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agement of the foreign public debt of RA. The Government
of the RA should adopt as a priority the philosophy of attract-
ing borrowed funds from the domestic market.

Considering also the fact that the Republic of Armenia re-
lied on the philosophy of ensuring double-digit economic
growth, having a long-term goal to increase the real GDP in-
dicator, which will ultimately contribute to reducing the vol-
ume of debt obligations. As a priority contributing to this
goal, the RA Government intends to significantly increase the
volume of trade turnover', especially in connection with the
current geopolitical situation, when Armenia, in particular, is
the “gateway of Europe” for Russia, which is the main trad-
ing partner.

Keywords: debt, government, governance, funds, domestic,
foreign, economic growth.

Introduction

In spite of the different philosophical accounts of
debt, a constant element runs throughout the debt
literature as an uninterrupted thread, namely that
debt repayment is conceived as a fundamental
obligation, one that the debtor cannot and should
not circumvent without costs. Indeed, the act of
non-repayment does not only mark the transgres-
sion of a contract, which is punishable by law,

' In 2021, major trading partners of the RA included Rus-

sia from the CIS countries (31.4% of trade turnover,
compared to 30.6% of the previous year), and from the
EU and other countries China (15% and 13.5%, respec-
tively), Iran (6.0% and 5.6 %), Switzerland (4.6% and
6.6%), Germany (3.5% and 4.2%), Italy (3.4% and
3.3%), Bulgaria (2.7% and 2.4%) and the Netherlands
(2.7% and 1.8%). Source: RA Ministry of Finance
www.minfin.am.

but also and foremost the betrayal of a promise,
which is something morally wrong (Kant, 2002).
In this reading, the inability of giving back what
is owed necessarily entails a slip down the moral
ladder (Stefanutti, 2020).

Debt has become a paramount topic of dis-
cussion and controversy in recent times, fuelled
by the financial crisis of 2008 and the different
episodes of the sovereign debt crisis in Europe,
above all involving Greece. This has produced a
great deal of commentaries, economic analyses,
and journalistic polemics from all sides of the
political spectrum. Yet despite this profusion of
discourse, it still proves difficult to seize the ex-
act contours of the problem. Debt affects both
the most isolated individuals and the most pow-
erful states, it is equally a matter of “cold” eco-
nomic rationality and the “hottest” emotions and
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moral judgments, it appears at once as the most
empirical thing with the hardest material conse-
quences and as a mysterious, ethereal, abstract,
and purely speculative entity (the unreal product
of financial “speculation”). The concept of in-
debtedness not only characterizes an increasingly
universal economic predicament, but also defines
a form of subjectivity central to our present con-
dition (Santner & Schuster, 2016).

In this context, studying the debt problem, we
discuss various aspects on which various ap-
proaches of well-known theorists have been
formed.

Alexander Douglas careful reflections — his-
torical, semantic, logical and practical — suggest
that the ‘obvious’ point of view is at best mis-
leading and at worse pernicious, especially in a
global economic system that is in its essence de-
pendent on government-managed debt.

Douglas looks at debt in the ancient world,
with its pattern of high interest loans to subsist-
ence farmers in times of crisis (war, drought
etc.), leading to loss of possessions (and thus
earning-potential) and the sale of family mem-
bers into various forms of slavery. He also notes
the need for periodic amnesties (like the Biblical
Jubilee) where debts were cancelled and slaves
returned to their families, not simply as a matter
of justice, but in order to prevent revolution. Out
of this experience — the exploitation of the poor
in forcing them to borrow to survive a crisis be-
yond their control (forced debt) — springs the an-
cient condemnation of usury, from the criticisms
of Aristotle to the censures of medieval church
councils. Here there is very limited evidence for
the common utility of the institution of debt, and
thus limited grounds for any absolute moral obli-
gation to pay in full all interest-based loans.

Sometimes usury does allow for idle savings
to be put to good uses. But sometimes it allows
them to be put to bad uses. Chief among the lat-
ter is the activity of rich usurers, with savings to
spare, lending to the very poor at rates that ulti-
mately ensure that they will end up even poorer.
The very poor will nevertheless take the loans on
these terms out of desperation.

Thus debt as an institution is morally ambiva-
lent. Clearly there is a good, mutually beneficial
set of debt-related practices. But we cannot insist
on an absolute obligation to pay debts, without
considering the quality and effects of all debt-
related activity in society at large.

Douglas goes on to an apparent digression on
money. In fact, this discussion establishes the
unique role of sovereign government in the so-
cial web of debt, production and social security,
which derives from the nature of money.

In 1931 it came as a surprise to the British
government to discover that it could come off the
gold standard without the pound collapsing. But,
says Douglas (2016a), “Only when the gold
promise ceased to be honored did the explanation
become clear: the paper notes themselves were
acceptable for tax payments, and this gave them
a value of their own, independent of their re-
deemability for anything else” (p. 164). This has
radical consequences for the way we think about
government debt

Materials and Methods

As is the case with all economic concepts, and
when setting goals in the process of public debt
management, there is still no consensus among
economists. However, according to one of the
most common points of view, the main goal of
public debt management is to minimize the cost
of servicing it and, as a result, the state receives
loans on the most favorable terms. In this case,
the mechanism of public debt management is
quite simple, since the state at the stage of eco-
nomic recovery tries not to take long-term loans
whenever possible, so that in the future you do
not have to pay for them amounts with high no-
minal interest rates. Therefore, in order to avoid
this during an economic downturn, the govern-
ment of this country takes the opposite actions,
that is, sets a goal to attract new loans by increas-
ing the terms of debt obligations, mainly in the
form of long-term loans (Rusyaykina, 2001)

Local and foreign literature, scientific publi-
cations of well-known researchers interested in
the problem were the research basis for the
researchers.

The authors used the scientific analytical
method as a research method, emphasizing the
tools of generalized philosophical conclusions.

Literature Review

“Philosophy of Economics” consists of inquiries
concerning (a) rational choice, (b) the evaluation
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of economic outcomes, institutions and process-
es, and (c) the ontology of economic phenomena
and the possibilities of acquiring knowledge of
them. Although these inquiries overlap in many
ways, it is useful to divide philosophy of eco-
nomics in this way into three subject matters
which can be regarded respectively as branches
of action theory, ethics (or normative social and
political philosophy), and philosophy of science.
Economic theories of rationality, welfare, and
social choice defend substantive philosophical
theses often informed by relevant philosophical
literature and of evident interest to those interest-
ed in action theory, philosophical psychology,
and social and political philosophy. Economics is
of particular interest to those interested in epis-
temology and philosophy of science both be-
cause of its detailed peculiarities and because it
possesses many of the overt features of the natu-
ral sciences, while its object consists of social
phenomena (Philosophy of Economics, 2003/
2018).

In practice, the amount of debt may increase
or be subject to adjustments if the financial sys-
tem continues to operate as a result. .For debt in
circulation to keep increasing, the amount of de-
mands for loans must keep increasing. This, in
turn, presupposes an unsustainable and environ-
mentally damaging rate of economic growth. At
the same time, if the government wants money it
too must borrow, so that a portion of taxes are
used to pay interest owed to the banks. Many do
continue to wonder why the government does
not change the system and find a way of creating
money itself. The answer usually offered
(amongst the few that consider these matters) is
the temptation would be there for those in power
to use the money to meet their debts and pledges
and buy votes, etc., with the result that hard-won
trust in money would soon dissipate (Douglas,
2016b).

It is also worth noting that when debt reaches
a certain level, foreign investors and creditors
become more cautious about investments, which
undermines economic growth (Makaryan &
Hayrapetian, 2021).

Finance and philosophy may seem to be
worlds apart. But they share at least one common
ancestor: Thales of Miletus. Thales is typically
regarded as the first philosopher, but he was also
a financial innovator. He appears to have been
what we would now call an option trader. He

predicted that next year’s olive harvest would be
good, and therefore paid a small amount of mon-
ey to the owners of olive presses for the right to
the next year’s use. When the harvest turned out
to be as good as predicted, Thales earned a siza-
ble amount of money by renting out the presses
(Aristotle, 1984).

Coins have largely been replaced by either
paper or electronic money, and we have built a
large infrastructure to facilitate transactions of
money and other financial assets - with elements
including commercial banks, central banks, in-
surance companies, stock exchanges, and invest-
ment funds. This institutional multiplicity is due
to concerted efforts of both private and public
agents, as well as innovations in financial econo-
mics and in the financial industry (Shiller, 2012).

Our ethical and political sensitivities have al-
so changed in several respects. It seems fair to
say that most traditional ethicists held a very ne-
gative attitude towards financial activities. Think,
for example, of Jesus’ cleansing of the temple
from moneylenders, and the widespread con-
demnation of money as “the root of all evil”. At-
titudes in this regard seem to have softened over
time. However, the moral debate continues to
recur, especially in connection with large scan-
dals and crises within finance, the largest such
crisis in recent memory of course being the glob-
al financial crisis of 2008 (Philosophy of Money
and Finance, 2018).

In particular, the COVID-19 pandemic, which
followed the financial crisis, created new chal-
lenges in the global economic system, further
aggravating the costs of countries, measures to
overcome which are still being implemented.

Take the first question: why should I pay my
debts? It’s easy to be tempted by simple answers,
such as ‘because I said I would’, ‘because I owe
it to my creditor’ or ‘because it’s just the right
thing to do’. Yet although these answers make
legal sense, they don’t quite work philosophical-
ly-speaking. They all sound like universal prin-
ciples, but the obligation to repay debts is a very
particular thing, depending on the particulars of
the case.

Debt and duty — despite having roots in the
same word (the Latin, debitum) — are not always
the same thing. Paying debts is of course the
right thing to do, but not always. What we need
is an explanation of why it is usually the right
thing to do — universal principles won’t do the
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trick (Douglas, 2019).

The State has the task of determining the ju-
ridical framework within which economic affairs
are to be conducted, and thus of safeguarding the
prerequisites of a free economy, which presumes
a certain equality between the parties, such that
one party would not be so powerful as to reduce
the other to subservience.

Economics understood in abstraction ... is not
just an academic error: it actually dismantles the
walls of the home. Appealing to the market as an
independent authority ... has meant in many con-
texts over the last few decades a ruinous legacy
for heavily indebted countries, large-scale and
costly social disruption even in developed econ-
omies; and, most recently, the extraordinary phe-
nomena of a financial trading world in which the
marketing of toxic debt became the driver of
money-making — until the bluffs were all called
at the same time.

There have been many remarkable anthropo-
logical and sociological studies of debt and relat-
ed institutions. Philosophy can contribute to the
ensuing discussion and help us to keep our lan-
guage precise and discover the implicit principles
contained in our intuitions (Douglas, 2015).

According to B. A. Heifetz (n.d.) public debt
is broadly characterized as outstanding financial
obligations of the state and its authorized body in
relation to residents and non-residents M. Fedo-
sov, L. D. Buryak and D. D. Butakov believe
that “public debt is the amount of outstanding
debt obligations on domestic government loans,
as well as the amount of financial obligations of
the country to foreign creditors at a certain point
in time” (Fedoov et al., 1991). According to K.
McConnell and L. Bryu (1992) “the public debt
is the size of the positive balance of the state
budget and the deficit”. J. Dolan, D. Campbell,
J. Campbell. believe that the public debt is the
accumulated amount of budget deficits over pre-
vious years (Dolan et al., 1994).

In the explanatory economic dictionary, pub-
lic debt is interpreted as the total amount of debt
owed by the government of a country to the ow-
ners of securities, equal to the amount of the
budget deficit in the past, minus the budget sur-
plus (Kirakosyan, 1999, pp. 342-343). Another
approach defines that the public debt is the size
of the state’s internal and external obligations to
its creditors (Avetisyan, 2001).

The above definitions are summarized in the
Law of the Republic of Armenia “On public
debt”, according to which the state debt is the
sum of the debt of the Government and the debt
of the Central Bank. The components of public
debt are domestic public debt, external public
debt and government guarantees (RA Law on
State Debt, 2008, article 5, article 6).

In principle, we can agree with the above def-
initions of public debt, which have almost the
same meaning. At the same time, they emphasize
two circumstances: the mechanism of the for-
mation of public debt and the formulation of
public debt. It can be concluded that the defini-
tions presented in the professional literature, to-
gether with their philosophical concepts, are not
sufficiently holistic and can be supplemented
taking into account the peculiarities of the for-
mation of public debt and how diversified its im-
pact on the economy are. We believe that public
debt is the result of financial relations, when
temporarily available funds as a result of borrow-
ing from the private sector or from abroad are
transferred to the state budget (Vardanyan et al.,
2021).

The past half century has witnessed the emer-
gence of a large literature on economic method-
ology, presenting many methodological ap-
proaches and conclusions that apply to many
schools and branches of economics. Much of the
literature has focused primarily on the fundamen-
tal theory of economics, namely the theory of
equilibrium resulting from bounded rational in-
dividual choice, but macroeconomics is of enor-
mous importance in determining the appropriate
responses to the recession since 2008 in the daily
work of economists, coupled with the rapidly
increasing role of empirical and experimental
research, finding responses in methodological
inquiries (Backhouse & Fontaine, 2010).

Reinhart, Rogoff and Savastano (2003) stud-
ied the cycles of capital flows to developing
countries over the past two hundred years and
came to the conclusion that debtors and creditors
change, however, the nature of the cycles has
remained the same over time. When interest rates
and stock profitability are low and liquidity is
high, investors look elsewhere for high profita-
bility. At such times, it is easy for developing
country governments to raise funds from external
sources, which they do. But history has shown
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that for many countries, raising debt leads to in-
solvency.

A history of multiple defaults suggests that
large capital inflows to such countries end in in-

solvency. According to these authors, the ac-
ceptable upper limit of public debt is specific for
each country and depends on the history of pre-
vious defaults and the history of inflation.

Table 1.

The History of Defaults of European Countries until the 20" Century
(Kyurumyan, 2014, p. 53)

1501-1800 years of defaults 1801-1900 years of defaults Total
Quantity Quantity
Spain 6 1557,1575,1607,1627,1647 7 1820,1831,1834,1851,1867, | 13
1872,1882
France 8 1558,1624,1648,1661,1701,1715, | - - 8
1770,1788
Portugal 1 1560 5 1837,1841,1845,1852,1890 6
Germany | 1 1683 5 1807,1812,1813,1814,1850 6
Austria - - 5 1802,1805,18611,1816,1868 | 5
Greece - - 4 1826,1843,1860,1893 4
Bulgaria | - - 2 1886,1891 2
Poland - - 1 1814 1
Russia - - 1 1839 1
Total 16 30 46

Public debts are high and rising. And the
world worries. Academic economists worry that
the “long-term trend in debt accumulation seems
inconsistent with [these] theories of optimal gov-
ernment debt policies” (Yared, 2019). Portfolio
managers and financial regulators worry about
the shrinking universe of safe assets, excessive
risk-taking, and the corresponding threats to fi-
nancial stability. International financial institu-
tions worry that if history is any guide, (e.g.
Sandleris, 2016) current debt levels likely carry
the seeds of future trouble involving some pain-
ful combination of sovereign default, high infla-
tion, and financial collapse (Debrun et al., 2019).

In the case of some debt-intolerant countries,
its maximum permissible volume does not ex-
ceed 15 percent of GDP. According to Reinhart,
Rogoft and Savastano, knowing the level of debt
intolerance is important for making decisions on
the stability and restructuring of debt, the integra-
tion of capital markets and the volumes of funds
raised from external sources to mitigate the ef-
fects of the crisis.

Eden, Kraay and Qian (2012) studied 118
cases of default and 282 cases of foreign invest-
ment expropriation by 172 countries in 1970-
2004 and concluded that although defaults and
expropriations occur in the same countries in the
long run, they do not in the short run. In only five
cases, these events occurred in the same year.

Defaults are more likely to occur after periods of
rapid debt accumulation when economic growth
is low.

Bi, Shen and Yang (2014) examined the ef-
fects of fiscal consolidation and government
spending under different levels of debt burden
and found that fiscal consolidation has a negative
effect on GDP. In cases of high debt burdens,
increased government spending pushes the econ-
omy closer to fiscal policy limits, increasing risk
and the associated premium that investors over-
look, as well as the likelihood of default. With
high debt burdens, the expansionary effect of
government spending growth is smaller than
with low debt burdens and may increase the
probability of default.

According to Stiglitz, the costs associated
with servicing the public debt of a number of
developing countries exceeded twenty-five per-
cent of exports (Stiglitz, 2002) and even fifty
(Stiglitz, 2007). Stiglitz also refers to the so-
called “odious” debt provided for political pur-
poses during the Cold War, and expresses the
opinion that nations should not pay for these
loans instead of the enriched ruling administra-
tion, and creditors themselves should take into
account the possibility of losing their money in
such cases. Today, the citizens of Chile continue
to pay the debts taken by the Pinochet govern-
ment, the citizens of the South African Republic
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continue to pay the apartheid debts, until recent-
ly, Argentina was still paying off debts incurred
to finance a “dirty war” waged against its own
people by the junta that seized power in 1976-83,
during which nearly 30,000 Argentinians went
missing. The legislative acts of Lebanon and Tu-
nisia determine the maximum relative amount of
public debt (as a percentage of GDP), and the
legislation of Zambia sets the maximum absolute
amount of debt (World Bank, 2007). In a number
of countries, such as Bulgaria, Colombia, Costa
Rica, Croatia, Indonesia, Lebanon, Sri Lanka and
Tunisia, the maximum limit on the amount of
debt that can be raised is set in the state budget
laws. The laws of Bulgaria, Colombia, Croatia,
Pakistan and Tunisia limit the maximum annual
amounts of guarantees provided by the state
(Kyurumyan, 2014).

For example, studying the current debt prob-
lem of China, we consider it important to note
that the debt of local governments is subjected to
a special analysis.

The current local government debt problem in
China has a long history, there are many prob-
lems, and the potential risks are enormous.
Therefore, the Chinese central government and
its subordinate governments are required to grasp
the essence of local government debt problems,
and based on their own functions, adopt effective
measures to gradually resolve the debt problem
and further reduce the local government debt
risk. The reasons for the local government debt
in China, such as the mismatch between the local
government’s power and financial resources, the
concept of political achievements, and the rule of
law and the rule of law reform of the financial
market mechanism all take time. It needs to take
into account the applicability of the current Chi-
nese fiscal system; it is necessary to carry out a
slow experimental trial and error to get a better
solution, and the current economic situation of
each province adopts a soft landing method to
gradually carry out governance.

In the international community, the financial
risk management mechanism generally adopts a
quantitative management model. Then, on basis
of quantification, according to the overall eco-
nomic development of the country, a “linear in-
dicator system” is established, and a “warning
signal” with visual significance is also used.
“Lights to monitor the current debt size”. When a
debt problem arises, effective measures can be

taken to monitor the debt at the first time. How-
ever, China’s current debt situation is relatively
complicated, and there are many kinds of debts,
and most of them are still in the form of implicit
debt. Even if they have corresponding manage-
ment measures and systems, they are subject to
various objective conditions for local govern-
ments. The constraints cannot be perfected like
the international community, in order to monitor
and warn government debts (Zou, 2019).

According to a report from the Jubilee Debt
Campaign, there are currently 24 countries fac-
ing a full-blown debt crisis, with 14 more on the
verge. Globally, there is about $200 trillion of
debt on the books (Kalantari & Sholes, 2019).

Although the poor and disenfranchised of the
world play no role in negotiating these loans, in
debt crises they usually end up paying the price.
So when a country borrows money, who or what
is the “economic agent” responsible for taking on
the debt? Can traditional economic theory ex-
plain why we face debt crises and how we can
get out of them? Or do we need a new economic
model that dispels some of the myths of the tra-
ditional model and offers a more ethical solution
to the global debt crisis? (Kalantari & Sholes,
2019).

The goal of minimizing the cost of servicing
the public debt J. Tobin complements the issue
of currency stabilization (dram, currency), be-
lieving that only such debt management can be
beneficial for the state. At the same time, J. To-
bin (1963) supports this point of view also be-
cause, in his opinion, it is impossible to clearly
distinguish between the spheres of public debt
management and monetary policy, as well as the
activity spheres of the Central Bank and the
Treasury.

The definition of the goal of public debt man-
agement by Keynesians has received various in-
terpretations. According to these theorists, the
public debt was considered as a factor in achiev-
ing and maintaining economic stability, there-
fore, in this case, the public debt management
policy is aimed at improving the efficiency of the
economic incentive system (Hansen, 1997). In
this case, the costs associated with interest pay-
ments on the public debt are minimized until, so
far, it contributes to the stabilization of the econ-
omy. That is, the state at the stage of economic
recovery should mainly issue long-term obliga-
tions, which, in turn, is due to an increase in the
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interest rate and investment demand. But during
an economic downturn, based on judgments
about the stabilization of the economy, it is nec-
essary to issue short-term loans to compensate
for excess liquidity (Bayadyan & Markosyan,
2014).

The Philosophy of RA Public
Debt Management in Recent Years

As known, the main blow of the global financial
and economic crisis occurred in 2009, which be-
gan with the US mortgage market, and then
spread to the whole world. By some estimates,
the crisis was the deepest since the Great Depres-
sion of the 1930s. The crisis affected all coun-
tries, including the Republic of Armenia. Neither
the country’s government nor the private sectors
were prepared for this unprecedented crisis. In
such circumstances, sound debt management
plays an important role in process of public sec-
tor financial management. This obtains more im-
portance for countries with small and open econ-
omies, when the domestic economy has limited
resources, and the government is forced to raise
debt to implement a fiscal policy conducive to
economic growth.

Therefore, in such a situation, the government
should be sure that the borrowing policy in the
future will not lead to an unstable situation, will
not increase financing costs to an unacceptable
and extreme level, or will not make the country
vulnerable to the development of the external
world. This requires the implementation of an
effective debt management system, which under
favorable conditions can reduce negative impacts
and mitigate potential risks (Chinaryan, 2012).

It is worth noting that during the last financial
and economic crisis, almost all especially devel-
oped countries had to conduct an unprecedented
stimulating economic policy in order to revive
their economies... As a result, for example, in the
USA and many countries of the European Union,
the public debt crossed the threshold of 100% of
GDP, and the monetary policy interest rate
reached the zero lower limit’.

2 The European Central Bank reduced the asset purchase
program from September 2018 and stopped it complete-
ly at the end of the year.

The economic and political reasons for in-
creasing government debt are well understood
and instruments have been deployed at both the
national and the EU level, to stop and possibly
revert the upward trend. However, results have
been mixed at best. There are countries who have
followed and will continue to follow a prudent
course of action and thus manage to keep gov-
ernment debt comparatively low or broadly sta-
ble. At the same time, there are quite a few coun-
tries who, for a number of reasons, did not man-
age to keep government debt from growing rela-
tive to GDP.

The economic and political reasons for in-
creasing government debt are well understood
and instruments have been deployed at both the
national and the EU level, to stop and possibly
revert the upward trend. However, results have
been mixed at best. There are countries who have
26 followed and will continue to follow a pru-
dent course of action and thus manage(d) to keep
government debt comparatively low or broadly
stable. At the same time, there are quite a few
countries who, for a number of reasons, did not
manage to keep government debt from growing
relative to GDP (Larch, 2022).

With the aim of an adequate response of the
RA to economic developments in 2020 and in
the medium term, the following priorities were
set for fiscal policy (Government Debt Strategy,
2020):

1. Anti-circuit policy. In accordance with the
system of fiscal rules in 2020 fiscal policy
will be an incentive to counteract the econom-
ic shock caused by the outbreak of the
COVID-19 pandemic and the imposed eco-
nomic restrictions. And starting from 2021,
fiscal policy will have a neutral orientation.

2. Stimulating long-term economic growth. Fis-
cal policy in 2020 will deviate from the
“golden rule” of state finances, which requires
that the volume of government borrowings in
a given year should not exceed the volume of
state investments, and current expenses
should be covered by own revenues. From
2021, fiscal policy will return to the “Golden
Rule”. Under the “Golden Rule”, increasing
the role of capital expenditures directed to
state infrastructures will allow to promote
long-term economic growth and ensure the
stability of the state debt in the long run due to
GDP growth.

97 WISDOM 4(24), 2022



Ashot MATEVOSYAN, Ani GRIGORYAN

3. Maintaining financial and debt stability. The
reduction of tax revenues of the state budget
in the context of the COVID-19 pandemic
and the growth of current expenditures and
lending to the economy due to anti-crisis ac-
tions will lead to a significant deviation of the
debt burden of the RA Government from the
threshold of 50% in the GDP. In the medium
term, the objective of fiscal policy is to
smoothly reduce the debt burden to 54.7%
(Statistical Data (2022), and then to ensure the
government debt burden reduction target of
50% of GDP in the following years.

Conclusion

The overwhelming majority of scientific publica-
tions on external public debt management refer
to quantitative analyzes of the latter. Despite the
fact that the results of such an analysis indicate
possible scenarios of debt policy pursued in the
future by politicians and performers, as well as
possible obstacles associated with them, never-
theless, it is necessary to conduct a qualitative
analysis to interpret the effectiveness of the use
of borrowed funds, and also indicate the most
effective directions of using them.

However, as in many countries, in RA as
well, from the point of view of universal philo-
sophical understanding, there is still a strong
need to increase the effectiveness of debt policy
implementation.

In the article, based on the conclusions arising
from the conducted scientific research, the au-
thors made the following accents:

1. to introduce the need for a qualitative analysis
of the external public debt management strat-
egy in combination with the basic data of
quantitative indicators;

2. the need for legislative corrections on other
indicators, in particular, the ratio of domestic
public debt / GDP, the ratio of domestic pub-
lic debt / external public debt, as well as the
establishment of maximum thresholds for the
above indicators, taking as a basis the indica-
tors recorded in previous years;

3. to increase the provision of accountability and
transparency of information on the direction
of use and the direction of attraction of exter-
nal public debt.

4. As known, the external state debt is involved
in order to finance certain investment pro-
jects. We believe that ensuring the accounta-
bility of the used funds will also help ensure
that the debt funds involved in the legislation
are addressed to the specific investment pro-
gram.

5. Taking into account the prototypes of Euro-
bonds issued by RA in the international capi-
tal market in recent years and the directions of
their use, it is allowed to emphasize that in the
structure of the RA state debt, the debt de-
nominated in foreign currency is a predomi-
nant part, and also the directions of use of the
involved funds do not correspond to capital-
creating directions.

6. We consider it necessary to emphasize that
the implementation of a stimulating policy
aimed at issuing and purchasing government
Treasury bonds on the domestic market by
the RA Government in the long term may
significantly weaken the share of debt quoted
in the currency existing in the structure of the
RA government debt. The latter is considered
quite risky, since in the context of debt man-
agement it increases the risks of refinancing
and the exchange rate.

Thus, despite the fact that in 2008 the RA
Government managed to overcome the challeng-
es caused by the financial and economic crisis,
since it did not have a very high level of public
debt, nevertheless, in the current situation, when
the debt-to-GDP ratio in 2020 was 63.5%", ex-
ceeding the threshold set by the RA legislation in
60%, additional global shocks caused by the cur-
rent geopolitical situation, the irreducible high
level of debt can have an extremely negative im-
pact on the financial and economic system of the
RA.

Due to the continuous growth of the state
debt, the authors emphasize the urgency of addi-
tional multilateral analyses, in the context of en-
suring the consistency of the decisions of the RA
Government on the injection of foreign state debt
and the addressability of the policy adopted and
implemented by the latter.

3 As of December 31, 2020, the debt of the RA govern-
ment exceeded 60% of GDP, making 63.5%. Based on
the presented RA fiscal rules, it is planned to implement
fiscal consolidation, reducing the government’s debt
from 60% of GDP by 2026.
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