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international Debt causes a leakage and 
economy shrinks 
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Foreign 
Banks 
repaid in 
hard 
currency 
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The role of interntional debt 

1.  Debt relief allows Ledc’s to use 
essential government revenues to 
grow and develop the economy 

1.  Foreign banks fear ‘moral hazard’ 
that is that loan repayment may 
be promoted and therefore 
increasing the risk of investing in 
less developed economies 

2.  Corruption raises concerns about 
debt relief. Relief for who? 



Ib questions…. 
Debt: 
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�  Reading: 
�  See Blink: FDI 4.5 
�  AAA 
�  submariner 

 
 
�  End 
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