
measures. 

Categorical Variables in regression 

Nature of dummy variables, ANOVA models with qualitative variables, Regression with 

dummy independent variables, Logit/Probit models, Use of indicator variables, Multinomial 

logit/probit models. 

Simultaneous Equation Models & Estimation Methods 

Simultaneous equation models, Nature of simultaneous equations, Examples of simultaneous 

equation models from economic theory, Inconsistency of OLS estimators, Identification 

problem, Notations and definitions, Unidentified, exactly identified and over identified, Rules 

for identification, Simultaneous equation approaches to estimation, Method of indirect least 

squares (ILS), Method of two stage least squares (2SLS), Instrumental Variable approach to 

2SLS. 

Time Series Econometrics 

Concept of Stationarity, Tests of Stationarity, Unit Root test, Transforming Non-stationary 

Time Series, ARMA and ARIMA Models, Comparison of forecast based on ARIMA and 

regression models, Co-integration and Error Correction Mechanism (ECM), VAR models, 

ARCH models. 

Panel Data 

Why panel data regression models, Estimation of pool data regression models, Common 

intercept method, fixed effects model, Least Square Dummy Variables Approach, Random 

effects model, Generalized Least Square Approach, Fixed effects model vs. random effects 

model, Hausman Specification Test. 

Recommended Books: 

 Stock H. J. and Watson M. W. (2003), Introduction to Econometrics, India: Pearson 

Education. Latest edition 

 Gujrati, D. Porter, D. (2009). Basic Econometrics, McGraw-Hill Company. 5th edition 

 Jeffrey M. Wooldridge J. M., (2001). Econometric Analysis of Cross Section and Panel 

Data”, The MIT Press, Latest edition. 

 Johnston, J. & John D. (1997). Econometric Methods. The McGraw Hill Companies, Inc, 

Singapore. Latest edition/ 

 Greene W. H (latest edition), Econometrics Analysis, Pearson Education, Inc. 

 

Code: ECON-406 

Title: Development Economics-II 

Credit Hours: 03 

Prerequisite:  Development Economics-I 

Objectives: 

The course objectives are: To provide an introduction to the concepts, ideas, and strategies 

employed in the pursuit of economic development; To develop and understand basic principles 

that enable critical assessment of alternative development policies and programs. To reflect on 



the goals and objectives, implementation strategies, and successes and failures of economic 

development efforts 

Course Contents 

The Millennium Development Goals 

A case study of Pakistan  

Urbanization and Rural-Urban Migration  

The migration and urbanization dilemma, the role of cities, urban problems, urban formal 

sector, migration and economic development, economic theory of rural urban migration.  

Human Capital and Contributions to Growth 

Role of education and health in economic development, employment – issues and generation 

strategies, educational system and economic development, health measurement and 

distribution, health productivity and policy.  

Environment and Economic Development  

Environment and development: some basic issues, rural development and the environment, 

global warning and climate change: change scope, mitigation and adaptation, economic 

models of environment issues, urban development and he environment, the local and global 

cost of forest destruction, case study of developed and developing countries. 

Trade, FDI and Development 

Gains from trade, aid versus trade debate, MNC's (Multinational co-operations) advantages 

and disadvantages. Transfer of technology: ways and means. 

Foreign Finance, Investment, and Aid: Controversies and Opportunities 

The International Flow of Financial Resources, Private Foreign Direct Investment and the 

Multinational, Private Foreign Investment: Some Pros and Cons for Development, Private 

Portfolio Investment: Benefits and Risks, The Role and Growth of Remittances, Foreign Aid: 

The Development Assistance Debate, Conceptual and Measurement Problems, Amounts and 

Allocations: Public Aid, Why Donors Give Aid, Why Recipient Countries Accept Aid, The 

Role of Nongovernmental Organizations in Aid, The Effects of Aid. 

Institutions and Economic Development  

Domestic political institutions: What is democracy? Domestic political institutions and the 

IMF, Global governance: Who runs the international institutions? Why do we have a G-20? 

and what is the role of regional institutions? 

Research Articles 

Three recent research articles from well-known journal, The Developing Economies.  

Recommended Books: 

 Hirshman A. O., (1960). Strategy of Economic Development, Yale University, Press.  

 Jones H. G., An Introduction to Modern Theories of Economic Growth, (Latest Edition), 

McGraw Hills.  

 Debraj Ray, Development Economics.  



 David N. Weil, Development Economics, (Latest Edition). 

 Todaro and Smith (2014). Development Economics, 11th or 12th Edition Pearson.  

 Przeworski, Adam, Michael Alvarez, José Antonio Cheibub, and Fernando Limongi. 

(2000). Democracy and Development: Political Regimes and Economic Well-being in the 

World, 1950-1990. New York: Cambridge University Press. 

 Research Journal, The Developing Economies, Impact Factor: 0.481. 

 

Code: ECON-412 

Title: International Finance 

Credit Hours: 03 

Prerequisite: International Trade 

Objectives: 

The objective is to provide the students a detailed understanding of international finance 

Course Contents 

Foreign Exchange Market and Exchange Rate Determination 

Definition of Foreign Exchange Rates. Real, Nominal and Effective Rates. Determinants of 

Foreign Exchange Rate. Efficient F.E.R Market. Dynamic Theory of Interest and Exchange 

Rate. The Theory of Spot Exchange Rate Determination. Capital Flow and Speculations. 

Forward Exchange Market, Interest Arbitrage, Interest Parity Theory, Speculators, Hedgers 

and Traders, Forward Exchange Rate Policy. 

Purchasing Power Parity, Exchange Rates and Balance of Payments (B.O.P) 

Purchasing Power Parity (PPP): Non-Trade Goods, Balance of Payment Effect. Test of 

Exchange Rate Instability. Impacts of F.E.R. Rate Instability. B.O.P: Income Absorption 

Approach to B.O.P. Elasticities of Exports and Imports and Impact on B.O.P. The Marshall- 

Larner Conditions. Monetary Approach to B.O.P. Monetarist Critique to the Keynesian Closed 

Economy Model. B.O.P. Effects of Stabilization Policies. Empirical Tests of Monetary 

Approach to the B.O.P. WTO and B.O.P Support. Adjustment with Short-run capital Flow. 

Methods dealing with undesired Short-run Capital Flow. 

International Institution: Trade, Capital and B.O.P. 

Introduction of International Institutions, Role and Major Activities of IMF. IMF Credit Facilities. 

Loan Mechanism, Value of SDRs. The Optimum Quantity of Reserves, Optimum Interest Rate. Euro-

Dollar, Exchange and Impacts. Role of IMF in B.O.P Support and Stabilization. 

International Movements of Factors and Welfare: Impacts / Issues 

Facts on International Capital Flow: ASEAN Crisis and Role of International Institution and 

Criticism. Motive for Capital Movement: Return and Risk Diversification. Why disagreement 

on International Movement of Labour? Welfare Impacts of Labour Movements. Factors of 

Production and Price Equalization Issues. Losses of National Sovereignty. Can Developing 

Countries Compete and Gain from Trade: Terms of Trade due to Demand Pattern and its 

Impacts. What Counts for wage Differential Between Primary Goods Producer and Value 

Added Goods Producer, Competitiveness Issue. WTO: GATT and Emergency of WTO. Why 


