation Act (TFCA), introduced 
in 1998; and the Enterprise for the Americas Initiative 
(EAI), a predecessor of TFCA. European countries, 

including Germany, France, Spain, Italy, Norway and 
Switzerland, prefer to use this instrument sparingly 
and in most cases through their development 
cooperation agencies.

Multi-party DFN swaps are typically structured as 
debt forgiveness by a commercial third party that 
provides financing assistance to the original creditor.

A multi-party DFN swap differs from a two-party 
DFN swap in a number of ways. The first, and most 
obvious difference is simply that a multi-party DFN 
swap requires at least three parties. Typically, the 
third party in such a transaction would be represented 
by a commercial entity that would provide financing 
assistance to the original creditor. Furthermore, while 
not necessarily a strict requirement, most multi-party 
DFN swaps involve debt that is publicly traded. 
Multi-party DFN swaps are typically structured as 
buybacks of commercial debt at a discount, either 
in the market or during a debt restructuring.

An example of such a transaction was the recent 
DFN swap between the Government of Belize, 
its commercial bondholders, and The Nature 
Conservancy (TNC). In this transaction, TNC served 
as a third-party that provided financing to the 
original creditors, in this case by making an outright 
purchase (via a cash tender offer) from the remaining 
commercial bondholders. After TNC had acquired 
these assets from the bondholders, they were able 
to exchange the asset and liability structure of the 
instruments with the Government of Belize for new 
instruments that included maritime conservation 
provisions.

While multi-party DFN swaps would not necessitate 
the presence of one or more commercial entities, 
this has nonetheless been the case in all previous 
multi-party transactions. It should be noted, 
however, that it would be possible for a multilateral 
development agency to provide financing to a bilateral 
creditor, who would then conduct the swap operation, 
thus representing a multi-party transaction featuring 
only official creditors. Additionally, this same type 
of transaction could occur wherein a third-party 
bilateral creditor provides financing assistance to 
an original bilateral creditor who then conducts the 
swap, representing a multi-party DFN swap that only 
features bilateral creditors. Whether the original 
creditor is an official bilateral lender or a group of 

68 Note: A swap being facilitated by a group of creditors negotiating the same debt, such as the Paris Club, is still considered to be a bilateral debt swap.
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commercial bondholders, the multi-party structure 
has proven to be an effective means of achieving 
environmental outcomes by redirecting funds from 
debt service payments to conservation.

In the case of the Belize blue bond swap, the 
transaction additionally had a substantial positive 
impact on the country’s debt sustainability. Although 
this is a novel outcome and an outlier amongst 
DFN swaps, this recent success demonstrates 
that a scaled-up DFN swap embedded in a broader 
restructuring can, in fact, present a viable strategy 
for distressed sovereigns. Whether or not the 
Belize model is practically repeatable for future 
restructuring cases remains to be seen, but a similar 
structure, if scaled correctly and tailored to each 
specific situation, could provide comparable 
benefits to countries seeking to free up fiscal space 
for reversing land degradation (see Figure 3 ).

3.2 Creditors and other 
stakeholders
To successfully achieve any environmental results 
through debt-based solutions, the most critical 
element to consider is always the creditor.

Financing  has to come from somewhere, and 
the specific type of creditor involved in any given 
transaction will inform the range of possibilities for 
attaining the desired outcome. The debt profile of 
a given country, meaning the breakdown of how 
much public and publicly guaranteed debt is held by 
each type of creditor, has implications for a proposed 
transaction. It will not only advise which sorts of 
transactions are available or optimal for the debtor 
country, but also the inclination of the country’s 
creditors to participate and to what extent.

For example, an official bilateral lender, meaning 
another country, has various obligations to fulfil under 
the Paris Agreement, and may see a debt swap with 
a borrowing country as a good opportunity to meet 
some of these. A commercial bondholder, however, 
may be less keen to forego a substantial return on an 
investment in exchange for environmental outcomes. 
Depending on the size of that bond however, it could 
be possible for a donor, such as an NGO, bilateral 
partner, or multilateral development bank, to negotiate 
a multi-party debt swap. Commercial creditors are 
particularly important when considering new-money 
instruments. In those cases, the sovereign’s perceived 
ability to service the debt, often advised by credit 
ratings and economic fundamentals, will be of critical 
importance.

Figure 3.  Multi-party debt-for-land restoration swap: Flowchart
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Debt profiles vary widely from country to country, 
however, so a specific assessment of the relevant 
creditors and a tailored engagement strategy will be 
necessary for each unique case.

Multilateral creditors

Multilateral creditors are beholden to their member 
countries in the same way a corporation is beholden 
to its stockholders. Therefore, they have a material 
interest in promoting sustainable growth within their 
constituent countries. Global international financial 
institutions (IFIs), such as the World Bank and IMF, 
are primary providers of capacity building and 
technical assistance for ensuring sound economic 
policies and long-term debt sustainability. The World 
Bank, in particular, has incorporated environmental 
and social standards into its own lending practices.

Regional development banks also provide capacity 
building to their own member countries and their 
investment policies are generally conducted with 
those countries’ national development goals in mind.
 
Bilateral creditors – Paris Club countries

Official bilateral creditors are any countries that 
lend to other countries. Traditionally, this group has 
primarily been comprised of members of the Paris 
Club, a group of 22 countries originally formed in 
1956 with the aim of negotiating debt restructurings 
with debtor countries according to an agreed upon 
set of frameworks and precedents. These countries 
are full participants in the HIPC Initiative and have 
provided high volumes of debt relief to both HIPC 
and non-HIPC countries over the past few decades. 
Consequently, Paris Club countries now hold a far 
diminished portion of total bilateral debt but are still 
key stakeholders in the form of ODA.
 
Bilateral creditors – non-traditional lenders

As large volumes of Paris Club debt have been forgiven 
over the years, other bilateral lenders have since come 
to hold a substantial portion of overall debt, with China 
being the largest lender by volume among the G20 
countries. For many LICs, particularly in Sub-Saharan 
Africa, China is the biggest single bilateral lender, and 
though China has not executed any DFN swaps to date, 
its recent commitments surrounding COP26 may lead 
it to explore such an option.

Similarly, members of the Arab Coordination Group 
are also significant bilateral creditors to many 
developing countries. Unlike the Paris Club countries, 

there is no multilateral framework in place as yet for 
restructuring this debt, but recent global initiatives 
for climate and nature may provide an innovative new 
course of action.

London Club

The London Club is an informal group of private 
creditors—mostly banks—organized for the purposes 
of coordinating debt negotiations among private 
creditors. These bank advisory committees are 
colloquially known as the London Club even though 
they meet in other major financial hubs such New 
York, Frankfurt and Paris among others. The first 
meeting of the London Club was held in 1976 
in response to Zaire’s debt payment problems. 
The London Club was the dominant vehicle for 
renegotiation of private debts in the 1980s and 
1990s when bank loans were still the most common 
sovereign debt instruments. 

Bondholders 

In the last couple of decades, sovereign bonds have 
become the most common form of sovereign debt. 
Most bonds are publicly traded, and their ownership 
is widely dispersed among a vast number of individual 
investors, such as asset managers, distressed debt 
funds and other institutional investors. As a result, 
London Club bank advisory committees have become 
far less common. These days, a sovereign seeking to 
restructure its bonds must strike a deal with a much 
greater number of individual investors. Therefore, 
bond restructuring is typically much more protracted 
and costly for both borrowers and creditors.

The market practice for amending publicly traded 
bonds is an exchange offer whereby bondholders are 
invited to exchange their bonds for new instruments. 
In the months leading up to the exchange offer, 
the sovereign and its advisors typically engage 
with the bondholders to build support for the offer. 
In many cases, a critical mass of bondholders will 
be organized in a creditor committee. In some cases, 
there are multiple bondholder committees formed 
reflecting divergent interests among the bondholders.

The issue of fragmentation of the bondholders has 
become more common in recent years—as seen 
in the Ecuador and Argentina restructurings in 
2020—and there have been calls by some market 
participants to establish “Steering Committees” for 
coordination among multiple bondholder committees. 
In contrast to loan restructurings, which typically 
require unanimity among creditors for changes to 
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payment and other contract terms, most international 
sovereign bonds include collective action clauses 
(CACs) that allow modification with a majority 
approval (typically 75 per cent). Additionally, the 
introduction of aggregated CACs in 2015—allowing 
restructuring across multiple series of bonds—has 
improved the efficiency of debt workouts and helped 
minimize the possibility of holdout creditors.

3.3 Advantages and 
challenges to executing a 
successful debt-for-nature 
swap
Despite the potential benefits of pursuing a debt-for-
nature transaction, it is worth highlighting some of 
the challenges that governments may face as they 
seek to maximize the impact of a swap. For example, 
good governance is a critical element to a successful 
swap. In addition to negotiating the debt forgiveness, 

a country must have sufficient institutional capacity 
across all relevant sectors to fulfil the environmental 
obligations of the agreement. If the country’s 
creditors perceive a certain institutional weakness 
that could inhibit its ability to reliably execute any 
related environmental commitments, they may 
be less agreeable to a transaction linked to those 
outcomes. Transparency is, therefore, another key 
factor, as all conservation efforts linked to the swap 
must be sustained in order to remain meaningful.

Going beyond the allocation of funds to include 
government commitments to environmental targets is 
a good way to ensure that the sovereign itself remains 
dedicated and responsible for ensuring a successful 
outcome to the project. In the Seychelles, for example, 
the government had committed to meaningfully 
protecting at least 30 per cent of its territorial marine 
area by 2020.69 This goal has since been achieved, 
and progress thereto, along with all surrounding 
projects and conservation efforts, has meanwhile 
been carefully tracked and transparently published by 
the Seychelles Conservation and Climate Adaptation 

Figure 4.  Seychelles: International tourism following the Ocean Conservation Swap Agreement

Sources: Source: World Bank WDI
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Trust (SeyCCAT), the relevant environmental fund that 
benefitted from the swap. Importantly, this process 
involved a detailed scientific study to map out and 
safeguard specific marine areas that are rich in 
biodiversity.70 As a result, the Seychelles experienced 
a noticeable increase in its volume of international 
tourism (see Figure 4), illustrating the additional 
economic advantages of successfully executing 
a DFN swap.

Finally, there are noteworthy logistical hurdles that 
a third-party facilitator may have to contend with 
when proposing a swap transaction in a given country. 
These arrangements take a long time to conclude, as 
both the government and its creditors must be willing 
to explore and find common ground on a transaction. 
These difficulties can be eased substantially, however, 
when the facilitator is already well established in the 
country, such as was the case with TNC in Belize.

69 State House: Office of the President of the Republic of Seychelles. (June, 2012). “Address By Mr. Danny Faure, Vice President On The Occasion Of 
The Rio + 20 World Summit To Be Held In Rio De Janeiro - Brazil 20th To 22nd June 2012”. https://www.statehouse.gov.sc/speeches/2296/address-
by-mr-danny-faure-vice-president-on-the-occasion-of-the-rio--20-world-summit-to-be-held-in-rio-de-janeiro-brazil-20th-to-22nd-june-2012.

70 Gerretsen, I. (August 2020). “After defaulting on its substantial national debt, the Seychelles was offered an unusual deal.” BBC. London, UK. 
https://www.bbc.com/future/article/20200803-the-deal-that-saved-seychelles-troubled-waters.
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Debt swaps are one of several possible 
financial transactions that can be used to achieve 
environmental outcomes by directly addressing 
liquidity shortfalls. Deciding to pursue one of these 
transactions is a complex process that must be 
undertaken holistically with participation from 
multiple different agencies within the government, 
as the attached environmental obligations will 
require coordinated action across multiple sectors. 
Determining which mechanism would be most 
effective at addressing a given country’s situation 
is an important element of this process, the whole 
of which can be completed across seven steps:71

 
1. Create an inter-ministerial taskforce 
  and agree on national objectives

2.  Access capacity building and advice
3.  Choose type of sovereign debt transaction:   
  debt conversion and/or new instrument
4.  Structure climate and nature key performance 
  indicators (KPIs) or other relevant performance  
  criteria
5. Design the financing aspects of the transaction
6. Engage with market participants, including   
  creditors, credit rating agencies and investors
7. Execute debt transaction

The choice of whether to pursue a debt swap or 
issue a new instrument should be made before 
structuring the specific land restoration elements 
of the transaction, and the decision will likely 
consider the following new-money structures.

4. Other innovations in sovereign debt linked 
to climate and nature outcomes

71 IIED, Potomac Group LLC, UNECA, UNESCWA, UNDP (2021). Linking sovereign debt to climate and nature outcomes. A guide for debt managers and 
environmental decision makers. IIED, London https://pubs.iied.org/20651iied 
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The Republic of Benin has partnered with the United Nations Sustainable Development Solutions Network 
(SDSN), which played a key advisory role in monitoring and evaluating the progress and efforts of the 
Government of Benin in achieving the Sustainable Development Goals (SDGs).1 This partnership comes as 
Benin launched an SDG Bond issue programme.

The SDG Bond Framework details 12 categories that fall under relevant environmental and social objectives.2 
These include access to water, energy, agriculture, education, health, housing, and biodiversity conservation, 
among others.3 The categories selected will contribute to 15 of the 17 SDGs. Each eligible category has a list 
of targeted outputs and outcomes, which are followed by indicators to gauge the impact of the project.

Benin announced the EUR SDG mandate on July 12th. The series of virtual meetings involved more than 60 
European and US investors.4 Launched on the 15 July 2021 to raise EUR 500 million, the final yield was 5.25 
percent, securing an estimated “greenium” of about 20 basis points.5 About 91 per cent of the bond issuance 
was allocated to ESG investors.6

Box 3.  Benin’s SDG Bond

1 Merle, C. and Caumes, A. (July 2021). “Republic of Benin’s trailblazing €500m 12,5-Y inaugural issuance under its new SDG Bond Framework”. 
Natixis. Paris, France. https://gsh.cib.natixis.com/our-center-of-expertise/articles/republic-of-benin-s-trailblazing-500m-12-5-y-inaugural-
issuance-under-its-new-sdg-bond-framework

2-6 Ibid.
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4.1 Green, blue and other 
use-of-proceeds bonds 
Traditionally, new-money ESG/SDG-linked debt 
instruments, such as green bonds, blue bonds 
and social bonds, have always carried restrictions 
on how the proceeds of the bond may be used. 
Now, collectively referred to as “use-of-proceeds” 
(UoP) bonds, these instruments are purchased 
under the assumption that all, or at least a portion 
of the proceeds will be allocated towards some 
pre-stated purpose linked to sustainability outcomes. 
Box 3 describes Benin’s recent issuance of a UoP 
bond with budget plans linked to pursuing the SDGs.

There are some drawbacks, however, to this 
bond structure. The first and most apparent is 
the inherent budget restriction. For sovereigns that 
have a broad spectrum of budget considerations 
and a generally comprehensive development 
agenda beyond environmental objectives, it 
may not be prudent to take on new debt when 
the proceeds have limited use. From the creditor 
side, the “greenium”, meaning the difference in 
yield from a vanilla bond that investors are willing 
to accept for a sustainable bond, is decided in the 
market, and fears of “greenwashing” in recent times 
have likely capped that number beyond a certain 
modest limit. Given these limitations, traditional 
UoP bonds are likely not ideal for improving debt 
sustainability but are probably more suitable for 
market-access countries that are seeking funding 
for very specific projects at a small discount 
(see Table 2).72

4.2 Sustainability-linked 
instruments
Sustainability-linked bonds (SLBs) are a relatively 
recent innovation from corporate finance, wherein 
a borrower is able to issue a debt instrument at 
below the market yield in exchange for achieving 
one or more ESG-related milestones, known as 
sustainability-performance targets (SPTs), by a 
certain date. KPIs are metrics used by independent 
auditors to assess the issuer’s success or failure 
to achieve one or more SPTs. The result of this 
assessment would then trigger some sort of 

predetermined alteration in the financial structure 
of the bond, most commonly a coupon “step-up” 
or “step-down”. The International Capital Market 
Association (ICMA) has published voluntary 
(though generally followed) guidelines for the 
issuance of a corporate SLB.73

Unlike standard ESG instruments, such as traditional 
green bonds, the proceeds of an SLB are unrestricted, 
meaning that they are not earmarked for any specific 
purpose and can be used for general budget purposes. 
The goal of this structure is to allow bond issuers to 
borrow freely as they need to, whilst eliminating the 
“green washing” concerns inherent in a traditional 
UoP bond. Second-party experts are required 
to evaluate the issuer’s progress towards the KPIs 
on the given reference date so as to provide a 
transparent basis for triggering (or not triggering) 
the embedded financial mechanism.

In its efforts to achieve a “green recovery” from 
the COVID-19 pandemic, simultaneously tackling 
the climate, nature and debt crises, the international 
community has been exploring ways to feasibly 
translate this structure into a sovereign instrument. 
Given the many budget needs of a government 
beyond conservation and land restoration, the 
potential benefits are clear.

In March 2022, Chile became the first sovereign 
government to successfully issue a bond of this type. 
Similar to a corporate issuance, Chile’s SLB utilizes a 
step-up coupon structure, triggered incrementally by 
two KPIs and contingent upon three SPTs. As such, 
the structure’s adherence to the ICMA guidelines has 
been externally verified. The KPIs will be measured 
by two separate independent auditors (one for each) 
who will ultimately determine the country’s success 
or failure as it pertains to the coupon step-up 
mechanism.

Although Chile’s SLB issuance is an important 
milestone in this field, the government’s high credit 
rating and unhindered market access have allowed 
it to closely mirror the corporate model for the 
instrument. Other sovereigns, however, particularly 
LICs and those that do not enjoy the same market 
access as Chile, will likely need to consider a more 
nuanced approach to the traditional corporate SLB 
structure, as a sovereign is a fundamentally different 
sort of issuer than a corporation.

72 Ibid
73 ICMA. (June 2020). Zurich, Switzerland. https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Sustainability-Linked-

Bond-Principles-June-2020-171120.pdf
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The most obvious difference is that a sovereign 
cannot go bankrupt, and so the impact of a failed 
KPI must be considered carefully in terms of the 
sovereign’s overall debt sustainability. Furthermore, 
a sovereign’s ability to change the rules of its 
jurisdiction, policy framework and budget decisions 
requires extra consideration in terms of second-party 
auditing. Finally, a coupon adjustment on a single 
bond is unlikely to be a viable method of incentivizing 
sustained policy implementation and budget 
allocation. This is particularly true in the case of 
a government turnover, wherein a new administration 
may have other ideas for balancing the budget.

To address these issues, Potomac Group has been 
working with the World Bank to design a feasible 
sovereign SLB model that ensures transparency and 
provides sufficient incentives on all sides. Essentially, 
the sovereign would pay a discounted coupon rate 
to the creditors at well below the market yield for a 
vanilla bond, but the difference would then be paid 
into an offshore trust and ideally supplemented with 
donor money.74 If the sovereign fails to meet the 
KPIs attached to the SLB terms, the creditors will 
be made whole by the sovereign’s paid portion of 
the trust, and it will be as if they had been holding 
a vanilla bond up until that point. Without the 
agreed-upon environmental outcomes, there is 

no reason for bondholders to accept a lower yield. 
If, however, the sovereign successfully achieves 
the KPIs, it will receive a cash payout from the trust, 
including not only the difference in coupon rate, 
but also any donor funds that have accrued to 
that point. This cash reward should be more than 
enough to incentivize the government to succeed, 
and the bondholders would be benefitting from 
the effective credit enhancement that comes from 
the guaranteed payment of a vanilla yield in the event 
of a failed KPI. Furthermore, the offshore nature of 
the trust requires the sovereign to remain transparent, 
as only a written opinion from a mutually trusted 
second-party expert, presumably an environmental 
NGO, would be able to release the funds.

The instrument will be designed as a new issuance, 
not as a restructuring tool. As such, it would be 
prudent to tailor the initial design of this sovereign 
SLB to a specific group of compatible target 
countries, possibly middle-income emerging 
markets with market access. That said, the low 
coupon rates that are characteristic of an SLB should 
be appealing to many countries post-COVID-19 
pandemic as they seek to refinance existing debt. 
Liquidity is key, and the goal of this design will be 
to mobilize private sector finance into the green 
recovery effort.

74   Vodola, Matthew. (2021). Potomac Group. 
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4.3 Choosing a structure
The type of transaction that a country will pursue 
is ultimately the government’s decision to make, 
but selecting the optimal mechanism for addressing 
the country’s liquidity needs can be advised by 
its specific situation.

Table 2 provides a general overview of the practical 
application for each of these three green financial 
instruments, but the options available to a given 
country will depend wholly on its specific needs and 
situation. For example, a country with reliable access 
to international capital markets may only need to 
consider whether or not international support for 
affordably funding its land restoration projects is 
politically desirable.

Conversely, countries without market access 
may need to consider the nuances of their financial 
situation more carefully. Often, there may be multiple 
options available to the government, and it could be 
worth considering a blend of different transactions 
to holistically address the country’s needs.
 
Ultimately, the decision should be made collectively 
among the government institutions that form the 
interagency taskforce established in Step 1 of the 
process (see above). It should also consider the 
recommendations of a variety of external advisors, 
including legal, financial and environmental advisors, 
to identify the best opportunities for land restoration 
within the country and ensure that the transaction 
optimally addresses the countries environmental 
and financial objectives.

Transaction

Debt-for-land restoration 
swap or conversion

Traditional sustainable 
bond (UoP)

Sustainability-linked 
bond

Suitable for

Sovereigns seeking a 
treatment of their existing 
debt portfolios, with 
additional benefit of an 
impactful land restoration 
project in the country and 
positive public relations 
outcomes

Market-access countries 
seeking financing for a 
specific land restoration 
project

Sovereigns seeking to 
raise discounted liquidity 
for any purpose, while 
simultaneously pursuing 
their own land restoration 
goals

Use of proceeds

Varies – usually restricted 
proceeds, but with 
growing possibilities 
for more flexible 
arrangements with some 
general-purpose funding

Restricted – transaction 
limits use of proceeds

Unrestricted – proceeds 
are for general-purpose 
use

Discount

Determined by project 
funding requirements 
and terms of the swap; 
discount is reflective of 
willingness of creditors to 
provide debt relief, or the 
discount captured in the 
market through a buyback 
with support of a third 
party

Determined by market 
`greenium’ – subject to 
fluctuation and market 
saturation

Determined by embedded 
credit sweetener – 
guaranteed discount from 
vanilla

Table 2.  Overview of practical applications for three green financial instruments 
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The COVID-19 pandemic has exacerbated the 
pre-existing debt vulnerabilities in developing 
countries, undermined progress towards achieving 
the SDGs, and deferred much-needed investment in 
climate adaptation and environmental preservation. 
Many of the most indebted LICs are also highly 
vulnerable to climate change and land degradation 
due to their exposed geographies and high economic 
dependence on natural resources. The international 
community—including IMF and the World Bank—has 
been increasingly focused on finding comprehensive 
solutions to the interrelated challenges of debt, 
climate change and environmental preservation. 
With over 50 per cent of LICs currently in debt 
distress or at high risk of falling into debt distress, 
many will require some form of debt relief or debt 
rescheduling in order to free up fiscal space for 
public investments needed to recover from the 

pandemic losses and transition to a green and 
sustainable economic growth model.

Against this background, there is a need for 
creative solutions that tackle multiple challenges 
at once. Contingent debt swaps, also known as 
debt conversions, could be part of the solution. 
While most swap transactions have been small 
in terms of their fiscal impact, they have effectively 
freed up resources for environmental conservation 
and mobilized additional donor support and 
funding. In addition to swap mechanisms, this
report has also explored how other innovations 
in green finance could potentially be applied to 
land restoration. Ideally, the chosen model should 
be practical, with the potential to be replicated 
across countries seeking to create new fiscal 
space to invest in land restoration.

5. Conclusion
Photo by Lisa Fotios
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Introduction to the 
IMF-World Bank debt 
sustainability framework and
debt sustainability analysis
As previously mentioned, the COVID-19 pandemic 
has increased average government debt levels 
to almost 100 per cent of GDP, putting a spotlight 
on the topic of debt sustainability analysis — an 
evaluation of a country’s ability to service its debt 
without needing to renegotiate or default. Assessment 
of debt sustainability requires making projections 
and assumptions about key macroeconomic variables 
and debt levels, as well as calculation of key debt 
ratios that are evaluated against a benchmark 
threshold. It has been observed that debt sustainability 
thresholds vary widely, affected by variables such 
as the institutional and financial development of the 
country, composition of the investor base, and the 
currency denomination of the debt. For example, 
advanced countries that issue debt denominated 
in one of the global reserve currencies can sustain 
higher debt levels. At over 230 per cent of GDP, 
Japan’s government debt is among the largest in 
the world, sustained for decades by a strong demand 
from local institutional investors. In contrast, debt 
sustainability thresholds for low-income countries 
(LICs) are much lower and vary according to their 
debt-carrying capacity. 

The joint IMF-World Bank debt sustainability 
framework (DSF) for LICs:

“classifies countries into one of three debt-carrying 
capacity categories (strong, medium, and weak), 
using a composite indicator, which draws on the 
country’s historical performance and outlook for real 
growth, international reserves coverage, remittance 
inflows, and the state of the global environment, 
in addition to the World Bank’s Country Policy and 
Institutional Assessment (CPIA) index.”75

Some of the key debt burden thresholds for LICs 
evaluate public debt and total external debt levels 
compared to GDP, with sustainability benchmarks 
varying from 35 per cent to 70 per cent and from 
30 per cent to 55 per cent, respectively, depending 

on the country’s debt carrying capacity. Due to 
difficulties in covering foreign debt payments without 
adequate foreign exchange inflows, the external-debt-
to-exports ratio is also key, with the sustainability 
threshold ranging from 140 per cent to 240 per cent. 
While these thresholds evaluate a country’s solvency, 
key liquidity thresholds such external debt service-to-
revenue or external debt service-to-exports evaluate 
more near-term financing vulnerabilities.

Emergency relief from 
the  World Bank and IMF
Considering the dire economic conditions and high 
debt burdens in many LICs, the official sector and 
international financial organizations have been 
providing short-term liquidity support through the 
issuance of emergency financing and through 
coordinated debt service suspension. The IMF, 
World Bank and multilateral development banks 
have strongly increased their available resources 
for emergency financing and have approved a large 
number of programmes. As of August 2021, the IMF 
has extended USD 117 billion in new financing to 
85 countries, including at least USD 14 billion to LICs 
in the form of zero-interest loans.  It also provided 
another USD 851 million in debt service relief for 
29 LICs. Since April 2020, the World Bank Group 
has committed over USD 157 billion in response 
to the COVID-19 pandemic, including over USD 50 
billion of International Development Association (IDA) 
resources on grant and highly concessional terms. 

In August 2021, the IMF Board approved an allocation 
of USD 650 billion in Special Drawing Rights, which 
has boosted countries’ reserves. While this is 
historically the largest such allocation, initial benefits 
across countries are uneven, with only USD 21 billion 
allocated for LICs. Some developed countries have 
pledged about USD 45 billion in voluntary Special 
Drawing Rights contributions towards LICs, and there 
are on-going efforts to boost this number up to USD 
100 billion. In October 2021, the G20 called on the 
IMF to establish a new Resilience and Sustainability 
Trust (RST), which will provide long-term financing to 
LICs, small island developing states, and vulnerable 
middle-income countries in support of balance of 
payments stability, including support needed due 
to pandemics and climate change.

Appendix A: Debt sustainability in the COVID-19 era

75     https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/16/39/Debt-Sustainability-Framework-for-Low-Income-Countries 
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Debt Service 
Suspension  Initiatives

In April 2020—in the midst of the global recession 
induced by the COVID-19 pandemic and sudden 
stop in capital flows to developing countries—the 
G20 Finance Ministers and Central Bank Governors 
announced a joint agreement between the Paris Club 
and the G20 official bilateral creditors on coordinated 
debt relief for the poorest countries. This Debt Service 
Suspension  Initiative (DSSI) was also endorsed 
by several countries outside the G20, including the 
United Arab Emirates and Kuwait. China’s involvement 
in the G20 initiative marked the first time it has 
participated in coordinated, multilateral global 
debt relief efforts. While participation by private 
creditors was encouraged, it was not the official 
requirement for DSSI treatment, and it has been 
reported that there has been no participation by 
private creditors. Multilateral development banks, 
which are still the largest creditors to LICs, were 
exempted from participation in order to preserve 
their AAA credit rating.  

Initially, the DSSI allowed eligible borrowers to pause 
debt repayments to official bilateral creditors until 
the end of 2020, and then to repay that money over 
a four-year period. Since then, the DSSI has been 
extended through the end of 2021. According to 
preliminary estimates by the G20, between May 2020 
and December 2021, 50 eligible countries have been 
able to defer at least USD 12.7 billion in debt service 
under this initiative. Therefore, the DSSI has provided 
some liquidity relief for LICs, allowing them to
generate resources for COVID-19 pandemic responses. 
This temporary debt relief has, however, been smaller 
than expected, in part due to the lack of private sector 
participation. Additionally, a portion of debts owed 
to Chinese lending agencies was categorized as 
commercial debt ex-post.

Common Framework
The G20 DSSI highlighted the need for a creditor 
coordination mechanism to address solvency and 
protracted liquidity situations that would require more 
thorough external debt restructuring. In November 
2020, the Paris Club creditors and other G20 members 
agreed on a “Common Framework for Debt Treatment 
beyond the DSSI” (Common Framework)—establishing 
a multilateral framework for debt treatments for 
DSSI-eligible countries. The Common Framework builds 
on the established Paris Club principles of conditionality, 
case-by-case treatment, and comparability of treatment, 
thus encouraging a broad participation among 
creditors—including the new bilateral creditors such 
as China and India, as well as private sector creditors. 
Furthermore, it is anchored by the IMF debt sustainability 
analysis, which will determine the restructuring envelope.

Eligible countries are also required to seek an upper credit 
tranche IMF programme. So far, only three countries have 
applied for the Common Framework treatment—Chad, 
Ethiopia and Zambia—and progress has been slow. 
According to a recent blog post by the IMF Managing 
Director, implementation has been fraught with multiple 
coordination problems—including among the multiple 
government institutions and agencies within new creditor 
countries. Furthermore, in Chad, there have been delays 
caused by the complexity of restructuring collateralized 
debt held by a private company and partly syndicated 
to a larger group of banks and asset managers. Like 
other non-bonded debt, collateralized obligations do not 
include collective action clauses (CACs) and, therefore, 
require unanimity among all creditors and lenders for 
amendments of contract terms.  The IMF has called 
for improving the Common Framework by clarifying 
the different steps and timelines in the implementation, 
as well as the enforcement of the comparability of 
treatment principle.76 Additionally, it has called for the 
expansion of the eligibility for Common Framework 
treatment to other countries with high debts.77

76 Georgieva, K. and Pazarbasioglu, C. (December 2021). “The G20 Common Framework for Debt Treatments Must Be Stepped Up”. International 
Monetary Fund. Washington, DC. https://blogs.imf.org/2021/12/02/the-g20-common-framework-for-debt-treatments-must-be-stepped-up/

77 ibid

Appendix B: G20 debt relief initiatives for IDA-eligible 
countries and the United Nations least developed countries
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Year

2021

2015

2015

2014

2014

2013

2011

2010

2010

2009

2008

2007

2006

2006

2006

2006

2006

2006

2004

Country

Belize

Mozambique

Seychelles

Indonesia

Mozambique

Philippines

Indonesia

Brazil

Costa Rica

Indonesia

Peru

Costa Rica

Botswana

Cameroon

Guatemala

Indonesia

Indonesia

Paraguay

Colombia

Face value of 
treated Debt

$552,900,000 

$15,779,733 

$29,600,000 

$11,200,000 

$0 

$28,200,000 

$28,500,000 

$21,000,000 

$21,000,000 

$29,900,000 

$19,600,000 

$12,600,000 

$8,300,000 

$0 

$15,000,000 

$10,915,160 

$10,915,160 

$4,800,000 

$7,000,000 

Region

LATAM and 
Caribbean

Africa

Africa

Asia

Africa

Asia

Asia

LATAM and 
Caribbean

LATAM and 
Caribbean

Asia

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

Africa

LATAM and 
Caribbean

Asia

Asia

LATAM and 
Caribbean

LATAM and 
Caribbean

Environmental 
funds allocated

$23,000,000 

$1,803,398 

$6,600,000 

$12,700,000 

$7,536,020 

$31,800,000 

$28,500,000 

$21,000,000 

$27,000,000 

$29,900,000 

$25,000,000 

$26,100,000 

$10,000,000 

$25,000,000 

$24,000,000 

$5,019,380 

$5,019,380 

$7,400,000 

$10,000,000 

Type

Multi-Party

Bilateral

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Purchase 
Price

$304,095,000 

N/A

$28,000,000 

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Purchasers/
Donors

TNC

France

TNC et. al

USA

Germany

USA

USA

USA

USA

USA

USA

USA

USA

France

USA

Germany

Germany

USA

USA

Additional 
fund 

allocation

Appendix C: Historical world swap data, 1987-2021
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Year

2004

2004

2003

2003

2003

2002

2002

2002

2002

2001

2001

2001

2001

2001

2001

2000

2000

2000

2000

2000

1999

Country

Jamaica

Panama

Madagascar

Panama

Peru

Ecuador

Ecuador

Peru

Philippines

Belize

Egypt

El Salvador

Jordan

Syria

Vietnam

Bangladesh

Bolivia

Ghana

Jordan

Poland

Costa Rica

Face value of 
treated Debt

$6,500,000 

$6,500,000 

$25,092,000 

$10,000,000 

$25,000,002 

$9,500,000 

$10,200,000 

$28,315,096 

$5,500,000 

$9,700,000 

$7,450,000 

$7,700,000 

$11,300,000 

$31,700,000 

$7,000,000 

$10,000,000 

$15,800,000 

$120,000 

$43,600,000 

$27,000,000 

$5,222,000 

Region

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Asia

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

Middle East

Middle East

Asia

Asia

LATAM and 
Caribbean

Africa

Middle East

Europe

LATAM and 
Caribbean

Environmental 
funds allocated

$16,000,000 

$10,900,000 
 

$14,843,000 

$10,000,000 

$7,500,000 

$3,081,000 

$3,235,000 

$10,604,003 

$8,300,000 

$9,000,000 

$7,450,000 

$14,000,000 

$5,700,000 

$15,900,000 

$0 

$8,100,000 

$3,200,000 

$120,000 

$21,800,000 

$27,000,000 

$2,180,000 

Type

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Bilateral

Bilateral

Bilateral

Purchase 
Price

N/A
 

N/A

N/A
 

N/A
 

N/A
 

N/A
 

N/A
 

$5,500,000
 

N/A

N/A
 

N/A
 

N/A
 

N/A
 

N/A
 

N/A

N/A

N/A

$104,000 

N/A

N/A

N/A

Purchasers/
Donors

USA

USA

Germany

USA

Germany

Germany

Germany

WWF, CI,
TNC, USA

USA

USA

Italy

USA

Germany

Germany

Germany

USA

Germany

CI

Germany

Norway

Spain

Additional 
fund 

allocation
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Year

1995

1995

1995

1995

1995

1995

1995

1995

1995

1995

1994

1994

1994

1994

1994

1994

1994

1993

1993

1993

1993

Country

Bulgaria

Costa Rica

Egypt

Guinea-Bissau

Jordan

Jordan

Mexico

Peru

Peru

Philippines

Ecuador

Madagascar

Madagascar

Mexico

Mexico

Mexico

Zambia

Argentina

Bolivia

Bolivia

Bolivia

Face value of 
treated Debt

$16,700,000 

$16,600,000 

$121,000,000 

$8,400,000 

$13,400,000 

$22,700,000 

$488,000 

$17,036,160 

$20,150,000 

$16,100,000 

$46,390,000 

$1,340,469 

$200,000 

$280,000 

$480,000 

$290,000 

$985,986 

$3,800,000 

$13,000,000 

$11,465,795 

$35,400,000 

Region

Europe

LATAM and 
Caribbean

Africa

Africa

Middle East

Middle East

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Asia

LATAM and 
Caribbean

Africa

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Environmental 
funds allocated

$16,200,000 

$8,300,000 

$18,000,000 

$400,000 

$6,700,000 

$11,300,000 

$336,500 

$354,920 

$6,089,309 

$16,100,000 

$4,524,000 

$1,072,376 

$160,000 

$280,000 

$480,000 

$290,000 

$162,687 

$3,100,000 

$0 

$2,816,400
 

$3,900,000 

Type

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Bilateral

Bilateral

Multi-Party

Bilateral

Purchase 
Price

N/A

N/A

N/A

N/A

N/A

N/A

$246,000 

N/A

N/A

N/A

N/A

N/A

$50,000 

$236,000 

$399,390 

$248,395 

$108,458 

N/A

N/A

0

N/A

Purchasers/
Donors

Switzerland

Canada

Switzerland

Switzerland

Germany

Germany

CI, USAID

Canada

Germany

Switzerland

Switzerland

WWF, 
Deutschebank

CI

CI

CI

CI

IUCN - World 
Conservation  
Union

USA

Belgium

TNC, WWF, 
Morgan Guaranty 
Trust Co.

Sweden

Additional
fund 

allocation

 

$54,000,000 

$3,695,081 

$7,076,000 
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Year

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

1993

Country

Bolivia

Colombia

Egypt

Egypt

El Salvador

Honduras

Honduras

Jamaica

Madagascar

Madagascar

Madagascar

Mexico

Nicaragua

Nigeria

Nigeria

Peru

Philippines

Poland

Poland

Tanzania

Tanzania

Tunisia

Face value of 
treated Debt

$35,400,000 

$12,000,000 

$17,300,000 

$6,200,000 

$7,500,000 

$24,900,000 

$42,030,000 

$94,100,000 

$3,200,000 

$3,735,000 

$725,000 

$252,000 

$13,600,000 

$7,300,000 

$10,200,000 

$131,000,000 

$19,000,000 

$66,000,000 

$63,000,000 

$15,400,000 

$25,600,000 

$477,300 

Region

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

Africa

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

Africa

LATAM and 
Caribbean

Asia

Europe

Europe

Africa

Africa

Africa

Environmental 
funds allocated

$1,365,000 

$12,000,000 

$0 

$0
 

$6,000,000 

$12,450,000

 
$8,430,000

 
$12,300,000

 
$3,200,000

 
$1,867,500

 
$725,000

 
$252,000

 
$2,700,000 

$0
 

$0
 

$32,700,000

 
$17,100,000

 
$66,000,000

 
$63,000,000

 
$15,400,000

 
$190,000 

$477,300 

Type

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Purchase 
Price

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

$1,500,000
 

$1,818,824
 

$362,500

 
$208,000

 
N/A

N/A

N/A

N/A

$12,973,854
 

N/A

N/A

N/A

N/A

N/A

Purchasers/
Donors

Switzerland

Canada

Norway

Norway

Canada

Canada

Switzerland

USA

CI, USAID

WWF, USAID

Missouri 
Botanical 
Garden

CI

Canada

UK

Norway

Switzerland

WWF, USAID

France

Switzerland

UK

Switzerland

Sweden

Additional 
fund 

allocation

$2,535,000 

$3,610,000 
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Year

1992

1992

1992

1992

1992

1992

1992

1992

1992

1992

1992

1992

1992

1992

1991

Country

Brazil

Chile

Colombia

Egypt

El Salvador

El Salvador

Ghana

Guatemala

Mexico

Philippines

Philippines

Tunisia

Uruguay

Uruguay

Bolivia

Face value of 
treated Debt

$2,192,000 

$14,700,000

 
$31,000,000 

$0 

$268,400,000

 
$195,500,000 

$1,000,000 

$1,300,000 

$441,000 

$9,646,606
 

$0
 

$1,342,000 

$400,000 

$3,300,000 

$30,700,000 

Region

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

Asia

Asia

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Environmental 
funds allocated

$2,192,000 

$17,300,000 

$41,600,000 

$11,600,000 

$25,600,000 

$15,600,000 

$1,000,000 

$1,300,000 

$441,000 

$8,815,946 

$4,000,000 

$1,342,000 

$90,000 

$6,100,000 

$21,800,000 

Type

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Bilateral

Bilateral

Bilateral

Bilateral

Bilateral

Purchase 
Price

$746,000 

N/A

N/A

N/A

N/A

N/A

$250,000 

$1,200,000

$355,000 

$5,000,000

N/A

N/A

N/A

N/A

N/A

Purchasers/
Donors

TNC, American 
Express 
Foundation, 
Second Nature 
Software

USA

USA

France

USA

USA

CI, International 
Council on 
Monuments 
and Sites, 
Midwest 
Universities 
Consortium for 
International 
Activities, 
Smithsonian 
Institution, 
USAID

CI, USAID

CI, USAID

WWF, USAID

France

Sweden

USA

USA

USA

Additional 
fund 

allocation
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Year

1991

1991

1991

1991

1991

1991

1991

1991

1991

1991

1991

1990

1990

1990

1990

1990

1990

1989

1989

Country

Chile

Costa Rica

Guatemala

Jamaica

Jamaica

Madagascar

Mexico

Mexico

Nigeria

Paraguay

Poland

Costa Rica

Dominican 
Republic

Madagascar

Philippines

Poland

Poland

Costa Rica

Costa Rica

Face value of 
treated Debt

$15,900,000 

$600,000 

$100,000 

$437,956 

$216,700,000 

$119,000 

$250,000 

$250,000 

$149,000 

$9,000,000 

$370,000,000 

$10,800,000 

$582,000 

$919,364 

$900,000 

$50,000 

$17,000,000 

$5,600,000 

$24,500,000 

Region

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

LATAM and 
Caribbean

Europe

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

Asia

Europe

Europe

LATAM and 
Caribbean

LATAM and 
Caribbean

Environmental 
funds allocated

$1,400,000 

$540,000 

$90,000 

$437,956 

$9,200,000 

$119,000 

$250,000 

$250,000 

$93,000 

$5,000,000 

$370,000,000 

$9,600,000 

$582,000 

$919,364 

$900,000 

$50,000 

$17,000,000 

$1,680,000 

$17,150,000 

Type

Bilateral

Multi-Party

Multi-Party

Multi-Party

Bilateral

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Bilateral

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Bilateral

Multi-Party

Multi-Party

Purchase 
Price

N/A

$360,000 

$75,000 

$300,000 

N/A

$59,000 

$183,000 

N/A

$65,000 

$2,000,000 

N/A

$1,900,000 

$116,000 

$445,891 

$438,750 

$11,500 

N/A

$784,000
 

$3,500,000 

Purchasers/
Donors

USA

TNC, Rainforest 
Alliance

TNC

Puerto Rico 
Conservation 
Trust, TNC, 
USAID

USA

CI, UNDP

CI, Sequoia 
Foundation, 
MacArthur 
Foundation

CI

Nigeria 
Conservation 
Foundation

TNC, USAID, 
Applied Energy 
Services

USA

Sweden, TNC, 
WWF

TNC, 
Puerto Rico 
Conservation 
Trust

WWF

WWF, USAID

WWF

Finland

TNC

Sweden

Additional 
fund 

allocation
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Year

1989

1989

1989

1989

1988

1988

1988

1987

1987

Country

Ecuador

Ecuador

Madagascar

Zambia

Costa Rica

Costa Rica

Philippines

Bolivia

Ecuador

Face value of 
treated Debt

$3,600,000 

$5,389,473 

$2,111,112 

$2,271,112 

$5,400,000 

$33,000,000 

$390,000 

$650,000 

$1,000,000 
 

Region

LATAM and 
Caribbean

LATAM and 
Caribbean

Africa

Africa

LATAM and 
Caribbean

LATAM and 
Caribbean

Asia

LATAM and 
Caribbean

LATAM and 
Caribbean

Environmental 
funds allocated

$3,600,000 

$5,389,473 

$2,111,112 

$2,044,001 

$4,050,000 

$9,900,000 

$390,000 

$250,000 

$1,000,000 

Type

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Multi-Party

Purchase 
Price

$424,080 

$640,000 

$950,000

$454,222

$918,000

$5,000,000

$195,975

$100,000

$354,000

Purchasers/
Donors

TNC, Missouri 
Botanical 
Garden

WWF

WWF, USAID

WWF, 
Anonymous 
Swiss donor

National Parks 
Foundation, 
Association 
Ecological La 
Pacifica, CI, 
J.S. Noyes 
Foundation, 
MacArthur 
Foundation, 
TNC, 
Organization 
for Tropical 
Studies, Pew 
Charitable 
Trusts, Swedish 
Society for the 
Conservation 
of Nature, W. 
Alton Jones 
Foundation, 
WWF

Netherlands

WWF

CI, Frank 
Weeden 
Foundation

WWF, Frank 
Weeden 
Foundation

Additional 
fund 

allocation

 

78 Kamel, S. and Tooma, E. (May, 2005).“Exchanging Debt for Development: Lessons from the Egyptian Debt-for-Development Swap Experience”. 
Economic Research Forum. Cairo, Egypt. https://www.researchgate.net/publication/263735645_Exchanging_Debt_for_Development_Lessons_
from_the_Egyptian_Debt-for-Development_Swap_Experience

79 Sheikh, P. (July, 2018). “Debt-for-Nature Initiatives and the Tropical Forest Conservation Act (TFCA): Status and Implementation”. 
Congressional Research Service. Washington, DC. https://sgp.fas.org/crs/misc/RL31286.pdf

80 Danny Cassimon, Dennis Essers & Achmad Fauzi (2014). Indonesia’s Debt-for-Development Swaps: Past, Present, and Future, 
Bulletin of Indonesian Economic Studies, 50:1, 75-100, DOI: 10.1080/00074918.2014.896238

81 Egolf, S. (2001). “The Belize Debt-for-Nature Swap”. In Mobilizing Funding for Biodiversity Conservation: A User-Friendly Training Guide. 
The Global Environment Facility. Washington, DC. https://www.cbd.int/doc/nbsap/finance/CaseStudy-DebtforNature_Belize_Nov2001.pdf

 

Sources: WWF, Congressional Research Service,78 USAID, Kamel and Tooma,79 Cassimon, Essers, and Fauzi,80 PROFONANPE, Egolf, 81 TNC
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