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General Instructions 
 
• Reading Time: 5 minutes 
• Working Time: 3 hours 
• Write using black pen 
• Write your candidate number on the top 

of each page (or front of each booklet). 
• All work and this question paper to be 

collected in one bundle. 
• Board-approved calculators may be used. 
• Do NOT write in margins – Ask for extra 

booklets if you need more space for your 
answers 

 
 
 

Structure of Paper & Instructions 
 
• Total Marks: 100 
• Section I (20 marks): 
      Answer all questions in the Answer 
      Booklet provided. Select the  
      alternative A, B, C or D that most 
      fully and correctly answers the  
      question. 
• Section II (40 marks): 
      Answer all questions in the Answer  
      Booklet provided. 
• Section III (20 marks): 
      Attempt one question from this  
      section. Answer this question after 
      carefully reading the stimulus  
      material.  
• Section IV (20 marks): 
      Attempt one question from this  
      section. 

 
 

CHECKLIST 
Each boy should have the following: 
1 Question Paper 
1 Multiple Choice & Short Answer Booklet 
2 Writing Booklets 
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SECTION I 
20 marks 

Attempt questions 1 - 20 
Spend no more than 35 mins for this section 

Use the multiple-choice answer sheet on the front page of the  
Answer Booklet for Questions 1 - 20 

 
 
1. What is the largest component of yearly aggregate demand in the Australian economy? 
 

(A) Export receipts. 
(B) Investment. 
(C) Consumption. 
(D) Government expenditure. 

 
 
 
 
2. The following table presents information for Countries X and Y.   

 
Country Population (m) Working Age 

Population (m) 
Employed (m) Seeking 

employment 
(m) 

X 180 100 52 8 
Y 240 160 70 8 

 
Which of the following statements is correct? 

 
(A) Country Y has a lower unemployment rate but higher participation rate  

than Country X. 
(B) Country Y has a higher participation rate and higher unemployment rate  

than Country X. 
(C) Country X has a lower unemployment rate but higher participation rate  

than Country Y. 
(D) Country X has a higher participation rate and higher unemployment rate  

than Country Y.  
 
 
 
 
3. Which of the following transactions is an example of foreign direct investment 
 for Australia? 
 

(A) An American bank buying a very small number of shares in an Australian bank. 
(B) An Australian firm buying a machine from overseas. 
(C) An Australian business is bought by a Japanese company. 
(D) An English firm buying a large amount of Australian dollars on the foreign exchange 

market. 
 
  



 

4. The diagram below shows the relationship between inflation and unemployment in an economy 
in the short term: 

 

 
 
 Which of the following would not be a likely cause the movement indicated in the diagram?  
 

(A) An increase in consumer and business confidence. 
(B) The economy is approaching capacity constraints. 
(C) Higher interest rates and lower government spending. 
(D) Injections exceeding leakages. 

 
 
5. What consequence is most likely to arise when the Federal Government runs a budget 

deficit financed by selling bonds to the private sector in Australia? 
 

(A) Greater government expenditure. 
(B) Higher company tax receipts. 
(C) Lower terms of trade. 
(D) An increase in domestic interest rates. 

 
 
6. The following question relates to the table below showing hypothetical Balance of 

Payments data for a country with a floating exchange rate:  
 
B of P Item Year 1 ($bn) Year 2 ($bn) 
Financial Account 150 185 
Exports 190 80 
Capital Account 50 -10 
Net Secondary Income 10 15 
Imports 70 85 
Balancing Item -10 5 

 
 What has happened to the Net Primary Income deficit from Year 1 to Year 2? 
 

(A) It has fallen by more than $120bn. 
(B) It has risen by less than $150bn. 
(C) It has doubled in size. 
(D) It has halved in size. 

  



 

7. Which of the following conditions would improve Australia’s international 
 competitiveness?  

 
(A) Higher domestic interest rates. 
(B) A rise in the value of the $A.  
(C) An increase in the general level of wages.  
(D) Greater decentralisation of the labour market. 

 
 
8. The following graph demonstrates the interaction of demand and supply conditions 
 for Australian currency under a floating exchange rate regime. 

 

 
 
Which of the following would not have caused a shift in the supply curve as shown?  

 
(A) Greater overseas investment undertaken by Australian firms. 
(B) More Australians travelling overseas. 
(C) An increase in the demand for imports. 
(D) The RBA dirtying the float by selling foreign currency. 

 
 
9. Consider the following table before answering this question.  
 

Year CPI Nominal GDP ($bn) 
1 110 1000 
2 105 1200 
3 115 1300 

 
 Which of the following statements is true? 
 

(A) Inflation rose to 8.7% in Year 3. 
(B) Economic growth was 20% in Year 2. 
(C) Inflation was 4.55% in Year 2. 
(D) Economic growth was negative in Year 3. 

 
  



 

10. How would a loan to an overseas financial institution from an Australian bank 
 be recorded in the foreign country’s Balance of Payments?  

 
(A) As a debit on the Capital account.  
(B) As a credit on the Capital account.  
(C) As a debit on the Financial account.  
(D) As a credit on the Financial account.  

 
 
11. The following graph shows a business cycle for an economy: 

 

 
What combination of policies would move the economy from X to Y? 

 
 

(A) 
(B) 
(C) 
(D) 

Govt Spending Monetary Policy 
Increase G relative to T RBA buys back Govt bonds from banks 
Increase T relative to G RBA buys back Govt bonds from banks 
Increase G relative to T RBA sells Govt bonds to banks 
Increase T relative to G RBA sells Govt bonds to banks 

 
 
 
12. How could the Federal Government best reduce frictional unemployment? 
 

(A) Lower rates of income tax. 
(B) Expanding the Jobactive network. 
(C) Raising the school leaving age. 
(D) Offer increased child-care subsidies. 

 
 
13. Which of the following is an example of an automatic stabiliser?  
 

(A) A reduction in marginal tax rates.  
(B) An increase in spending on national infrastructure by the government.  
(C) An increase in tax collections due to higher rates of economic growth.  
(D) An increase in interest rates due to higher inflation.  

  



 

14. Which combination of policies would be best to protect a country’s industries from 
 import competition in the short run? 
 
 
(A) 
(B) 
(C) 
(D) 

Higher tariffs on imports Decrease quotas on imports 
Higher subsidies for exporters Increase quotas on imports 

More export incentives Lower tariffs on imports 
Decrease quotas on imports Signing more free trade agreements 

 
 
15. This question relates to the graph below which shows marginal social costs (MSC) 
 and marginal private costs (MPC) for a particular good produced in Australia: 
 

 
 
  What implications are there if the government uses market forces to shift the 

 supply curve from MPC to MSC? 
 

 
(A) 

 
(B) 

 
(C) 

 
(D) 

Consumer Producer Environment 
Higher Prices Higher Costs of 

Production 
Decreased negative 

externalities 
Higher Prices Lower Costs of 

Production 
Decreased negative 

externalities 
Lower Prices Increased Profits Improve 

intergenerational equity 
Lower Quantity Reduced Profits Worsen 

intergenerational equity 
 
 
16. Which of the following is correct in relation to enterprise agreements and awards? 
 

(A) National Employment standards are applicable to awards but not enterprise 
agreements. 

(B) There are more people on awards in Australia than there are on enterprise 
agreements. 

(C) Enterprise agreements are for industries whereas awards tend to be for specific 
 firms. 

(D) Enterprise agreements have to pass the BOOT whereas awards do not. 
  



 

17. The information below relates to changes in the value of the Australian dollar: 
 

Year US Dollar Australian Dollar 
1 1 0.75 
2 1.20 1 

 
 What is the effect of this change, ceteris paribus? 
 
 
 
(A) 
(B) 
(C) 
(D) 

Servicing Costs of Loans 
Borrowed from the US 

US Exports  
to Australia 

Increase Increase 
Increase Decrease 
Decrease Decrease 
Decrease Increase 

 
 
 
 
18. The table below relates to data for a hypothetical 3 sector economy: 

 
 Savings Consumption Investment 

Year 1 200 800 200 
Year 2 250 950 250 

 
 Given the above information, which of the following combinations is correct? 
 
 
(A) 
(B) 
(C) 
(D) 

Level of Income in Year 2 Multiplier in Year 2 
Equilibrium 4 

Disequilibrium 4 
Equilibrium 1.33 

Disequilibrium 1.33 
 
 
 
 
19. Which of the following is a distinguishing feature of the World Trade 
 Organisation? 
 

(A) It provides funds to developing countries for development projects such as 
building a port. 

(B) It allows a member to impose tariffs on another member if the latter does not 
comply with a directive following a trade dispute. 

(C) It encourages the formation of bilateral trade arrangements between nations. 
(D) It does not include trade arrangements for intellectual property. 

 
  



 

20. The following diagram shows a shift in a country’s aggregate demand from  
 AD to AD1: 
 

 
 
 Which of the following could have caused this change, ceteris paribus? 
 

(A) Injections rising faster than leakages. 
(B) An increase in imports. 
(C) Higher wage demands. 
(D) Lower productivity. 

 
 

 
 
 
 

END OF SECTION I 
 
 

SECTION II 
40 marks 

 
The questions for Section II are contained in the Answer 

Booklet. 
Please complete your answers in the spaces provided. 

Marks for each part of the question are as indicated. 
Spend no more than 1 hour and 15 minutes on this section. 

  



 

SECTION II 
40 marks 

Marks for each part of the question are indicated 
Spend no more than 1 hour and 15 minutes on this section 

Answer the questions in the spaces provided below 
 
 

Question 21 
 
(a) Why are public goods considered to be non-rival and non-excludable? 
          (2 marks) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
(b) Using an example, explain why some economists consider the environment  
 as a case of market failure.      (4 marks) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
  



 

(c) Discuss TWO government policies aimed at improving Australia’s  
 environmental sustainability.      (4 marks) 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
Question 22 
 
(a) This question is based on the following graph that depicts a Lorenz Curve for a 
 particular country: 
 

  
 
 If Area A = 60, Area B = 40 and Area C = 100, calculate the gini coefficient for 
 this economy.        (1 mark) 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
  



 

(b) Outline TWO possible causes of an increase in an economy’s gini coefficient.  
          (2 marks) 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
(c) Outline THREE benefits of rising inequality in an economy.   (3 marks) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
(d) Explain TWO impacts of moving towards a more decentralised labour market.  
          (4 marks) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
               Continue on next page  



 

Question 22 (d) continued 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
Question 23 
 
(a) How do ‘local content rules’ work as a form of protection?  (1 mark) 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
(b) The following graph refers to the effects of a $1 per unit tariff on an economy  
 with a world price of $10 per unit. 
 

 
 
 Using TWO pieces of numerical evidence from the graph above, justify the 
 imposition of the tariff.      (4 marks) 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
               Continue overleaf  



 

Q23 (b) continued 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
 
(c) How are the ‘terms of trade’ calculated for an economy?  (1 mark) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
 
(d) Identify the impacts of a rising terms of trade on the Australian economy. 
          (4 marks) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
  



 

Question 24 
 
(a) Identify ONE measure of economic growth and ONE measure of economic 
 development: 
 
 Economic Growth:       (1 mark) 
 
…………………………………………………………………………………………… 
 
 Economic Development:      (1 mark) 
 
…………………………………………………………………………………………… 
 
(b) For an economy other than Australia, explain how economic development  
 has been promoted in recent times.     (4 marks) 
 
 
 Chosen Country:  ………………………………………………….. 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
(c) Discuss the potential economic conflicts that could arise when a government 
 seeks to achieve strong economic growth.    (4 marks) 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
               Continue overleaf  



 

Question 24 (c) continued 
 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
…………………………………………………………………………………………… 
 
 
 

END OF SECTION II 
SECTIONS III & IV ARE BACK ON THE QUESTION PAPER 

 
 



 

SECTION III 
20 marks 

Attempt EITHER Question 25 OR Question 26 
Allow at least 35 minutes for this question 

Answer your chosen question in a Writing Booklet 
 
 
In your answer you will be assessed on how well you: 
• Demonstrate knowledge and understanding relevant to the question 
• Use the information provided 
• Apply relevant economic terms, concepts, relationships and theory 
• Present a sustained, logical and cohesive response 
 
 

EITHER 
 
 

25. Examine the factors that have influenced the value of the Australian dollar in recent 
times and the implications for the Australian economy. 

 
 

 
 
 

 
 
 
 
 
 
 
 

  

Research by the RBA has identified several causes of the 
Australian dollar’s recent movements.  These can be considered 
as either short-term speculation or longer-term economic factors 
on which that speculation is based. 
       Dixon (Edit), 2018 



 

OR 
 
 

26. Examine the factors that have influenced Australia’s Balance of Payments in recent 
times and the implications for the Australian economy. 

 
 

 
 
 

 
 
 
 
 
 
 
 
 

 
END OF SECTION III 

 
 

In 2018, the IMF highlighted several key contributing 
factors to Australia’s CAD improvement.  It calculated that 
if the CAD stays in a range of 2.5 – 3% of GDP, lower 
capital and financial inflows will be needed and so net 
foreign liabilities may be sustained at 55%. 
      Dixon (Edit), 2018 



 

SECTION IV 
20 marks 

Attempt EITHER Question 27 OR Question 28 
Allow at least 35 minutes for this question 

Answer your chosen question in a separate Writing Booklet 
 

 
In your answer you will be assessed on how well you: 
• Demonstrate knowledge and understanding relevant to the question 
• Apply relevant economic terms, concepts, relationships and theory 
• Present a sustained, logical and cohesive response 

 
 
 

EITHER 
 
 
 

27. Assess the role that microeconomic policies have played in improving Australia’s 
productivity and encouraging structural change. 

 
 
 

OR 
 
 
 

28. Assess the role that macroeconomic policies have played in achieving internal 
economic objectives in Australia. 

 
 
 

END OF THE EXAMINATION 
 



 

SGS 2019 TRIAL HSC ECONOMICS 
ANSWER BOOKLET FOR SECTIONS I & II 

 
 

Candidate Number: ……….…………………………..... 
 
 

SECTION I 
 
 

(1) A B C D  (11) A B C D 
 
 
 
(2) A B C D  (12) A B C D 
 
 
 
(3) A B C D  (13) A B C D 
 
 
 
(4) A B C D  (14) A B C D 
 
 
 
(5) A B C D  (15) A B C D 
 
 
 
(6) A B C D  (16) A B C D 
 
 
 
(7) A B C D  (17) A B C D 
 
 
 
(8) A B C D  (18) A B C D 
 
 
 
(9) A B C D  (19) A B C D 
 
 
 
(10) A B C D  (20) A B C D 
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