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Foreword

Young people are the Commonwealth's
great source of strength, creativity and
hope. Yet too often, their opportunities are
shaped — and limited — by forces beyond
their control. As countries grapple with
tightening fiscal space and rising levels

of public debt, the choices governments
make today will determine whether this
generation can thrive and transform

their societies.

This publication, Public Debt and Youth Development in Commonwealth Member
Countries, produced by the Commonwealth Secretariat's Debt Management

Unit, arrives at a criticalmoment. As we approach the end of the 2030 Agenda for
Sustainable Development, many of the goals we set for ourselves are stalling. The
aftershocks of the COVID-19 pandemic, including mounting debt vulnerabilities and
a challenging development cooperation environment, have made it even harder for
governments to protect essential investments in education, health, employment and
the wider wellbeing of their citizens.

This creates a profound policy challenge: how can countries navigate fiscal pressures
while still nurturing the potential of their young people? How can we design economic
frameworks that are both responsive today and transformative for tomorrow?

This publication helps to illuminate that path. Drawing on the latest findings from the
Commonwealth Youth Development Index, it offers a clear, data-driven picture of
where progress is being made — and where it is at risk. It explores how rising debt
burdens can constrain governments' ability to invest in youth education, skills, health
and employment, and how smarter fiscal choices can unlock better outcomes.

It also serves as a practical resource for debt managers, youth practitioners, and
policymakers, helping them better understand the powerful link between public debt
management and youth development.

Crucially, this publication does more than diagnose the challenge; it points to concrete
ways in which governments can integrate youth development into broader fiscal

and economic strategies. By highlighting approaches that are resilient, inclusive and
forward-looking, it reinforces the need for policies that place young people not at the
margins of national planning, but at its very centre. It also underlines the importance
of amplifying youth voices — ensuring that the people most affected by today's
economic decisions are heard, valued and empowered to shape the solutions.

The Commonwealth Secretariat remains deeply committed to supporting

our member countries in advancing both youth development and public debt
sustainability. Effective debt management is a vital part of the foundations for social
wellbeing, dignity and opportunity for all citizens.

It is my hope that this publication encourages governments to reflect on the choices
before them, and to take forward the recommendations in ways that strengthen their
fiscal frameworks while uplifting the young people who will carry our Commonwealth
into the future. By investing wisely today, we can build societies that are fairer, more
resilient and more prosperous for generations to come.

Hon. Shirley Botchwey, Commonwealth Secretary-General

Foreword \ vii






Acknowledgments \ ix

Acknowledgments

This report, commissioned by the Commonwealth Secretariat, was written by

Dev Useree, Commonwealth Consultant. The report was subsequently revised,
updated and edited by Mac Banda, Adviser and Team Lead, and Adwoa Difie Boakye-
Mensah, Associate Adviser, both with the Debt Management Unit (DMU) at the
Commonwealth Secretariat.

We acknowledge the valuable contributions from various members of the Debt
Management Unit, in particular Delia Cox, Adviser, Aazim Mohammed, Adviser,
Stanislas Nkhata, Adviser, and Jade Kirton, Assistant Economic Analyst. We also
appreciate the contributions of Samson Shaibu-Musa, a youth officer with the Social
Policy Unit at the Commonwealth Secretariat, and Mr Bryan Vidal, Chief Executive
Officer of the Saint Lucia Youth Employment Agency.

Special thanks go to Raymond Prasad, Adviser and Head of the Debt Management
Unit, for his leadership, the staff of the Commonwealth DMU section, and Tesi
Uwibambe, for their support.

The views expressed in the report are those of the authors and do not necessarily
reflect the official position or policy of the Commonwealth Secretariat or any other
agency or government identified.






Acronyms and Abbreviations \ xi

Acronyms and
Abbreviations

ABCI
BRI
COVID-19
COMSEC
CF
DMU
DSA
DSSI
EMDEs
EMEs
GDP
GNI
G20
IDA
IFMIS
ILO
IMF
HIPC
LAC
LDCs
LMIC
MDRI
MOU
MSMEs
MTDS
MTBF
MTEF
MTFF
NEET

Australia, Britain (United Kingdom), Canada, and India
Belt and Road Initiative (China)

Coronavirus disease 2019

Commonwealth Secretariat

Common Framework (for debt treatment) (of the G20)
Debt Management Unit (of the Commonwealth Secretariat)
Debt Sustainability Analysis

Debt Service Suspension Initiative

emerging markets and developing economies
emerging market economies

gross domestic product

gross national income

Group of 20 (advanced and emerging economies)
International Development Association (of the World Bank)
Integrated Financial Management Information System
International Labour Organization

International Monetary Fund

Heavily Indebted Poor Countries

Latin America and Caribbean (region)

least developed countries

low- and middle-income countries

Multilateral Debt Relief Initiative

memorandum of understanding

micro, small and medium-sized enterprises
Medium-Term Debt Management Strategy
Medium-Term Budget Framework

Medium-Term Expenditure Framework

Medium-Term Fiscal Framework

not in employment, education or training



xii \ Acronyms and Abbreviations




1. Introduction

1.1 Context

Young people (youth) have gained increasing
prominence as key drivers of change and
development in both advanced and developing
countries. Accordingly, the topic of 'youth
development' has taken centre stage in
international and national policy dialogues and has
shaped governments' social policies on education,
skills development, employment and health in
recent years. Though several initiatives have

been rolled out to support youth development,
the success of these policy interventions largely
depends on a government's economic policy
stance, while the role of public debt financing’
cannot be overemphasised.

Public debt financing or government borrowing
plays animportant role in helping a government to
raise money to meet its budget deficit requirements
and to successfully execute its budget, including
priority social investments. However, public

debt levels have increased considerably, globally,
raising public debt sustainability concerns in most
countries, especially low and middle income
countries. Therise in debt vulnerabilities represents
considerable risks to a country's development

path and to the global economy as a whole. For
many economies, the onerous public debt that
exploded with the advent of the Coronavirus

2019 (COVID-19) pandemic continues to

impact economic and social growth targets and
governments' commitments to meeting the
Sustainability Development Goals (SDGs). With only
17 per cent of the SDGs on track (United Nations
2024a) and less than five years left until the 2030
deadline, the situation is alarming (ibid.).

Findings from the World Bank show that even
prior to the pandemic, fiscal sustainability risks
were rife in most countries with most International
Development Association (IDA) countries having
high public debt levels. These were further
exacerbated by the increasing budget deficits
recorded during the pandemic in 2020 (World
Bank 2024a). Recent reviews by the International

1 'Public debt financing' refers to government borrowing
(flows), whereas the ‘public debt' refers to the accrued
obligations outstanding at any time (stock).
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Monetary Fund (IMF) and the World Bank in early
20242 showed that the global economy remains
remarkably resilient, with growth holding steady.
However, we are not out of the woods yet. Though
actual public debt defaults remain low, more than
half of developing countries are faced with high
public debt-service obligations. The latest IMF
statistics (Gaspar and Pazarbasioglu 2024) show
that about 60 per cent of low-income developing
countries are either already in debt distress or at
a highrisk of debt distress and needing different
forms of support, including debt relief or other
innovative financing instruments.

High debt servicing costs, which are associated
with high public debt levels, pose a challenge for
low- and middle-income countries in maintaining
debt and fiscal sustainability. This could have a
ripple effect on the global economy. Itis, therefore,
not surprising to see continued pressure on the
international community to come up with decisive
solutions on this front. The sentiment echoed by
the IMF inits October 2024 Fiscal Monitor report
(IMF 2024a) suggests that for public debt to be
brought to a sustainable path, governments would
have to make larger fiscal adjustments —more
than twice the size of previous adjustments. These
should, however, be well calibrated to ensure that
growth targets are not compromised, which could
otherwise lead to large output losses.

Accordingly, though the global economy appears
to have avoided a recession in the wake of the
COVID-19 pandemic, looming global economic
vulnerabilities have not gone away with several
countries struggling to put their economies back
on a sustainable path. Hefty public debt burdens
and associated high debt servicing, among other
challenges such as climate risks, put a strain on
the optimal levels of investments needed in these
countries, which could have dire consequences for
their populations.

Young people and other vulnerable groups face a
higher risk of bearing the brunt of the looming debt
and climate crisis, as witnessed during previous

2 See, forinstance, IMF 2024c. From the contraction—by -2.7
per centinreal GDP during 2020 —the global economy has
shownresilience in expanding by 3.2 per centin 2023 and
was projected to repeat that performance in 2024.



economic crises. For instance, after the global
financial crisis in 2008, youth unemployment

rose rapidly in both developed and developing
nations. Furthermore, governments that found
themselves over-indebted were unable to pay for
essential public services such as education and
healthcare, resulting in adverse impacts on human
development outcomes in general, and on the
youth in particular.

In recent years, the alarming growth in youth
migration, widespread youth uprising and increased
rates of sexually transmitted diseases among

the youth are but a few of the social outcomes

of the economic and debt crisis in most low- and
middle-income countries. Research has established
that some key drivers of migration are high
unemployment rates and decline in other human
development measures. As countries, particularly
developing countries, grapple with the effects of

a high debt burden and constrained investments

in youth development, young people are often left
with no choice but to follow the already high level
of migration to urban centres or abroad, especially
towards Europe and North America.? The Joint
United Nations Programme on HIV/AIDS (UNAIDS)
highlighted in its recent report (UNAIDS 2024)

how increased debt vulnerabilities in countries
have been hampering efforts to end HIV/AIDS
(human immunodeficiency virus/acquired immune
deficiency syndrome) in sub-Saharan Africa, where
the disease affects more young people, especially
adolescent girls and young women.

These challenges are further worsened by the
rising incidence of climate change. As numerous
studies have shown, risks from climate change
have been intensifying the debt crisis in most low-
and middle-income countries and worsening the
plight of people who are marginalised, poor and
needy, including young people in those countries.
An IMF estimate found that 29 out of 69 poorer
countries eligible for concessional finance from
the IMF* were facing the twin impacts of high debt
and climate vulnerabilities (UNCTAD 2022). For
instance, countries like Ghana, Lebanon, SrilLanka
and Zambia, which defaulted on their debts recently,
are also climate vulnerable. The United Nations

3 Atotal estimated 281 million people were living in a country
other than their country of birth in 2020, 128 million more
thanin 1990; see: IOM (2024).

4 Under the Poverty Reduction and Growth Trust (PRGT) of
the IMF.
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International Children's Emergency Fund (UNICEF
no date) recently emphasised how children and
young people will continue to face some of the
worst effects from climate crisis intensification now
andin the years to come.

Itis clear how disproportionately the impacts

of debt and related climate risks affect young
people, who make up a core percentage in the
world population. This notwithstanding, youth

are often ignored while policy attempts are made
to address the twin challenges of climate and
debt. The sustenance of our future societies,
however, relies heavily on young people taking

an active lead in driving the structural changes
necessary — fuelled by the green energy transition,
technological advances and other sustainable
policies and practices —for a better future. Despite
entrepreneurial zeal, youth find themselves
constrained by lack of adequate opportunities to
fulfil their potential.

In recent years, the link between youth
development and national peace has become
evident in most countries. Young people are
becoming more vocal and increasingly influential

in building more stable, peaceful and sustainable
countries. The digital age, social media and online
platforms have empowered young people to control
the narrative and actively influence and reformat
political landscapes with collective action at
extraordinary speed. Hence, the current concerns
and demands of youth cannot be overemphasised.
Putting the spotlight on young people and
mainstreaming their concerns and needs should
become critical.

1.2 Linking public debt to youth
development

Each government's macroeconomic framework
provides a crucial driver of social development,
asithelps create a stable economy for growth
and equitable resource distribution. In recognition
of this, United Nations SDG10 mandates
governments to adopt fiscal policies that promote
inclusive development to ensure that no one is
left behind. To strengthen a government's fiscal
policy framework, one key area of concern has

to do with the sustainability of its public debt. It

is impossible to overstate how the global debt
crisis has hampered nations' economic and social
development over the years.



Public debt, be it mobilised externally or
domestically, provides a government with
additional resources to fill critical funding gaps in its
budget while allowing it to meet its development
goals. As such, government borrowing is often
seen as a necessary factor for economic growth.
However, unsustainable public debt poses
significant economic risks to governments. This
in turn can challenge a government's overall
commitments to provide social welfare toits
citizens, promote economic growth, implement
development projects, meet other targets
outlined in the SDGs and end extreme poverty
more generally.

Forinstance, due to unsustainable debt burdens,
governments are compelled to spend more

on debt servicing and less on the SDG priority
areas such as education, health, infrastructure
and climate action. This notwithstanding, public
debt can also offer benefits. Assumingitis
well-managed, borrowing can be an important
source of funding to facilitate economic and social
development. It can enable long-term investment
aimed at growth-enhancing projects while also
protecting vulnerable groups in society. Debt can
also help support financial market development
and deepening, while at the same time playing an
important role during times when expansionary
fiscal policy to stimulate economic activity is
needed (Ayhan Kose et al. 2020).

The challenge to achieving the benefits is ensuring
that the risks associated with public debt are

well managed and the government remains
creditworthy, without sacrificing the country's
development priorities. At a time when there

is a call for more non-debt creating finance to
support the SDGs, the reality is that countries will
keep on borrowing to support their development
agendas. The onus is on governments to ensure
thatin diversifying and embracing different forms
of borrowing, they keep strict adherence to basic
principles of effective debt management. The goal
should be to maintain public debt at sustainable
levels to minimise the negative impacts on
economic and social development.

As the public debt burden worsens, it poses

a challenge not only to the economy and
achievement of the SDGs, but also to youth
development, whichis one of the key pillars to the
attainment of the SDGs. It is, therefore, critical that
governments and all stakeholders involved in public

1. Introduction\ 3

debt management think of public debt not merely
as abstract financial numbers. Behind the trends
and statistics are the lives of real people, including
young people and other marginalised groups, who
are likely to be hit the hardest.

While debates on the social impact of unsustainable
debt burdens have pinpointed groups such as
people living in poverty, women and the needy

in general, the same focus on the impact of high
borrowing levels specifically on youth around the
world has not been that prominent. It is probably
true to state that evidence to support the impact
of public debt on young men and women has up to
now been limited. The development of a blueprint
containing practical actions and solutions linking
public borrowing, public debt sustainability and
youth development is therefore timely.

Admittedly, public debt has helped to provide a lot
of social infrastructure including schools, hospitals,
health centres and support to small and medium-
sized enterprises (SMEs), which have all contributed
to youth development. A lot of multilateral and
bilateral financing (mostly concessional) has gone
to support social investments in the past. However,
at the point where debt is not effectively managed
and becomes unsustainable, all the gains made are
eroded. In the future, young people will bear the
brunt of the unsustainable debt, and this is the key
message of this report.

1.3 Purpose of the report

At the Commonwealth Secretariat, important
challenges like climate change, gender and debt
management are already major areas of advocacy,
complementing efforts by other international
agencies. Building on our interventions in
supporting the youth agenda, the Commonwealth
Secretariat believes that there is scope to provide
thought leadership on the implications of rising
and unsustainable public debt levels, specifically on
youth development and welfare around the world.
At a time when sovereign debt vulnerabilities seem
prevalentin most economies — especially from
post-COVID-19 and with the threat of another
lost decade looming — putting the spotlight on the
impact of unsustainable debt burdens on youth
development and other youth-related social
activities is a worthy objective. It is time for the
international community to stimulate fresh thinking
and further the debate on the rising public debt and
youth development nexus.



This report mainly aims at raising awareness

among policy-makers, development actors, youth
and other stakeholders on the long-term effects

of fiscal policies on youth development. Building

on the work being done in addressing youth
development in the Commonwealth and globally,
the report puts forward a blueprint containing policy
and other actions that countries will be able to use
in practically dealing with the challenges of high
public debt on youth development.

In this light, the report suggests practical ways that
policies could be mainstreamed and embedded
within their public financial management (PFM)
frameworks, while placing public debt and youth
development initiatives side-by-side with other
ongoing policy prescriptions. Added value can be
reaped if, in tandem, a more innovative macro-
fiscal framework is adopted in supporting a more
resilient, inclusive and sustainable development.
Countries will be able to use the report to develop
their own plan for implementing the targeted
activities being proposed. This will allow their public
debt management framework to fully embrace
youth financing and other actions in support of
youth development.

The success of this proposed initiative may be
critical in shaping the future of the Commonwealth,
where the youth make up about 60 per cent of

the total population, and considering also that
young people are instrumental in influencing future
social and economic development. Accordingly,
country strategies that can successfully link
financing through borrowing to providing the
rightful voice for young men and women will be
beneficial to society at large and will help in creating
the necessary environment for a peaceful and
sustainable world.

Akey limitation in developing this report was

the absence of much granular data on youth
metrics, such as the how much of government
health, education and social services budgets
go directly to support young people. Accordingly,
alot of inference has been drawn based on the
available data.

1.4 Structure of the report

The reportis organised as follows.

4\ Public Debt and Youth Development in Commonwealth Member Countries

Chapter 2 discusses youth development, looking
at the progress made by countries to advance
youth development in line with the Sustainable
Development Goals. The chapter focuses on the
2024 Commonwealth Youth Development Index to
discuss progress made within the Commonwealth.
It also brings to the fore some of the challenges
faced by the youth.

Chapter 3 provides an overview of effective debt
management within the overall public financial
management (PFM) and fiscal frameworks.
Foremost, it makes the case for a macro-fiscal
framework that provides a better platform not
only for achieving much-needed resilient, inclusive
and sustainable development but also where
investment in support of youth development can
be better targeted.

Chapter 4 explores some of the financing
challenges faced by countries and their impact on
financing youth development. It looks at declining
aid and concessional financing and the rise for
commercial financing in countries.

Chapter 5 draws on discussions from Chapters

3 and 4 and discusses the growing public debt
levels globally and within Commonwealth member
countries. It highlights relevant trends in debt levels
and key debt indicators. The chapter also highlights
issues of rising debt cost and debt vulnerabilities
within the Commonwealth and small states

in particular.

Chapter 6 highlights the impact of debt burdens
on youth and in meeting the wider SDGs. Using
data from the Commonwealth, an attempt has
been made to discuss how unsustainable debt has
impacted young people in terms of indicators such
as employment, unemployment, access to finance,
equality and climate change.

Chapter 7 provides a set of recommendations on
policy and other stakeholder actions for dealing
with the challenges of high public debt on youth
development, as well as practical ways that those
policies could be mainstreamed and embedded
within existing initiatives as well as within
countries' PFM.

Chapter 8 concludes with a forward-looking
perspective.
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2. Youth Development in the
Commonwealth

Youth are considered to be a critical population
group who are widely affected by social and
economic decisions by governments and who have
the potential to shape future social and economic
development. Since 2015, global development
actors have made efforts to look at the concerns
of youth as the 2030 Agenda for Sustainable
Development was adopted by countries. The
United Nations Sustainable Development

Goals directly address the economic, social and
environmental needs of young people.

The last two decades have witnessed substantial
progress in reducing poverty, alleviating hunger,
tackling inequality and improving outcomes for
many of the world's poorest and most vulnerable.
However, according to the UN (2018a), progress
has been uneven. For instance, inequality has not
only persisted, but in many instances widened,
with substantial numbers of people, including
youth, excluded from full participation in economic,
political and social life. Specifically, the conditions
of young people within vulnerable or marginalised
groups —including indigenous people, persons
with disabilities, migrants and refugees, people
living in poverty, as well as girls and young women
—suggests the 2030 Agenda may not be achieved
unless itis based on the basic principles of
inclusiveness and shared prosperity.

To address these challenges, which are discussed
in detail in this chapter, governments must take
deliberate steps to better integrate the youth
development agenda in both their economic

and social policies. There is the need to scale
investments in education and health and create
employment opportunities for youth while
guaranteeing that every young person, regardless
of gender, income, ethnicity or disability, has

an equal chance to survive and thrive. Itis also
important to involve youth in decision-making.

The Commonwealth Secretariat has been
championing youth development across

the Commonwealth for more than 50 years
through international and regional advocacy

and by providing dedicated technical assistance
programmes to support countries to strengthen

national and regional youth policies and create
youth development frameworks, guidelines and
tools. The Secretariat supports the effective
participation of young women and menin
development processes and promotes their
engagement at all levels of decision-making,
including with Heads of Government.

The Commonwealth Secretariat further provides

a unigue platform for youth to showcase and
celebrate their achievements in driving democracy
and development. The Secretariat convenes
Commonwealth Youth Ministers Meetings, where
all youth ministers across the Commonwealth meet
to deliberate on advancing youth development

and advocate for increased investments in youth
ministries and programmes.

2.1 Population dynamics: a
growing young population

The structure of the population has a profound
impact on shaping both economic and social
policies for economic growth and development
across regions. Over the last four decades, the
age distribution of the world population has
changed quite significantly. Figure 2.1 shows two
predominant changes in the age structure of the
population: an increase in the aged population aged
over 65 years, mainly attributed to the declinein
mortality rates; and a simultaneous increase in the
population of the youth aged 15-24 years.

These population changes have economic
implications for governments with an increased
demand for the provision of public services for

both the aged (including healthcare, pensions and
other social services) and the youth (including
healthcare and education). There is, however, a
higher disproportionate economic burden placed
on the youth population, by way of increased

taxes, to provide these social services for the aged
population. This increased burden on young people,
therefore, requires high and quality investmentin
youth development to ensure that young persons
are well equipped to contribute productively to the
economy. This assertionis the focus of this chapter.
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Figure 2.1 World population pyramids (Top —1985; Bottom —2025)

World population by age and sex: 1985

Age Year of birth
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The definitions of 'youth' or 'young person’ vary the ages of 15 and 24 years. In most cultural or
widely across entities, mainly influenced by cultural, traditional settings, the perception of youth goes
social or legal settings. Within the Commonwealth, beyond age to a period of transition in an individual's
'youth'is defined as young persons aged between life cycle. Itis the time when a young person takes
15 and 29. The United Nations (UN 2024c), on greater personal, family, communal and financial

however, defines 'youth' as persons between responsibilities. It also signifies a period when an
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Figure 2.2 Youth aged 15-24 years, by region (1950-2060)
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individual embraces specific roles, rights and needs
and demonstrates their varying capabilities.

Within the Commonwealth, the total population

of youth is estimated at 1.5 billion, which is

about 60 per cent of the total population of the
Commonwealth of about 2.7 billion. The growth of
the young population within the Commonwealth

is reminiscent of the rest of the world. Using

the UN classification of youth, the population of
youthis 1.2 billion, representing 16 per cent of

the global population and the largest generation

of young people in history. This is expected to
increase further, with about 1.9 billion young people
projected to turn 15 years old by 2030 (UNOSD
2020). About 90 per cent of youth live in developing
countries, where they make up a large proportion of
the population (see Figure 2.2).

However, according to UN projections, the
growth in the youth population is uneven across
the regions. Growth is estimated to stabilise in
most regions except for Asia and Africa. Growth
in the youth population is expected to continue
in Asia, reaching its peak in 2080. That of Africa
may continue to grow throughout the remainder
of the twenty-first century, more than doubling
2015 levels by 2055. These expected trends are
illustrated in Figure 2.2.

The trends confirm the growing importance of youth
in shaping the future of our societies. It is, therefore,
important that governments take a deliberate
approach youth development and create social
policies that are inclusive, bridge the social divide,
and provide equal opportunities to young people so
they are empowered to contribute meaningfully to
the development of societies now and in the future,
thereby contributing to global peace.

T T T T T T T T T T 1
1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050 2060

2.1.1 Demographic dividends from
growing youth population

The growing youth population also provides
potential for economic growth; this is often referred
to as 'demographic dividends'. A demographic
transition that involves an increase in the working-
age population in a country provides it with a
window of opportunity, which if properly harnessed
can generate a 'dividend’ for higher economic
growth. This dividend accrues by way of a larger
labour pool, increased productivity, increased
savings and investments, social stability, among
others. Alarge or growing youth population

is, therefore, a prerequisite for harnessing the
dividends in the medium to long term.

For example, some proponents believe that the
period of rapid economic expansion in several
countries in Asia, referred to as the ‘Asian Miracle’,
could be attributed to these countries having
taken advantage to harness the dividends from
their population structure. The change in the

age structure in East Asia —with the working-

age population growing much faster than the
dependent groups in society from 1965 to 1990 —
was instrumental in bringing about one-third of
economic growth.

As shown in Figure 2.1, the youth group and
working population in general is expected to
expand in 2025 and this presents an opportunity
for most economies to harness the economic
growth potential of their young populations. The
International Monetary Fund (IMF) (Fornino and
Tiffin 2024) has pointed out that demographic
transition, particularly in Africa, could present
sub-Saharan Africa with the biggest single
opportunity for economic growth. Further, in the



September 2023 (IMF 2023) edition of Finance and
Development magazine, the author highlighted
that according to UN projections, eight countries
in the world were expected to account for more
than half the increase in global population over the
next three decades, with five of these countries
beingin Africa. The working-age populationin
these African countries is expected to grow faster
than any other age group. This phenomenon has
the potential to spur growth in Africa, with some
African economies emerging as economic giants
in the foreseeable future. On the other hand,

this demographic transition may also lead to
increased social unrest in these countries if youth
development is not prioritised.

Note, these dividends are not realised
automatically. Two factors that are critical to
shaping how the benefits are realised include the
level of human capital development among young
people and labour absorption. Governments must,
therefore, take decisive action to take advantage
of these factors by putting in place policies to
enhance education and develop youth's capabilities
and provide the right work opportunities for them.
The World Bank (2024f) asserts that despite the
growthin the youth population, some South Asian
countries have failed to fully realise demographic
dividends owing to lack of job opportunities or
employment barriers. It observes that South Asia’s
employment ratio, which measures the proportion
of the working population that is currently
employed, was 59 per centin 2023, compared with
70 per centin other emerging markets.

Another factor that accounts for countries not
being able to realise demographic dividends is
migration. In most developing countries, alarge
proportion of young people (both skilled and
unskilled) facing limited economic, health and social
opportunities, find themselves with no alternative
than to seek better opportunities abroad. According
to the UN 2020 World Social Report (UN 2020a),
demographic differences between countries

have been associated with migration. Economies
facing rapid population growth can put pressure

on social services and infrastructure and drive
unemployment up. Large groups of youth entering
the labour force might compel some of them to
search for jobs in other countries. Overall, the
estimated number of international migrants has
increased over the past five decades, reaching an
estimated 281 million people in 2020 (IOM 2024).
About 32 per cent of the current international
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migrants in the world are estimated to be in the age
range of 15-34 years (Woldegiorgis 2023).

At a time when many countries are facing a financial,
economic and debt crisis, the ability to scale up
investment in education and related areas that
are important for youth development is acutely
constrained, thereby denying the country of the
expected dividends from its youth population.
Itis, therefore, important for governments to
ensure optimal investment in youth development
to provide youth with the necessary skills and
opportunities to contribute to the growth of

the economy.

2.2 Youth development and
empowerment: catalyst
for economic growth and
development

The discussions in the previous section bring to

the fore the importance of governments putting

in place cogent policies to develop the potential

of youth, as they contribute to the economic

growth and development of a county. Youth
development encompasses a broad set of initiatives
to support young people to acquire the attitudes,
competencies, values and social skills that they
need as they grow and contribute meaningfully to
society, becoming a positive force for development.
It is well established by research (UN 2020b, Chapter
2) that there is a direct relationship between youth
development — particularly access to education,
health and other essential services, and access to
capital —and long-term sovereign economic growth.

Hamilton et. al (2004) define youth development as
encompassing a natural process of development
where a young person has the capacity to
understand and act on the environment and a set
of principles and initiatives set by all stakeholder
groups, at the local, state, national and international
levels, to support the growing capacity of all

young people. The Commonwealth Secretariat's
Youth Development Index (YDI) defines youth
development to be ‘enhancing the status of

young people, empowering them to build on

their competencies and capabilities for life'. It
enables young people to contribute and benefit
from a politically stable, economically viable and
legally supportive environment, ensuring their full
participation as active citizens in their countries’
(Commonwealth Secretariat 2020).



Closely related to youth development is youth
empowerment, and though these are often used
interchangeably, there is a need to be aware of the
distinction when creating social policies so that
the objectives of either are not sacrificed. Youth
empowerment seeks to provide young people with
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the opportunity to get involved and be integrated
into decision-making processes.

Since 2015, there have been concerted efforts
from development actors to address the concerns
of youth through the adoption of the 2030 Agenda
for Sustainable Development and subsequent

Box 2.1 Some key SDGs focused on youth development

Reduce inequality within and among
countries: SDG10

SDG10 seeks to promote inclusive growth and
development by reducing social, economic and
political inequalities within and across countries. It
addresses various forms of discrimination against
young people and ensures that youth have

equal access to opportunities, irrespective of
gender, ethnicity orincome status. It specifically
mandates governments to adopt fiscal and social
policies that promote equality.

Youth education: SDG4

This goal focuses on inclusive and equitable
quality education and the promotion of lifelong
learning opportunities for all. Efforts are required
to ensure that young people everywhere have
access to free, equitable and quality education,
backed by targeted training opportunities.

While progress has been seen across different
regions, many educational systems are

beset by inadequate infrastructure, lack of
opportunities, and affordability and accessibility
concerns. In addition, many education and
training systems are not able to adequately
prepare young people to face economic and
social challenges. Insufficient and/or poor-
quality education, training and employment
exacerbate the social and economic
marginalisation of youth.

Decent work and employment creation: SDG8

The provision of decent work opportunities
and mechanisms for employment creation are
integral to the SDGs. Young people consider
availability of decent work as crucial for their
future. Youth employment is known to have a
multiplier effect for the economy at large.

The present challenge lies in simultaneously
creating jobs for the expanding youth population

and addressing related concerns such as the skills
mismatch, working poverty and the suboptimal
school-to-work transition situation, especially in
the developing world.

Dealing with climate change and its impacts:
SDG13

Climate change, environmental degradation and
loss of biodiversity are issues that no one can
ignore. The poor and the most disadvantaged,
and youth within that group, are particularly
exposed to environmental impacts.

In dealing with the climate crisis inevitably faced
by every economy, young people know they can
scale up their efforts and make good use of their
knowledge to support and implement climate
action. In that sense, they can become important
agents for change, besides merely being victims
of climate change.

Commitment to peace, justice and strong
institutions: SDG16

SDG16 prescribes the commitment to ‘promote
peaceful and inclusive societies, provide access
tojustice for all, and build effective, accountable
and inclusive institutions at all levels'. In UN
Secretary General's remarks on the 2023
International Day of Democracy, he warned that
civic spaces were shrinking, particularly in a time
of global tension and turmoil, and emphasised
the importance to 'expand meaningful
participation of young people in decision-making
processes at every level'.

Throughout history, youth have been involved
with several initiatives, actions and protests —
having often been among the first to speak
and stand up. As such, they are recognised

as powerful and active agents of change in
democratic systems.

Source: UN (n.d)
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Box 2.2 Social entrepreneurship initiatives

Jamaica Social Stock Exchange

Access to funding is a major challenge for young
social entrepreneurs. Creative financial solutions
need to be developed in a manner that supports
the inclusion of all types of social entrepreneurs,
including youth. Jamaica, for example, has
developed an initiative designed to better
connect social entrepreneurs and investors.

The Jamaica Social Stock Exchange (JSSE) is
being pioneered by the Jamaica Stock Exchange
(JSE). It provides a venue for socially responsible
investors — people interested in contributing

to improving the quality of life through socio-
cultural and economic improvements as well

as contributing to sustaining the physical
environment. The JSSE will be facilitating the
localisation of the SDGs through the mobilisation
of social capital. The initiative firmly believes that
‘sustainable growth in the social sector is good
for business' as well as subscribing to the SDGs.
Five key themes of people, planet, prosperity,
partnerships and peace (‘the 5Ps') have been

targeted through the mobilisation of social capital.

implementation of the SDGs, which directly
address the economic, social and environmental
needs of young people. A central principle of the
2030 Agenda is the assurance that 'no one will be
left behind' and the SDGs have deliberately covered
the objectives of both youth development and
youth empowerment. The UN rightly acknowledges
the active role of youth in developing the 2030
Agenda (UN 2018b) and notes that "The active
engagement of youth in sustainable development
efforts is central to achieving stable, sustainable
and inclusive societies by the target date of 2030.

It would avert the worst threats and challenges to
sustainable development, including the impacts of
climate change, unemployment, poverty, gender
inequality, conflict, and migration' (UN 2018a).

Allthe SDGs touch on core aspects of youth
development and empowerment, and it is,
therefore, important for governments to design
a comprehensive programme which targets the
different goals. About 90 indicators across the 17
SDGs are considered important and have been
specifically defined as being youth-related SDGs.
Box 2.1 highlights some key SDGs focused on

UPSHIFT

UPSHIFT is aninitiative by UNICEF and Generation
Unlimited (a global partnership working to prepare
young people to become productive and engaged
citizens). UPSHIFT is a youth social innovation and
social entrepreneurship programme designed to
build skills and opportunities for young people who
are disadvantaged due, for instance, to poverty,
gender, disability or ethnicity.

The programme offers social innovation
workshops, mentorship, materials, incubation
and seed funding to equip youth ‘with the skills
and resources they need to identify problems
in their own communities and design solutions
for them'. It also helps young people build skills
for life, employment and entrepreneurship
while the solutions they develop also benefit
the wider communities. As at end 2024, about
5.2 million young people (56 per cent girls and
young women) had completed the UPSHIFT
programme across 56 countries.

Source: UN (2020b)

youth development. Youth development and
empowerment are multifaceted and involve
providing opportunities for young people in the
areas of education, health, innovation, employment,
equality and inclusion, peace and security, and
political and civic participation.

The 2030 Agenda offers a unique opportunity

to bring together development actors — policy-
makers, the private sector as well as young
people —to collaborate and produce effective
and innovative solutions aimed at enhancing
social and economic development. This
requires, among others, addressing mismatches
between available education and training and job
market demands, and scaling entrepreneurship
and innovation.

First, itis important to provide youth with quality
education and/or vocational training to give

them the necessary skills for the labour market.
Some of the benefits of quality education include
higher employment rates, increased productivity
and upward social mobility. These culminate into
economic growth and reduce inequality in society.



Second, it is crucial that the education given to
youth is aligned to the needs of the labour market.
The 'quadruple and quintuple innovation helix
framework' provides a model for policy-makers to
address some of these labour market concerns.
Essentially, the framework looks at how entities
like university, industry, government, civil society
(public) and the environment could come together
and use knowledge to create opportunities

in society. By integrating these entities, the
framework helps align education, industry needs
and policy support, reducing labour market
mismatches and fostering a more adaptable and
resilient workforce. By adding the fifth element

of the environment, it allows for integrating
sustainability into workforce development,
learning from nature (given the climate crisis that
the world is facing) and the creation of innovation
such as green technologies, etc. (Caravannis

etal. 2012).

Entrepreneurship and innovation can also have
an impact on transforming the current and
future economy. Equipping youth with the right
skills can spur innovation and entrepreneurship,
which can lead to job creation. Youth social
entrepreneurship can make a difference to

the 2030 Agenda has been shown to be a
practical and viable option. It allows a range of
development partners from all sectors to come
together and partner with young people to
generate employment and raise welfare.

2.3 Measuring progress:
Commonwealth Youth
Development Index

The global Youth Development Index, first
developed by the Commonwealth Secretariat in
2020 and updated in 2024, has been used to track
progress being made by countries in addressing the
concerns of the youth and considering the SDGs.
As pointed out earlier, different agencies continue
tointervene at the global, regional and country
levels to push forward the youth development
agenda, including having a common measure to
track progress being made over time and especially
at the country level —as provided by the YDI.

The global Youth Development Index (YDI) is a
composite index of 27 indicators that measures
youth developmentin 181 countries, including

50 Commonwealth countries. The indicators are
measured across six the domains levels of: health
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and well-being; education; employment and
opportunity; equality and inclusion; political and civic
participation; and peace and security. Details of the
indicators can be found in Appendix A of this report.

2.3.1 Overall performance

The 2023 YDI showed that progress on youth
development had continued, albeit at a slow

pace. On the global front, the global average YDI
score improved by 2.8 per cent over the period
2010 to 2022. While the improvement in youth
development has been visible, not all young people
around the world have benefited equally. A total of
166 (90.7 per cent) of the 183 countries included in
the 2023 YDl registered improvements in their YDI
score over the 12-year period. The largest visible
gains were registered in Haiti, Cote d'lvoire and
Myanmar. On the other hand, 17 countries suffered
adeclineinin their YDI scores during the same
period. The most acute deterioration was seenin
Niger, South Sudan and Syria.

Exploring regional performances, it was found

that all nine regional groupings tracked in the YDI
report registered improvements in their average
YDl scores from 2010 to 2022. The largest
improvement in average youth development
levels was recorded in sub-Saharan Africa at 3.8
per cent, followed by South America, South Asia,
Asia-Pacific, and the Russia and Eurasia region.
The smallest improvement over 2010 to 2012 was
seenin the Middle East and North Africa (MENA)
region, with only 1.38 per cent change. Itis worth
noting that despite sub-Saharan Africa having
recorded the most significant improvement in
youth development over the period, it remained
the region with the lowest average level of youth
developmentin the world in 2022, with a score

of 0.653. In fact, nine of the ten lowest-ranked
countries inthe 2023 YDl are in sub-Saharan Africa.

Turning to the Commonwealth, member countries
recorded an overall average improvement in youth
development of 2.6 per cent over the period, which
is lower than the global average of 2.8 per cent.
Since 2020, the improvement has been minimal at
0.24 per cent, reinforcing the finding that, though
positive, the pace of progress has remained very
slow. Lesotho, Malawi, Mozambique, Nigeria and
Tanzania were the lowest-ranked Commonwealth
countries inthe 2023 findings. Table 2.1 lists the
Commonwealth countries with the lowest YDI
scores inthe 2023 index.
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Table 2.1 Commonwealth countries with the lowest Youth Development Index (YDI)

scores (2023)
Country Region YDI rank Commonwealth Change in Commonwealth
2023 rank 2023 rank since 2020 report
Mozambique Africa 17
Nigeria Africa
Tanzania Africa 16
Papua New Guinea Pacific
Cameroon Africa

Source: Commonwealth Secretariat YDI (2024)

The Commonwealth country performance 2.3.2 Performance by domain
across regions reflected a similar disparate
distribution of youth development. Sixteen (16)
countries remained in the low category of youth
development, while 15 countries fell in the medium
category. Thirteen (13) Commonwealth countries
recorded a high level of youth development and 6
recorded very high levels of youth development.
Of the 50 Commonwealth countries included in
the 2023 YDI, 47 (94 per cent) improved their YDI
score. Unfortunately, the overall scores for Belize,
Canada and Cyprus deteriorated. On average, all

Looking specifically at the six domains tracked by
the YDI, the performance was quite encouraging,
meaning countries have made some progress

in advancing youth development. On average,
Commonwealth member countries registered
progress in all six YDl domains over the 12-year
period reviewed. The largest improvements
were seen in the political and civic participation,
employment and opportunity, and education
domains (Figure 2.3).

Commonwealth regions improved their score over Political and Civic Participation saw an
the 12-year period. Africa and Asia recorded the improvement of 5.8 per cent, while the
highest increases. employment and opportunity and education

Figure 2.3 Percentage change in the Commonwealth’s average YDI domains
(2010-2022)

Political and civic participation
Employment and opportunity
Education

YDl overall score

Equality and inclusion

Health and wellbeing

Peace and security
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Source: Commonwealth Secretariat YDI (2024)



domains progressed by 5.0 per cent and 3.8 per
cent, respectively. The smallest improvement

in the Commonwealth was seen in peace and
security, which improved by a mere 0.7 per cent.
Over thelast 12 years, the average literacy rate
in the Commonwealth showed an improvement
for both young men and young women. School
completion for the Commonwealth improved on
average by over 6 per cent. It was also noted that
fewer girls in the Commonwealth were getting
married before age 18.

While recognising that such long-term thematic
gains have been encouraging, the YDl report

also observed that fewer young people in the
Commonwealth were dying from interpersonal
violence, conflict and terrorism. On the other hand,
the peace and security domain showed a slight
decrease of 0.27 per cent between 2018 and 2022.
This would suggest that young people have been
living in more violent environments, which no doubt
affects opportunities for them to pursue their
dreams and aspirations.

2.4 Challenges facing youth and
youth development

The opportunities and progress notwithstanding,
the growing population of young people also
presents both social and economic challenges to
government. These challenges are often worsened
in periods of crisis, as witnessed during the recent
COVID-19 pandemic, and impede the holistic
development of youth. According to the results
of a survey carried out by the Organisation for
Economic Co-operation and Development (OECD
2020), young people, and especially vulnerable
youth, strongly felt that the crisis from the
pandemic posed considerable risks in the fields of
education and employment, among others.

Education

Education access and quality is a major social
challenge facing youth and impeding youth
development. Some gaps persisting in education
and training include inadequate infrastructure,
poor quality of teaching, the high cost of education
and a generallack of inclusion. A lot remains to be
done. First, efforts by countries to increase school
enrolment have not been even across the various
levels of schooling. Efforts have gone into scaling
up enrolment in primary education, with a lot of
countries, particularly developing countries, having
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rolled out free basic education for the primary
levels. Unfortunately, enrolmentin secondary and
tertiary education remain low, particularly in most
developing countries. About 142 million young
people of upper secondary age are reported to be
out of school (UN 2018a).

Technology is also a factor that continues to
exclude young people from accessing education.
Although technology has transformed the way
educationis accessed and delivered, youth from
low-income communities are beset with challenges,
including lack of electricity, computers and internet
connectivity. These continue to drive a digital divide
that hampers youth with marginalised backgrounds
from accessing education equitably. The COVID-19
pandemic presented an instance of the worrying
technological divide in education, as most youth

in developing countries were unable to access

any form of education and training during the
lockdown period. Other factors such as inadequate
technical and vocational training, skills development
and entrepreneurship continue to challenge

youth education.

Unemployment

Another major challenge for youth development

is youth unemployment. According to the
International Labour Organization (ILO 2022), the
COVID-19 pandemic escalated numerous labour
market challenges generally faced by young people.
Between 2019 and 2020, young persons aged
between 15 and 24 years experienced a much
higher percentage loss in employment than adults.”
Many from that group either dropped out of the
labour force or failed to enter it altogether, due to
the acute difficulty of securing employment when
lockdowns and confinement measures were being
imposed by many governments and employers who
suffered marked losses in revenue as a result of
business closures.

Global youth employment declined by 34

million between 2019 and 2020. This increase in
employment losses by close to 50 per centin 2020
led to a significant rise in the number of young
people classified as 'not in education, employment
or training' (NEET). While the COVID-19 crisis has
passed, the labour market outcomes for young
peopleis yet to return to pre-pandemic levels.

For Instance, the global youth employment-to-
population ratioin 2022 was 34.5 per cent, which

5 Defined asthose aged 25 years and above.



is about 0.7 percentage points below the ratio in
2019. By region, unemployment rates were still high
compared to the pre-crisis period. Employment
rates remained especially subdued in the Arab
States, East Asia, sub-Saharan Africa and South
Asia (ILO 2023).

Another related challenge faced by young people
relates to the scarcity of formal job opportunities,
which would either result in them being unemployed
or force them to accept positions for which they are
overeducated. Data from the OECD (2024) showed
that only 41 per cent of African employeesin 2022
held an occupation matching their education level,
compared to 49 per centin developing Asia, and 57
per centin Latin America and the Caribbean. Highly
skilled workers and students have tended to leave
their home countries to look for greater professional
and educational opportunities abroad. In 2021, nearly
600,000 African students in tertiary education (3.3
per cent of all tertiary-level students) left to pursue
their studies abroad. Such outflow was greater than
that seen from developing Asia (1.8 per cent), and
Latin America and the Caribbean (1 per cent).

To address the challenges with youth
unemployment, several countries have implemented
unemployment protection schemes. Yet the
effectiveness and coverage of these schemes
remain limited. According to the ILO (2024), 93
countries and territories have implemented
unemployment protection schemes that are mainly
structured as social insurance schemes and other
tax-financed mechanisms. Many countries also
have conducted consultations to design or reform
their unemployment protection schemes. However,
effective coverage of unemployment protection
schemes remains inadequate. As of 2023, only 16.7
per cent of the global unemployed were receiving
benefits with such trends depicting disparities
across different regions. More worrying, it was found
that youth, self-employed workers, digital platform
workers, as well as agricultural and migrant workers,
often did not have any form of unemployment
protection when they lost their jobs or earnings.

Youth Participation

Youth participation in decision-making continues
to be a challenge, despite efforts to get more
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youth involved in social, economic and political
decision-making processes. The World Economic
Forum's Global Shapers (2021a)® note that 'Even
before the onset of the crisis, the social and
economic integration of young people was an
ongoing challenge.’ The Global Shapers 2017
Survey, when young people were posed with the
statement ‘In my country, young people’s views are
considered before important decisions are taken’,
about 55.9 per cent of respondents’ disagreed
(World Economic Forum 2017).

Limited Financing

Turning to the economic challenges facing youth
development, the dearth of financial resources
channelled into the youth sector remains a major
issue. The lack of resources arguably affects the
social factors discussed above by impeding the
optimal resource allocation to provide the essential
services in education, health, employment, etc. for
the youth to thrive. Limited finance is particularly
exacerbated in periods of crisis or economic
downturn when public debt levels rise.

In conclusion, youth development has taken
centre stage ininternational discourse as
countries and international players seek to
support youth to contribute to the economic
growth and development of their communities.
However, development for young people is
challenged by resource scarcity, especially in
developing economies.

The following chapters will explore what role public
debt has played in exacerbating optimal resource
allocation to the youth sector. They will also offer
some solutions.

6 Createdin 2011 by the Forum's Founder, Klaus Schwab, the
community represents a scalable network of more than
15,000 young people driving dialogue, action and changein
over 450 cities worldwide.

7 'Millennials’, who were born between the mid-1980s and
before 2000.
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3. Aligning the Fiscal Framework
for Sustainable and Inclusive

Development

In the earlier chapters we discussed the importance
of public investments, including investment in
youth development, in ensuring long-term growth.
A government's fiscal policy is the key enabler for
both public and private investments. It is therefore
crucial that the government's fiscal framework is
well aligned to support sustainable and inclusive
development. The 'fiscal framework' refers to

fiscal rules,® regulations, as well as processes and
established procedures that decide how a country's
national budgetary policy is planned, approved,
implemented, and importantly, monitored and
evaluated. Fiscal frameworks essentially help to
promote fiscal transparency, accountability and
long-term fiscal and public debt sustainability.

Fiscal frameworks can assist governments’
efforts in efficiently channelling available public
resources towards sound and sustainable public
investment and bring in private capital to fund
critical investment gaps. The framework can also
be useful for monitoring the efficiency of public
spending programmes adopted and implemented
by governments. Key components of the fiscal
framework include the fiscal rules and Medium-
Term Budgetary Frameworks (MTBFs). Fiscal rules
are restrictions on fiscal policy set by a government
to constrain its own decisions on spending

and taxes.

Very often, governments establish that the budget
deficit should remain below a certain level. In

times of crises, these fiscal rules could be limiting.
Immense pressures on a government could compel
it to increase spending to address challenges —as
seen with the recent pandemic. It is important for
fiscal rules and fiscal frameworks to be resilient and
flexible in dealing with shocks and other unforeseen
challenges. An accommodative fiscal policy stance

8 A'fiscalrule'is along-lasting constraint on fiscal policy
through numerical limits on budgetary aggregates. Fiscal
rules typically aim at correcting distorted incentives
and containing pressures to overspend, particularly in
goodtimes, so as to ensure fiscal responsibility and debt
sustainability (see: Davoodi, HR, et al. (2022).

may be necessary to spur grow and address the
innumerable risks —including those from climate
change, supporting the SDGs, and dealing with
uncertainties faced by the most vulnerable in
society such as young people and the needy.

Fiscal frameworks, however, do not on their

own assure fiscal sustainability. It should be
anchored on a strong regulatory and institutional
environment is necessary to ensure that fiscal
policies are well designed, executed and monitored.
Establishment of independent fiscal institutions
(IFls) or fiscal councils® and a strong Public Financial
Management Act, are some key institutional and
legal requirements. Accordingly, governments

that establish strong fiscal frameworks and
institutions can effectively develop the right fiscal
policy mix (in terms of tax and expenditure) and
better address the resulting fiscal deficit without
sacrificing the nation's development priorities, such
as youth development, greening the economy and
gender mainstreaming.

3.1 Fiscal policy and debt
management

Itis important to highlight the link between

fiscal policy and debt management. As pointed
out earlier, a sound fiscal framework seeks to
promote transparency and ensure overall fiscal
and debt sustainability. In so doing, it is important
to ensure that the fiscal policy is not distortionary
and will stabilise output, improve resource
allocation and remain consistent with the debt
management objective.

Poor fiscal policy can have a serious impact on
the effectiveness of debt management as tax and
expenditure policies determine the levels of deficit

9 A'fiscal council'is an autonomous agency with a statutory
or executive mandate to assess a government's fiscal
policies, plans and performance against the short- to
medium-term macroeconomic objectives set out by the
government, to ensure long-term fiscal sustainability
macroeconomic stability.



and the amount of debt that needs to be issued.
Tax and expenditure levels therefore inevitably
determine the amount of debt that needs to be
issued. In tandem, the debt structure will affect the
fiscal cost of debt servicing and, if the latter is left
unchecked, can fundamentally jeopardise fiscal
sustainability. Accordingly, policy co-ordination is
fundamental to meeting both the fiscal objectives
and the primary public debt management objective
—thatis, to ensure that the government's finance
needs and its payment obligations can be met at
the lowest possible cost over the medium to long
term, consistent with a prudent degree of risk.

The fiscal framework is, therefore, key in assessing
a country's long-term debt sustainability. Although
we have discussed the link between the overall
fiscal balance and public debt, looking critically

at the Debt Sustainability Framework, the main
determinant of the path of debt sustainability is
the ‘primary balance’ —that is, total revenues minus
non-interest expenditures (budget balance minus
interest payments). The theory explains that the
sustainability of debt is a function of the primary
balance, the real rate of interest and the rate of
economic growth.

Countries with low growth rates, a high rate of
interest and a large primary deficit are bound to face
anincreasing debt burden (as reflected by a rising
debt-to-gross domestic product [GDP] ratio). If the
real rate of interest exceeds the growth rate, the
debt-to-GDP ratio will be on a rising trend unless
thisis offset by a primary surplus. If the debt-to-
GDP ratio is on a rising trend from an initial position
that is sustainable, fiscal policy must be adjusted

or there will be a crisis. Such a scenario has been
witnessed in many countries globally as well as
within the Commonwealth.

During a recession or when economic activities
contract, an accommodating fiscal policy leading
to higher budget deficits and bigger debt levels
may become desirable.'° The global financial
crisis and slowdown in economic activity during
the COVID-19 pandemic led to increases in debt
over the period concerned. However, often after
countries get out of the recessionary phase,

the deterioration in public finances tends to be

10 Forinstance, according to the Keynesian model, ina
recession that may be caused by anincrease in private
sector saving, the premise is that the government would
need to run matching deficits to prevent output falling.
Public debt may not even come in the question as the
government works to boost economic growth.
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persistent. Higher primary deficits!! stem primarily
from government expenditure excluding interest
payments (‘primary expenditure') usually increasing
or remaining constant in nominal terms while, at the
same time, nominal GDP growth remains markedly
lower than before the recession. Consequently,

the share of primary expenditure in GDP remains
acutely high.

Given the economic structures seen in most
developing and least developed countries (LDCs),
low government revenues and lack of fiscal space
may have resulted in debt build-up over the years.
Itis also true that debt financing is important

for such economies to meet their development
needs as well as to support fiscal spending during
crises. The problem, however, is that the pace of
economic development has remained low due

to inadequate public investments, which can be
ramped up either through increased taxation or
increased borrowing.

The trade-off between maintaining fiscal (debt)
sustainability and investing in development can
be a daunting one. For instance, a government's
decision to cut subsidies may become necessary
to lower budget deficits (including the primary
deficit). However, this may lead to increased
costs for education and healthcare, which
disproportionately affects young people. Itis,
therefore, important for policy-makers to strike a
balance in making policy choices that can ensure
fiscal sustainability while equally protecting
essential social services.

Also, given the importance of fiscal policy to the
overall socio-economic development of the
citizens, fiscal decisions related to increasing taxes,
reducing subsidies, increasing debt levels, spending
cuts, etc. must be well outlined and communicated
to all stakeholders, including youth. In recent

times, many low- and middle-income nations have
witnessed citizen uprisings due to decisions by
government to either cut subsidies, raise taxes or
reduce expenditure on key sectors of the economy.
For example, in 2024, the Government of Kenya
had to reverse planned tax hikes following damaging
protests by citizens, including youth — Generation
Z'?.In Nigeria, workers protested rising fuel and
food costs, which caused a nationwide power

11 'Primary deficit'is the difference between overall fiscal
deficit and interest payments.

12 Generation Z, also known as '‘Gen Z' usually refers to the
cohort of people born between 1997 to 2012
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outage as the government faced rising subsidy
costs. Similarly, Argentina was shaken by huge
general strikes while Bolivia also faced unrest due to
austerity measures.

The outcomes of these uprising can have a direct
impact on government borrowing costs. In the case
of Kenya, the decision to reverse the planned tax
rises following public protest led to a downgrade of
the country's sovereign debt ratings. According to
Moody's ratings, 'Larger fiscal deficits will increase
the government's borrowing requirements, which
could add to pressure on domestic borrowing

costs and increasing government liquidity risks.’
(PDM Network 2024a) In this regard, Moody's
subsequently downgraded Kenya's local and foreign
currency long-termissuer ratings and foreign
currency senior unsecured debt ratings to Caal
from B3, maintaining a negative outlook.

Last, addressing climate vulnerabilities could also
have a serious impact on a government's fiscal
policy and the sustainability of its public debt.

The introduction of green fiscal rules has been
seen to be beneficial to countries, but this must
be carefully accessed in light of theirimpact on
public debt. Greenrules typically entail excluding
spending associated with green policies from the
fiscal rule limit. In so doing, the government has
the flexibility to spend on the expansion of green
public investments. Other channels may involve
modifying the fiscal rules to include 'green’ escape
clauses, benchmarks to guarantee a minimum level
of expenditure, or establishing green investments
funds towards supporting and achieving climate
goals. While these clauses are beneficial to
addressing climate challenges, theirimpact on
public debt is usually unescapable.

Inarecent paper (Caselliet al. 2024), the

IMF attempted to quantify the impact of the
introduction of a green rule that excluded spending
on climate change mitigation and adaptation. It
found that when the net zero emissions goal is
pursued mostly using spending-based instruments
such as investment and subsidies, green fiscal rules
could lead to either unsustainable debt dynamics
or require overly tight limits on the non-green fiscal
balance, significantly skewing budget priorities. A
more appropriate mix of climate policies, including
actively employing carbon pricing, should be
pursued within the overall setting of fiscal and debt
objectives to ensure long-term climate, fiscal and
debt sustainability.

3.2 Review of government
budget allocations within the
Commonwealth

Revenue mobilisation is essential if a government
is to fund its expenditure and broader development
objectives. As discussed earlier, itis also necessary
for the government to scale funding for youth
development programmes. The primary means

by which governments can raise revenue is
through taxes —income taxes, capital gains tax,
taxes on goods and services, etc. Other non-tax
sources of revenue include dividends, fines, fees,
royalties, grants, foreign aid, etc. Domestic revenue
mobilisation remains low in most developing
countries due to the structure of the economy
—thatis, the usually large informal sector, which

is usually outside the tax bracket, and general
weakness in the tax administration system.

As seen with most national budgets, government
revenues almost always fall short of government
expenditure (deficit budgets). Figure 3.1 shows
total government revenue and expenditure for
Commonwealth member states from 2010 to
2023. Revenue collected has consistently been
lower than the levels of expenditure funded by
governments. On average, government revenue-
to-GDP for the Commonwealth is about 29 per
cent. The slowdown in economic activity from the
pandemic led to a 4.6 per cent decline in revenue
during 2020. Thereafter, revenues increased as
countries took decisive steps to ramp up domestic
resource mobilisation of part of recovery strategies.

On the other hand, the levels of government
expenditure for all Commonwealth countries have
remained higher, relatively, over the period at an
average rate of more than 36 per cent of GDP.
With new spending pressures mounting during
the pandemic and its aftermath, total expenditure
among Commonwealth member countries shot
up by over 16 per centin 2020, reaching about
40.8 per cent of GDP. High pressures on recurrent
expenditures remain rife in most countries, leaving
little room for capital expenditure.

3.2.1 Expenditure patterns

As we've already seen, the advent of COVID-19
and other challenges such as conflicts around the
world and the abrupt rise in global interest rates
that swept low-income and emerging market
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Figure 3.1 Total government revenue and expenditure for Commonwealth member
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economies brought different forms of pressure

on their public finance. For several low-income
economies, rising debt-service costs and planned
debt repayments falling due over the coming years
will prevent them from spending more on critical
investment as well as on essential services needed
to boost growth, jobs and welfare.

A key component of government expenditure is the
total debt service; that is, the amount of interest
and principal payments on outstanding government
debt. Given that debt sustainability essentially refers
to a government's ability to repay its debt, the total
debt service is a keenly tracked liquidity indicator for
countries, rating agencies and creditors alike. One
often used debt sustainability indicator is the share
of government revenues-to-debt service (which is

a key component of government expenditure). The
IMF has estimated that for 'a typical low-income
borrower the share has risen to about 14%, from
about 6%. For some economies, the share has

even reached 25%, from about 9%' (Holland and
Pazarbasioglu 2024).

In one working paper published as early as 2006,
the IMF (Thomas 2006) found that reductions in
debt-service costs among low-income countries
helped to raise health and education expenditures
significantly. The finding was made in the context
of seeking debt relief and the impact of reducing
related debt-service costs on social expenditures.
Many research findings have highlighted the

difficulties faced by governments to maintain their
spending towards education, health and even
essential public investment that would boost jobs
and opportunities, including for young people and
other marginalised groups.

Countries that face fiscal and debt pressures

may find themselves adopting austerity or fiscal
consolidation measures, as such measures would
eventually contribute to medium- andlong-term
external debt stability through, for instance, current
accountimprovement. However, such measures
are seen to hurt important social expenditure
allocations —mainly in education and health
components (Lahiani et al. 2022). In analysing the
convergence of health, economic and social crises
in the immediate aftermath of pandemic and the
content of IMF programmes,** one study found
that 83 out of 189 countries reviewed would face
contractions in government spending compared to
the 2010s. They boldly anticipated that this would
expose a cumulative total of 2.3 billion people to
the socio-economic consequences of budget cuts
(Kentikelenis and Stubbs 2021).

The UNAIDS report (UNAIDS 2024) paints a clear
picture of how rising debt service has compromised
efforts at ending HIV/AIDS in sub-Saharan Africa
by the 2030 target date. The study found that

13 Focusing on public spending projections by the IMF and the
precise content of IMF lending arrangements covering 189
countries.
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some countries in the region, such as Angola,
Kenya, Malawi, Rwanda, Uganda and Zambia,

had debt servicing levels well over 50 per cent of
government revenues. These high debt payments
could leave countries severely under resourced to
fund their HIV responses. Countries that have been
able to 'weather the storms’ and insulate social
expenditures from the effects of fiscal tightening
and budgetary consolidation have had to rely partly
on donor funding to support targeted programmes
(Thomas 2006).

3.2.2 Government spendingon
health, education and debt service —
Commonwealth

Turning to the Commonwealth, the present
research looked at trends in social expenditure from
2011 to 2023, as shown in Figure 3.2. In particular,
we examined expenditures related to two essential
social sectors, health and education. As a share

of total expenditure, funds channelled towards
education remained stable between 2011 and
2017, at an average rate of 15.3 per cent. From
2018, a decline in spending was noted, reaching
14.8 per centin 2019 and 14.1 per centin 2020, and
further falling to 13.9 per centin 2021 and 2022. An
increase in spending was seenin 2023, though that
was lower than the share witnessed in 2020.

Budgetary allocation towards the health sectorin
Commonwealth member countries was much lower
than education over the period reviewed. From
2011 to 2018, funds towards the health sector

were on average 9.5 per cent of total expenditure. A
change in this trend was noted from 2019, with the
share increasing. As the demand for health services
took the spotlight with the advent of COVID-19, the
share of resources allocated to the sector in each
year from 2019 exceeded 10 per cent —reaching a
high 10.5 per centin 2021.

The third variable depicted in Figure 3.2 relates

to the share of debt-service payments in total
budgetary expenditure. As seen in the previous
chapter, the total debt-service obligations of
Commonwealth member states rose sharply from
US$63.4 billionin 2011 to US$339.6 billionin 2021
and remained highin 2022, despite only slightly
going down to US$329.2 billion. From 3.6 per centin
2011, the share went up markedly to 7.6 per centin
2014 and on average remained at 6.24 per cent over
the next 4 years. The low share of debt service in
2020, at 5.29 per cent, could reflect the suspension
of debt service enjoyed by several Commonwealth
countries eligible for the Debt Service Suspension
Initiative (DSSI). As total debt-service payments
went up markedly to more than US$350 billion

in 2021 and 2022, this variable's share against
budgetary expenditure went up to 8.8 per centin
2021 and remained over 8.0 per cent a year later.

In the absence of more granular data to support
further analysis, it is quite difficult quantify the
impact of the rise in debt service on youth
development. There is, however, empirical evidence
that shows that higher debt service does take away
funds from education, health and other essential

Figure 3.2 Share of health, education and debt service in expenditure, Commonwealth

countries
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services —as reiterated extensively in this report.
Different vulnerable groups in society, including
people living in poverty, women, children and young
people, are therefore affected.

3.2.3 Challenges arising from continuous
budget deficits

A country's budget balance is a determinant of
long-term fiscal and debt sustainability. The budget
deficit has a direct relationship with the levels of
public debt. Accordingly, all other things being
equal, as the budget deficit (primary deficit) goes
up, public debt levels also go up. Countries that
have run successive budget deficits invariably see
a continuous increase in the levels of their public
debt. This creates a self-perpetuating cycle as the
rise in debt levels leads to increased debt servicing
costs, which further increases the deficit levelsin
ensuing years.

To address this, some countries have taken
deliberate steps to run budget surpluses as part

of efforts to ensure long-term fiscal sustainability.
In other instances, governments have achieved
budget surpluses from a sudden boomin a
specific sector of the economy. Examples include
aresource find, increased domestic production,
anincrease in world prices for natural resources,
windfall taxes, etc. These surpluses are then used
to reduce the debt levels or channelled to other
growth-oriented sectors of the economy to boost
long-term growth. In recent years, some countries
that have recorded budget surpluses include
Singapore, Grenada and Nauru. Box 3.1 presents
some areas where countries have invested realised
budget surpluses.

In some instances, governments have resorted
implementing budget austerities, mainly cutting
expenditure to keep the deficit in check. Sectors
that are usually cut are education and other social
services that affect youth and the vulnerable
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directly. However, at times when countries are
compelled to bring back economic stability, some
form of austerity measures — as painful as these
may be —may be warranted. Where necessary,
governments must carefully analyse their austerity
programmes to ensure they are not punitive to

the most marginalised groups in society, including
young people.

3.3 PFM supporting economic and
social development

Creating a vibrant healthy economy and efficient
public services delivery is the core objective
common to all countries, emerging and developed
alike. Getting there requires a combination of
vision, government commitment and the ability to
drive through effective policies. But the key driver
of any long-term development plan is resources.
A country that can mobilise its resources can
speed up the process of social and economic
development and, in so doing, create a real

future for its people. These objectives can be
best achieved within an effective public financial
management (PFM) framework that ensures that
public resources are put to their most optimal use.

In most countries, a Public Financial Management
Act (PFMA) is the overarching legislation

governing sound PFM, which includes public debt
management operations. The broad objectives of
PFM are the achievement of overall fiscal discipline,
the efficient allocation of resources to priority
needs, and efficient and effective delivery of public
services. It entails the effective management

of the collection and expenditure of funds

by governments.

The PFM framework encompasses all phases of the
budget cycle, including budget planning, budget
preparation, budget approval and appropriation,
budget implementation, procurement, internal
control and audit, monitoring and reporting

Box 3.1 Prudent use of funds from budget surpluses

Norway: Budget surpluses arising from oil
revenues have been invested in a sovereign
wealth fund to support public spending on
healthcare, education and social welfare.

Singapore: Singapore has maintained budget
surpluses through prudent fiscal management.
The funds have been used to build a strong social

safety net, invest in public housing and develop
world-class infrastructure.

Denmark: Denmark has recorded budget
surpluses with funds invested in infrastructure,
healthcare and education, which have helped
strengthen its economy and improve the quality
of life for its citizens.
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Figure 3.3 Public financial management (PFM) framework
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arrangements, and external audit (Figure 3.3).
Effective debt managementis, therefore, anintegral
element of sound PFM.

A strict adherence to a strong PFM framework could
boost a country's domestic revenue collection while
also helping to improve the quality of government
spending. A reformed budget process can literally
reshape a country's whole financial outlook: greater
efficiencies generate increased government
revenue, deliver more resources for public services,
improve the effectiveness of public spending

and attract foreign investment. Accordingly,
governments looking to attract funding and
investments towards meeting their SDGs should
place strong emphasis on integrating the SDGs
within their PFM systems at every phase of the
budget process.

One key building block within PFM and in developing
a sound, effective budgetary framework is the
Medium-Term Expenditure Framework (MTEF) —
where a government's development goals can be
effectively translated into proper budget allocation

with clearly defined objectives, outcomes, outputs
and activities. The MTEF is a rolling, multi-annual
planning and budgeting tool or approach, designed
to address the medium- to long-term horizon of
national development goals (World Bank 2023e).
Given that achieving the SDGs is a multi-year effort,
the MTEF can provide the right platform whereby
governments can prioritise, plan and sequence
budget allocations over a rolling period of three-
to-five years. The SDGs should be incorporated in
these MTEFs and further detailed into sectoral and
ministry budgets.

The MTEF process basically hinges on the two
main objectives: (i) setting fiscal targets under the
Medium-Term Fiscal Framework (MTFF); and (ii)
allocating resources to strategic priorities within
these targets. The MTEF is classified in three main
stages: Medium-Term Fiscal Framework (MTFF),
Medium-Term Budget Framework (MTBF), and
Medium-Term Performance Framework (MTPF).
Though countries can go through each of these
steps, in practice, they consider those elements
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Figure 3.4 Medium-Term Fiscal Framework (MTFF)
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that would work for them in terms of matching
the available resource envelope with priority
expenditure items.

The MTFF is an iterative top-down and bottom-

up process represented in three broad steps: (i)

a top-down resource envelope; (i) a bottom-up
estimation of the current and medium-term costs
of existing policy; and (ii) ultimately, the matching of
these costs with available resources in the context
of the annual budget process (Figure 3.4).

Box 3.2 Typical MTEF stages

1.

Medium-Term Fiscal Framework: The
MTFF helps establish an acceptable path
for the budget. It contains a statement

of fiscal policy objectives and a set of
integrated medium-term macroeconomic
and fiscal targets and projections. Itis a
top-down specification of the aggregate
resource envelope to be allocated across
spending agencies. As part of this process,
the government develops a macro fiscal
strategy, macroeconomic and fiscal
forecasts, and a Debt Sustainability
Analysis. A key element of the MTFF is
public borrowing, which supplements other
sources of financing such as internally
generated revenue and so on when arriving
at the resource envelope available.

Medium-Term Budget Framework: This
stage involves a bottom-up determination
of spending agency resource needs and

3.3.1 Reformingthe PFM framework to
incorporate the SDGs

As seenin the previous sub-section, the need
forintegrating from SDGs into the PFM systemiis
critical. This requires countries to strengthen key
aspects of their PFM to meet the 2030 Agenda.
This in turn requires strong national ownership

and strong governance frameworks. The key
considerations and requirements for strengthening
PFM to integrate the SDGS are discussed in Box 3.3.

their reconciliation with the resource
envelope (departments develop their
own budgets and provide them to the
Ministry of Finance). Spending units
report on aggregate and sectoral
expenditure objectives and strategies,
budget circulars detail medium-term
expenditure ceilings, and budget
documents contain some details about
medium-term estimates.

3.  Medium-Term Performance Framework:
As seen in many countries, budgets have
shifted from a focus on spending inputs to
performance or programme budgetingin
order to achieve the desired outcomes. This
emphasises measurement and evaluation
of performance. The government
can report on outputs and outcomes
associated with service delivery and
performance levels.
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Box 3.3 Key requirements for integrating the SDGs to the PFM

. Medium-Term Budget Frameworks
(MTBFs): MTBFs provide an institutional
framework for prioritising, sequencing,
planning and managing revenue and
expenditure over a rolling period of three-
to-five years. Embedding spending for
the SDGs and their financing into MTBFs
acts as a disciplining device for executing
plans, while improving the understanding
of synergies across sectors. It also puts
public finance at the service of sustainable,
inclusive development.

. Sectoral planning: Line ministries
are responsible for developing their
respective sectoral plans, which need to
be articulated in a national development
plan with the SDGs at its core. These
plans offer a clear identification of actions,
underlying programmes and costs. They
need to be reflected in the MTBF to
obtain a comprehensive and coherent
financial framework.

. Public investment management
(PIM): In low-income countries, public

The United Nations have been championing a
globalinitiative on the Integrated National Financing
Framework (INFF), which seeks to support countries
to strengthen their financing frameworks for the
SDGs. INFF emphasises the financial alignment of
the SDGs to financial management systems and
national budgets. It outlines a set of strategies

to strengthen existing government processes

for development planning and implementation,
focusing on overcoming financial obstacles to
achieving the SDGs.

Different countries across different continents
have taken steps to integrate SDG priorities within
their PFM and budgetary frameworks. Box 3.4 cites
examples of countries that have successfully done
this to enhance public service delivery towards
achieving the SDGs by 2030.

3.3.2 Challenges to reforms

The level of success to be realised from integrating
the SDGs into an existing PFM framework widely
depends on the quality of PFM systems in place and
whether countries are successfully implementing

investment spending efficiency averages
about 60 per cent, which means that

40 per cent of spending goes to waste.
Accordingly, prior to scaling up spending in
key SDG areas, it is critical to strengthen
the management of public investment.
Management of investment spending
enhances value for money and greater
investment return.

. Spending reviews: [t is just as important
to systematically examine outcomes to
assess that existing spending is efficient
and effective according to the objectives
in the sectoral plans. The spending review
process can help redirect expenditures that
are considered low priority or ineffective and
can identify weaknesses in the PFM that
need to be addressed to enhance efficiency.
International experience shows that
spending reviews that are comprehensive
in scope and are undertaken periodically, or
reviews that are targeted to specific sectors
or programmes but carried out annually, are
the most effective.

much-needed reforms in that area. The Public
Expenditure and Financial Accountability's (PEFA's)
Global Report on Public Financial Management (PEFA
2022) found that countries on average performed
better in preparing their budgets than executing
them. The report pointed out the three aspects

of PFM that have improved most, over the years,
were internal controls on non-salary expenditure;
predictability of in-year resource allocation; and
budget classification. However, some key areas,
such as fiscal risk reporting, legislative scrutiny of
audit reports and public access to fiscal information,
were lagging.

Overall, countries in East and Central Asia
showed higher performance, on average, in PFM
implementation compared to countries in Africa
and other regions. In most countries, national
governments execute PFM functions better

on average than sub-national governments.
The success of PFM reform relies on a variety

of factors. One key factor is political will and
senior management commitment to reform.

In the absence of political determination and
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Box 3.4 Country examples of SDG-related reforms within PFM and
budget systems

Rwanda: Over the years, Rwanda has
brought in marked improvements in its PFM
system. For instance, the implementation
of the Integrated Financial Management
Information System (IFMIS) has significantly
enhanced transparency and efficiency in
public financial management. This reform
has enabled better allocation of resources
towards critical areas such as education
and healthcare, directly benefiting youth
development programmes. In terms of

the SDGs, the main blueprint used by the
Government of Rwanda is the National
Strategy for Transformation (NST), which
explicitly takes into account the Sustainable
Development Goals and is linked to the
budget. Within the NST, which ran from
2018to 2024, SDG targets were integrated
into the programme. Line ministries had
produced sectoral strategies and preliminary
estimates of sectoral spending needs for
achieving the NST, in close consultation
with development partners (UNICEF, the
UK's then Department for International
Development [DfID], Enable, the World Bank
and the World Health Organization [WHQO]).
Service delivery has improved greatly in the
past two decades, but gaps remain. Since
1995, Rwanda has experienced rapid and
inclusive growth. Health is a bright spot,
reflecting an extensive level of primary care
by rural clinics. Yet stunting still affects 38
per cent of children and access to qualified
staffis low.

Ghana: Ghana has integrated SDG
budgeting and financing into its national
budgeting process —and has taken a
bottom-up approach, in which local
authorities can actively participate to help
track budget allocations to each goal.
The SDG budget is based on a system
developed by the Ministry of Finance,
and annual SDG funding allocation is
presented in the ministry's SDGs Budget
Report.In 2019, total funds budgeted for

SDG implementation was 51 billion new
cedi (¢; US$9.3 billion), 73 per cent of total
government expenditure. Goals 3, 4, 16

and 17 were allocated the highest level of
expenditure, with Goal 17 (Partnerships)
accounting for 73.5 per cent of the total
SDG budget. In 2020, there was a marginal
increase in the SDG budget to €53 billion
(US$9.1 billion, with the reduction in the

US dollars figure due to the depreciation

of the cedi), approximately 53 per cent

of total government expenditure. Goal

17 (Partnerships) was again allocated the
highest amount, and the proportion for Goal
4 (Quality Education) increased from 4.9 per
centin 2019 to 11.1 per cent.

Vietnam: The country's national
development and economic plans have
featured the SDGs prominently. It had
mapped the 17 SDGs to 115 Vietnam SDG
goals within its ‘National Action Plan for
Implementation of the 2030 Agenda for
Sustainable Development'. The aim was to
adapt the goals to the country's context
and socio-economic conditions. SDGs had
been integrated into the Socio-Economic
Development Plan 2016-20. The efforts
related to the SDGs were led by the Ministry
of Planning and Investment. Vietnam

has therefore made great strides toward
achieving the SDGs.

Indonesia: Here also, the SDGs had been
mainstreamed into national development
plans. The 17 SDGs had been mapped to
the National Visions of Indonesia and into
the National Medium-Term Development
Plan (RPJMN) 2015-2019. A Presidential
Decree was issued in 2017 to guide SDG
implementation, followed by the publication
in 2018 of the National Action Plan 2017—
2019, the SDGs Road Map 2017-2030
and the Regional Action Plan of SDGs
2017-2019.

Source: World Economic Forum (2021c¢)
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engagement among senior managers, the chances
of effective implementation and success of reform
programmes are seriously compromised.

Akey risk identified is that when PFM strategies
and related programmes are too ambitious, they
become hard to implement in practice. Even though
they generally articulate the goals, objectives and
broad activities well, often there would be lack of
clarity in terms of how these would be realised. In
cases where the framework monitoring results are
weak, many goals and objectives are not achieved,
notwithstanding their well-defined articulation.
Reforms should not merely be '‘box ticking'
exercises while alternative objectives are being
targeted by governments.

One serious bottleneck has been the sequencing
of reform programmes. According to Diamond
(2013), PFM reform actions should focus on three
main management deliverables, which must

happen in the right order: countries should first

put in place controls that will allow a minimal level

of financial compliance (fiscal control); they should
then establish mechanisms to improve fiscal
stability and sustainability; only then, should they
introduce systems to promote the efficiency and
effectivenessin service delivery. Rather than initially
focusing on the basic elements of PFM systems
and providing time for their implementation, the
reverse is often seen. What is instead found is that
ambitious activities are rolled out within PFM reform
programmes, such as putting in place programme
or performance budgeting or even pushing
countries to embrace accrual accounting and
related enhanced reporting. It is therefore crucial for
the activities in the PFM action plan to be well timed
and sequenced correctly —taking into account

the capacity and skills in place and the absorptive
capacity of those who will be responsible for taking
forward the reform locally (Swarbrick 2021).
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4. Mobilising Financing for

Development

As has been discussed in Chapter 3, governments
in most developing countries are fraught with the
challenge of raising sufficient tax revenues to fund
their development, including youth development.
Governments, therefore, resort to raising additional
finance —either through grants or debt —to shore
up their domestic revenues. However, in the last
decade, there has been a considerable decline in
global financing. This has challenged countries'
ability to progress towards meeting the SDGs.

The UN estimates that globally, countries need
additional financing of about US$4.2 trillion (UN
2024d) annually to meet the SDGs by 2030 and
this has led to a call for an increase in development
finance from both multilateral development banks
and the private sector. This notwithstanding,
domestic resource mobilisation, primarily

through taxation, is still the most enduring source
that countries can draw on to address their
development financing needs.

4.1 Grants and concessional loans

The landscape of external financial flows for
development in LDCs is multifaceted and

comprises a variety of different actors and funding
sources. In the past, developing countries relied on
official development assistance (ODA), comprising
grants and concessional loans, to provide basic
services in education and health. Overall, ODA
continues to be one of the largest sources of
external finance to LDCs.

On a general scale, ODA funding to developing
countries has dwindled significantly, despite the
uptake during the 2020 pandemic. ODA inflows
to LDCs saw a relative decline in 2021 after
marked increases in 2020, when development
partners scaled up their supportin response to
the COVID-19 pandemic. Net ODA received as

a share of LDCs' gross national income (GNI) in
2021 stood at 4.8 per cent, down from 5.5 per cent
in 2020 and close to its pre-pandemic level of 4.6
per centin 2019 (see Figure 4.1 for trend within
the Commonwealth).

Several economic, political and environmental
factors account for the decline in development
finance: shrinking aid budgets of donor countries;
increased economic hardships due to the
COVID-19 pandemic and geopolitical tensions;

Figure 4.1 Net ODA (% of GNI) received by Commonwealth countries, excl. members
of the Development Assistance Committee (DAC)*
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14 The Development Assistance Committee comprise 33 members who are among the largest providers of ODA.
Commonwealth countries who are members of the DAC include Australia, Canada, New Zealand and the United Kingdom.



Figure 4.2 IDA gross and net inflows
of credits and grants to IDA-eligible
countries
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lack of effective aid co-ordination; and increased
debt risk leading to cuts in both concessional
and non-concessional financing. On the
borrower side, countries have been increasingly
facing various challenges in accessing grants
and soft loans, including stringent eligibility
criteria, complex application processes and
relatively higher cost. In all, one thing of note is
the need to reform the international financial
architecture, in view of the evolving political and
macroeconomic landscape.

The International Development Association

(IDA) of the World Bank provides targeted help

to the world's low-income countries making use
of grants and concessional loans. The lending
made available generally charges very low interest
rates at 0.75 per cent and is characterised by long
repayment periods. According to the World Bank,
IDA has throughout the past decade provided
critical and increasing levels of support toits
borrowers, particularly during times of crisis. In
2022, total net flows and transfers® from IDA

to IDA-eligible countries were US$19.7 billion

and US$18.3 billion, respectively as shown in
Figure 4.2.

In addition to the ODA/IDA grants flows shown
above, which mostly depends on bilateral
government relations, there are other successful
global funds, partnership support grants and soft
loan programmes to LDCs in support of youth
development. For example, the Global Partnership
for Education (GPE) has provided substantial grants

15 'Net flows' are gross disbursements minus principal
payments on IDA credits; 'net transfers' are net flows minus
interest and service fees on IDA credits.

4. Mobilising Financing for Development\ 27

to countries like Mozambique to improve their
educational systems. These grants have been used
to build schools, train teachers and provide learning
materials, resulting in increased enrolment and
improved educational outcomes for children and
youth (GPE no date).

4.2 Non-concessional debt
financing

Several low-income and lower middle-income
countries have found themselves faced

with reduced access to concessional official
development finance, which has inevitably led to
an increasing reliance on private external finance.
This is particularly noticeable among countries
that transitioned from low-income status to

lower middle-income countries after the Heavily
Indebted Poor Countries (HIPC) initiative and
Multilateral Debt Relief Initiative (MDRI)'®. As this is
a funding criterion, these countries lost access to
the concessional lending window (IDA) of the World
Bank. The countries are now required to borrow
on non-concessional or blended terms, which
directly translates to increased financing costs
(interest rates).

As governments have moved away from
concessional financing, they have come to

rely increasingly on commercial funding from

the private sector through the global financial
markets. In the last decade, the private sector
has provided capital to countries that were
previously excluded from financial markets,

albeit at an elevated cost, even during relatively
stable economic times. As seen in more detail

in Chapter 5 below, several countries from sub-
Saharan Africa have diversified their borrowing
and issued Eurobonds from international capital
markets. Recent crises have shown the dangers of
relying on such flows, leading to debt distress and
impacting development.

However, non-concessional and market financing
pose two main policy challenges for governments
with respect to financing social development.
First, the Golden Rule of Fiscal Policy mandates
governments to borrow for investments (capital

16 The HICP and MDRlinitiatives, launchedin 1996 and
2005 respectively, are global debt initiatives led by the
World Bank and IMF which helped about 37 developing
countries to reduce their external debt burdens to allow
these countries to channel more resources into poverty
reduction and economic development.



expenditure) where the returns to be realised

in the short and long terms can be immediately
guantified. In most developing countries, the
application of the Golden Rule constrains
optimal investment in youth development,
most of which involves social investments. This
is because social investments usually have a
high composition of current expenditure (Alcidi
et al. 2022) and the long-term gains are not
immediately quantifiable.

Second, high public debt levels take up
substantial fiscal space due to high debt servicing
requirements. This leaves countries with little to
no fiscal space to support future investments and
social spending on education, health and other
social services. In other words, debt servicing can
‘crowd out' investments in these critical areas.
Arguably, when faced with a fiscal imbalance,

the easiestline of discretionary spending that
governments cutis social investments. This
ultimately affects youth outcomes.

As shown in Chapter 3, the percentage of
government expenditure on education compared
to total government expenditure has seen a
continuous decline from 2015 to 2021. This is
troubling given the growing youth population
over the same period. This could imply that
education expenditure per capita of the youth
population —that is, the allocation made to the
education of each young person —has declined
over the period.

The ‘cost’ of high public debt not only involves

the resources utilised to service that debt but

also the diversion of those funds from other
potential spending areas. A rising public debt
burden not only raises the future cost of borrowing,
but can lead to the introduction of austerity
measures in the budget. Governments in such
cases have drastically cut their expenditures,
particularly on education, health, employment

and other social services, making it difficult to
serve the needs people living in poverty and other
marginalised groups. It is, therefore, imperative
that where countries access non-concessional
finance to meet their social and economic plans,
including sustainable development, sound debt
management practices must be strictly adhered to,
to ensure that borrowing does not lead to excessive
debt burdens.

As reiterated in this report, investment in young
people is increasingly constrained when countries
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face unsustainable public debt, which impacts
their ability to pursue sustainable development.
Governments aiming to promote development
must ensure they strictly adhere to fiscal and
debt sustainability to avoid taking on an onerous
debt burden. This is dealt with extensively in the
next chapter.

4.3 Scaling financing for youth
development

Similar to challenges that countries face in
mobilising sustained financing to implement the
SDGs, financing youth development may also

be limited as countries' economic structures,
government finances and social demands evolve.
Domestic funding to support youth programmes is
often constrained, with youth-led organisations and
youth initiatives remaining grossly underfunded.
As governments face many competing priorities,
youth programmes often lose out. A publication by
Women Deliver (2022) highlights three significant
barriers that young people face in accessing much-
needed funding —both at the global and national
levels (Figure 4.3).

Youth programming relies heavily on external
funding rather than funding from government.
Such funding has dwindled over the years and

is insufficient, especially for scaling meaningful
youth-led projects. When available, the funding
may come with conditionalities that might not be
supported by the government. Often, funding for
viable youth-related projects ends as soon as the
development partner stops financing them. There
is also a lack of trust in young people, which acts as
a constraint for mobilising and providing funding to
that group.

Notwithstanding these challenges, there are
opportunities for governments to scale financing
in youth development. Foremost, existing

global and domestic funding for youth should be
refocused to ensure that the impact on young
people's contribution to society can be supported
in a sustainable manner. All providers of funding
should be better informed on the challenges
faced by the youth. These include providers of
grants, concessional and non-concessional loans,
private sector entities that are keen to invest

into development, other agencies involved in
blended finance, as well as governments that stand
ready to mainstream youth developmentinto
their development strategies. More partnership
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Figure 4.3 Barriers faced by young people in accessing funding

Insufficient global
funding for youth
engagement and youth
programming, including
funding going directly to
youth, resultingin
chronic under-
resourcing of young
people and youth-led
organizations.

There is limited domestic
funding to youth
engagement programes
from both national
governments and local non-
state entities.

Funding practices to
young people are often
problematicin that
they are tokenistic,

rooted in alack of trust

in young people, and
based on power

imbalances that are

harmful to youth.

Source: Commonwealth Secretariat (Debt Management Unit) adapted from Women Deliver (2022)

arrangements between these different providers
should be encouraged while they build awareness of
the need for more decisive action to deal with the
challenges faced by the youth.

Second, reforming the public financial management
framework to better integrate the SDGs and

other youth-centred goals would allow for more
prominence of youth programmes and funding

in the budget. It could also provide scope for
development partners and the private sector to
make targeted interventions.

4.3.1 Country examples

Some usefulinitiatives are being successfully tried
by a few counties in financing youth development,
which other countries should be encouraged to
replicate. Two examples are provided below.

a.  Youth Economy Agency (YEA) of
Saint Lucia
Building on the discussion of various financing
mechanisms for youth development, a
notable example of an innovative and
impactfulinitiative is the Youth Economy

Box 4.1 Youth Economy Agency (YEA) of Saint Lucia

. The Youth Economy Agency (YEA) of
Saint Lucia was established via the Youth
Economy Act No. 17 of 2022, and was
launched on 7 March 2023; operations
commenced about a month later, on 3
April 2023.

. YEA seeks to create an economic space for
young Saint Lucians aged 15 to 35 years to
convert their ideas, skills and hobbies into

entrepreneurship. Recognising the critical
need to address youth unemployment,
underemployment and build social
resilience, while providing increased access
to finance and financial inclusion, the agency
provides a comprehensive suite of services
designed to foster entrepreneurship,
innovation and economic participation
among young people.



Key objectives:

. To empower young entrepreneurs and
aid in the creation of a more equitable
society: By providing financial support,
training and mentorship, the YEA aims
to equip young people with the skills and
resources they need to start and grow
successful businesses (Govt.lc 2022).

. To address challenges associated
with an increasing youth population
and relatively high rates of youth
unemployment: Data from the Central
Statistical Office (2023) of Saint Lucia
revealed that youth unemployment
remained high, although it declined to
25.0 per centin 2023 from 26.8 per cent
in 2022, compared to 38.2 per centin
2020. The youth unemployment rate was
11.0 percentage points above the overall

Agency (YEA) of Saint Lucia. The YEA has
been set up to bolster capacity development
and capital investment in youth-led
enterprises in the micro, small and medium-
sized enterprise (MSME) sector. Thisis to
help increase youth employment and social
resilience among young people.

YEA, as describedin Box 4.1, exemplifies
how targeted support can drive youth
entrepreneurship, economic participation,
and ultimately contribute to sustainable
economic development and resilience.
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unemployment rate in 2023, compared to
10.3 percentin 2022.

. To foster innovation and creativity: The
agency encourages innovative ideas and
creative solutions to economic challenges,
promoting a culture of entrepreneurship
among the youth (Loop News
Barbados 2022).

Economic and financial Inclusion: YEA strives
to ensure that all young people, regardless

of their background, have the opportunity to
participate in the economy and achieve financial
independence. Youth MSMEs face considerable
challenges in gaining access to finance and
training programmes, which are critical for the
sustainability of their businesses.

Further details on the YEA can be foundin
Appendix C.

b. Domestic funding for youth-led
development in Rwanda
Another noteworthy initiative relates to
domestic funding made available by the
Government of Rwanda with external funding
support. The case of Rwanda shows that
mainstreaming youth concerns within a
government's development strategy will help
in mobilising much-needed domestic and
external funding in support of youth initiatives,
while also empowering young people to
contribute towards development.

Box 4.2 Rwanda: domestic funding for youth-led development

The Rwandan National Youth Council (RNYC),
in collaboration with the Ministry of Youth and
Culture, has proactively implemented equitable
youth engagement initiatives with substantial
funding. RNYC co-ordinates all youth activities
across the country, mobilising and facilitating
the formation of youth co-operatives through
a structured network of executive committees.
This allows youth representatives at all levels
to advocate for their needs and, at the same
time, accelerates the buy-in of both local and
international organisations to fund youth
initiatives directly.

In 2020, the Ministry of Youth and Culture,
in partnership with the United Nations

Development Programme (UNDP) and the Korea
International Cooperation Agency (KOICA),
awarded 5 million Rwandan Francs each to 55
youth co-operatives in rural areas, successfully
reaching some of the most vulnerable youth and
creating jobs for more than 3,500 young people
across the country.

Furthermore, the Ministry of Youth and Culture
has put in place a practical approach to securing
domestic funds for youth initiatives through
leveraging existing opportunities from other
local and government institutions. In 2019, the
Ministry of Youth and Culture negotiated with
the Ministry of Infrastructure and the Ministry of
Local Government to contract 153 youth-led



companies for recurring road maintenance
activities across the country. Each company
receives monthly funds of 3 million Rwandan
Francs, creating 7,760 jobs.

More efforts for domestic funding continue as
RNYC advocates for promising projects created
by youth to secure funds from organisations such
as the Business Development Fund Rwanda.
Additionally, the Ministry of Youth and Culture
regularly organises competitions through Youth
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Connect Africa and other local initiatives, where
youth-led organisations can win grants to
implement their initiatives while also receiving
coaching and mentorship services to strengthen
their management and leadership capacities.

These initiatives have provided significant
opportunities for young people to showcase
their capabilities while contributing to their
communities' development.

Extract from: Women Deliver (2022)
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5. Public Debt Levels in the
Commonwealth

Budget deficits are usually funded by government

borrowing from either external or domestic sources,

giving rise to public debt. Public debt is essentially
a contractual obligation on government with
specified terms, including interest payments and
principal repayment. In most countries, servicing

public debt is considered as a statutory expenditure.

Poor fiscal policy can have a damaging impact on
the effectiveness of debt management, given

that the public debt levels are primarily driven by
budget deficit (primary deficit) levels. It is therefore
important to keep these deficit levels in check

and inline with fiscal and debt sustainability rules.
Research has shown that public debt can foster
economic growth when put to productive use as

it provides government with the necessary funds
to finance development. However, when the

level of public debt approaches a certain critical
threshold, the cost of borrowing could rise and if
not managed properly, could inflate the public debt
and breach sustainability levels. This could lead to
macroeconomic vulnerabilities, which could have
far-reaching economic and social consequences.

A central pointis that 'Unsustainable

public debt levels impede the sustainable
development of any economy and undermine
optimal investment in youth development.
Accordingly, any government seeking to
promote youth development must consider
fiscal and debt sustainability as a primary
anchor to addressing this issue.

Source: Author's note

Before exploring the evolution of public debt, it is
important to note public debt should be contracted
and effectively managed within an overall public
financial management (PFM) framework. The

PFM framework supports effective fiscal policy
formulation and the implementation of the budget
and s, therefore, a critical tool for ensuring long-
term fiscal sustainability. A well-designed PFM
framework, one that is strictly adhered to, can

help a government meet the broad objectives

of maintaining overall fiscal discipline, effective
resource allocation and effective delivery of
public services.

5.1 Trendsin public debt

Global public debt levels have risen significantly in
recent years and have considerably raised global
economic uncertainties. The global public debtin
2023 was US$98 trillion (IMF 2024f), representing
94 per cent of global GDP. Across country income
groups, the total public debt-to-GDP ratiois
reported to have increased in both emerging
markets and developing economies (EMDEs) but
declined in advanced economies for the year 2023.
Available data show that most economies faced
mounting debt pressures before the pandemic.
However, the pandemic and its attendant shocks to
the world economy in 2020 have increased global
debt vulnerabilities.

As at 2017, the public debt-to-GDP ratio recorded
in 24 African countries had surpassed the threshold
of 55 per cent recommended by the IMF.*” Further,
19 of these countries recorded debt-to-GDP

ratios exceeding 60 per cent, which is the threshold
set by African Monetary Co-operation Program
(AMCP) for developing economies. This shows the
approaching debt vulnerabilities that were already
prevalent in these economies before the pandemic
(Onyekwena and Ekeruche 2019).

Since 2020, the combined effects of the

COVID pandemic, war in Ukraine, deepening
climate-related risks and cost of living crisis

have exacerbated the pressures on public debt.
Mounting inflationary pressures in most developed
countries have prompted aggressive monetary
tightening and a hike in interest rates. This has led to
an increase in the cost of borrowing internationally,
which has resulted in pushing the debt portfolios
of most developing countries and emerging
market economies to unsustainable levels. Global
public debt-to-GDP reached a record high of 100
per centin 2020 and despite the slight decrease

17 The IMF threshold for countries classified as having
medium debt carrying capacity is 55 per cent.



seenin 2022, the external debt stock of low- and
middle-income countries (LMICs) remained at
unprecedented high levels following more than a
decade of rapid debt accumulation (World Bank
2023a) (Figure 5.1). The number of countries faced
with high levels of debt increased markedly from

only 22 countries in 2011 to 70 countries inin 2020,

before going down slightly to 59 in 2022.

As seeninFigure 5.2,in 2023, average public debt
in emerging market economies (excluding China)
increased by 3 percentage points to about 57.1 per
cent of GDP, with the IMF (2024a) expecting such
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levels to remain largely unchanged over the medium
term. On the other hand, public debt in some large
emerging market economies is expected to rise
rapidly, threatening their future economic fortunes.
Forinstance, in South Africa, the debt-to-GDP ratio
has been forecast to increase by 12 percentage
points, almost reaching 86 per cent of GDP by
2029. This reflects persistently weak growth and
relatively high interest rates. Many low-income
developing countries continued to experience
significant shocks in 2023, including regional
conflicts and military coups.

Figure 5.1 EMDEs' (excluding China) public and private external debt stock, US$
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Figure 5.2 Global public debt-to-GDP ratios (2000-2023)
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Figure 5.3 Total public debt in the Commonwealth (2011-2024)

S
§ 16000 100
E
§ 14000 ol
£ 80
§ - 12000
S 70
23 8000 50 ¥
e =
o 6000 40
e 30
3 4000
© 20
°
© 2000 10
O i o @ oo
N % - N N v % X%
S S S U S S S

= PUblic debt_all Commonwealth Public debt to GDP

8
© 200 80
[%2)
? 180 70
5 160
E=I 60
$ 2 140
o) 50
6 F 120
%8’% 100 0 ¥
§2 -
IS 80 30
o 40
§ 20 10
0 0

2010 2012 2014 2016 2018 2020 2022 2024

= Public debt in small states

Public debt/GDP small states = Africa m Caribbean = Asia

S 3000 90

2

< pd =0

g 2500 |

o " 70

R

= _ 2000 60

0 2

2o 50 _
25 1500 X
£ 40—
(o]

O = 1000 30

<

= 20

S 500

o 10

5

a 0 0

2010 2012 2014 2016 2018 2020 2022 2024

== Public debt_excl. ABCI Debt/GDP_excl. ABCI

Public debt in all Commonwealth countries
excl. (ABC1) (%)

5 1

Pacific = Europe

Source: Commonwealth Secretariat (Debt Management Unit) computation based on data from IMF World Economic Outlook

database (April 2025)

Despite the seeming decline in public debt levels
from the height recorded in 2020, public debt
vulnerabilities persist and are expected to increase
in the medium term. The IMF Fiscal Monitor
(October 2024a) projects global public debt to
exceed US$100 million in 2024 (93 per cent of
GDP), increasing through the medium term to 100
per cent of GDP by 2030.

5.1.1 Trend within Commonwealth
member states

The trend in public debt of member countries
within the Commonwealth generally follows the
global trends discussed in this section so far. The
total public debt within the Commonwealth as at
end 2023 was US$12.28 trillion (Figure 5.3, top left).
This was projected to increase further to US$13.06
trillionin 2024, representing about a 12.8 per cent
share of the global public debt for the same period.
The public debt stock held by Commonwealth

member countries shows anincrease of about 68
per cent over the past 15 years since the global
financial crisis in 2008.

Excluding the four biggest economies within the
Commonwealth, thatis, Australia, Canada, India

and the United Kingdom*® (collectively referred to

as ABCI), who hold about a 78 per cent share of the
public debt stock, the remaining Commonwealth
member countries hold about a 22 per cent share of
the total debt as at end 2023. The stock of debt held
by the rest of the Commonwealth states (excluding
ABCI) has shown an appreciable increase of more
than 200 per cent since the global financial crisis.

On average, the annual rate of debt accumulation

is estimated at 8 per cent, whichis alarming given
that the average rate of economic growth is about 3
per cent. This raises concerns onimpact of the debt
levels on both fiscal and debt sustainability.

18 Theletter 'B'is usedin this section to represent the United
Kingdominthe acronym 'ABCI".
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Table 5.1 Evolution of public debt by regions, excl. ABCI

Public debt excl. ABCI (US$ billions)
| 2010 [2015 [2019 2020 | 2021 2022 2023 2024
5 420 610 669 769 816 810 762

Africa 24

Caribbean 38 45 49
Asia 563 797 1,133
Pacific 48 70 81 107
Europe 20 28 31

1,205

57 59 62 64
1,384 1,610 1,695 1,800
137 136 142 155
39 35 36 35

Source: Commonwealth Secretariat (Debt Management Unit) computation based on data from IMF World Economic Outlook

database (April 2025)

Despite the generalincrease in the public debt
levels, the rate of growth of debt has been

uneven across countries and regions within the
Commonwealth. From the bottom right chart in
Figure 5.3, it can be observed that Commonwealth
Asia holds about 62 per cent of total public

debt stock excluding ABCI. This can be partly
attributed to the sovereign assets accumulation
strategy employed by Singapore, aiming to build
sovereign assets via substantively higher debt
aggregates. The share of total public debt held by
Commonwealth Africa has also shown a significant
increase over the years. Most of the countriesin
this sub-group had benefited from the HIPC/MDRI
initiative and by the year 2010, these countries

had seen a significant decrease in their public debt
levels. Since reaching completion points, most of
these countries have seen an appreciable increase
in public debt levels as most are diversifying funding
sources into more commercial financing. See Table
5.1 for the evolution in public debt by regions.

Similarly, in Commonwealth small states'?, the total
debt has shown an upward trend (Figure 5.3, bottom
left). Public debt as of 2023 stood at US$171.8
billion and was projected to reach US$182 billionin
2024, which is about 59 per cent of cumulative GDP
of these member states. This shows a significant
increase in public debt compared to 2010, when the
total debt was reported at US$81 billion, growing
steadily at an annual average rate of 6 per cent.?®

19 Commonwealth classifies 33 of its member countries as
small states. See: https://thecommonwealth.org/our-
work/small-states

20 Thereported public debt numbers for the Commonwealth
countries are pulled from the IMF World Economic Outlook,
where the data, in the strict sense, is compiled as general
government debt.

5.2 Structure of public debt

The structure of public debt, particularly for EMDEs,
has changed over the last decade and this has had
atremendous impact on the cost and risk exposure
of most countries' debt portfolios. The structure

of public debt encompasses the classification

of the public debt by source, instrument

type, creditor composition, interest rates and
currency composition.

Data published by the World Bank (2023a) show
that external debt in EMDEs (excluding China) had
increased by nearly 2.5 times in 2022 as compared
to the levels seen during the 2008 global financial
crisis. Despite efforts by many low-income
countries to develop their domestic markets and
increase domestic debt issuances, the markets
remain shallow and unable to meet the total
financing requirements of the countries. Countries,
therefore, continue to rely heavily on external funds
to finance their budgets. Efforts at developing well-
functioning and liquid domestic securities markets
continues in earnest to help countries mitigate
some costs and risks in their debt portfolio.

Relatedly, there has been a significant change in
the creditor composition of the external debt as
more EMDEs look to private sector debt financing
for key development projects. The composition
has shifted from what pertained during the 1990s
debt crisis when official Paris Club creditors were
predominant. On the bilateral creditors, there

is currently an increase in financing from non-
traditional creditors including China, Saudi Arabia
and India. On financing instruments, there has also
been an appreciable shift from the concessional
loans to more commercial financing from private
banks, the international capital markets and other
private lenders.


https://thecommonwealth.org/our-work/small-states﻿﻿
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Figure 5.4 EMDEs (excluding China) public external debt composition by creditor, US$

billions (2008-2022)
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As can be seen from Figure 5.4, the holders

of external debt have widened, with private
bondholders taking up a comparably high share

of the external debt alongside the multilateral
development banks (MDBs) and commercial
banks. At the same time, as mentioned earlier,
emerging market public and private creditors have
become prominent, especially from countries
such as China and Saudi Arabia. Excluding China,
the share of EMDESs' external public debt held by
private bondholders increased from 30 per centin
2008 to 41 per centin 2022. Looking specifically at
developing countries, the share of external public
debt contracted from private creditors has gone up
in developing countries across all regions from 47
per centin 2010 to 62 per cent by 2021.

The structure of the public debt portfolio has
important implications for the costs and risks
embedded in the public debt. A change in the
structure could be a good diversification strategy

2022

but could also fuel the costs and risks. For instance,
a debt portfolio with high composition of external
debt would have a high currency risk exposure,

as the public debt (converted local currency) will
be subject to the movement in the domestic
currency. Also, a portfolio with high commercial
debtincreases the cost of debt (interest costs)

as commercial financing tends to be more
expensive than financing from muiltilateral and
bilateral sources which are mostly concessional.
This has implications also for debt servicing and
the overall budget. Last, as the holders of public
debtincrease, there is considerable increased
complexity in both the creditor groups and
financing structures, which could complicate and
delay debt resolution processes. It is, therefore,
important for governments to be deliberate about
the structure of their debt portfolio, ensuring it

is aligned to a well-designed Medium-Term Debt
Management Strategy.

Box 5.1 Emergence of China as a prominent non-traditional lender

In recent times, China has emerged as a

prominent non-traditional lender in the aftermath

of the 2008 global financial crisis. In 2013, China
launched its Belt and Road Initiative (BRI), with
the aim of providing financing for a range of
infrastructure projects in developing countries.
BRI loans were part of a broader package of
support and intervention that included making
direct foreign investments through state-owned
and state-linked Chinese firms.

As at 2022, 146 countries had signed BRI
co-operation agreements and this included
about 43 of 56 Commonwealth member
countries (Appendix B). China has subsequently
become the largest bilateral official
(government) creditor within the developing
world. The share of total external debt held

by China went up to from 1 per centin 2008

to 5 per centin 2022, being predominantly
EMDE debt.



5.3 Rising cost of debt

As discussed in Section 5.2, the public debt
structure has cost implications for the overall public
debt portfolio. As debt structures have evolved
over time, there has also been a noticeable change
in both the interest rate types in the portfolio

as well as the overall cost of debt, which directly
impacts the government's interest payments. In
economic theory, the overall cost of debt on the
public debt portfolio is known to give signals on the
sustainability of the debt. Where the cost of debt
(r)is greater than the growth rate of the economy
(g), public debt is put on an unsustainable path.
This could lead to a debt spiral, as the government
would have to borrow to cover both interest
payments and principal repayments, in the absence
of budget surpluses. This significantly impacts debt
sustainability and overall fiscal sustainability.

In recent years, there has been widespread debate
on how skewed the global financial architecture is,
making it relatively difficult and more expensive for
EMDEs to access financing for their development.
Generally, the cost of borrowing for EMDESs has
been shown to be about three times higher than
borrowing accessed by developed nations on
comparable terms. This increase in cost, referred
to as the 'developing country premium’is often
due to perceived risks, market access barriers

and power dynamics. This unfairness in the global
financial architecture has contributed to the risein
interest payments and sustainability concerns in
most EMDEs. Accordingly, the Summit for a New
Global Financing Pact, held in Paris in 2023, and
other initiatives seek to, among others, reform the
international financial architecture to reduce the
cost of debt for most EMDEs.

In addition, interest rates have surged globally in the
last five years due to major inflationary pressures
caused by the pandemic (2020) and the war in Ukraine
(2022). As inflation rose to unprecedented levels

in the advanced economies, this prompted central
banks to hike interest rates to curb the rise inflation.
Subsequently, rates on the Secured Overnight
Financing Rate (SOFR) and other base rates went

up considerably, increasing the cost of debt and
increasing debt-service payments for most countries.
In 2022, the SOFR increased over 400 basis points,
and this affected the external debt of EMDEs, most of
whichis made up of variable-rate loans.

Conseqguently, there has been a rapid rise in total
public interest payments in developing countries.
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Estimates show that half of developing countries
directed more than 6.9 per cent of government
revenues (1.5 per cent of GDP) towards interest
payments (UNCTAD 2024). Rising debt-service
burdens in recent years have questioned the
sustainability of public debtin most countries,
especially for many low- and middle-income
countries. In 2023, the total debt-service burden
faced by countries was on average 13 per cent
of total spending and nearly 25 per cent of tax
revenues (IMF 2024a). That was about twice the
level seen 15 years ago. The World Bank (2024d)
also pinpointed a similar trend, stating that
developing countries in 2023 had to channel a
record amount of US$1.4 trillion to service their
foreign debt —the highest figure in about 20 years.

Further estimates on debt relief for green recovery
projects (Debt Relief for Green and Inclusive
Recovery Project 2024), projected that emerging
countries would be paying a record US$400 billion
to service external debt in 2024, denying 47 of
these countries the chance for optimal investment
in climate adaptation. This phenomenon is worrying
as increased interest payments constrain fiscal
space and divert substantial amount of funds

away frominvestments in key growth sectors

of the economy, including education, health,
employment, climate and other areas important for
youth development.

5.3.1 Impact of high cost of debt within
the Commonwealth

Within the Commonwealth, the share of interest
payments in total government expenditure
continues toincrease. During 2019-2021,

interest payments averaged well above 10 per
cent of government expenditure and 13 per cent
of government revenues. Countries including
Bangladesh, Ghana, Jamaica, Sri-Lanka and Zambia
recorded interest payments exceeding 20 per cent
of government expenditure, with Ghana, Zambia
and Sri-Lanka recording interest payments far
above 30 per cent of government revenue.

Relatedly, the total debt service within
Commonwealth member states also shows an
upward trend. Debt-service obligations rose
significantly from US$45.65 billionin 2010 to
US$171.84 billion by end 2023 (Figure 5.5).%!

21 Dataarereported for only 37 Commonwealth countries.
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Figure 5.5 Debt-service payments for 37 Commonwealth member states (2010-2023)
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Figure 5.6 Debt service/revenue and debt service/GDP in Commonwealth member
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Looking at liquidity ratios, a similar upward trend

is observed —as the ratios of government debt
service to revenues and GDP show. This could point
to anincrease in liquidity risk as more resources,

be it revenues or GDP, are committed to the
repayment of outstanding debt. The sharp increase
in these ratios in 2021 could be partly due to the
sharp decline in government revenues and overall
GDP at the time of the pandemic. Accordingly, there
is a noticeable decline in the ratios in 2022, which
could be partly attributed to the gradual economic
recoveryin 2022 as countries eased lockdowns and
economic activities gathered momentum. Both
government revenues and GDP begun to show
appreciable increases by 2022.

The upward trend in debt-service costs, as shown in
Figure 5.6, inevitably had implications for countries

in managing their public finances during and after
the pandemic. Financing pressures, due to relatively
high interest payments and the pace at which low-
income countries need to repay debt, have strained
budgets and impeded governments' abilities to
meet their development agenda.

5.4 Debt vulnerabilities within
the Commonwealth

'Public debt sustainability’ refers to the ability of a
sovereign country to repay its current and future
debt obligations without resorting to debt relief or
the accumulation of arrears. The public debt-to-
GDP ratiois a key indicator used to assess public
debt sustainability. It is a ratio that measures a
country's total public debt levels relative to its
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Figure 5.7 Rising debt-to-GDP ratios within Commonwealth member states (2010-2024)
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Table 5.2 Public debt-to-GDP ratios by region, excl. ABCI

Public debt-to-GDP, excl. ABCI

D
— Toow [eos [eon  [weo [eom [aom [eoms [eon |

Africa 22.7% 35.1% 46.4%
Caribbean 62.1% 63.8% 67.1%
Asia 62.0% 64.0% 74.4%
Pacific 29.1% 33.9% 32.8%
Europe 57.9% 91.0% 71.9%

55.2%
83.2%
82.5%
44.0%
88.2%

56.6% 58.1% 63.2% 66.1%
78.9% 65.0% 65.3% 61.3%
82.2% 87.1% 94.2% 94.1%
48.3% 47.5% 48.1% 51.6%
78.0% 68.8% 63.3% 58.6%

Source: Commonwealth Secretariat (Debt Management Unit) computation based on data from IMF World Economic Outlook

database (April 2025)

total output (GDP) at a particularly point in time.
Itis a measure of solvency and is usually analysed
together with other liquidity indicators, such as the
debt service-to-revenue and external debt-to-
exports ratios. A country's public debt is classified
as being at a risk of public debt distress if any of
the four external debt burden indicators or the
total public debt burden indicator?? breach their
corresponding thresholds/benchmarks under

the baseline scenario. This decision is arrived

at after a comprehensive debt sustainability
assessment has been carried out using the IMF's
debt sustainability toolkit or other proprietary debt
sustainability toolkits.

From Figure 5.7, it is observed that the cumulative
public debt-to-GDP ratios of Commonwealth
member countries have consistently trended
upwards as public debt levels rise over the period
(see Section 3.2). When the public debt-to-GDP ratio
rises, breaching a specified threshold determined

22 Presentvalue (PV) of debt-to-GDP, PV of debt-to-exports,
debt service-to-revenue, and debt service-to-export
indicators.

based on the country's debt carrying capacity, it
points to rising debt vulnerabilities in the country.
The total debt-to-GDP ratio for the Commonwealth
stood at 62 per centin 2011, rising continuously

to 68 per centin 2017 and peaking at 87 per cent

in 2020. Though the debt-to-GDP ratio showed a
marginal decline in the immediate years following the
COVID-19 pandemic, it started an upward trajectory
in 2022, staying elevated thereafter.

Looking at the trend in the debt-to-GDP ratio,

one can infer arise in debt vulnerabilities in the
Commonwealth as the ratios significantly breach
the thresholds of 55 per cent and 70 per cent set by
the IMF for countries with medium and high debt-
carrying capacity, respectively. However, high debt
ratios, though concerning, do not necessarily imply
a debt crisis. The extent to which a country can
afford to borrow is decided based on each country's
unigue circumstances.

The trend in public debt-to-GDP ratios in all
Commonwealth states, as shown in Figure 5.7,

is consistent for most member countries when
analysed individually. Table 5.2 provides trends of



public debt-to-GDP ratios by region. Based on the
discussions so far, the high debt levels depicted
especially for some regions is concerning. As would
be discussed later, some countries in Africa and
Asia faced huge debt difficulties and resorted to

a comprehensive debt restructuring in the period
right after the COVID pandemic.

Turning to Commonwealth small states, on average,
the ratio of debt-to-GDP has been on an increasing
trend over that period —though the rate of increase
has varied over different periods (see Figure 5.7). In
2010, the debt-to-GDP ratio for Commonwealth
small states was 43 per cent. This rose consistently
over the period reaching 57 per centin 2019. As a
result of increased borrowing during COVID-19, the
debt ratio jumped to 69 per cent in 2020. Despite
falling in subsequent years, the levels remained high,
around 59 per cent of GDP, in each of the three years
to 2024. In the Caribbean region, several countries'
debt-to-GDP ratios have gone up appreciably.

The high debt-to-GDP ratios seen within the
Commonwealth could be seen to be alarming. It
cannot be overemphasised that to maximise the
gains from resources borrowed, the amount to be
borrowed should be consistent with the country's
macroeconomic objectives and its development
strategy. Government borrowings should not only
be determined by demand for external resources
but also by the country's capacity to service its debt
without placing too much pressure on its external
and internal accounts. Last, borrowed funds should
be put to productive use.

In the aftermath of the COVID-19 pandemic, several
countries, including small states, were classified as
being at high risk of external debt distress, though
public debt overall was assessed to be sustainable.
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As of 2023, four Commonwealth countries were
classified as having unsustainable debt levels, with
their external debt portfolios being in debt distress:
Zambia, Sri Lanka, Ghana and Malawi.

5.4.1 Climate crisis intensifying debt
vulnerabilities

Any discussions on debt vulnerabilities would be
incomplete without looking at the impact of the
climate change crisis on public debt. As discussed
extensively in previous sections, unsustainable
public debt has been shown to derail government's
efforts at tackling key development priorities,
including addressing climate vulnerabilities. At the
same time, environmental shocks pose huge fiscal
risks to government (Figure 5.8), which become
contingent on the public debt and often resultin
increasing borrowing costs and threaten public debt
sustainability. This is more prominent in climate
vulnerable countries and has been one of the
major threats to debt sustainability in small island
developing states (SIDs).

Climate-related shocks have been growingin
intensity and frequency. Developing countries have
found it increasingly difficult to address mounting
climate-related crises given the constraints to
their public finances. The climate crisis affects
public debt in three main ways. First, climate-
related shocks directly increase public debt levels
as governments shore up borrowing to finance
recovery. For example, Fiji, a low-lying Pacific Island
nation, has faced a succession of cyclones over the
past four years which have resulted in destruction
of localinfrastructure, homes and crops. This forced
the country to borrow money to support the
rebuilding process. The economic downturn

Figure 5.8 Channels through which climate change impacts sovereign risk

Aggregate output risks:

¢ Depletion of natural capital and ecosystem services.

o Aggregate supply and demand shocks.

* Impacts on innovation, competitiveness and efficiency.
e Impacts on international trade and capital flows

Fiscal risks:

e Fiscalimpacts of climate disasters
e Fiscal consequences of adaptation

Sovereign risk

Financial sector risks:

e Increased financial sector instability

Physical and transitional impacts of climate
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Political risks:
e Increased political instability

Source: Commonwealth Secretariat (Debt Management Unit), adapted from Agarwala et al. 2024



resulting from the pandemic compounded the
nation’s plight. As aresult, Fiji's debts soared amid
difficulties financing planned climate crisis-resilient
and mitigation projects, which inevitably had to be
delayed (WRI 2020). Mozambique is also facing a
huge public debt burden, and a direct link could be
drawn to the back-to-back cyclones that visited

the country in 2019. This cost human lives as well

as causing physical damage costing more than
US$870 million. Mozambique was compelled to take
on more loans to deal with the impact of the climate
related disasters, with matters worsening with the
onset of the COVID pandemic.

Second, the climate crisis increases borrowing costs
for countries. An IMF study of 67 climate-vulnerable
countries found out that a one percentage point
increase in climate vulnerability was associated

with a 0.69 per cent reduction in creditworthiness

in emerging markets. Furthermore, climate-driven
GDP losses could affect sovereign credit ratings. A
reduction in creditworthiness is known to increase
the risk premiums of countries, which translates
into higher interest rates. It has been estimated

that the cumulative effects of climate vulnerability
have increased borrowing costs among the most
affected economies by US$40 billion—US$62 billion
over a 10-year period (Agarwala et al. 2024). A study
led by the University of East Anglia (UEA) and the
University of Cambridge concludes that 59 nations
will experience a drop in their sovereign credit rating
over the next decade if emissions reduction is not
addressed (Klusak et al. 2023).

Last, building a climate-resilient economy requires
huge investment in adaptation and mitigation
initiatives. However, the fiscal constraints force
countries to take on more debt on already high
debt burdens. The situation is made worse as
concessional financing has dwindled in the past
decade, leaving most developing countries with
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little option but to access expensive commercial
financing. Currently, more than 70 per cent of

public climate finance takes the form of debt and

is primarily channelled into climate mitigation.
Meanwhile, the UN Environment Programme
(UNEP) has estimated that annual adaptation needs
for developing countries could amount to US$340
billion by 2030, and US$565 billion by 2050.

Thatis alarming when one considers that almost
half of low-income countries at high risk of —or
already in—debt distress, also have high climate
vulnerabilities. The current financing framework
raises the risk of countries gettinginto a vicious
cycle of rising investment requirements for climate
change mitigation and, primarily, adaptation,
deteriorating debt sustainability and consequent
under-investment.

A UN Trade and Development (UNCTAD) report
(2022) shows that that 29 of 69 countries eligible

to access concessional finance under the IMF's
Poverty Reduction and Growth Trust (PRGT) (42 per
cent of the total) would be at the intersection of high
debt as well as climate vulnerabilities (Figure 5.9).

The urgency in addressing this twin crisis of climate
and debt has been echoed by some renowned
world leaders whose countries face the brunt

of these crises. The Barbados Prime Minister,

Mia Mottley, who is an advocate on the subject
matter has noted that "Tackling natural disasters

and protecting the environment are the single-most
significant causes for increases in our debt’ (WRI
2023). Sheis currently championing the Bridgetown
Initiative, which calls for the immediate reform of
the international financial architecture to effectively
address these challenges. Also, Mr Dickon Mitchell,
Grenada's Prime Minister opined that 'We demand
and deserve climate justice. We are no longer
prepared to accept that it is OK for us to constantly

Figure 5.9 Overlap of debt and climate vulnerabilities in PRGT-eligible countries (2020)
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suffer significant loss and damage arising from
climatic events and be expected to borrow and rebuild
year after year while the countries that are responsible
for creating the situation sit idly by with platitudes and
tokenism.' (Lindsay et al. 2024).

5.4.2 Recentinitiatives to address debt
vulnerabilities

As countries went into lockdown during the
COVID-19 pandemicin February 2020, there was

a standstillin economic activities and widespread
joblosses, which heavily impacted government
revenues and public finances in general. In a swift
move to address possible debt defaults, the

'Group of 20" (G20) put in place the Debt Service
Suspension Initiative (DSSI) to temporarily pause
official debt payments from poorest countries

in May 2020. Private sector and multilateral
development banks were also called upon to extend
a similar payment moratorium to the countries.
Forty-eight (48) of 73 eligible countries participated
in the initiative before it expired at the end of
December 2021. Middle-income countries like Sri
Lanka were excluded from the scheme.

Despite the end of the DSSI, persisting debt
vulnerabilities in many LMICs, coupled with

other economic vulnerabilities from the war in
Ukraine and devastating climate events, forced

an increasing number of countries to seek debt
restructuring from external creditors. The G20,
therefore, introduced the Common Framework for
debt treatment (CF). The Common Framework,
which was supported by the Paris Club, aimed to
promote broad creditors’ participation, including
by the private sector, to facilitate timely and orderly
debt relief treatment for DSSI-eligible countries.
Like the Paris Club, the CF involves a case-by-case
approach to reaching sovereign debt resolutions,
with the support of and co-ordination by all
bilateral creditors with claims on the country, and
comparable treatment from private creditors.

By the end of 2022, multiple countries had
requested debt restructuring agreements under
the CF and directly with the Paris Club or with their
respective bondholders. Four countries came
forward with requests for debt treatment under

the CF: Chad, Ethiopia, Ghana and Zambia. Chad
was the first to conclude an agreement with its
bilateral creditors in October 2022, and with private
creditors, including Glencore PLC, shortly thereafter.
The agreement with private creditors rescheduled
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US$1 billion over 12 years, including a two-year
grace period at a reduced interest rate. Ghana and
Zambia's requests for debt relief followed default on
their external debt obligations to bondholders.

In 2023, Zambia reached a milestone agreement
with bilateral creditors, including China, to
restructure US$6.3 billion. The agreements include
an average extension of debt maturities of more
than 12 Years. Interest rates were set at 1 per cent
during the next 14 years and up to 2.5 per cent
thereafter. Provision has been made for Zambia to
increase payments if the economy should perform
better than expected. In principle, Zambia would pay
about US$750 million in the next decade compared
to the almost US$6 billion that was due to official
creditors before the debt restructuring.

The official debt deal paved the way for formal
negotiations on restructuring of US$3 billion
owed to bondholders. After an agreement in
principle was initially rejected as not meeting the
comparability treatment, in March 2024, Zambia
reached an accord on reworking the US$3 billion
in debt with bondholders. The Government of
Zambia and Steering Committee of the Ad Hoc
Creditor Committee reached the agreement

in principle on key commercial terms of a
proposed restructuring transaction relating to the
government's bonds due in 2022, 2024 and 2027.
The restructured Eurobonds provided debt relief by
bondholders, including foregoing around US$840
million in claims (compared to US$700 million in
the previous proposal). The offering also provided
approximately US$2.5 billion in cash flow relief
through reduced debt servicing payments during
the IMF Programme period. The deal proposed
swapping Zambia's three existing instruments into
two amortising bonds, one of which would deliver
higher repayments if Zambia's economic outlook
and capability to deal with its debt improved.

Ghana defaulted on most of its overseas debt

in December 2022 after debt servicing costs
soared. Ghana reached an agreement in principle
in January 2024 to rework US$5.4 billion of loans
with official creditors under the CF. In June 2024,
the Government of Ghana reached an agreement
on a memorandum of understanding (MoU) with its
Official Creditor Committee (OCC) regarding the
debt treatment agreed in January 2024. Talks with
bondholders were continuing at the time of writing.

SriLanka was not eligible under the G20 Common
Framework but found itself in serious economic,



financial and debt difficulties in 2022. The sharp
economic downturn and currency shortages
pushed it to default in that year. Following lengthy
engagements with the IMF, the country reached
anagreementin June 2024 to restructure US$5.8
billion of its bilateral debt following discussions
with a committee of official lenders including India,
Japan and France in Paris. It agreed to postpone
all bilateral loan instalments to these creditors
until 2028 with a full debt repayment grace period
extended to 2043. Interest rates would stay at

or below 2.1 per cent. SrilLanka's external debt
payments are set to fall from over 9 per cent of GDP
in 2022 to less than 4.5 per cent in 2027.

In July 2024, SriLanka reached a macro-linked
restructuring deal with its external bondholders
covering US$12.5 billion of outstanding bonds on
which it defaulted in April 2022. The agreement will
see virtually all its principal and coupon payments
adjusted depending on how the country's economy
performs over the next three years (2025 -2028)
compared with projections made by the IMF

under its US$2.9billion Extended Fund Facility
programme. The original bonds would be given a
28 per cent nominal 'haircut’ while accrued interest
over the last two years would also receive an 11 per
cent haircut. The new bonds were due to start to
accrue interest from the end of March 2024. The
US$9.04 billion of new bonds would be split into ten
different instruments, maturing on 31 March each
year between 2029 and 2038. All but two US$800
million notes maturingin 2034 and 2035, as well as
the past due interest ones, would be linked to the
country's macroeconomic performance.

If Sri Lankan performs in line with the IMF's current
‘baseline’ expectations from 2025 to 2028, with
annual GDP at US$88.6 billion, then the proposed
28 per cent haircut on the original notes will remain
in place after 2028, alongside an average weighted
coupon of 6.30 per cent after 2028. However, if
the economy underperforms, and GDP reaches
US$84.7 billion, then the haircut would increase to
40.4 per cent, offering Sri Lanka greater relief. The
post-2028 coupon would remain unchanged. If Sri
Lanka's GDP outperforms the basic scenario and
reaches US$100 billion, then the haircut will reduce
to 15 per cent while the average coupon after 2028
will rise to 8.20 per cent.

5.5 Lessons from past debt crisis

Debt crises and defaults have always existed and
dominated the social and economic narrative over

5. Public Debt Levelsinthe Commonwealth \ 43

time. Due to such recurrence, there may well be a
strong tendency for the wider public to conclude
that instead of being positive, borrowing may have
created more harm than good to the economies of
so many developing countries (as well as developed
nations). The advent of such crises has in particular
affected the lives and standards of living of the
poorest, women and youth. The huge borrowing
spree currently witnessed means that future
generations —including young people — will have to
bear the effects of the debt burden.

Sovereign debt crises tend to be associated with
currency and/or banking crises, making them

very costly. Itis estimated (De Paoli et al. 2009)
that sovereign debt crises in Emerging Market
Economies (EMEs) have led to output losses
—atleast 5 per cent on average in level terms.
Furthermore, these periods of below potential
economic growth have been persistent, lasting on
average around 8-11 years. Sovereign defaults also
have high spill-over costs to other countries via
financial and trade links. Calls to resolutely address
the legacies of recent crises and minimise the pain
on those living in poverty and the most vulnerable,
including young people, have become louder.
Meanwhile, based on past events, the international
community appears to react on average over

5-6 years too late to provide respite to countries

in need.

Debt crises in the 1980s and 1990s

The modern history of sovereign debt crises is
largely believed to have started in the 1980s, with
Mexico defaulting followed by many other countries.
That episode, which lasted almost a decade, nearly
brought the world financial system to its knees.
Mexico's announcementin 1982 that it would
default onits external debt sparked a debt crisis
that swept the globe. Over the ensuing decade,
many countries were compelled to reschedule their
external debt. Most of them had to seek multiple
rounds of negotiation to reschedule debt flows —
with the debt burden still not going away. The debt
crisis of the 1980s remains a landmark inin the
history of financial crisis. About 40 countries mainly
in Latin America, Africa, Asia and Eastern Europe
were severally impacted by the debt crisis.

Following international calls for more
comprehensive debt relief, including by the
Commonwealth Secretariat during the 1990s, the
Heavily Indebted Poor Countries (HIPC) Initiative
was launchedin 1996 and enhancedin 1999. That
not only accelerated the process to reduce the debt



of the poorest countries to sustainable levels, but
it was the first time that multilateral debt reduction
was decisively brought into debt negotiation.

The enhanced HIPC Initiative provided a more
comprehensive package of supportinvolving the
World Bank, the IMF, other multilateral agencies,
as well as bilateral and commercial creditors. The
initiative was certainly beyond the traditional debt
relief mechanisms provided by official bilateral and
private creditors. In that sense, the framework
was considered a landmark initiative, as it was the
first time that all those parties had been brought
together. Since then, 36 eligible countries have
reached the HIPC Completion Point and received
substantive debt relief through the HIPC Initiative
and the Multilateral Debt Relief Initiative (MDRI)
established in 2005.

In attempting to bring different categories of debt
under the debt deal, the aim of the HIPC framework
was in line with the commitment to providing 'faster,
broader and deeper’ debt relief to countriesin
urgent need of such support. However, HIPC did not
stop there. The approach conceived and qualified as
‘innovative' and 'transparent’ at that time, was to link
debt relief to the Poverty Reduction Strategies of
individual governments. As part of this transparent
framework, national governments were invited

to take the lead —in close consultation with civil
society, including poor and vulnerable constituents
—in formulating comprehensive national strategies
for reducing poverty. That way, the delivery of

debt relief that led to a reduction in debt service

was conditional on countries demonstrating

a commitment to put the freed-up resources
towards poverty reduction initiatives, hence directly
helping the poor.

The link between providing debt relief and directing
such savings towards poverty reduction has been
seen to be a good model to be replicated, for
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instance, in dealing with the climate crisis. As argued
later, there should be sufficient roomininnovating
financing solutions to bring in youth development
as a recipient of future debt relief.

In July 1997, East Asia became the epicentre of a
major financial and debt crisis. This shock caught
nearly everybody by surprise as the concerned
countries had consistently been growing rapidly
over several decades and were not known to

be heavy debtors. The single mostimportant
trigger for the crisis that swept the region was
the devaluation of Thailand's currency, the baht,
which soon became the precursor to the wave
of massive depreciations of other currencies in
the region —especially for Indonesia, Malaysia,
Philippines and South Korea. Again, the most
marginalised groups in society were the most
affected by the crisis — not a consequence that
made the headlines.

Global financial crisis of 2008

With the advent of the global financial crisis in
2008, the issue of restructuring sovereign debt
returned as a key concern to governments and
market participants. That episode was largely
considered the worst economic disaster since

the Great Depression. No financial market around
the world was spared by the crisis, while it brought
down major banks across many countries. More
importantly, it left millions of people without jobs,
savings and homes. Again, innocent bystanders
such as young women and men felt social and
economic pain through no fault of their own (see
Box 5.2). Itis believed that the crisis was caused by
a toxic combination of deregulation, excessive risk-
taking, lax lending standards and the bursting of a
massive housing bubble. Yet the seeds of the crash
were sown over many years through flawed policy
decisions and unchecked market excesses.

Box 5.2 The 2008 financial crisis and its effects on young people

The global economic crisis did hit youth very
hard. In the OECD area, the youth (15-24)
unemployment rate rose by 6 percentage points
in the two years to the end of 2009, to reach
almost 19 per cent.

It was estimated that there were nearly 15 million
youth unemployed in the OECD area, about 4
million more than at the end of 2007. Despite

the ensuing economic recovery, the short-term
prospects for youth unemploymentin OECD
countries had remained gloomy.

Coping with a job loss in a weak labour market
—when job offers are scarce and competition
among jobseekers is fierce —is difficult for anyone.
But for disadvantaged young people lacking basic
education, failure to find a first job or keep it for



long can have negative long-term consequences
on their career prospects. Some experts refer

to this as 'scarring’. Beyond the negative effects
on future wages and employability, long spells

of unemployment while young often create

By 2007, financial markets around the world
were showing signs of an impending problem
after years of a 'spending spree' based on the
availability of cheap credit. The Federal Reserve
had lowered the federal funds rate from 6.5 per
centin May 2000 to 1 per centin June 2003.

The aim was to boost the economy by making
money available to businesses and consumers at
bargain rates.

The result was an upward spiral in home prices as
borrowers took advantage of the low mortgage
rates. Subprime borrowers with poor credit
history found themselves able to buy a home
due to lenient lending rules. The banks that held
the mortgages were then able to sell them on

to Wall Street banks that packaged them into
mortgage-backed securities and collateralised
debt obligations (CDOs). A secondary market
for originating and distributing subprime loans
soon developed and consequently banks around
the world were soon holding trillions of dollars
worth of those collateralised debt obligations on
their books.

Wheninterest rates eventually started torise, the
mortgage market collapsed. In October 2007, the
Swiss bank UBS became the first major bank to
announce losses of US$3.4 billion from subprime-
related investments. The UK had to nationalise
the bank Northern Rock in February 2008. Global
investment bank Bear Stearns, a key actor within
Wall Street, collapsed. The collapse of another
highflyer, Lehman Brothers, in September marked
the largest bankruptcy in US history.

The 2007-2008 financial crisis was not confined

to the US but became a global event. Many
international banks found themselves holding
massive amounts of useless mortgage-backed
securities when the bubble did eventually burst.
Many countries in the European Union (EU), such as
Ireland, suffered economic slowdown, while Greece
defaulted onits international debts. In response to
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permanent scars through harmful effects on a
number of other outcomes, including happiness,
job satisfaction and health, many years later.

Source: Extract from OECD (2010)

the 2008-2009 global financial shock, central banks
inthe US and Europe lowered interest rates. As a
result, interest rates in private markets remained
low for the coming decade. Such low interest rates
in Mmature markets resulted in many investors
turning their attention to so-called emerging and
frontier markets —which provided higher returns.

Many governments, including several in sub-
Saharan Africa, took advantage of the low interest
rates and were able to issue international bonds for
the first time. Rather than borrow from traditional
sources such as the World Bank or from the
governments of rich countries, these governments
now had access to capital from private markets.
Private investors paid little attention to political
risk; some governments further reduced investors'
perceived risk by securing their debts with natural
resource revenues. Itis likely that this prepared the
way for the explosion of private sector borrowing
that took place in frontier markets 2°in the years
that followed and which may have in part led to the
crisis facing the world recently.

Greek crisis

The serious difficulties faced by Greece in

recent years have been observed by all, causing
it to launch one of the largest sovereign debt
restructuring packages in history. In April 2012,
the Greek Government restructured €200 billion
of its sovereign debt, imposing net present value
(NPV) losses of 59-65 per cent on its creditors
(Zettelmeyer et al. 2013). At the same time, market
participants have been pricing in material default
probabilities for some advanced economies'’
sovereign debt. [t was only in August 2018 that
Greece successfully exited its final, three-year
Eurozone bailout package.

23 Frontier markets are economies that fall between least-
developed countries and emerging markets in terms of
development.
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Box 5.3 Hidden debt, debt crisis and impact on welfare

One dimension in the debt crisis debate that

is not well publicised, relates to increasing
concerns about 'hidden debt’. Many sovereign
debts are believed to be hidden, undisclosed or
opaque. Revelations of previously unreported
debts have —as in the cases of Greece and
Mozambique —led to major debt crises.

A World Bank report titled Hidden Debt Revelations

(Horn et al. 2024) attempted to quantify hidden
debt by tracking ex-post revisions of debt figures
in debt statistics. Across all countries and years,
itidentified US$1 trillion in 'hidden’ sovereign
borrowing that was added to debt statistics only
in hindsight. While this represented more than
12 per cent of total sovereign borrowing by all
countries used in the sample, this was still the
lower limit against what was actual hidden. In
trying to answer the puzzle as to why developing
and emerging market countries have repeatedly
entered default and debt distress despite having
seemingly manageable levels of public debt, the
report authors pointed out that unreported debt
could be areason. The frequent and sizeable

The evidence and inferences on data presented in
this chapter have demonstrated how high debt and
debt-service costs can bring major disruptions to
financial, economic and social development. These
costs can strongly influence the different facets

of economic and social development that have a
direct bearing on young people’s lives. Worryingly,

ex-post upward revisions of the public debt —as
documented in the analysis — could help to explain
why countries were more susceptible to crisis,
even at low levels of reported debt.

The other finding that is relevant for this report is
that overall, hidden debt was welfare detrimental
as it worsened the borrowing opportunities of the
debtor country. If the uncertainty linked to hidden
debt was addressed by, for instance, making it
public information, it would allow the economy to
sustain higher debt at lower spreads. That would
deliver large average welfare gains of 5.5 per cent
of permanentincome.

The model used by the World Bank also allowed

it to analyse the welfare effects of increased
oversight in a world with asymmetric information
and hidden debt. It found that only countries

with strong fundamentals and low hidden debt
levels would benefit fromincreased transparency.
Countries with high levels of hidden debt on the
other hand, would be likely to find exposure to
greater scrutiny costly.

the recurrence of such crises is bound to adversely
compromise not only their current standing and
contribution to society, but will seriously limited their
opportunities to become major actors in driving
forward the future development agenda. The need
to deal with the public debt—youth development
nexus is discussed later in this report.
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6. Impact of Public Debt Burden

on Youth

The analysis and country experiences discussed

in the previous chapters highlight the pertinent
challenges and bottlenecks that economies,
especially LDCs and small states, continue to face
in meeting the Sustainable Development Goals. As
countries confront the issue of limited resources to
meet their investment, social and other budgetary
needs, they have resorted to borrowing to finance
escalating fiscal deficits. As the cost of servicing
existing debt and contracting new borrowing have
increased, the onerous debt burden faced by a
growing group of countries has become central,
seriously undermining governments' ability to
satisfy the needs of their constituents, including the
youth. The impact of public debt on youth is multi-
dimensional and requires a comprehensive solution
to addressing these challenges.

Akey challenge in exploring the impact of debt
specifically on young people has been lack of
adequate data on some key indicators. This is not
surprising given the paucity of granular analysis

on this subject. Available data and existing works
have focused more broadly on the impact of public
debt on development and people living in poverty.
Although the analysis has had to rely on inferences
of the wider population, this report posits that
given the growing youth population, anything that
impacts people, especially in terms of work and
education, is mostly felt by youth.

This report will help start meaningful conversations
on the subject, prompting stakeholders, including
statisticians and other social policy activists, to
look into this area and address data concerns and
other gaps to help refocus government policies for
sustainable youth development.

6.1 Exploring the public debt and
youth development nexus

As discussed extensively, governments are
generally constrained by limited domestic resource
mobilisation, including low revenue collection,

and often resort to borrowing to meet their
financing needs. As explained in Chapters 3 and
5,if debtis contracted within a sound public debt

financial management framework, there is the
expectation that debt will be used productively in
sectors that promote economic growth and shore
up government revenues in the medium to long
term to repay the accrued debt. However, this

has not always been the reality, as countries have
increasingly used debt to finance 'questionable’
expenditures. Consequently, public debtis left to
grow indefinitely, becoming unsustainable over
time. Unsustainable public debt levels substantially
increase the debt servicing costs of government,
taking up considerable fiscal space. In such
instances, governments tend to sacrifice education,
health, employment and other social welfare goals.

Figure 6.1 presents a simple depiction of the public
debt, youth development and growth channels cycle.
It can be observed that unsustainable public debt
levels can create a vicious cycle that canimpede
optimal investment in youth development, constrain
growth and limit domestic resource mobilisation. If
the situation remains unchecked, this could affect
the long-term peace and stability of a country.

Similar to what happened in Zambia, Ghana and
others, when public debt becomes unsustainable,
the affected country loses access to the financial
markets, making it impossible to access additional

Figure 6.1 The public debt and youth
development nexus
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Source: Commonwealth Secretariat (Debt Management Unit)



financing. In this regard, governments with marked
fiscal imbalances have no choice but to implement
fiscal consolidation programmes to bring back
macroeconomic stability. As mentioned in earlier
chapters, when fiscal consolidation — especially
fiscal austerity — measures are implemented,

they lead to decreases in government social
expenditure. Fiscal consolidation measures

that are spending driven may hurtimportant
social expenditure allocations, especially

towards education and health (Lahiani et al.

2022). A case in point is Greece, which during

its debt crisis had to implement harsh austerity
measures —including cuts to pensions and public
spending and privatisation of public services.

This led to widespread job losses, civil unrest

and impoverishment.

Despite the gains made on youth development,

as reported by the Commonwealth Youth
Development Index (see Chapter 2), many
challenges and gaps remain. UNCTAD (2023b)
reports that the impacts of these crises have
resulted in a reversal of years of growth and
development progress in LDCs, including in key
areas of the SDGs such as poverty eradication,
nutrition, health, education and gender equality.
Within all those important areas, young people as an
important subset of the population must inevitably
face those challenges in terms of less spending on
essential services.

To re-emphasise a point made earlier, public debt
has helped to fund critical social infrastructure gaps
including schools, hospitals, health centres and
support to small and medium-sized enterprises,
which have all contributed to the development of
youth. A lot of multilateral and bilateral financing
has gone to support social investments in the past.
However, where debt is not effectively managed
and becomes unsustainable, all gains are eroded
with the upcoming youth bearing the brunt of the
unsustainable debt. The remainder of this chapter
discusses some key concerns that unsustainable
debt levels have for youth.

6.2 Public debt undermining
intergenerational equity

The discussion on public debt and its impact on
young people primarily features the principle of
intergenerational equity. That is, that there should
be a degree of fairness in the distribution and
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allocation of economic resources across different
generations. In this regard, the current generation
has an obligation to make available a minimum
threshold of resources that will be sufficient for
the next generation to meet their basic needs.
This means, the actions or inactions of the current
generation should not lead to future welfare costs
for youth. However, public debt, being a liability on
the balance sheet, pose concerns for both debt
sustainability and intergeneration equity: debt
liabilities must be repaid in the future and, as such,
accumulation of such liabilities may require fiscal
actions such as raising taxes in future.

The age structure of the population raises
concerns about the long-term implications for
public debt and intergenerational equity. As
discussed in Chapter 2, declines in mortality

rates have led to an increase in the global
population aged above 64 years. Consequently,
the old age dependency ratio?* has increased
significantly over the past decade (Figure 6.2).
This has implications for youth (and the working
population more generally) by way of increase in
taxes due to increases in government spending
on healthcare, pensions and other social services.
Of particular interest is the possible impact that
the pension system could have on public debt and
intergenerational fairness.

In most countries, government pensions (social
security) are unfunded (pay-as-you-go plans),
which means that pension benefits are paid directly
from current worker's contributions and taxes.
There are no assets set aside for the future benefits
—meaning pensions are unfunded. As such, a
government would have to raise taxes or debtin
the future to pay off these contributions. Also,

in some countries where the government does
make current contributions, there are instances
where the contributions made are insufficient for
the promised future benefits. These shortfalls
(‘'unfunded liabilities') eventually add to the public
debt, thereby inflating the public debt stock. This
has been one of the major contributory factors to
unsustainable debt levels in some countries.

Looking specifically at the public debt, two main
factors that bring the welfare impacts of public
debtinto perspective are the cost of debt and the

24 proportion of elderly people (aged 65 years and over)
compared to the working-age population (aged 15 to 64
years).
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Figure 6.2 Old age dependency ratios —global
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use of funds. Empirical research has shown public
debt could minimise future welfare costs if the
cost of debt is lower than the rate of economic
growth (Institute of Policy Studies 2021). Looking
at the Debt Sustainability Framework, a lower cost
of debt relative to the growth rate is a necessary
condition for putting debt on a sustainable path
(see Section 3.3). Additionally, where public debt is
put to productive use which yields greater returns
(both economic and social), the future costs are
minimised to the benefit of future generations.

The concept of intergenerational fairness took
centre stage in Europe during the financial crisis in
2008. In many European countries, the economic
fallout from crisis, especially rising unemployment
and stagnating wages, led to a marked reduction

in public spending. This impacted heavily on
younger people. According to Intergenerational
Foundation (Simpson and Bui 2021), young people
in the UK have lived through a decade of rising
intergenerational unfairness. The findings suggested
that young people have fallen behind in nine of ten
policy areas. Thirty-one (31) indicators were used to
investigate how the position of young people had
changed areas including the labour market, housing,
higher education, government expenditure, wealth
and expenditure, physical and mental health, political
representation, and the environment. In all policy
areas, except for the environment, the position of
younger people had either declined or stagnated
over the previous ten years.

This is the founding motivation behind the Golden
Rule for Fiscal Policy in that, when public debt is
used to finance projects with long-term economic
gains that can self-finance the debt taken, youth will
not be burdened with high public debt levels carried

over into the future. The application of the Golden
Rule must also factor in the long-term economic
and social benefits of some social investments
such as education and health, which promote
human capital formation and long-term growth and
development (Amico et al. 2022).

Addressing intergenerational equity has also
become critical amid the climate crisis and
biodiversity loss. Greenhouse gases that are
polluting the atmosphere and destabilising the
Earth's climate system are recognised to be a
result of actions of past, present and near-future
generations. Such actions could condemn future
generations to face a more unsustainable climatic
system. The damaging effects of rising sea

levels, persistent droughts, erratic rainfall patters,
among others, are already being experienced

and are inevitably growing in intensity. Future
generations are bound to face the challenge posed
by climate change more acutely. Putting public
debt to effective use to address looming climate
challengesis, to an extent, a means of ensuring
intergenerational justice for the welfare of the youth
today and future youth populations.

6.3 Public debt and impact on
education

The impact of high public debt levels on education
is another area that directly concerns young people
and their quality of life. When public finances are
well managed and the public debt is well anchored,
a government has better fiscal space to invest in
critical sectors of the economy. This could help

to expand the economy and contribute towards
welfare and the standard of living.
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Figure 6.3 Total public debt and multilateral debt service against investmentin
education, LAC average (% of total public expenditure)
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However, when public debt rises, the associated
increase in debt-service payments could
represent a significant resource outflow that
could severely impact the government's fiscal
position. Where such outflows become too
onerous, as seen recently, this may compromise
government spending in other essential areas
such as education. For example, as seen in Figure
3.2, there has been a decline in public expenditure
in education in recent years as a percentage of
total government expenditure. This drop, though
not exclusively, can be attributed to the rising debt
costs in the same period or responses to climate-
related crises.

Further, a recent publication on the right to
education and public debt in Latin America and

the Caribbean (LAC) (Cantamutto and Costantino
2024) pointed out how the costs of debt and

debt service may jeopardise other expenditure
items, such as those that guarantee the human
right to education. For instance, in 2020, 108 of
116 economies surveyed witnessed a rise in their
public debts —reaching a total of US$1.9 trillion
(equivalent to 8.3 per cent of their GDP). This
meant these countries had to pay about US$194,
billion to creditors rather than using these funds

to address the crisis they were facing. In 62 of
these countries, debt repayments exceeded their
investment in health, while in 36, they exceeded the
funds directed towards education. Figure 6.3 shows
the trend in total public debt servicing, including

the amount paid back to multilateral agencies

as compared to investment in education for the
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LAC region as a whole and as an average for all
LAC countries.

In Jamaica, the debt-to-GDP ratio grew by 33 per
cent at a time when its education-to-GDP ratio
contracted by 12 per cent during 20162020 as
comparedto 2011-2015. In same manner, Grenada
saw its debt ratio growing by 87 per cent between
those two periods, while its ratio of education-
to-GDP contracted by -21 per cent. With respect
to total public expenditure, debt in Jamaica saw
arise of 48 per cent while education went down

by -8 per cent. As delivery of education is a basic
function of the government, the resulting cutbacks
in education imply limitations in ensuring universal
access to learning and development for all. Such
cutbacks often particularly affect women and girls.

The impact of the COVID-19 pandemic on
education quality and standards and the
implications for the future of youth populationis
another concern. The World Bank (Velez Bustillo
and Patrinos 2023) pointed out that school
closures during COVID-19 worsened the learning
crisis. Low-quality instruction was found to be a
major hurdle even prior to the pandemic, where the
learning poverty rate® in low- and middle-income
countries was 57 per cent and as high as 86 per
cent in sub-Saharan Africa. One could argue that
the severity of the impact of the pandemic could
have been less had countries continued to invest
significantly in the education sector.

25 Thelearning poverty rate measures the proportion of children
under 10years of age, who cannot read nor understand basic
text.



As seen already, those countries that faced
pressures from higher debt burdens during and
after the pandemic will have found it hard to take
the required action to address the challenges faced
by students. For instance, governments will have
struggled to implement measures recommended
to reverse learning losses at home and at school
due to budgetary constraints, pressures for
servicing existing debt and limited space to mobilise
funding towards education.

Schemes to boost education are important for
the wider population but especially young people.
Through proper investment, countries can
harness the power of education to break poverty
cycles. That can economically empower those
from the most marginalised communities with
decent and dignified work while promoting upward
social mobility.

6.4 Public debt challenging financial
access and financial inclusion

Promoting equitable access to financial services
by youth is essential for funding youth education,
unlocking entrepreneurship and driving innovation,
which in turn fuel growth and development. In the
past decade, efforts have been made to scale up
financial inclusion in developing countries. The use
of mobile phone technology has revolutionised
access to finance, especially among youth in
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sub-Saharan Africa. As of 2021, about 32 per cent
of youthin sub-Saharan Africa had a mobile money
account (Table 6.1).

Some factors that facilitate financial inclusion

and access are affordability, adequacy of financial
services and financial literacy. Studies show that
despite the efforts made by governments to
facilitate financial inclusion, these factors have not
been addressed sufficiently. For instance, progress
made on financial usage (inclusion) has remained
low, with only 15 per cent of young people saving at
a formal financial institution in developing countries.
Low levels of financial literacy among youth
contributes to the low use of financial services.

In addition, gender disparities are still apparent

in access to financial services. Research (Grover
and Viollaz 2025) reveals some biases against
women which affect the outcomes of their loan
applications. The Global Findex database (2021)
reports that women, the poor, the young and
those outside the workforce had lower bank
account ownership rates on average than men and
adults who were higherincome, older and in the
workforce. Women's access to financial services
relative to men was reported to be 51 per cent

and 56 per cent, respectively (Demirglc-Kunt et
al. 2021). In a survey response, 62 per cent of the
unbanked cited poverty as a main reason in addition
to high costs.

Table 6.1 Financial access and inclusion of the youth population (15-24 years)

Financial access and inclusion of the youth

Developing countries

Account with a financial institution

Mobile money account

Owns a credit card

Borrowed from a formal financial institution
Borrowed for farm or business purposes
Sub-Saharan Africa

Account with a financial institution

Mobile money account

Owns a credit card

Borrowed from a formal financial institution

Borrowed for farm or business purposes

Source: Data sourced from Global Findex Database (2021)

31%

40% 50% 58%
3% 7% 16%
5% 7% 6% 8%
4% 10% 9% 13%
6% 5%
17% 20% 26% 32%
10% 20% 32%
2% 1% 3% 3%
2% 4% 6% 8%
9% 10%



Expanding on the issue of affordability, high
domestic lending rates make it expensive to
access finance, especially for young people who
are starting out in life or venturing into a business
for the first time. As seenin Table 6.1, only about
5 per cent of the youth population in developing
countries (10 per cent in sub-Saharan Africa) has
borrowed to start, operate or expand a farm or
business. This is troubling for a region that seeks
to scale entrepreneurship to boost productivity
and growth. High public debt levels have been
shown to have a direct relationship on domestic
lending rates.

When a government borrows excessively from the
domestic market, domestic interest rates tend to
rise, and this crowds out the private sector from
accessing finance through two main channels. First,
the increase in domestic interest rates is directly
passed through to the banks' lending rates. This
makes the cost of credit expensive, especially

for new start-ups and young people who wish

to access finance for other purposes, including
education. Second, the rise ininterest rates on
government securities make investments in these
'risk-free' securities more attractive. Thus, banks
and other financial institutions move to these 'safe
assets’, investing a high proportion of their loanable
funds in government securities rather than making
it available to the private sector. This, together

with the high transaction costs, collateralisation
and other stringent bank requirements could
significantly raise the cost of credit, making it hard
for youth to mobilise capital.

Ahighinflationary environment could also lead

to a hike ininterest rates, which can adversely
affect people's standards of living, particularly for
young people. Forinstance, a review of the United
Kingdom's economy amid soaring inflation in 2022
showed that the youth, who commonly fall within
the low-income group, would be worst affected as
they spend a higher percentage of theirincome on
food, housing and energy costs (The Conversation
2022). Inlow-income and emerging market
economies where the impact of the Covid-19
pandemic continues to be felt, access to finance by
young people, women and other vulnerable groups
is even more challenging.

6.4.1 Impact on studentloans

Youth in most parts of the world access some form
of financial support to fund their education, usually
at the tertiary level. Most loans go directly to pay
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for tuition and other essential services such as
accommodation. In most instances, the accessibility
of financial services is key in determining which
students can access tertiary education, no matter
their ability/intelligence.

Where students can access loans, the escalating
cost of these loans tends to be a major concern for
youth during and after their education. The young
person who starts out in life with a high outstanding
debt, caused by high tuition fees and high interest
rates, can suffer emotional and mental stress. In
the UK, forinstance, interest rates on student loans
increased sharply from 4.5 per cent to 12 per cent
in September 2022 causing a huge outcry among
students (Jeffreys 2022). The quote from Hillary
Gyebi-Ababio, Vice President of the National Union
of Students, shows the urgency in addressing
thisissue.

'Increasing the maximum interest rate on student
loans to 12% will deter thousands of students
from going to university and will cause unparalleled
uncertainty for the millions of graduates already
repaying their loans, with thousands of pounds
added to their debt sheet.’

6.5 High debt levels affecting
youth employment

High public debt levels contribute to a high
unemployment rate, which affects youth —who
make up a high proportion of the labour force. A
study by Marques and Hérisch (2020) points out
that a necessary condition for high unemployment
levels is low investmentin active labour market
policies (ALMPs). As discussed, high public debt
levels and low growth rates make it challenging for
governments to invest adequately in ALMP.

This interplay is evident during periods of economic
downturn, as happened in the 2008 financial

crisis and the 2020 COVID-19 pandemic. When
countries witness a slowdown in GDP because of

a contraction in economic activity or when facing

a financial or debt crisis, businesses and similar
entities make use of less labour, prompting the
sudden layoff of workers. Young people in particular
feel thisimpact as they face limited opportunities
and experience in the labour market. People

who lose their jobs during economic slowdowns,
especially during deeper recessions, are more likely
to become long-term unemployed, often finding it
more difficult to re-enter the labour market when
conditions improve.



Sections 5.3.1 and 5.3.2 highlight the impact that
the COVID-19 pandemic and the 2008 financial
crisis had on unemployment. Though these two
crises were not directly caused by high public
debt levels, the resultant increase in public debt
left governments with no fiscal space to invest
productively to boost employment and growth.
This exacerbated the levels of unemployment.

In the case of the COVID-19 pandemic, some
governments provided incentives to businesses
to restore production and employment levels;
however, in most cases, the incentives were limited.
Additionally, the stimulus packages rolled out by
government further deepened the fiscal deficit,
thereby magnifying the debt situation.

6.5.1 Unemploymentin the aftermath of
COVID-19

The COVID-19 pandemic led to a sudden spike
in unemployment rates globally. As countries
went on lockdown, limiting the movement of
people and disrupting global supply chains,
businesses were badly impacted, with some
businesses going bankrupt and others laying off
a lot of workers to stay afloat. Five years on, the
spike in unemployment levels, particularly among
young people, continues to be a major challenge
faced across the world in both developed and
developing countries.

According to research by the World Bank, using data
from the International Labour Organization (ILO),
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unemployment rates among youth have mostly
trended upwards as far back as the financial crisis,
when the youth unemployment rate rose from 13.2
per centin 2007 reaching 14.5 per cent by 2011.
Similarly, as the COVID-19 pandemic hit, youth
unemployment rose from 15.3 per centin 2019 to
17.1 per centin 2020 (see Figure 6.4).

Table 6.2, also using data from the ILO, shows levels
of youth unemployment as well as unemployment
rates across the world for different groups of
countries, including low-income and lower middle-
income countries. The global youth unemployment
rate as of 2021 was 15.6 per cent, a significant
jump from 13.5 per cent reportedin 2019. This can
be largely attributed to the COVID-19 pandemic,
though available data show that between 2018 and
2019, even prior to the COVID-19 pandemic, some
countries and regions — particularly those in Eastern
and Southern Africa as well as in Europe and Central
Asia (excluding high-income countries) —had rising
rates of unemployment.

The youth employment-to-population ratio (EPR)
also showed a significant decline from 36.9 per cent
in2015to 34.1 per centin 2022, despite efforts

to boost employment under the 2030 Agenda

for Sustainable Development. The decline can be
attributed to youth population growth outpacing
employment opportunities or job creation. While
the ILO cites youth uptake in education as one of
the contributory factors to the decline in the EPR, it
is concerning to note that the percentage of youth

Figure 6.4 Unemployment, youth total, % of total labour force ages 15-24 (2000-2020)
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Table 6.2 Youth unemployment rates (2019-2022)

Country group

Unemployment rate (%) Unemployment (millions)

—[zo15 [0 [2021 [20m2 201 2020 [z0m1 [0 |

World Total 13.5 15.2
Female 13.1 14.7
Male 13.8 155
Low income Total 8.2 9.1
Female 8.0 9.0
Male 8.4 9.2
Lower-middleincome Total 15.2 16.6
Female 144 15.3

Male 15.5 17.2
Total 14.7 16.3
Female 155 171
Male 14.2 15.8
Total 10.8 14.5
Female 10.2 14.3
Male 11.3 14.7

Upper-middle income

High Income

Source: International Labour Organization ILOSTAT
Note: 'Youth'as definedin this table refers to ages 15-24

'not in employment, education or training' (NEET)
increased by about 1.5 percentage pointsin 2020
from 21.8 per centin 2019. This confirms that the
impact of the pandemic is nearly undeniable.

The IMF further points out that young people

tend to be hurt more by recessions than the

rest of the labour force, pointing to an inverse
relationship between economic growth and youth
unemployment. Accordingly, as reported earlier,
experts believe that if the right policies are not put
in place, there is the risk not only of alost decade in
terms of growth but also of alost generation —given
that unemploymentis the indicator with the most
directimpact on real youth development.

6.5.2 Unemployment in the aftermath of
the 2008 financial crisis

The global economic crisis that began in 2008
again showed that adolescents and young adults
were especially vulnerable to macroeconomic
downturns. Not only did they bear the brunt of the
crisis as it unfolded, but they also suffered from

the subseqguent sluggish employment recovery.
From 11.8 per centin 2007, the global youth
unemployment rate went up to 12.7 per centin
2011, while the youth labour force participation rate

15.6 14.9 67.2 71.0 75.1 73.0
15.0 14.5 25.2 26.4 28.1 27.4
159 15.2 42.0 44.6 47.1 45.6

9.6 9.8 5.5 59 6.5 6.9
9.6 9.6 2.4 2.6 3.0 3.1
9.6 10.0 3.0 3.3 3.6 3.8

17.9 17.0 31.5 32.1 36.0 34.8
16.4 15.9 9.6 9.5 10.6 10.6
18.7 17.5 21.9 22.6 25.4 243
16.4 16.1 23.4 24.0 24.9 24.3
17.8 17.4 10.1 10.2 11.0 10.7

155 15.2 13.3 13.8 13.9 13.6
12.3 11.0 6.9 8.9 7.7 6.9
11.8 10.3 3.0 4.1 3.5 3.0
12.7 11.6 3.8 4.8 4.3 3.9

(the percentage of the age group either working

or looking for work) showed a modest decline as
some discouraged workers gave up their job search
(IMF 2012).

The impact of the 2008 global financial crisis was
wide ranging, including countries in Europe which
were strongly hit. Unemployment was still rising

in several countries four years after the crisis.
Young people (those ages 15 to 24) were the most
affected, with youth unemployment reaching record
levels in several countries. In Spain and Greece,
nearly half of all young people in 2012 could not get
jobs. Young people in Jordan, Lebanon, Morocco
and Tunisia accounted for more than 40 per cent

of allunemployed people, with this figure going
further up to 60 per centin Syria and Egypt. In the
US, despite its impressive job-creation track record,
18 per cent of all young job seekers were not able to
find employment.

According to one IMF blog (2018), youth
unemployment in the Caribbean —which was
among the highest in the world —was one key
bottleneck to growth in the region. The 2008 global
financial crisis had an especially strong effect on the
unemployment rate for those between the ages

of 15 and 24 in.the region, increasing on average



Figure 6.5 Youth unemployment ratesin
the Caribbean
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from 21 per cent to 26 per cent from 2007 to 2013
(Figure 6.5). In some Caribbean countries —such

as The Bahamas, Barbados and Jamaica —youth
unemployment rates were nearly three times those
of people aged 30 and over.

Toillustrate the extent of debt burden faced by
countries in the region, one may refer to St Kitts and
Nevis. With public debt at nearly 140 per cent of
GDP, the island was the most indebted country in
the Eastern Caribbean Currency Union in 2010 and
one of the most heavily indebted countries in the
world. To address these challenges, the government
embarked on a comprehensive and multi-pronged
reform programme with the objective of bringing
the debt-to-GDP ratio to 60 per cent by 2020.

The key elements of the programme comprised
anew value-added tax, an unprecedented 80 per
centincrease in electricity tariffs and measures to
contain wages. As argued already, such austerity
measures would have impacted heavily on the
vulnerable, including young people.

The IMF pointed out how young people tend to

be hurt more by recessions than the rest of the
labour force —when economic growth slows, youth
unemployment rises. As new entrants to the labour
market, young people face the most obstacles. Itis
well known that young people have less job-specific
experience. This means they often need additional
on-the-job training. However, during an economic
downturn, as reported earlier, youth tend to be
affected more as employers remain reluctant to hire
inexperienced people, even when growth picks up.

Thereis also evidence that, in many countries it is
easier for employers to lay off young workers than
more experienced ones, because their dismissal
costs are lower. These factors seem to have been
particularly pronounced during the 2008 global
economic crisis and its aftermath.
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One consequence of the difficult job market was a
visible increase in crime in many of the islands in the
Caribbean. In several Caribbean countries, crime
had risen sharply since 2004 while murder rates
were among the highest in the world. According
to the Caribbean Human Development Report

(UN, 2012), young people were both the primary
victims and perpetrators of crime in the region.
Victims of violent crime were mainly between the
ages of 18 and 30 and from lower income levels,
while 80 per cent of prosecuted crimes were
committed by people aged 17 to 29 years.

However, while many solutions have been proposed
to counteract youth unemployment (for instance,
using SME programmes), the underlying factors
need to be addressed first. Many of these relate to
attitudes, skills mismatches and culture, factors that
are not easy to deal with.

6.6 Unsustainable debt impeding
climate resolution and
jeopardising the future of youth

As discussed in Section 5.4.1, mounting public
debt in countries is derailing efforts of addressing
climate issues and this is detrimental to the

future of the youth. Young people are the worst
affected by climate vulnerabilities as it threatens
their future habitat and sustenance, as well as
their psychological well-being. A recent report

by the British Broadcasting Corporation (BBC)
shows that about 3 billion of the world's population
will be displaced by the end of the twenty-first
century (Vince 2022). The socio-economic impact
of climate change on youth is one that requires
urgent action.

The impact of climate change on the youth
livelihoods is disparate across the globe. About 90
per cent of the world's youth population (1.2 billion)
is known to live in developing countries. Of these,
800 million young people live in rural and semi-
urban areas (IFAD 2024). The economic structure
of most developing countries is predominantly
agrarian, and this puts youth, who make up a high
proportion of the labour force, vulnerable to climate
uncertainties. Climate change has compounded
the already long list of challenges young rural
workers face, including limited access to land,
finance and technology, thereby making it difficult
for youth to have sustainable livelihoods and make
meaningful economic impact to the rural economy.
This has resulted in high rural~urban migration, a



decline in agricultural production and overall GDP,
and informal settlements, among others. The
International Fund for Agricultural Development
(IFAD) highlights that this situation has far-reaching
implications for global food security, including
negative impacts on SDG1 (no poverty) and SDG2
(zero hunger).

Increased climate vulnerabilities also pose a major
challenge to education. The 2024 UN Educational,
Scientific and Cultural Organization's (UNESCO's)
Global Education Monitoring Report (2024) pointed
that schools over the previous 20 years had been
closedin atleast 75 per cent of extreme weather
events. Climate-induced education vulnerability

is found to be worse for marginalised populations.
Of the ten countries most affected by extreme
weather eventsin 2019, eight were low- or

lower middle-income countries. These included
Mozambique (in debt distress), Malawi (in debt
distress), South Sudan (at high risk of debt distress),
Zimbabwe (in debt distress) and Afghanistan

(which was granted debt relief by the IMF under its
Catastrophe Containment and Relief Trust [CCRT]).
Of the 33 countries identified as bearing extremely
high climate risks for children, where nearly one
billion people live, 29 were also considered fragile
states (ibid.). The call for governments to increase
youth-centred climate investments to mitigate the
effects of climate change has become more urgent
thanever.

6.7 Financial/debt crisis and youth
unemployment impacting
inequality

Despite progress made over the years, different

forms of inequality —be they economic, income or

inequality of opportunities —have remained a major
challenge. The different factors that may worsen
inequality are found to affect women, children and
youth disproportionately. The UN's 2020 World

Socialreport (UN 2020a) stated that countries

where different forms of inequality had grown were

home to more than two-thirds (71 per cent) of

the world population. Inequality may exacerbate

the risks of divisions and hamper economic and

social development.

Rising economic growth has been shown to reduce
inequality in low-income and emerging market
countries. However, as countries strive to move
beyond the COVID-19 crisis, many face the risk
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of being trapped in a prolonged period of anaemic
growth that causes poverty and inequality to
become entrenched in societies. During good
economic times, young people who are employed
help reduce different forms of inequality through
the additional opportunities made available and
improved standards of living. However, when growth
slows down or economies contract following

a financial or debt crisis, for example, jobs are
inevitably lost and limited. Consequently, as more
young people lose their jobs in low-income and
emerging market economies, this canlead to arise
ininequality.

A study by the IMF (Hacibedel et. al. 2019) has
pinpointed a strong relationship between the
short-term dynamics of growth and inequality in
developing economies. It found that reductions

in inequality during growth upswings are largely
reversed during growth slowdowns. The study
looked at the impact of good and bad economic
times on inequality through unemployment, access
to finance and government spending. It found that
in low-income and emerging market countries,
unemployment, especially among young people,
was an important driver of inequality.

As shown in Figure 6.6, in good times (economic),
reduced unemployment explained 41 per cent

of the reduction ininequality in low-income and
emerging market economies. Young people being
able to work more explained more than one-third
of that reduction. In bad times (economic), 28 per
cent of the increase in inequality was because of
an increase in unemployment. The increase in
unemployment among young people was a key
contributor to the rise ininequality.

Using a new methodology (mediation analysis),

the IMF identified unemployment, and youth
unemployment especially, as the main channel
through which fluctuations in growth affected
future dynamics in inequality. The results of the
study, which covered a group of 71 low-income
and emerging market countries, emphasised the
importance of both the quality of jobs created and
a country's policies to support employment. These
will help reduce inequality and foster more inclusive
growth (ibid.).

A reduction in inequality enhances the prospects
for the most marginalised young people to chart
the right path for themselves and contribute to
the welfare of society. Anincrease in inequality
compounded by financial or debt crises, on the
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Figure 6.6 Youth unemployment affecting inequality in good and bad economic times
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other hand, undermines efforts towards enhancing did not have much of a chance in life: 44 per cent
youth development. As found by the UK Office for of the low-income group felt that way about the
National Statistics (2023), young people from lower-  future compared with those from higher-income
income households were more likely to feel they households (34.7 per cent).



7. Reforms

The challenges faced by youth and their debilitating
impact call forimmediate bold steps by countries
to support youth development. This chapter brings
together reforms that countries can undertake to
push for the development of young people while
keeping their public debt at sustainable levels. Five
key reform areas discussed are: (i) mainstreaming
youth in national development strategies; (i) an
enhanced fiscal policy framework; (i) enhancing the
public debt management framework; (iv) innovative
financing solutions; and (v) enhancing youth
participatory governance.

7.1 Mainstreaming youthin
national development
strategies

Itis important that youth concerns and youth
development activities are clearly articulated in

the national development strategy. Like other key
priorities that any government may push for such
as gender and the climate, itis important that youth
concerns and a well-defined youth development
action plan are incorporated into the national
development strategy. The action plan should
ideally work out youth development-related targets
and objectives for the country.

Where a dedicated youth-related development
strategy may already be in place that is linked to the
Sustainable Development Goals, the objectives
and quantitative targets on youth issues should

be extracted from such reports and incorporated
into the national development strategies and
plans. Where sectoral development strategies and
medium-term investment plans are produced, it is
important that they are also aligned with national
development strategies. Mainstreaming youth into
national development strategies should focus on
three key areas: policy co-ordination, stakeholder
engagement and monitoring.

First, in most countries, the Youth Ministry leads

in setting the policy direction for youth and there
needs to be strong policy co-ordination with other
relevant ministries and government agencies

such as the Ministries of Education and Health, to
develop holistic policies and strategies. Given the
cross-cutting nature of youth development, itis
important for the Youth Ministry or other concerned
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entity to foster effective collaboration with relevant
ministries and agencies during policy formulation
and implementation. The Youth Development
Strategy must be holistic, cutting across all areas

of youth development. Where thereisalack of a
holistic country strategy on youth development, this
has made it challenging to design targeted solutions
for the youth —most education, employment and
health policies are general and not youth specific -
and to effectively monitor outcomes.

Second, another means of mainstreaming youth
into national development strategies is to ensure
effective stakeholder engagement, particularly with
young people. As discussed, youth involvementin
the development and implementation of the SDGs
should point countries in the right direction. Youth
consultation during policy development and their
involvement in the implementation process are
important to ensure success. Though countries
have made some progress on this front, the
consultation process needs to be more inclusive
and transparent. Youth from deprived backgrounds
and other vulnerable groups are seldom brought to
the discussion table. The voice of youth across all
social groups needs to be amplified.

Last, governments should set up a comprehensive
monitoring framework to track progress in youth
development across all the areas. Such a framework
will help countries access progress in all areas of
youth development and proffer holistic solutions
where there are gaps. The Commonwealth Youth
Development Index provides a useful framework
that can be developed at the country level to track
progress on youth development. However, the
success of these monitoring frameworks depends
on the availability of data. Therefore, youth-specific
datain allareas of youth development should be
gathered. In some countries where such initiatives
have been rolled out, there continue to be data gaps
and so efforts at scaling data collection are key. Other
international organisations such as the UN Country
Teams (UNCTs) can provide technical assistance to
help mainstream youth engagement in the design,
monitoring and review of in-country programmes in
the sectors of education, employment/labour and
health. Other country officials — such as those from
the budget office, planning and spending agencies —
should also be consulted.



7.2 Enhancing fiscal policy
formulation — PFM framework

Fiscal policy formulation helps to allocate
resources to governments' key priority areas, as
outlined in the national development plans. The
national development strategy therefore provides
an important guide to the fiscal framework.
Nonetheless, there could be a delink between the
two due factors such as fiscal constraints faced by
government during the budget process. As such,
integrating the youth development strategy with
the national development strategy will help improve
planning and resource allocation.

As discussed extensively in Chapter 3, the PFM
frameworkis a key driver of government fiscal
policies and helps efficient resource allocation

and effective delivery of public services. Under

the PFM framework, countries have moved away
from single-year to multi-year fiscal planning using
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the Medium-Term Fiscal Framework (MTFF). This
provides a fiscally sustainable pathway to achieving
long-term government targets. It also provides a
top-down specification of a government's aggregate
resource envelope and links the long-term strategic
goals defined in the national development strategy
plan with the spending, revenue and financing plans
incorporated in a budget.

In these times of fiscal constraint, the MTFF can be
a useful framework for addressing youth concerns,
mainly by designing a youth-inclusive budget

where specific allocations are made to youth in the
areas of education, health, employment, etc. To
make this possible, all the relevant sectors should
budget specifically for youth over the medium term.
This ensures holistic budgeting for youth across

all sectors and optimal resource allocation for
youth development.

Table 7.1 summarises how youth development
activities could be incorporated within the PFM and

Table 7.1 Youth development within the PFM cycle: planning, budgeting and execution

Budget phase | Recommended actions

Strategic « Define priorities at the strategic planning phase and establish fiscal framework

planning resource constraints.

+ Integrate youth-related priorities into Medium-Term Fiscal Frameworks.

« Carry out long-term fiscal sustainability and risks analysis — debt, climate, youth impact.

Budget exe- - Execute and monitor approved budgets and reports based on

cution and
accounting

youth-related expenditure.

expenditure.

« Develop some indicators with coding in charts of accounts to track and monitor youth

Source: Author
To elaborate further, first, during the planning stage, ministries incorporate youth-related initiatives into their own budget priori-
ties. At the same time, the financing for youth-related activities is analysed (including by the debt management department) while
being costed in the budget. If countries are keen to see adequate buy-in for youth development activities in the budget, they may
decide at least initially, to include such instruction within the budget circular?® — soliciting spending units to identify youth-related
activities aligned to the SDGs in their next budget submission.

26 The budget (call) circular is animportant guidance document produced by budget departments. It contains operational
guidelines and targets that are shared with sectoral ministries prior to budget preparation.



budget process. It focuses on the four main phases
of the budget process: strategic planning, which
feeds into planning for the annual budget; budget
preparation; budget execution (implementation)
and accounting; and control and audit.

Second, the budget execution phase allows

the spending units, made up of ministries,
departments and agencies (MDAs), to spend
allocated and released funds to implement
appropriate projects approved in the budget.
The government can investigate viable funding
options for youth-specific projects. To better
track and monitor youth-related actives in the
budget, relevant codes and sub-codes for youth
items being implemented (linked to the SDGs)
should, at the very outset, be defined. This is
done by adapting the chart of accounts?” already
in place to define youth-related coding. The
availability of such coding and their uses will be
useful for accounting, recording and reporting
expenditure in that area.

Last, the control and audit function assists

in promoting greater accountability and
transparency. Methodologies related to control

and internal/external audit are developed to

assess the efficiency and efficacy of youth-related
expenditures. At the same time, Parliament and
Supreme Audit Institutions should carry out ex-post
evaluations of programmes implemented to assess
whether budgets have been implementedin line
with youth goals and national strategies.

Beyond the policy framework, it is crucial for
governments to intensify efforts at improving
domestic resource mobilisation. Efforts should be
made to comprehensively reform tax administration
by addressing administrative bottlenecks and
loopholes that impede efficiency in tax collection.
A government can also, through its tax policy,
provide youth with the right tax incentives to
boost entrepreneurship and innovation. This can
increase economic productivity and enhance the
government'’s revenue mobilisation, which could
eventually reduce the public debt burden and
associated high debt servicing. Governments

can also leverage available technology to support
domestic capital market development.

27 The chart of accounts provides coding structure
for classification and recording of relevant financial
information (both flows and stocks) within a financial
management and reporting system.
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7.2.1 Enhanced social safety nets for
young people

Public finances are subject to shocks in the
business cycle and other external shocks. Where
governments are faced with severe constraints on
their public finances, they tend to roll out austerity
measures aimed at streamlining expenditure

and putting public debt under control. However,
such broad-based expenditure cuts and other
austerity measures impact youth. To address

this, two key measures are to properly quantify
the effects of austerity on young people and

roll out a social protection scheme specifically

for youth to mitigate the impact of some
government interventions.

Foremost, it is important that expenditure-based
consolidation does not target youth programmes,
hampering young people's ability to bounce back
from any financial crisis the country faces. Youth
around the world should not feel that their needs
are not prioritised by their governments' economic
policies —further compounding the perceived
apathy of young people when it comes to politics
and economics. In a time of fiscal spending
constraints and often meagre budget allocations
for youth development, the mainstreaming path
proposed in this text would allow for a more efficient
allocation of resources and funding, fostering
policies and programming that are designed and
resourced in a more holistic way.

Where fiscal pressures are acute and corrective
actions are needed, the interests of young people
should be protected via social safety nets designed
specifically to target youth. Also, in times of climate
crisis, social protection schemes should help
people, including youth, to adapt to and handle
climate-related shocks. Social protection benefits
can be provided, such as income security and
access to healthcare.

Safety net programmes are already in place in many
countries, but these are broadly designed across
the population groups and often target the elderly.
Forinstance, the World Bank has been providing
the Government of Ghana with additional financing
from IDA towards the Ghana Productive Safety

Net Project 2 (GPSNP 2) to expand and enhance
social safety nets and provide access to productive
income generating opportunities for people living in
poverty. These programmes target children and the
elderly, and could be extended to young vulnerable
adults. These targeted safety net programmes



need to be inclusive and accessible to all youth,
especially those who are marginalised and in the
rural areas.

These social protection schemes could
exacerbate fiscal pressures and the public

debt burden. It is important, therefore, that

they are carefully thought through and designed
in line with a feasible and sustainable funding
strategy. The lack of a good monitoring
framework and exit clauses have also meant that
most social protection scheme are riddled with
corruption and beneficiaries continue to stay on
the scheme even when their conditions improve.
To address this, social protection schemes
should be well designed, the costs and risks well
quantified, and a good monitoring framework
putin place to ensure that exit conditions are
followed through.

7.2.2 Improving data quality on youth
development

The availability of acurate and timely data is critical
to effective fiscal policy formulation and successful
implementation. However, as highlighted earlier

in this report, data on youth, as well as analysis
related to the impact of high borrowing on youth
remains limited.

These data gaps have further challenged the
effective monitoring of progress made by countries
in addressing youth challenges and development,
including the SDGs. Countries' statistical systems
have found it hard to monitor progress achieved
towards the goals. Data relevant to the SDGs have
been riddled with gaps. Geographic coverage has
been patchy, while data collection has often been
slow. Important data about marginalised groups are
missing. The latest data suggest that less than half
of the world's countries have been able to report
internationally comparable data since 2015 on

key goals such as climate action, gender equality
and governance.

Citizen data initiatives have started to be

used to supplement official data collection in
many countries. For instance, in India, citizen
data on the SDGs have revealed challenges
among disadvantaged groups. In Kenya, data
gathered from indigenous communities in 2022
highlighted challenges they faced in accessing
healthcare and education. It is hoped that
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young people as a group may also gain from
such initiatives. Some other options that can be
considered as follows:

Efforts to widen the statistical collection of
data on financial and sovereign debt crises
and their impact on different aspects of young
people's lives should become a priority. Other
forms of disaggregated data related to young
people within the different SDG indicators
should be addressed.

The proposed upgrading in this text of

the chart of accounts to include coding of
youth-related activities within the budgetary
framework would be a strong start in terms
of improved data quality. This would enable
countries to track whether expenditure items
have been implemented as planned and to
monitor performance.

Furthermore, in line with suggestions
previously made by the Commonwealth
Secretariat (2018), countries should develop
specific tools for tracking domestic and
international public spending targeting youth
development and empowerment.

. Data gaps should be closed by countries
investing into their national statistical
capacity, so they are able to systematically
collect, analyse and use youth-related data
disaggregated by sex and age.

Countries need to institute youth-specific
development finance assessments

and integrate these into national
financing frameworks.

7.3 Enhancing the public debt
management framework

There is growing interest among youth on

issues of public financial management and,
importantly, public debt management. The

June 2024 uprising of the Generation Z in Kenya
provides an example of young people demanding
accountability in the use of public resources and
debt (BBC, 2024). It is therefore important that in
addressing public debt and youth development,
governments should commit to a public debt
management framework that is credible, inclusive
and transparent.



7.3.1 Aligning the Medium-Term Debt
Management Strategy with the
fiscal framework

First, thereis the need to enhance the development
of debt strategies and align them with the fiscal
framework. In most countries, the Medium-Term
Debt Management Strategy (MTDS) is designed by
the debt office to indicate the optimal financing mix
needed to meet a government's funding objectives
and minimise any cost and risk implications on the
public debt portfolio. Accordingly, the starting point
of ensuring effective public debt managementis
the Debt Management Strategy. A poorly designed
Debt Management Strategy will not be able to
quantify the costs and risks of new borrowings,
which can be problematic in the long run.

The MTDS relies mainly on projections and
assumptions laid out in the fiscal and budget
frameworks. This is key to ensuring that all the
youth-targeted interventions outlined in both the
fiscal and budget frameworks —as discussed in
Section 7.2 —are incorporated in the MTDS. This
will ensure that the resulting debt management
and financing strategies fully reflect the budget
priorities and youth priorities in particular.
Regrettably, there are several instances where the
MTDS is not well aligned with the budget —both
policy documents are developed and implemented
inisolation. Accordingly, the intended cross
benefits are not realised, where the costs and
risks arising from financing the budget are not
properly guantified, and financing assumptions
outlined in the budget are not well informed by the
debt strategy.

There are some key guides that the MTDS should
follow to ensure the long-term sustainability of
public debt. These policy prescriptions should not
be seen as constraining but should be tailored to
each specific country as appropriate. Foremost,
the MTDS should avoid mismatches in borrowing
tenors and project durations. That is, to better
align borrowing with the projects to be financed

to support sustainability, the MTDS should align
long-term borrowing with long-term projects
while short-term borrowing can be linked to short-
term projects. This will ensure optimal utilisation
of borrowing and mitigate some costs and risks.
Also, as much as is feasible, commercial borrowing
should be directed towards financing self-sustaining
projects. Again, the private sectoris a crucial
source of funds to support sustainable economic
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development. The MTDS should aim to mobilise
parallel financing to draw in private entities to
reinforce investment in sustainable infrastructure.

Second, in designing borrowing plans, strategies
and instruments, debt management offices could
target specific investors that have an interestin
supporting or are likely to be attracted to supporting
youth development as part of their commitments
to the SDGs. Designing specific borrowing
instruments such as youth bonds, youth-education
bonds and other youth-specific instruments could
help to raise financing for some youth programmes
outlined in the budget.

Additionally, the Debt Sustainability Framework
and Debt Sustainability Analysis (DSA) should

also consider/build in young people's concerns.
The approach should be modelled on recent
proposals whereby DSA is encouraged to take
account of climate issues. There are ample reasons
for youth development to be given the same
attention at the country level and within the DSA,
supported by institutions like the IMF and the
World Bank. In tandem, efforts should be made by
the authorities to engage with youth in efforts to
maintain sustainability. Such engagement should
be promoted with the aim of influencing and
supporting the youth community.

Notwithstanding the widening of the public debt
management and sustainability framework, basic
principles of sound debt management must
continue to be adhered to. Governments should
continue to promote public debt sustainability
within their fiscal policies and operations, and
should ensure transparency around public debt
operations and reporting. This sends a strong
signal to the market and can significantly improve a
government's access to funds, while reducing the
cost of finance. Additionally, governments should
build the capacity of their public debt offices to
ensure that they operate at optimal capacity while
they strive to embrace youth-related issues.

7.3.2 Improving transparency in the debt
contracting process, the use of
funds and debt reporting

Another important area that has come upin

the public debt discourse is the general lack of
transparency in debt management. Transparency
must be promoted in the debt contracting process,
the use of funds and debt reporting. The three main



benefits of debt transparency are: (a) it enhances
planning by both the government and creditors
alike; (b) it promotes credibility of the government
and the debt management process; and (c) it
reduces borrowing costs. These, among others,
make debt transparency key in ensuring long-term
debt sustainability.

Foremost, governments need to eliminate the
opacity around debt contracting and the use of
funds. Increasingly, all stakeholders —including
investors and the public —have been demanding
more transparent debt contracting processes

and, importantly, transparency in the use of funds.
More investors are interested in knowing exactly
where their money is going. Accordingly, investors
are moving away from borrowing practices that are
unclear and towards ones where the use of funds is
plainly outlined and reported. The rise in the popular
use of proceeds bonds points to this and offers

an opportunity for public debt management to be
better aligned to funding for youth-specific areas.

Second, there is the need for improved transparency
in debt reporting, where accurate debt datais

made available to stakeholders, including the

public, on a timely basis. Transparency in public

debt reportingis assessed under five key data
attributes: comprehensiveness, accuracy, timeliness,
accessibility and compatibility.

7.4 Innovative financing solutions
for youth development

The challenges faced by young people call for
increased and sustained investmentin their needs
and capabilities. As countries are faced with a
dearth of domestic revenues to support youth,
itis time for governments to explore innovative
financing solutions to scale such financing. This,
though challenging, could be achieved if the
recommendations discussed here are put in place
to strengthen overall public financial management
and effectively control public debt.

7.4.1 Incorporating youth-related
activities into government
financing strategy

In addition to national development strategies
containing youth-related priorities, the importance
of youth development should be equally defined in
governments' financing strategies and plans. Such
an approach would aim to bring a more coherent
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approach to planning, mobilising and directing the
right types of financial resources —ranging from
pure grants to more innovative sources of financing
—towards youth-related activities.

A financing strategy is usually designed and
developed to ensure that optimum resources are
secured from both public and private sources to
fund the agreed development and investment
plan. The overall objective of the strategy is
therefore to establish robust and sustainable
financing mechanisms for the achievement of
the country’s national development vision. The
strategy will help identify sustainable and cost-
effective sources of finance; minimise the cost
and risk exposure of financing modalities; improve
the alignment of government programmes

to suitable financing options; and leverage
non-borrowing mechanisms/alternatives

while crowding in private sector investmentin
development priorities.

Some of the national financing strategies reviewed
by the present research appear to be silent when it
comes to investment towards youth development.
That needs to change. If governments begin to
define their youth development activities within
the PFM process, as discussed in the previous
sub-section, then defining priority youth-related
activities in the financing strategy should be the
logical outcome. The strategy should make a case
for financing youth development and should make
specific prescriptions to mobilise and channel
much-needed financing for that purpose. For
instance, activities could be defined to empower
young adults, such as building financial literacy,
employment programmes targeting the young, etc.
The list of interventions should be comprehensive
and reflect the needs of the country, while at

the same time fully adhering to the fiscal and

debt sustainability parameters already agreed.
Experience has shown that mobilising resources
through formal channels builds credibility in the
eyes of different types of investors — from official to
philanthropic and private sources.

Targeted policies to mobilise funds for youth
development should be developed —both from
domestic and external sources. The options
available willinclude widened domestic revenue
collection, increased resource mobilisation from
development partners, greater participation in
capital inflows by non-governmental actors such as
philanthropic organisations, and new and innovative



financing sources such as blended financing being
identified and accessed. Externally, the starting point
would be concessional finance such as grant funding
and official development assistance in support of
youth development. Other forms of debt financing
already being sourced by the government would be
assessed on merit and in line with debt sustainability
guidelines and, as required and relevant, should be
directed towards youth investment.

There are already several initiatives in place that
have been supporting youth development activities.
It is difficult to know whether they are sufficient and
able to bridge the financing gap. Notwithstanding
this, having a coherent consolidated programme
embedded within the development strategy and
backed by a well-articulated financing strategy
should bring credibility and, more importantly,
much-needed local ownership of support for young
people within the community. The announcement
alone by government that it is mainstreaming the
youth agenda nearly at par with gender and climate
should make a big difference, addressing youth
apathy and countering that the authorities are not
interested in young people's problems.

Once the financing strategy has been approved,
mobilisation will begin and be directed towards
implementation. Again, the Commonwealth
Secretariat's 'Financing for Youth Development’
discussion paper (2018) contains a number of
thought-provoking pointers towards developing
a coherent youth-focused financing strategy.
These are worth considering within the
proposed blueprint.

The financing strategy can also be used as a basis
for championing the role of official sources of funds
for youth development (such as development
finance institutions [DFIs] and national development
banks) in crowding in private finance for investment
into activities that benefit young people.
International development partners have a key

role in advancing youth development, particularly

in developing countries. Foremost, development
partners must scale up support by increasing
concessional funding targeted at youth initiatives
such as education, health and employment.

7.4.2 Financing products dedicated to
youth development

Among the different sources of funds that
could be considered to finance government
projects, reference has been made to innovative
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sources that are increasingly available not only to
advanced nations, but equally for emerging market
economies and developing countries. For instance,
there has been a notably increase in specialised
bond products issued by governments. Sovereign
SDG bonds are thematic bonds anchored in the
SDGs and can assist governments finance their
sustainable development priorities. In October
2023, Rwanda's National Development Bank issued
a sustainability-linked bond (SLB). This was the first
suchinstrumentissued by a such a bank globally
andin East Africa.

Like those SDG instruments already developed,
government could investigate dedicated products
with similar features, and which could be directed
towards youth investment. Given that youth-
related priorities are aligned within the SGDs,
countries could take advantage of the growing
investor appetite forimpact investing and issue
youth development bonds that reflect the same
features. In that sense, the bond proceeds would be
dedicated towards priority activities that would make
a genuine difference to young people in a country.

Countries are seriously considering greening their
financing strategy with green finance products,
sustainable investment towards infrastructure and
by using innovation to boost 'green jobs'. Decisions
being taken to mobilise more finance towards
managing climate change, for instance, as recently
seen by a statement made by one parliamentary
committee in Malawi (The Times Group 2025), are
equally welcome. Such opportunities to address
youth issues and incorporate youth development
within such strategies should not be missed. Like
any new borrowing, it is important that adherence
to public debt management thresholds, as well as
debt sustainability principles, are fully in place.

7.4.3 Bringing youth considerations into
debt and climate initiatives

There has been a proliferation of proposals to
address the debt—climate vicious circle. Some of
the financing products defined in the previous
section are increasingly being used to mobilise
targeted investment in support of climate action.
Furthermore, the need to deal with the twin debt
and climate crises remains pertinent —as discussed
extensively here. While the paths proposed

vary, there has generally been a serious call for
developed nations and private creditors to offer
debt relief so that countries can use those funds



to transition away from fossil fuels, adapt to the
effects of climate change, or obtain financial reward
for the natural assets they protect, like forests

and wetlands.

To ensure that the climate agenda is not abandoned
as developing countries try to get their economies
back on track following the pandemic and other
challenges, a new debt reduction package could be
useful in mobilising targeted investment to support
climate action. One such 'tool', as requested by

the G20, could be a debt-for-climate-and-nature
facility. Debt-for-nature swap transactions were
triedin the 1980s when the G20 asked lenders to
offer debt relief to countries, in return for a pledge
from the countries to invest in green and inclusive
recovery. Over more recent years, debt swap
initiatives to support climate action have been used
in several countries.

In 2015, Seychelles announced the creation of
13 new marine protected areas as part of a larger
debt deal with The Nature Conservancy (TNC)
that committed the country to fund marine
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conservation and climate adaptation activities. In
2021, Credit Suisse and The Nature Conservancy
helped raise the Blue Bond for Belize, amounting
to US$364 million. The proceeds were used to
repay Belize's debt and support conservation
programmes in the country. In 2024, Barbados
completed the world's first debt swap for

climate resilience.

Debt-for-nature swaps and similar products can
provide a useful template that countries can
extend into other areas or projects linked to the
SDGs. One such area could be youth development
programmes, which can benefit from any savings
made from debt relief within the countries
concerned. The overarching objective should be for
countries to reduce fiscal pressures from onerous
debt repayments, with the proceeds used for
targeted interventions. There is, therefore, ample
scope to bring the youth development agenda
within such financing initiatives: countries could
explore a debt-for-youth development swap and
youth-themed bonds in the future.

Box 7.1 Key considerations for developing a youth-themed bond

A youth-themed bond is a financial instrument
designed specifically to raise finance on the
capital market (either domestic or international)
to support youth development. The International
Capital Market Association (ICMA) provides some
useful guides onissuing social bonds and other
impact bonds, which can be useful to countries in
structuring similar issuances.

Benefits

i. The proceeds of the bonds go solely
towards youth development programmes
that are specified in the offer document.
This addresses the problems of fungibility of
youth budgets, driving greater transparency
and accountability.

ii. There is potential to draw on a new pool of
impact investors who are willing to support
youth development.

ii.  The strict requirements call for careful
preparation of the youth projects to be

funded. Though most governments see
this as time consuming and tend to lose
interest, it is necessary to ensure efficient
project delivery. Most funding for poorly
designed projects has a 'negative carry’
*8due to delays and other implementation
hurdles that impact the otherwise
efficiency gains.

Disadvantages

i. The interest rate on a youth-themed bond
may not vary widely from that of a plain
vanillabond. As such, the cost implications
will remain the same for the government.
As discussed earlier, most developing
nations pay a higher premium on their
bonds and loans; this must be addressed
to help reduce the overall funding costs
to governments.

ii. For first time issuers, the strict
requirements may be daunting and may
come with administrative overheads.

28 Negative carry refers to a financial situation where the cost of holding borrowed funds exceeds the income it generates.
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Thereis the need to guard against 'youth-
washing’, whereby the overall gains of the
funded projects are widely exaggerated.
This could have a long-term impact on fiscal
and debt sustainability and could pose a
reputational risk to the countries —leading
to higher borrowing costs.

Key considerations

a.

Integration with national
development plans and public financial
management framework

. Refer to Sections 7.1 and 7.2 for
detailed discussion.

Project evaluation, selection and

measurement of impact

. Carefully prepare, appraise and select
projects to be financed in line with the
country's public investment guidelines.

. Clearly outline specific youth-related
goals to be achieved or enhanced.

. Define key performance indicators
(KPIs) for each project.

. Design a contingency plan.

. Establish a monitoring and evaluation
(M&E) frammework.

Legal and regulatory framework

. Align with PFM laws and with Medium-
Term Debt Management Strategies.

. Ensure compliance with securities
regulations and social bond standards.

. Use of proceeds: The use of the
proceeds should be clearly stated in
the legal documentation.

Bond issuance process
. Stakeholder engagement: Consult
with relevant government ministries

7.5 Enhancing youth participatory

governance

Countries have made progress at involving young
people in the formulation and implementation

of social policies; however, a lot of gaps remain

with youth involvement in making economic
decisions. As discussed in previous chapters, youth
are affected by most economic decisions and

bear the brunt of public debt burdens and other
unsustainable economic policies. It is, therefore,

and agencies, youth organisations,
development partners, investors.

. Product design: Determine the type of
bond to be issued and set the terms
for the bond.

. Credit enhancement: Seek
credit enhancements, increase
investor interest (confidence) and
reduce costs.

. Road shows: Market bonds to potential
investors. Involve youth stories and
youth representation in road shows.

. Issue bond and transfer proceeds into
designated account: create an ear-
marked sub-account for the funds, for
example: 'Youth development fund'.
Proceeds should not be comingled
with main government funds to allow
for greater transparency and ease
of reporting.

e. Ongoing monitoring, risk management
and reporting

. Regularly carry out Debt Sustainability
Analysis and necessary portfolio risk
assessments to mitigate any potential
risks to debt repayments.

. Regularly monitor project
implementation in line with project
goals and KPls.

. Where risks arise, refer to contingency
plans and seek necessary
corrective measures.

. Provide comprehensive, timely and
accurate reports (both project reports
in line with set KPIs and public debt
reports) to all relevant stakeholders.

Source: Commonwealth Secretariat (Debt
Management Unit)

imperative for young people to be progressively
involved in economic policy formulation
and implementation.

First, for youth participatory governance to be
effective, young people must be well trained and
equipped with the necessary knowledge and skills
to contribute meaningfully. Universal training in
financial literacy and public financial management
must be incorporated into curricula to ensure
that young people can engage meaningfully



in economic management discourse. This will

also empower youth to better understand the
implications of government economic policies and
demand accountability from the governmentin the
management of public finances.

Second, governments should encourage youth
engagement in the formulation of economic
policies and making economic decisions. Youth
involvement in the development of the national
strategy and in the budget process is key to ensure
the interests of young people are taken on board
and incorporated into these frameworks. Youth
should have due representation on national
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economic advisory boards and public debt
advisory boards so they can make first-hand
contributions. By leveraging current technology
and widespread social media activity, governments
can hold annual youth outreach programmes
where economic policies, including the budget
and debt policies, are presented and explained

to young people and all concerns addressed.

A good example is provided by the Kenya
Accountable Devolution Program (KDAP), where
the Government of Kenya is taking decisive steps
to encourage youth involvement in the budget
decision-making process.



8. Conclusion

This publication on Public Debt and Youth
Development in the Commonwealth Member States
brings to the fore the key development challenges
that arise when economic and social development
policies are not well co-ordinated. It examines how
rising public debt levels impact youth development
in Commonwealth member states, focusing on how
fiscal and public debt sustainability can unlock funds
for optimal investments in the future generation
and overall development.

The report explores the progress made by countries
in advancing youth development in line with the
2030 Agenda and Sustainable Development Goals.
Data from the recently published Commonwealth
Youth Development Index show some progress
made by Commonwealth members in the areas

of civic participation, education and employment.
However, progress is uneven across all regions

with many countries in Africa recording marginal
progress in these areas.

Looking at fiscal sustainability in the
Commonwealth, key findings from the study show
that in most member states, governments grapple
with low revenue mobilisation due to the structure
of the economy and inefficient tax administration
systems. This has led to governments running
successive deficits, which have inflated public debt
levels in the Commonwealth. This, among other
external shocks, has heightened fiscal stressin
the Commonwealth and available data show that
debt servicingis taking up fiscal space —leading to
the deprioritisation of key social investments to
support youth development.

To address this challenge, countries need a bold
reform of their overall public financial management
framework, to better integrate youth development
and other social development objectives of

the government. It also calls for governments

to embrace effective public debt management
practices that will help to keep the public debt within
sustainable levels. These actions could help unlock
financing opportunities for governments to scale
critical investment in youth development —which
would have long-term gains for development
generally. Last, there is the need to encourage
participatory governance, where youth voices are
amplified in economic decision-making.
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Akey challenge encountered in the present
research was the unavailability of data on
government budgets for education and health
disaggregated by age. While inferences were
drawn from aggregate budgets, it would have

been more useful to analyse how much of these
budgets went specifically to youth. There were
also many data gaps in the countries and this
impacted the sample sizes used in some of the
analyses, thoughin all cases, efforts were made

to be representative. These gaps call for all
national governments, statistical departments and
development partner institutions to endeavour to
improve data on young people to support effective
decision-making.

The Commonwealth fully recognises that young
people are best placed to lead the necessary global
transformation and address pertinent challenges.
Accordingly, the Commonwealth governments
must give a stronger voice to the next generation
to play a decisive role in shaping national discourse
on public debt and effective public financial
management. The time is ripe for the debt and
youth agenda to be given exclusive space in
international discussions.

In this light, the Commonwealth Secretariat
will continue to champion youth development
across member countries and spotlight public
debt and youth development issues at the
highest level internationally. It is not a coincidence
that the year 2025 has been declared by
Commonwealth Heads of Government as the
"Year of Resilient, Innovative and Sustainable
Public Debt'. This comes shortly after having
commemorated the year 2023 as the 'Year of
Youth', in recognition of the need for countries
to address mounting public debt vulnerabilities
to support youth development and overall
developmentin line with the SDGs.

Second, through its Debt Management
Programme, the Commonwealth Secretariat
provides support to member countries to
effectively manage their public debt portfolios.
Supportis delivered to countries through a mix
of policy advisory and capacity development
programmes. The Commonwealth's flagship
debt management system, Meridian, has



been key in helping countries keep and
manage a comprehensive database on public
debt to support effective debt analysis and
reporting to improve debt operations and debt
transparency. The system has been enhanced
to support and promote comprehensive and
accurate recording, reporting and analysis of
all contracted public debt, directly contributing
to the achievement of 2030 Agenda and
Sustainable Development Goals (see Appendix F
for details of the Commonwealth Debt
Management Programme).
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The Commonwealth Secretariat will continue to
work with other development agencies in supporting
the course of young people and in mainstreaming
the public debt and youth development nexus

into the sustainable development agenda. Youth
development cannot be left to chance. Decisive
actions are needed to ensure young people are fully
equipped to lead the transformation for a better
world, while at the same time being able to deal with
the numerous challenges that will continue to come
their way. Itis hoped that this report will contribute
towards this endeavour.
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Appendix A. Commonwealth
Countries joining
China's Belt and
Road Initiative (BRI)

Country Region Income Group Likely date of MoU

Brunei Darussalam East Asia & Pacific High income 1 November 2018

Kiribati East Asia & Pacific Lower middle income 1 January 2020

New Zealand East Asia & Pacific High income 1 March 2017

Samoa East Asia & Pacific Upper middle income 1 October 2018

Solomon Islands East Asia & Pacific Lower middle income 1 October 2019

Vanuatu East Asia & Pacific Lower middle income 1 November 2018

Antigua and Barbuda Latin America & Caribbean High income 1 June 2018

Dominica Latin America & Caribbean Upper middle income 13 July 2018

Guyana Latin America & Caribbean Upper middle income 1 July 2018

Trinidad and Tobago Latin America & Caribbean High income 1 May 2018

Bangladesh South Asia Lower middle income 1 March 2019

Pakistan South Asia Lower middle income 1 December 2013

Botswana Sub-Saharan Africa Upper middle income 7 January 2021

Gabon Sub-Saharan Africa Upper middle income 1 September 2018

Ghana Sub-Saharan Africa Lower middle income 1 September 2018

Lesotho Sub-Saharan Africa Lower middle income 1 June 2019

(Continued)
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Country i Income Group Likely date of MoU
Mozambique Sub-Saharan Africa Lowincome 1 September 2018
Nemiba  Sub-SaharanAfrica  Uppermiddieincome  1September 2018
Nigeria Sub-Saharan Africa Lower middle income 1 September 2018
Rwanda  Sub-SaheranAfrica  Lowincome  1Juy2018
Seychelles Sub-Saharan Africa High income 1 September 2018
Seraleone  Sub-SaharanAffica  Lowincome  1August2018
South Africa Sub-Saharan Africa Upper middle income 1 December 2015
Tenzania  Sub-SaheranAfrica  Lowincome  1September2018.
Togo Sub-Saharan Africa Lowincome 1 September 2018
Uganda  Sub-SaharanAfrica  Lowincome  1September2018.
Zambia Sub-Saharan Africa Lower middle income 1 September 2018

Source: Green Finance & Development Center
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Appendix B. The Youth
Economy Agency
(YEA) of Saint Lucia

Overview

The Youth Economy Agency (YEA) of Saint Lucia
was established via the Youth Economy Act No.
17 of 2022 and was launched on 7 March 2023;
operations commenced about a month later, on
3 April 2023.

YEA seeks to create an economic space for young
Saint Lucians aged 15 to 35, to convert their

ideas, skills and hobbies into entrepreneurship.
Recognising the critical need to address youth
unemployment, underemployment and build social
resilience, while providing increased access to
finance and financial inclusion, the agency provides
a comprehensive suite of services designed to
foster entrepreneurship, innovation and economic
participation among young people.

Key objectives:

i. Empower young entrepreneurs and aid in
the creation of a more equitable society:
By providing financial support, training and
mentorship, the YEA aims to equip young
people with the skills and resources they
need to start and grow successful businesses
(Government of Saint Lucia 2022).

i.  Toaddress challenges associated with an
increasing youth population and relatively
high rates of youth unemployment:

Data from the Central Statistical Office
(2023) of Saint Lucia revealed that youth
unemployment remained high, although it
declined to 25.0 per centin 2023 from 26.8
per centin 2022 and compared to 38.2 per
centin 2020. The youth unemployment rate
was 11.0 percentage points above the overall
unemployment rate in 2023, compared to
10.3 percentin 2022.

i.  Fosterinnovation and creativity: The
agency encourages innovative ideas and

creative solutions to economic challenges,
promoting a culture of entrepreneurship
among the youth (Loop News

Barbados 2022).

iv.  Economic and financial Inclusion: YEA
strives to ensure that all young people,
regardless of their background, have the
opportunity to participate in the economy and
achieve financial independence. Youth MSMEs
face considerable challenges in gaining
access to finance and training programmes,
which are critical for the sustainability of
their businesses.

Services and programmes

a.  Financial support:

. Grants: The YEA offers grants to young
entrepreneurs to help them launch and
expand their businesses.

. Loans: Accessible loans at a maximum
of 30,000.00 Eastern Caribbean dollars
(EC$), with interest at 3 per cent over
6 years to support business growth
and development.

b.  Capacity building:

. Training programmes: Regular
programmes are conducted to enhance
entrepreneurial skills, covering topics
such as business planning, financial
management and marketing.

. Mentorship programmes: Experienced
business professionals provide one-
on-one mentoring to guide young
entrepreneurs through the challenges of
starting and running a business.

. Psycho-social programmes tailored to
the needs of each individual grant and
loan recipient.
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C.

Networking opportunities:

. Business expos: Events where young
entrepreneurs can showcase their
products and services, network with
potential investors, and connect with
other business owners.

Partnership programmes:
Collaborations with local and
international organisations to provide
additional resources and opportunities
for young entrepreneurs.

Impact and achievements

Vi.

Job creation: Since its inception, the YEA has
supported the creation of more than 500 jobs
for young people in various sectors, including
technology, agriculture and creative industries
(Government of Saint Lucia 2022).

Business growth: The agency has assisted
with the registration of over 200 new
businesses, many of which have shown
significant growth and sustainability.

Economic contribution: By fostering youth
entrepreneurship, the YEA has contributed to
Saint Lucia's GDP growth, demonstrating the
vital role of youth in economic development
(Government of Saint Lucia 2022).

Disbursements: As of 31 July 2024, the
agency has received more than 3,500
applications and has disbursed 768 grants;
thatis, over EC$3.24 million in grant funding.

Training and mentorship programme: As of
31 July 2024, YEA had trained more than 428
and mentored more than 81 youth.

Outreach activities: From April 2024, YEA
embraced an initiative to facilitate financial
inclusion to ensure that as much as possible,
no one individual is left behind. The Agency
7 of the 10 districts in Saint Lucia and
interviewed 567 young persons.

Success stories

a.

Innovative start-ups:

Tech Solutions Ltd.: Founded by a
group of young tech enthusiasts, this
company received a grant from the YEA
to develop a mobile app that connects
local farmers with consumers. The

app has revolutionised the agricultural
market in Saint Lucia, increasing farmers'
incomes and reducing food waste
(Loopslu 2022).

Real 3D Printing: This company was
founded by a young entrepreneur
who is visually impaired. He operates
in alow-income community thatis
often subject to negative stereotypes.
Specialising in digital manufacturing,
the business has been a pioneerin

its field, receiving early grant funding,
training and mentorship from the
Youth Economy Agency (YEA). As one
of the first YEA grant recipients, the
entrepreneur has made significant
strides. Real 3D was selected to
represent YEA at a prestigious Training
for Trainers programme in 3D printing
technology in Taiwan in 2024.

Creative Minds Studio: Thisis a
creative agency started with the support
of YEA's soft loan programme. The
studio offers graphic design, video
production and social media marketing
services, and has quickly become a
leader in the local creative industry
(Government of Saint Lucia 2022).

b. Empowered youth leaders:

H&S Agro-processing: Thisis a start-
up partnership dedicated to addressing
critical health issues in Saint Lucia, such
as gluten intolerance and diabetes,

by producing premium breadfruit-
based products. The company aims

to manufacture a range of innovative
value-added items, including breadfruit
fries, cubes, microwaveable balls and
cheese biscuits. H&S Agro-processing
is committed to becoming a household
name in Saint Lucia and the Organisation
of Eastern Caribbean States (OECS)

by utilising advanced technology and
delivering nutritious, health-conscious
products. Supported by YEA through
training and angel fund assistance, the
company is focused on transitioning
from concept to full operation. In 2024,
H&S Agro-processing was recognised
with the YEA Award for Most Innovative
Business Idea.



D’Lokal Bites: This is alocal agro-
processing company focused on
providing nutritious chips made from
locally sourced ground provisions, such
as: sweet potato, dasheen, plantain and
breadfruit, as well as a variety of salsas.

It offers a healthier alternative to snacks.

As one of the first recipients of a YEA
grant, the company has showcased

its products at both national and
international trade shows. In recognition
of its innovation and success, D'Lokal
Bites received the YEA Award at the
Saint Lucia Youth Awards 2023.

Challenges and future directions

i Sustainability: Supporting the long-term
sustainability of funded businesses remains a
challenge. The YEA plans to introduce more
rigorous follow-up support and monitoring as
a mitigating strategy.

ii. Expanding reach: To reach more young
entrepreneurs, especially those in rural areas,
vulnerable deprived communities and the
differently abled, the YEA is looking to expand
its services and establish a physical location
in the southern part of the island to allow for
greater access and inclusion.

ii.  Increasing partnerships: Strengthening
partnerships with international organisations
will be crucial for securing additional funding
and resources.
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Conclusion

The Youth Economy Agency of Saint Lucia
exemplifies how targeted support for youth can
drive economic development and innovation.

By providing financial assistance, training and
mentorship, the YEA is helping to build a generation
of young entrepreneurs who are poised to lead
Saint Lucia into a prosperous future.
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Appendix C. Commonwealth
Youth Programme

The Commonwealth Youth Programme has
supported member countries with youth
development work for more than 50 years.

The Commonwealth's 56 member countries have a
combined population of 2.5 billion people, of which
more than 60 per cent are under 30 years of age.

The Commonwealth sees young people aged 15
to 29 as assets to a country's development who
should be empowered to realise their potential.

Young people have a proven capability to lead
change, and are a vital and valuable investment for
now and the future.

Commonwealth Youth Programme

The Commonwealth Secretariat's youth
development work is delivered through the
Commonwealth Youth Programme, which has been
supporting member countries for 50 years.

. Engaging and recognising young people

Support the effective participation of young
women and men in development processes
and promote their engagement at all levels
of decision-making, including with Heads

of Government.

Showcase and celebrate the achievements
of young people in driving democracy

and development, to demonstrate their
capabilities and inspire further action.

. Supporting member governments

Provide technical assistance for national
and regional youth policies and create youth

development frameworks, guidelines and tools.

Advocate for increased investments in youth
ministries and programmes.

. Professionalising youth work

Promote the professionalisation of
youth work by supporting youth work
education and training and setting
competency standards.

Celebrate good practice and advocate
for national and international youth
worker associations.

Youth Development Index (YDI)

The Youth Development Index (YDI), developed
by the Commonwealth Secretariat, measures the
status of young people in 183 countries around
the world.

The index is a comprehensive measure across five
domains that are critical to youth development:

. Education
. Health
. Employment

. Civic participation

. Political participation

It informs policy-makers about young people's
needs and opportunities, indicating areas of
success and where attention and investment
isneeded. It also acts as a data advocacy tool,
highlighting the importance of gathering statistics
on key youth indicators in order to achieve the
Sustainable Development Goals.
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Appendix D. Youth Employment
Trends

Table D1 Young people not in employment, education or training, and youth labour
force participation rate, by sex, world and by country income group, 2019-2022

Country income | Sex Not in employment, education Labour force participation rate
or training

percentages millions percentages

World Total 21.8 23.3 262.7 282.2 41.2 38.6 39.7 40.1
Female 30.6 31.5 178.4 183.9 33.0 30.7 31.8 32.1
Male 135 15.7 84.3 98.3 49.0 46.0 47.1 47.5

Lower-middle Total 257 27.0 151.5 160.3 352 32.6 335 33.9
income Female 38.3 38.7 108.9 110.7 235 217 22.5 22.8
Male 14.0 16.1 42.6 49.6 46.1 42.8 438 443

High income Total 10.4 12.3 14.6 17.1 45.6 441 455 45.6
Female 11.5 13.0 7.8 8.8 44.0 42.4 43.8 43.9
Male 9.4 11.6 6.7 8.3 47.2 45.7 47.1 47.2

Note: Data are estimates up to 2021. "p" indicates that the values in the column for the year 2022 are projections. Young people
are defined as those aged 15-24 years.
Source: International Labour Organization (2022)
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Appendix E. Public Debt
Management
Programme of the
Commonwealth
Secretariat

Through its debt management programme, the
Commonwealth Secretariat supports member
countries' efforts to effectively manage their debt
portfolios. Its Debt Management Unit (DMU),
through its public debt management programme,
supports member countries' efforts to effectively
manage their debt portfolios.

In accordance with the mission of the
Commonwealth Secretariat and the Sustainable
Development Goals, the programme aims to
strengthen the policy framework, institutional
and legal arrangements, institutional capacity and
management information systems to support
prudent and effective debt managementin
member countries.

It therefore supports the overall aim of individual
member countries to achieve sustainable debt,
reduce long-term debt-servicing cost, manage the
risk of contingent liabilities, as well as the risks of
debt distress.

Delivery of the programme is through advisory
support, capacity building and provision, and
support of public debt management systems.

Advisory services

Advisory support to member countries is usually
initiated with a diagnostic analysis either conducted
remotely or through an in-country mission,
resulting in defining and agreeing on the scope and
implementation method of the support required.

The following are the key focus areas of advisory
support provided:

. Formulation and implementation of the
Medium-Term Debt Management Strategy
(MTDS)

. Institutional reforms

. Legal framework

. Contingent liability management
. Domestic market development
. Debt bulletin

. Procedures manual

Support of Public Debt Management
Systems, including Commonwealth
Meridian

A key component of the debt management
programme is the provision of Commonwealth
Secretariat Debt Management Solutions, which
consists of a suite of software products that is
primarily used by governments to manage their
sovereign debt (both external and domestic)
portfolios.

Commonwealth Meridian

In recent years, the public debt management

arena has undergone significant transformation
and development, including stronger emphasis

on Medium-Term Debt Management Strategy
development, increasing awareness of risk
management, growing importance of the
management of contingent liabilities, new reporting
standards and the need forimproved transparency.

Given these changes in public debt management,
as well as significant advances in technology, the
Commonwealth Secretariat's Debt Management
Unit embarked on a project to develop a new
public debt management system, Commonwealth
Meridian, which incorporates advanced and
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improved functionalities to address emerging debt
management requirements and takes advantage of
the latest state-of-the-art technologies.

Comprehensive solution

Commonwealth Meridian is a comprehensive
solution that promotes effective and proactive
public debt management. It offers the following
functions and features:

. Public and publicly guaranteed debt, lending
portfolios and private sector external debt can
be recorded, managed and analysed.

. Customisable deployment of the solution
in centralised, decentralised and hybrid
environments defined by member
countries' information technology (IT) and
institutional infrastructure.

. Itis configurable around the delivery to key
stakeholders, for example, the Ministry of
Finance, Debt Management Office, central
bank, various funding agencies and project
implementing agencies, thus streamlining the
information flow between the various entities.

. Meridian has the ability to model any workflow
arrangement and/or institutional structure for
debt management.

. It provides flexibility in adding and maintaining
a wide range of financing products, including
any future financing products, through the use
of instrument templates.

. Itis organised around a central repository
of data from which key stakeholders
can access information to ensure that
real-time data is always available, even to
remote offices.

. Meridianis driven by alerts and notifications,
integrated with mail exchange systems to
support the business workflow process.

. It fosters accountability and transparency
through data-driven work flow.

. It integrates with external systems to provide
straight-through processing and accurate
data to stakeholders.

Meridian has undergone various forms of rigorous
testing, including by the software development
partner, the Secretariat's Debt Management Unit,
user acceptance testing by 16 debt management
experts from various countries and organisations
across the Commonwealth, and through a pilot
programme lasting one year with ten participating
countries.
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