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An economic response package 
to avoid a “Great Divergence”
Fifteen months into the pandemic, African countries—particularly low-income ones—are bracing 
for a lost decade. As the pandemic continues to wreak havoc on lives and livelihoods, the latest data 
show that Africa now has the highest death rate in the world among adults who become critically 
ill after contracting COVID-19.1 The economic and social aftershocks are also biting: the World Bank 
estimates that low-income countries and countries in Africa are expected to see further increases 
in poverty in 2021.2

Global economic growth is projected at 6% this year, but Africa is expected to reach only half that 
level.3 The continent is facing additional financing needs of $285 billion through 2025 just to respond 
to the pandemic; of this, $135 billion is for the continent’s low-income countries, according to the 
IMF.4 With just 0.4% of COVID-19 vaccine doses administered in low-income countries compared 
to over 80% in high-income and upper-middle-income countries, this divide will continue to grow.5 

To avoid a “Great Divergence,” the G20 must swiftly scale-up its response to low and middle income 
countries. Without rapid and ambitious action a two-speed recovery that compounds inequality 
and extends the lifespan of the pandemic is inevitable. 

ONE is therefore calling for an economic response package to ensure vulnerable countries 
can respond not only to the virus, but the aftershocks of the crisis. The package includes:

 ƍ A new allocation of $650 billion in SDRs, with wealthy countries recycling most - if not 
all - of their SDRs to help low and middle income countries respond and recover from 
the pandemic;

 ƍ The expansion of the Common Framework to all countries that need it, as well as the full  
participation of all creditors; and

 ƍ Increased transparency of debt and debt contracts.

SPECIAL DRAWING RIGHTS: A THREE STEP ROADMAP
Thanks to the G7 and G20’s leadership, agreement on a new general allocation of $650 billion in 
Special Drawing Rights (SDRs) is on track. However, African countries and low-income countries 
stand to receive only 5% ($33 billion) and 3% ($21 billion), respectively, from this new allocation; 
many of them are seeing a surge in infections against a backdrop of very low vaccination rates, 
further clouding their economic outlook. SDRs will help provide the emergency liquidity to avoid 
calamity. Conversely, nearly 68% ($443 billion) of the $650 billion will go to G20 countries, with high 
vaccination rates brightening recovery prospects in the wealthiest countries. 
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G7 leaders have backed voluntary recycling of SDRs in order to increase the impact of a new 
allocation for the most vulnerable countries, signalling a global ambition to raise $100 billion.6 This 
is welcome but given the scale of the additional financing needs for low income countries over the 
next five years, this must be an initial target for 2021 and additional to the resources that low income 
countries will receive via a new general allocation. For a new allocation to have the biggest benefit to 
low and vulnerable middle-income countries, wealthy countries should commit to recycle most—if 
not all—of their SDRs to support response and recovery efforts.

Step 1: Provide Emergency Liquidity
G20 countries should immediately support such elevated annual PRGT lending to low-income 
countries over the next five years, i.e. between $45 billion and $50 billion through 2025. Given the 
speed at which resources are needed, the PRGT is critical for driving an urgent response. The PRGT 
is tried, tested and trusted by IMF shareholders. Thanks to recycling of existing SDRs, it has played 
a critical role in helping low-income countries weather the pandemic, lending about $9 billion last 
year—far exceeding past peaks and a fivefold increase from the average of recent years. 

Step 2: Reform the PRGT
Given the magnitude of needs, more can and should be done to increase concessional lending 
capacity and impact beyond low income countries. This should happen by autumn 2021. African 
countries—both low-income and emerging markets—alone face additional financing needs of 
nearly $520 billion through 2025 just to get back on their previous path of catching up with wealthy 
countries.7 For this to happen, the PRGT’s concessional facilities would need to see several changes:

1. Expand eligibility: At a minimum, PRGT eligibility should be broadened to cover all eligible 
countries under the G20’s Debt Service Suspension Initiative. Vulnerable lower middle-income 
countries that have high (and increasing) poverty levels, those at high risk of debt distress, and 
have been particularly hit hard by the pandemic, such as tourism dependent economies, should 
be given access on an exceptional basis.

2. Increase concessionality: Substantial and highly concessional financing will be necessary 
to support vaccination campaigns and to jumpstart economies. Grace periods and final 
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maturities for all concessional lending facilities should be lengthened to at least 10 and 15-20 
years, respectively. Interest rate charges on outstanding loans should be waived until the crisis 
recedes and countries get back on track.  

3. Boost access limits: Because demand for concessional resources could be constrained by 
existing quota-based access limits, the Rapid Credit Facility’s (RCF) temporary higher annual 
access limit should remain in place through December 2023 and. The limit on the number 
of disbursements under the RCF within a 12-month period (to two disbursements) should be 
permanently eliminated. The normal annual and cumulative limits on access to PRGT resources 
should be doubled from 150% of quota to 300% percent and from 300% to 600%, respectively, 
for the period through 2025. 

4. Bolster the subsidy and reserve accounts:  Because an increase in the Fund’s concessional 
lending capacity will require additional subsidy resources to bridge the gap between SDR 
interest rates and zero interest rates charged G20 countries should work with the IMF to accept 
a lower interest rate—such as the UK loan capped at 0.05%—when they voluntarily lend their 
SDRs, which would ease the pressure to replenish subsidy resources. Selling a portion of the 
IMF’s gold holdings to sustain highly concessional financing terms and to replenish the reserve 
account should be part of the longer-term calculus. 

Step 3: Develop and support new instruments to respond to and recover from the crisis
Wealthy countries should also allocate a portion of their SDR allocations to initiatives that will 
finance vaccine rollout efforts, support climate action and enable the world to build back better 
from the pandemic and its aftershocks. There are a number of proposals which could support these 
agendas:

 ƍ Resilience and Stability Trust: A new vehicle to support middle income countries and small 
island states address health and climate risks is under consideration and expected to be set-
up by the end of 2021.

 ƍ Vaccine equity: A new IMF rapid credit window or other facility could provide financing to 
support vaccine purchasing for most developing countries through 2021-2022, and could re-
main in place for future pandemics.8 Further financing could also be allocated to support and 
increase local vaccine production in Africa.

 ƍ Liquidity and Sustainability Facility: African finance ministers have proposed the creation of 
a vehicle that would help lower borrowing costs and help African countries access new liquid-
ity and attract private sector investors. It would provide liquidity in the short run, while it is 
expected to support sustainable development objectives in the long run.

 ƍ Enhancing IDA’s lending capacity: Countries could lend a portion of their newly allocated 
SDRs to the World Bank’s International Development Association (IDA).9 IDA would be able to 
exchange these SDRs for hard currency to lend out to low-income countries.

For their part, borrower countries should transparently use these resources to respond to the 
economic and health impacts of the pandemic and to build back better in a gender sensitive way. 
At the same time, a more flexible approach to conditionality that accommodates increased fiscal 
deficits and avoids premature cuts to social spending is necessary.   

A COMMON FRAMEWORK THAT DELIVERS FOR ALL THAT NEED IT
Sub-Saharan African countries entered the crisis with elevated debt levels and little fiscal space. 
The pandemic has further decimated public revenues and private investment. Debt increased in 
sub-Saharan Africa to more than 66% of GDP in 2020, and 21 countries in the region (out of 36 
globally) are now either at high risk of debt distress or are already in distress.  A long term solution 
to unsustainable debt levels is critical to enabling countries to respond effectively to the crisis, 
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supporting equitable access to vaccines but also to bolstering critical social sectors like health 
or education and investing in economic recovery. But those countries struggling the most with 
debt also have less access to additional finance. G20 countries will receive a $443 billion SDR 
allocation, yet debt-vulnerable African countries10 will receive just $7 billion, under half of the 
$15 billion owed in debt service in 2021 alone.  

Without a debt workout mechanism that delivers for all, additional financing such as reallocated 
SDRs risk being consumed by growing debt burdens. The Common Framework, agreed by the G20 
in November of 2020, offers a chance for African countries to avoid a path to default and bring debt 
down to a level which is sustainable. Whilst a step in the right direction, primarily due to buy-in from 
Africa’s largest bilateral creditor, China, more is needed to make sure that the Common Framework 
delivers the relief needed. ONE is calling for:

1. Full Participation of all Creditors

 ƍ All private, bilateral and multilateral creditors need to participate in the Common Framework 
and agree to reduce debt to a level comparable with participating creditors. 

 ƍ G20 countries must do more to ensure that private creditors operating in their jurisdictions 
participate by signalling support for enforcing the ‘comparability of treatment clause,’ putting 
pressure on private creditors, and taking steps to limit the ability of vulture funds to profit from 
the pandemic.

2. Expansion to all countries that need it

The G20 must urgently expand the Common Framework to apply to all countries that request it. 
Despite calls from the IMF and the UN, and US Treasury Secretary Janet Yellen, the G20 is yet to 
extend the Common Framework to include Middle Income Countries. MICs have an even higher 
portion of private debt, with Eurobonds making up 60% of UMIC debt in 2019 compared with just 
21% from official sources, they are struggling to repay. 
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3. Better transparency and accountability 

 ƍ Progress within the Common Framework should be systematically shared on an online plat-
form, including details of the creditor committee groups, their governance structures and any 
deals reached. At present, citizens rely on ad-hoc press releases containing limited informa-
tion, removing any ability for them to hold actors to account for the timeliness or outcomes of 
the Common Framework process. 

 ƍ Borrowing county governments must improve transparency and accountability, particularly 
for relieved funds, in order for citizens to hold them to account. Initiatives like the Conference 
of African Speakers and Heads of Parliament (CoSAP) Transparency Pledge are welcomed, 
and ONE supports its expanded implementation.   

DEBT TRANSPARENCY
Underpinning the success of the Common Framework is the transparency of debt and debt contracts. 
Better debt transparency aids effective decision making for African country governments, providing 
a mechanism for citizens to hold them to account, as well as the ability of creditors to make lending 
and pricing decisions.

At present, data on debt is patchy. It is usually available on an aggregate basis on an annual basis, 
or through the occasional press release. For full transparency a central data repository is needed, in 
which all important debt information is disclosed by official and private creditors, as well as borrowing 
countries. Existing initiatives such as the OECD Debt Portal for Private Debt Disclosure, and the G20 
Operational Guidelines for Sustainable Finance are a good start. However, their utility will depend on 
some of the details of their implementation. ONE is therefore calling on G20 countries to:

1. Strengthen the OECD Debt Portal for Private Debt Disclosure

At present, the portal is being designed to disclose data on an aggregate basis, meaning that there 
will be no details on which bank has lent to which country. Other information, such as a detailed use 
of proceeds, is difficult to show on an aggregate basis. Without this information, citizens are unable 
to hold their governments or their banks to account. The portal must therefore:

 ƍ Disclose details about each loan, in line with the information required by the IIF principles, not 
on an aggregate basis. 

 ƍ Make sure that the signatories to the IIF Principles and the portal are on an institutional and 
not transactional basis. 

 ƍ Expand the principles to cover middle income countries, and provide more details on the loan 
contract. Often important information can be omitted that changes the cost of the loan, such 
as fees and the exact interest rate charged.  Reduce transaction disclosure timelines to 30 
days (currently up to four months) allowing greater accountability for the quality of borrowing. 

2. Boost debt transparency

 ƍ All G20 governments should publish new lending on a quarterly basis. Countries should align 
their disclosure standards to be at least as comprehensive as those of the IIF principles. In the 
longer term, they should do more to coordinate transparency initiatives so that data is compa-
rable and in one place.  

During a pandemic, no one is safe until everyone is safe, and we can’t move forward unless we 
all do it together. This is a test of solidarity and cooperation, which if we fail will make tackling the 
challenges of the 21st century—from climate change to future pandemics—more difficult to achieve.
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