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Executive Summary

The economic shock generated by the COVID-19 pandemic is unprecedented.
Pandemic control and recovery measures, as well as their associated economic
costs, have increased pressure on national budgets, leaving many countries in
fiscal distress, especially in Sub-Saharan Africa. In response to this need, in
August 2021, the International Monetary Fund (IMF) authorised a historic
allocation of Special Drawing Rights (SDRs), which are designed to help IMF
member countries meet their liquidity needs in times of crisis. Unfortunately,
however, the vast majority of this allocation went to those who did not need it:
wealthy countries in the Global North. Developing countries, including those
in Sub-Saharan Africa, received comparatively little, despite contending with
much higher levels of fiscal distress. This policy brief argues that the United
Kingdom (UK) should lead other wealthy countries in rechannelling its SDR
allocation to the African nations that most need it. It further argues that the
rechannelling of SDRs can be used as a tool for building an economic recovery
from the COVID-19 pandemic that is environmentally sustainable and socially
just. Specifically, the rechannelled SDR allocations could be used to help
countries and communities respond to climate change, with a focus on the
urgent need for adaptation. After providing an introductory explanation of the
August 2021 SDR allocation, this policy brief illustrates Africa’s need for
climate finance by detailing the impacts of climate change in southern Malawi
and the Upper Nile region of South Sudan. These two case studies demonstrate
the urgency of the need for climate change adaptation in Africa as well as the
potential costs that will come if the situation is allowed to deteriorate further.
This brief then closes by making concrete recommendations for how the United
Kingdom – and eventually other wealthy beneficiaries of the August 2021 SDR
allocation – can rechannel SDRs to support frontline communities in Africa as
they face the consequences of a crisis, they did nothing to cause.
On 23rd August 2021 the International Monetary Fund (IMF) made the largest-ever general
allocation of Special Drawing Rights (SDRs) to its member states. The XDR 456.6 billion
allocation (equivalent to about $650 billion USD or £480.6 billion) is intended to support
liquidity-constrained countries in weathering the impact of the COVID-19 global pandemic by
boosting their reserves, thus helping to build confidence and ensure the resilience and stability
of the global economy. As general allocations of SDRs are relatively rare (only five have taken
place since the IMF first developed the concept in 1969), the August 2021 allocation is a
recognition that the fiscal shock generated by COVID-19 is unprecedented, and also that SDRs
can be an effective macroeconomic policy tool in helping lower- and middle-income countries
weather the storm.

2

1.

Background on the August 2020 SDR Allocation

SDRs are international reserve assets created by the IMF to supplement the official reserves of
their member countries. They are not a currency, at least not in the classical sense of the term.
Instead, they are an accounting unit used by the IMF for transactions among its member
countries. They can only be held by IMF member states, the IMF itself, and 15 ‘prescribed
holders’, which include certain central banks and development institutions. SDRs cannot be
held by private individuals and therefore cannot be used to buy goods and services. Rather, an
SDR is a claim to currency held by IMF member states and therefore has to be converted into
a currency, usually US dollars, before you can use the value to make purchases. The value of
SDRs, represented as XDR, is based on a basket of the world’s five leading currencies: the US
dollar (USD), the euro, the Chinese yuan, the Japanese yen, and the British pound.
General allocations of SDRs, like the one that took place in August 2021, are not distributed
on the basis of need. Instead, the proportion of SDRs a country receives in any allocation is
tied to its IMF quota, which is the amount of financial resources that a country is required to
contribute to the IMF. A country’s IMF quota reflects its relative size in the global economy
and forms the basis for the percentage of total votes it has before the IMF. Unlike the United
Nations, which operates on a one-country-one-vote framework, the percentage of total voting
power a country has at the IMF is based on its quota. Thus, the largest economies in the world
collectively have the most voting power at the IMF. They also received the largest SDR
allocations.
The largest IMF quotas, and thus the countries with the largest percentage of votes and SDRs,
are: United States (17.43), Japan (6.47), China (6.40), Germany (5.59), France (4.23), and the
United Kingdom (4.23). Collectively, these six countries hold 44.26% of the total voting power
and percentage of SDRs in circulation. By comparison, the two largest African economies,
South Africa and Nigeria, hold 0.64% and 0.52% each. Kenya holds 0.11%.
Because the August 2021 SDR allocation was a general allocation, each IMF member received
a share of that 456.5 billion XDR based on their IMF quota, meaning that the vast majority of
new SDRs went to the wealthiest countries. From that amount, about $275 billion USD went
to emerging and developing countries, of which low-income countries received about $21
billion USD. Thus, of the $650 billion USD allocation, only $21 billion USD is going to the
neediest countries. If the intended purpose of the August 2021 SDR general allocation was to
put the countries in greatest fiscal distress on a surer financial footing, then it has yet to live up
to its promise. Harnessing the full potential of SDRs to assist developing countries, particularly
those in Sub-Saharan Africa, requires channelling more of the SDRs to the countries where
they will have the greatest impact.
1.1

The United Kingdom and the August 2021 SDR Allocation

In line with its IMF quota, the UK received XDR 19,317.8 million in August 2021, which is
the equivalent of $27 billion USD or £20.3 billion. The US received the largest allocation,
equivalent to $111.3 billion, followed by Japan ($41.3 billion), China ($40.9 billion), Germany
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($35.7 billion), and France ($27 billion). Among African states, South Africa received the most
($4.1 billion), followed by Nigeria ($3.3 billion) and the Democratic Republic of the Congo
($1.4 billion). Other African states in heavy debt distress such as Zambia ($1.3 billion), Kenya
($738 million), Tanzania ($541 million) and Mozambique ($304.8 million), received much
less.
Although the amount of SDRs that African countries received is not trivial, the approximately
$32.2 billion allocated to them, or 6.4% of the total, pales in comparison to the amount received
by developed countries, being even less than the allocation granted to Germany alone.1 This is
concerning because the overwhelming majority of SDRs, based on IMF rules, went to wealthy
countries with few liquidity needs and less incentive to convert them to hard currency.2
However, as a result of the pandemic, lower- and middle-income countries have a critical need
for the liquidity that SDRs are designed to provide. If the goal of the SDR allocation is truly to
support economic recovery, then the task facing global policymakers today is to transfer the
benefits of SDRs from wealthy countries that do not need them to the developing states that
stand to benefit the most.
1.2

Going Beyond Liquidity – Investing in the Future through Conversion of SDRs

SDRs are primarily a vehicle for providing liquidity to IMF member states by supplementing
their monetary reserves. For those countries in most dire fiscal and monetary stress, SDRs are
a powerful tool. However, in light of the pressures of the global pandemic, there is a school of
thought that developing countries, particularly those in Africa, can not only use their allocation
of SDRs to increase liquidity, but can actually convert them into hard currency to cover their
COVID-related fiscal deficits. We can even take this idea one step further and suggest that
SDRs be used in such a way to invest in the future – particularly in regard to re-tooling African
economies to adapt to the pressures of climate change.3 This is a bold, somewhat controversial
idea about how SDRs – up to now a relatively arcane and technical financial concept – can
tangibly be put to use.4
The UK has long been at the forefront of suggesting that SDRs can be used in such a manner,
going back to then-Prime Minister Gordon Brown’s push for a general allocation in 2009.5
More recently, Chancellor of the Exchequer Rishi Sunak said in reference to the agreement of
the G7 finance ministers to support the 2021 allocation, ‘today’s milestone agreement among
the G7 paves the way for crucial and concerted action to support the world’s low-income
countries, ensuring that no country is left behind in the global economic recovery from
coronavirus’.6 Ensuring that Africa is not left behind in its economic recovery from the
pandemic also means guaranteeing that such a recovery builds in adaptation and resilience to
the increasing pressures of climate change.7
With its utter disregard for national borders, COVID-19 reminded us of the need for
multilateral solutions to those crises which are truly global. Even as the worst effects of
COVID-19 begin to recede into the past, we are still faced with another ongoing crisis – climate
change – and the realisation that, yet again, the areas of the world that are most vulnerable to
its effects also have the fewest resources available to respond. SDRs can be a valuable tool for
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providing some of the financial assistance Africa desperately needs to adapt to the effects of
climate change.
1.3

Rechannelling SDRs from Wealthier Countries to Those Most in Need

Although the August 2021 SDR general allocation was the largest in history, it was not
equitably distributed on the basis of need. The overwhelming majority of the approximately
$650 billion USD distributed went to the wealthiest countries in the world, who neither have
the need nor the desire to use their SDRs. Our task, then, is to find ways to ‘rechannel’ or
‘recycle’ SDRs from wealthier to needier countries. Again, this is an area where the UK has
taken a leadership role.8 However, the plans currently under consideration pose various
challenges.
For example, there is a suggestion that the UK’s reallocation of SDRs be credited as part of the
0.5–0.7% official development assistance (ODA) target included in the current budget.9 This
would result in an aggregate reduction in total ODA because the transfer of SDRs from the
UK’s IMF reserve account would result in no new fiscal outlay. In fact, the UK is unique in
reporting its loans of SDRs as ODA.10 Given the nature of SDRs and the pressing need for
climate finance in Africa, a more equitable solution would be to consider reallocation of the
UK’s SDRs to developing countries as a supplement to the ODA budget rather than as a
replacement.
Another area of concern – not limited to the UK but applicable to most Western countries – is
a timidity in committing to reallocate SDRs to needier countries. While G20 countries have
made pledges to recycle up to $100 billion USD of their SDRs, moving from rhetoric to action
has been remarkably slow.11 There is a risk that as the world’s attention moves away from the
immediacy of the pandemic, the momentum which pushed forward the allocation in the first
place will be lost. While much of that attention is now focused on Ukraine, the long-term effects
of the war, especially disruptions of global food and fuel supplies, will have a tremendous
effect on Africa and will only exacerbate the fiscal crisis already unleashed by the pandemic.
Amidst these shifting currents of public opinion and political will, there also remains an urgent
need to finance climate change adaptation. The longer we wait, the more difficult the problems
will become.
2.

UK Support for Climate Change Adaptation in Africa

On 2nd November 2021, the second day of the twenty-sixth Conference of the Parties (COP26)
to the United Nations Framework Convention on Climate Change (UNFCCC), the United
Kingdom announced a bold set of commitments that would support vulnerable communities in
Africa as they experience the devastating impacts of climate change.12 These commitments
included £20 million to support sustainable and inclusive economic development, £42 million
for targeted technical and policy support, and £22 million to help African states pay for drought
insurance, all part of a total package of £143.5 million in new funding for climate change
adaptation in Africa. On the same day, Prime Minister Boris Johnson announced the ‘Room to
Run’ initiative, a guarantee mechanism for the African Development Bank projected to make
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available an additional £1.45 billion in climate finance for projects across Africa, half of which
would be earmarked for adaptation. These new commitments represented a significant step
forward for the continent that is most vulnerable to the effects of climate change and least
responsible for its causes. In the words of UK Minister for Africa Vicky Ford, ‘this [support]
is essential if communities and countries are to thrive in an uncertain future’.13
The financial support announced at COP26 was indeed an essential step to securing an
equitable and sustainable future for African people as they face the effects of climate change.
It also built on a history of similar support, with around half of the UK’s £2.7 billion adaptation
budget between 2016 and 2020 spent in Africa.14 What is perhaps most significant about the
November announcement, however, is that it represents an unequivocal recognition on the part
of the UK government that Africa stands on the frontlines of climate change, and that the UK’s
responsibility as a world leader on climate brings with it a corollary responsibility to support
climate resilience on the world’s most vulnerable continent.
The need for climate finance in Africa, and particularly finance for climate change adaptation,
is perhaps clearer and more urgent today than it ever has been. In the wake of the economic
shock caused by the COVID-19 pandemic, hunger and malnutrition have increased
drastically,15 and the financial and governance capacities of African states have been largely
directed towards pandemic recovery efforts rather than climate change priorities.16 The impacts
of COVID-19 on national budgets and economies have not only delayed climate action, but
have also made frontline communities more vulnerable to the worst effects of climate change,
including ‘biodiversity loss, water shortages, reduced food production, loss of lives, and
reduced economic growth’.17 In the meantime, climate-induced pressures on people’s lives and
livelihoods are only increasing: some natural and human systems have already exceeded limits
for adaptation and missed opportunities for action are increasingly leading to irreversible loss
and damage.18
2.1

Understanding Climate Vulnerability in Africa

Consider the recent destruction in southern Malawi caused by Tropical Storm Ana, which hit
the country on 25th January 2022. As global warming continues, tropical cyclones are expected
to make less frequent landfall in southern Africa, but the intensity of these storms, and thus
also their likely impacts, are expected to increase.19 Within the first week after the storm, and
despite road access to the affected regions being cut off, the government had already confirmed
37 deaths and estimated that around 200,000 households had been displaced due to flooding
and the destruction of property.20 In southern Malawi, however, as in many other places on the
African continent, the death and destruction caused by a storm like Ana are better seen as the
beginning of a slow-motion crisis, rather than as a one-time event.
First, an under-resourced and poorly planned government response meant that the storm’s
survivors were largely left to their own devices. When houses were washed away along with
cooking implements and other basic necessities, many thousands were left sleeping outside on
the still-wet ground with very limited access to food and little or no government assistance in
sight.21 Then, in addition to the immediate destruction of vast swathes of cropland and the
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effects this will have on food security in the coming months, many farmers also found that
replanting was simply not a viable option: the storm’s floods had left behind deep sand deposits
on top of their fields, replacing fertile topsoil with a more barren substrate.22 Where
governments struggle to prepare and respond to disasters like Tropical Storm Ana, where
infrastructure needs are already so pronounced, and where people’s lives are so closely
intertwined with their natural environments, it becomes much more difficult for communities
to survive the impacts of climate change. For ‘communities and countries…to thrive’, as
Minister Ford put it, would seem even more challenging.
The impacts of Tropical Storm Ana on the rural communities of southern Malawi illustrate a
crucial point. In Malawi, as elsewhere in Africa, pre-existing vulnerabilities caused by
socioeconomic and political dynamics have set communities up for failure.23 As a result,
climate variations and weather events that would perhaps be unremarkable in other parts of the
world can become humanitarian disasters much more quickly. But these humanitarian disasters
are almost wholly avoidable. According to the authors of the Intergovernmental Panel on
Climate Change’s (IPCC) 2022 report on impacts, adaptation, and vulnerability, ‘under
scenarios of inclusive and sustainable development, millions fewer people in Africa will be
pushed into extreme poverty by climate change and negative impacts to health and livelihoods
can be reduced by 2030’.24 In some cases, even simple investments like improved home
construction can lead to greatly improved outcomes for affected communities.25 At the same
time, even relatively straightforward investments must always be considered as part of a wider
context. Failing to plan adaptation holistically can lead to unintended consequences and,
ultimately, maladaptation.26
2.2

When Climate Vulnerability Becomes Extreme

If the impacts of Tropical Storm Ana demonstrate how even comparatively moderate
meteorological events can be devastating when communities and countries are ill-prepared to
deal with them, it is also true that some parts of Africa are experiencing conditions that can
truly be described as extreme. In these places, climate change is interacting with existing
vulnerabilities to make difficult situations even worse and the need for adaptation is quickly
becoming an emergency. Consider, for instance, the Upper Nile region of South Sudan, located
in one of the most climate-vulnerable areas in the world.27 Although the country’s peace
process is not entirely stagnant, South Sudan is still rated fourth out of 179 countries on the
Fragile States Index.28 This high level of fragility is painfully apparent on the ground. In parts
of Upper Nile, the government is virtually absent, leaving humanitarian NGOs as the only
providers of basic services. Predictably, the availability of these services remains quite limited.
Many South Sudanese are choosing to remain in refugee camps in neighbouring countries, or
to keep their families there, in part because the education available in the camps far exceeds
what can be obtained at home. And although a ceasefire in the country’s civil war that has been
in effect since 2020 has largely held, smaller-scale violence among communities and armed
militias is still a risk.29 It is against this backdrop of weak governance, armed conflict, and
marked precarity that the effects of climate change are playing out.
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In the Upper Nile region, increasing rainfall variability is leading to more frequent droughts
and floods, both of which cause severe hardship for the country’s majority rural population.30
Drought and extreme heat reduce crop yields and force pastoralists to seek new pasture for
their livestock. Temporary scarcity of land and water, rising food prices, and other dynamics
also increase the risk of armed conflict during drought.31 The heat itself can be unbearable,
making it dangerous to work during the day, and the low availability of electricity means that
luxuries like air conditioning and fans are well out of reach for most of the population.
On the other hand, floods can destroy crops and often displace entire communities, all while
increasing the occurrence of vector- and waterborne diseases, including malaria, which is a
leading cause of death in South Sudan.32 Communities displaced by floods often face severe
food insecurity, and access to emergency food aid is hampered by the heightened logistical
challenge of navigating floodwaters in a country where transportation infrastructure is already
extremely limited.33 Displaced communities are also more likely to experience conflicts with
other communities when they are forced to seek higher ground.34 These compound pressures
have caused serial displacement for many communities in the Upper Nile Region. As a result,
sedentary livelihoods such as agriculture are becoming increasingly impractical, and with few
alternatives, rural populations have come to rely heavily on emergency food assistance. The
World Food Programme, for instance, says that it plans to serve 6 million people in South
Sudan in 2022,35 more than half the national population. South Sudan, and particularly the
Upper Nile region, is indicative of the bigger picture presented by the IPCC authors, who point
out that ‘risks are highest where species and people exist close to their upper thermal limits,
along coastlines, in close association with ice or seasonal rivers’,36 with thermal limits and
seasonal rivers being the applicable factors in this case.
2.3

An Urgent Need for Climate Finance

In South Sudan, vulnerability to climate change is extreme, urgent, and intimately wrapped up
with social, economic, and political factors like violence, corruption, and poor governance. In
Malawi, vulnerability is still a problem, but neither the environmental trends nor the social,
political, or economic contexts are quite as severe. These two portraits of the impacts of climate
change demonstrate that African states are in great need of assistance from developed countries
that have the funds and capacity to support African resilience while also supporting African
leadership. They also demonstrate the cost that will come if developed countries wait for the
situation to deteriorate further.
We know with a high degree of certainty that acting on climate today will be much less
expensive than acting later. Prompt action also stands to prevent and alleviate an immense
amount of human suffering. As the IPCC authors write, ‘the magnitude and rate of climate
change and associated risks depend strongly on near-term mitigation and adaptation actions’.37
In Malawi and places like it, these near-term actions could have near-term positive effects; a
comparably small amount of financial and technical assistance could help the government
better prepare for disasters and build infrastructure that is more resilient to storms and floods.
South Sudan, however, illustrates the dangers of waiting. At this point, the only success found
there will be in the long term, as the task of building peace and resilience is so immense. This
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does not mean prospective donors should write off countries like South Sudan, but it does
indicate how much more difficult climate change adaptation becomes when human and natural
systems reach their limits.
If the current emissions and finance trajectories continue, systems that have yet to reach their
limits will soon do so. The best way to prevent this is for wealthy countries to rapidly transition
to renewable energy sources and to support climate change adaptation in the most vulnerable
parts of the world. Financing for adaptation in Africa remains billions of USD less than the
lowest estimates of what is required.38 Where most African countries predict they will need
twice as much money for adaptation as for mitigation,39 the finance available to them
approximately reverses that ratio.40 And even when financing is available, less than half of it
is disbursed,41 which suggests that African states need additional technical and capacitybuilding support.42 Furthermore, most climate finance assistance still comes in the form of
concessional and non-concessional loans,43 which are not an appropriate form of aid for the
most vulnerable countries.
3.

Actions the UK Can Take Today to Support Climate Action in Africa

Two decades ago, the IMF published a report stating, ‘there is nothing to prevent countries
from voluntarily agreeing to transfer SDRs to other countries or prescribed holders for reasons
of their own choosing’.44 After this year’s historic SDR allocation to help countries respond to
the COVID-19 shock, the UK Government received XDR 19 billion XDR (worth around £20
billion), and is currently planning to lend XDR 4 billion via the IMF. This would still leave the
other XDR 15 billion untouched in the UK’s reserves. The UK’s reserves are in a healthy state,
and the transfer of this money could be accomplished with no budgetary cost.45 This may be
unconventional thinking, but it is also necessary thinking in today’s time of crisis. Pope Francis
makes a similar point in his encyclical, Fratelli Tutti, by calling on richer countries to offer
material and financial support to poorer countries in a spirit of social friendship.
Unlike richer countries, developing nations in Sub-Saharan Africa are facing enormous
resource mobilisation needs: for addressing the pandemic, for responding to increasingly
frequent and severe climate shocks, and for mounting a recovery based on resilience,
adaptation, and inclusive green structural transformation. Even before the COVID-19 crisis,
Sub-Saharan African economies were already in need of at least 2% of GDP in additional
financing toward climate goals on an annual basis through 2030.46 COVID-19 has complicated
this situation even further, resulting in rising debt overhang and rising interest rates for most
of these countries.47 In large part, the COVID-19 economic shock has slowed down the
continent’s recovery goals and put its sustainable development and climate change goals on
hold.
The UK should use the increase to its overall reserves via the August 2021 SDR allocation to
help developing countries in Africa tackle the climate and biodiversity crisis they are facing, a
crisis that has left millions of people poorer and hungrier and that poses a serious threat to
human life. While remaining consistent with the IMF’s guidance on how SDRs are to be used,
and with the Chancellor’s fiscal rules on borrowing and debt, the UK could still save lives by
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rechannelling more of its current SDR allocation and selling some of its foreign currency
reserves to support sustainable development for climate change resilience and adaptation.
The UK has various options it could employ to utilise its SDRs, both within and outside
established IMF frameworks. The UK Government could lend the SDRs through the IMF’s
Poverty Reduction and Growth Trust (PRGT) and/or through the Resilience and Sustainability
Trust (RST). The rechannelled SDRs and other hard currency from the reserve would free
resources that can be loaned to the IMF through these two facilities, which the Fund can then
on-lend for liquidity and balance of payment support due to climate shocks. The Fund would
also provide on-lending for longer term resilience, adaptation, and just transition financing.
Because of the urgency for action on climate change mitigation and adaptation, the traditional
methods employed for the use of SDRs can no longer suffice. As indicated above, alternative
financing mechanisms outside the IMF should also be pursued. In this light, this policy brief
proposes a rechannelling of the UK SDR allocation toward various climate finance
arrangements in Africa with the following objectives:
a) Boost low-cost, short-term financing for preparing for, and responding to, climate
shocks.
The poorer and more climate-vulnerable countries in developing regions like SubSaharan Africa need low-cost financing in order to build climate resilience and
adaptation. In the wake of the COVID-19 economic shock, these countries do not have
access to sufficient and affordable climate finance for adaptation and resilience. Most
Sub-Saharan African countries even lack access to disaster funds. The financial
protection gap for climate and disaster risks for vulnerable developing countries is
estimated at 98%.48
A further challenge is the unjust neglect of vulnerable countries in climate finance.
Currently, more than 80% of climate finance goes toward climate change mitigation in
more advanced economies.49 At the same time, the effects of climate change are
intensifying in countries throughout Sub-Saharan Africa. In response to these trends,
the rechannelling of SDRs by rich countries like the UK could contribute to financing
the multidimensional risks faced by countries in Sub-Saharan Africa.
There is a clear relationship between climate vulnerability and income. The poorest
countries of the world as measured by per capita income are in Africa; they are also
some of the most climate-vulnerable countries. Even so, per capita income does not
always provide an adequate way of measuring how countries may be exposed to climate
risks. In Africa, even countries with higher per capita incomes like Kenya or Nigeria
remain vulnerable to climate change just as a poor and low-income country like Malawi
would be. Eligibility criteria for support need to take this complex relationship into
account.
Many countries in Sub-Saharan Africa are also facing serious debt problems and rising
interest rates. In addition to the COVID-19 economic shock, physical climate risks are
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increasing interest rates for many vulnerable countries. Recent studies have
demonstrated that there is a direct effect of climate vulnerability on the average increase
in cost of debt.50 This means that climate vulnerable countries are also facing increased
debt servicing obligations on account of rising interest rates. As a result, these countries
now lack the fiscal space required to meet public investment needs for adaptation,
resilience, and just transitions. In order to recover from the economic impacts of the
COVID-19 pandemic, Sub-Saharan African countries need immediate and urgent
balance of payments support. Some are also in need of debt restructuring. In such cases,
the UK and other rich countries will do well to loan their excess SDRs to the IMF via
the RST so that the IMF could deploy the RST as collateral to guarantee restructured
debt.51 This would take advantage of, and further strengthen, other forms of UK support
to resilience funds within countries.
b) Support longer-term financing for just transitions to low-carbon growth paths.
As the global North makes a green transition away from fossil fuels, Sub-Saharan
African countries need support to mobilise longer-term financing for just transitions to
low-carbon growth paths. The rechannelled UK SDRs could be used to finance policy
development and project implementation for resilience, adaptation, and
decarbonisation. In terms of policy development and implementation, the funds would
be used to help countries mainstream resilience, adaptation, and decarbonisation into
national planning processes and their implementation. Learning from the social impacts
of the Structural Adjustment Programmes (SAPs) in the 1990s, funds could be allocated
to support social adjustment at the economy-wide level and throughout government
operations. As economies shift away from fossil fuel production and consumption,
there will be need to build necessary safety nets supporting investments to ensure that
workers, communities, and fossil fuel investors are not left behind in the transition. In
terms of project financing, rechannelled funds from the SDRs could be used to provide
more resources for projects meant to bolster resilience, climate adaptation, and/or
decarbonisation. These funds would complement other sources of public and private
financing for climate action.
The August 2021 SDR allocation was designed to help the global economy recover from the
COVID-19 pandemic. Sadly, however, the distribution of SDRs failed to provide liquidity to
the countries that would have benefited from it the most. Today, the UK government has an
opportunity to help rectify that failure and contribute to a truly global pandemic recovery by
‘rechannelling’ and ‘recycling’ its SDR allocation to developing countries in Sub-Saharan
Africa. But decision makers should not settle for a simple transfer of XDR or hard currency.
Rather, they should ensure that the SDRs are used to support the type of pandemic recovery
that can form the basis for a just and sustainable future, one that prioritises the immediate needs
of climate change adaptation while still attending to the longer-term demands of a just
transition in Africa.
Countries and communities in Africa have many pressing needs today. Without a clear plan for
(1) how SDRs will be rechannelled by donor countries and (2) how they will be used, this
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important tool risks being spent on competing fiscal and policy priorities like the servicing of
sovereign debt. That outcome would be a missed opportunity. Wealthy and poorer countries
alike have continued to delay action on climate change, in part because governments are faced
with difficult policy trade-offs and often choose to address those problems perceived as most
urgent. Meanwhile, frontline communities in Sub-Saharan Africa are already suffering from
climate change impacts and are finding themselves under-resourced and underprepared to
respond. Wealthy countries like the UK cannot allow this trend to continue, both for practical
and ethical reasons. Instead, policymakers should seize the opportunity to use truly surplus
resources (the SDRs) to help build a pandemic recovery that takes into account the pressing
needs of frontline communities.
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