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Switzerland's debt management support to partner countries

Effective public debt management is essential to healthy public finances and
macroeconomic stability. Debt managers save governments’ money by borrowing at the
lowest cost possible while keeping the risks of the government'’s debt portfolio at a
manageable level. These savings can then be spent on schools, hospitals and other
productive investments that support socio-economic development. Moreover, well-
managed public debt is a cornerstone to developing domestic capital markets, which help
channel savings to productive use. This contributes to sustainable economic growth and
ultimately supports poverty reduction.

In 1991, Switzerland became a pioneer in providing debt relief and has since forgiven
more than CHF 2,1 billion of debt to over-indebted poor countries.1 Switzerland
understood that debt relief had to be complemented with strengthening developing
countries’ capacity to manage debt prudently.

Switzerland has made debt sustainability a priority at home and a central pillar
in SECO’s economic development cooperation. While sound debt management
alone cannot replace effective fiscal and monetary policies, it is an essential complement
to them. SECO therefore follows a comprehensive approach that emphasizes the links
between debt management, public financial management, and financial sector reforms.
Support is provided through global and regional initiatives, country-level projects, and
partnerships with international institutions and other donors.

Despite continued efforts, and amid unprecedented shocks, developing
countries’ debt vulnerabilities have increased significantly. Debt levels and
interest payments have risen sharply in many countries in recent years. Key reasons
include excessive public spending, revenue shortfalls and additional expenditure linked
to the COVID-19 pandemic, commodity price shocks, and natural disasters. As a result,
a significant number of low-income countries face a high risk of debt distress. At the
same time, developing countries increasingly borrow from the private capital market,
often at higher costs. Borrowing in foreign currency and from foreign investors makes
countries more vulnerable to financial shocks, while limited debt transparency and
hidden debt mask vulnerabilities.

1 Indluding bilateral debt relief, contributions to commercial debt buy backs, and contributions to multilateral debt relief
such as the Heavily Indebted Poor Countries Initiative and the Multilateral Debt Relief Initiative.
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Debt management itself has also become more complex. While developing
countries traditionally borrowed from OECD countries and international financial
institutions such as the World Bank, they now increasingly lend from non-OECD
countries, commercial creditors, and domestic and international bond markets. his
growing diversity of creditors can make debt restructuring negotiations more difficult
and costly when countries face insolvency. In addition, governments are using a wider
range of borrowing instruments, which further increases complexity and poses
challenges for debt transparency. Debt managers must also account for a broader set of
risks, including liabilities from state-owned enterprises, contingent costs arising from
public-private partnerships (PPPs), and expenditures related to natural disasters.

In light of these challenges, SECO has stepped up its efforts. Relying on leading
international expertise, SECO helps partner countries strengthen their macroeconomic
and financial strategies, public debt and fiscal risk management frameworks, and debt
transparency. This support targets both low- and middle-income countries and includes
the development and promotion of international standards and tools, such as the Debt
Sustainability Framework and Medium-Term Debt Management Strategy (MTDS), the
Fiscal Risk Assessment Toolkit, the PPP Fiscal Risk Assessment Model, among others.

A large part of SECO’s support to developing countries in debt management is provided
through the four programs highlighted in the Annex.
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Annex 1: Overview of SECO engagement in public debt management

GENERAL

The Debt Management Facility (DMF) is a multi-donor grant facility implemented by
the World Bank countries. The DMF has advanced global standards in debt management,
including the Debt Management Performance Assessment (DeMPA) and Medium-Term
Debt Management Strategy. The DMF also supports domestic capital market development,
debt sustainability analysis, the strengthening of subnational debt management, and the
issuance in international capital markets, among others.

Assessing debt management capacity to lay the groundwork for reforms

The DeMPA tool is a global standard for assessing the performance of governments in
managing their public debt. DeMPA assesses the full range of debt management
functions, including governance, strategy, coordination with other related fields and
operational risk management. The DeMPA highlights strengths and weaknesses, forms the
basis to identify and prioritize reforms, and facilitates monitoring progress over time.

Government Debt and Risk Management (GDRM) Program provides tailored and
long-term countries. The GDRM Program offers a comprehensive support to countries,
ranging from analysis, to strategy development and implementation support through on-
site missions, peer-to-peer events, workshops, and continuous remote support.

Protecting South Africa’s public finances

Despite economic challenges, South Africa’s public debt has proven resilient. With support
of the GDRM Program, the government has followed a prudent debt management
strategy, borrowing mostly in local currency in the domestic market, and at long
maturities. The debt strategy is communicated through clear portfolio benchmarks and
informed by a sound analytical tool. Moreover, South Africa partnered with the GDRM to
develop tools to better follow and manage risks that may negatively affect the country’s
public debt.

The DMFAS Program is administered by the United Nations Conference on Trade and
Development, so, contributes to global debt transparency. At its core, a modern IT system
produces complete, up-to-date and reliable debt data. 86 institutions in 61 developing
countries currently use DMFAS.

Debt recording and reporting systems strengthen debt management and
transparency in the Kyrgyz Republic. The installation of the DMFAS IT system, together
with the associated technical assistance, has strengthened the skills of staff across key
departments of the Ministry of Finance of the Kyrgyz Republic. Staff improved their
understanding of public debt data and their ability to record, report, and analyse debt,
contributing to better debt management and transparency overall. In 2025, the Ministry of
Finance successfully prepared and published its first Public Debt Statistical Bulletin,
covering five years of central government debt data and now available on the Ministry’s
official website.

The IMF’s capacity development program on legal frameworks for public debt
transparency supports countries in improving domestic legal frameworks to promote

public debt management and sovereign debt transparency. Activities under this program
are directed to analyze and assist in overcoming weaknesses in countries’ legal
frameworks, to promote sustainable debt practices and debt transparency. This program
encompasses analysis and advice on legal underpinnings for institutional and instrumental
coverage of public debt, debt management strategy and planning, borrowing authority
and delegation, contingent liabilities, and monitoring and reporting on public debt.
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https://www.dmfacility.org/
http://www.worldbank.org/en/topic/debt/brief/dempa-2015
http://treasury.worldbank.org/en/about/unit/treasury/client-services/government-debt-risk-management-program
http://www.worldbank.org/en/news/feature/2016/09/22/designing-a-better-financial-shock-absorber-to-improve-risk-management-of-south-africas-debt-portfolio
http://www.worldbank.org/en/news/feature/2016/09/22/designing-a-better-financial-shock-absorber-to-improve-risk-management-of-south-africas-debt-portfolio
https://www.youtube.com/watch?v=m1lsX-evssE&t=43s
https://unctad.org/divs/gds/dmfas/Pages/default.aspx
https://www.minfin.kg/storage/files/shares/%D0%94%D0%BE%D0%BA%D1%83%D0%BC%D0%B5%D0%BD%D1%82%D1%8B/d776660b2ca37f591e7b9d50e75a7226.pdf
http://www.worldbank.org/en/programs/disaster-risk-financing-and-insurance-program

