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Title of the Course: Public Economics

Prerequisites for
the course:

NIL

Objective:

To familiarize the students with concepts of welfare
economics, market failure, tax , public expenditure, etc.

Contact
Hours

Content:

1. General Equilibrium and Welfare Economics

Perfect Competition and Pareto Optimality. Social Welfare
Functions. Fundamental Theorems of Welfare. Compensation
Tests.

2. Market Failure

Externalities and Market Processes. Market Failure and the
Theory of the Second Best. Information asymmetry and Third
Best Policies.

3. Theory of Public Goods
Voting Models - Public goods allocation mechanism and
Efficiency Conditions

4. Theory of Taxation

Principles of Taxation —Principle of Fiscal Neutrality, Excess
Burden, Doctrine Principle of Equity, Benefit Principle,
Bowen and Lindhal Models, Ability to pay Principle

S Application of Taxation Principles in Developing
Countries

Meaning, Types and Measurement of Taxable Capacity.
Incidence of Tax- Issues in Efficiency and Equity, Deadweight
losses. Theory of Optimal taxation.

6. Theory of Public Expenditure:
Criterion for Public Expenditure- Cost Benefit Analysis,
Social Rate of Discount, Shadow Prices.
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Pedagogy:

lectures/ case analysis/assignments/class room interaction
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Learning

Outcomes

The students will be able to understand the fundamental
theories of public economics, reasons for market failure and
taxation
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