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The aim of the lecture is to describe the problem of foreign debt. Text is an overview 

of information resources for students (including links to official sources and 

supplement materials (green box)). 

Content: 

1) introduction – theory of budget deficit 

2) definitions of budget debts 

3) The HIPC Initiative  

4) indebtedness of the world countries, indebtedness of the EU´s countries 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Government debt is the debt owed by a central government.  

„public debt is the sum of the claims of other economic entities to the State, the 

individual stages of local and regional authorities, public funds and other institutions 

in the public sector, both internal entities (internal debt), and foreign entities (foreign 

debt)1" 

Governments usually borrow by issuing securities, government bonds and bills. Less 

creditworthy countries sometimes borrow directly from a supranational organization 

(e.g. the World Bank) or international financial institutions. Short term debt is 

generally considered to be for one year or less, long term is for more than ten years. 

Medium term debt falls between these two boundaries. „The national debt is closely 

related to the State budget deficit. Traditionally it is the link between the budget 

deficit and public debt understood in a unilateral causality. This concept is based on 

a very common definition, which defines the public debt as the sum of past budget 

deficits“2. 

internal deficit3 

the gap between revenues and expenditures for a government (over a given period 

of time); often referred to as a public deficit or fiscal deficit. In many cases, a country 

has administrative subdivisions that also run significant fiscal deficits, e.g., India or 

Argentina. The sum of state, local, and federal deficits would constitute the internal 

deficit of those countries.. 

external deficit 

a negative net flow of liquid assets to the citizens of a particular country. The external 

balance includes the trade balance, net foreign factor income, and net foreign aid 

received. Usually the main cause of an external deficit is a trade deficit. 

                                                           
1 PEKOVÁ, Jitka. Veřejné finance: úvod do problematiky. 4., aktualiz. a rozš. vyd. Praha: ASPI, 2008, 579 s. ISBN 978-80-

7357-358-4. 

2 DVOŘÁK, Pavel. Vybrané problémy fiskální politiky. Vyd. 1. Praha: Vysoká škola ekonomická, 1997, 174 s. ISBN 80-7079-

620-0. 

3
 http://www.urbandictionary.com/define.php?term=external%20deficit 



 

 

The problems of indebtedness of countries will be explained on the example of the 

state budget deficit as a beginning of indebtedbess of economies, which records the 

difference between national government revenues and expenditures, A positive (+) 

number indicates that revenues exceeded expenditures (a budget surplus), while a 

negative (-) number indicates the reverse (a budget deficit). The function is shown 

graphically and describes the factors that affect the volume of the budget deficit.  

 

                                       

The horizontal axis shows the size of GDP. Vertical axis shows the budget surplus or 

deficit. Possibility of reducing the deficit: the decline in government spending, 

increasing taxes, economic growth. 

The heavily indebted poor countries (HIPC) 

“The HIPC Initiative was launched in 1996 by the IMF and World Bank, with the aim 

of ensuring that no poor country faces a debt burden it cannot manage. Since then, 

the international financial community, including multilateral organizations and 

governments have worked together to reduce to sustainable levels the external debt 

burdens of the most heavily indebted poor countries.  

In 1999, a comprehensive review of the Initiative allowed the Fund to provide faster, 

deeper, and broader debt relief and strengthened the links between debt relief, 

poverty reduction, and social policies.  

In 2005, to help accelerate progress toward the United Nations Millennium 

Development Goals (MDGs), the HIPC Initiative was supplemented by the 

Multilateral Debt Relief Initiative (MDRI). The MDRI allows for 100 percent relief on 

eligible debts by three multilateral institutions—the IMF, the World Bank, and the 

African Development Fund for countries completing the HIPC Initiative process. In 

http://www.imf.org/external/np/exr/facts/mdg.htm
http://www.imf.org/external/np/exr/facts/mdg.htm
http://www.imf.org/external/np/exr/facts/mdg.htm
http://www.imf.org/external/np/exr/facts/mdg.htm
http://www.imf.org/external/np/exr/facts/mdri.htm
http://www.imf.org/external/np/exr/facts/mdri.htm
http://www.imf.org/external/np/exr/facts/mdri.htm


 

 

2007, the Inter-American Development Bank (IaDB) also decided to provide 

additional debt relief to the five HIPCs in the Western Hemisphere”.4 

The HIPC Initiative currently identifies 39 countries, most of them in Sub-Saharan 

Africa, as potentially eligible to receive debt relief. 

Afghanistan, Benin, Plurinational State of Bolivia, Burkina Faso, Burundi, 

CameroonCentral African Republic, Republic of Congo, Democratic Republic of 

Congo, Ethiopia, The Gambia, Ghana, Guinea-Bissau, Guyana, Haiti, Honduras, 

Liberia, Madagascar, Malawi, Mali, Mauritania, Mozambique, Nicaragua, Níger, 

Rwanda, São Tomé Príncipe, Senegal, Sierra Leone, Tanzania, Togo, Uganda, 

Zambia, Chad, Comoros, Côte d’Ivoire, Guinea, Eritrea, Somalia, Sudan5. 

Debt Management 

The World Bank Group helps low-income countries strengthen their ability to manage 

debt effectively, an increasingly important part of development. 

http://www.worldbank.org/en/topic/debt/brief/debt-management 

 

REVISED GUIDELINES FOR PUBLIC DEBT MANAGEMENT 

http://www.worldbank.org/content/dam/Worldbank/document/Debt/Revised%20Guide

lines%20for%20Public%20Debt%20Management%202014_v2.pdf 

 

 

 

 

 

 

 

                                                           
4
 http://www.imf.org/external/np/exr/facts/hipc.htm 
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http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTDEBTDEPT/0,,contentMDK:20260049~menuPK:6416

6739~pagePK:64166689~piPK:64166646~theSitePK:469043,00.html 

http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/SOUTHASIAEXT/AFGHANISTANEXTN/0,,menuPK:305990~pagePK:141159~piPK:141110~theSitePK:305985,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/BENINEXTN/0,,menuPK:322645~pagePK:141159~piPK:141110~theSitePK:322639,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/LACEXT/BOLIVIAEXTN/0,,menuPK:322285~pagePK:141159~piPK:141110~theSitePK:322279,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/BURKINAFASOEXTN/0,,menuPK:343882~pagePK:141159~piPK:141110~theSitePK:343876,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/BURUNDIEXTN/0,,menuPK:343757~pagePK:141159~piPK:141110~theSitePK:343751,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CAMEROONEXTN/0,,menuPK:343819~pagePK:141159~piPK:141110~theSitePK:343813,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CAMEROONEXTN/0,,menuPK:343819~pagePK:141159~piPK:141110~theSitePK:343813,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CONGOEXTN/0,,menuPK:349218~pagePK:141159~piPK:141110~theSitePK:349199,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CONGODEMOCRATICEXTN/0,,menuPK:349472~pagePK:141159~piPK:141110~theSitePK:349466,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CONGODEMOCRATICEXTN/0,,menuPK:349472~pagePK:141159~piPK:141110~theSitePK:349466,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/ETHIOPIAEXTN/0,,menuPK:295935~pagePK:141159~piPK:141110~theSitePK:295930,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/GAMBIAEXTN/0,,menuPK:351644~pagePK:141159~piPK:141110~theSitePK:351626,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/GHANAEXTN/0,,menuPK:351958~pagePK:141159~piPK:141110~theSitePK:351952,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/GUINEABISEXTN/0,,menuPK:356675~pagePK:141159~piPK:141110~theSitePK:356669,00.html
http://web.worldbank.org/WBSITE/DELETEDSITESBACKUP/0,,menuPK:328280~pagePK:141159~piPK:141110~theSitePK:328274,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/LACEXT/HAITIEXTN/0,,menuPK:338184~pagePK:141159~piPK:141110~theSitePK:338165,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/LACEXT/HONDURASEXTN/0,,menuPK:295076~pagePK:141159~piPK:141110~theSitePK:295071,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/LIBERIAEXTN/0,,menuPK:356200~pagePK:141159~piPK:141110~theSitePK:356194,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/MADAGASCAREXTN/0,,menuPK:356358~pagePK:141159~piPK:141110~theSitePK:356352,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/MALAWIEXTN/0,,menuPK:355878~pagePK:141159~piPK:141110~theSitePK:355870,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/MALIEXTN/0,,menuPK:362189~pagePK:141159~piPK:141110~theSitePK:362183,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/MAURITANIAEXTN/0,,menuPK:362346~pagePK:141159~piPK:141110~theSitePK:362340,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/MOZAMBIQUEEXTN/0,,menuPK:382138~pagePK:141159~piPK:141110~theSitePK:382131,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/LACEXT/NICARAGUAEXTN/0,,menuPK:258694~pagePK:141159~piPK:141110~theSitePK:258689,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/NIGEREXTN/0,,menuPK:382456~pagePK:141159~piPK:141110~theSitePK:382450,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/RWANDAEXTN/0,,menuPK:368660~pagePK:141159~piPK:141110~theSitePK:368651,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/SAOTOMEEXTN/0,,menuPK:382771~pagePK:141159~piPK:141110~theSitePK:382765,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/SENEGALEXTN/0,,menuPK:296308~pagePK:141159~piPK:141110~theSitePK:296303,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/SIERRALEONEEXTN/0,,menuPK:367829~pagePK:141159~piPK:141110~theSitePK:367809,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/TANZANIAEXTN/0,,hlPK:261262~menuPK:258804~pagePK:141159~piPK:141110~theSitePK:258799,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/TOGOEXTN/0,,menuPK:375271~pagePK:141159~piPK:141110~theSitePK:375265,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/UGANDAEXTN/0,,menuPK:374871~pagePK:141159~piPK:141110~theSitePK:374864,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/ZAMBIAEXTN/0,,menuPK:375673~pagePK:141159~piPK:141110~theSitePK:375589,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CHADEXTN/0,,menuPK:349881~pagePK:141159~piPK:141110~theSitePK:349862,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/COMOROSEXTN/0,,menuPK:349943~pagePK:141159~piPK:141110~theSitePK:349937,00.html
http://lnweb18.worldbank.org/AFR/afr.nsf/23cdc5b1332c2598852567cf004d8610/79e3d7ef81d22a6c852567d1004b5356?OpenDocument
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/GUINEAEXTN/0,,menuPK:351801~pagePK:141159~piPK:141110~theSitePK:351795,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/ERITREAEXT/0,,menuPK:351392~pagePK:141159~piPK:141110~theSitePK:351386,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/SOMALIAEXTN/0,,menuPK:367671~pagePK:141159~piPK:141110~theSitePK:367665,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/SUDANEXTN/0,,menuPK:375428~pagePK:141159~piPK:141110~theSitePK:375422,00.html


 

 

Indebtedness of the world countries, indebtedness of the EU´s countries (graphs) 

 

 

http://ekonom.ihned.cz/c1-52473940-svet-miri-do-dluhove-pasti 
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