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ECS1601  

Learning Unit 3 Quiz 

1. Which one of the following statements is incorrect?  
 [1] VAT is an indirect tax. 
 [2] A tax is regressive if the ratio of tax paid decreases as taxable income increases. 
 [3]  Direct taxes are paid when individuals purchase goods and services. 
 [4] A tax is progressive if ratio of tax paid increases as taxable income increases. 
  
2. General government consists of … 
 [1]  central government, provincial government and public corporations. 
 [2]  central government, provincial government and local government. 
 [3]  central government, local government and public corporations. 
 [4]  central government, local government, provincial government and public corporations. 
  
3. Which of the following statements is incorrect? 
 [1]  Government borrowing increases public debt. 
 [2]  The budget deficit is the difference between government spending and current revenue 

of government. 
 [3]  Government will implement expansionary fiscal policy when the economy is in a 

recession. 
 [4]  The redistribution of income refers to a process whereby everyone’s incomes are 

redistributed equally among the population. 
  
4. A tax is proportional if … 
 [1]  the ratio of tax paid increases as the taxable income increases. 
 [2]  the ratio of tax paid decreases as the taxable income decreases. 
 [3]  the ratio of tax paid remains the same if the taxable income decreases. 
 [4]  the ratio of tax paid decreases as the taxable income increases. 
  
5. Some of the instruments that can be used by government to intervene in the market are … 
 [1]  government spending, public financing and population growth. 
 [2]  transfer payments, taxation and regulation. 
 [3]  public financing, political shocks and redistribution of income. 
 [4]  redistribution of income, transfer payments and taxation. 
  
6. Define the following concepts: 
 6.1  Public-private partnership 
 6.2  Privatisation 
 6.3  Nationalisation 
 6.4  Fiscal policy 
  
7. Discuss three (3) advantages and three (3) disadvantages of privatisation. 
  
8. Name and discuss the criteria for good tax. 
  
9. How would government make use of tax as an instrument of restrictive fiscal policy and how 

would this affect consumer spending? 
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