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Public Economics

Objective: The course intends to provide basic information to students on the scope of Public
Economics, significance of government and its functions, governmental finance and its
impacts on economic development.
Unit I

Introduction

Role of Government in organized society; Private Goods, Public Goods and Merit Goods;
Market Failure: Market efficiency, Reasons for Market failure, Public goods and
Externalities.Public finance: Meaning and Scope, distinction between Private and Public

finance. The Principle of maximum social advantage.

Unit 11
Public Revenue
Sources, Classification- Tax and Non-tax revenue. Taxation-Objectives, Classification,
Canons and Effects of Taxation. Tax Elasticity and Buoyancy, Impact and Incidence of
Taxation, Theories of Taxation-Benefit Theory, Ability to Pay Theory, Principle of
Maximum Social Advantage. Characteristics of Good Taxation System.
Indian Tax System: Features, Trends in Revenue- Direct Vs. Indirect Tax, Ratio of Tax
Revenue to GDP in India, Taxable Capacity in India, Tax Evasion- Problem and Measures to
Check, GST and other Tax Reforms in India.

Unit II1
Public Expenditure and Public Debt
Public Expenditure: Meaning , Classifications, Canons and Effects of Public Expenditure,
Comparison between private and public expenditure, Wagner's Law of increasing state
activity, Wiseman-Peacock hypothesis, The Critical Limit Hypothesis, Pure theory of Public
Expenditure.
Public Debt: Sources and Effects, Public debt Vs Alternative Sources of Resource

Mobilization.



Public Expenditure and Debt in India: Public Expenditure —Need, Trends, Expenditure Policy
and Expenditure Control Measures in India. Public Debt - Debt Obligations of Central and

State Government of India: Trends, Issues and Debt Management.

Unit IV

Public Budgeting

Public Budgets-Concept, Kinds of Budgets- Balanced and Unbalanced Budgets and Defecit
Financing, Performance and Programming Budgeting, Incremental Budgeting, Zero-Base
Budgeting, Gender Budgeting.

Budgeting in India: Budget Formulation Process and Structure of Budget in India, Features of
Indian Budget, , Deficit Financing- Causes and Measures/Types, Impact of Fiscal Deficit on
Economy, Need to Control Fiscal Deficits, Trends in Fiscal and Revenue Deficit. Zero-base

budgeting in India, Analysis of Latest Union Budget.

Unit V

Fiscal Policy and Fiscal Federalism

Fiscal Policy -Objectives, Functions: Allocation, Distribution and Stabilization, Instruments
of Fiscal Policy: Budgetary and Compensatory, Functional Finance, Crowding Out and Fiscal
Policy, Balanced Budget Multiplier. Fiscal Policy in India.

Fiscal Federalism in India- Financial Issues in a Federal Set Up, Principles for Effective
Division of Financial Resources between Governments, The Problem of Financial Imbalance:
Vertical and Horizontal Imbalance, Centre — State Financial relations in India, Federal

Financial Adjustments, Role of Finance Commission, Report of latest Financial Commission.
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