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Discussion Paper and Proposals 

 
 
The relationship between debt and climate change  
 
Some people see the Debt Crisis as providing the spark which ignited the neo-liberal/ globalisation 
project, allowing rich countries and institutions the necessary leverage to force globalisation onto 
the South. Globalisation has in turn vastly increased global carbon emissions, for instance through 
focusing on 'growth through exports'.  
 

To unpick this relationship further, debt burden creates the need for ‘debtor’ countries to earn 
foreign currency. In order to do this they must put more emphasis on exports, which may mean: 
 

• Expansion of their extractive industry - which causes more carbon emissions in the mining 
process and when those resources are subsequently utilised; 

• More intensive use of land for agro-export – including the use of fertilisers and pesticides 
which are more environmentally damaging (in the production process and when they break-
down in soil) and food for export which means more 'food miles'1;  

• More forests are cut down to make way for ‘export land’ and to export the wood – but forests 
are needed to soak up carbon. In addition, displacing people from these habitats may mean 
more people live less sustainable lives.  

 
From here on, the economic policy conditions applied to Southern countries in order to access further 
credit (which may be needed to repay the original loans) or in order to receive “debt relief”, further 
exacerbate this process. These conditions place additional and explicit emphasis on the need for 
export earnings, thus exacerbating the above processes, as well as:  
 

• Forcing financial and trade reforms which often destroy small-scale industry and agriculture, 
leaving affected countries more reliant on exports, meaning more intensive farming and more 
transportation; 

• Increased access for foreign investment – in ‘Under the Influence’, Jubilee Australia 
demonstrates the links between IFI conditionality and the increase in deforestation in 
Indonesia and Papua New Guinea;  

• Decreasing the restrictions and regulation around foreign investment, giving states less legal 
potential to protect the environment; 

• Downsizing state agencies through privatisation and imposing cuts on public spending. This 
reduces the ability of the Southern countries to gear up investment in mitigating 
technologies/ alternative energies and reduces their ability to deal with the environmental 
devastation and other impacts of climate change. 

 

The last point is particularly relevant, given the latest discussions about how climate adaptation and 
mitigation should be funded in Southern countries (see below). 
 

This becomes a vicious cycle. End Oil Aid suggests that dependence on oil in turn increases a 
country’s level of debt and debt repayments. Countries reliance on a handful of commodities, a 
common effect of IFI conditionality, makes those countries less resilient to international speculation, 
thus more likely to need more loans and become more indebted. More worrying still, the very 
disasters that climate change create have been in themselves used to force on poor countries the 
policies that exacerbate climate change (e.g. policies favouring the development of tourism in South-
East Asia following the Tsunami and privatisation policies in Central America following Hurricane 
Mitch).       
 

 
1 Not to mention iniquitous food distribution, as countries effectively feed the rich in preference to their own people. 



The links between debt and climate change are even clearer if we examine some of the 
‘development’ projects which have been responsible for indebtedness in the first place. The World 
Bank, bilateral and commercial donors – particularly with use of Export Credit Agencies – are major 
funders of carbon intensive projects. Oil, gas and coal projects increase carbon emissions in 
themselves and often lead to displacement and deforestation adding to their ‘carbon footprint’.  
Southern countries do have a right to increased carbon emissions as part of their development path. 
But the extent of the reliance on ‘carbon development’ in Northern-led projects is totally 
inappropriate and often more about rewarding Northern companies then assisting genuine 
development. Particularly unjust, as this development is often given in the form of loans, so that 
countries will have to repay the North for promoting this unsustainable development model in the 
South.    
 
Ecological debt  
 
The case for ‘ecological debt’ has been around for several years2. There are two ways of conceiving 
of ecological debt: 
 
Ecological Debt Day/ Limited Definition (often used in European countries) – which counterposes 
global consumption with the capacity of the world to absorb this consumption. This method assigns 
each country a theoretical amount of carbon and looks at how much each country (and the world) 
over-consumes. Each year Ecological Debt Day marks the point at which the world is over-utilising its 
resources. One way of calculating ecological debt is on the basis of per capita carbon emissions 
beyond a global ‘fair share’. JDC’s findings, based on the official UK government Stern Report, show 
the rich world owing an annual carbon debt of more than $1 trillion.; 
 
Historical/ Broader Definition (used especially by Southern movements and NGOs) – which takes into 
account the historical accumulation of ecological debt and the impact of process like colonization on 
climate change. It suggests the West’s responsibility for climate change is overwhelming, and that 
there is a huge difference in responsibility between different classes and peoples. As such some 
countries and institutions owe enormous compensation and must cut back on carbon immediately for 
their impact, while others still have a right to develop.  
 
Ecological debt  has often been dismissed as unhelpful in practical terms, given the impossibility of 
putting a financial value on climate destruction. It is true that no amount of money can compensate 
for the death and destruction caused by loss of rainfall in southern Africa, flooding of large parts of 
Bangladesh, or the disappearance of glaciers on which one-sixth of the world’s population depend for 
dry season water supplies. But many agencies from the World Bank to the UNFCCC have tried to do 
exactly that – put an economic value on the impact of climate change to the global economy. As 
such, ecological debt may now be a much more difficult concept for those agencies to ignore.  
 
Climate Investment Funds  
 
However you calculate it, low-income countries are paying around $40 billion a year in debt to the 
rich world, at the expense of their own people’s needs, while the debt owed to them by rich 
countries as a result of their climate damage – a far greater amount – goes unpaid. But the route 
followed by the G8/ IFIs flies in the face of these facts. Through a series of highly controversial 
attempts to tackle (or appear to tackle) climate change, a series of World Bank Investment Funds are 
on the table. The main controversy around these funds are: a. that they are World Bank funds at all, 
rather than being UN funds – the World Bank still being a major funder of fossil fuel projects and b. 
that they are largely in the form of loans.3 Given the logic outlined above, loans would not only be 
grossly unfair in that countries impacted by not responsible for climate change will be forced to pay 
for its impact, but also totally counter-productive given that indebtedness has exacerbated the 
problem in the first place.  
 
                                                 
2 A key book is Andrew Simms, ‘Ecological Debt - the Health of the Planet and the Wealth of Nations’ (2005)  
 
3 See, for example the Bali Declaration on International Financial Institutions at the Jubilee South website and also the 
website of the Southern Peoples Ecological Debt Creditors Alliance - www.ecologicaldebt.org 



Campaign possibilities 
 
A ‘minimum’ campaign is that, even without the question of historical responsibility, debt 
cancellation is an imperative. We would demand that Southern countries are empowered and enabled 
to:  

• deal with the impacts of climate change 
• shift to sustainable, clean, safe and low carbon technologies 
• reduce reliance on carbon-intensive growth and pursue more sustainable paths to 

development 
 
The objective would be to use this argument to push for broader and more comprehensive debt 
cancellation measures on an environmental basis and to argue against further loans for adaptation.   
 
A more ambitious campaign is working with environmental groups in making a clear case for 
reparations and restitution in relation to climate, based on the damage that debt has done in 
exacerbating carbon emissions and preventing developing countries ability to deal with it. Some debt 
campaigns in the South – like JS and APMDD – have already started working with environmental groups 
on this common agenda. 
 
This would entail making clear that climate funding is totally different from ‘aid’. Our objective is to 
get ‘reparations not loans’ onto the agenda of movements and NGOs more widely. It could involve:  

• Research proving the links outlined above. Research is still reasonably sparse4. As a movement 
we could focus on different aspects of relationship to further investigate (oil, mining, land 
and food, deforestation, speculation and finance) and make links with different 
environmental groups and input into different fora. Research should be both statistical and 
based on case studies; 

• Re-asserting the case for ecological debt based on forcing countries into an unsustainable 
development model, including support for to the Southern Peoples Ecological Debt Creditors 
Alliance and innovative campaign idea like 'ecological creditor' countries from the developing 
world to drawing up 'adjustment' plans for rich countries to follow and trade sanctions to be 
used against non-Kyoto states (an idea by NEF); 

• Making clear that any loans given for climate adaptation and mitigation, and loans that 
finance projects that grossly exacerbates climate change will be regarded by civil society as 
illegitimate;  

• Ultimately we could think about a test court case. Could an ‘ecological debtor’ be taken to 
court for breaching its “polluter pays” principles by issuing loans for adaptation?   

 
Key questions: what is our objective? Specific political change; awareness-raising; coalition-building? 
If it’s to develop systems that lead to the cancellation of some illegitimate debt, the more focussed 
the definition the better. If it’s more broad awareness-raising/ movement building, a wider concept 
with an array of examples might work better. How should climate work fit into the campaign against 
illegitimate debt? It could be argued that, regardless of how the debt in question was run-up, if that 
debt was used to exert power over another country, to the detriment of that country (in particular to 
the detriment of anti-poverty efforts) that debt is illegitimate. Is this a path we want to go down?  
 

Hooks:  
• Generally, climate change is set to be a major topic in campaign, media and official circles in 

the next few years leading up to 2012 
• Posnan conference in November/ December and the lead up to the huge conference in 

Copenhagen next year. 
• Ecological debt day (the day on which we use up our carbon for the year) though this date 

doesn’t recognise the historical and class basis of ecological debt.  
• FfD, Doha, November – December 2008.  

 

                                                 
4 There is a growing amount of research to build on, however, which tries to put figures on different countries’ historic 
responsibilities for climate change. i.e. the work of Ecoequity, Christian Aid and the Heinrich Boell Foundation on 
Greenhouse Development Rights. See: www.ecoequity.org. 

http://www.ecoequity.org/

