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BRIEFING NOTE 
Why global debt reform is essential for effective climate action 

Key Messages 
 Unsustainable debt limits low-income countries’ ability to invest in climate 

adaptation, mitigation and resilience, often diverting public resources away from 
essential public services and climate action. 

 Debt justice is integral to climate justice — without meaningful debt relief and 
reform, low-income countries remain trapped in a cycle of repayment that diverts 
resources away from addressing climate risks. 

 Current climate finance mechanisms rely on loans, which can increase debt 
burdens rather than enable vulnerable nations to act on climate. Grant-based, non-
debt-creating finance is needed. 

 Canada can improve climate outcomes by advancing international debt reform and 
grants-based climate finance.  

 
Issue Summary 
For dozens of countries, debts have become unsustainable, yet they continue to be paid — 
siphoning public funds away from education, healthcare and climate action. As a result, 
many countries are not defaulting on debt; they are defaulting on sustainable development 
and human rights. Unsustainable debts are contributing to increasing disparity and 
economic insecurity.  And it is the most vulnerable populations – women, Indigenous 
peoples, migrant communities, youth – who are most impacted. 
  
The global debt crisis has worsened in recent years. Over half of low-income countries are 
currently in or at high risk of debt distress, with billions of people living in countries that 
spend more on external debt servicing than on health, education or climate action 
combined. 
  
At the same time, much of international climate finance continues to be delivered through 
loans. This approach deepens debt distress, reduces fiscal space and limits countries’ 
ability to pursue low-carbon development pathways or invest in climate adaptation and 
resilience. 
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Climate change further compounds the crisis. Increasing climate impacts — including 
floods, droughts and extreme heat — drive up financing needs, forcing vulnerable 
countries to borrow more just to respond to emergencies and rebuild. The UN estimates 
that climate-extreme events are happening at a rate of one per week, with the impacts of 
the climate crisis set to cost vulnerable countries up to $300 billion per year. In 2020 alone, 
low- and middle-income countries spent $372 billion on servicing debt.1 This creates a 
vicious cycle of climate vulnerability and debt dependence. 
  
It is estimated that without adequate finance for adaptation and Loss and Damage, Sub-
Saharan African countries alone could be forced to take on an additional $996 billion in 
debt over the next decade to respond to climate impacts.2 
  
Canada’s ecological footprint and historic greenhouse gas emissions contribute to an 
ecological debt owed to countries that have contributed the least to climate change but 
are experiencing its worst impacts. Under the Paris Agreement, Canada committed to 
supporting developing countries through climate finance, technology transfer and 
capacity-building — commitments that cannot be met if climate finance continues to 
deepen debt burdens. 
 
Background 
Low-income and climate-vulnerable countries face a convergence of crises: rising debt, 
escalating climate impacts, increasing disparities and inequalities, and insufficient 
international support. Current global debt restructuring mechanisms are slow, fragmented 
and dominated by creditor interests, often delaying relief for years while countries 
continue to service unsustainable debts. 
  
At the same time, international financial architecture has failed to evolve to meet the 
realities of the climate crisis. Climate finance remains inadequate in scale, overly reliant 
on loans and poorly aligned with the needs of the most vulnerable countries — particularly 
for adaptation and Loss and Damage. 
  

 
1 Debt Justice. “Cancel the Debt for Climate Justice.” Debt Justice, https://debtjustice.org.uk/campaigns/no-
more-climate-debt. 
2 Woolfenden, Tess, and Sindra Sharma Khushal. The Debt and the Climate Crises: Why Climate Justice Must 
Include Debt Justice. Climate Action Network & Debt Justice, Oct. 2022, climatenetwork.org/wp-
content/uploads/2022/10/Debt-and-the-Climate-Crisis-Briefing-October-2022.pdf. 



 

3 | P a g e  
 

Civil society movements, including Jubilee 2025, alongside UN experts and Global South 
governments, have called for comprehensive debt reform and a more just financial system 
that enables countries to respond effectively to climate change while protecting human 
rights and development priorities. 
 
Actions and Positions 
We urge Parliament and the Government of Canada to: 

 Initiate a review of all bilateral debts held by Canada to identify those that have 
become unsustainable. Where such debts are identified, they must be canceled 
without conditions. 

 Advocate in multilateral forums, like the G7, G20, IMF and World Bank, for global 
financial reform and for a UN Framework Convention on Sovereign Debt.  

 Increase the grants portion of Canada’s bilateral climate finance to at least 60 
percent and ensure that only grants are used to address adaptation and Loss and 
Damage. 

 
Prepared by: 
Beth Lorimer, Ecological Justice Program Coordinator, KAIROS Canada, 
blorimer@kairoscanada.org 
 

For more information: 

https://kairoscanada.org/jubilee-2025-canada 

https://devp.org/en/campaign/turn-debt-into-hope/act-debt-2025/  

 

 
 


