
TERN TJNIVERSITY

FACULTY ERCE ANII MA

THIRD YEAR FIRST SEMESTER EXAMI ON IN ECON - 2003t

{NOVEMBER/ DECEMBER 2OO4I

ECN 3044 PUBLIC FINANCE

*\

2. \/-
\ u lcr.^ \

01. a Define Public Financ€

Answer all Cluestions Time:03llours

(04 marks)

(04marks)

above in the public

(04 marks)

n what ways the Fiscai Managemenl Reljponsibilities Act (FIVRA) is likely to

improve disctpline and cred bilily of governmr-.nt's fiscal activlties in Sri Lanka.

(08 marks)

Total20 marks)

Define the lactors that bring about the markel failure.
(04 marks)

"Market failure prov des an allocalive role for government . Explain with examples.
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(04 marks)

(Total20 nrarks)

b

d
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b

c

What are the main constituenls of Public Finance? Explain

ldeniify the problema re ated to the constituents mentionecl

finance of Sri Lanka.

'Non excludabiity afd non

good . Exp ain

(08 marks)

rivalness are the maif characteristics of a pure public

(04 nrarks)

d. Dislinguish belween merit and demerit goods.

03. a. Differcniiale the following concepts related lo the TaxaUon.

i. Hoiizonla I eq ! ity and vedical equity.

ij. Equal absolute sacr;tice and equal proport onal sacrifice.

(04 marks)

(08 marks)



iii. Progressivelaxationandproportionallaxation.
(04 marks)

b. Explain the basic feaiures of VAT, inkoduced in Sri Lanka since 2002.
(04 mafts)

(Total20 marks)

04. a. What clo ioLr undersiancl frorn the collective decision-making?
' (04 marks)

b. Explain Arrow's "Condilions of correspondeDce ' which any constitutional rtrle must

saiisfy n mak ng colleclive decrs,on

(0Bmarks)

c. Show that how the simple rnajorily voting fails ihe Arrow lesi

(08 marks)

(Total 20 marks)

05 a Define public expenditure. Differentiate capital expenditure from currenl

expenditure.

(04 marks)

b. Give the Economic ;lassification oi the current expenditure oi the Budget of Sri

Lankan governmenl.

(04 marks)

c ''Wagner's law was nol only appticable to Germany but to various governments

whlch difiered widely from each olher."( Explajn with examples.
'(08 marks)

d How does Displacement Elfect Differ from lnspecljon Effect?

,. (04 marks)

.' \Total 20 marks)


