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. ODUCTION: Vv 219

" or exte
1 ;Zred e r;‘ii SOurces, In modern times public debt is

. sources of resource
namely (1) It is the quickest
ahsorb the surplus funds
ductively economic growth ean b Jnge -
ice the modern governments to e g
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ile mobilising funds public debt i‘ﬂe overnment
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the economy durmg
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governments should be 3 siabl e o
est. Moreover, public ¢ > repayment of
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should be kept within li '

S OF PUBLIC DEBT:
’ublic debt is of various t :

Internal Debt and Extern: t which is
mobilised within the coun

terms of the local
according to the
voluntary or compu
refers to the loans .' '
foreign governments or i
paid in terms of for
conditional, while i Hwh;
are uncertain. Hence it E
In the case of internal Ic
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loans, there will be

at the time of
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resources at the time of repayment as the principa] am
has to be repaid along with interest. Ol

(2) Productive and Unproductive Debt: Loans wh;q,
mobilised by the government for productive purpgg, e
development of industry, agriculture, infrastructyre Ets like
called as productive debt. Such projects will yield substt o |
feévenue to the government and hence repayment of debatnh.a |
not -be burdensome. Such loans are self financing o, Wij|
liquidating in nature. ﬁ.!t 18 not necessary for the g'cwemms{elf
to levy additional taxes to repay such public depy

which do not result in the ¢ %’ additional assets ¢,

raised for the p rpose aging a war or for mcun?:S
regular  administrativi diture are said ¢, bE

unproductive. Such I 0t self financing in p

Hence additional taxe be levied for re iR

such loans. . - jirent of

(3) C?mpulsoty and - : se debts which are
raised by the gove reion are known

compulsory  debts ich -
ulsory deb 1 are volunt
~ contributed by the oluntary debt. i

‘ ts consist of
K exchange. Itisa
1e loan has to be
maturity. It is
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: led as redeemable and
ment 1S specifi are those | ich date of
repay™ Pecified, Jrroq ¢ in which date o
s ' eem;?led loans are those in which
ecifies the paymeny of ¢d. While the government
P intere.t h"‘r it does not indicate the

Amount. Redeemable loans are
7ans as they involve certainty and

jr functions effectively, the povernm
" _urces. Public debt is one of ;___ ‘e
emment. OVer a period of time, |
' eased consid'erably. Along with the
rrowing, servicing of public debt
_ificantly. It is necessary for the go
sould repay its public debt lar
rden. Fiscal solvency refers to the abilit
epay its debt on maturity. If the §
epayment of debt is 'b rdensome. Fis:
govemment to mobilise funds easily. Se
ierest, early redemption, using
sound policies of public debt manage
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enders and public which will help
source more effectively in future.
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(2)

_ \ nue wipy o
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iod of time. Once such a fund is cregpe |
- 410U necessa to imPose new » y thE’

lic deb . times, this fund may ;:s for
b ' :-. pencies. 'I'hey Set aside aUSEd

:-.?_.;,-iii of debt in the SP&rt
€thod 1s a slow process 32;9
onsider this as the best methoq
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. Of funds and when the rate
nt might have borrowed 3t
e hugh. When the interest
ert the old loans into new
overnment to reduce the
10N is not redemption. I

- |
|._l . 4 q i _4 ®
1

overnments  impos
debt. It imposes
wer, resources will b¢
L 1olders and the

=
—
¥
-

year.

cdemption. ecc

+ i b . il
frw o * | B i_.j F .F: = =5 L,:a:;- ’ _ o -
. W d iJSAVSA Ly
' 4 ;,, S 11 i i . ___,_;.-*'_.1
f r‘ B r'-é f r;;r_é ..l g - ! -I.I - __F - . 1
l._‘ . .- = -i- ;'& E .-.—..l.-. F) i
.-'-. " :'l_‘-'. | " " | K

Scanned by TapScanner



ine the following:
J 0; public debt. (BAF, ggy 17)
" productive public gepy
| p) redeemable publie debt
@ runded public deby,

@ capital levy.
w _Unfunded public debt.
1 ginking fund.
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2)
3)
F4)
f 5)
3)

LB VEVE W

(€) All public debts are compulso

(d) Sinking fund creation helps in effective deb

(€) Public debt is redeemed during inflation

ry and burdensome.

t repayment.

[Ans.: (a) True (b) True (c) False (d) True (e) False]
Match the following: -

F T T B) T

AR e e :

(1) Public debt (BB, April 18) (a) Foreign exchange T
(2) Capital levy (b) Borrowing of the governmgy,
(3) Fiscal solvency (¢) Very high tax on wealth
(4) External loans d) Ability to repay public deby

[Ans.: (1-b); (2-¢); (3-d); (4 m&
Define public debt. Explain ﬂﬂ .. _
Explain the classlﬁcatlon Gf

Explain the metho:

i | 2111 I_H.t‘f_.'.'!«-' 1!
Ll sl LR L
T i R T _.1‘"
3 T fl e,

arid - types of public debt.
jebt. (BAF, April 18)
debt? (BIM, April 18)
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