
The Equilibrium-Relative Commodity Price with Trade-Partial Equilibrium Analysis, Offer 

Curves, The Equilibrium-Relative Commodity Price with Trade: General Equilibrium 

Analysis and Relationship Between General and Partial Equilibrium Analysis and Terms of 

Trade. 

Factor Endowments and Heckscher-Ohlin Theory 

Assumption of the Theory, Factor Intensity, Factor Abundance and The Shape of Production 

Frontier, Factor Endowments and the Heckscher-Ohlin Theory and Empirical Tests of 

Heckscher Ohlin Theory. 

Trade Restrictions: Tariffs 

Partial Equilibrium Analysis of a Tariff, The Theory of Tariff Structure, General Equilibrium 

Analysis of Tariff in a Small Country, General Equilibrium Analysis of a Tariff in a Large 

Country and The Optimum Tariff. 

Non-Tariff Trade Barriers and the New Protectionism 

Import Quotas, Other Non-Tariff Trade Barriers and The New Protectionism, The Political 

Economy of Protectionism, Strategic Trade and Industrial Policies. 

Economic Integration: Custom Unions and Free Trade Areas 

Trade Creating Custom Unions, Trade Diverting Custom Unions, The Theory of the Second 

Best and Other Static Welfare Effects of Custom Unions and History of Attempts at economic 

Integration. 

The Balance of Payments of Pakistan 

Some Theoretical Aspects, History of Balance of Payments of Pakistan Economy, BOPs 

Equilibrium, Pakistan’s Balance of Payments, Pakistan’s Balance of Payment Problem, 

Current Position, Main Causes of Imbalance in Balance of Payments of the Economy and 

Solutions to the BOP Problems. 

Recommended Books: 

 Paul R. Krugman and Maurice Obstfeld, International Economics: Theory and Policy, 

Addison Wesley, Latest edition. 

 Donomick Sal Vatore B., International Economics: Prentice Hal, Latest edition. 

 

Code: ECON-401 

Title: Public Sector Economics 

Credit Hours: 03 

Prerequisite:  Intermediate Microeconomics and Intermediate Macroeconomics 

Objectives: 

The main objective of this course is to develop an understanding of the impact of government 

policies on resource allocation and equitable distribution of income. Public sector economics 

helps to analyze and identify the effect of public 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 Contents 

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 

expenditure, Main sources of public revenue. 

Public Expenditures 

Causes of public expenditure growth, Major theories of public expenditure, Wagner’s Law of 

public expenditure, Colin Clark (Critical Limit) Hypothesis. 

 

Market Failure 

Externalities, Types of externalities- negative externality, socially optimal output, Positive 

externality, internalizing externalities, Coase theorem, Implications for income distribution. 

Public Goods 

Public goods excludable, public goods non excludable, Rivalarous and non rivalarous in 

consumption, Excludability and non-excludability, Concept of free rider, Asymmetric 

information, Adverse selection and moral hazard. 

Cost Benefit Analysis 

Private and social costs, Types of cost and benefits, Criterions for cost benefit analysis, Project 

evaluation, Concepts of NPV (Net Present Value), IRR (Internal Rate of Return) and their 

economic applications. 

Introduction to Taxation  

Desirable characteristics of a tax system, choosing among different tax system, Types of taxes- 

direct vs indirect taxes Tax incidence in competitive markets and without perfect competition, 

Equivalent Taxes, Factors affecting tax incidence. 

Taxation and Economic Efficiency 

Theories of taxation- The cost theory, the benefit theory, the ability to pay theory- Subjective 

approach, Objective approach, Progressive, Proportional and Regressive taxes, Degressive tax, 

specific and advalorem tax, single and multiple taxes, Impact of tax vs incidence of a tax. 

Specific tax incidence, Differential tax incidence, balanced budget incidence. Concept of 

optimal taxation. 

Deficit Financing and Public Enterprises 

Consequences of Government deficits, improving the budgetary process, Managerial problems 

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, Income Distribution and Welfare Reforms State and Local 

Public Economics: Overview of Fiscal Policy in Pakistan. 



Recommended Books: 

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

 Ted Gayer and Harvey S. Rosen. (2010). Public Finance- 10th edition. 

 Ronald C. Fisher, (2006). State and local public finance-3rd edition. 

 Govt of Pakistan, Economic Survey, yearly publication, Ministry of Finance, Economic 

Advisory Wing, Islamabad 

 Reports of State Bank of Pakistan 

 Reports of World Bank 

 

 

Code: ECON-405 

Title: Econometrics-II 

Credit Hours: 03 

Objectives: 

This course follows up the data analysis and data estimation techniques included in 

Econometrics I. The major objective of this course is to enable the student for competing in a 

job market where positive analysis is increasingly becoming subject to highly intensive and 

extensive analytical formulations, largely owing to the unprecedented and remarkable 

development in information technology. The main Course Contents of the course include 

panel data estimation techniques, identification problem and dummy dependent variable, the 

Logit/Probit model. Hence, this course is designed for senior undergraduates more inclined 

towards quantitative studies. The objective is to enable the students dive deep into complex 

problems of the real world economic life. The students have to learn certain computer 

packages like SPSS, E-views and Stata besides Excel. 

Lab work 

The students are required to devote at least two hours per week to computer laboratory. They 

have to attend classes to learn various Econometrics software for practical application of 

Econometric models they have learnt so far. 

Course Contents 

Matrix Approach of the Classical Linear Regression Model 

The multiple regression (K-variable) model in matrix format, Assumptions of the model, The 

Least-Squares estimation procedure in matrix notation, Properties of the OLS estimators, 

Interpretation of the Beta coefficients (β1, β2, . . ., βk), Hypothesis testing using matrix 

approach, Forecasting in OLS model, OLS estimation: variance-covariance matrix of 

estimators, Coefficient of determination, R2, in matrix notations, Correlation matrix. 

Model Specification 

Model selection criteria, Types of specification errors, Consequences of model, specification 

errors, Tests of specification errors, Errors of measurement, Model selection criteria, 

Endogeneity: where X is not fixed in repeated sampling, Nature of Endogeneity, OLS 

estimation in presence of Endogeneity, Detection of Endogeneity, BLUE estimator in the 

presence of Endogeneity, Consequences of Endogeneity in OLS estimation, Remedial 


