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Financial instability of the world capital markets sub-
stantially aggravated the economic situation in par-
ticular countries. Public debt of many countries could 

not remain intact being one of sources of financial capital.
The matter of government borrowings has been a 

contentious issue for centuries. Nowadays the economists 
understand that public debt is a huge source of financial 
capital for economy, the basis for investments and economic 
growth. Together with that, there is common understanding 
of the necessity to stabilize the public debt at a reasonable 
level. The recent financial crisis revealed the danger of inef-
fective public debt management. The theme of public debt 
has been considered by different authors, such as J. Tobin, 
R. J. Barro, R. Dornbush, M. Draghi, H. Bohn, E. J. Elton,  
M. J. Gruber, A. Missale and others. The Ukrainian scholars 
O. Baranowkij, T. Bondarchuk, T. Vakchnenko, V. Kozyuk, 
S. Koba, L. Novosad, I. Radionova, V. Shpachuk substantial-
ly contributed to the study of public debt.

Recent events in the European countries known as  
PIIGS (Portugal, Italy, Ireland, Greece and Spain) exacer-
bated the public debt repayment and stimulated attention of 
leading economists trying to resolve this problem. The aim 
of the article is to analyze tendencies of incurring public debt 
in different countries, to investigate current problems related 
to the government indebtedness in European countries.

According to Article 2 of the Budget Code of Ukraine, 
public debt is the total amount of liabilities, which comprise 
all issued outstanding obligations including liabilities which 
arise due to state guaranties on credits as well as liabilities 
which arise as legal or contractual obligations. The require-

ment of the Budget Code of Ukraine is maintaining public 
debt less then 60% of GDP. The Maastricht Treaty similarly 
requires the member states of European Union to maintain 
government debt at 60% [1]. 

However, as we can see from comparative statistics of 
the EU countries the debt to GDP ratio has never been lower 
than 60%.

When the euro was launched as the single European 
currency the average figure of European countries liabilities 
was nearly 70%. After introducing the euro the majority of 
the countries managed to decrease their obligations. Finan-
cial instability caused the growth of government debt in 
most of the European countries.

Greece was the first country that faced serious prob-
lems of its payment system. It joined the European Union in 
2000 with the economic system being not ready for this. In 
2004 it became obvious that there was understatement of 
some statistical data in Greece: in 1996 the actual figure of 
budget deficit was 6,6%, but not 4% as it was shown in of-
ficial sources. In 2009 the Greek public debt reached 113,4% 
of GDP (Picture 1).

Public debt in Spain is lower than in Greece and ac-
counts for nearly 66% of GDP, but at the same time the 
budget deficit was 11,4% of GDP in 2009 (the cap set by the 
Maastricht Treaty is 3%). Contemporary economic analysts 
believe that a country can safely pay its public debt if the 
monetary equivalent of incremental GDP is higher than an-
nual debt payments. However, in the opinion of the IMF, 
Spain will be the world major economy not to post year-on-
year growth in 2010 and its economy will expand only 0,9% 
in 2011 [8]. In view of that mentioned above, repayment of 
debt by Spain remains problematic.

In Paul Krugman’s view Europe adopted a single cur-
rency «before the continent was ready for such an experi-
ment». Of course, there were obvious advantages of join-
ing the euro, but the downside of Euro zone membership is 
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inability for its members to depreciate their currency and 
improve their balance of payments. In the article «The Mak-
ing of a Euromess» P. Krugman stresses that it is the inflex-
ibility of the economy that is the basis for crises, but not 
the problem of deficit. The single European currency could 
be in a stronger position if supported by common budget, 
social and tax policy. The problem is expected to worsen in 
the next few years. By the end of 2010, more than half of the 
countries comprising the European Union are projected to 
surpass the maximum of 60% debt-to-GDP ratio mandated 
by the EU necessary the financial stability [4].

Regarding the state budget of Ukraine, during last years 
we could observe the tendencies of rapid growth of the pub-
lic debt amount and worsening debt structure of the country. 
During 2007 – 2010 public debt has skyrocketed from 17,573 
to 33, 517 billions dollars, only during January- September 
2010 it has grown for 28,3% [6]. The IMF expected public 
debt to reach 40 – 41% of GDP till the end of 2010 (compar-
ing 32 – 33% in 2009). The main feature of Ukrainian govern-
ment debt is the large external debt (Picture 2).

 In 2009 it accounted for 73,36% of the total indebt-
edness. In September 2010 the amount of external debt of 
Ukraine was 21,832 billion dollars. The problem arises in 
rapid growth of external borrowings during last years, for 
example, during January-September 2010 external indebt-
edness has grown for 28,3% or for 4,809 billion dollars. The 
main sources of external debt increasing were IMF credits 
and issuing of Eurobonds; rise of euro also has made big im-
pact on the amount of indebtedness. 

On the 6th of November 2008 the IMF extended 
credit to the Ukrainian government in the amount of 16,4 
billions USD, government has received just 10 billions USD. 
But in 2010 new arrangement with the IMF was set up a 
about receiving 15,15 billions dollars during next 2,5 years, 
the IMF allowed to use first 2 billions USD for recovering 
budget deficit of Ukraine. Besides in 2010 Eurobonds were 
issued for the sum of 2 billions USD [7].

We must admit that according to the IMF research, 
budget deficit in Ukraine in 2010 will account 6,5%, in 
2011 – 3,5%. Its lower comparing 8,9% in 2009, but still high, 
that makes risks for the government. Besides the amounts of 
debt payments are considerable (Picture 3). 

 These figures are representing the direct government 
indebtedness; besides the public debt of Ukrainian govern-
ment includes liabilities of state and state guarantees on 
borrowings of business entities received from international 
organizations, which make high risk for the government in 
the case of financial instability. Besides public debt doesn’t 
comprise liabilities of local authorities. There is a legal con-
straint of 10% of local budget expenditures, which can be 
paid as local debts. The government is not responsible for 
local authorities’ liabilities but controls them (it is worth 
mentioning that in Denmark and Germany local govern-
ments are not allowed to borrow money for operational 
spending). The analysis of official statistics proves that a 
detailed debt structure of the country is not reflected in in-
tegrated official sources. 
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Picture 1. Public debt to GDP, % [5; 6]

Picture 2. Public debt of Ukraine: external and internal one, thousands USD [6]
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The leading Ukrainian economists believe that neces-
sary fundamental changes in debt management should in-
clude the following:

	in legislation base – a law on government debt as 
legal foundation;

	better public control over spending funds received 
from international institutions;

	transforming the external debt into internal one, 
since the problem of liquidity can arise [2].

The system of managing state debt, system of indica-
tors and controlling of payments should be set up. 

Conclusions
Financial instability attracted attention of leading 

economists and general public to management of the pub-

0,00

20 000,00

40 000,00

60 000,00

2011 2012 2013 2014

Picture 3. Public debt: amounts of payments and services, mln. UAH [6; 7]

lic debt. It is necessarily to 
introduce the common legal 
framework of government 
debt estimates in interna-
tional practices. 
Very important issue is pub-
lic control of debt statistics, 
which can prevent cases of 
understatement of govern-
ment indebtedness. 
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Кредитный союз – это неприбыльная организа-
ция, основанная физичческими лицами, про-
фессиональными союзами, их объединениями 

на кооперативных началах с целью удовлетворения 
потребностей ее членов во взаимном кредитовании ип-
редоставлении финансовых услуг за счет объединенных 
денежных взносов членов кредитного союза [1, ст. 1]. 
Все члены кредитного союза имеют равные права, в том 
числе в случае голосования на общем собрании, незави-
симо от размера паевого и других взносов [1, ст. 2, ч. 2,  
п. 2]. Самоуправляемая организация, функциониру
ющая на началах добровольного вступления членов, 
кредитный союз (КС) призван удовлетворять потреб-
ности своих членов в дополнительных средствах в слу-
чае возникновения некоторой необходимости.

Исследованию проблем формирования и функцио
нирования кредитныъх союзов на Украине посвяще-
ны работы, которых не так уж и много в сравнении с 
комплексом проблем, встающих в этой сфере финан-

совых отношений. Нормативная база формируется 
законом Украины [1] и распоряжениями Госфинуслуг 
(укр.– Держфінпослуг) [2; 3]. В практической плоскос-
ти следует обратить внимание на материалы, носящие, 
преимущественно, учебный и методический характер 
[4; 5]. В теоретическом плане следует отметить работы  
Л. А. Примостки, Р. Р. Коцовской и др. Однако в теорети-
ческом плане проблемы кредитных союзов исследуются 
недостаточно. Одной из причин тут следует назвать, 
наверное, небольшой объем финансовых операций, осу-
ществляемых КС в сравнении с коммерческими банка-
ми (КБ). Так, 152 коммерческих банка по состоянию на 
01.09.2010 г. имели активы в объеме 836955,7 млн грн  
[6, с. 6]. А вот 150 кредитних союзов Национальной ас-
социации кредитних союзов Украины (НАКСУ) по со-
стоянию на 01.07.2010 г. имели активов в объеме 686,541 
млн грн [7, с. 29]. Разница в масштабах деятельности 
совершенно очевидна. Да, можно говорить о неполном 
списке банков и неучтенных тут кредитных союзах Все-
украинськой ассоциации кредитных союзов (ВАКС),  
а также тех союзах, которые не входят в состав назван-
ных ассоциаций. Все же, сколько не добавляй к 0,08% 
(приблизительно столько, составляют активы КС к объ-
ему активов коммерческих банков), все равно их весо-
вые категории будут разными. Одновременно следует 
отметить весомость фактора КБ для рынка финансовых 
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