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Subject: Petition 0188/2008 by Stefania Corrias (Italian), on lifting the burden of 
Third World debt

1. Summary of petition

The petitioner calls for the debts of the developing countries to be cancelled. She considers 
that the poor countries are having to work to pay for the development of the rich countries, 
and that the poor countries are kept in subjection by debts instead of weapons.

2. Admissibility

Declared admissible on 10 July 2008. Information requested from Commission under Rule 
192(4).

3. Commission reply, received on 20 March 2009.

The petitioner calls for the debts of the developing countries to be cancelled. She considers 
that the poor countries have to work to pay for the development of the rich countries, and that 
the poor countries are kept in subjection by debts instead of weapons.

The problem of the unsustainable debt burden of some developing countries has been high on
the international agenda for over ten years now.

The international community has agreed to cancel a large part of the debt of the poorest and 
most heavily indebted countries so as to bring their debts into a sustainable path, cf. the 
Multilateral Debt Relief Initiative (MDRI) and the Heavily Indebted Poor Countries (HIPC)
initiative. The Commission has been an active participant in the HIPC initiative.
Unconditional debt cancellation in developing countries beyond the current internationally 
agreed initiatives may however create disincentives for private and public lenders, who might 
cut lending and price in the risk of future debt cancellations. It could also generate moral 
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hazard problems from the borrowers, who might borrow excessively awaiting further bailouts. 

This implies a risk of constraining developing countries' access to finance and thus hindering 
the development process. Most developing countries have large financing needs that cannot 
be financed with their domestic savings alone. In those cases, debt allows developing 
countries to afford investments today on account of future savings. For as long as the 
borrower's future capacity to repay is preserved, access to finance is likely to remain and debt 
can contribute to the acceleration of the development process. Ensuring the sustainability of 
developing countries' debt, to which national policies should also contribute, is of paramount 
importance for their development process.

In this context, there was a consensus reached in Doha during the recent UN Follow-up 
Conference on Financing for Development (29/11-2/12) on the following points:
- Alleviate the debt burden of eligible HIPC countries not having reached completion point;

- Engage more prominently both the Paris and London Club creditors in symmetric debt 
relief operations (to achieve a fair burden-sharing);

- To continue to implement debt relief for Middle Income Countries under the 'Evian 
principles and modalities';

- To facilitate debt conversion or other forms of 'swaps' for Middle Income Countries 
indebted to commercial creditors; 

- To support long term debt sustainability programmes for post-completion HIPC countries;
- To ensure that money released from debt relief is used in principle as social expenditure 

and towards achievement of the Millennium Development Goals;
- To monitor debt situations and eligibility criteria in an internationally coordinated manner, 

in the framework off the Debt Sustainability Frameworks;
- To improve debt management via strengthened capacity building, and

- To address both internal and external debt in synergy, as both have implications on public 
expenditure and resource allocation.

In addition there was reference to the need to address the so-called 'illegitimate' and 'odious' 
debt.

The Heavily Indebted Poor Countries (HIPC) Initiative was proposed by the World Bank and 
the IMF in 1996, following a G7 invitation as a co-ordinated approach to reduce poor 
countries' external debt to sustainable levels. The initiative involves both bilateral and 
multilateral public creditors as well as commercial creditors. At the 1999 Cologne Summit, 
G7 leaders agreed to a revised framework, an enhanced HIPC Initiative, which provides 
faster, deeper and broader debt relief.

The HIPC initiative has multiple dimensions, emphasising debt relief but linking it to poverty 
reduction, structural adjustment and social policy reform, in particular the health and 
education sectors, inscribed in the context of an adopted Poverty Reduction Strategy Paper 
(PRSP).
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In 2005 at Gleneagles the G8 aimed at further reducing the debt of Heavily Indebted Poor 
Countries with the Multilateral Debt Relief Initiative providing 100% multilateral debt 
cancellation on loans by the World Bank, African Development Bank and IMF. In March 
2007, the Inter-American Development Bank (IaDB) joined these multilaterals in providing 
100% debt relief to eligible countries.

The European Commission has always been deeply committed to the HIPC initiative and has, 
so far, pledged more than €1.6 billion to the initiative: €680 million, as a creditor, on its own 
claims, and €934 million as a donor to the HIPC Trust Fund.

The European Commission was also the first multilateral institution to move its development 
cooperation to grants. The European Development Fund provides development finance almost 
exclusively in the forms of grants. It was also the first multilateral to grant relief beyond HIPC 
terms. In December 2001, the ACP-EU Council of Ministers decided, on the basis of a 
Commission proposal, to grant €60 million assistance allowing full relief of the EC special 
loans of the eligible least developed African Caribbean and Pacific countries.

The HIPC initiative shows some encouraging concrete results. Debt-service payments have 
declined while pro-poor expenditure programmes have continued to increase. However, the 
challenge of maintaining long term debt sustainability is a shared responsibility of both 
lenders and borrowers. 

Reports on the implementation of the initiative are available on-line at the pages of the IMF 
(http://www.imf.org/external/np/exr/facts/hipc.htm) and the World Bank,
(http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTDEBTDEPT/0,,menuPK:641
66739~pagePK:64166681~piPK:64166725~theSitePK:469043,00.html).
The reports on the implementation of the HIPC initiative by the Commission can be found at 
the following address : 
http://ec.europa.eu/development/policies/initiatives/hipc_en.cfm


