
PPSC Economics Topic 10 Public Finance

Sr Questions Answers Choice

1 Negative taxation refers to.
A. Tax rebate
B. Subsidies
C. Tax evasion
D. Tax avoidance

2 If the autarky price of S were lower in country A than in country B, then if trade were allowed.

A. A would likely exports s to B
B. A would likely import s from B
C. Neither country would want to
trade
D. None of the above

3 The overall Budget Deficit is financed from

A. External borrowing
B. Non bank borrowing domestically
C. Bank borrowing plus the above
two at a and b
D. None of the above

4
Suppose that the domestic government allows a specific number of goods to be imported
each year but it does not spicily from where the product is shipped or who is permitted to
import such a trade barrier is known as

A. an import tariff
B. A tariff rate quota
C. A selective quota
D. A global quota

5 The theory of ___________ suggests that government can assist domestic competitors.
A. International dumping
B. Countervailing duties
C. Strategic trade policy
D. Export promotion policy

6 A depreciation of the dollar will have its most pronounced impact on imports if the demand
for. Imports is.

A. Constant
B. Inelastic
C. Elastic
D. Unitary elastic

7 The nation, that, following currency depreciation, the balance of trade falls for a while before
increasing is called a ________ effect.

A. Relative price
B. Elasticity
C. J- Curve
D. Pass through

8 Expansion in money supply stems from.

A. Increasing the cost of bank credit
B. Reducing availability of bank credit
C. Reducing the financial cost of
bank credit
D. None of above

9 Ad valorem tariffs are collected as

A. Fixed amounts of money per unit
traded
B. A percentage of the price of the
product
C. A percentage of the quantity of
imports
D. All of the above

10 Which of the followings is NOT component of M-2
A. Small time deposits
B. Money market mutual funds
C. Stocks
D. Checkable deposits

11 A supply schedule shows the relations between the quantity supplied of a commodity over a
given time and.

A. Factor prices
B. Technology
C. Both a and b
D. The price of the commodity

12 The monetary base is composed of.
A. Gold and silver
B. Currency and reserves
C. Currency only
D. Currency and checkable deposits

13 An important policy instrument to influence commercial banks is.
A. Open market operations
B. Changing reserve ratios of
commercial banks
C. Moral persuasion
D. None of the above

14 ____________ represents the difference between what consumers have to pay for a
product and what they are willing and able to pay.

A. Producer surplus
B. Deadweight surplus
C. Government surplus



14 product and what they are willing and able to pay. C. Government surplus
D. Consumer surplus

15 An economy that has achieved full production has achieved

A. Both allocative and productive
efficiency
B. Allocative but not productive
efficiency
C. Productive but not allocative
efficiency
D. Neither allocative nor productive
efficiency

16 Quotas are government imposed limits on the ________ of goods trade between countries.
A. Prices
B. Quantity
C. Revenue
D. Costs

17 The productivity curve

A. Is given by the labor productively
B. Shows the change in real GDP per
hour of labor as the amount of capital
per hour labor changes
C. Shows the change in technology
D. Is given by the equation Y = F (
L,K, T)

18 The investment demand curve shifts right ward if

A. The real interest rate falls
B. Savers increase their thriftiness
C. The expected profit rate
increases.
D. The economy moves into a
recession

19 The Hocksher Ohlin model rules out the classical model's basis for trade by assuming that.
_______ is identical between countries.

A. Factor endowments
B. Factor intensities
C. Technology
D. Opportunity costs

20 In the home country government grants a subsidy of a domestically produced good domestic
producers tend to.

A. Capture the entire subsidy in the
form of higher profits
B. Increase their level of production
C. Reduce wages paid to domestic
workers
D. Consider the subsidy as an
increase in production cost


