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Public Finance

Course Code: IECOQCOD(,T
Course Title: Public Finance
Semester: 1V

Credits: 4
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creation and impleme . ~ ’
.\;” s .“ y .1.] h”,h”"”“’” of government policy. Public Finance builds on the theory of welfare
| economics and is ultimately used as the tool 1o improve social welfare.

Course Qutline:

—

g Contents No. of
; Lectures

Unit I: Public Finance and Public Goods Theory 08 ;11

Nature and scope of Public Finance: different types of Goods: Public, Private, Club and

_ \
| Merit Goods; Market failure- nature and causes; Role of Government in the provision of

| goods: Theory of Public Goods: Voluntary Exchange Theory, Ability to pay. Benefit
\ approach; Free rider problem; Externalities.
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Unit I1: Theories of Resource Mobilization
The prior-saving approach, Keynesian approach, Quantity theory of internal resource
mobilization; Tax and Non-Tax Resources; Benefits and Ability to Pay Approaches to

| Taxes; Deadweight Losses; Excess Burden: Trade-Off Between Equity and Efficiency: |
Shifting and Incidence of Tax; General Equilibrium Analysis — the Harberger model; |
| Theory of Optimal Taxation. \
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Unit I11; Theories of Public Expenditure 08 \
Theories of public expenditure-Pure, Wiseman- Peacock and Wagner; Empirical |
evidence on Public expenditure theories; Public Sector Pricing- pricing of Public
Utilities; Concept, Measurement and Magnitude of subsidies.

Unit IV: Theories of Public Debt

03
Public Debt; Sources of Public Debt; Burden Controversy of Public Debt—Classical \.
Theory, Modern Theory, Buchanan Thesis, Secondary Burden of Public Debt; Public 1\\
Debt and Inflation; Redemption of Public Debt and Debt Management: Issues related to
Public Debt Sustainability. \
i)
Unit V: Budgeting Fiscal Policy and Evaluation of Public Investment Projects 08

Budget- types of Budget; Structure of Central Government Budget; Performance rxnd
Programme Budgeting System (PPBS)- Rationale of PPBS; Zero Based Budgeting,
Theory of fiscal policy with special reference to Tndia.

Project evaluation: Cost benefit Analysis; Shadow Pricing, Discount Rate
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Course Qutcomes

Upon successful completion of the course, the candidates will be able to

I Gam msights o the role of government in the economy. including its functions. objectives, and

l:\‘ll\:u‘.\ related to taxation, spending, and resource allocation.

2 Understand the principles and tools of fiscal policy, including taxation. government expenditure.
budgeting, and debt management, and how these policies influence economic stability and growth.

3 To angl}'zc 1ssues related to public debt, deficit financing, borrowing policics, and their implications for
economic stability, intergenerational equity. and fiscal sustainability.

Text Books:

*  Hyman. D.N. (2016), Public Finance: A Contemporary Application of Theory to Policy, Cengage
Leraning

o Gruber J(2016), Public Finance and Public Policy, 7" Ed., McMillian Learning
Rosen and Gayer (2013), Public Tata Me- Graw Hill

nd P ce in Theory and Practice: Tata Mc- Graw

e, Thomson- South Western., Singapore
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