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ALLIANCE OF SMALL ISLAND STATES

AOSIS – OSF CLIMATE PARTNERSHIP AIMS TO REDUCE ISLAND DEBT
The US$ 500,000 Finance for Acting on Climate in the Eastern Caribbean (FACE) project aims to alleviate the Small Islands’ debt crisis escalated by climate change impacts and the COVID-19 pandemic 

The Alliance of Small Island States (AOSIS) has entered into a first-of-its-kind partnership with the Open Society Foundations which will counter the debilitating cycle of islands’ debt service payments. To be implemented in partnership with the Organisation of Eastern Caribbean States (OECS) Commission, a US$ 500,000 grant from the Open Society for the Finance for Acting on Climate in the Eastern Caribbean (FACE) project seeks to alleviate an issue that is endemic to many Small Island Developing States (SIDS), focusing on Antigua and Barbuda as a pilot debt-for-climate swap country.

In the Eastern Caribbean, total public sector debt amounted to US$ 5.4 billion as of December 2020. This debt is exacerbated by repeated destruction of physical and social infrastructure, productive capacity, and developmental setbacks caused by climate impacts such as hurricanes and drought, as well as natural disasters such as volcanic eruptions and earthquakes. Every few years, Caribbean islands are confronted with disasters resulting in loss and damages in excess of 5% of GDP. To cope with recovery from these continuous extreme events and climate change impacts, islands go further into debt.

The FACE project will be administered by the Government of Antigua and Barbuda, as AOSIS Chair, and its activities aim to promote a just and inclusive response to the dual impacts of climate change and the COVID-19 pandemic on SIDS. 

One avenue for SIDS to address debt challenges while also increasing resilience to climate change is debt-for-climate swap. In this arrangement, developing countries reduce their external debt while investing the liberated funds in national climate adaptation and mitigation programmes. A debt-for-climate swap pilot programme in Antigua and Barbuda will be a key element of the FACE project, and will be a mechanism for scaling to the Eastern Caribbean. 

The debt-for-climate swap for Antigua and Barbuda will comprise approximately US$ 245 million, or 20% of the country’s public debt) negotiated by the end of 2022. An up-to-date general debt inventory for Eastern Caribbean Currency Union (ECCU) member states and debt swap concepts are planned to be made publicly available by the end of 2022

Additionally, the project provides a facility to advocate within the UN system to adopt a Multi-dimensional Vulnerability Index (MVI) for SIDS. AOSIS has been driving the need to adopt a more comprehensive measure for financing that considers SIDS’ unique set of vulnerabilities that impede their ability to sustainably develop. 

“Caribbean SIDS are among the most heavily indebted per capita developing countries in the world, and some of the most highly vulnerable to climate change, yet climate finance is not adequately accessible”, noted Ambassador Webson. “The FACE project supported by the Open Society allows us to engage in interventions aimed at sustainably reducing debt levels and safeguarding economic viability in countries that are among the most exposed to economic and climate shocks.

“Public debt significantly inhibits SIDS’ ability to pursue sustainable development, economic growth, or build resilience to climate change impacts. Grants of this nature are essential to build our capacity and combat growth inhibitors such as climate change, a crisis we did not cause. Small island inhabitants are ingenious, innovative people, and once empowered with the necessary resources we will forge our own path to a robust, sustainable future.”
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