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ANNOTATION

INCREASE OF FINANCIAL INDEBTEDNESS-EXPOSURE TO

NATIONAL SECURITY

The arguments given in the following article show
that intervention of unprecedented volume of money
supply in the world economy and considerable increase
of number and scale of financial liabilities for the purpo-
se of overcoming the current global crisis on modern sta-
ge caused the new exposure to a number of developed,
developing and transitional countries. Budgetary financi-
al support for business by various countries had positive
effects on relaxation of crisis but at the same time created
suspense for issue of money and accordingly increase of
inflation. Global crisis made many countries obliged to
take new financial liabilities from international financial
institutes that considerably increased the volume of fore-
ign debts. In many countries it came close to the volume
of GDP and sometimes turned to be excessive. During
last years the volume of foreign debt increased by 7 bil-
lion US dollars and amounted to 37 billion US dollars.

The ratio of foreign debt to the volume of GDP within
the range of 50-60% determined by international financial
institutes and European Union cannot be equally accep-
table as the upper margin of economic security for deve-
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loped, developing and transitional countries. Its volume
must be minimum twice low for those countries whose
trade balance is persistently running deficit because of the
low level of services and production of export products.

As a result of objective analysis of the ratio of total
state debt of Georgia to GDP the government made an
optimistic assessment of financial indebtedness which is
neglected. It is concluded that uncontrolled increase of
foreign debt during last years made its amount closer to
the GDP volume and accordingly became the serious ex-
posure to the economic security of the country during a
long period of time.

For the purpose of avoiding the danger caused by un-
limited increase of financial liabilities there is a necessity
of transforming the policy and tactics for the manage-
ment of total financial indebtedness of the country. It im-
plies refrain from taking new foreign liabilities, reducti-
on of state budget deficit, effective spending of budget
funds, strengthening the state control and determination
of percentage parameters of state debt in the structure of
budget revenues on legislative base.
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