FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMTNAT[ON FOR RECRUITMENT TO POSTS
IN BPS-17 UNDER THE FEDERAL GOVERNMENT, 2001.

ECONOMICS, PAPER-1

TIME ALLOWED: THREE HOURS , | MAXIMUM MARKS: 100

Allefnpt- FIVE questions in all, including question No.8 which is
COMPULSORY. Ali questions carry EQUAL marks.

What is the most important determinant of consumer spending? Are there
determinants other than the one mentioned above? If so0, explain.

“GINP is a monetary measure”. Explain. In what way is GNP different from ‘
GDP? Describe two important methods of measuring GDP.

What is the Multiplier Effect? What relationship does the marginal propensity lo
consume({MPC) bear to the Multiplier and the marginal propensity to save (MPS)?
‘What will the size of Multiplier be when the MPS is0;0.4; 0.6 and 17

What items constilute money supply in Pakistan? What detenmines value of
money and why is it importam for ‘money supply to be elastic i.e. capable of
increasing/decreasing in size?

“When a commercial bank makes loan, it creates money; when loans are retired,
money is destroyed”. Explain.

What is deficit financing?- Why is it resorted to in developing countries like
Pakistan?

Import tariff protection was used as a forceful policy instrument in the past to
establish investmenit priorities in the developing countries. Discuss the economic

implications of reducing import tariff to the minimum globally under auspices of

WTO Conventions 1o which Pakistan is & sighatory.
COMPULSORY QUESTION

Write only the correct answers in the Answer Book. Do not reproduce the
questions.

(1) . Budgetary Deficit refers to:
(a)  Total Revenue Receipts minus Total Expenditures
b) Fiscal Deficit minus Interest Payments
{c) Taotal Receipts (Revenue Account + Capital Account) Minus Total
Expenditures (Revenue + Capital)
(d) None of the above.

(2} lnerease in the number of buyers in the market would lead to a shift of the
demand curve to:
(a) the right (b) the ieft
(c) upwards along the curve (d)  None of the above.
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(4)

(5)

(©

(7

(8)

@

(10)

(1

Balance of Trade Deficit refers to

(8)  Excess of payments for import of goods and services over receipts
from exports of goods and services

(b) Excess of receipts from commodity exports minus payments for
itnports of guods ' .

(c) Payments for commodity imports minus receipts from commodity
exporis _

(d)  None of the above.

A monopolist gains more if:
(a) elasticity of demand for his product is low comparatively
(b) elasticity of demand for his product is high comparatively

(¢)  demand elasticity does not change.

{d)  None of the above .

Devaluation of Pak. Rupee in the 1990’s led to:
(a)  Increasc in exports

{(b)  Increase in imports

(c) Increase in both exports and imports

" {d)  Noneof the above.

Most sophisticated models of economics growth are based on:

(a) realistic assumptions

(b)  unrealistic assumptions

(©) on assumptions, at least some of which are extremely difficult to
be proved as valid -

A{d) None of the above. '

Real GDP refers to:

(a) GDP, at constant prices

(by  GDP, at current prices over time
(¢)  GDP, at nominal prices over time
(dy  Nonr of the above.

1

Terms of trade refer to:

(a) unit price for commodity import

{b)  Value of exports vs Value of imports

()  Exchange rate applicable to foreign trade of a country
(d) None of the above. : ‘

Cost ~ push inflation is the result oft

(a) . increase in the production cost

(b)  increase in the price of industrial production
(c)  escalation of international prices

(d)  None of the above.

Competitive market comprises:

(a) large number of buyers

) large number of firms

(c) large number of both buyers and producers
{d) None of the above.

A monopolist maximizes his profit at a point where:

(a)  His average cost curve meels the marginal revenue curve
{b)  His marginal cost =marginal revenue

(c) His average cost market price of market

(d)  None of the above.
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(12)

(13)

(14)

(15}

(1)

(7

(18)

(19

(20)

Under perfect competition, a firm would maximize profit at a point where:
(a) average revenue = average cost

{b)  marginal cost = average revenue

(c) marginal cost = marginal revenue

(dy  None of the above.

Foreign trade differs from domestic trade;
(a) because of terms of trade

{b)  dueto differences in production costs
(<) because of territorial differences

(d) None of the above.

World Trade Organization is:

(a) the same thing as UNCTAD
(b the same as WHO

(c) a replacement of UNCTAD
(d)  None of the above.

Majer sources of revenue in Pakistan’s Budget;
(a)  have not changed in the 1990’s

{b)  have drastically changed in the nineties
{c) have changed slightly in the nineties

(d)  None of the above,

Main heads of expenditure in Pakistan's Budget (in ascending order) are:
(a) Foreign debt, Development, Defence

{b) Defence, foreign debt, development

(©) Development, Defence and foreign debt

{d)  None of the above.

Increase in Foreign Exchange reserves causes:
(a) inflation {b) deflation
(c) No increase in price level {d) None of the above.

Pakistan's Budget deficit is financed by:

(a) Revenue Budget surplus

(b} Borrowings (both bank and non-bank)
(c) Foreign resoruce inflow

(d)  None of the above.

Most important economic indicator of the health of an economy is:

(a) Income per capital (b) National cutput

(c) Literacy rate {d)  None of the above.
Most important catalyst in economic growth is:

{a) savings and investment (b} technology and skills
() beth at (a) and (b) (d)  None of the above,

(22322 XL2]
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FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS
IN BPS-17 UNDER THE FEDERAL GOVERNMENT, 2001,

ECONOMICS, PAPER-1I

TIME ALLOWED: THREE HOURS MAXIMUM MARKS: 100

NOTE:

Attempt FIVE questions in all, inéluding question No.8 which is
COMPULSORY, All questions casry EQUAL marks.

Discuss the role of foreign aid in the development stratrgy of Pakistan development
budget.

What are characteristic reasons of the failings of economic planning in Pakistan?

Amplify o differentiate the terms -of GNP and GDP and discuss the contribution of
agricuiture sector v/s industrial sector in the GDP of Pakistan.

Write an essay on the scope of introduction of interest free banking in Pakistan.

What do you know of tax reforms in Pakistan in recent months? What are the basic
reasons of the failure of increasing the tax-net?

Clarify the distinction between any two of the following:

(a).  Public Finance v/s Private Finance

(b).  Foreign Remittances vis Export Eamings
{c).  Agriculture tax vis Value added tax.

(d). Budget estimates vis PSDP.

What do you understand of cash crops? What lmportant rofe cash crops play, in export

_earnings of Pakistan?

A)

COMLULSORY QUESTION

Write the correct answer in the answer book. Do not reproduce the question.

N External debt servicing is greater than: '
{2} Social sector spending (b) Defense spending
{c) Agriculture servicing {d) Industrial sector investment

{e) None of these.

(2)  Pakistan foreign carnings largely depends on:
{a) Agricultural products (b} Industrial products
{cy Overseas Pakistanis remitlances {d) Software exports
{e) None of these.

(3)  Nationalization of 705 in Pakistan has done:
{a)} More good to the economy (b) More harm to the economy
(c) Has not affected the econony substantially
{d) Has not been effective considerably
{c} None of these.

{4y The largest revenue coliection is through:
{a) Income lax (b) GST {c) Customs duty
{d) Wealth tax. {€) None of these.
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(3)

(6)

(7

(8)

&)

(10)

Per-capita income in Pakistan in the last 5 years ig:

(a) Increasing substantially (b) Dccreasing marginally

(c) Constant largely

{d) Increasing in the first two years, but decreasing in lhe subsequent
three years.

(e) None of these.

The economic growth rate in Pakistan in the last 5 years is:

(a) Declining in trend (b) Static almost

(c) Increasing flatulently (d) lmproving constantly
(¢) None of these,

The GDP growth in Pakistan largely depends on:
{2) Manufacturing sector (b) Agricultural sector
(c) Service sector o (d) None of these.

Large scale manufacturing sector growth rate in Pakistan in the last inancial year
was about:

{(a) 15% () 10% (o) 5%  (d)0% (e) None of these.
Which is the highest body to approve the public sector financial outlay.

(a) DDWP (b) CDWP

{(c) ECNEC (d) NEC (e) None of these.

Education spending as share of the budget in Pakistan is nearly:
(a) 15% (b) 12% (c) 10% (d)8% - (e) None of these.

(B) Indicate eithet the following statements are true or false, Explain your answer.

(in

(12}
(13

(14)

(15)

(16)
(7

(18)
(19}

20)

Due to inflation the nominal GNP of Pakistan is increasing while its real GNP is
falling.

Since the {reezing of Formgn accounls GDP of Pakistan is greater than its GNP,
Pakistan's balance of trade is in dcﬁcn owning to continue devaluation of the Pak
Rupee.

In contrast to "Heckschers-Ohlin" theorem Pakistan is cxporlmg labour intensive
goods while importing capital-intensive commodities.

The privatization commission of Pakistan is in fact a follow-up of demand sie
policy.

The éstablishment of Khushali Bank is a follow-up of supply side pohcy

The failure of monetary policy in Pakistan owning to less sensitivity of
investment demand to rate of interest.

Due to lax consumption allowance, the government employees in Pakistan are in
fact paying low tax per Rupees earned.

Devaluation of Pak currency definitety causes an increase in foreign debt in real
terms, but not in nominal terms.

Government of Pakistan mainly borrows from general public by selling its
securilies.

LA EL LR L L]
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FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMIINT TO POSTS
IN PBS-17, UNDER THE FEDERAL GOVERNMENT, 2002

ECONOMICS, PAPER-]

TIMIE ALLOWED: THREE HOURS MAXIAUM MARKS: 100
.' I
#NOTT: Attempl FIVE questions in all, inclading QUESTION NO. 8 which is

COMDPULSORY. All questions carry EQUAL marks,

1. Why is cquality of Marginal Revenue and Marginal Cost essential for profit
maximizalion in all market structares? Examine the significance of this equality in the
theory of the finms.

2. "lanned Investment is equal to Savings at all levels of NNP; actual investinent equals
savings only at the equilibrium NNI''. Do you apree? Explain,

3. What role can the Central Bank play in promoting economic growth with sts" ' 7
Hlustrate your answer with reference to Pakistan.

4. "The Modern tendeney i economic thinking is to discard the old notion of the quantity
of money as the sole determinant of the value of money”. lilucidate.

5. ‘Do you agree that indirect rather than direet taxation will provide large public revenue
needed in a developing economy? Explam,

H. Lxplain the concept of Ters of Trade. {ow do you account {or the deterioration of
terms of frade of a develeping country iike Pakistan?

7. lLvaluate the [ollowing statenients:
() Ia product improves in quality [roin one year to the next year and is price rises
to reflect this improvement. Real GNP and GNP deflator both wilf increasc.
(1) If a Pakistant firm decides to build a plant in Japan rather than in Pakistan, GNP
of Pakistan will exceed to GDP.

COMPULSORY QUESTION

8. Write only the correet answers in the Answer Book. Do nol reproduce the guestions.

(1 Two commodities are considered to be perfect substitutes for cach other if the
elasticity of substitution is

(a) positive (b) negative
(v} infinite (d) nane ol these.

(2 A straight-line downward stoping demand curve implies that, ay price falls, the,
clasticity of demand ' -
(1) HICIeases {h) decreases )
{c) remains the same {d} none of the above

(3) . Which of the following is olten considered 1o be inconsistent with the notion of
perfect competition
() larpe number ol firms (by  free entry
{c) complete mobility (dy  none of the above

(4)  Currently total investment as percentage of GDP in Pakistan is

(a) 29 149
(¢) 169 : () none of the above’

(5) A purely monclary explanation of the business cycle is proposed by
(a) Hawtrey {b) Schumpeter
{c) ITansen (d) none ol he above

(6} The exogenous variable in the income equation C+ 1+ G =Y g5
(4} o (b} 1
(c) L ’ (dl}  none of the above

CPAGE T of - NUMPAGES 2.
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(7}

(8)

n

(1)

(a1

(12)

(%

(14)

(15)

(16)

(17)

(18)

(19)

(20)

The Lorenz curve deseribes
() income distribution () the intercst rate
{c) the marginal efficiency of capital  {d)  none of the above

A stable equilibrium requires that the marginal propensity lo consume is

(a} less than zero )] ZCro

() e {(d) none ol the above
International trade durtng the 19th cencury was characterized by

() extensive barriers to trade () operation of the pold standard
(c) a small valume of international trade (d} none of the above

The type of business organization in which an individual lm unlimited
responsibility for the debis of the orpanization is

() partesliip () corporation
(c) monopoly (d) none of the above
Which one of the [ollowmyg types ol tases is the most regressive
(W) income taxes {by) sales taxes
(©) CXCISC taxes () none of the above _
An Linpel carve is based on which one of the following assumptions
() constant prices, varying incomes {(b) constant prices, constant ingomes
(<) constant incomes, varying prices (eI} none of the above
The largest teading partner of Pakistan ts
{x) laly () Flong Kong,
(c) Ciermany ) none of the above
Of the following which one is 1 chamcteristic of monopolistic competition
(a)  standardized product )] comparatively casy entry
(c) little non-price compcutmn (d) none of the above
In the loag run
(a) {ixed costs will be greater than variable costs
{1 variable costs will be greater than fixed costs
(c) all costs are variable costs
(d) none of the above

Currenlly the total export value of Pakistan is
() 510 bitlions  (b) $ 9 billions

(c) $ 8 billions  (d)  none of the above.
A competitive (irm will maximize profits at the oufput where

(a) the ditlerence between price and marginal cost is highest

(b} price is higher than the average total cost by the largest amount
(c) total revenues and total costs are exactly equal

{d) none ol the above

Structueal unemploymuu can be t.llmmdlt:d by

(a) training the technologically unemployed

() mncreased federal expenditures

() un increase in the peneral credit level

(d) none of the above

Prublic utilitics tend to be

() inefficient

{b)  natura) monopolies |

(e subject to increasing cosls

(d) none-of the above

Which one of the foliowing is incorrectly matched

(a) Joan Robinson --- Imperfect Competition

{b) Edward Chamberlin --- Monopolistic Compcllltun
{c) Villredo Pareto -—- Welfare Econoniics

() none of the above

LI AR AL L]
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COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS
INBPS-17, UNDER THE FEDERAL GOVERNMENT, 2002.

FEDERAL PUBLIC SERVICE COMMISSION

ECONOMICS, PAPER-IL

TIME ALLOWED: THREL HOURS MAXIMUM MARKS: 100

« Note: Allempt F IVE, questions in all, including Question No. 8 which is COMPULSORY.
Adl questions carry BEQUAL marks.

1. Suggest ways to improve various cconomic and non-cconomic factors (o ensure a
persistent and appreciable cconomic growth rade in Pakistan, keepang in view inherent
constraints/limitations,

2. Lixplain the steueture of planning nrachinery in Pakistan, Point out vital
deliciencies/predicaments and suggest remedial measures.

3 Elaborate the common social features of all the land reforms irplentented in Pakistan,
What were the socio-economic fall outs of these reforms?

d, The pelicy of “financial inequality™ in the sixtics, transformed the economic structure and
sociab urder i Pakistan. Substantiate with {acts and logical conclusions, whether you
agree or otherwise,

5. Summarize various trends in the Dalance of Payment of Pakistan right {rom inception,
What is the present situation?

i . . . L e -

0. {Tow cion we enhance the industrial seclor contribution to the GDE. realizing the fact that

Pikistan is a capital-scarce, highly-populated country.

7. How would you ¢valuate the process of privatization in Pakistan? A success or a failure,
COMPULSORY QUESTION

8 Write only the correct answer in the Answer Book. Do nol produce the question.
(1 The real GDP growth was ... in fiscal year 2001-2002:
() 34% (b J.o%  (v) 3.8% () 4%  (e) None of these
(2) The slower growth in real GDP over the last two years has been caused mainly

by:

{a} low investment {b) continuation of calastrophic droughts
{v) decling in the contribution of services scctor

()  Growth perfonmance of many developed and ¢merging market cconomics.
(c¢)  Noune of these.

e Population growth rate in Pakistan is:

(a) 2.2% () 24% () 2.0% () 2.8% () None of these
{4)  More than half of the tolal FDI inflows in Pakistan is contributed by:

(ay . US.A.(b) UK. () Japan (d) U.AE (e) Nene of these:
(5) The national saving rate has increased by.......... pereentage points of GDP since

1998-99:

(a) 2.7 (b) 317 (c) 4.7 () 5.7 (e) Nong of these
(0} The largest sector, attracting a big chunk of lotal Forcign dircel investment in

Pakistan is:

{a) Trade, Fransport and Communications
{b) ~ Chemical and Pharmaceuticals (¢} Oif and Gas and Power Sector
T {d) Electronics - {¢) None ol these
' AN Global GDP approximates to:
_ (0) 310 uillion (I} $ 20 trillion
A (c) $ 30 uillion (d} $ 40 trillion

{c) None of these
(8) Based on the requirements of 2150 calories, the Government of Pakistan has

~ adopted the official poverty line in 1998-99 as........per capita per month:
(2) _.Rs.4%0 (b) Rs. 530
(c) Rs. ) «h Rs. G50

Nont ol these

(C_)
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(12}

(13)

(14}

(15)

(16)

(17)

(18)

(19)

(20)

Almost 40% of the CBR revenue originates from:

{(w) Personal and corporate income () Imports

(c) Wealth (<) Natural Gas & l'clm}uum

(¢) None of these

Pakistan’s non-agriculturat GNP in 2001-2002 was ... that of last year
fipures:

(it} greater than )] less than

{c) cqual to
According to the Budget estimate for the year 2002-2003. Lthe approximate ralio
of Development expenditure fo currend expenditure is:

() b:3 {b) 1:4

() 1:5 () 1:6

() None of thesc .
A commodity is considered to be a *luxury” il its income elasticity is:

() igual o one (1) Greater thin one

(<) fess than one ) Zero

(©) None of these

Value bonds fafl when:

(a) Invest rate falls

() Invest rale rises :
(¢)  Invest rale remains constant for long time

() Invest rate fluctuates

(e) None of these

Monopolistic exploitation and m(mopohslm conipelition;

{a) are the same

{b) Latler results in the former

(c) Former results in the latter

(d) IFarmer refers to higher prices and latter to dlilcu.m aled products

(e} ~ None of these

Beside other instruments, the State Bank can change nmm,v slmk by
manipulating: ‘

(a) The currency deposil ratio ! (he reserve deposit ralio
() Market and discount rate (<) All of the above

{c) None of the (a), (b) and (c)

Pakistan is pursuing;

(a) Fixed exchange rate system

(L Flexible exchange rate system

(©) Managed float through Banks

(d) All of the above

(c) None of the (a), (b} and ()

Monetary policy that results in lowering interest rate is:

(a)  Contractionary L)) Expansionary

() Modcrate (d) dcﬂmionary

(e) None of these

The Banus Voucher or Export bonus scheme was introduced in th year:
(a) 1957 {h) 1958 -
(c) 1959 (dy 1960

) None of the these

The Bad luck factor responsible for poor performance ol economy in 19707 1%
() Massive floods and crops failure ‘

(L) Global Oil Crisis

{c) World recession following OPLEC price risc

(dy All of the above

(c) None of {he (a), (b) and (c)

Although they never materialized. recommendations of the Muslim League Land
Reform Committee were put forward in: '
) 1947 (by 1948

(c) 1952 (d) 1954

(e} None of these.

ARk kA ‘ -
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FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS

IN PBS-17, UNDER THE FEDERAL GOVERNN[ENT 2003
ECONOMICS, PAPER-I
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NOTE:, Attempt FIVE questions in all, including Queshon No.8 whxch is

COMPULSORY. All questions carry EQUAL marks, Write clearly.

Discuss which of the three approaches explam better consumer behawour and
why?

Show and explain the conditions of oulput maximization and cost minimization.

Explain how the modern theory of interest (IS ~ LM) model came into being'and
how is it different than the other theories? :

Explain stagflation and give a viable strategy to overcome this phenomenon.

Tt is desirable to have a larger proportion of direct taxes in the taxation structure.

" Explain why? Also explain, why.in a developing country like Pakistan; efforts to

raise the share of direct taxes have not met with success.

Critically examine the theory of comparative cost.

* Write notes on the féllowings:-

(1) " Role of IMF and its impact on developing economies.

. (i}  Government expenditure and economic development,

COMPULSORY QUESTION

“Write only the correct answers in the answer book Don’t reproduce the

questions.

(1) Total revenue receipts are maximum at that point on a demand curve
where price elasticity is: :

(a) Increasing o ‘ (b) Decreﬁsing
(¢) Unitary (d) None of these.
(2) * Which of the following products will have an clastic demand:
© - .{(a) Flour (b) Cloth

(c) Honda City (d) None of these.

(3) - Price controls are: :
(@) Necessary for consumer’s welfare
(b} A must to check inflation
(c) Doomed to fail. -
(d) None of these..

4) Increase in ), minimum wage:
(a) Helpsin controlling unemploymcnt
(b) Increases unemployment
{¢) Reduces wage bill
. (d) None of these.

(5) An indifference curve gives: .
" (a) * The actual combination of goods that consumer chooses.
" (b) The minimum choice of the consumer.
(¢c) The highest level of satisfaction.
(d} None of these.
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{6) MRS,y being 6 means: " T
(a) Consumer is willing to give up 6 units of x for one of y. :
(b} Preference for y is 6 times that of x.
(c) Both of the above.
(d) None of these.

)] Consider cardinal measure of utility, increase in consumpuon w1ll | - TIME
" (a) - Increase marginal utility. _ | I '
(b} Will not average utility. _ . NOTE:

. (c) DBoth(a) and (b).
. (d)- None of these.

(8) In pure competition: - | | B
(a) Strong rivalries exist . (b) Cartels are formed '
(c) Both(a)and (b). (d) None of these.

9 National incomes include: _
: (a) Undistributed corporate profits (b} Fringe benefits.

() Both (a) and (b) . {d) None of these. ) : )
(10)  Personal income is obtained by adding which item(s) to national income: o
(a) Govt, transfer payments. (b) Business transfer payments
: . {c) DBoth(a)and(b). (d) None of these. . g
(11)  Which of the following is a stock variable: ' ! 3
(a) , Gross private domestic investment . (b) Persor_lal savings \ '
_ {(c} Both (a) and (b). (d)  None of these.
(12)  Find out the True Statement(s): o _ ) 4
(a). When aggregate supply exceeds aggregate demand, output rises. '
(b) Ifintended investment exceeds savings, output falls. I 4
(c) Both(a)and (b). , ' o 5
{(d) None of these, ‘ L
(13)  When un-intended investment is positive: - _ E'f‘
(a) Output tends.to rise. b Output tends to fall 6.
{(¢) Output is in equilibrium. (d) None of these. )
(14)  With no government and foreign trade sectors, savings always equals: - - |
‘ (a) Intended investment (b) Realised investment o
(c). Both (a) and (b). (d) None of these. ) oo
(15)  If MPC=2/3, the investment multiplier is: o
@@ 213 | () 1/3 !
{c) 372 (d) None of these. !

- (16)  Find out the True staterent(s):
(a) When consumption function is linear, the mpc = apc.
(b)  The short run consumption function has a steeper slopc than that of
‘ theLR.

(c) Both(a)and (b).

: {d) None of these.

(17)  If Union Bank has demand deposxts of Rs.25 million, no time dep051ts
and required reserves of Rs.7.5 rmlhon the legal reserve requ:rement
ratio must be: :

- _-_-:-:c:'ﬁ-_"-?‘f_e-.a,-:m._:'_ Fat’,
[« ]

(a) 3.3% - (b} 333%
' (cy 40% ' © (d) None of these.
(18)  Which of the following is hkely {o be longer for monetary policy than for
fiscal policy?
(a) The implementation lag (b} The recognition lag
(c) Both(@and(b). . (d) None of these.
(19}  The number of income tax payers in Pakistan is: i X
() 2million (b) 6. 7million =~ | B
. {c) | million (d} None of these,
(20)  The impact and incidence of sales tax is:
{a) On the consumer (b} On the seller a4
{¢) On the producer ‘ - {d) None of these. - 4
| Fkk Aok bk Rk i
3
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" FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS

TlME ALLOWED THREE HOURS

IN PBS-17, UNDER THE FEDERAL GOVERNMENT, 2003

ECONOMICS, PAPER-II

- MAXIMUM MARKS: 100

NOTII

Attempt FIVE guestions in all, including Question No.8 which is
COMPULSORY. All questions carry EQUAL marks.

Perpetual budget deficits indicate that governmems in Pakistan have been
‘die-hard’ Keynesian. That legacy still being there, discuss the rationale of
endorsing the neo-classical counter-revolution, as witnessed by both

- privatization and the increasing role of the private sector in Pakistan’s

economy.
“The debate on ‘growth and equity’ trade-off that cnsued in the second haif of
_the 1960s, was largely responsible for the subsequent paradigm shift.
However, the economic and social indicators in the 1970s, scarcely justified
the latter”. Discuss.
Do you agree that numerous structurat 1mbalances are senously hampering
Pakistan's sustainable development, and sooner they are redressed is better,
even if the process involves compromising short-run growth targets?
Differentiate between the private and the social rate of return. Do you agree
that public spending on health and education for maximizing the latter? What -
in your opinion is the respective state of affairs in Pakistan?
Differentiate between foreign portfolio and foreign direct investment, and
discuss the relative merits and demerits of the each type for a country like
Pakistan.
“There are some believe that in the early 1960s, Palustan was at the take-off
stage of the Rostow’s scheme of growth. However, a close study of the latter
indicates that Pakistan, in many ways, has jumped into the last stage now,
without-ever having transcended even the second stage of growth”. Discuss.
Compare the performance of Pakistan’s agricultural pricing policy with that of
the Common Agricultural Policy (CAP) and the F arm Support Program of the
U.S. of America.
COMPULSORY QUESTION

Write only the correct answer in the Answer Book Do not reproduce the
question.
(1) ' Balanceof payments deficit implies:
(a) Deficit in the curtent account (b) Deficit in the Capital account
{¢) Deficit in the trade balance  (d) All of these.
. (e) None of these. ‘
(2) .- Pakistan’s major trading partners are:
 (a) Japan and China (b) Isiamic countries
{¢) Western Europeand U.S.A  (d) Botha &b
(¢) None of these.
E)] Pakistan became a member of Multifibre Arrangcments {MFA} in:

(aj 1950s : (b) 1960s
(¢} 1970s (dy None of these.

4 Prescntly, in Pakistan the largest contribution to GDP is made by the:
(a) Primary scctor - (b) Secondary sector
{c) Tertiary sector (d) None of these.

(5)'  The tertiary sector includes:

: () Professional services (b) Transport services

{(c) Distributive services (d) Allof these.

(e} None of these.
(6)  Pakistan’s custom duty rates are highest on:
" (a) Intermcdiate goods (b) Consumer goods
{c) Basic raw materials (dy Chemicals and components.
(&) None of these.
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(9

(10}

(11

(12)

(13)

(14)

(15)

(16)
(17)
(18)

(19)

(20)

In the textiles sector of Pakistan, the largest number of firms belongs
to; ’

'_ (2) Integrated textile mills (b) Indcpeﬁdcm Weaving units
(c) Powecr looms sector (d) None of these.

The largest number of sugar mills working in Pakistan is-in:

(@) Sindh (b) Punjab
(c) NWFP . (d) None of these.
SMEDA is an acronym for:

(a) Southern Motorway Engincering and Development Authority
+ (b) Sindh Microclimate and Environmental Design Agency
(¢) Salinity Management and Environmental Development
Authority.
(d) None of these.

- The region receiving the smallest share of FDI inflows to developing

countries is: :
(a) Latin America and Caribbean (b) East and South East Asia

(¢) South Asia {d) None of these.
The largest source of FDI in Pakistan is:
(a) Germany ‘ (b) Canada
(c) Korea (d) None of these.
In Pakistan, the largest sectoral share of FDI goes té:
(a) Power (b) Textiles
{c) Financial business (d) None of these.

In Pakistan the average annual size of the Gini-coefficient was highest
in:

(a) 1960s (b) 1970s

{c) 1980s (d) 1990s.

() None of these.

The average annual GDP growth rate in Pakistan has becn lowest in:
(@) 1960s (by 1970s

(c) 1980s (d) 1990s.

{e) Nonc of these.

After defense, the largest share of Pakistan government's current
expenditures goes to: ‘

(a) General administration (b) Current subsidies

(¢) Socio-economic and community services

{d) None¢ of these.

The largest revenue source of Pakistan’s governments comes from:

(a) Direct taxes (b) Custom duties

(c¢) Sales taxes (d) None of these.

The internal outstanding debt in Pakistan is:

(a) Greater than the GDP (b) About a quarter of the GDP

(c) About 3 quarters of the GDP (d) None of these.
Major part of foreign aid to Pakistan comes from:

(a) Consortium countries - (b} Islamic countrics
(c) Non-consortium countries (d) Both(b)and (¢).
Pakistan’s external outstanding debt is:

(a) More than her GDP (b) About half of her GDP
(c) A little over one third of her GDP

(d) None of these.

In Pakistan, Public Sector expenditures on education are:
(a) 10%of GDP (b) 7% of GDP

{c) 5% of GDP (d) None of these.
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. ~""  FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS
IN BPS-17, UNDER THE FEDERAL GOVERNMENT, 2004

ECONOMICS, PAPER-I

TIME ALLOWED: THREE HOURS MAXIMUM MARKS: 100
NOTE: Attempt FIVE questions in all, including Question No. 8 which is
COMPULSORY. All questions carry EQUAL marks.

1. Resource allocation and their outcomes are the Central goals of all individuals. The
emphasis is not on supply side, rather price is determined by what people want and are
prepared to pay for?

2. If aggregate demand exceeds the productive capabil [Hvs of the bunjimy at full employment,

there will be insufficient out put to meet demand at || current jijue level. It creates an
inflationary pressure and can be demanstrated as intlillonary gap, Discuss.

3. State and demonstrate the determinants of Money supjily in an ecopomy. What role does it
play, if there is increase or decrease in inoney supply'f

4. High tax rates means large disincentives to productive efforts that nggregate supply and tax
revenues are both restricted. Give your arguments for o just tax System.

5. The major issue of developing countries is the volume of production and quality control.
' Customers and consumers expect it. How the producers exceed customers expectations?
How will you recommend the business community to prepare themselves for Global Free

Trade?
6. IMF exist to co-ordinate foreign exchange dealings, and to give macro-economic policy
advice. It provides a frame work on matters of monetary and exchange rate policy, Discuss.
7. Critically examine that the Quantity Theory of Money is more accurately a monetary theory
of the price level. '
COMPULSORY QUESTION
8. Write only the correct answer in the Answer Book. Do not reproduce the question.

(1)  Insupply of and Demand for a product, an increase in production costs will shift:
(a)  Demand Curve to the left  (b) Supply Curve to the right
(©) Demand Curve to the right  (d) Supply Curve to the left
(&)  None of these
(2) When a demand schedule is drawn up, which of the following is not held constant:
(a) Price of Substitutes (B Price of factors of production
(e) Price of Complementary goods (d)  The price of the goods
{(e) Norie of these ‘
(3)  The more a person consumes of a thing:
(a)  The smaller is his total gain
(b)  The slower is the rate of increase in his total pleasure
{© The higher is the price.
(d)  Consumes the maximum
(e) None of these
4y  When AC is less than MC: _
(a) An increase in output would cause AC to risc
(b)  Fixed costs must be rising
(c) AC to fall
(d)  Should not produce beyond minimuwn AC
(¢}  None of these _
(5) A firm’s total fixed costs are Rs.2400. I{ at a certain oulpul its price per unit is
Rs.20/- and average variable cost per unit is Rs.14/-.  The level of out put is:
(a) 1000 units (b) - 800 units (e) 600 units
) 400 units (c) None of these
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(6) ~ Which of the following is not a condition of perfect compclmon
{a) Inelastic Demand curve {b) single price
(¢)  Uniform product (d)  -many buyers
(e)  None of these

N Profit maximizing monopolist will producc at the level of out put, where:
(@)  Price is greater than MC (b) AR=MR
() AR=MC (d)  Total Costs are minimized
(e)  None of these '

(8) A steel firm takes over a Coalmine Company. It is an cxample of:
(2)  Holding Company {b)  Internal economies of scale
{c) Hovizontal integrator (d)  Vertical integrator
(e)  None of these

(99 Which of the following is not part of aggrepate demand:

(a)  Investment () Govt. Spending (c) net exports
{d) Taxes {¢) Nonc ofthese '

(10)  If GNP rises while 3 of the following fom remain fixed, Wluch of the four
could not have risen:
(a)  Consumption (b  Toxes (c)  Saving
(d)  transfers (e}  Nonwe of thesa

(11)  Anincreasc in the Income tax rate causcs the full einployment budget surplus to:
(a) Increase (b Depends on tax
(e}  Decrease (d) = Depends on propensity-
()  None of these

(12) The most important factor responsible for growth in GNP has been:

' (a)  Technological change {t)  Govt Spending L

(¢)  Capital formation - {d)  Population growth

{(e) None of these
(13) A businessman expects an internal rate of retwn of 12% and decides that the
‘ investment is attractive. The decision is based on:
(a)  Accelerator principle (b)  Marginal efficiency theory
. (€) Marginal Propensity to invest (d)  Multiplier principle -
(¢)  None of these

(14)  Ower time increase in interest rate is expected to: C . .
()  reduce inflation (b) - Increase inflation '
(¢}  reductionin GDP (d)  decreasein liquidity
(e)  None of these L
{15) . Exchange rates are: ' g
(&)  only ademand factor {(by  ademand & supply factor i
" (c)  only supply factor (d)  neither demand nor supply factor .

(16)  Anincrease in disposable income:
(a)  increases economic good (b)  reduces economic good
(c)"  reduces spending {(d)  has no effect on economy
(¢)  None of these
(17) Demand pull inflation is:
(2) When aggregate demand is rising (b) . When aggregate demand is low
(c} When costs are rising () When costs are low
(¢) None of these .
(18)  The foreign debt can be reduced by:
- (n) Increase in domeslic suving (L) increase in aggregate demand
(c) increase in exchange rate () decrease in wealth
(e) None of these
(19) Net foreign debt is:
(a) the difference between exports and |ijy Pu: ts.
(b) Debt less equity
(c) Difference between gross borrowiny (rom non residents and lending overseas
(d) only savings
{e)} None of these
(20)  The Focus of Monetary policy is a: - ' X
{(a) Price stability (b) Exletnal Balance () Stimulating growth
(d)  Current account deficit (¢) Nono of these '
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