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ABSTRACT

The accumulation of external debt is a common phenomenon of the Third Worl
economic development where the supply of domestic savings is low, current account payments deficit
high, and imports of capital are needed to augment domestic resources. The economic pil)sition 0: l;mks -
is precarious with unsustainable external debts. Pakistan has actually failed in maintainin a l'?al:tan'
between revenues and expenditures, which has resulted into immense fiscal crises. The debtgprobten?ci:
threatening our economic stability, sovereignty and also dignity. There are too many causes of huge
external debts of Pakistan, but in this article I have discussed how government can manage the externgal
debts to avoid threats of economic stability of the country.
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INTRODUCTION
Pakistan’s sovereignty and independent
decision making capability have
undoubtedly been adversely affected due to
influence which the lending countries and
international institutions have come to exert
upon Pakistan towards achievement of their
own vested interests. On the other hand the
loans obtained were squandered away with
out bringing about any improvement in
economic resilience of the country.
Pakistan economic woes are well known.
The real issue is about resolving them. Three
issues are unmanageable, at least for quite
some time to come. They need long-term
solution. The three issues are:

1. Foreign Debts.

2. High Fiscal deficit

3. Trade Deficit.

Foreign Debts

The debt system was inducted into in our
economic system by the regime of Field
Martial Ayub Khan in 1958. Ditferent
experts are in view that debt is not a bad
thing provided that economy grows quick
enough to provide the tax revenues needed
to meet interest payments on time. That
will increase capital inflow and will have
positive effect on economic growth and
standard of living of the peoples. The
increase in external debt from $ 5 billion in
1988 to $ 38 billion today is directly tied to
poor economic planning and its associated
corruption, unlimited power of Executives
etc. (Pervez, 1998)
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Source: Annual Report of State Bank of
l'dk;atull, 2000
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