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Introduction
“Developing countries paid out $741 billion more in principal and interest on their external debt than they received in new financing between 2022 and 2024—the largest gap in at least 50 years”  (World Bank, December 3, 2025). Opaque and unfair lending to developing countries has significantly increased over the past few years. Developing countries have added hidden predatory requirements to these loans and have caused the developing countries to sink deeper into debt-driven crises (UNCTAD). In the past decade, the situation has grown to be the biggest and most widespread debt. Once Covid-19 hit, the already weak system received another hard blow. Over 100 countries, a mix of developed and underdeveloped countries, requested assistance for emergency financing (International Monetary Fund [IMF]). 

Around 54 underdeveloped countries are currently in severe debt problems. These countries include around 38 of the most climate-vulnerable countries worldwide (UN). By promoting transparency and fairness, we ensure that developing countries do not get further into debt. Transparency will allow these countries to have a clear idea of the lending and decrease the risks, allowing governments to get lower interest rates (UNCTAD). Fairness will give these countries a plausible amount of interest and prevent them from going further into debt. This will help guide both loan-giving and receiving countries in creating a fairer and more transparent economy worldwide. 


Definition of Key Terms
Sovereign Debt: Borrowing by a national government, usually through bonds, bills, or loans, to fund public investment and support economic growth. (Investopedia)

Debt Sustainability: A country’s public debt is considered sustainable if the government is able to meet all its current and future payment obligations without exceptional financial assistance or going into default. (“Back to Basics: What Is Debt Sustainability?  – IMF F&D”) 

Debt Restructuring: An exchange of sovereign debt financial instruments (loans or bonds) for cash or a new financial instrument. It can be refinancing, reduction, or debt buyback for cash. (“☆ ☆ What Does “Sovereign Debt Restructuring” Actually Mean? – BSI Economics, Le Think Tank Sur L’économie”)

Sovereign Default: The failure or refusal of the government of a sovereign state to pay back its debt when due in full. Stopping of due payments may be accompanied by either a formal declaration that it will stop paying or it may be unannounced. (Wikipedia) 

Bilateral Loans: A lending agreement between a single lender (can be a country, bank, or other institution) and a single borrower. It is the most common and straightforward lending technique

Multilateral Lending: Financing provided by international financial institutions that are created by two or more countries. The institutions act as intermediaries, joining funds from member countries to provide loans and assistance to developing or transitioning countries. (IMF)  

Concessional Loans: Loans extended on terms substantially more generous than market loans. The concessionality is achieved by granting rates below those from the market or grace periods, or the two together. (UNESCWA)

Conditionality: The requirements in policy, frameworks, reforms, goals, and alignment that international financial organizations or countries attach to their loans to ensure that the beneficiaries address the root causes of their economic problems so they can repay loans and return to economic stability. (Polak)

Creditworthiness: A lender’s appraisal of a potential borrower’s ability and willingness to repay debts. A borrower deemed creditworthy is responsible enough to comply with loan payments throughout the duration of it.

Syndicated Financing: A loan provided by a group of lenders that is structured, arranged, and administered under one agreement by one or several banks or organizations known as lead arrangers.

Debt Service: The amount required by a borrower to pay back all debt obligations. To service debt, the interest and principal on the loan or bond must be paid on time. (CFI)


General Overview
Sovereign Debt and Global Lending Systems
International lending plays a crucial role in supporting economic growth, especially in developing countries that rely on external financing to invest in infrastructure, healthcare, and education to progress. The loans often come from international institutions and other countries and prove essential to development. However, the global lending system has become more complex than ever, with more and more lenders, including traditional institutions and actors like emerging economies, involved. This is making coordination more difficult, increasing the incidence of inconsistent loan terms. This has reflected itself in countries taking on obligations that they cannot handle, increasing financial instability worldwide.

Challenges in Debt Sustainability 
Given the conditions of global lending systems, one of the main challenges that developing countries face is maintaining debt sustainability. As mentioned earlier, many nations rely on borrowing to support growth, but when debt accumulates too quickly or under unfavorable conditions, it tends to become unsustainable. Some issues, such as high interest rates, short terms, and shocks such as economic downturns or natural disasters, make it hard for countries to meet their obligations. This often leads to debt restructuring or default, harming not only national economies but also reducing investor confidence and limiting future creditworthiness. 

Lack of transparency in lending practices
An immense issue in international lending is the lack of transparency in loan agreements, in some cases. The full terms of loans are not publicly disclosed, keeping information like interest rates, repayment conditions, or additional requirements of the loan hidden. The lack of transparency can make it difficult for governments, institutions, or citizens to understand the risks involved in borrowing and can lead countries to accumulate “hidden debt," which tends to show up when repayment difficulties occur. Improving transparency is essential to both ensure accountability in sectors like the political and diplomatic, and to prevent future debt crises

The role of conditionality and fairness
Many loans, particularly those provided by international institutions, come with conditionality as defined, causing countries to change their ideologies or realities to implement economic reforms in exchange for financial assistance. While the conditions are often recommended to promote stability, they often cause the developing economies to be under more pressure and scrutiny than would be ideal. The fairness of the use of conditionality is really questioned and doubted in the international community, being widely debated. While one side believes that they are necessary to ensure responsibility, on the other hand, others believe that they limit national sovereignty, impose ideological barriers, and worsen economic inequality. Nowadays, it is extremely important to find a balance between fairness in lending and accountability. 

Perspectives and Current Debate
The issue of international lending is currently very controversial due to different perspectives among countries. Developed nations and major institutional lenders often highlight the importance of financial discipline and risk assessments (IMF), but they often tend to leverage their power to indirectly impose ideologies and principles to safeguard their principles and interests rather than those of developing countries. The developing nations tend to advocate for flexibility, more transparency, and sharing the responsibility in debt crisis prevention. Lastly, the emergence of new lenders beyond countries and existing institutions creates further debate about accountability and standards, with the diversity of viewpoints making international cooperation essential but harder than ever to achieve.


Major Parties Involved and Their Views
United States
Promotes loaning transparency and fairness internationally. The US tries to deter non-transparent loans and enforce anti-bribery standards (U.S. Department of State). Their multinational influence also allows them to serve as an initiative worldwide. They have been focused on improving the quality and transparency of foreign aid (publishwhatyoufound). The United States utilizes multiple agencies, such as USAID, for a higher standard in financial assistance (U.S. Department of State).

Argentina
Argentina is a country that has repeatedly asked for loans. It is currently being 
granted a 20 billion dollar loan by the IMF, arriving on April 16, 2026 (Atlantic Council). Because of Argentina's consistent request for loans, it is a country that highly stands for transparency and fairness in loans, adapting policies for itself to promote fiscal sustainability and provide a groundwork for sustainability and equitable growth (Inter-American Development Bank [IDB]). Argentina currently has an external debt of about 319,032 million USD and is under constant pressure from the creditors outside the country (Trading Economics).

China
China plays a complex role in the current issue. In the first place, China is a country that is actively seeking to align with international development standards (World Bank, China's evolution to global leader). China is so influential because they have become the world's largest official lender. In contrast with what they aim to do, China has also been proven to be making unreported and opaque loans to developing countries, creating high debt burdens, with more than two dozen countries owing them now more than 10% of their GDP (Stanford). This mixed view puts China in an unstable position, agreeing with the issue but continuously worsening it.

United Kingdom
The UK is a country with a strong and defined stance on this issue. They are strongly for embracing transparency on the data of their loans. They are the first G20 countries to make their debt more transparent, dedicating themselves to updating loan data every 3 months (Debt Justice). The UK has high standards, like the loan-by-loan portfolio data. Constantly providing loans to other countries to aid in strengthening their financial reporting and combating corruption (Gov.UK). 

World Bank
The World Bank plays a critical and important role in promoting transparency and fairness. They push for radical debt transparency to combat hidden debts and allow countries to better develop. They advocate for fair terms for the loan-receiving countries to be able to repay and grow (World Bank). They strengthen the requesting countries' protection through the International Finance Corporation (IFC).  To allow these frameworks to pass, they continuously monitor and implement lending requirements to make sure these ideals are met. 

International Monetary Fund (IMF)
The International Monetary Fund has constantly promoted fiscal transparency. The purpose of the IMF has been to achieve sustainable growth for all of the 191 countries that its members are with. One of its three missions is to discourage policies that would harm prosperity, like unfair or opaque loans. The IMF also provides financial assistance to countries worldwide to provide breathing room in cases of crisis, continuously refining its lending to meet other countries' needs (IMF).


Timeline of Events, Relevant Resolutions, Treaties, and Events
              Date		    Description of Event 
	1929-1939
	The Great Depression caused countries all over Europe to go bankrupt, causing people all over the world to go unemployed,  and many countries asked for loans (Britannica).

	1939
	World War II reshaped global financial models and promoted more structured and fairer lending (IMF eLibrary).

	1944
	The Bretton Woods conferences created the international lending institutions, the World Bank and the International Monetary Fund (World Bank). 

	1950-1960
	After World War II ended, countries all around Europe were asking for loans to reconstruct after the destruction from the war (World Bank).

	1970 
	Petrodollar recycling, where oil-rich countries deposited their money in western banks, which loaned heavily to developing countries (IMF).

	1982
	The Latin American debt crisis occurred when countries like Mexico were not able to repay their loans and international banks and the IMF had to step in to help (Federal reserve history).

	1989
	The Brady plan restricted risky bank loans into tradable bonds, addressing unsustainable debt burdens and restoring lending flows (TRADE ASSOCIATION FOR THE EMERGING MARKETS (EMTA)).

	1994, 1997, and 1998
	Mexico, several Asian countries, and Russia experienced a financial crisis from a large withdrawal from loans and capital. (IMF and UNCTAD).

	2000
	Rise of emerging market lending, where countries worldwide gained more access to international markets (IMF).

	2008
	The global financial crisis, a worldwide economic downturn triggered by the US housing market collapse (Britannica). 

	2010-2015
	The eurozone debt crisis followed the global financial crisis, where several countries like Greece, Spain, etc. couldn't repay the banks they had borrowed from, rapidly increasing government debt and threatening the value of the euro currency (Debt Justice).

	2020
	The COVID-19 pandemic caused many countries to ask for loans to support their economy, with international institutes like the IMF expanding emergency lending to countries. There was also a debt service suspension initiative where there would be a temporary pause of debt payment from poorer nations (World Bank). 

	2022-Present
	Increase in global debt stress as interest costs for loans rise. Leading to debt crises in developing countries (Organization for economic co-operation and development (OECD)).



United Nations Involvement
The United Nations has held a significant role over the years concerning the issue of the lack of transparency and fairness in international lending towards developing countries. 

Creation of the United Nations Conference on Trade and Development (UNCTAD), 1964
In 1964, the United Nations Conference on Trade and Development (UNCTAD) was established in response to concerns that developing countries were being disadvantaged in global trade and finance. During the period, many new and independent nations began borrowing heavily in order to finance their ongoing development. UNCTAD was created specifically to give countries a platform to advocate for themselves and for fairer economic systems, focusing on access to financing responsibly. It marked the beginning of a better international effort to understand and review the relationship between debt, development, and the recurring issue of global inequality. Still, the role of UNCTAD has remained only advisory, so it cannot enforce change. 

United Nations General Assembly Resolution 3201 (S-VI): Declaration on the Establishment of a New International Economic Order (NIEO) 
The United Nations General Assembly adopted Resolution 3201 (S-VI) in 1974, which called for the creation of a New International Economic Order. This resolution restructured the entire global economic system, making it more fair for developing countries in trade, finance, and access to resources. The resolution emphasized the need for greater transparency, sovereignty over natural resources, and fairer relationships between nations of all kinds. It highlights the power imbalance in international lending, because the borrowers often face limited negotiating power and unfavorable conditions. While the NIEO represented a major step towards global equality, the implementation was limited due to expected resistance from the more developed countries. It still laid the foundation for future discussions and works on fair lending, sustainability, and accountability, making it highly relevant to the issue discussed in UNCTAD.
UNCTAD Principles on Promoting Responsible Sovereign Lending and Borrowing, 2012
In 2012, UNCTAD introduced the Principles on Promoting Responsible Sovereign Lending and Borrowing, one of the most direct attempts to address the root causes of debt crises. These principles established clear responsibilities for both parties in lending, going as far as disclosing full loan terms and the need to ensure that loans contribute lawfully to sustainable development. An important part of these principles is that they recognize shared responsibility, meaning that both parties in the loans are held responsible for unsustainability and failure, really addressing the issue at hand. Unfortunately, the principles, as many other UN actions mentioned, are voluntary and non-binding, making them highly ineffective. Nowadays, the principles are generally acknowledged, but not applied, so unclear conditions and hidden debt still exist.
  

Evaluation of Previous Attempts to Resolve the Issue
Debt transparency and disclosure rules
The debt transparency and disclosure rules were adapted during COVID-19. These rules needed to be applied due to the high levels of debt that developing countries had accumulated (OECD). The Institute of International Finance published these rules as a voluntary initiative for countries, adding them to their previous framework for stable capital flow and stable debt restructuring (IFF). In addition, because of the accumulated debt due to COVID-19, the Group of Twenty (G20) added the debt service suspension initiative to allow developing countries not to have to pay off their debts for the time needed (World Bank). After the DSSI, the OECD launched a debt transparency initiative in January 2021 to put in motion the IFF’s principles. In November of 2021, the World Bank added to these attempts by publishing "Debt Transparency in Developing Economies," which promoted legal changes to require debt transparency (World Bank). Currently, organizations all around the world are working on ways to continue to push for further transparency with loans worldwide. 

Debt restructuring and multilateral coordination
The main mechanism is made to coordinate a reform among Paris Club creditors, which are 22 official creditor nations that are mostly OECD members, that negotiate debt restructuring, rescheduling, and relief for developing countries that are facing financial hardships (U.S. Department of State). The IMF and World Bank had also had significant involvement with these coordinations. They provide crucial technical expertise and emergency financing (UNESCO and IMF eLIBRARY). These efforts have also faced multiple challenges. There have been multiple cases that show how slow these efforts are, which makes the instability of change last longer. There has been inconsistency with the creditors, with some going against what they are fighting for, giving out loans outside traditional transparency guidelines, and there can be competition in some areas, like China and the U.S., which can slow negotiations because of rivalries (Columbia and FDL). 


Possible Solutions
Promoting Enforced and Widespread Accountability among Lenders and Borrowers
A really effective approach to any dispute is shared accountability, because both parties are responsible for ensuring that their loans are sustainable. This will encourage lenders to really be responsible with rigorous risk management through effective assessments, and to be responsible for the loans they offer, given that they can lead to financial instability. Borrowers will have to commit to responsible financial management of the capital vested in them and long-term planning to ensure that they are always financially sound to prevent crises that will impact all stakeholders. Such an approach can shift the narrative away from only borrowing by developing countries and promote a more balanced and fair environment for global lending, with fewer crises altogether. 

Enhancing Debt Management Capacity in Developing Nations
Many developing nations face challenges when they have to manage their complex and large debt portfolios, because of limited technical expertise and limited resources. For this reason, improving institutional capacity through education, improving data systems in computing, and more oversight mechanisms, countries can find help to be more responsible, and monitor and manage their debt more effectively. This would definitely reduce the risk of mismanagement of national finances, moving responsibility away from unaccountable leaders and local liabilities and creating a sound framework for country treasury management, improving the whole lending ecosystem worldwide, with growing strategic, not impulsive, borrowing decisions, 

Strengthening Transparency Mechanisms in Lending
A useful solution is improving transparency in international lending by encouraging the disclosure of full loan terms, including, but not limited to, interest rates, repayment schedules, financial metrics, and any additional conditions that may expose a country’s development to ideological bias or unfavorable conditions. This can also involve the development of standardized reporting practices or shared databases where loan agreements are recorded and fiscalized, making them accessible to all relevant stakeholders in the system. By increasing transparency, borrowing countries can be equipped to assess financial risks, while lenders can be held accountable for the terms they provide. Not only can this, as a binding action, promote transparency, but it can also shape the future of lending with the usage of more humane lending conditions due to the scrutiny. It would also reduce the likelihood of hidden debt and promote informed decision-making to all relevant members of the public and stakeholders.


Sustainable Development Goal (SDG)
SDG 8, Decent work and economic growth
Sustainable Development Goal #8 aims to achieve sustainable, inclusive, and sustainable economic growth. Aiming to make productive employment and work for people worldwide (global goals). By promoting transparency and fairness, this goal will be faster achieved because it allows economies to grow and safely ask for help. Currently, 54 countries are suffering debt crises (Debt Justice). If there were fully disclosed ways to access help, situations similar to these would be decreased. Vulnerable countries would be able to rely on help to be able to rebuild and grow, in time paying back manageable loans that have not snowballed into a huge sum.

SDG 10, reduced inequalities 
Sustainable Development Goal 10, which aims to reduce inequality within and among countries (global goals), is also highly impacted by this issue. By making an act whose original purpose is to lend aid to countries in need, be a possible future problem for them; there is no real help provided. By promoting fair and transparent loans, we promote equality along with it. Fair and transparent loans allow countries to grow and flourish without worrying about future debt crises, allowing them to focus on improving and making themselves better.


Appendix
This section of the issue bulletin is dedicated to providing delegates with valuable sources to utilize during their research. The sources included contribute to delegates’ understanding of the relevant organizations and the issues.

https://www.youtube.com/watch?v=MsmznJZ67V4
Source A: A brief video from the World Bank detailing how its International Debt Statistics Database has helped middle- and low-income countries prevent debt difficulties by understanding the landscape. This resource can help delegates understand who owns what and to improve debt sustainability analyses. 

https://unctad.org/news/debt-crisis-developing-countries-external-debt-hits-record-114-trillion
Source B: UNCTAD written article with a great amount of statistics detailing how crushing debt-servicing is impacting developing countries’ economies.

https://www.imf.org/en/about/factsheets/sheets/2023/transparency-at-the-imf
Source C: The transparency at the IMF factsheet details what information is being made public by countries and how the policy decisions are more open and favorable.

https://www.youtube.com/watch?v=fMmY5GndQv4
Source D: The 5-minute-long video from the World Bank informs about a report published after the COVID-19 pandemic detailing universal recommendations for debt transparency and how it improves macroeconomic performance and stability and powers the stride towards sustainable development.
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