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Highlights: 
 
1) Vince Cable admits Egyptian military debt 
Some of Egypt’s debt to the UK comes from military exports; UK Export Finance has 
started to investigate where debts come from. 
 
2) Andrew Mitchell refuses to support Zimbabwe debt audit 
UK Development Minister criticised by Zimbabwean democracy campaigners for 
refusing to support transparency and accountability. 
 
3) Getting into debt in Ethiopia 
The East African country’s debts have more than doubled since the financial crisis 
began. By 2014, debt repayments are set to reach similar levels to before Ethiopia 
received debt cancellation. 
 
4) UK starts to give some climate grants 
Latest allocation of UK climate adaptation money is mainly for grants rather than loans. 
But support for World Bank and climate mitigation loans continues. 
 
5) Bank of England investigates capital flows and debt 
New research for the Bank of England shows how debt crises were much less frequent 
when capital flows between countries were regulated. Other Bank of England research 
predicts increased flows of capital, and so creation of debt, between countries. 
 
6) UK government intends to count debt cancellation towards aid targets 
If Sudan has its £678 million of made-up debt cancelled, it will all count towards the aid 
target, and so reduce amounts of actual aid being spent. 
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1) Vince Cable admits Egyptian military debt 
The government has admitted that some of Egypt’s near £100 million debt to the UK 
comes from UK Export Finance (formerly ECGD) backing loans for Egypt to buy British 
made military communications equipment.1 However, Business Minister Vince Cable 
has told Jubilee Debt Campaign that none of the debt comes from exporting “military 
aircraft, helicopters, tanks or missiles.”2 
 
The admissions come as a surprise given that government ministers have previously 
said details of the goods and services supplied to Egypt are no longer held. Jubilee 
Debt Campaign has learnt that Ministers instructed UK Export Finance to find out 
where the debt owed by Egypt comes from; something they are clearly able to do. 
 
Neither UK Export Finance or Vince Cable have yet revealed all the contracts which led 
to Egypt’s debt being created. Egypt paid £7 million to the UK at the start of January, 
and has another debt repayment of £7 million due at the start of July.  
 
Overall Egypt is repaying foreign creditors around $3 billion (£2 billion) a year. The IMF 
is currently in discussions with the Egyptian government on a proposed $3 billion loan. 
The government rejected a previously touted loan last year, reportedly because of the 
economic conditions attached to it. However, falling Egyptian foreign exchange 
earnings – for example due to loss of tourism revenues – are thought to be driving the 
country towards taking out the IMF loans. The country would have no need of these 
new IMF loans if there were a moratorium on debt repayments during the transition to 
democracy. 
 
The Popular Campaign to Drop Egypt’s Debt held a conference in Saturday 23 January 
to discuss the loan. Amr Adly from the campaign said: 
 
“The IMF was involved over the past two decades in drawing and implementing the 
economic and financial policies of Egypt, which led to low living standards, high poverty 
rates, and deterioration of public services and human resources and human 
development …  “the current government does not represent the Egyptian people … 
and the donors realize that the current government is not a legitimate one.”3 
 
2) Andrew Mitchell refuses to support Zimbabwe debt audit 
Secretary of State for International Development Andrew Mitchell has told Jubilee Debt 
Campaign in a letter that “The UK does not support a debt audit” in Zimbabwe. He 
argues that loans made to internationally recognised governments are bound by legal 
contracts and recognised in international law. However, he fails to say why he 
disagrees with the transparency and learning lessons for the future which come with a 
debt audit. 
 
The refusal by the UK has been reported by the Zimbabwe independent newspaper the 
Daily News. Dewa Mavhinga, from pro-democracy campaigners Crisis in Zimbabwe 
Coalition, told News Day: “The people of Zimbabwe, through a Parliamentary Debt 
Audit Commission, have a right to know what loans the government of Zimbabwe 
acquired; for what purpose, and whether or not the borrowed money was actually used 
for its intended purpose. Zimcodd [Zimbabwe Coalition on Debt and Development] and 
Zen [Zimbabwe Europe Network] are correct to demand a debt audit before a decision 
on whether to declare Zimbabwe a Hipc country is taken.”4 
 

                                                 
1 http://www.theyworkforyou.com/wrans/?id=2011-12-12a.84122.h 
2 Cable, V. (2011). Letter to Jubilee Debt Campaign. 
3 http://thedailynewsegypt.com/economy/campaign-slams-imf-for-illegitimate-negotiations-with-egypt-
dp2.html 
4 http://www.dailynews.co.zw/index.php/news/34-news/6719-uk-minister-rejects-call-to-audit-zim-debt.html 
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Former Zimbabwean diplomat Clifford Mashiri said: “Whenever an audit is resisted, it 
inevitably raises eyebrows. Some suspect those against the audit have something to 
hide because of the potentially embarrassing revelations. Transparency is a principle 
that needs to be applied universally, and Zimbabwe needs to move forward in this 
way.”5 
 
3) Getting into debt in Ethiopia 
Ethiopia qualified for debt cancellation through HIPC in 2004, and subsequently MDRI 
when it was agreed in 2005. Its debt repayments fell from averaging 10 per cent of 
government revenue a year from 1998-2000 to 4 per cent a year from 2007-2009. 
 
However, since the financial crisis began the government’s foreign owed debt has shot-
up from $3 billion to $7 billion, and is predicted to reach $10 billion by 2014. In 2010 the 
IMF predicted that by 2014 the country would be back to spending 10 per cent of 
government revenue a year on debt repayments. Since 2005, Ethiopia has been lent 
$5.6 billion. The bulk of this has been lent since the financial crisis began in 2008. 
 
New foreign loans to Ethiopian government6 
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Total new foreign loans to Ethiopian government 2005-2010 
Lender Amount 
Multilateral $2,430 million 
Of which: World Bank $1,575 million 
Of which: IMF $287 million 
  
Private $2,223 million 
Foreign governments £1,214 million 
 
The Ethiopian government has refused to release the latest assessment by the IMF of 
the country’s debt sustainability. Despite the projected increase in debt repayments, 
the previous assessment in 2010 viewed Ethiopia as at low risk of debt distress. The 
2010 assessment assumed Ethiopia’s economy would grow by more than 7 per cent a 
year, and its exports by 18 to 20 per cent a year.7 
 
Given the none-release of the latest IMF assessment, it is not yet known what the 
impact of the 2011 drought has been on Ethiopia’s debt. 

                                                 
5 http://www.thezimbabwean.co.uk/comment/blogs/clifford-mashiri/ 
6 World Bank. Global development finance database. 
7 http://www.imf.org/external/pubs/ft/dsa/pdf/dsacr10175.pdf 
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4) UK starts to give some climate grants 
At the talks in Durban in December, the UK government allocated £275 million of aid 
money for various climate change funds. Of this, £85 million is to go to the World Bank 
Pilot Programme for Climate Resilience, which is supposed to help countries adapt to 
climate change.  
 
For the first time, £70 million of the UK money is a grant – rather than capital – which 
means it will be given on to countries as grants rather than loans. However, £15 million 
is capital, and so will be given as loans by the World Bank. The UK has already given 
£225 million of capital to the World Bank, which has been used to give climate loans to 
heavily indebted countries such as Jamaica, Grenada, Nepal and Cambodia, and low 
income countries which have previously had debts cancelled, such as Zambia, 
Mozambique and Niger. 
 
Of the other money allocated in Durban, £10 million is being given to the UN 
Adaptation Fund. Significantly, the UN Adaptation Fund differs from the World Bank 
fund in that it a) only gives grants, b) is open to all developing countries to apply for 
money (rather than those handpicked by the World Bank), and c) has a majority of 
developing countries on its board (the World Bank fund is 50:50). However, it has 
received far less donor money than the World Bank fund. 
 
£150 million of the UK money will go to the World Bank Clean Technology Fund, which 
gives loans to governments and companies, supposedly for technology which will cut 
emissions.   
 
In Durban, an agreement was reached to create a Green Climate Fund, which will have 
half developed countries and half developing countries on its board. Private companies 
will be able to by-pass governments and apply directly to the fund for subsidies. The 
Fund is not yet up-and-running, and has yet to receive any pledges of money. 
 
5) Bank of England investigates capital flows and debt 
Research for the Bank of England has found that the frequency of debt crises has been 
much higher since movements of capital were liberalised in the 1970s.8 A paper by 
Bush, Farrant and Wright contrasts the current global financial system with the Bretton 
Woods System which existed from 1948 to 1972 when there was widespread 
regulation on the flow of capital, and so creation of debt, between countries. They find 
that “The current system has coexisted, on average, with: slower, more volatile, global 
growth; more frequent economic downturns; higher inflation and inflation volatility, 
larger current account imbalances; and more frequent banking crises, currency crises 
and external defaults.”9  
 
The research finds that under the Bretton Woods system, trade surpluses and deficits 
between countries were 0.8 per cent of world GDP a year, compared to 2.2 per cent 
from 1973-2008. Trade deficits and surpluses are a good measure of how much debt is 
being created between countries, whether public or private sectors. If a country imports 
more than it exports, it has to borrow to cover the difference. Or alternatively, if a 
country borrows it spends the money on imports, causing a trade deficit; the causation 
can run both ways. 
 

                                                 
8 Bush, O., Farrant, K. and Wright, M. (2011). Reform of the international monetary and financial system. 
Bank of England Financial Stability Paper No. 13. December 2011. 
9 Bush, O., Farrant, K. and Wright, M. (2011). Reform of the international monetary and financial system. 
Bank of England Financial Stability Paper No. 13. December 2011. 
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In this period of lower debt there were markedly fewer banking crises, currency crises 
and government debt defaults, than have characterised the world since the 1970s (see 
table below).10 
 
 Bretton Woods (1948-

1972) 
Current (1973-2008) 

Growth in world GDP per 
person 

2.8 per cent 1.8 per cent 

Current account surpluses 
and deficits 

0.8 per cent of world GDP 2.2 per cent of world GDP 

Banking crises 0.1 per year 2.6 per year 
Currency crises 1.7 per year 3.7 per year 
Government defaults on 
external debt 

0.7 per year 1.3 per year 

 
A separate paper for the Bank of England simulates that growth and integration of 
emerging market economies could lead to continued large increases in external capital 
flows – and so debts created between countries - over the next 40 years. The paper 
simulates that global trade imbalances could rise from 4 per cent of world GDP 
currently to 8 per cent in the 2030s, while the overall size of foreign owed debts or 
assets for G20 countries could increase from 130 per cent of GDP to 220 per cent.11 
 
6) UK government intends to count debt cancellation towards aid targets 
The UK government currently intends to count all debt cancellation over coming years 
towards its targets for international aid, including to spend 0.7 per cent of national 
income on aid from 2013/14. 
 
There are two main forms of debt cancellation which the UK can count towards its aid 
targets. Firstly, contributions the UK makes towards cancellation of debts owed to 
multilateral institutions such as the IMF and World Bank. The UK also continues to pay 
for 10 per cent of debt repayments on pre-2003/04 loans to international institutions for 
some low income countries which were not considered eligible for HIPC debt relief. 
Together, the government estimates this will cost £100 million a year over coming 
years, which can all count towards the aid budget. 
 
Secondly, whenever the UK government cancels any debt owed directly to it by a 
developing country, it is allowed to count the whole cancelled amount as aid. Well over 
95 per cent of outstanding debt to the UK government is owed to UK Export Finance. 
Under current policy, the following debts are eligible to be cancelled if and when the 
countries concerned complete the HIPC initiative: 
 Cote d’Ivoire:  £21 million 
 Sudan:   £678 million 
 Zimbabwe:  £215 million 
 Burma:  £54 million 
 Somalia :  £52 million 

 
Cote d’Ivoire may qualify for debt cancellation in 2013. More significantly, Sudan could 
enter HIPC within the next two years, and so qualify for debt cancellation within the 
next four years. Over £505 million of Sudan’s debt is made-up money from 10-12 per 
cent interest rates charged on it since the country defaulted in 1984. Sudan has not 
made any repayments since 1984 so cancelling its debt will neither save the country 

                                                 
10 Bush, O., Farrant, K. and Wright, M. (2011). Reform of the international monetary and financial system. 
Bank of England Financial Stability Paper No. 13. December 2011. 
11 Speller, W., Thwaites, G. and Wright, M. (2011). The future if international capital flows. Bank of 
England Financial Stability Paper No. 12. December 2011. 
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money, nor cost the UK anything. UK Export Finance has said it does not know what 
the original loans to Sudan were for. 
 
Secretary of State for International Development Andrew Mitchell has previously said 
debt relief is expected to account for 2.5 per cent of UK aid over the four years 2010/11 
to 2013/14.12 This amounts to an average of £250 million a year in total, which only 
seems possible if Sudan or Zimbabwe did complete HIPC by 2013/14, neither of which 
looks likely at the moment. 

                                                 
12 Mitchell, A. (2011). Parliamentary answer to Harriet Harman MP. Hansard Column 61W. 10/01/11. 
http://www.parliamentonline.co.uk/hansard/hocw/110110w0003.htm  


