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Section I

Total marks (20)
Attempt Questions 1 — 20
Allow about 35 minutes for this section

Use the multiple-choice answer sheet.
Select the alternative A, B, C or D that best answers the question. Fill in the response circle
completely.

Sample 2+4=(A)2 (B)6 (C)8 (D)9

AOCBeC ODO

If you think you have made a mistake, put a cross through the incorrect answer and
fill in the new answer.

Ao B® CO DO

If you change your mind and have crossed out what you consider to be the correct
answer, then indicate this by writing the word correct and drawing an arrow as
follows:

correct

»
A BN CO DO
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What is the likely effect of a sustained program of tariff reductions by the government
over a period of 5 years?

(A)
(B)
(©)
(D)

structural unemployment
cyclical unemployment
seasonal unemployment
hard-core unemployment

Which of the following will occur when there is large scale selling of Commonwealth
Government securities by the Reserve Bank to authorized money market dealers?

(A)
(B)
(©)
(©)

reduce ‘cash’ in the market and raise short term interest rates
reduce ‘cash’ in the market and lower short term interest rates
increase ‘cash’ in the market and lower short term interest rates
increase ‘cash’ in the market and raise short term interest rates

Which of the following is an example of Fiscal Policy?

(A)
(B)
©)

(D)

-

all government policies designed to promote full employment

government policies aimed at influencing the demand for and supply of money
the use of government revenue and expenditure to regulate aggregate demand
in the economy

the use of government powers to manage the exchange rate

Which of the following will cause the Australian Labour force to increase?

(A)
®)
©
D)

school retention rates increasing

the labour force participation rate increasing

the number of officially unemployed people declining
those structurally unemployed are retrained

If there was an injection of $5 million into their Australian economy, given an MPC
of 0.9, what would be the increase in national income?

(A)
(B)
©
(D)

$4.5 million
$5 million

$45 million
$50 million
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6. The diagrams below show the line of absolute equality, and the Lorenz Curve for two
countries.

CountryA o Country B

What is evident from the diagrams?

(A)  the Gini co-efficient would be higher in Country A than Country B

(B)  income is more unevenly distributed in Country A than Country B

(C)  Country A is more likely to be a developed country, and Country B is more
likely to be a developing country

(D)  itis more likely that Country A would be receiving aid from Country B

Question 7 relates to the following/data. It shows the exchange rates for the Australian dollar
against the US Dollar and the Japanese Yen.

‘ 22 December 24 December
US Dollar b 0.54 V. 0587
Japanese Yen v 65 [ = 62

Which-of the statements applies to December 247

(A) the Australian dollar has appreciated against the Yen

(B) __Australian exporters to Japan will face lower demand for their goods

(C) Australian tourists to the US will be able to purchase more $US with their
Australian currency

(DY Japanese products will be cheaper for Australians to buy
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What does Gross World Product measure?
(A)  the change in the volume of world trade
(B) the quality of life of the people in the world
(C)  the value of the world’s wealth
(D)  the value of final goods and services produced in the world

Question 9 is based on the following information

(SMILLION)
Balance on Merchandise Trade 250
Net Services -3000
Net Income and Transfers - -8500
Capital Transactions 500
Financial Transactions 10750

What is the balance of payments on current account for this nation?

(A)  $11,250 million debit
(B)  $11,250 million credit
(C) 811,750 million credit
(D)  $11,750 million debit

Which of the following statements is appropriate if S + T + M is less than 1 + G + X, in

the short run?

(A)  the Federal Budget is in surplus
(B)  unemployment will result

(C)  stocks will decrease

(D) /the economy will contract
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Questions 11 and 12 are based on the following Table.

11.

12.

13.

14.

IS.

YEAR GDP at CURRENT PRICES PRICE INDEX NUMBER
($ billion) (Base Year =Year 1)
1 400 100
2 . 550 ) 110
T3 630 121

What is the Real GDP for Year 2 for this nation?

(A)
(B)
©
D)

$400 billion
$500 billion
$550 billion
$605 billion

What is the rate of inflation in Year 3?

(A)
(B)
©
(D)

10%
11%
21%
121%

Which one of the following most likely indicates a trend towards greater globalisation?

(A)
(B)
©
D)

increases in the growth rates of developing economies

increases in the trade barriers between countries

increases in the volatility of country’s exchange rates

Increases in the value of global trade as a proportion of total output

Which of the following decreases the level of protection in Australia?

(A)
(B)
(©)
(D)

increase in the size of existing quotas for imports
decrease in the size of existing quotas for imports
increased tariffs

increased subsidies for local industries

Which one of the following statements about externalities is correct?

(A)
(B)
(€)
(D)

externalities arise as a result of free riders
externalities are solved by the operation of the price mechanism
externalities give rise to non excludable, non rival public goods
externalities are caused by market failure
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17.

18.

19.
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Which of the following are features of most developing countries?

(A)
(B)
©
®)

low levels of foreign debt, low levels of capital accumulation, high per capita
income
high levels of capital accumulation, high levels of foreign debt, low per capita
income
low levels of domestic savings, low levels of capital accumulation, high levels of

foreign debt
low per capita income, low levels of domestic savings, low levels of foreign debt

What is the main purpose of the World Trade Organisation (WTO)?

(A)
(B)
©
(D)

to measure the quality of life in individual countries
to stabilise balance of payment problems in nations
to provide loans to developing nations

to promote free trade in the global economy

What could be the effect of a rise in real interest rates in Australia in the short term?
(ceteris paribus)

(A)
(B)
©)
(D)

increased levels of overseas investment in Australia resulting in an appreciation
of the Australian dollar

increased levels of overseas investment in Australia resulting in an depreciation
of the Australian dollar

decreased levels of overseas investment in Australia resulting in an appreciation
of the Australian dollar

have no effect on the levels of overseas investment in Australia or the exchange
rate

Which of the following would oceur if Australia’s inflation rate fell below our trading
partners?

(A)
(B)
(©
(D)

our trade balance would probably improve and the $A would depreciate
our trade balance would probably deteriorate and the $A would appreciate
our trade balance would probably improve and the $A would appreciate
our trade balance would probably deteriorate and the $A would depreciate
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9.

The following diagram represents the market for a good

~
price (5) ? et

-

S

O ﬁ. y

If the government were to cease payment of an $18 subsidy to manufacturers, ceteris
paribus, the new price of the good would be

(A)  unchanged

(B) atleast $18 higher than before
(C)  exactly $18 higher

(D)  less than $18 higher than before
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Section il

Total marks (40)

Attempt Questions 21-24

Allow about 1 hour and 15 minutes for this section

Answer the question in the spaces provided

Question 21(10 marks) Marks
(a)  Define the term globalization. 2 K
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(b)  Explain the direction and compasition of Australia's trade in 2001
4

The. Mine Chigin %0 Quatyveliotls Hrode (oo C(Aquax,d 1A Co
19C0r fown Hoal Uk oirg our arann #/ocling  posdfer botse

/\_ e & Uk (od d\o-lne_ct tlo EV"DI\QM Unien L ol O d,«‘SCnvvulr

S S

M}/ﬂfed agaanst nen —-€uro—;r<am (ncom Countiies Suel as @ustvialia
‘ ' et €0
%!""—'\Co_ Qustractio gwépe/d o linachor of ivode fo Osion

¢

et o ASEAN o —

O?UV\#M‘\.O/.) ) LA ‘_F)'a. 3 f‘l/\o,lj WV\/\A,LLL up 36- 8§87, g our Wﬁ‘
N Centraf+ G HHoa_ .F/U'V()‘(\_La/r\, Unigr. woho M(,j o 1359, g
Qur M!\;e-/{'?)\ Tl 'eohvwlpospl"lwth %(’ C&/s?'m,@\\a}o e)czpow/ﬁx PW‘I'\
ecel%  on e 2 L )

;}:l\\ natyred ALsortes, while sur ;M‘f)(_o.\,*'i dead Lo bo %dxwmﬁj

o

N{)‘ by fntewvwediod (<) &—-Qébp—kecg'?k?-@% ot WSVNR?'\-:—
he » Clustrenlion deoes nd-Y hore a G&W\p@/&e‘l"“@

OL“H/\AA/: %SWM)C tvv\/{,\yv( & aaae Fu Hag ( :(A_(z;’i‘i
enbrd P ﬂﬁ\cv\fu% Fnee. tubs Prodmce c]aoé‘( w2 Ao ik ha



Al

(c)  Assess the impact of one international organization on the giobal
economy. 4
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lﬁgure 1: The Sectoral Compasition ot Australia's Exports of Goods and Services in 2001

MWRua 229
.Mining 35%
mManutacluring 20%
Bl services 23%

lF;gure 2: The Composition of Australia's Imports of Goods in 2001 |

. Consumption Goods 30%
I ntermediate Goods 45%
D Capital Goods 25%

Figure 3: Major Australian Export Markets in QOOTI

W north East Asia 30,66
Meu 350

Oasean 12.19%

USA 9.3%

. New Zealand 6.8%
Wore 1550

Figure 4: The Major Sources of Australia's Imports in 2001 l

M North East Asia 26.6%
Mev 2309

[Jasean 12.7%
Busa 21.4%

.New Zealand 4%

M other 5.4%
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Question 22 (10 marks) Marks

(@)  Outline how Australia's exchange rate is determined. 2
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(b) Explain the effect of an increase in the demand for Australia's exports on
the value of the $A 2
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(c) Demonstrate the effect explained in (b) above on the diagram below
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(d)  Using the diagram below explain the outcome if the exchange rate were
fixed at $0.70 US 4
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Question 23 (10 marks)
Economic Indicators for

1992.93
1193-94
1994-95

1995-96 .
199697

1997.98
1898-99
1999-00

(a)
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Marks

Economy X
Labourforce | Unempioyed [Unempioymen | Real GDP Inflation
t Rate

Persons Persons % % change %
8,574,400 940,400 11.0 3.7 1.0
8,696,000 915,500 10.5 4.1 1.8
9,065,500 764,300 8.4 4.5 4.2
9,173,100 792,400 8.6 3.8 1.3
9,260,600 764,200 8.3 4.8 0.1
9.389,000 718,200 7.6 4.8 1.2
9,577,900 661,400 6.9 4.3 2.4

Calculate the rate of unemployment in 1994 -95. (record your formula and

show your calculation)

Uneimploywent Coite
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(b)  Describe the relationship between the rate of unemployment and the
changes in the real GDP between 1992 - 93 and 1996 - 97. 2
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Outline one advantage and one disadvantage of a sustained period of low

(c)
inflation on an economy. 2
1
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(d)  Assess the economic and social problems created by high Ieve!s of CF

unemployment.
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Question 24 (10 marks)

(a)  Explain the term Gini coefficient 2

ol

Gine oefficent o quaukbve  woosvre
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Using the table below answer question (b)

Average Hourly Earnings Australia

1994
ABS Cat 6302
Industry Males |Females|Industry juniors
{$per | ($per ($per hour)
hour) hour)
Mining 27.18 19.91 14.76
Manufacturing 16.51 18.67 7.64
Construction 16.96 12.52 8.38
Retail Trade 13.18 12.23 7.34
Finance and Business 19.1 14.88 8.28
Personal and Other 14.74 13.42 6.59
Average 17.22 15.04 7.61

(b)  Using the above table account for the variation of income according to
gender and age 4 el
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(c) Examine 2 costs and 2 benefits of Australia's current distribution of

income. 4
4/9

Cost 1
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Section III
Total marks (20)
Attempt either Question 25 or Question 26

Allow about 35 minutes for this section

Answer the question on a separate page

In your answer you will be assessed on how well you:

. use your knowledge and the economic information provided

. apply economic terms, concepts, relationships and theory

. present a sustained, logical and well-structured answer to the question
EITHER

Question 25 (20 marks)

Discuss the effects of protectionist policies on the global economy.

The level of protection in manufacturing industries
in various countries

40
35
30

o 254
20 -
154
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Graph 2. World Trade in Goods and Services

Annual Percentage Growth in Trade Volumes

1893 1994 1995 19%6 1997 19% 1999 200

Years

Source: IMF, World Economic Outloak, 2001.
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OR

Question 26 (20 marks)

Analyse the impact of mo i i
fnalyse the 1 yé)lent vements in the exchange rate on the Australian economy and the

! 1 100 -
©
| Y
i ) =
|
{1 n § ! Exchange rate
B s w | »The fundamentals of the Ausmalian economy don't
1E % : warrant a dollar asdow as it is at the present time... [But}
18- ” 3 | 'you have got to femember that an exchange rate decline
1| «© _g i is actually expansionary for the economy.”
o " ; - Treasurer Peter Costello 15 March 2001
»
02 .
10
e r——r— T 10
: T 8 T2 RS E T |
333333 Eizet .
' Puriod X < )
—— A againe SUS \
mmaae Trade Weightad index (May 1970 = 100.00) Key Australian Indicators
; Latest Date 12 mths ago
Value of SA against SUS and Trade Weighted index i Economics growth 2.1% Dec 00 5.4%
. . . Inflation (CP1) 6.0% Mar 01 2.8%
-Leading Edge, Economics ‘Unemployment 6.8% Mar 01 6.8%
Update Feb. 2001 ! Ave, weekly eamings 4.9% Nov 00 3.0%
Participation rste 63.5% Mar 01 63.6%
! Wage cost index +3.4% Dec 00 +3.0%
Household savings 2.6% Dec 00 2.0%
RBA cash rate 5.5% Mar 01 5.75%
\External accounts
; Current account -$33.9bn 199800 -$33.7bn
Expors $142.0bn 2000 $113.7bn
* Export growth +21.9% 2000 -0.1%
Imports $149.8bn 2000 $130.2bn
Imports growth +13.9% 2000 +4.3%
Net foreign debt $300bn Dec 00 $243bn
Foreign debt {%GDP) 46.6% Dec 00 39.7%
Terms of trade +49% Dec 00 +5.0%
Trade Weighted Index 474 Mar 00 53.1
Changing Trade Patterns: Australian Exports
Destination 1990 2000
) US/EU 5% 2%
-Leading Edge, Economics ~ Japan 26% 20%
Update March 2001 ASEAN 11% 14%
Other East Asia 15% 2%
Rest of World 22% 22%

+ Furecases from RBA 200)
Sowrces ABS Cawlogues 1350.0, 5200.0, 9301 0. 5625.0. 6202.0. 6301 0
6401 0. Reserve Bank Bulleon
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Section IV
Total marks (20)
Attempt either Question 27 or Question 28

Allow about 35 minutes for this section

Answer the question on a new page

In your answer you will be assessed on how well you:

. use economic data
. apply economic terms, concepts, relationships and theory
. present a sustained, logical and well-structured answer to the question

Question 27 (20 marks)

Analyse the impact of globalisation on the level of economic growth and the standard of living
in the global economy.

OR
Question 28 (20 marks)

Examine the impact of changes in the global economy on Australia’s economic performance.



