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Approach and welfare. Emergence Famine and Poverty.

(ii) Modem Economic Thought. Comparison of Post Keytesian and Monetarist Thoughts.
Supply side economics. Globalizatio4 Liberalization and New Weave of Economic Growth
and Welfare. New Growth Theory. Convergence and Divergence Debate. Future of
Economics, Quality and Intemational Trade and emergence of markets, New Regionalisnl
New directions of research. Environment and sustainable growth.

Recommended Books:

o Robert kkachman, (1976). A History of Economic Ideas, McGraw Hill Company.
. Economic Thought Before Adam Smith (2009), Muray N. Rothbard
. Economic Theory in Retrospect, Blaug, (1978). Cambridge Univasity Press.
o Mark Blaug, Economic Theory in Retrospect" Carnbridge University Press.
. Andre Gunder Frank. (1998). ReORIENT: Global Economy in the Asian Age, University

of Califomia Press.
. John D. Henery. ( 1992). The Future of Economics, Blackwell Publishers.
. Karl Marx and Frederick Engels. Tlre Communist Manifesto, Peoples Publishing House,

Moscow, l-atest edition.
. Ingrid Rima. (2009). Development of Economic Analysis, 7th editiorl Routledge, Taylor

& Francis Group, London.
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Tifle: Public Sector Economics

Credit Eours: 03

Prerequisite: Intermedirte Micrc+conomics and Intermediate MacroecoDomics

Objectives:

The main objective ofthis course is to develop an understanding ofthe impact of govemment
policies on resource allocation and equitable distribution of income. Public sector economics
helps to analyze and identifu the effect ofpublic policy on various macroeconomic indicators.
This course will help the students to enhance their understanding of various public policies and

' their effects on the economy.

Course CoDtents

Introduction

Introduction to public sector economics, concept of public budget, Objectives of budget,
Types of budget deficit, surplus and balanced budget, Distinction between public and private
expendifure, Main sources ofpublic revenue.

PuPllc Expendltures

Causes of public expenditure growth, Major theories of public expenditure, Wagner's Law of
public expenditure, Colin Clark (Critical Limit) Hypothesis.

Merket Feilure



Extemalitiesl Types of extemalities- negative extemality, socially optimal output, Positive
.exteinality, intemalizing ext€rnalities, Coase theorem, lmplicatiors for income distribution.

Publlc Goods

Public goods excludable, public goods non excludable, Nvalarous and non rivalarous in
corsumptiorL Excludability aud non-excludability, Concept of free rider, Asyrnmetric
information, Advbrse selection a::d moral hazard.

Cost Benefit Analysis

Private and social costs, Tlpes of cost and benefits, Criterions for cost benetit analysis, Project
evaluation, Conceps of NPV (Net Present Value), IRR (lntemal Rate ofReturn) and their
economic applications,

Itrtroductiotr to Taxrtion

Desirable characteristics ofa tax systern" choosing among different tax systern, Types oftaxes-
direct vs indirect taxes Tax incidence in competitive markets and without perfect competition,
Equivalent Taxes, Factors affecting tax incidence.

Taxitiotr and Economib Efiiciency

Theories of taxation- The cost theory, the benefit theory, the ability to pay theory- Subjective
approaclq Objective approactr, Progressive, Proportional and Regressive taxes, Degressive tax,
specific and advalorem ta)!, single and multiple taxes, knpact of tax vs incidence of a tax.
Specific tax incidence, Diferential tax incidence, balanced budget incidence. Concep of
optimal taxation.

Deficit Financing and Pubfic Enterprises

Consequences of Govemmelt defrcits, improving the budgetary process, Managerial problerns
of public enterprises in Pakistan, Theories of pricing in public sector enterprises- no profit no
loss theory Managerial cost of production theory, Average cost of production theory, Theory
of making profit.

Policies

Social Insurance and Security, lncome Distribution and Welfare Reforms State and Local
Public Economics: Overview ofFiscal Policy in Pakistan.

Recom-mended Books:

. Stiglitz E. Economics of The public sector, W.W. Norton & Co. (Latest Edition)

. Ted Gayer and Harvey S. Rosen. (2010). Public Finance- lOth edition.
r Ronald C. Fisher, (2006). State and local public finance-3rd edition.
. Govt of Pakistan, Economic Suwey, yearly publication, Minisu-y of Finance, Economic

Advisory Wing, Islamabad
. Reporu of State Bank of Pakistan
. Reporu of World Bank
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