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Summary 

The Economic and Social Commission for Western Asia (ESCWA) held its Expert Group Meeting in a 

virtual setting on 15 December 2020. 

The agenda contained several priority topics to deliberate on new opportunities of “Climate/SDGs Debt 

Swap” mechanism, proposed by ESCWA. The meeting brought together ministers, senior officials from 

governments, technical experts, representatives from creditor countries, academia, and development 

partners.  

The meeting was successfully concluded with useful feedback received on different aspects of 

conceptualizing and operationalizing debt swap for climate finance, including challenges and opportunities 

for ESCWA to pursue “Climate/SDGs Debt Swap” for Arab States. 

The present report summarises key discussions and recommendations from the deliberations in the meeting.  
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Introduction 

1. The Economic and Social Commission for Western Asia (ESCWA) held its Expert Group Meeting 

on “Climate/SDGs Debt Swap” in a virtual setting on 15 December 2020, pursuant to the launch 

of the Climate/SDGs Debt Swap Mechanism (DSM). The DSM aims to support member States that 

are facing challenges of climate finance, high debt burdens, and their fiscal pressures are 
exacerbated by the adverse impact of the COVID-19. The launch of the DSM is timely and pursuant 

to the outcomes of the 2020 United Nations High-level Meeting on Financing for Development, 

which sets out a menu of options for consideration by Heads of State and Government, and that 

includes the use of debt swaps to assist countries that are facing high debt burdens.  

The aim of the meeting, which is the first in a series of consultations, was to discuss the challenges 

and opportunities in operationalising the DSM and to create a network of stakeholders that ESCWA 
can engage with in future implementation of the DSM. A wide range of stakeholders, including 

high level representatives from member States, creditors, reputed global experts, and development 

partners discussed ESCWA’s DSM in this meeting. 

Under-Secretary-General and Executive Secretary of UNESCWA, Ms. Rola Dashti, welcomed the 
distinguished participants of the meeting and highlighted the importance of the Debt Swap initiative 

for the Arab region to accelerate the achievement of the SDGs and Paris Agreement commitments. 

She called upon the international donor community to scale up financing for climate-resilient 
projects supported through debt swap arrangements, maintaining that the commission will host 

the Debt Swap Mechanism and leverage all technical capacities and engagement with member 

States to support the debt swaps from inception to implementation. 

The meeting was successfully concluded with useful feedback received on different aspects of 

conceptualizing and operationalizing debt swap for climate finance, which is summarised in the 

following section. 

I. Key messages  

2. The discussions conducted at the Meeting led to the following key messages:  

 It is time to recognise that public budgets in the developing countries of the region are pressed due 

to rising external debt and debt service, which risks expenditure on climate action and for achieving 
the SDGs. The adverse impact of COVID-19 has exacerbated the fiscal pressures further. Given 

this urgency, ESCWA Debt Swap Mechanism (DSM) is an important initiative toward supporting 

debt relief and improving climate finance, particularly in the middle-income countries in the Arab 

region that are facing high debt burdens. 

 The DSM’s focus on pursuing long-term debt swap, emphasis on bilateral debt conversion, scaling 

up of debt conversion funds through mobilization of grant finance, budgetary provision for debt 

conversion funds, climate-resilient investments aligned with national development plans and 
nationally determined contributions (NDCs) can produce positive results to accelerate 

implementation of the SDGs and Paris Agreement.  

 Efficiency of scale of the debt swap is an important issue, both for reducing transaction costs and 
improving development impact. The impact of past debt swaps has been good but modest and they 

were not big enough to influence substantial debt relief or development outcomes. In this context, 

the proposal of long-term swap and scaling up of the swap are good aspects.  
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 Keep open the possibility of including private creditors for the debt swap. Initially, the DSM may 
focus on bilateral official debt, as mentioned, but it is important to keep open the possibility of 

including private creditors, especially in countries where they hold a significant share of public 

debt. 

 Evaluation and monitoring are important for improving development outcomes of the swap. It 
requires greater coordination at management level, implementation level, and alignment of the 

swap with different national initiatives. Leadership of the country plays an important role in 

managing debt and debt swap as well.  

 Debt swap for climate finance is one of the instruments in improving resources for climate-resilient 

investments, but it needs to be used strategically within a more comprehensive strategy for climate 

and SDGs financing, including one that addresses banking sector reforms on sustainable financing, 

green and inclusive recovery plans, green bonds and debt for equity swap.  

 The world is facing a looming debt and climate crisis which calls for a broader, bolder, and much 

more comprehensive action and response. Climate change raises the cost of capital and debt 

vulnerabilities that are increasingly magnified as the climate crisis grows. Failure to act will lead 
to a vicious cycle. Debt swap for climate and SDGs is important for the Arab region, because it 

will link debt relief to a green and inclusive recovery. 

 ESCWA needs to prepare a roadmap for operationalizing the DSM. In doing so, ESCWA needs to 
consider its role to support the processes associated with the creditor-debtor negotiations, Paris 

Club negotiations; deepening technical assessment for identifying a pipeline of climate and SDG 

aligned projects, and; review and analysis of the country’s climate strategies and implementation 
challenges. Overall, the role of ESCWA needs to be detailed in the up-stream and down-stream 

process of the DSM. 

II. Topics of discussion 

A. Session I: Opportunities to finance climate action and development from the global                                                       

and regional perspective Developments in the field of energy in the Arab region 

3. There is a need for a broad and comprehensive approach to address debt and climate crisis. In fact, 

there is a need for an overarching debt relief to frame a debt restructure plan involving all creditors. 
The funding released from debt repayment and restructure should be deployed for green and 

inclusive recovery to support sustainable growth. The G-20 debt service suspension initiative 

(DSSI) should be enhanced to ensure that all creditors, including multilaterals, and private 

creditors, are brought under its ambit. In addition, there is a need to recognize the debt 
vulnerabilities and that they could be magnified as the climate risks has grown by the loss of 

biodiversity and environmental destruction requiring multilateral and market borrowing. 

4. Debt Swap Mechanism represents a great opportunity for countries who are struggling from 
increasing debt exacerbated by the adverse impact of the COVID-19 pandemic. There are different 

elements that are needed to initiate a successful debt swap. These elements include: 

a) Scale of debt swap in order to create a meaningful amount of fiscal space 

b)  Catalyse additional political good will 
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c) Reducing the transaction costs and creating a scale of the swap that would justify any existing 
transaction cost. This swap should be easy and flexible, and it should not impose an additional 

financial burden to the debtor country 

d) The support of country leadership is very important 

e) Addressing development outcomes through evaluation monitoring  

f) Aligning the strategies of the swap with the national and environmental strategies of the debtor 

country, in addition to aligning these strategies with the priorities of the donors  

5. The provision of domestic counterpart finance into the budget creates an important opportunity for 

countries. This will happen through creating fiscal space for the countries and mainstreaming 

climate action within the budget. This mechanism should be linked to the budget and the budget 

should be aligned with the Agenda 2030 and the SDGs. 

6. Although debt swap can reduce debt burdens and improve resources to implement SDGs and the 

Paris Agreement, debt swap alone is not sufficient. Past debt swap experiences showed that the 
amount of debt swap has been insignificant and too small compared to the total amount of debt, 

which did not have a significant impact on reducing the debt burden that these countries suffer 

from. Therefore, the scale of the debt swap and the multi-year period of debt swap are important 

considerations. 

7. Past debt swaps revealed that: 

 There is a need for strong political commitment 

 They have been very costly to structure 

 The lack of capital market debts creates an issue 

 The macroeconomic fundamental should be recognized 

 The swaps should be part of an inclusive approach of debt reduction mechanism, including debt 
restructuring, and must consider involving private creditors although bilateral creditors may be 

entry points for the debt swap mechanism that ESCWA is proposing. 

 The funding should be country driven and responsive to NDCs and national development plans.  

8. Further opportunities can be created through focusing on different factors: 

a) Presenting a clear Climate/SDGs modality and strategy for the Arab region that would identify 

the different synergies among the different countries in order to perform better 

b) Swaps are often seen as one-off deals and structurally different from climate or environmental 

sustainability frameworks. Developing a clear roadmap for climate resilient development and 

developing a conducive enabling environment at the national level is key to identifying where 
the budget support will best fit within the country and choose what to tackle, for example by 

identifying priority sectors for climate resilient development actions that will have a strong 

economic impact 
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c) Conversion to swaps into LCU may be easy path. But lack of developing countries financial and 
capital markets to absorb it has been a problem. The use of swap should be considered not just 

in the context of the national budget, but also on how it can support broader national efforts to 

align and mobilize the banking sector for climate and SDG action.  

d) Supporting capacity development processes in the financial sector to bring the next generation 
to plan better economically for the future from the perspective of climate resilient development 

and sustainability development. 

e) Swaps could be happening at provincial, state and city level. Need to be extremely agile and 

comprehensive in terms of the geographic outlook. 

f) Swaps need to be scaled; this can be done with finance from sources including, inter alia, the 

GCF, ESG funds, bond markets, SDG linked bonds. 

9. It is time to take into consideration climate resilient programs given the risks that climate change 

poses to economies in many countries. We should think collectively and at the country level to 

make green economy part of or our top priority moving forward. 

10. Systemic risks of climate risk and loss of biodiversity and nature, which accounts for over half of 
GDP, are not being recognized by central banks and credit rating agencies have begun to include 

this in their assessments of sovereigns. With natural capital eventually being integrated into 

sovereign rating, loss of natural capital will be a challenge for debt sustainability 

11. The world is facing a looming debt and climate crisis which calls for a broader, bolder, and much 

more comprehensive action and response. Climate change raises the cost of capital and debt 

vulnerabilities are increasingly magnified as the climate crisis grows. Failure to act will lead to a 
vicious cycle. Debt swap for climate and SDGs is important for the Arab region, because it will 

link debt relief to a green and inclusive recovery. 

 Proposing this long term debt swap mechanisms would help countries deliver and contribute to the 

achievement of SDGs and Paris Agreement. The proper management of this mechanism at the 
management and implementation level is very important along with the proper governance 

structure that involves debtors and creditors to align different initiatives together. A long-term 

mechanism will ensure the predictability of climate finance and can help to mobilize additional 

support that is aligned with national priorities. 

B. Session II: New opportunities for the Arab region 

12. Middle-income countries in the Arab region are facing increasing burden of external public debt 

and they have to spend a large share of revenues for debt service, which increases fiscal stress and 

limits expenditure for meeting essential needs needs. 

13. The climate finance support provided to Arab States is not aligned with the priorities in this region. 

The quantity and quality of flows does not meet the need and has been largely static over the five 
reporting years through 2018. Loans exceed grants by a factor of 10, and flows to mitigation exceed 

flows to adaptation by a factor of four, even though the region prioritizes grant finance for 

adaptation. Of concern, non-concessional debt is increasing. 
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14. ESCWA is working on a needs-based climate finance strategy for the region. Climate finance 
should be based on needs, as established in NDCs and national development plans. It should 

consider the need for public and grant support and should be balanced between mitigation and 

adaptation.  

15. Following these representations much attention should be drawn to 3 key points: 

a) Predictable climate finance is needed to support long term climate planning and action  

b) Arab States need more grant and concessional finance, especially for adaptation  

c) Governance challenges may be a barrier to grant finance when its most needed 

16. The Paris Club perspective is that debt swaps are not instruments that contribute to a country’s debt 

sustainability, because they do not actually free additional resources or fiscal space for the debtor 

country. They allow the country to use resources in a different way, but will not be part of the debt 

sustainability solution we are looking for under the restructuring process. Accordingly, they are 

essentially development or climate finance instruments. 

17. It is important to ensure that the initiative does not create a procedure that will be even more 

cumbersome than what is already in place. In some cases, it may be simpler and yield a very similar 

result if the creditor forgives a portion of debt and provides a simple grant in lieu of a swap. 

18. ESCWA’s DSM bilateral swap provides important opportunity for different stakeholders and this 

initiative and mechanism have been complemented by member states and experts in the field due 

to its importance in pursuing debt relief and investing in climate action. ESCWA plays a role in 
initiating and implementing it. ESCWA would start its negotiations with debtor and creditor 

countries to initiate a climate-resilient investment project. It will also liaise with donors to scale-up 

swap funds and it will provide an operational grant to the DSM. In addition, it will help implement 

and monitor the swaps.  

19. The catalytic role of ESCWA is fundamental but needs to be clarified. It would be a conflict of 

interest to fill al roles from defining and preparing projects, acting as broker, managing swap 
operations and project implementation. Certain roles have more liability risks, such as preparing a 

term sheets or implementing projects. Thus, ESCWA needs to further frame its role in a more 

detailed aspect. 

20. Debt swaps should be implemented in a way to be perfectly integrated within the different 
initiatives found in place and avoid any overlapping with other initiatives. In addition, this debt 

swap and the project that is going to be financed should be associated with the implementation of 

Agenda 2030 and this would encourage creditors to be part of such an initiative. Also, this swap 

mechanism should respect the solidarity principle in the Paris Club agreement. 

21. It is important to make people familiar with this mechanism and perhaps to try one swap action and 

familiarize on how to do it. After that this mechanism does not necessarily have to be limited to 

investments in specific fields in the environment, it can also be used to invest in clean energy, 

water, agriculture, fishing, public transportation along with investing in clean climate objects. 

22. Climate finance and securing resources for climate resilient recovery have been the first victim of 

what is happening in the post-COVID world. Embedding climate in post-COVID recovery plan 
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will significantly enhance the short- and long-term effectiveness of these plans. Currently climate 

is underrepresented, unfunded, and insufficient. 

23. There are 4 challenges in increasing the volume and efficacity of building climate resilience: 

a) The financing gap (especially from the private sector)  

b) Critical short coming on the way to track adaptation finance   
c) Lack of physical climate data in the region  

d) Lack of financial instrument  

24. There are not enough bankable climate projects on the table, with specific reference to large, serious 
projects. The first step for this ESCWA initiative should be to define and create bankable projects. 

Consider creating a fund to help with project preparation, as this is critical. If projects are not 

prepared, donors will not agree to them as part of swaps. Upstream work to support project 

preparation typically incurs between 5 and 10% of the total project cost. 

25. Most countries will need to go through a second set of post-COVID reforms and debt restructuring. 

Debt swap for climate and SDGs on its own is not sufficient, but this instrument has to be part of 

any restructuring package. Swaps can help with inclusive, smart, green growth and therefore need 

to be structured within the overall macroeconomic framework. 

26. ECLAC’s model of creating a resilience fund is a good idea but thus far its linkage with GCF is not 

yielding results. Alternative sources of financing should thus be considered for funding a regional 

mechanism, including sovereign wealth funds. 

III. Organization of the session 

 Date and venue 

27. ESCWA held its expert consultation on Climate/SDGs debt swap initiative virtually on 15 

December 2020. 

 Attendance 

28. The session was attended virtually by high-level representatives from Jordan, Egypt, Tunisia, Iraq 

and Morocco and leading global experts. The Annex to the present report sets out the list of 

participants. 

 Agenda 

23.                                                                     Day 1: 15 December 2020 

 

14:45 – 15:00 Online Check-in 

The meeting will be conducted online. A dedicated web link will be provided to participants prior 

to the meeting.  It is recommended to test your audio and video connections and interpretation 

settings with the meeting organizers 15 minutes prior to the opening session. 
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Opening Session  

 

15.00 – 15.15 

 

 

 

Welcome remarks 

 Ms. Rola Dashti, Under-Secretary-General of the United Nations and 

Executive Secretary, United Nations Economic and Social Commission for 

Western Asia (ESCWA) 

Objectives and Setting the Scene 

 Ms. Roula Majdalani, Cluster Leader, Climate Change and Natural Resource 

Sustainability Cluster (CCNRSC), ESCWA  

Session I Debt Swaps: Global and Regional Perspectives 

  

Moderator: Ms. Rola Dashti, Under-Secretary-General of the United Nations and Executive 

Secretary, ESCWA 

  

15.15 – 16.00 Debt-for-climate-swaps: Opportunities to finance climate action and development 

 Ms. Stephany Griffith-Jones, Financial Markets Program Director at 

the Initiative for Policy Dialogue at Columbia University: Keynote on debt 
swap experiences and impacts from around the globe (10 mins); 

 

 H.E. Ms. Yasmine Fouad, Minister of Environment, Egypt: Perspectives from 

the Arab Region (5 mins); 

 Mr. Saleh Kharabsheh, Former Minister of Energy and mineral resources, 
Jordan: Importance of climate/SDGs debt swap for Jordan (5 mins); 

 Ms. Shamshad Akhtar (TBC), A former governor of the State Bank of 

Pakistan, and Chair of the Board of Directors of Karandaaz Pakistan: 

Challenges in operationalizing debt swap for climate finance (5 mins). 

Open Discussion (15 mins) 

 

 Break for 5 minutes 

Session II Climate/SDGs Debt Swap: Opportunities for the Arab Region 

  

Moderator: Mr. Ulrich Volz, Director of the SOAS Centre for Sustainable Finance and Reader in 

Economics at SOAS, University of London 

 

16.05 – 17.50 

 

 

Debt Swap for Climate and SDGs finance: New opportunities for the Arab region 

 

Speaker: 

 Mr. Daniel Griswold, Associate Economic Affairs Officer, Climate Change 

and Natural Resource Sustainability Cluster (CCNRSC), ESCWA:  Climate 
finance challenges in the Arab region (10 mins); 
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 Mr. Niranjan Sarangi, Coordinator, Debt Swap Project, Shared Economic 

Prosperity Cluster, ESCWA: Fiscal challenges in the region and debt swap for 
climate finance (10 mins). 

 

Discussants: 

 Mr. Bruno Menat, Regional Financial Counsellor, French embassy in Lebanon: 

Opportunities, eligible sectors, conditionalities, challenges (5 mins); 

 Mr. Ahmed Kamaly, Deputy Minister of Planning and Economic 

Development, Egypt: Opportunities, potential socio-economic challenges and 

alignment with National Development Plans (5 mins); 

 Mr. Ahmad Hmaidat, Director of Public Debt Department, Ministry of 

Finance, Jordan: Jordan’s perspective on opportunities and challenges of 

operationalizing debt swap (5 mins); 

 Mr. Habib Houij, Director General, Ministry of Finance, Tunisia: Tunisia’s 

perspective on opportunities and challenges of operationalizing debt swap (5 

mins); 

 Ms. Elwiya Fadel Yassine, Ministry of Finance, Iraq: Iraq’s perspective on 

opportunities and challenges of operationalizing debt swap (5 mins); 

 Mr. Jamal Saghir, Senior Advisor, Board of Directors, Global Centre on 

Adaptation – Opportunities for mobilizing finance for climate adaptation (5 

mins). 

 

Open Discussion (45 mins) 

 

17.50 – 18.00 

 

Concluding Remarks and Way Forward 

Mr. Moctar El Hacene, Cluster Leader, Shared Economic Prosperity Cluster, ESCWA 

(5 mins); 

Ms. Roula Majdalani, Cluster Leader, Climate Change and Natural Resource 

Sustainability Cluster (CCNRSC), ESCWA (5 mins). 

 

Rapporteur Ms. Zahraa Arkadan, Shared Economic Prosperity Cluster  

Ms. Lina Fleifel, Climate Change and Natural Resource Sustainability Cluster 
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LIST OF PARTICIPANTS 

 

A. Experts – ESCWA Member Countries 

Egypt 

 

H.E. Ms. Yasmine Fouad  

Minister of Environment 

Ministry of Environment 

 

Mr. Ahmed Kamaly 

Deputy Minister of Planning and Economic 

Development 
Ministry of Planning and Economic 

Development 

 

Iraq 

 

Ms. Elwiya Fadel Yassine 

Ministry of Finance  
 

Mr. Yousif Muayad  

Manager of International Environment Relations 

Department  
Ministry of Health and Environment  

Republic of Iraq  

 

Jordan 

 

Mr. Saleh Kharabsheh 

Former Minister of Energy and Mineral 

Resources  

 

Mr. Ahmad H. Hmaidat 

Director 

Public Debt Department 

Ministry of Finance 
 

Ms. Lana Reziq 

Head of Borrowing Division 
Public Debt Department 

Ministry of Finance 

 

Ms. Amani Abu Rumman 

Borrowing Division, Debt Swap Section 

Public Debt Department 

Ministry of Finance 
 

 
 

Morocco  

 

Ms. Najwa Mouhaouri 

Lead of Green Finance Unit  

Bank Al Maghrib 

 

Tunisia 

 

Mr. Habib Houij  

Director General 
Ministry of Finance 

 

 

B. Experts – Academia & NGOs 

 
Ms. Shamshad Akhtar 

Chair of the Board of Directors of Karandaaz 

Karandaaz, Pakistan 

 
Former Executive Secretary  

United Nations Economic and Social 

Commission for Asia and the Pacific (ESCAP),  
 

Former Governor  

State Bank of Pakistan  
 

Ms. Stephany Griffith-Jones 

Financial Markets Director 

Initiative for Policy Dialogue  
Columbia University 

 

Emeritus Professorial Fellow  
Institute of Development Studies  

Sussex University 

 

Mr. Ulrich Volz 

Director  

Center for Sustainable Finance 

SOAS University of London 
 

 

C. National, Regional & International 

Organizations 
 

Ms. Annette Frick  

First Secretary, Syria Team   

Embassy of the Federal Republic of Germany 
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Mr. Bruno Menat 

Regional Financial Counsellor   

French embassy in Lebanon  

Ms. Silke Heuser  

Global Climate Change Research and Advisory 

Team 
World Bank 

Ms. Katrin Aidnell 

Regional Programme Manager environment, 

climate change, water, renewable energy and 
food security  

Embassy of Sweden  

Ms. Avril Benchimol  

Senior Financial Specialist  
Global Environment Facility 

Mr. Jamal Saghir   

Board Member and Senior Advisor 

Global Centre for Adaptation 
Professor of Practice 

McGill University Institute for the Study of 

International Development 

 
 


