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Abstract

The Purpose of this paper is to determine the impact of the fiscal policy on GDP in Pakistan
using time series data for the period 1980-2014. Asymmetry in the fiscal policy will be
explained by Direct taxes ,indirect taxes, development expenditures and current expenditures.
ARDL model is used for the analysis. The outcome supports two key conclusions. Current
expenditures and indirect tax do not have asymmetry in their model while development
expenditure and direct tax have asymmetry in their model. So the policy makers can see the
increasing and decreasing Direct taxes and development expenditures they can make sure that
the effect might not be same and opposite. This study will provide help in determining the
importance of fiscal policy for the development of Pakistan.
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Chapter 1

Introduction

1.1 History:

An economy in which consumers and producers are freely permitted to manage .They can
trade ,buy and sell without the taxes ,subsidies and regulation. Basically a market economy
with no government control is a free market.

The price changes can induce different reactions from producers and the customers. The
rising prices usually increase supply and discourage demand. On the other hand the declining
prices decrease supply and increase demand.

In a market where there is no government control there will be a price which balances
demand and supply this price is known as equilibrium price. The demand and supply side
both want the resource that the other one has and therefore there’s a reason to involve in an
interchange.
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