
“Debt is a heavy and unwanted 
legacy, carrying with it a heavy 

load of pain and sacrifice. 
Indeed, this debt has become a 
mechanism that carries with it 
the domination and subjugation 

of an entire people”
Nobel Peace Laureate, Adolfo Pérez 

Esquivel, writing about the illegitimate 
debts of Argentinai

Scotland: A Nation of Debt Justice

Scotland  has  a  proud  history  of 
fighting for  debt  cancellation, but 
more  action  is  needed  to  ensure 
economic  justice  for  the  world's 
most  vulnerable countries.  Jubilee 
Scotland's  Debt Justice Pledge has 
been  signed  by  politicians, 
organisations and individuals across 
Scotland, showing a clear appetite 
for Scotland to take a strong stance 
on  the  issue  of  Global  Debt 
Justiceii. 

This  briefing  outlines  the  key  challenges  to 
achieving debt justice, and how Scotland can use 
its  voice  to  be  a  key  player  in  changing  global 
economic systems. 

Stop the new Debt Crisis

Over  the  last  forty  years,  the  removal  of 
regulations on lending has driven devastating debt 
crises  affecting  people  on  every  continent.  The 
Latin  American  and  African  debt  crises  of  the 
1980s and 1990s were followed by the East Asian 
Financial crisis of the late 1990s, the Russian and 
Argentine defaults at the turn of the century, and 
the European debt crisis in the late 2000s. Failure 
to  cancel  unjust  and  unsustainable  debts 
continues  to  increase  poverty  and  inequality 
around the world. 

Large  debt  payment  burdens  have  dramatic 
impacts on poverty and inequality. Debt crises in 
the 1980s, 1990s and 2000s caused two or more 
‘lost  decades  of  development’.  In  sub-Saharan 

Africa,  the  number  of  people  living  in  extreme 
poverty (on less than $1.25 a day) increased from 
205 million in 1981 to 330 million by 1993iii.

While debt relief was won for some countries, not 
all  were  deemed  indebted  enough  to  qualify, 
despite governments being forced to service debt 
above  investing  in  education  and  healthcare. 
Furthermore,  the  debt  relief  that  was  offered 
came with damaging economic conditions, and did 
nothing  to  tackle  the  underlying,  systemic 
problems with global debt.

We are now witnessing a new unregulated lending 
boom, meaning we are rapidly heading towards a 
new  debt  crisis.  External  loans  to  low-income 
countries  increased  by  75%  between  2008  and 
2012. Loans to sub-Saharan African governments 
more  than  doubled  over  the  same  period. 
Research  carried  out  by  Jubilee  Debt  Campaign 
shows  that,  based  on  IMF  figures,  debts  are 
becoming  less  sustainable  and  the  slightest 
economic shock  could  send developing countries 
into debt defaultiv. 

The Scottish Government needs to call for  all UK 
bilateral aid to remain as grants, not loans, and 
for  the  UK  Government  to  shift  bilateral  aid 
money away from sources which give loans such 
as the World Bank and IMF, towards sources which 
give grants.

Drop the Debt

The idea of debt 
audits – investigations 
into the origins and 
legitimacy of 
sovereign debt – is spreading across the world. 
People's debt audits are taking place across Africa, 
South America, the Middle East and Europe. Debt 
Audits are a key way to increase the transparency 
and accountability of debt deals. 

In the UK, we need to perform a  creditor's audit 
of all debts owed to UK Export Finance. This semi-
autonomous  department  holds  the  majority  of 
debts owed to the UK, which are created when 
export  deals  overseas  fail.  A  majority  of  the 
UKEF's  portfolio  -  over  75%  of  observable 
transactions - relate to the arms trade, aerospace 
or fossil fuel-related industryv. Despite working in 
these sensitive areas,  UKEF often operates with 
extremely  limited  transparencyvi.  There  is 
currently  little  regulation  over  this  department 
and  it  has  been  involved  in  supporting  projects 
which  clearly  breach  human  rights  and 



contributed  to  vast  environmental  destruction, 
such as  arms sales  to the brutal  dictatorship of 
General  Suhartu  and  the  creation  of  the  Baku-
T’bilisi-Ceyhan (BTC) pipelinevii. 

The  Scottish  Government  needs  to  push  for  an 
audit  of  these  loans to  determine  their 
legitimacy,  and  the  cancellation  of  any  debts 
found to be unjust.

No New Unjust Debt

The current power to 
create Export Credits 
sits  within  the 
portfolio  of  the 
Department  for 
Business,  Innovation 
and Skills department 
at  Westminster.  The 

power to create exports could be included in the 
further  powers  offered  to  Scotland  at  the 
conclusion of the Smith Commission. Should this 
be the case, the Scottish Government will have a 
clear  opportunity  to  create  an  export  credit 
agency  based  on  principles  of  sustainable 
development, and which  does not contribute to 
unjust global debt. 

Should  the power  remain  with  Westminster,  the 
Scottish  Government  must  call  for  a  reform of 
this department, ensuring that deals supported 
by  the  UK  government  do  not  contribute  to 
human  rights  abuses,  environmental 
degradation and the creation of unjust debtviii. 

Support a fair and transparent debt 
workout process

Scotland has been a world leader in calling for the 
creation  of  a  fair  and  transparent  process  to 
tackle the problem of unjust debt. The support of 
the  Scottish  Government  for  Scotland  to  be  a 
potential host of a debt arbitration centre and the 
work  of  Jubilee  Scotland  with  the  Scottish 
Arbitration  Centre  to translate  the international 
principles  of  debt  justice  into  Scots  Law  have 
been  key  in  pushing  this  issue  on  to  the 
international agendaix. 

In September 2014 the UN General Assembly voted 
overwhelmingly to adopt a motion calling for the 
creation  of  a  multilateral  legal  framework  for 
sovereign  debt  restructuring.  This  motion  was 
tabled by Bolivia on behalf of the G77 and China, 
and  the  UK  was  one  of  only  11  countries  to 

oppose it. Many western governments prefer that 
negotiations  around  global  debt  sit  with  the 
International Monetary Fund (IMF) rather than the 
UN, but this position is  rejected by countries in 
the global south who have a limited voice within 
International Financial Institutions, dominated as 
they are by creditors. 

Scotland  needs  to reaffirm  its  commitment  to 
the  creation  of  a  fair  and  transparent  debt 
workout process by  calling  on  the  UK  to 
constructively  engage  in  discussions  on 
establishing  a  legal  framework  for  sovereign 
debt  restructuring  processes  at  the  United 
Nations. Scotland  can  also  make  a  strong 
statement  in  support  of  the  resolution – 
becoming the first Western Government to do so - 
and also by  finding innovative ways to support 
efforts by countries in the Global South to push 
forward this initiative. 

Fight  the  Vulture 
Culture

'Vulture  funds'  are 
private companies which 
buy  up  sovereign  debt 
very  cheaply  and  then 
sue the country for the full amount. In 2010, the 
UK  Parliament  passed  legislation  to  prevent 
vulture  funds  from  seeking  unfair  profits  in  UK 
courts  in  cases  against  40  so-called  ‘Heavily 
Indebted  Poor  Countries’,  primarily  countries  in 
sub-Saharan  Africax.  This  was  world-first 
legislation  against  vulture  funds,  but  cannot 
protect  against  debts  created  after  2004  or  in 
countries not falling under the HIPC scheme, and 
does not prevent vulture funds from operating in 
other countries around the world.

The need for strong action against vulture funds is 
shown most clearly by the case of Argentinaxi:

Argentina  defaulted  in  2001  following  a  two 
decades  long  economic  crisis,  a  result  of 
irresponsible  lending  to  its  military  junta  in 
the 1970s and 1980s and closely following IMF 
economic  policy  requirements.  The  2001 
default  happened  after  debt  payments 
reached  a  completely  unmanageable  45  per 
cent of export revenues.

Prior  to  the  default  the  Argentinian  people 
suffered four years of recession but after the 
default  its  economy  began  to  grow  almost 
straight  away.  Through  the  1990s  economic 
crisis, the proportion of people living on less 
than $2 a day increased from 3% to over 20%.



Argentina has been forced into a default by the 
greed  of  these  vulture  funds  –  despite  being 
willing and able to pay the rest of their creditors. 
It  is  a  clear  example  of  corporate  power  and 
profit-seeking  taking  precedence  over  the 
wellbeing of people.

The  UN process  for  fair  and  transparent  debt 
workout will be one way of curbing the activities 
of  these funds,  but  we also need  legislation at 
UK,  EU  and  international  level to  curb  the 
actions of these unscrupulous funds. 

Debt Justice for the Caribbean

The small island states of the Caribbean have long 
suffered from crippling debt but because they are 
classed as 'high income' by the IMF (despite having 
damaging  rates  of  poverty),  many  are  excluded 
from debt relief mechanisms such as HIPC.

Since 2010, St Kitts  and Nevis, Grenada, Belize, 
Antigua and Barbuda and Jamaica – twice – have 
had  to  restructure  their  debts and  enter 
International Monetary Fund programmes. Others, 

including  Barbados,  are  also  being  forced  to 
impose austerity. This is  causing social hardship, 
exacerbating already  high  crime rates  and even 
endangering  the  health  of  their  democracies, 
some senior politicians fear. Government debts of 
the Caribbean as a whole amounted to roughly 70 
per cent of the region’s GDP last year, or $47bn, 
according to the IMFxii.

These  countries  are  indebted  for  a  range  of 
reasons  including  loans  made  to  dictatorial 
regimes  and  loans  needed  for  recovery  after 
natural disasters or the affect of financial crises in 
the west. The nature of small island states mean 
that even small shocks can have a huge impact on 
the ability to pay debts – this was shown clearly in 
2013  when  the,  following  the  destruction  of 
export  crops  and  tourism  infrastructure  by 
Hurricane  Ivan  in  2004,  Grenada  was  forced  to 
default on its debtsxiii. Jamaica is a stark example 
of the need for debt justicexiv: 

A role for Scotland

Scotland has the opportunity to be a strong voice 
for global justice by speaking out on behalf of 

governments in the Global South. Through pushing 
the UK government to take strong action and 

acting in solidarity with indebted nations, 
Scotland can truly become a nation of debt 

justice.

Following  the  default,  the  poverty  rate  fell 
rapidly, to 9% by 2005 and less than 2% today.

US  vulture  funds  NML  Capital  and  Aurelius 
Capital Management bought debts following the 
default,  knowing that Argentina was unable to 
pay.  After  negotiations,  93%  of  the  country’s 
creditors agreed to reduce the amount owed to 
30  cents  in  every  dollar.  The  vulture  funds 
refused  to  accept  this  and  have  been  seeking 
payment in full through legal action in the US, 
through which Argentina’s debt repayments are 
routed.  Analysts  estimate  that  this  would 
represent a profit of over 1000% for the vulture 
funds,  who  never  contributed  to  Argentina's 
economy through the original loans. 

New York court Judge Griesa has ruled that the 
vulture funds should be paid in full before any 
other creditors are paid, and made it illegal for 
US banks to process Argentina’s payments to the 
93%  of  creditors  who  accepted  the  debt 
restructuring unless Argentina pays the vultures. 
Argentina launched an appeal to the US Supreme 
Court but it refused to hear the appeal.

Much  of  Argentina’s  large  debt  first  originates 
from  the  military  dictatorship  in  the  1970s, 
when  more  than  30,000  people  were 
‘disappeared’.  Campaigners  in  Argentina  are 
calling for an audit into the debt and the ending 
of  payments  on  all  illegitimate  debts  which 
originated in this period.

Debt  payments  make-up  over  50%  of  the 
Jamaican government’s budget.  Since the early 
1970s, the Jamaican government has been lent 
US$18.6  billion  from  overseas,  repaid  $20.7 
billion,  but  is  still  said  today  to  ‘owe’  $14.8 
billion.

The situation is so severe that annually Jamaica 
spends more than twice as much on foreign debt 
repayments as it does on health and education 
combined.  Despite  undergoing  almost  four 
decades of austerity in an attempt to tackle the 
issue,  Jamaica  does  not  qualify  for  any  debt 
relief.  It  is  deemed  an  'upper  middle-income' 
country,  seemingly  too  rich  to  require  such 
cancellation schemes. 

Jamaica's  huge  debts  come  from the  oil  price 
shock on 1973 which rapidly pushed up the price 
of  imports  and  led  to  a  recession.  To  combat 
this,  Jamaica  was  forced  to  borrow  at  high 
interest  rates,  and  implement  damaging 
neoliberal  economic  practices  enforced  by  the 
IMF.

Jamaica has taken a leading role in creating the 
Caribbean  Debt  Network  –  fighting  for  a  debt 
relief mechanism for small island states. 



i An open letter from Nobel Peace Laureate, Adolfo Pérez Esquivel, to Thomas Griesa, the US 
judge presiding over the ‘debt trial of the century’ between Argentina and two vulture funds 
in New York. http://jubileedebt.org.uk/blog/judge-griesa-just-pay-illegitimate-immoral-debt

ii Jubilee Scotland's Debt Justice Pledge calls for Scotland to be a nation of debt justice – see 
the full wording here http://www.jubileescotland.org.uk/debtjusticepledge/

iii http://jubileedebt.org.uk/wp-content/uploads/2014/10/Lending-boom-research_10.14.pdf   
p.1

iv Full report at http://jubileedebt.org.uk/wp-content/uploads/2014/10/Lending-boom-
research_10.14.pdf 

v    Jubilee Debt Campaign (2011) The Department for Dodgy Deals: Ending the UK’s support for 
toxic debt 

vi To take take the example of the 2009-10 financial year, despite repeated Freedom of 
Information requests, over $4million pounds worth of credits remains unexplained.

vii For more information on these examples, see http://cleanupexports.org.uk/casestudies/
viii For a full list of recommendations see http://cleanupexports.org.uk/wp-

content/uploads/2011/09/CUBE-manifesto.pdf
ix Motion SM-00148 received the most signatures in its session, and debt arbitration was 

featured in 'Scotland's Future', the white paper on Scottish Independence. Briefings on this 
issue, along with the bespoke rules for sovereign debt arbitration can be found here 
http://www.jubileescotland.org.uk/resource/scotland-as-a-seat-of-debt-arbitration/

x http://jubileedebt.org.uk/press-release/vulture-funds-law-set-stone
xi http://jubileedebt.org.uk/press-release/argentina-default-caused-vulture-fund-greed
xii http://www.ft.com/cms/s/2/ead62cda-60ec-11e3-b7f1-00144feabdc0.html#axzz3IHfQJJTh
xiii Today, ten years since the devastation of Ivan, nutmeg production is back to just 20% of the 

level before the hurricane. http://jubileedebt.org.uk/blog/grenada-spice-isle-stopped-
paying-debts

xivhttp://jubileedebt.org.uk/blog/blog-jamaica-debt-trap-government
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