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Section 1
Total marks — 20

Attempt Questions 1-20
Allow about 35 minutes for this section

Use the Multiple Choice Answer Sheet provided

1 Which of the following countries is considered to be a newly industrialised country (NIC)?

(A) Japan
(B) China
(C) South Korea
(D) North Korea

2 What does the Lorenz Curve illustrate?

(A) The percentage of the population living in relative poverty
(B) The sources of income for a given population

(C) The percentage of the population living in absolute poverty
(D) The distribution of income for a givenpopulation

3 What is the most likely cause of the'shift in the supply of Australian dollars from S, S,
to S, 87

Price of $A in SUS
P

Quantity of $A

(A) Increased foreign investment in Australia
(B) Increased demand for Australia’s exports
(C) Increased Australian government spending

(D) Increased Australian demand for imports



How is net foreign liabilities calculated?

(A) Net foreign liabilities = gross foreign debt + net foreign debt

(B) Net foreign liabilities = gross foreign debt - net foreign debt
(C) Net foreign liabilitiess = net foreign debt  + net foreign equity

(D) Net foreign liabilities = net foreign debt - net foreign equity

Which of the following indicates contractionary fiscal policy?

(A) Lower interest rates and a lower exchange rate
(B) Higher income tax rates and reduced government expenditure
(C) Higher income tax rates and increased government expenditure

(D) Lower income tax rates and reduced government expenditure

How would the school fees paid by an overseas student studying for the HSC in a
NSWschool be recorded in the Balance of Payments?

(A) As a Services credit
(B) As a Current Transfer credit
(C) As an Income credit
(D) As a Capital Account credit

If the unemployment rate has reached the natural rate of 6%, what would be the most
appropriate policy response to further reduce unemployment?

(A) Increase the budget deficit

(B) Decreasé interest rates

(C) Increase protection for labour intensive industries

(D) Increase expenditure on retraining programs for the unemployed

Which of the following is a public good?

(A) Street lighting

(B) A public swimming pool
(C) Public transport

(D) A tollway



9  The following information refers to Question 9.

Selected economic data for a nation

Balance of Payments $ Billions
Exports (goods) 150
Imports (goods) 125
Exports (services) 50
Imports (services) 55
Net Income and Transfers ?
Capital and Financial Account Surplus 50

What is the value of Net Income and Transfers?

(A) $30 billion surplus
(B) $70 billion deficit
(C) $120 billion deficit

(D) $380 billion surplus 4
10 Which of the following is an economic co une ment?

(A) A loss of output and income
(B) Rising crime and suicide ra

(C) Loss of self esteem and co ce ng the unemployed
(D) Rising divorce rates an ity rates
11 What would be the the Goods and Services Tax to currently non-
taxed areas of expéndi
(A) It woul 10nary pressures
(B) ortion in the allocation of resources

(C) It would lead to an increase in government spending on essential services

(D) 0 pressure to raise interest rates
12 be the likely outcome if the Australian economy experiences a sustained
inflow o funds?

ng inflationary pressures
(B) An increase in future current account deficits
A decrease in the value of the Australian dollar
(C) A decrease in Australia’s overseas investment
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What impact would lower than expected levels of economic growth have on the budget
outcome?

(A) Decrease a budget surplus through cyclical factors

(B) Decrease a budget surplus through structural factors

(C) Decrease a budget deficit through structural factors

(D) Decrease a budget deficit through cyclical factors

Which of the following is an example of foreign direct investment?

(A) Derivatives trading
(B) Securities trading
(C) A transnational company establishing a foreign subsidiary

(D) Australian Government securities sold overseas

Which of the following statements best explainshe funetion of the International
Monetary Fund (IMF)?

(A) To promote trade liberalisation

(B) To promote international financial stability

(C) To facilitate long term development prejects in developing countries

(D) To co-ordinate strategies regarding international economic and trade issues

Which of the following.decreases the level of protection for domestic producers?

(A) Increasing the value of subsidies

(B) Increasing the lewel of tariffs

(C) Increasing the use of embargoes

(D) Increasing the size of quotas on imports

Other'things being equal, what increase in investment is required to produce a $400m
mcrease ingational income in an economy with a MPS of 0.27

(A) $80m
(B) 1$320m
(C) 5$400m
(D) $2000m
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Which of the following is an advantage of free trade?

(A) Protection of infant industries

(B) Higher opportunity costs

(C) More efficient allocation of resources

(D) More efficient protection of environmental resources

Which of the following is a role of the Employment Advocate?

(A) The administration of Australian Workplace Agreemen
(B) Hearing of award Safety Net Cases

(C) The administration of industrial awards

(D) The certification of collective bargaining

The table below shows selected economic data ooun%

Savings
Investment
Taxation 20
Exports

Government Expenditure
Imports

Which of the followi

be supported by the information in the table?

(A) The level of nationdl inc 1s in equilibrium

(B) Planned sa s planned expenditure

(C) The f )¢ activity will tend to expand

(D) of ic activity will tend to contract
i< A W
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Section I1
Total marks — 40

Attempt Questions 21-24
Allow about 1 hour and 15 minutes for this section

Answer the questions in the space provided

Question 21 (10 marks) Marks

The table shows current account figures for a nation.

Year Current Account
Deficit % GDP
1998-99 -5.6%
1999-00 -5.3%
2000-01 -2 8%
2001-02 <1.2%
2002-03 (est) -5.5%
(a) Define the term current account. 1
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(b) With reference to'the table, identify ONE reason why the current account deficit 1
could have decreased in 2001-02.
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(c) Explain why the current account deficit (CAD) is usually expressed as a percentage 2

of GDP.
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Question 21 continues on page 9



Question 21 (continued) Marks

(d

(e)

Explain the relationship between the current account balance and the net foreign 2
liabilities.
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Explain TWO possible negative effects of a continued
economy.
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Question 22 (10 marks) Marks

(a) How would the successful implementation of a range of microeconomic reforms affect 1
aggregate supply?
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(b) What is microeconomic reform? 2
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(c) (1) Identify ONE microeconomic policy implemented by the Australian Government. 1
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Question 22 (continued) Marks
(d) Explain the role of microeconomic policies in complementing the Government’s 4

macroeconomic policies.
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Question 23 (10 marks) Marks

After the provision of a subsidy of sugar producers the supply curve shifts from

515,10 8; 5.
o)

Price $ Dy :

(per
kilo)

13

10

Dy

g e e e e

7 8 Quantity (000 kg)

(a) Calculate the subsidy per kilogram. 1
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(c) Explain the negative impact on an economy of a subsidy for the sugar industry. 3
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Question 23 continues on page 13
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uestion 23 (continued)

d) Explain TWO reasons why a government would use a subsidy instead of a taniff to

*ﬁﬂ.m!ﬂ.‘n%n?ﬂlﬁ.ﬁfﬁi*ﬁ*‘h"*ﬁtn

b, JCERT VI VI, TR V. Lt 1

e TSR W YVUT G TV WL LY

-

Bt lnse... . ANATS AR ] ek anTend.....

Marks

4

...B.'.;....-.m:.n..ﬁ.......:‘.1..._..!.:&.\r.ﬁn\rb..r,...am......‘E'r.':.&.....?:!'.ni:-.h.....?..‘!'..-...‘. TRnEN

B T =L S St SO 1 ¥ NN 5o S * ) i M-

—typen-  Fmage imatElilab =

T T o W
P o End of
= ?m.p..j Firnanatey - -

-

Tome e Promioe ——h pre=v

€ ey ey - T e ¥ @m—-—) o Doy T by

: c) :

49

“w
ja=v *--"-‘-t . LT T
_—

iy e e T T Ban s

F 4
L= —— o o =—t—uw



Question 24 (10 marks) Marks

The following information refers to environmental management.

(a)

(b)

(c)

[An objective of the Kyoto Protocol is to stabilise greenhouse gas emissions in
order to contain global warning.....]

New Zealand ratified the Kyoto Protocol yesterday and Canada will do so this
week, which means the international climate change treaty could come into
force as early as next year. Nearly 100 countries have ratified the pretocol;
which needs at least 55 states contributing at least 55 percent of the
industrialised world’s 1990 greenhouse gas emissions to come into force...
The United States, the world’s biggest emitter, and Australiarefuse toratify

the protocol.
Svdney Morning Herald 11 December 2002

Define the term ecological sustainable development. 1
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Define the term externality and give ONE example. 2
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Question 24 (continued) Marks

(d) Explain the possible impact of the Kyoto Protocol on the environment and on
economic growth in Australia.
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Section II1
Total marks — 20

Attempt EITHER Question 25 OR Question 26
Allow about 35 minutes for this section

Answer the question in a SEPARATE writing booklet.

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

Question 25 (20 marks)

Explain the role of Monetary Policy in achieving the goals'of economic Management in
Australia.

“Interest rates affect economic activity via a number of mechanisms. They can affect
savings and investment behaviour, the spending behaviour of households, the supply
of credit, asset prices and the exchange ratepall of which affect the level of aggregate

demand.”
About Monetary Policy, RBA

The Cash Rate 1999-2002
Date Cash Rate
Nowvember 1999 5%
August 2000 6.25%
February 2001 5.75%
December 2001 4.25%
May 2002 4.50%
June 2002 4.75%
December 2002 4.75%

End of Question 25
OR
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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

Question 26 (20 marks)

Explain the role of economic policies in achieving price stability in Australia.

Australia’s improved inflation performance between 1992and 2002
was consistent with lower world inflation due to falling costs and
prices through the impact of globalisation. Domestic faetors which
assisted with low inflation outcomes were the successful use of
interest rate targeting by the Reserve Bank: andthe spread of
structural reforms throughout the economy which helped to increase
competition, raise productivity and lower prices®f final goods and
services.

Current Ecoromics, July/August 2002

Consumer Price Index

Annual Change - per cent

Jun 98 Jum 99 Juan (M} Jun (1 Jun 02

Question 26 continues on page 19
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Question 26 (continued)

Unemployment Rate
Origingl ——
Seasonally adjusied
Per ceml
g
8
G
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Jum 9K Jun 99 Jun 04} Jum 01 o {12 Jun 1%
Gross Domestic Product
Annual Change — per cent
T
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2 \ /
Jun 45 Jun 9% Jun 00 Jun 01 Jun (2 Jun 03

Source: Australian Parliamentary Library, www.aph.gov.au/library

End of Question 26
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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 in a SEPARATE writing booklet.

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
Question 27 (20 marks)
4
Analyse the impact of globalisation on Australia’s inte external stability.
L
c
Question 28 (20 marks)
Analyse the impact of globalisati nomy other than Australia.
Q End of paper
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