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• Contact details for any queries or feedback. 
• Relevant WACE subject information. 
• University scholarship information. 
• Other useful information.  

 
Key Features of the Essential Insight Exam Guides 

• Contains the past five years of WACE exam questions from 2023 to 2019, categorised based on the most up 
to date SCSA syllabus reviews.  

• Significantly reduced overall cost compared to alternative book options. 
• Future editions will be released with the most up to date WACE exams. 
• Students can review chapters, specific questions or solutions at any given time throughout the course.  
• Students can refer to relevant chapters to complete during class or for private study to prepare for topic tests or 

exams. 
• Teachers can use these eBooks as a great reference point for lesson planning, developing internal assessments 

or when preparing class activities to ensure alignment with exam level questions. 
• Mark allocation included to guide student time management. 
• Fully worked answers from the WACE marking guide are included for feedback. 
• Increase student confidence and enable high achievement. 

 
How to Use Essential Insight Exam Guides 
Purchase of these eBook PDFs allows your students access to previous WACE exam questions, arranged by syllabus 
topics and answers from the marking guide. Revision for WACE assessments or exams becomes much more 
straightforward. Students can review chapters, specific questions or solutions at any given time throughout the course. 
Students can be referred to relevant chapters to complete during class or privately to prepare for topic tests or exams. 
These textbooks also act as a great reference for teachers regarding lesson planning, developing internal assessments 
or when preparing class activities to ensure alignment with exam level questions.  
 
Books available in this series 
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• Mathematics Specialist 

• Biology 
• Chemistry 
• Human Biology 
• Physics 
• Psychology 

• Accounting and Finance 
• Economics 
• Geography 
 

 
Acknowledgements 
School Curriculum and Standards Authority. (2019-2023). ATAR Examinations and Marking Keys. The School 
Curriculum and Standards Authority does not endorse this publication or product. 
. 

  



 

 Essential Insight Exam Guide – 2025 Edition – Page 3 

Contents 
 
Unit 3 – Australia and the global economy .................................................................................................................. 5 

Unit 3 – Australia’s international trade ...................................................................................................................... 5 

Section 1 ...................................................................................................................................................................... 5 

Section 2 ...................................................................................................................................................................... 6 

Section 3 ...................................................................................................................................................................... 6 

Marking Guide – Section 1 ........................................................................................................................................ 13 

Marking Guide – Section 2 ........................................................................................................................................ 14 

Marking Guide – Section 3 ........................................................................................................................................ 14 

Unit 3 – Free trade and protection ............................................................................................................................ 16 

Section 1 .................................................................................................................................................................... 16 

Section 2 .................................................................................................................................................................... 24 

Section 3 .................................................................................................................................................................... 29 

Marking Guide – Section 1 ........................................................................................................................................ 50 

Marking Guide – Section 2 ........................................................................................................................................ 58 

Marking Guide – Section 3 ........................................................................................................................................ 63 

Unit 3 – Balance of payments ................................................................................................................................... 70 

Section 1 .................................................................................................................................................................... 70 

Section 2 .................................................................................................................................................................... 72 

Section 3 .................................................................................................................................................................... 76 

Marking Guide – Section 1 ........................................................................................................................................ 97 

Marking Guide – Section 2 ........................................................................................................................................ 99 

Marking Guide – Section 3 ...................................................................................................................................... 103 

Unit 3 – Terms of trade ............................................................................................................................................ 110 

Section 1 .................................................................................................................................................................. 110 

Section 2 .................................................................................................................................................................. 111 

Section 3 .................................................................................................................................................................. 113 

Marking Guide – Section 1 ...................................................................................................................................... 121 

Marking Guide – Section 2 ...................................................................................................................................... 122 

Marking Guide – Section 3 ...................................................................................................................................... 124 

Unit 3 – Exchange rates ........................................................................................................................................... 126 

Section 1 .................................................................................................................................................................. 126 

Section 2 .................................................................................................................................................................. 128 

Section 3 .................................................................................................................................................................. 136 

Marking Guide – Section 1 ...................................................................................................................................... 143 

Marking Guide – Section 2 ...................................................................................................................................... 145 

Marking Guide – Section 3 ...................................................................................................................................... 152 

Unit 3 – Foreign investment .................................................................................................................................... 154 

Section 1 .................................................................................................................................................................. 154 

Section 2 .................................................................................................................................................................. 156 

Section 3 .................................................................................................................................................................. 159 

Marking Guide – Section 1 ...................................................................................................................................... 166 

Marking Guide – Section 2 ...................................................................................................................................... 168 

Marking Guide – Section 3 ...................................................................................................................................... 171 

Unit 4 – Macroeconomic theory and economic policy ............................................................................................ 173 

Unit 4 – Australia’s macroeconomic performance and the business cycle....................................................... 173 

Section 1 .................................................................................................................................................................. 173 

Section 2 .................................................................................................................................................................. 176 

Section 3 .................................................................................................................................................................. 179 

Marking Guide – Section 1 ...................................................................................................................................... 187 

Marking Guide – Section 2 ...................................................................................................................................... 190 

Marking Guide – Section 3 ...................................................................................................................................... 192 

Unit 4 – The aggregate expenditure model ........................................................................................................... 194 

Section 1 .................................................................................................................................................................. 194 

Section 2 .................................................................................................................................................................. 197 

Section 3 .................................................................................................................................................................. 197 

Marking Guide – Section 1 ...................................................................................................................................... 218 

Marking Guide – Section 2 ...................................................................................................................................... 221 

Marking Guide – Section 3 ...................................................................................................................................... 221 

Unit 4 – The aggregate demand and aggregate supply models .......................................................................... 228 

Section 1 .................................................................................................................................................................. 228 

Section 2 .................................................................................................................................................................. 230 



 

 Essential Insight Exam Guide – 2025 Edition – Page 4 

Section 3 .................................................................................................................................................................. 235 

Marking Guide – Section 1 ...................................................................................................................................... 242 

Marking Guide – Section 2 ...................................................................................................................................... 244 

Marking Guide – Section 3 ...................................................................................................................................... 250 

Unit 4 – Fiscal policy ................................................................................................................................................ 253 

Section 1 .................................................................................................................................................................. 253 

Section 2 .................................................................................................................................................................. 256 

Section 3 .................................................................................................................................................................. 259 

Marking Guide – Section 1 ...................................................................................................................................... 275 

Marking Guide – Section 2 ...................................................................................................................................... 278 

Marking Guide – Section 3 ...................................................................................................................................... 280 

Unit 4 – Monetary policy .......................................................................................................................................... 284 

Section 1 .................................................................................................................................................................. 284 

Section 2 .................................................................................................................................................................. 286 

Section 3 .................................................................................................................................................................. 286 

Marking Guide – Section 1 ...................................................................................................................................... 300 

Marking Guide – Section 2 ...................................................................................................................................... 302 

Marking Guide – Section 3 ...................................................................................................................................... 302 

Unit 4 – Labour productivity ................................................................................................................................... 306 

Section 1 .................................................................................................................................................................. 306 

Section 2 .................................................................................................................................................................. 307 

Section 3 .................................................................................................................................................................. 313 

Marking Guide – Section 1 ...................................................................................................................................... 320 

Marking Guide – Section 2 ...................................................................................................................................... 321 

Marking Guide – Section 3 ...................................................................................................................................... 327 

 
 

Notes 
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to be included in this exam guide. This has been flagged in the relevant questions in the exam guide. 
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Unit 3 – Australia and the global economy 
 

Unit 3 – Australia’s international trade 
 
Section 1 
 

2023 
Section 1 

Question 3 
 

Australia’s 
international 

trade 

An economic effect of globalisation in Australia has been 
 
(a) an appreciation of the Australian dollar. 
(b) increased inflation. 
(c) increased cyclical unemployment. 
(d) the lowering of trade barriers. 

 
2023 

Section 1 
Question 9 

 
Australia’s 

international 
trade 

Australia’s top five two-way trading partners in 2022 were 
 
(a) China, USA, United Kingdom, South Korea, Japan. 
(b) China, Japan, South Korea, USA, Singapore. 
(c) Japan, China, United Kingdom, USA, South Korea. 
(d) China, Japan, South Korea, India, USA. 

 
2022 

Section 1 
Question 4 

 
Australia’s 

international 
trade 

Which of the following statements regarding the composition and direction of Australian trade is 
correct?  
 
(a) Australia’s largest two-way trading partner is the European Union.  
(b) There has been a recent shift in the direction of Australia’s trade toward Asia over the last ten 
years.  
(c) Coal is Australia’s largest export commodity.  
(d) Since 2020, tourism has been Australia’s largest import category. 

 
2021 

Section 1 
Question 4 

 
Australia’s 

international 
trade 

As a percentage of GDP, Australia’s total imports plus total exports, is approximately  
 
(a) 75%.  
(b) 45%.  
(c) 25%.  
(d) 5%. 

 
2019 

Section 1 
Question 22 

 
Australia’s 

international 
trade 

Which of the following statements regarding the changing importance of economic sector output in 
Australia over time is correct?  
 
(a) The output share of both services and agriculture has risen.  
(b) The output share of services has risen but that of manufacturing has declined.  
(c) The output share of both manufacturing and mining has risen.  
(d) The output share of services has declined but that of mining has risen. 
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Section 2 
 
There have been no questions on this topic for this section in the exams of recent years. 
 
Section 3 
 

2021 
Section 3 

Question 28 
 

Australia’s 
international 

trade 

(a) Explain the term ‘globalisation’ and describe four factors that have influenced the extent of 
globalisation in recent years. (10 marks) 
 
(b) Discuss the economic effects of globalisation on the Australian economy. (10 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 

Question 3 
 

Australia’s 
international 

trade 

An economic effect of globalisation in Australia has been 
 
(a) an appreciation of the Australian dollar. 
(b) increased inflation. 
(c) increased cyclical unemployment. 
(d) the lowering of trade barriers. – Answer 

 
2023 

Section 1 
Question 9 

 
Australia’s 

international 
trade 

Australia’s top five two-way trading partners in 2022 were 
 
(a) China, USA, United Kingdom, South Korea, Japan. 
(b) China, Japan, South Korea, USA, Singapore. – Answer 
(c) Japan, China, United Kingdom, USA, South Korea. 
(d) China, Japan, South Korea, India, USA. 

 
2022 

Section 1 
Question 4 

 
Australia’s 

international 
trade 

Which of the following statements regarding the composition and direction of Australian trade is 
correct?  
 
(a) Australia’s largest two-way trading partner is the European Union.  
(b) There has been a recent shift in the direction of Australia’s trade toward Asia over the 
last ten years. – Answer 
(c) Coal is Australia’s largest export commodity.  
(d) Since 2020, tourism has been Australia’s largest import category. 

 
2021 

Section 1 
Question 4 

 
Australia’s 

international 
trade 

As a percentage of GDP, Australia’s total imports plus total exports, is approximately  
 
(a) 75%.  
(b) 45%.  – Answer 
(c) 25%.  
(d) 5%. 

 
2019 

Section 1 
Question 22 

 
Australia’s 

international 
trade 

Which of the following statements regarding the changing importance of economic sector output in 
Australia over time is correct?  
 
(a) The output share of both services and agriculture has risen.  
(b) The output share of services has risen but that of manufacturing has declined.  
(c) The output share of both manufacturing and mining has risen.  
(d) The output share of services has declined but that of mining has risen. 
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Marking Guide – Section 2 
 
 
There have been no questions on this topic for this section in the exams of recent years. 
 
Marking Guide – Section 3 
 

2021 
Section 3 

Question 28 
 

Australia’s 
international 

trade 

(a) Explain the term ‘globalisation’ and describe four factors that have influenced the extent of 
globalisation in recent years. (10 marks) 
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(b) Discuss the economic effects of globalisation on the Australian economy. (10 marks) 
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Unit 3 – Free trade and protection 
 
Section 1 
 

2023 
Section 1 

Question 1 
 

Free trade 
and 

protection 

Which of the following factors has facilitated growth in the value of Australia’s exports in recent 
years? 
 
(a) decreased production costs of manufactured goods 
(b) an appreciation of the Australian dollar 
(c) trade liberalisation 
(d) increased trade barriers 

 
2023 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Australia’s international competitiveness will rise when 
 
(a) the value of the Australian dollar appreciates. 
(b) the domestic inflation rate is higher than that of our major trading partners. 
(c) labour productivity increases. 
(d) domestic real wage rates increase. 

 
2023 

Section 1 
Question 4 

 
Free trade 

and 
protection 

Which of the following statements about trade intensity is correct? 
 
(a) a high trade intensity ratio leads to increased dependence on foreign investment 
(b) Australia’s trade intensity is low in comparison to China and the USA 
(c) it measures the total value of imports and exports as a percentage of GDP 
(d) it indicates the impact of barriers to trade on the Australian economy 
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2023 
Section 1 
Questions 

5-6 
 

Free trade 
and 

protection 

Questions 5 and 6 refer to the production possibility frontier (PPF) model below for Australia and 
Malaysia for wheat and rubber. 
 

 
 
 
According to the model, 
 
(a) Australia has an absolute advantage in wheat and a comparative advantage in rubber. 
(b) Malaysia has an absolute and comparative advantage in the production of rubber. 
(c) Australia has an absolute advantage in the production of wheat and rubber. 
(d) Malaysia has an absolute advantage in rubber and a comparative advantage in wheat. 
 
The terms of trade that would allow both countries to engage in international trade is 
 
(a) Australia receives one unit of rubber for one unit of wheat. 
(b) Malaysia receives 0.5 units of wheat for one unit of rubber. 
(c) Australia receives two units of rubber for one unit of wheat. 
(d) Malaysia receives 0.5 units of wheat for two units of rubber. 
 

 
2023 

Section 1 
Question 7 

 
Free trade 

and 
protection 

The imposition of a tariff on food imported into Australia will result in 
 
(a) lower domestic food prices and greater choice of food options in Australia. 
(b) a reallocation of resources towards more competitive unprotected industries. 
(c) an increase in domestic food production and rising employment levels in this sector. 
(d) a decrease in government revenue. 
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2023 
Section 1 

Question 8 
 

Free trade 
and 

protection 

This question refers to the diagram below, which shows the demand and supply for solar energy 
panels in Australia and the effects of a subsidy on the domestic market. 
 

 
 
The deadweight loss created by the subsidy is equal to the area 
 
(a) ABF. 
(b) BCD. 
(c) BDEF. 
(d) BFG. 

 
2022 

Section 1 
Question 1 

 
Free trade 

and 
protection 

Australia experiences improved international competitiveness when there is 
 
(a) a higher domestic inflation rate than its trading partners.  
(b) an appreciation of the Australian dollar.  
(c) an improvement in labour productivity.  
(d) higher domestic real wages growth than its trading partners. 

 
2022 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Which of the following factors facilitate globalisation? 
 
(i) trade liberalisation  
(ii) improvement in transport and communication services  
(iii) growth and expansion of multinational corporations 
(iv) increased tariff protection for domestic firms 
 
(a) (i), (ii) and (iv)  
(b) (ii) and (iii) only  
(c) (ii) and (iv) only  
(d) (i), (ii) and (iii) 
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2022 
Section 1 

Question 3 
 

Free trade 
and 

protection 

The following graphs represent the production possibilities for Germany and Italy, and two products: 
cars and boats. 
 

 
 
According to the above graphs, which of the following statements is correct?  
 
(a) Italy has a comparative advantage in producing boats.  
(b) Italy has an absolute advantage in producing boats.  
(c) Germany has a comparative advantage in producing boats.  
(d) Both countries should produce an equal combination of cars and boats. 

 
2022 

Section 1 
Question 

22 
 

Free trade 
and 

protection 

Which of the following causes of structural change can be attributed directly to government policy?  
 
(a) changes in consumer preferences  
(b) lower levels of tariff protection  
(c) higher levels of GDP per capita  
(d) changes in mining technology 

 
2021 

Section 1 
Question 1 

 
Free trade 

and 
protection 

The largest category of world merchandise exports is  
 
(a) fuels and mining products.  
(b) agricultural products.  
(c) education and tourism services.  
(d) manufactured products. 

 
2021 

Section 1 
Question 2 

 
Free trade 

and 
protection 

One of the economic effects of globalisation is that it  
 
(a) creates jobs in the short term through structural change.  
(b) eliminates the principle of comparative advantage.  
(c) places downward pressure on the domestic price level.  
(d) reduces volatility in global financial markets. 
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2021 
Section 1 

Question 5 
 

Free trade 
and 

protection 

The table below shows the production possibilities of coal and iron ore in two countries. 
 

 
 
According to the above table, country  
 
(a) B has a comparative advantage in producing coal.  
(b) A has an absolute advantage in producing iron ore.  
(c) B has a comparative advantage in producing iron ore.  
(d) A has a comparative advantage in producing iron ore. 

 
2021 

Section 1 
Question 6 

 
Free trade 

and 
protection 

A subsidy is  
 
(a) direct payment to producers by government to reduce the market price of a good or service.  
(b) direct payment to producers on an imported good or service to reduce the cost of imports.  
(c) tax imposed on an exported good or service to reduce the cost of exports.  
(d) direct payment to producers by government to reduce the costs of domestic production. 

 
2020 

Section 1 
Question 1 

 
Free trade 

and 
protection 

Which of the following policies would be most likely to support economic growth in a developing 
nation?  
 
(a) increased government control of key industries and resources  
(b) government policies aimed at national self-sufficiency  
(c) tariffs on imports to support local industries  
(d) greater integration into the world economy 

 
2020 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Australia’s international competitiveness would improve if  
 
(a) the nation’s trade intensity was reduced. 
(b) wage costs rose faster than productivity.  
(c) the Trade Weighted Index rose.  
(d) industry subsidies and tariffs were further reduced. 

 
2020 

Section 1 
Question 3 

 
Free trade 

and 
protection 

A nation’s comparative advantage is determined mostly by  
 
(a) bilateral and multilateral free trade agreements.  
(b) its available resources and technology.  
(c) its trading partners.  
(d) transport costs and level of trade intensity. 

 
2020 

Section 1 
Question 4 

 
Free trade 

and 
protection 

The table below shows the production of beef and corn in two countries. 
 

 
 
Based on the information in the table, what is the opportunity cost of Country B producing one extra 
unit of corn?  
 
(a) 1 unit of beef  
(b) 2 units of beef  
(c) 0.5 units of beef  
(d) 1 unit of corn 
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2020 

Section 1 
Question 5 

 
Free trade 

and 
protection 

An increase in the use of tariffs and subsidies in a country is likely to  
 
(a) decrease imports, increase exports and improve market efficiency.  
(b) increase imports, decrease exports and reduce market efficiency.  
(c) decrease both imports and exports and reduce market efficiency.  
(d) increase both imports and exports and increase market efficiency. 

 
2020 

Section 1 
Question 6 

 
Free trade 

and 
protection 

Which of the following is not a possible argument for supporting the implementation of trade 
restrictions by a nation?  
 
(a) retaliation  
(b) specialisation  
(c) protection against cheaper foreign labour  
(d) promotion of economic diversification 

 
2019 

Section 1 
Question 1 

 
Free trade 

and 
protection 

One valid argument against globalisation is that it may  
 
(a) increase living standards in countries that reduce trade barriers.  
(b) lead to high rates of domestic inflation because of higher import prices.  
(c) cause volatile capital flows that can lead to economic instability.  
(d) shift national resources to industries with a comparative disadvantage. 

 
2019 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Which of the following statements most accurately reflects recent trends in the process of 
globalisation?  
 
(a) The displacement of workers in developed countries has led to greater use of trade protection 
measures.  
(b) The pace of growth in international trade and financial flows has continued to accelerate.  
(c) The success of the World Trade Organisation’s latest multilateral trade agreement has supported 
global integration.  
(d) Transport costs have risen and this has reduced the international flow of tourists and migrants. 

 
2019 

Section 1 
Question 3 

 
Free trade 

and 
protection 

This question refers to the table below, which shows the number of labour hours required to produce 
one unit of a particular product in two countries. 
 

 
 
In relation to the table above, which of the following statements is correct?  
 
(a) Country Y has an absolute advantage in both scooter and bicycle production.  
(b) Country Y has a comparative advantage in bicycle production.  
(c) Country X has a comparative advantage in scooter production.  
(d) Country X has a comparative advantage in bicycle production. 

 
2019 

Section 1 
Question 4 

 
Free trade 

and 
protection 

An argument against regional trade agreements that underpin blocs such as the European Union 
and the Association of Southeast Asian Nations is that they can  
 
(a) be harder to negotiate compared with World Trade Organisation multilateral agreements.  
(b) divert trade from a low-cost producer outside the trade agreement to a higher-cost producer 
within the trade agreement.  
(c) increase the trade intensity of member countries.  
(d) divert trade from high-cost producers within the trade agreement to lower-cost producers outside 
the trade agreement. 
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2019 
Section 1 

Question 5 
 

Free trade 
and 

protection 

This question is based on the diagram below, which shows the demand and supply for trucks in 
Australia and the effect of a tariff. (OP = domestic price before imports were allowed to enter the 
market, OW = world price, Sd = domestic supply, D = domestic demand, Sf = foreign supply.) 
 

 
 
The imposition of a tariff by the Australian Government on imported trucks would  
 
(a) decrease the price from OP to OT and the demand would expand from OQ3 to OQ4.  
(b) increase the price from OW to OT and the demand would contract from OQ4 to OQ3.  
(c) not affect the price but reduce the quantity of imports.  
(d) increase the price from OW to OT and expand local supply from OQ1 to OQ2. 

 
2019 

Section 1 
Question 6 

 
Free trade 

and 
protection 

Which of the following organisations has the responsibility for overseeing the international monetary 
system and eliminating exchange restrictions that hinder free trade?  
 
(a) The World Bank  
(b) The World Trade Organisation  
(c) The International Monetary Fund  
(d) The International Currency and Exchange Organisation 

 
2019 

Section 1 
Question 7 

 
Free trade 

and 
protection 

This question is based on the diagram below, which shows the domestic demand and supply for a 
product in a market that is open to international competition. 
 

 
 
Complete the following sentence by selecting one of the alternatives. 
 
If the world price is OW and a government subsidy shifts the domestic supply from S1 to S2, then 
imports will be ............................ and the deadweight loss in the market will be area 
............................  
 
(a) Q2 – Q3, DCAW.  
(b) Q1 – Q3, CBA.  
(c) Q1 – Q3, DCBW.  
(d) Q2 – Q3, CBA. 
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2019 

Section 1 
Question 

23 
 

Free trade 
and 

protection 

Which one of the following is not an example of an improvement in economic efficiency?  
 
(a) increasing the quantity of inputs available  
(b) making more cost-effective use of inputs  
(c) increasing the adaptability of inputs 
(d) moving inputs to their most productive use 
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Section 2 
 

2022 
Section 2 
Question 

25 
 

Free trade 
and 

protection 

This question refers to the edited extract below, which is from an article by James Fell and 
published on 15 February 2022. 
 

 
 
(a) (i) Identify a form of protection referred to in the article. (1 mark) 
 
 

 
 

 
 
(ii) With reference to the article, identify the proportion of Australia’s agricultural exports that were 
exported to its FTA partners in 2020–2021. (1 mark) 
 
 

 
 

 
 
(b) Describe two ways in which organisations such as the World Trade Organization (WTO) can 
influence world trade. (4 marks) 
 
One: 
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Two: 

 
 

 
 

 
 

 
 
(c) Using an appropriate model, illustrate and explain the effects of a subsidy on domestic 
production, imports and market efficiency. (6 marks) 
 

Model 
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2021 
Section 2 
Question 

27 
 

Free trade 
and 

protection 

This question refers to the edited extract below, which is from an article by Matthew Doran and 
published on 15 November, 2020. 
 
Australia signs Regional Comprehensive Economic Partnership, the world’s largest trade 
deal. 
 
The largest trade deal in history has been signed, with 15 countries including Australia agreeing to 
the trade deal covering 30 per cent of the global economy. Leaders agreed to the terms on the 
Regional Comprehensive Economic Partnership (RCEP) at the Association of South-East Asian 
Nations (ASEAN) summit in Bangkok last year. The countries involved are Australia, China, Japan, 
South Korea, New Zealand and the 10 members of ASEAN, including Indonesia and Vietnam.  
 
Senator Birmingham said, “The real benefits are two-fold – one is our farmers and exporters, will get 
a more common set of rules across all nations. The other is our services export industry will get new 
access across financial, banking, aged care, health care, education and other service industries, 
such as the provision of architectural, engineering or planning services.”  
 
The focus of RCEP is on standardising trade rules across countries, making it easier for people to 
do business. India has been negotiating during the eight years of talks, before pulling out last year. 
“That diminishes some of the value for Australia, as India would’ve been the one RCEP partner with 
whom we did not previously have any type of free trade agreement,” Senator Birmingham said. 
“However, the value of RCEP is still there.” The deal also does not include the United States, 
despite the country having US$2 trillion (A$2.7 trillion) in trade with the countries which are involved. 
 
(a) (i) List one benefit for Australian exporters from belonging to the RCEP. (1 mark) 
 
 

 
 
(ii) According to the article, which two countries are currently not members of RCEP? (1 mark) 
 
 

 
 
(b) Describe two arguments for trade liberalisation. (4 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 
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(c) Using a demand and supply model, illustrate and explain the effects on consumers and 
producers of a country imposing a tariff on an imported good. (6 marks) 
 
Consumers: 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
Producers: 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Model 
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Section 3 
 

2023 
Section 3 
Question 

28 
 

Free trade 
and 

protection 

‘The Australia-United Kingdom free trade agreement (A-UKFTA), signed virtually on 17 December 
2021, is a gold standard trade agreement that represents a once in a generation deal for Australia 
and a historic movement in our relationship with the United Kingdom’.  
 
(a) Outline the concept of free trade agreements and describe three arguments for trade 
liberalisation. (8 marks)  
 
(b) Using demand and supply models, demonstrate and explain how consumers and producers 
benefit from specialisation and trade. (12 marks) 
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2020 
Section 3 
Question 

29 
 

Free trade 
and 

protection 

Using the demand and supply model, demonstrate and explain the short- and long-term effects of a 
reduction in tariffs and subsidies on a trade-protected economy. (20 marks) 
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2019 
Section 3 
Question 

28 
 

Free trade 
and 

protection 

(a) Explain and demonstrate, using an economic model, how a nation can gain from specialisation 
and trade. (12 marks) 
 
(b) Explain the main determinants of Australia’s international competitiveness and describe two 
ways in which competitiveness can be improved over the long term. (8 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 

Question 1 
 

Free trade 
and 

protection 

Which of the following factors has facilitated growth in the value of Australia’s exports in recent 
years? 
 
(a) decreased production costs of manufactured goods 
(b) an appreciation of the Australian dollar 
(c) trade liberalisation – Answer 
(d) increased trade barriers 

 
2023 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Australia’s international competitiveness will rise when 
 
(a) the value of the Australian dollar appreciates. 
(b) the domestic inflation rate is higher than that of our major trading partners. 
(c) labour productivity increases. – Answer 
(d) domestic real wage rates increase. 

 
2023 

Section 1 
Question 4 

 
Free trade 

and 
protection 

Which of the following statements about trade intensity is correct? 
 
(a) a high trade intensity ratio leads to increased dependence on foreign investment 
(b) Australia’s trade intensity is low in comparison to China and the USA 
(c) it measures the total value of imports and exports as a percentage of GDP – Answer 
(d) it indicates the impact of barriers to trade on the Australian economy 
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2023 
Section 1 
Questions 

5-6 
 

Free trade 
and 

protection 

Questions 5 and 6 refer to the production possibility frontier (PPF) model below for Australia and 
Malaysia for wheat and rubber. 
 

 
 
 
According to the model, 
 
(a) Australia has an absolute advantage in wheat and a comparative advantage in rubber. 
(b) Malaysia has an absolute and comparative advantage in the production of rubber. – 
Answer 
(c) Australia has an absolute advantage in the production of wheat and rubber. 
(d) Malaysia has an absolute advantage in rubber and a comparative advantage in wheat. 
 
The terms of trade that would allow both countries to engage in international trade is 
 
(a) Australia receives one unit of rubber for one unit of wheat. – Answer 
(b) Malaysia receives 0.5 units of wheat for one unit of rubber. 
(c) Australia receives two units of rubber for one unit of wheat. 
(d) Malaysia receives 0.5 units of wheat for two units of rubber. 
 

 
2023 

Section 1 
Question 7 

 
Free trade 

and 
protection 

The imposition of a tariff on food imported into Australia will result in 
 
(a) lower domestic food prices and greater choice of food options in Australia. 
(b) a reallocation of resources towards more competitive unprotected industries. 
(c) an increase in domestic food production and rising employment levels in this sector. – 
Answer 
(d) a decrease in government revenue. 
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2023 
Section 1 

Question 8 
 

Free trade 
and 

protection 

This question refers to the diagram below, which shows the demand and supply for solar energy 
panels in Australia and the effects of a subsidy on the domestic market. 
 

 
 
The deadweight loss created by the subsidy is equal to the area 
 
(a) ABF. 
(b) BCD. – Answer 
(c) BDEF. 
(d) BFG. 

 
 

2022 
Section 1 

Question 1 
 

Free trade 
and 

protection 

Australia experiences improved international competitiveness when there is 
 
(a) a higher domestic inflation rate than its trading partners.  
(b) an appreciation of the Australian dollar.  
(c) an improvement in labour productivity. – Answer 
(d) higher domestic real wages growth than its trading partners. 

 
2022 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Which of the following factors facilitate globalisation? 
 
(i) trade liberalisation  
(ii) improvement in transport and communication services  
(iii) growth and expansion of multinational corporations 
(iv) increased tariff protection for domestic firms 
 
(a) (i), (ii) and (iv)  
(b) (ii) and (iii) only  
(c) (ii) and (iv) only  
(d) (i), (ii) and (iii) – Answer 
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2022 
Section 1 

Question 3 
 

Free trade 
and 

protection 

The following graphs represent the production possibilities for Germany and Italy, and two products: 
cars and boats. 
 

 
 
According to the above graphs, which of the following statements is correct?  
 
(a) Italy has a comparative advantage in producing boats. – Answer 
(b) Italy has an absolute advantage in producing boats.  
(c) Germany has a comparative advantage in producing boats.  
(d) Both countries should produce an equal combination of cars and boats. 

 
2022 

Section 1 
Question 

22 
 

Free trade 
and 

protection 

Which of the following causes of structural change can be attributed directly to government policy?  
 
(a) changes in consumer preferences  
(b) lower levels of tariff protection – Answer 
(c) higher levels of GDP per capita  
(d) changes in mining technology 

 
2021 

Section 1 
Question 1 

 
Free trade 

and 
protection 

The largest category of world merchandise exports is  
 
(a) fuels and mining products.  
(b) agricultural products.  
(c) education and tourism services.  
(d) manufactured products. – Answer 

 
2021 

Section 1 
Question 2 

 
Free trade 

and 
protection 

One of the economic effects of globalisation is that it  
 
(a) creates jobs in the short term through structural change.  
(b) eliminates the principle of comparative advantage.  
(c) places downward pressure on the domestic price level. – Answer 
(d) reduces volatility in global financial markets. 
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2021 
Section 1 

Question 5 
 

Free trade 
and 

protection 

The table below shows the production possibilities of coal and iron ore in two countries. 
 

 
 
According to the above table, country  
 
(a) B has a comparative advantage in producing coal.  
(b) A has an absolute advantage in producing iron ore.  
(c) B has a comparative advantage in producing iron ore. – Answer 
(d) A has a comparative advantage in producing iron ore. 

 
2021 

Section 1 
Question 6 

 
Free trade 

and 
protection 

A subsidy is  
 
(a) direct payment to producers by government to reduce the market price of a good or service.  
(b) direct payment to producers on an imported good or service to reduce the cost of imports.  
(c) tax imposed on an exported good or service to reduce the cost of exports.  
(d) direct payment to producers by government to reduce the costs of domestic production. 
– Answer 

 
2020 

Section 1 
Question 1 

 
Free trade 

and 
protection 

Which of the following policies would be most likely to support economic growth in a developing 
nation?  
 
(a) increased government control of key industries and resources  
(b) government policies aimed at national self-sufficiency  
(c) tariffs on imports to support local industries  
(d) greater integration into the world economy – Answer 

 
2020 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Australia’s international competitiveness would improve if  
 
(a) the nation’s trade intensity was reduced. 
(b) wage costs rose faster than productivity.  
(c) the Trade Weighted Index rose.  
(d) industry subsidies and tariffs were further reduced. – Answer 

 
2020 

Section 1 
Question 3 

 
Free trade 

and 
protection 

A nation’s comparative advantage is determined mostly by  
 
(a) bilateral and multilateral free trade agreements.  
(b) its available resources and technology. – Answer 
(c) its trading partners.  
(d) transport costs and level of trade intensity. 

 
2020 

Section 1 
Question 4 

 
Free trade 

and 
protection 

The table below shows the production of beef and corn in two countries. 
 

 
 
Based on the information in the table, what is the opportunity cost of Country B producing one extra 
unit of corn?  
 
(a) 1 unit of beef  
(b) 2 units of beef  
(c) 0.5 units of beef – Answer  
(d) 1 unit of corn 
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2020 

Section 1 
Question 5 

 
Free trade 

and 
protection 

An increase in the use of tariffs and subsidies in a country is likely to  
 
(a) decrease imports, increase exports and improve market efficiency.  
(b) increase imports, decrease exports and reduce market efficiency.  
(c) decrease both imports and exports and reduce market efficiency. – Answer 
(d) increase both imports and exports and increase market efficiency. 

 
2020 

Section 1 
Question 6 

 
Free trade 

and 
protection 

Which of the following is not a possible argument for supporting the implementation of trade 
restrictions by a nation?  
 
(a) retaliation  
(b) specialisation – Answer 
(c) protection against cheaper foreign labour  
(d) promotion of economic diversification 

 
2019 

Section 1 
Question 1 

 
Free trade 

and 
protection 

One valid argument against globalisation is that it may  
 
(a) increase living standards in countries that reduce trade barriers.  
(b) lead to high rates of domestic inflation because of higher import prices.  
(c) cause volatile capital flows that can lead to economic instability. – Answer 
(d) shift national resources to industries with a comparative disadvantage. 

 
2019 

Section 1 
Question 2 

 
Free trade 

and 
protection 

Which of the following statements most accurately reflects recent trends in the process of 
globalisation?  
 
(a) The displacement of workers in developed countries has led to greater use of trade 
protection measures. – Answer 
(b) The pace of growth in international trade and financial flows has continued to accelerate.  
(c) The success of the World Trade Organisation’s latest multilateral trade agreement has supported 
global integration.  
(d) Transport costs have risen and this has reduced the international flow of tourists and migrants. 

 
2019 

Section 1 
Question 3 

 
Free trade 

and 
protection 

This question refers to the table below, which shows the number of labour hours required to produce 
one unit of a particular product in two countries. 
 

 
 
In relation to the table above, which of the following statements is correct?  
 
(a) Country Y has an absolute advantage in both scooter and bicycle production.  
(b) Country Y has a comparative advantage in bicycle production.  
(c) Country X has a comparative advantage in scooter production.  
(d) Country X has a comparative advantage in bicycle production. – Answer 

 
2019 

Section 1 
Question 4 

 
Free trade 

and 
protection 

An argument against regional trade agreements that underpin blocs such as the European Union 
and the Association of Southeast Asian Nations is that they can  
 
(a) be harder to negotiate compared with World Trade Organisation multilateral agreements.  
(b) divert trade from a low-cost producer outside the trade agreement to a higher-cost 
producer within the trade agreement. – Answer 
(c) increase the trade intensity of member countries.  
(d) divert trade from high-cost producers within the trade agreement to lower-cost producers outside 
the trade agreement. 
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2019 
Section 1 

Question 5 
 

Free trade 
and 

protection 

This question is based on the diagram below, which shows the demand and supply for trucks in 
Australia and the effect of a tariff. (OP = domestic price before imports were allowed to enter the 
market, OW = world price, Sd = domestic supply, D = domestic demand, Sf = foreign supply.) 
 

 
 
The imposition of a tariff by the Australian Government on imported trucks would  
 
(a) decrease the price from OP to OT and the demand would expand from OQ3 to OQ4.  
(b) increase the price from OW to OT and the demand would contract from OQ4 to OQ3.  
(c) not affect the price but reduce the quantity of imports.  
(d) increase the price from OW to OT and expand local supply from OQ1 to OQ2. – Answer 

 
2019 

Section 1 
Question 6 

 
Free trade 

and 
protection 

Which of the following organisations has the responsibility for overseeing the international monetary 
system and eliminating exchange restrictions that hinder free trade?  
 
(a) The World Bank  
(b) The World Trade Organisation  
(c) The International Monetary Fund – Answer 
(d) The International Currency and Exchange Organisation 

 
2019 

Section 1 
Question 7 

 
Free trade 

and 
protection 

This question is based on the diagram below, which shows the domestic demand and supply for a 
product in a market that is open to international competition. 
 

 
 
Complete the following sentence by selecting one of the alternatives. 
 
If the world price is OW and a government subsidy shifts the domestic supply from S1 to S2, then 
imports will be ............................ and the deadweight loss in the market will be area 
............................  
 
(a) Q2 – Q3, DCAW.  
(b) Q1 – Q3, CBA.  
(c) Q1 – Q3, DCBW.  
(d) Q2 – Q3, CBA. – Answer 
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2019 

Section 1 
Question 

23 
 

Free trade 
and 

protection 

Which one of the following is not an example of an improvement in economic efficiency?  
 
(a) increasing the quantity of inputs available – Answer 
(b) making more cost-effective use of inputs  
(c) increasing the adaptability of inputs 
(d) moving inputs to their most productive use 
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Marking Guide – Section 2 
 

2022 
Section 2 
Question 

25 
 

Free trade 
and 

protection 

This question refers to the edited extract below, which is from an article by James Fell and 
published on 15 February 2022. 
 

 
 
(a) (i) Identify a form of protection referred to in the article. (1 mark) 
 

 
 
 
(ii) With reference to the article, identify the proportion of Australia’s agricultural exports that were 
exported to its FTA partners in 2020–2021. (1 mark) 
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(b) Describe two ways in which organisations such as the World Trade Organization (WTO) can 
influence world trade. (4 marks) 
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(c) Using an appropriate model, illustrate and explain the effects of a subsidy on domestic 
production, imports and market efficiency. (6 marks) 
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2021 
Section 2 
Question 

27 
 

Free trade 
and 

protection 

This question refers to the edited extract below, which is from an article by Matthew Doran and 
published on 15 November, 2020. 
 
Australia signs Regional Comprehensive Economic Partnership, the world’s largest trade 
deal. 
 
The largest trade deal in history has been signed, with 15 countries including Australia agreeing to 
the trade deal covering 30 per cent of the global economy. Leaders agreed to the terms on the 
Regional Comprehensive Economic Partnership (RCEP) at the Association of South-East Asian 
Nations (ASEAN) summit in Bangkok last year. The countries involved are Australia, China, Japan, 
South Korea, New Zealand and the 10 members of ASEAN, including Indonesia and Vietnam.  
 
Senator Birmingham said, “The real benefits are two-fold – one is our farmers and exporters, will get 
a more common set of rules across all nations. The other is our services export industry will get new 
access across financial, banking, aged care, health care, education and other service industries, 
such as the provision of architectural, engineering or planning services.”  
 
The focus of RCEP is on standardising trade rules across countries, making it easier for people to 
do business. India has been negotiating during the eight years of talks, before pulling out last year. 
“That diminishes some of the value for Australia, as India would’ve been the one RCEP partner with 
whom we did not previously have any type of free trade agreement,” Senator Birmingham said. 
“However, the value of RCEP is still there.” The deal also does not include the United States, 
despite the country having US$2 trillion (A$2.7 trillion) in trade with the countries which are involved. 
 
(a) (i) List one benefit for Australian exporters from belonging to the RCEP. (1 mark) 
 

 
 
(ii) According to the article, which two countries are currently not members of RCEP? (1 mark) 
 

 
 

(b) Describe two arguments for trade liberalisation. (4 marks) 
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(c) Using a demand and supply model, illustrate and explain the effects on consumers and 
producers of a country imposing a tariff on an imported good. (6 marks) 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
  



 

Unit 3 – Free trade and protection – Marking Guide – Section 3 
 Essential Insight Exam Guide – 2025 Edition – Page 63 

Marking Guide – Section 3 
 

2023 
Section 3 
Question 

28 
 

Free trade 
and 

protection 

‘The Australia-United Kingdom free trade agreement (A-UKFTA), signed virtually on 17 December 
2021, is a gold standard trade agreement that represents a once in a generation deal for Australia 
and a historic movement in our relationship with the United Kingdom’.  
 
(a) Outline the concept of free trade agreements and describe three arguments for trade 
liberalisation. (8 marks)  
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(b) Using demand and supply models, demonstrate and explain how consumers and producers 
benefit from specialisation and trade. (12 marks) 
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2020 
Section 3 
Question 

29 
 

Free trade 
and 

protection 

Using the demand and supply model, demonstrate and explain the short- and long-term effects of a 
reduction in tariffs and subsidies on a trade-protected economy. (20 marks) 
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2019 
Section 3 
Question 

28 
 

Free trade 
and 

protection 

(a) Explain and demonstrate, using an economic model, how a nation can gain from specialisation 
and trade. (12 marks) 
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(b) Explain the main determinants of Australia’s international competitiveness and describe two 
ways in which competitiveness can be improved over the long term. (8 marks) 
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Unit 3 – Balance of payments 
 
Section 1 
 

2023 
Section 1 
Question 

10 
 

Balance of 
payments 

Qantas purchased three Airbus A380 aircraft from France that required an overseas loan. The loan 
and the purchase of the aircraft would be recorded in the balance of payments as a 
 
(a) credit in the financial account and a credit in the current account.  
(b) debit in the financial account and a credit in the current account.  
(c) debit in the financial account and a debit in the current account.  
(d) credit in the financial account and a debit in the current account. 

 
2022 

Section 1 
Question 5 

 
Balance of 
payments 

Which of the following would be recorded as a credit in Australia’s current account?  
 
(a) A New Zealand citizen buys a holiday home in Perth.  
(b) A New Zealand company invests in an Australian mine.  
(c) An Australian company sells wine to New Zealand.  
(d) An Australian mining company pays dividends to its New Zealand shareholders. 

 
2022 

Section 1 
Question 6 

 
Balance of 
payments 

A financial account surplus would result in  
 
(a) a decrease in Australia’s net foreign liabilities.  
(b) an increase in Australia’s net foreign liabilities.  
(c) an increase in Australia’s holding of foreign assets.  
(d) a reduction in inward foreign investment into Australia. 

 
2022 

Section 1 
Question 7 

 
Balance of 
payments 

Since 2019, a main cyclical reason for Australia’s current account outcome is  
 
(a) high commodity prices.  
(b) a savings-investment gap.  
(c) increased net foreign investment.  
(d) an increase in Australia’s net foreign liabilities. 

 
2022 

Section 1 
Question 8 

 
Balance of 
payments 

In relation to the recent trends in Australia’s current account, which of the following is correct? The  
 
(a) current account balance has moved from deficit to surplus.  
(b) current account balance has moved from surplus to deficit.  
(c) trade balance has moved from surplus to deficit.  
(d) net income balance has been highly volatile. 

 
2020 

Section 1 
Question 7 

 
Balance of 
payments 

During the last decade, the main structural reason for Australia’s persistent current account deficit 
was  
 
(a) the interest rate differential between Australia and the United States.  
(b) Australian investment in a rapidly-expanding Chinese economy.  
(c) weak commodity prices for key Australian exports, such as coal and iron ore.  
(d) interest and dividend payments in the primary income category. 

 
2020 

Section 1 
Question 

12 
 

Balance of 
payments 

When Australia records a surplus on its capital and financial account  
 
(a) capital machinery used to produce other goods has usually been imported from overseas.  
(b) Australian investment overseas has been greater than foreign investment in Australia.  
(c) Australian holdings of foreign assets have not increased as much as foreign holdings of 
Australian assets.  
(d) equity has been the preferred form of foreign investment rather than debt. 
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2020 
Section 1 
Question 

15 
 

Balance of 
payments 

An increase in household savings will be most likely to cause which of the following?  
 
(a) an increase in national income  
(b) an increase in consumption  
(c) a decrease in national income  
(d) a decrease in unemployment 

 
2019 

Section 1 
Question 8 

 
Balance of 
payments 

This question refers to the table below, which shows selected economic data for a hypothetical 
economy. 
 

 
 
According to the information in the table, which of the following statements is correct?  
 
(a) The balance on goods and services is $27 billion.  
(b) The goods balance is $340 billion.  
(c) The current account deficit is $164 billion.  
(d) The current account deficit is $143 billion. 

 
2019 

Section 1 
Question 9 

 
Balance of 
payments 

An increase in the current account deficit would most likely be of concern if it was due to  
 
(a) rising investment in an economy undergoing structural change.  
(b) rising inflation levels affecting international competitiveness.  
(c) a higher rate of economic growth boosting demand for imports.  
(d) excessive domestic savings compared with investment requirements. 
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Section 2 
 

2021 
Section 2 
Question 

25 
 

Balance of 
payments 

This question refers to the graph below which shows Australia’s balance of payments data. 
 

 
 
(a) (i) What was Australia’s highest recorded trade balance over the period 2016 to 2020? (1 mark) 
 
 

 
 
(ii) In which year and quarter did Australia record its first current account surplus? (1 mark) 
 
 

 
 
(b) Identify the trend in the current account balance from 2018 to 2020 and describe two economic 
reasons for this. (5 marks) 
 
Trend: 

 
 
One: 
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Two: 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
(c) Explain why a fluctuating current account balance is not considered to be of concern to policy 
makers. (5 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
  



 

Unit 3 – Balance of payments – Section 2 
 Essential Insight Exam Guide – 2025 Edition – Page 74 

2019 
Section 2 
Question 

25 
 

Balance of 
payments 

This question refers to the graph below, which shows Australia’s trade balance. 
 

 
 
(a) (i) Identify the year that had the largest monthly trade deficit. (1 mark) 
 
 

 
 
(ii) Identify the value of the trade balance in September 2018. (1 mark) 
 
 

 
 
(iii) Identify the value of Australian exports in September 2015. (1 mark) 
 
 

 
(b) Identify the trend in the trade balance over the three years up to September 2018 and state two 
possible reasons for this trend. (3 marks) 
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(c) Discuss the likely effect of the trade balance in 2018 on the following: (6 marks) 
 
Current account balance: 

 
 

 
 

 
 

 
 

 
Economic growth: 

 
 

 
 

 
 

 
 

 
Federal Government budget outcome: 
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Section 3 
 

2023 
Section 3 
Question 

29 
 

Balance of 
payments 

Since 2019, Australia has persistently achieved current account surpluses in the Balance of 
Payments.  
 
(a) Outline the concept of the current account balance and describe four cyclical reasons for the 
current account surpluses since 2019. (10 marks)  
 
(b) Using a demand and supply model, demonstrate and explain the impact of falling commodity 
prices on the value of the Australian dollar (AUD) and explain the impact of this change on 
Australian consumers. (10 marks) 
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2020 
Section 3 
Question 

28 
 

Balance of 
payments 

(a) Describe the structure of Australia’s balance of payments with reference to the two major 
accounts and their relationship, the categories in each account and examples of typical transactions 
recorded in each of them. (12 marks) 
 
(b) In 2019, Australia recorded the first current account surplus in 44 years. Explain two factors that 
contributed to this significant change in the balance on the current account. (8 marks) 
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2019 
Section 3 
Question 

29 
 

Balance of 
payments 

(a) Explain the relationship between Australia’s current account outcome and its foreign liabilities. (8 
marks) 
 
(b) Describe and account for the recent trends in Australia’s level of foreign debt and discuss the 
impact this has had on the Australian economy. (12 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 
Question 

10 
 

Balance of 
payments 

Qantas purchased three Airbus A380 aircraft from France that required an overseas loan. The loan 
and the purchase of the aircraft would be recorded in the balance of payments as a 
 
(a) credit in the financial account and a credit in the current account.  
(b) debit in the financial account and a credit in the current account.  
(c) debit in the financial account and a debit in the current account.  
(d) credit in the financial account and a debit in the current account. – Answer 

 
2022 

Section 1 
Question 5 

 
Balance of 
payments 

Which of the following would be recorded as a credit in Australia’s current account?  
 
(a) A New Zealand citizen buys a holiday home in Perth.  
(b) A New Zealand company invests in an Australian mine.  
(c) An Australian company sells wine to New Zealand. – Answer 
(d) An Australian mining company pays dividends to its New Zealand shareholders. 

 
2022 

Section 1 
Question 6 

 
Balance of 
payments 

A financial account surplus would result in  
 
(a) a decrease in Australia’s net foreign liabilities.  
(b) an increase in Australia’s net foreign liabilities. – Answer 
(c) an increase in Australia’s holding of foreign assets.  
(d) a reduction in inward foreign investment into Australia. 

 
2022 

Section 1 
Question 7 

 
Balance of 
payments 

Since 2019, a main cyclical reason for Australia’s current account outcome is  
 
(a) high commodity prices. – Answer 
(b) a savings-investment gap.  
(c) increased net foreign investment.  
(d) an increase in Australia’s net foreign liabilities. 

 
2022 

Section 1 
Question 8 

 
Balance of 
payments 

In relation to the recent trends in Australia’s current account, which of the following is correct? The  
 
(a) current account balance has moved from deficit to surplus. – Answer 
(b) current account balance has moved from surplus to deficit.  
(c) trade balance has moved from surplus to deficit.  
(d) net income balance has been highly volatile. 

 
2020 

Section 1 
Question 7 

 
Balance of 
payments 

During the last decade, the main structural reason for Australia’s persistent current account deficit 
was  
 
(a) the interest rate differential between Australia and the United States.  
(b) Australian investment in a rapidly-expanding Chinese economy.  
(c) weak commodity prices for key Australian exports, such as coal and iron ore.  
(d) interest and dividend payments in the primary income category. – Answer 

 
2020 

Section 1 
Question 

12 
 

Balance of 
payments 

When Australia records a surplus on its capital and financial account  
 
(a) capital machinery used to produce other goods has usually been imported from overseas.  
(b) Australian investment overseas has been greater than foreign investment in Australia.  
(c) Australian holdings of foreign assets have not increased as much as foreign holdings of 
Australian assets. – Answer 
(d) equity has been the preferred form of foreign investment rather than debt. 

 
2020 

Section 1 
Question 

15 
 

Balance of 
payments 

An increase in household savings will be most likely to cause which of the following?  
 
(a) an increase in national income  
(b) an increase in consumption  
(c) a decrease in national income – Answer 
(d) a decrease in unemployment 
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2019 
Section 1 

Question 8 
 

Balance of 
payments 

This question refers to the table below, which shows selected economic data for a hypothetical 
economy. 
 

 
 
According to the information in the table, which of the following statements is correct?  
 
(a) The balance on goods and services is $27 billion.  
(b) The goods balance is $340 billion.  
(c) The current account deficit is $164 billion.  
(d) The current account deficit is $143 billion. – Answer 

 
2019 

Section 1 
Question 9 

 
Balance of 
payments 

An increase in the current account deficit would most likely be of concern if it was due to  
 
(a) rising investment in an economy undergoing structural change.  
(b) rising inflation levels affecting international competitiveness. – Answer 
(c) a higher rate of economic growth boosting demand for imports.  
(d) excessive domestic savings compared with investment requirements. 
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Marking Guide – Section 2 
 

2021 
Section 2 
Question 

25 
 

Balance of 
payments 

This question refers to the graph below which shows Australia’s balance of payments data. 
 

 
 
(a) (i) What was Australia’s highest recorded trade balance over the period 2016 to 2020? (1 mark) 
 

 
 

(ii) In which year and quarter did Australia record its first current account surplus? (1 mark) 
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(b) Identify the trend in the current account balance from 2018 to 2020 and describe two economic 
reasons for this. (5 marks) 
 

 
 
(c) Explain why a fluctuating current account balance is not considered to be of concern to policy 
makers. (5 marks) 
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2019 
Section 2 
Question 

25 
 

Balance of 
payments 

This question refers to the graph below, which shows Australia’s trade balance. 
 

 
 
(a) (i) Identify the year that had the largest monthly trade deficit. (1 mark) 
 

 
 
(ii) Identify the value of the trade balance in September 2018. (1 mark) 
 

 
 
(iii) Identify the value of Australian exports in September 2015. (1 mark) 
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(b) Identify the trend in the trade balance over the three years up to September 2018 and state two 
possible reasons for this trend. (3 marks) 
 

 
 
(c) Discuss the likely effect of the trade balance in 2018 on the following: (6 marks) 
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Marking Guide – Section 3 
 

2023 
Section 3 
Question 

29 
 

Balance of 
payments 

Since 2019, Australia has persistently achieved current account surpluses in the Balance of 
Payments.  
 
(a) Outline the concept of the current account balance and describe four cyclical reasons for the 
current account surpluses since 2019. (10 marks)  
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(b) Using a demand and supply model, demonstrate and explain the impact of falling commodity 
prices on the value of the Australian dollar (AUD) and explain the impact of this change on 
Australian consumers. (10 marks) 
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2020 
Section 3 
Question 

28 
 

Balance of 
payments 

(a) Describe the structure of Australia’s balance of payments with reference to the two major 
accounts and their relationship, the categories in each account and examples of typical transactions 
recorded in each of them. (12 marks) 
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(b) In 2019, Australia recorded the first current account surplus in 44 years. Explain two factors that 
contributed to this significant change in the balance on the current account. (8 marks) 
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2019 
Section 3 
Question 

29 
 

Balance of 
payments 

(a) Explain the relationship between Australia’s current account outcome and its foreign liabilities. (8 
marks) 
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(b) Describe and account for the recent trends in Australia’s level of foreign debt and discuss the 
impact this has had on the Australian economy. (12 marks) 
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Unit 3 – Terms of trade 
 
Section 1 
 

2021 
Section 1 

Question 7 
 

Terms of 
trade 

In recent years, which of the following factors has had the largest effect on Australia’s terms of 
trade?  
 
(a) the price of Australian commodity exports  
(b) the supply of Australian commodity exports  
(c) the price of Australian commodity imports  
(d) the value of the Australian dollar 

 
2020 

Section 1 
Question 9 

 
Terms of 

trade 

If Australia’s terms of trade increase, which of the following must be true as a result?  
 
(a) Australia can import fewer real goods for a unit of its exports.  
(b) Australia can import more real goods for a unit of its exports.  
(c) The index of export prices has decreased.  
(d) The index of import prices has increased. 

 
2019 

Section 1 
Question 

10 
 

Terms of 
trade 

This question refers to the table below. 
 

 
 
For this economy in Year 3 the  
 
(a) total value of exports is greater than the total value of imports.  
(b) terms of trade have deteriorated from the previous year.  
(c) terms of trade have not changed from the previous year.  
(d) average price of exports is lower than the average price of imports. 

 
2019 

Section 1 
Question 

11 
 

Terms of 
trade 

Which of the following most likely explains the recent movements in Australia’s terms of trade?  
 
(a) changes in commodity prices caused by shifts in global commodity demand and supply  
(b) changes in the value of the Australian dollar caused by Chinese industrialisation  
(c) changes in Chinese and American trade policies  
(d) changes in the value of Australian exports and imports caused by the Australian business cycle 
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Section 2 
 

2023 
Section 2 
Question 

25 
 

Terms of 
trade 

This question refers to the table below, which shows Australia’s terms of trade data from 2016 to 
2022. 
 

 
 
(a) (i) Calculate Australia’s terms of trade index for 2022. (1 mark) 
 
 

 
 
(ii) Identify the year in which Australia’s terms of trade experienced its most favourable movement. 
(1 mark) 
 
 

 
 
(b) Outline two reasons for the trend in the terms of trade index since 2018. (4 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 

 
 

 
 

 
 

 
 
(c) Explain two impacts on Australia’s economic activity of the change in the terms of trade index 
since 2018. (6 marks) 
 
One: 
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Two: 
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Section 3 
 

2022 
Section 3 
Question 

28 
 

Terms of 
trade 

(a) Explain the meaning of the ‘terms of trade’ and describe four factors that may influence 
Australia’s terms of trade. (10 marks) 
 
(b) Describe the contemporary trend in Australia’s terms of trade and explain four impacts of this 
trend on the level of economic activity. (10 marks) 
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Marking Guide – Section 1 
 

2021 
Section 1 

Question 7 
 

Terms of 
trade 

In recent years, which of the following factors has had the largest effect on Australia’s terms of 
trade?  
 
(a) the price of Australian commodity exports  – Answer 
(b) the supply of Australian commodity exports  
(c) the price of Australian commodity imports  
(d) the value of the Australian dollar 

 
2020 

Section 1 
Question 9 

 
Terms of 

trade 

If Australia’s terms of trade increase, which of the following must be true as a result?  
 
(a) Australia can import fewer real goods for a unit of its exports.  
(b) Australia can import more real goods for a unit of its exports. – Answer 
(c) The index of export prices has decreased.  
(d) The index of import prices has increased. 

 
2019 

Section 1 
Question 

10 
 

Terms of 
trade 

This question refers to the table below. 
 

 
 
For this economy in Year 3 the  
 
(a) total value of exports is greater than the total value of imports.  
(b) terms of trade have deteriorated from the previous year. – Answer 
(c) terms of trade have not changed from the previous year.  
(d) average price of exports is lower than the average price of imports. 

 
2019 

Section 1 
Question 

11 
 

Terms of 
trade 

Which of the following most likely explains the recent movements in Australia’s terms of trade?  
 
(a) changes in commodity prices caused by shifts in global commodity demand and supply – 
Answer 
(b) changes in the value of the Australian dollar caused by Chinese industrialisation  
(c) changes in Chinese and American trade policies  
(d) changes in the value of Australian exports and imports caused by the Australian business cycle 
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Marking Guide – Section 2 
 

2023 
Section 2 
Question 

25 
 

Terms of 
trade 

This question refers to the table below, which shows Australia’s terms of trade data from 2016 to 
2022. 
 

 
 
(a) (i) Calculate Australia’s terms of trade index for 2022. (1 mark) 
 

 
 
(ii) Identify the year in which Australia’s terms of trade experienced its most favourable movement. 
(1 mark) 
 

 
 
(b) Outline two reasons for the trend in the terms of trade index since 2018. (4 marks) 
 

 
 
(c) Explain two impacts on Australia’s economic activity of the change in the terms of trade index 
since 2018. (6 marks) 
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Marking Guide – Section 3 
 

2022 
Section 3 
Question 

28 
 

Terms of 
trade 

(a) Explain the meaning of the ‘terms of trade’ and describe four factors that may influence 
Australia’s terms of trade. (10 marks) 
 

 
 
(b) Describe the contemporary trend in Australia’s terms of trade and explain four impacts of this 
trend on the level of economic activity. (10 marks) 
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Unit 3 – Exchange rates 
 
Section 1 
 

2022 
Section 1 

Question 9 
 

Exchange 
rates 

The top four currencies by weight in Australia’s trade weighted index (TWI) are  
 
(a) Chinese yuan, Japanese yen, United States dollar and Singapore dollar.  
(b) United States dollar, Chinese yuan, Japanese yen and United Kingdom pound sterling.  
(c) Chinese yuan, United States dollar, Japanese yen and European euro.  
(d) United States dollar, Japanese yen, Chinese yuan and South Korean won. 

 
2022 

Section 1 
Question 

10 
 

Exchange 
rates 

An Australian consumer imported a car from the United States and paid AU$40 000. If the 
USD/AUD exchange rate was USD 1 = AUD 1.43, the approximate price of this car in USD was  
 
(a) $57 000.  
(b) $48 000.  
(c) $32 000.  
(d) $28 000. 

 
2021 

Section 1 
Question 8 

 
Exchange 

rates 

Which of the following statements about the trade weighted index (TWI) are correct?  
 
I. it is used to measure the value of the A$ against a basket of currencies  
II. it reflects global economic conditions  
III. there are currently 10 currencies in the Australian TWI  
IV. it gives the highest weighting to Australia’s largest trading partner 
 
(a) I, II and III.  
(b) I, II and IV.  
(c) II, III and IV. 
(d) I, III and IV. 

 
2021 

Section 1 
Question 9 

 
Exchange 

rates 

Given the exchange rate of AUD 1 = EURO 0.65, what is the approximate cost of a 2500 EURO 
European holiday in AUD?  
 
(a) $3846  
(b) $3125  
(c) $1625  
(d) $6250 

 
2021 

Section 1 
Question 

12 
 

Exchange 
rates 

Which of the following factors is not a determinant of the value of the Australian dollar?  
 
(a) balance of payments 
(b) activities of currency speculators  
(c) Reserve Bank of Australia intervention  
(d) relative inflation rates 

 
2021 

Section 1 
Question 

22 
 

Exchange 
rates 

A strength of monetary policy is that it 
 
(a) can have an impact on the exchange rate.  
(b) can be targeted to specific sectors of the economy.  
(c) is more effective in a recession than fiscal policy.  
(d) is the only policy that can control inflation. 
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2020 
Section 1 
Question 

10 
 

Exchange 
rates 

An appreciation of the Australian dollar will most likely occur if there is  
 
(a) a fall in domestic interest rates.  
(b) an increase in demand for imports.  
(c) a rise in the global price of iron ore.  
(d) a large decrease in domestic investment expenditure. 

 
2019 

Section 1 
Question 

12 
 

Exchange 
rates 

An appreciation of the Australian dollar would be most beneficial for  
 
(a) domestic importers of European cars.  
(b) foreigners wanting to invest in Australia.  
(c) domestic exporters of a price elastic commodity.  
(d) domestic investors wanting to purchase Australian assets. 

 
2019 

Section 1 
Question 

18 
 

Exchange 
rates 

Which method of financing a budget deficit will most likely lead to an appreciation of the Australian 
dollar? 
 
(a) borrowing from the Reserve Bank of Australia  
(b) purchasing government bonds from the Australian public  
(c) borrowing from overseas countries 
(d) raising finances through crowd funding platforms 
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Section 2 
 

2022 
Section 2 
Question 

26 
 

Exchange 
rates 

This question refers to the graph below which shows the exchange rate between the Australian 
dollar (AUD) and the United States dollar (USD). 
 

 
 

(a) (i) Identify how much the AUD depreciated from its peak in January 2018 to its lowest point in 
2020. (1 mark) 
 
 

 
(ii) Calculate the approximate percentage change in the exchange rate from its lowest level in 2020 
to its peak in 2021. (1 mark) 
 
 

 
 
(b) Outline two possible causes of the depreciation of the AUD in 2021. (4 marks) 
 
 
One: 

 
 

 
 

 
 

 
Two: 
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(c) Using the aggregate demand/aggregate supply (AD/AS) model, explain how a depreciation of 
the AUD is likely to affect consumers and the business sector of the Australian economy. (6 marks) 
 

Model 
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2020 
Section 2 
Question 

26 
 

Exchange 
rates 

This question refers to the graph below, which shows the value of the Australian dollar. 
 

Copyright restrictions prohibit the release of this SCSA exam material. 
 
(a) (i) Identify the value of the trade weighted index (TWI) at the start of 2019. (1 mark) 
 
 

 
 
(ii) If an Australian tourist had exchanged 100 Australian dollars for United States (US) dollars in 
2001, how much would they have received? (1 mark) 
 
 

 
 
(iii) In terms of the exchange rate, what would have been the best year for an Australian tourist to 
visit the United States? (1 mark) 
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(b) Identify two reasons why there is a difference between the change in the TWI value and the US 
dollar value of the Australian dollar. (2 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
(c) Describe the trend in the value of the Australian dollar since 2011 and outline two factors that 
have contributed to this trend. (3 marks) 
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(d) Explain two likely effects on Australian households and two likely effects on firms of the 
movement in the value of the Australian dollar since 2011. (4 marks) 
 
Households 
 
One: 

 
 

 
 

 
Two: 

 
 

 
 

 
Firms 
 
One: 

 
 

 
 

 
Two: 
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2019 
Section 2 
Question 

26 
 

Exchange 
rates 

This question refers to the edited extract below, taken from an article by James Hall that appeared 
online on 8 February 2019. 
 

 
 
(a) (i) Identify the reason given in the extract for the fall in the value of the Australian dollar. (1 mark) 
 
 

 
 
(ii) Identify the factor mentioned in the extract that may limit the extent of any fall in the value of the 
Australian dollar. (1 mark) 
 
 

 
 
(b) Using the exchange rate at noon on 8 February 2019, calculate how many Australian dollars 
would be required to purchase an American product valued at US $220. (1 mark) 
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(c) Discuss, with reference to aggregate expenditure, why falling house prices ‘nearly always draw 
the broader economy into weakness’. (4 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
(d) Use an appropriate model to demonstrate and explain how a simultaneous reduction in 
Australian interest rates and an increase in interest rates in the United States would affect the value 
of the Australian dollar. (5 marks) 
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Model 
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Section 3 
 

2021 
Section 3 
Question 

29 
 

Exchange 
rates 

The value of the Australian dollar has risen from $0.57US in March 2020 to $0.77US in April 2021.  
 
(a) Using the demand and supply model, illustrate and explain two factors that caused this 
movement in the Australian dollar. (10 marks) 
 
(b) Analyse the effects of this movement in the exchange rate on the Australian business sector. (10 
marks) 
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Marking Guide – Section 1 
 

2022 
Section 1 

Question 9 
 

Exchange 
rates 

The top four currencies by weight in Australia’s trade weighted index (TWI) are  
 
(a) Chinese yuan, Japanese yen, United States dollar and Singapore dollar.  
(b) United States dollar, Chinese yuan, Japanese yen and United Kingdom pound sterling.  
(c) Chinese yuan, United States dollar, Japanese yen and European euro. – Answer 
(d) United States dollar, Japanese yen, Chinese yuan and South Korean won. 

 
2022 

Section 1 
Question 

10 
 

Exchange 
rates 

An Australian consumer imported a car from the United States and paid AU$40 000. If the 
USD/AUD exchange rate was USD 1 = AUD 1.43, the approximate price of this car in USD was  
 
(a) $57 000.  
(b) $48 000.  
(c) $32 000.  
(d) $28 000. – Answer 

 
2021 

Section 1 
Question 8 

 
Exchange 

rates 

Which of the following statements about the trade weighted index (TWI) are correct?  
 
I. it is used to measure the value of the A$ against a basket of currencies  
II. it reflects global economic conditions  
III. there are currently 10 currencies in the Australian TWI  
IV. it gives the highest weighting to Australia’s largest trading partner 
 
(a) I, II and III.  
(b) I, II and IV. – Answer 
(c) II, III and IV. 
(d) I, III and IV. 

 
2021 

Section 1 
Question 9 

 
Exchange 

rates 

Given the exchange rate of AUD 1 = EURO 0.65, what is the approximate cost of a 2500 EURO 
European holiday in AUD?  
 
(a) $3846  – Answer 
(b) $3125  
(c) $1625  
(d) $6250 

 
2021 

Section 1 
Question 

12 
 

Exchange 
rates 

Which of the following factors is not a determinant of the value of the Australian dollar?  
 
(a) balance of payments – Answer 
(b) activities of currency speculators  
(c) Reserve Bank of Australia intervention  
(d) relative inflation rates 

 
2021 

Section 1 
Question 

22 
 

Exchange 
rates 

A strength of monetary policy is that it 
 
(a) can have an impact on the exchange rate. – Answer 
(b) can be targeted to specific sectors of the economy.  
(c) is more effective in a recession than fiscal policy.  
(d) is the only policy that can control inflation. 

 
2020 

Section 1 
Question 

10 
 

Exchange 
rates 

An appreciation of the Australian dollar will most likely occur if there is  
 
(a) a fall in domestic interest rates.  
(b) an increase in demand for imports.  
(c) a rise in the global price of iron ore. – Answer 
(d) a large decrease in domestic investment expenditure. 
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2019 
Section 1 
Question 

12 
 

Exchange 
rates 

An appreciation of the Australian dollar would be most beneficial for  
 
(a) domestic importers of European cars. – Answer 
(b) foreigners wanting to invest in Australia.  
(c) domestic exporters of a price elastic commodity.  
(d) domestic investors wanting to purchase Australian assets. 

 
2019 

Section 1 
Question 

18 
 

Exchange 
rates 

Which method of financing a budget deficit will most likely lead to an appreciation of the Australian 
dollar? 
 
(a) borrowing from the Reserve Bank of Australia  
(b) purchasing government bonds from the Australian public  
(c) borrowing from overseas countries – Answer 
(d) raising finances through crowd funding platforms 
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Marking Guide – Section 2 
 

2022 
Section 2 
Question 

26 
 

Exchange 
rates 

This question refers to the graph below which shows the exchange rate between the Australian 
dollar (AUD) and the United States dollar (USD). 
 

 
 

(a) (i) Identify how much the AUD depreciated from its peak in January 2018 to its lowest point in 
2020. (1 mark) 
 

 
 
 
(ii) Calculate the approximate percentage change in the exchange rate from its lowest level in 2020 
to its peak in 2021. (1 mark) 
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(b) Outline two possible causes of the depreciation of the AUD in 2021. (4 marks) 
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(c) Using the aggregate demand/aggregate supply (AD/AS) model, explain how a depreciation of 
the AUD is likely to affect consumers and the business sector of the Australian economy. (6 marks) 
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2020 
Section 2 
Question 

26 
 

Exchange 
rates 

This question refers to the graph below, which shows the value of the Australian dollar. 
 

Copyright restrictions prohibit the release of this SCSA exam material. 
 
(a) (i) Identify the value of the trade weighted index (TWI) at the start of 2019. (1 mark) 
 

 
 

(ii) If an Australian tourist had exchanged 100 Australian dollars for United States (US) dollars in 
2001, how much would they have received? (1 mark) 
 

 
 
(iii) In terms of the exchange rate, what would have been the best year for an Australian tourist to 
visit the United States? (1 mark) 
 

 
 
(b) Identify two reasons why there is a difference between the change in the TWI value and the US 
dollar value of the Australian dollar. (2 marks) 
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(c) Describe the trend in the value of the Australian dollar since 2011 and outline two factors that 
have contributed to this trend. (3 marks) 
 

 
 
(d) Explain two likely effects on Australian households and two likely effects on firms of the 
movement in the value of the Australian dollar since 2011. (4 marks) 
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2019 
Section 2 
Question 

26 
 

Exchange 
rates 

This question refers to the edited extract below, taken from an article by James Hall that appeared 
online on 8 February 2019. 
 

 
 
(a) (i) Identify the reason given in the extract for the fall in the value of the Australian dollar. (1 mark) 
 

 
 

(ii) Identify the factor mentioned in the extract that may limit the extent of any fall in the value of the 
Australian dollar. (1 mark) 
 

 
 

(b) Using the exchange rate at noon on 8 February 2019, calculate how many Australian dollars 
would be required to purchase an American product valued at US $220. (1 mark) 
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(c) Discuss, with reference to aggregate expenditure, why falling house prices ‘nearly always draw 
the broader economy into weakness’. (4 marks) 
 

 
 
(d) Use an appropriate model to demonstrate and explain how a simultaneous reduction in 
Australian interest rates and an increase in interest rates in the United States would affect the value 
of the Australian dollar. (5 marks) 
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Marking Guide – Section 3 
 

2021 
Section 3 
Question 

29 
 

Exchange 
rates 

The value of the Australian dollar has risen from $0.57US in March 2020 to $0.77US in April 2021.  
 
(a) Using the demand and supply model, illustrate and explain two factors that caused this 
movement in the Australian dollar. (10 marks) 
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(b) Analyse the effects of this movement in the exchange rate on the Australian business sector. (10 
marks) 
 

 
 

 
 
  



 

Unit 3 – Foreign investment – Section 1 
 Essential Insight Exam Guide – 2025 Edition – Page 154 

Unit 3 – Foreign investment 
 
Section 1 
 

2023 
Section 1 
Question 

11 
 

Foreign 
investment 

Foreign liabilities increase when 
 
(a) Australian firms borrow from overseas financial institutions. 
(b) Australian firms engage in direct investment abroad. 
(c) Australian firms engage in portfolio investment abroad. 
(d) the Australian dollar (AUD) appreciates. 

 
2023 

Section 1 
Question 

12 
 

Foreign 
investment 

Which of the following statements about foreign direct investment (FDI) into Australia are correct? 
 
 
I. FDI brings new technology that increases the efficiency of Australian firms 
II. FDI contributes to improved infrastructure 
III. FDI contributes to Australia’s financial account surplus 
IV. FDI reduces employment resulting in decreased taxation revenue 
 
(a) I and II only 
(b) I, II and III 
(c) I and IV only 
(d) I, III and IV 

 
2021 

Section 1 
Question 

10 
 

Foreign 
investment 

Australia’s total net foreign liability is 
 
(a) public sector debt plus foreign ownership of Australian assets.  
(b) total foreign investment in Australia plus repatriation of profits.  
(c) foreign debt plus total foreign investment in Australia.  
(d) net foreign debt liabilities plus net foreign equity liabilities. 

 
2022 

Section 1 
Question 

12 
 

Foreign 
investment 

Which of the following statements about Australia’s foreign debt are correct? 
 
I. High foreign debt levels can cause a downgrade in Australia’s credit rating. 
II. Government debt is the largest component of Australia’s foreign debt.  
III. A depreciation of the Australian dollar causes an increase in debt service costs.  
IV. High foreign debt can lead to higher per capita income in Australia. 
 
(a) I, II and III.  
(b) I and IV only.  
(c) II, III and IV.  
(d) I, III and IV. 

 
2021 

Section 1 
Question 

11 
 

Foreign 
investment 

An increase in direct foreign investment in Australian agriculture would be recorded in Australia’s 
balance of payments as a credit in the  
 
(a) current account.  
(b) capital account.  
(c) financial account.  
(d) national savings account. 

 
2020 

Section 1 
Question 8 

 
Foreign 

investment 

When a country receives foreign direct investment its  
 
(a) capital account will change.  
(b) financial account will change.  
(c) current account will change.  
(d) domestic account will change. 
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2020 
Section 1 
Question 

11 
 

Foreign 
investment 

Foreign debt can become a cause for concern if  
 
(a) global interest rates rise.  
(b) the majority of the debt is the result of borrowing by the private sector.  
(c) interest rates fall, causing the servicing costs of debt to change.  
(d) the debt was used for infrastructure spending. 
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Section 2 
 

2020 
Section 2 
Question 

25 
 

Foreign 
investment 

This question refers to the graph below which shows changes in global exports and global foreign 
direct investment flows, and the table on page 9, which shows the industry shares of economic 
activity over time in Australia. 
 

 
 

 
 
(a) (i) To the nearest percentage point (of GDP) by how much did global exports of goods and 
services increase between 1970 and 2018? (1 mark) 
 
 

 
 
(ii) In what year did global foreign direct investment peak? (1 mark) 
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(iii) In which industry sector were most Australians employed in the 2000s? (1 mark) 
 
 

 
 
(b) With reference to the graph, describe the changing rate of globalisation since 2000, and outline 
two reasons for this change. (4 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
(c) With reference to the data, explain the economic effects of globalisation on the Australian 
economy. (5 marks) 
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Section 3 
 

2022 
Section 3 
Question 

29 
 

Foreign 
investment 

(a) Describe the concept of ‘foreign liabilities’ and explain the influence of foreign liabilities on 
Australia’s current account. (8 marks) 
 
(b) Discuss three ways in which foreign investment has affected the Australian economy in recent 
years. (12 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 
Question 

11 
 

Foreign 
investment 

Foreign liabilities increase when 
 
(a) Australian firms borrow from overseas financial institutions. – Answer 
(b) Australian firms engage in direct investment abroad. 
(c) Australian firms engage in portfolio investment abroad. 
(d) the Australian dollar (AUD) appreciates. 

 
2023 

Section 1 
Question 

12 
 

Foreign 
investment 

Which of the following statements about foreign direct investment (FDI) into Australia are correct? 
 
 
I. FDI brings new technology that increases the efficiency of Australian firms 
II. FDI contributes to improved infrastructure 
III. FDI contributes to Australia’s financial account surplus 
IV. FDI reduces employment resulting in decreased taxation revenue 
 
(a) I and II only 
(b) I, II and III – Answer 
(c) I and IV only 
(d) I, III and IV 

 
2021 

Section 1 
Question 

10 
 

Foreign 
investment 

Australia’s total net foreign liability is 
 
(a) public sector debt plus foreign ownership of Australian assets.  
(b) total foreign investment in Australia plus repatriation of profits.  
(c) foreign debt plus total foreign investment in Australia.  
(d) net foreign debt liabilities plus net foreign equity liabilities. – Answer 

 
2022 

Section 1 
Question 

12 
 

Foreign 
investment 

Which of the following statements about Australia’s foreign debt are correct? 
 
I. High foreign debt levels can cause a downgrade in Australia’s credit rating. 
II. Government debt is the largest component of Australia’s foreign debt.  
III. A depreciation of the Australian dollar causes an increase in debt service costs.  
IV. High foreign debt can lead to higher per capita income in Australia. 
 
(a) I, II and III.  
(b) I and IV only. – Answer 
(c) II, III and IV.  
(d) I, III and IV. – Answer 
 
SCSA Marking Key states both b and d are correct. 

 
2021 

Section 1 
Question 

11 
 

Foreign 
investment 

An increase in direct foreign investment in Australian agriculture would be recorded in Australia’s 
balance of payments as a credit in the  
 
(a) current account.  
(b) capital account.  
(c) financial account. – Answer 
(d) national savings account. 

 
2020 

Section 1 
Question 8 

 
Foreign 

investment 

When a country receives foreign direct investment its  
 
(a) capital account will change.  
(b) financial account will change. – Answer 
(c) current account will change.  
(d) domestic account will change. 
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2020 
Section 1 
Question 

11 
 

Foreign 
investment 

Foreign debt can become a cause for concern if  
 
(a) global interest rates rise. – Answer 
(b) the majority of the debt is the result of borrowing by the private sector.  
(c) interest rates fall, causing the servicing costs of debt to change.  
(d) the debt was used for infrastructure spending. 
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Marking Guide – Section 2 
 

2020 
Section 2 
Question 

25 
 

Foreign 
investment 

This question refers to the graph below which shows changes in global exports and global foreign 
direct investment flows, and the table on page 9, which shows the industry shares of economic 
activity over time in Australia. 
 

 
 

 
 
(a) (i) To the nearest percentage point (of GDP) by how much did global exports of goods and 
services increase between 1970 and 2018? (1 mark) 
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(ii) In what year did global foreign direct investment peak? (1 mark) 
 

 
 
(iii) In which industry sector were most Australians employed in the 2000s? (1 mark) 
 
 

 
 
(b) With reference to the graph, describe the changing rate of globalisation since 2000, and outline 
two reasons for this change. (4 marks) 
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(c) With reference to the data, explain the economic effects of globalisation on the Australian 
economy. (5 marks) 
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Marking Guide – Section 3 
 

2022 
Section 3 
Question 

29 
 

Foreign 
investment 

(a) Describe the concept of ‘foreign liabilities’ and explain the influence of foreign liabilities on 
Australia’s current account. (8 marks) 
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(b) Discuss three ways in which foreign investment has affected the Australian economy in recent 
years. (12 marks) 
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Unit 4 – Macroeconomic theory and economic policy 
 

Unit 4 – Australia’s macroeconomic performance and the business cycle 
 
Section 1 
 

2023 
Section 1 

Question 13 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

Low inflation, rising unemployment and high savings rates are characteristics of which phase of the 
business cycle?  
 
(a) contraction  
(b) trough  
(c) expansion  
(d) boom 

 
2023 

Section 1 
Question 14 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

_________________ are a leading indicator of economic activity, while __________________ are 
considered to be a lagging indicator. 
 
(a) Share prices; unemployment rates 
(b) Building approvals; retail sales 
(c) Bankruptcies; job advertisements  
(d) New business start-ups; motor vehicle sales 

 
2023 

Section 1 
Question 19 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Time lags can slow down the economic response of policy initiatives and can be categorised as 
having either inside or outside lags. The difference between the two is inside lags refer to  
 
(a) effect lags while outside lags refer to implementation and recognition lags.  
(b) recognition and implementation lags while outside lags refer to effect lags.  
(c) recognition and effect lags while outside lags refer to implementation lags.  
(d) implementation and effect lags while outside lags refer to recognition lags. 

 
2023 

Section 1 
Question 23 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following is most likely to contribute to growth in Australia’s renewable energy 
market? 
 
(a) a fall in incomes of Australia’s closest trading partners 
(b) increased trade protection for the renewable energy industry 
(c) government funding to increase innovation and productivity in the energy sector 
(d) allowing cheaper renewable energy products from overseas 

 
  



 

Unit 4 – Australia’s macroeconomic performance and the business cycle – Section 1 
 Essential Insight Exam Guide – 2025 Edition – Page 174 

2023 
Section 1 

Question 24 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

A reason for the decline in productivity growth levels in Australia over the last 10 years is 
 
(a) faster than expected rates of technical progress and innovation. 
(b) rising rates of economic growth. 
(c) increased capital deepening. 
(d) increased globalisation, causing structural change. 

 
2022 

Section 1 
Question 13 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following factors are both characteristics of an economic recovery?  
 
(a) relatively high levels of consumption and high domestic interest rates  
(b) contractionary monetary policy and expansionary fiscal policy  
(c) low levels of consumer confidence and high levels of cyclical unemployment 
(d) increased capital investment and improving levels of business confidence 

 
2022 

Section 1 
Question 14 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

An example of a leading economic indicator signaling a recovery is  
 
(a) an increase in new employment vacancies.  
(b) an increase in consumer debt.  
(c) maximum capacity utilisation.  
(d) high levels of inflation. 

 
2021 

Section 1 
Question 19 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

During a recession, which of the following is an example of an automatic stabiliser?  
 
(a) a reduction in personal income tax rates  
(b) a reduction in the goods and services tax (GST) rate  
(c) a decrease in income tax revenue  
(d) an increase in infrastructure spending 

 
2021 

Section 1 
Question 23 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following is not a cause of structural change?  
 
(a) a change in consumer tastes  
(b) an increase in GDP per capita  
(c) an increase in innovation by firms  
(d) a subsidy to domestic firms 
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2020 
Section 1 

Question 21 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

Which of the following is an example of a counter-cyclical demand-management policy?  
 
(a) an increase in transfer payments during a boom  
(b) a decrease in the cash rate during a boom  
(c) an increase in tax rates during a recession  
(d) an increase in infrastructure spending during a recession 

 
2020 

Section 1 
Question 22 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Time lags slow down the economic management process. A recognition lag refers to the time taken 
to  
 
(a) identify that the economic data are changing.  
(b) decide on an appropriate policy plan.  
(c) affect the level of economic activity after a policy change.  
(d) implement an appropriate counter-cyclical policy. 
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Section 2 
 

2022 
Section 2 

Question 27 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

The economic indicators in the table below refer to a hypothetical economy. 
 

 
 
(a) (i) Identify the phase of the business cycle the economy experienced between 2020 and 2022. 
(1 mark) 
 
 

 
 
(ii) Calculate the current account balance for 2022. (1 mark) 
 
 

 
 
(b) Describe two possible causes of the phase of the business cycle identified in part (a)(i) above. 
(4 marks) 
 
 
One: 

 
 

 
 

 
 

 
Two: 
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Assume that the economic indicators for 2022 shown in the table on page 14 applied to the 
Australian economy. 
 
(c) Using the aggregate expenditure (AE) model, demonstrate the likely stance the Reserve Bank 
of Australia would adopt in order to influence economic activity, and explain the impact of this 
stance. (6 marks) 
 
 

Model 
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Section 3 
 

2020 
Section 3 

Question 30 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

(a) Use the aggregate demand and aggregate supply (AD/AS) model to demonstrate and explain 
the characteristics of the boom phase of the business cycle. (10 marks) 
 
(b) Discuss how an economic boom influences the Australian Government’s economic objectives of 
sustainable economic growth, low unemployment and a more equitable distribution of income. (10 
marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 

Question 13 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

Low inflation, rising unemployment and high savings rates are characteristics of which phase of the 
business cycle?  
 
(a) contraction  – Answer 
(b) trough  – Answer 
(c) expansion  
(d) boom 
 
Note: The answer is a and b. 

 
2023 

Section 1 
Question 14 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

_________________ are a leading indicator of economic activity, while __________________ are 
considered to be a lagging indicator. 
 
(a) Share prices; unemployment rates – Answer 
(b) Building approvals; retail sales 
(c) Bankruptcies; job advertisements  
(d) New business start-ups; motor vehicle sales 

 
2023 

Section 1 
Question 19 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Time lags can slow down the economic response of policy initiatives and can be categorised as 
having either inside or outside lags. The difference between the two is inside lags refer to  
 
(a) effect lags while outside lags refer to implementation and recognition lags.  
(b) recognition and implementation lags while outside lags refer to effect lags. – Answer 
(c) recognition and effect lags while outside lags refer to implementation lags.  
(d) implementation and effect lags while outside lags refer to recognition lags. 

 
2023 

Section 1 
Question 23 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following is most likely to contribute to growth in Australia’s renewable energy 
market? 
 
(a) a fall in incomes of Australia’s closest trading partners 
(b) increased trade protection for the renewable energy industry 
(c) government funding to increase innovation and productivity in the energy sector – 
Answer 
(d) allowing cheaper renewable energy products from overseas 

 
2023 

Section 1 
Question 24 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

A reason for the decline in productivity growth levels in Australia over the last 10 years is 
 
(a) faster than expected rates of technical progress and innovation. 
(b) rising rates of economic growth. 
(c) increased capital deepening. 
(d) increased globalisation, causing structural change. – Answer 
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2022 

Section 1 
Question 13 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following factors are both characteristics of an economic recovery?  
 
(a) relatively high levels of consumption and high domestic interest rates  
(b) contractionary monetary policy and expansionary fiscal policy  
(c) low levels of consumer confidence and high levels of cyclical unemployment 
(d) increased capital investment and improving levels of business confidence – Answer 

 
2022 

Section 1 
Question 14 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

An example of a leading economic indicator signaling a recovery is  
 
(a) an increase in new employment vacancies. – Answer 
(b) an increase in consumer debt.  
(c) maximum capacity utilisation.  
(d) high levels of inflation. 

 
2021 

Section 1 
Question 19 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

During a recession, which of the following is an example of an automatic stabiliser?  
 
(a) a reduction in personal income tax rates  
(b) a reduction in the goods and services tax (GST) rate  
(c) a decrease in income tax revenue  – Answer 
(d) an increase in infrastructure spending 

 
2021 

Section 1 
Question 23 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following is not a cause of structural change?  
 
(a) a change in consumer tastes  
(b) an increase in GDP per capita – Answer 
(c) an increase in innovation by firms  
(d) a subsidy to domestic firms 

 
2020 

Section 1 
Question 21 

 
Australia’s 

macro-
economic 

performance 
and the 

business 
cycle 

Which of the following is an example of a counter-cyclical demand-management policy?  
 
(a) an increase in transfer payments during a boom  
(b) a decrease in the cash rate during a boom  
(c) an increase in tax rates during a recession  
(d) an increase in infrastructure spending during a recession – Answer 
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2020 
Section 1 

Question 22 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

Time lags slow down the economic management process. A recognition lag refers to the time taken 
to  
 
(a) identify that the economic data are changing. – Answer 
(b) decide on an appropriate policy plan.  
(c) affect the level of economic activity after a policy change.  
(d) implement an appropriate counter-cyclical policy. 
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Marking Guide – Section 2 
 

2022 
Section 2 

Question 27 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

The economic indicators in the table below refer to a hypothetical economy. 
 

 
 
(a) (i) Identify the phase of the business cycle the economy experienced between 2020 and 2022. 
(1 mark) 
 

 
 
(ii) Calculate the current account balance for 2022. (1 mark) 
 

 
 
(b) Describe two possible causes of the phase of the business cycle identified in part (a)(i) above. 
(4 marks) 
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Assume that the economic indicators for 2022 shown in the table on page 14 applied to the 
Australian economy. 
 
(c) Using the aggregate expenditure (AE) model, demonstrate the likely stance the Reserve Bank 
of Australia would adopt in order to influence economic activity, and explain the impact of this 
stance. (6 marks) 
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Marking Guide – Section 3 
 

2020 
Section 3 

Question 30 
 

Australia’s 
macro-

economic 
performance 

and the 
business 

cycle 

(a) Use the aggregate demand and aggregate supply (AD/AS) model to demonstrate and explain 
the characteristics of the boom phase of the business cycle. (10 marks) 
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(b) Discuss how an economic boom influences the Australian Government’s economic objectives of 
sustainable economic growth, low unemployment and a more equitable distribution of income. (10 
marks) 
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Unit 4 – The aggregate expenditure model 
 
Section 1 
 

2023 
Section 1 
Question 

15 
 

The 
aggregate 

expenditure 
model 

According to the aggregate expenditure (AE) model, when the level of income is below equilibrium, 
then the inventory levels of firms are 
 
(a) rising, which causes production to decrease. 
(b) falling, which causes production to decrease. 
(c) rising, which causes production to increase. 
(d) falling, which causes production to increase. 

 
2023 

Section 1 
Question 

16 
 

The 
aggregate 

expenditure 
model 

The strength of the multiplier is determined by 
 
(a) the impact of interest rates on the level of disposable income. 
(b) the proportion of extra income spent within the economy. 
(c) the level of business and consumer confidence. 
(d) global economic conditions. 

 
2023 

Section 1 
Question 

17 
 

The 
aggregate 

expenditure 
model 

If the Australian economy is operating at a point of $100 million below equilibrium, then restoring 
macroeconomic equilibrium will require 
 
(a) an increase in government spending of $20 million if the marginal propensity to save is equal to 
0.4.  
(b) a decrease in government spending of $20 million if the marginal propensity to save is equal to 
0.4.  
(c) an increase in government spending of $20 million if the marginal propensity to save is equal to 
0.2.  
(d) a decrease in government spending of $20 million if the marginal propensity to save is equal to 
0.2. 

 
2022 

Section 1 
Question 

15 
 

The 
aggregate 

expenditure 
model 

Refer to the diagram below to complete Question 15. 
 

 
 
Using the data above, the marginal propensity to save (MPS) and the multiplier are approximately  
 
(a) 0.66 and 1.5 respectively.  
(b) 0.33 and 3 respectively.  
(c) 0.66 and 3 respectively.  
(d) 0.33 and 1.5 respectively. 
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2022 
Section 1 
Question 

16 
 

The 
aggregate 

expenditure 
model 

In the Keynesian aggregate expenditure model, macroeconomic equilibrium occurs when  
 
(a) the balance of payments sums to zero.  
(b) government expenditure equals government revenue.  
(c) inventory levels are constant.  
(d) aggregate demand exceeds aggregate supply. 

 
2021 

Section 1 
Question 

13 
 

The 
aggregate 

expenditure 
model 

Assuming an economy’s real GDP is currently $1000bn and the marginal propensity to consume 
(MPC) is 0.75, an increase in government spending of $50bn will result in a new equilibrium level of 
spending equal to  
 
(a) $1100bn. 
(b) $1150bn.  
(c) $1200bn.  
(d) $1250bn. 

 
2021 

Section 1 
Question 

14 
 

The 
aggregate 

expenditure 
model 

In the aggregate expenditure (AE) model, the AE line is most likely to shift downward when the  
 
(a) Reserve Bank of Australia lowers the cash rate.  
(b) level of business investment decreases due to reduced confidence.  
(c) current account of Australia is in deficit.  
(d) level of imports of goods and services falls. 

 
2020 

Section 1 
Question 

16 
 

The 
aggregate 

expenditure 
model 

The table below shows the level of consumption at different levels of income. 
 

 
 
Using the data in the table, which of the following is correct? The marginal propensity to consume is  
 
(a) 0.75 and the multiplier is 4.  
(b) 0.5 and the multiplier is 2.  
(c) 0.75 and the multiplier is 1.33.  
(d) 0.4 and the multiplier is 2.5. 

 
2020 

Section 1 
Question 

17 
 

The 
aggregate 

expenditure 
model 

If the marginal propensity to consume is 0.8, an increase in investment of $100bn would cause 
income to 
 
(a) rise by $100bn.  
(b) rise by $500bn.  
(c) fall by $80bn.  
(d) fall by $20bn. 
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2020 
Section 1 
Question 

18 
 

The 
aggregate 

expenditure 
model 

This question refers to the aggregate expenditure (AE) model shown below. 
 

 
 
In the AE model, the level of income will rise when spending is  
 
(a) equal to output.  
(b) greater than output  
(c) less than output.  
(d) equal to aggregate expenditure. 

 
2020 

Section 1 
Question 

20 
 

The 
aggregate 

expenditure 
model 

Which of the following statements best explains a deflationary gap?  
 
(a) the amount by which aggregate expenditure needs to reduce to eliminate inflationary pressure  
(b) the additional amount of spending required to raise GDP to the full employment level  
(c) the difference between aggregate demand and aggregate supply at equilibrium  
(d) the amount by which actual real GDP exceeds potential GDP 

 
2019 

Section 1 
Question 

14 
 

The 
aggregate 

expenditure 
model 

Which of the following would cause a decrease in the value of the multiplier?  
 
(a) the government increases income tax rates  
(b) investment spending declines  
(c) the terms of trade falls  
(d) the marginal propensity to save decreases 

 
 

2019 
Section 1 
Question 

15 
 

The 
aggregate 

expenditure 
model 

Which of the following statements about the consumption function is correct?  
 
(a) As disposable income rises, the marginal propensity to consume falls.  
(b) As disposable income rises, the marginal propensity to consume rises.  
(c) As disposable income rises, the marginal propensity to consume does not change.  
(d) As disposable income rises, the marginal propensity to save rises. 
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Section 2 
 
There have been no questions on this topic for this section in the exams of recent years. 
 
Section 3 
 

2023 
Section 3 
Question 

30 
 

The 
aggregate 

expenditure 
model 

(a) Outline the concept of monetary policy and describe three circumstances under which the 
Reserve Bank of Australia (RBA) may change the cash rate to achieve its macroeconomic 
objectives. (8 marks)  
 
(b) Using an aggregate expenditure (AE) model, analyse the impact of rising interest rates on output 
and expenditure in the Australian economy. (12 marks) 
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2020 
Section 3 
Question 

31 
 

The 
aggregate 

expenditure 
model 

(a) Explain why and how both monetary policy and fiscal policy have been used to influence the 
Australian economy in 2020. Use an aggregate expenditure (AE) model to support your answer. (12 
marks) 
 
(b) Discuss the factors likely to influence the effectiveness of each of these policies. (8 marks) 
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2019 

Section 3 
Question 

30 
 

The 
aggregate 

expenditure 
model 

In recent years, Western Australia has experienced the rapid expansion of new mining and energy 
industries such as lithium and liquefied natural gas (LNG) and increased investment by new firms 
that could earn the nation hundreds of billions of dollars in exports. 
 
(a) Discuss the importance of investment to the Australian economy and explain the factors that can 
influence the total amount of investment spending in Australia. (10 marks) 
 
(b) Use the aggregate expenditure model and the multiplier process to demonstrate and explain the 
likely effect of the increased mining and energy investment on the Australian economy. (10 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 
Question 

15 
 

The 
aggregate 

expenditure 
model 

According to the aggregate expenditure (AE) model, when the level of income is below equilibrium, 
then the inventory levels of firms are 
 
(a) rising, which causes production to decrease. 
(b) falling, which causes production to decrease. 
(c) rising, which causes production to increase. 
(d) falling, which causes production to increase. – Answer 

 
2023 

Section 1 
Question 

16 
 

The 
aggregate 

expenditure 
model 

The strength of the multiplier is determined by 
 
(a) the impact of interest rates on the level of disposable income. 
(b) the proportion of extra income spent within the economy. – Answer 
(c) the level of business and consumer confidence. 
(d) global economic conditions. 

 
2023 

Section 1 
Question 

17 
 

The 
aggregate 

expenditure 
model 

If the Australian economy is operating at a point of $100 million below equilibrium, then restoring 
macroeconomic equilibrium will require 
 
(a) an increase in government spending of $20 million if the marginal propensity to save is equal to 
0.4.  
(b) a decrease in government spending of $20 million if the marginal propensity to save is equal to 
0.4.  
(c) an increase in government spending of $20 million if the marginal propensity to save is 
equal to 0.2. – Answer 
(d) a decrease in government spending of $20 million if the marginal propensity to save is equal to 
0.2. 

 
2022 

Section 1 
Question 

15 
 

The 
aggregate 

expenditure 
model 

Refer to the diagram below to complete Question 15. 
 

 
 
Using the data above, the marginal propensity to save (MPS) and the multiplier are approximately  
 
(a) 0.66 and 1.5 respectively.  
(b) 0.33 and 3 respectively. – Answer 
(c) 0.66 and 3 respectively.  
(d) 0.33 and 1.5 respectively. 
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2022 
Section 1 
Question 

16 
 

The 
aggregate 

expenditure 
model 

In the Keynesian aggregate expenditure model, macroeconomic equilibrium occurs when  
 
(a) the balance of payments sums to zero.  
(b) government expenditure equals government revenue.  
(c) inventory levels are constant. – Answer 
(d) aggregate demand exceeds aggregate supply. 

 
2021 

Section 1 
Question 

13 
 

The 
aggregate 

expenditure 
model 

Assuming an economy’s real GDP is currently $1000bn and the marginal propensity to consume 
(MPC) is 0.75, an increase in government spending of $50bn will result in a new equilibrium level of 
spending equal to  
 
(a) $1100bn. 
(b) $1150bn.  
(c) $1200bn. – Answer 
(d) $1250bn. 

 
2021 

Section 1 
Question 

14 
 

The 
aggregate 

expenditure 
model 

In the aggregate expenditure (AE) model, the AE line is most likely to shift downward when the  
 
(a) Reserve Bank of Australia lowers the cash rate.  
(b) level of business investment decreases due to reduced confidence. – Answer 
(c) current account of Australia is in deficit.  
(d) level of imports of goods and services falls. 

 
2020 

Section 1 
Question 

16 
 

The 
aggregate 

expenditure 
model 

The table below shows the level of consumption at different levels of income. 
 

 
 
Using the data in the table, which of the following is correct? The marginal propensity to consume is  
 
(a) 0.75 and the multiplier is 4. – Answer 
(b) 0.5 and the multiplier is 2.  
(c) 0.75 and the multiplier is 1.33.  
(d) 0.4 and the multiplier is 2.5. 

 
2020 

Section 1 
Question 

17 
 

The 
aggregate 

expenditure 
model 

If the marginal propensity to consume is 0.8, an increase in investment of $100bn would cause 
income to 
 
(a) rise by $100bn.  
(b) rise by $500bn. – Answer 
(c) fall by $80bn.  
(d) fall by $20bn. 
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2020 
Section 1 
Question 

18 
 

The 
aggregate 

expenditure 
model 

This question refers to the aggregate expenditure (AE) model shown below. 
 

 
 
In the AE model, the level of income will rise when spending is  
 
(a) equal to output.  
(b) greater than output – Answer 
(c) less than output.  
(d) equal to aggregate expenditure. 

 
2020 

Section 1 
Question 

20 
 

The 
aggregate 

expenditure 
model 

Which of the following statements best explains a deflationary gap?  
 
(a) the amount by which aggregate expenditure needs to reduce to eliminate inflationary pressure  
(b) the additional amount of spending required to raise GDP to the full employment level – 
Answer 
(c) the difference between aggregate demand and aggregate supply at equilibrium  
(d) the amount by which actual real GDP exceeds potential GDP 

 
2019 

Section 1 
Question 

14 
 

The 
aggregate 

expenditure 
model 

Which of the following would cause a decrease in the value of the multiplier?  
 
(a) the government increases income tax rates – Answer 
(b) investment spending declines  
(c) the terms of trade falls  
(d) the marginal propensity to save decreases 

 
2019 

Section 1 
Question 

15 
 

The 
aggregate 

expenditure 
model 

Which of the following statements about the consumption function is correct?  
 
(a) As disposable income rises, the marginal propensity to consume falls.  
(b) As disposable income rises, the marginal propensity to consume rises.  
(c) As disposable income rises, the marginal propensity to consume does not change. – 
Answer 
(d) As disposable income rises, the marginal propensity to save rises. 
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Marking Guide – Section 2 
 
There have been no questions on this topic for this section in the exams of recent years. 
 
Marking Guide – Section 3 
 

2023 
Section 3 
Question 

30 
 

The 
aggregate 

expenditure 
model 

(a) Outline the concept of monetary policy and describe three circumstances under which the 
Reserve Bank of Australia (RBA) may change the cash rate to achieve its macroeconomic 
objectives. (8 marks)  
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(b) Using an aggregate expenditure (AE) model, analyse the impact of rising interest rates on output 
and expenditure in the Australian economy. (12 marks) 
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2020 
Section 3 
Question 

31 
 

The 
aggregate 

expenditure 
model 

(a) Explain why and how both monetary policy and fiscal policy have been used to influence the 
Australian economy in 2020. Use an aggregate expenditure (AE) model to support your answer. (12 
marks) 
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(b) Discuss the factors likely to influence the effectiveness of each of these policies. (8 marks) 
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2019 
Section 3 
Question 

30 
 

The 
aggregate 

expenditure 
model 

In recent years, Western Australia has experienced the rapid expansion of new mining and energy 
industries such as lithium and liquefied natural gas (LNG) and increased investment by new firms 
that could earn the nation hundreds of billions of dollars in exports. 
 
(a) Discuss the importance of investment to the Australian economy and explain the factors that can 
influence the total amount of investment spending in Australia. (10 marks) 
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(b) Use the aggregate expenditure model and the multiplier process to demonstrate and explain the 
likely effect of the increased mining and energy investment on the Australian economy. (10 marks) 
 

 
 
 
  



 

Unit 4 – The aggregate demand and aggregate supply models – Section 1 
 Essential Insight Exam Guide – 2025 Edition – Page 228 

Unit 4 – The aggregate demand and aggregate supply models 
 
Section 1 
 

2023 
Section 1 
Question 

18 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

According to the aggregate demand/aggregate supply (AD/AS) model, a fall in a nation’s 
productivity level will shift the 
 
(a) aggregate supply (AS) curve to the right. 
(b) aggregate supply (AS) curve to the left. 
(c) aggregate demand (AD) curve to the right. 
(d) aggregate demand (AD) curve to the left. 

 
2021 

Section 1 
Question 

15 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

An increase in real wages will  
 
(a) shift the aggregate supply (AS) curve to the right.  
(b) shift the AS curve to the left.  
(c) increase real GDP and create jobs.  
(d) reduce the price level. 

 
2021 

Section 1 
Question 

16 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

If Australians buy goods from India,  
 
(a) Australia’s aggregate demand (AD) curve will shift to the right.  
(b) India’s AD curve will shift to the right.  
(c) Australia’s aggregate supply (AS) curve will shift to the right.  
(d) India’s AS curve will shift to the right. 
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2020 
Section 1 
Question 

19 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

Which of the following would be most likely to have caused the shift in aggregate demand (AD) 
shown in the diagram below? 
 

 
 
(a) a rise in interest rates  
(b) a rise in the price level  
(c) a decrease in income taxes  
(d) a fall in share prices 

 
2019 

Section 1 
Question 

16 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

Which of the following is most likely to reflect government policy designed to improve labour 
productivity?  
 
(a) The aggregate supply curve shifts to the left.  
(b) The aggregate demand curve shifts to the left.  
(c) The aggregate supply curve shifts to the right.  
(d) The aggregate demand curve shifts to the right. 
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Section 2 
 

2023 
Section 2 
Question 

27 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

This question refers to the edited extracts below from two separate articles by the Macquarie Group 
and the Commonwealth Bank respectively, published on 26 October 2022. 
 
Extract 1: A budget that reflects the times 
 
The Albanese Government has delivered a cautious budget, consistent with the need to keep fiscal 
expenditure expansionary but with the intention of limiting any additional inflationary pressures. 
 
Treasury is now forecasting a more difficult outlook for the Australian economy. It expects GDP 
growth to decline to only 1.5% in 2023/24, unemployment to rise by 0.75% and for inflation to 
remain at higher levels throughout the next three years. 
 
The primary focus of the budget is to address cost of living pressures. Despite higher tax revenues 
(which total $A144.6 bn over the four years to 2025/26), the government has opted to hold on to 
some of the savings and pursue family-oriented policies that align with the RBA’s goal of bringing 
inflation back down to its target 2–3% range. 
 
Against a backdrop where economic growth is slowing, but where the fiscal position remains strong, 
the budget prioritises four key areas with targeted spending addressing: 1) the cost of living (tax cuts 
and social security); 2) parental and childcare support; 3) infrastructure; and 4) health, education, 
and community services. Companies that are exposed to the housing sector also stand to gain due 
to the government’s ambitious goal of building around 200,000 affordable homes per year for the 
next 5 years starting in mid-2024. 
 
Extract 2: Federal Budget ‘resetting for an uncertain future’: CBA economists 
 
The federal government’s 2022/23 Budget — the first handed down by Treasurer Jim Chalmers — 
includes measures to address childcare and parental leave, housing and sustainability. 
 
‘For 2022/23 the Budget deficit is now forecast at $A36.9 bn, 1.5 per cent of GDP, but little has 
changed from the 2021/22 budget deficit of $A32 bn, 1.4 per cent of GDP. As such, this represents 
little change in the overall fiscal position from 2021/22 to 2022/23’. 
 
The report’s authors also write: ‘The Government has downgraded the outlook for global [economic] 
growth (from 3.2 per cent in 2022 to 2.1 per cent in 2023*). The Budget notes that, “high inflation is 
sapping momentum and global growth is slowing by more than expected, with some major 
economies stalling or contracting. Higher global interest rates have increased the risk of recession 
across all major advanced economies, and the outlook for China has weakened.” We very much 
agree.’ 
 
(a) (i) State the forecast growth rate for the Australian economy for 2023/2024. (1 mark) 
 
 

 
 
(ii) State the value of the Australian Government’s expected budget deficit for 2022/2023. (1 mark) 
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(b) With reference to three pieces of evidence from the extracts, identify and account for the fiscal 
stance of the 2022/2023 Federal Budget. (4 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
(c) Using an aggregate demand/aggregate supply (AD/AS) model, describe how the Government 
uses discretionary fiscal policy spending on infrastructure projects to achieve long-run price stability 
and economic growth in the Australian economy. (6 marks) 
 

Model 
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2019 

Section 2 
Question 

27 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

This question refers to the data in the table below for a hypothetical economy. 
 

 
 
(a) (i) Calculate the real economic growth rate in Year 3. (1 mark) 
 
 

 
 
(ii) Identify the indicator in the table that is lagging. (1 mark) 
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(iii) Identify the year which had the highest rate of inflation. (1 mark) 
 
 

 
 
(b) With reference to Year 3 in the table on page 15, explain how one economic objective conflicts 
with the objective of economic growth and how one other economic objective complements the 
objective of economic growth. (4 marks) 
 
 
Conflicting economic objective: 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
Complementary economic objective: 

 
 

 
 

 
 

 
 

 
 

 
 

 
(c) Describe and demonstrate, using the aggregate demand and aggregate supply (AD/AS) model, 
the performance of the economy from Year 4 to Year 5 in the table on page 15. (5 marks) 
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Model 
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Section 3 
 

2023 
Section 3 
Question 

31 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

(a) Define ‘structural change’ and explain three recent causes of structural change in the Australian 
economy. (10 marks) 
 
(b) Using an aggregate demand/aggregate supply (AD/AS) model, describe two positive and two 
negative effects of structural change on economic growth and employment in the Australian 
economy. (10 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 
Question 

18 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

According to the aggregate demand/aggregate supply (AD/AS) model, a fall in a nation’s 
productivity level will shift the 
 
(a) aggregate supply (AS) curve to the right. 
(b) aggregate supply (AS) curve to the left. – Answer 
(c) aggregate demand (AD) curve to the right. 
(d) aggregate demand (AD) curve to the left. 

 
2021 

Section 1 
Question 

15 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

An increase in real wages will  
 
(a) shift the aggregate supply (AS) curve to the right.  
(b) shift the AS curve to the left. – Answer 
(c) increase real GDP and create jobs. – Answer 
(d) reduce the price level. 
 
SCSA Marking Key states both b and c are correct. 

 
2021 

Section 1 
Question 

16 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

If Australians buy goods from India,  
 
(a) Australia’s aggregate demand (AD) curve will shift to the right.  
(b) India’s AD curve will shift to the right. – Answer 
(c) Australia’s aggregate supply (AS) curve will shift to the right.  
(d) India’s AS curve will shift to the right. 

 
2020 

Section 1 
Question 

19 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

Which of the following would be most likely to have caused the shift in aggregate demand (AD) 
shown in the diagram below? 
 

 
 
(a) a rise in interest rates  
(b) a rise in the price level  
(c) a decrease in income taxes – Answer 
(d) a fall in share prices 
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2019 

Section 1 
Question 

16 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

Which of the following is most likely to reflect government policy designed to improve labour 
productivity?  
 
(a) The aggregate supply curve shifts to the left.  
(b) The aggregate demand curve shifts to the left.  
(c) The aggregate supply curve shifts to the right. – Answer 
(d) The aggregate demand curve shifts to the right. 
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Marking Guide – Section 2 
 

2023 
Section 2 
Question 

27 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

This question refers to the edited extracts below from two separate articles by the Macquarie Group 
and the Commonwealth Bank respectively, published on 26 October 2022. 
 
Extract 1: A budget that reflects the times 
 
The Albanese Government has delivered a cautious budget, consistent with the need to keep fiscal 
expenditure expansionary but with the intention of limiting any additional inflationary pressures. 
 
Treasury is now forecasting a more difficult outlook for the Australian economy. It expects GDP 
growth to decline to only 1.5% in 2023/24, unemployment to rise by 0.75% and for inflation to 
remain at higher levels throughout the next three years. 
 
The primary focus of the budget is to address cost of living pressures. Despite higher tax revenues 
(which total $A144.6 bn over the four years to 2025/26), the government has opted to hold on to 
some of the savings and pursue family-oriented policies that align with the RBA’s goal of bringing 
inflation back down to its target 2–3% range. 
 
Against a backdrop where economic growth is slowing, but where the fiscal position remains strong, 
the budget prioritises four key areas with targeted spending addressing: 1) the cost of living (tax cuts 
and social security); 2) parental and childcare support; 3) infrastructure; and 4) health, education, 
and community services. Companies that are exposed to the housing sector also stand to gain due 
to the government’s ambitious goal of building around 200,000 affordable homes per year for the 
next 5 years starting in mid-2024. 
 
Extract 2: Federal Budget ‘resetting for an uncertain future’: CBA economists 
 
The federal government’s 2022/23 Budget — the first handed down by Treasurer Jim Chalmers — 
includes measures to address childcare and parental leave, housing and sustainability. 
 
‘For 2022/23 the Budget deficit is now forecast at $A36.9 bn, 1.5 per cent of GDP, but little has 
changed from the 2021/22 budget deficit of $A32 bn, 1.4 per cent of GDP. As such, this represents 
little change in the overall fiscal position from 2021/22 to 2022/23’. 
 
The report’s authors also write: ‘The Government has downgraded the outlook for global [economic] 
growth (from 3.2 per cent in 2022 to 2.1 per cent in 2023*). The Budget notes that, “high inflation is 
sapping momentum and global growth is slowing by more than expected, with some major 
economies stalling or contracting. Higher global interest rates have increased the risk of recession 
across all major advanced economies, and the outlook for China has weakened.” We very much 
agree.’ 
 
(a) (i) State the forecast growth rate for the Australian economy for 2023/2024. (1 mark) 
 

 
 

(ii) State the value of the Australian Government’s expected budget deficit for 2022/2023. (1 mark) 
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(b) With reference to three pieces of evidence from the extracts, identify and account for the fiscal 
stance of the 2022/2023 Federal Budget. (4 marks) 
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(c) Using an aggregate demand/aggregate supply (AD/AS) model, describe how the Government 
uses discretionary fiscal policy spending on infrastructure projects to achieve long-run price stability 
and economic growth in the Australian economy. (6 marks) 
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2019 
Section 2 
Question 

27 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

This question refers to the data in the table below for a hypothetical economy. 
 

 
 
(a) (i) Calculate the real economic growth rate in Year 3. (1 mark) 
 

 
 
(ii) Identify the indicator in the table that is lagging. (1 mark) 
 

 
 
(iii) Identify the year which had the highest rate of inflation. (1 mark) 
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(b) With reference to Year 3 in the table on page 15, explain how one economic objective conflicts 
with the objective of economic growth and how one other economic objective complements the 
objective of economic growth. (4 marks) 
 

 
 
(c) Describe and demonstrate, using the aggregate demand and aggregate supply (AD/AS) model, 
the performance of the economy from Year 4 to Year 5 in the table on page 15. (5 marks) 
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Marking Guide – Section 3 
 

2023 
Section 3 
Question 

31 
 

The 
aggregate 
demand 

and 
aggregate 

supply 
models 

(a) Define ‘structural change’ and explain three recent causes of structural change in the Australian 
economy. (10 marks) 
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(b) Using an aggregate demand/aggregate supply (AD/AS) model, describe two positive and two 
negative effects of structural change on economic growth and employment in the Australian 
economy. (10 marks) 
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Unit 4 – Fiscal policy 
 
Section 1 
 

2023 
Section 1 
Question 

20 
 

Fiscal 
policy 

Which of the following are incompatible economic objectives?  
 
(a) economic growth and equitable distribution of income  
(b) price stability and efficient allocation of resources  
(c) economic growth and full employment  
(d) efficient allocation of resources and economic growth 

 
2023 

Section 1 
Question 

21 
 

Fiscal 
policy 

When an actual budget deficit exceeds the planned budget deficit, this may be due to 
 
(a) a change in government resulting in a change in fiscal policy objectives. 
(b) economic growth exceeding expectations, resulting in greater tax revenue. 
(c) an improvement in the terms of trade index, resulting in greater tax revenue. 
(d) increases in the unemployment rate, resulting in greater welfare spending. 

 
2022 

Section 1 
Question 

11 
 

Fiscal 
policy 

Australia’s foreign debt represents mainly the extent to which  
 
(a) foreign residents own Australian assets. 
(b) Australia owns foreign assets.  
(c) Australia owes the rest of the world. 
(d) Australian companies borrow from overseas. 

 
2022 

Section 1 
Question 

18 
 

Fiscal 
policy 

If the Australian Government’s budget is currently in deficit, which of the following could increase 
this deficit?  
 
I. an increase in government infrastructure spending 
II. an increase in mining company profits  
III. a decrease in taxation rates for middle-income earners  
IV. a decrease in the unemployment rate  
 
(a) I and II only.  
(b) I, II and III.  
(c) I and III only.  
(d) II, III, and IV. 

 
2021 

Section 1 
Question 3 

 
Fiscal 
policy 

Australia’s international competitiveness will most likely increase if  
 
(a) the Australian dollar appreciates relative to our trading partners’ currencies.  
(b) the Australian Government spends more on ports and railroads.  
(c) Australian workers’ wages increase faster than their productivity.  
(d) Gross Domestic Product (GDP) growth is higher in Australia than in other countries. 

 
2021 

Section 1 
Question 

17 
 

Fiscal 
policy 

Australia’s economic objective of price stability is most compatible with the  
 
(a) balanced budget objective.  
(b) equitable distribution of income objective.  
(c) sustainable economic growth objective.  
(d) efficient resource allocation objective. 
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2021 
Section 1 
Question 

18 
 

Fiscal 
policy 

One of the weaknesses of fiscal policy is that it  
 
(a) has significant implementation delays.  
(b) requires approval from the Reserve Bank of Australia (RBA).  
(c) has limited impacts on consumer spending.  
(d) cannot be directed to specific sectors of the economy. 

 
2021 

Section 1 
Question 

20 
 

Fiscal 
policy 

If the Australian Government’s budget is currently in deficit, spending more than it raises in taxes 
may 
 
(a) lead to a budget surplus.  
(b) cause a balanced budget.  
(c) create an increase in government savings.  
(d) lead to an increase in government borrowing. 

 
2021 

Section 1 
Question 

21 
 

Fiscal 
policy 

If the Australian Government is operating a budget surplus, it is most likely that  
 
(a) unemployment is high, inflation is low and retail sales are weak.  
(b) retail sales are strong, inflation is high and the unemployment rate is high.  
(c) retail sales are weak, inflation is low and GDP growth is high.  
(d) interest rates are high, unemployment is low and the trade balance is in deficit. 

 
2020 

Section 1 
Question 

14 
 

Fiscal 
policy 

The factor that most affects household spending and household saving is  
 
(a) taxation.  
(b) interest rates.  
(c) exchange rates. 
(d) income. 

 
2020 

Section 1 
Question 

24 
 

Fiscal 
policy 

Which of the following statements most accurately describes the impact of bushfires and drought on 
the 2019–2020 Commonwealth budget?  
 
(a) There was a planned budget surplus but the outcome was a budget deficit.  
(b) There was a planned budget deficit but the outcome was a budget surplus.  
(c) The actual budget surplus was larger than the planned budget surplus.  
(d) The actual budget deficit was larger than the planned budget deficit. 

 
2019 

Section 1 
Question 

17 
 

Fiscal 
policy 

The diagram below shows the effect of automatic stabilisers on budget outcomes. 
 

 
 
An economic recession would be reflected in a movement between which two points?  
 
(a) B to A  
(b) B to C  
(c) A to B  
(d) A to C 
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2019 

Section 1 
Question 

19 
 

Fiscal 
policy 

Which of the following most accurately describes the Australian government budget outcomes over 
the past three years?  
 
(a) increasing budget deficits  
(b) decreasing budget surpluses  
(c) increasing budget surpluses  
(d) decreasing budget deficits 
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Section 2 
 

2021 
Section 2 
Question 

26 
 

Fiscal 
policy 

This question refers to the two graphs below, which show Australia’s GDP growth (quarterly) and 
the Australian Government’s budget balance (annual). 
 

 

 
 
(a) (i) What was the size of the contraction in GDP in the June quarter of 2020? (1 mark) 
 
 

 
 
(ii) What is the size of the Australian Government’s estimated budget deficit in 2020/21? (1 mark) 
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(b) Using the aggregate demand/aggregate supply (AD/AS) model, demonstrate and outline two 
intended effects of the estimated Australian Government budget deficits from 2020/21 onward. (4 
marks) 
 

Model 
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(c) Describe three reasons why these estimated Australian Government budget deficits may have a 
limited effect on economic activity. (6 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 

 
 

 
 

 
 

 
Three: 
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Section 3 
 

2022 
Section 3 
Question 

30 
 

Fiscal 
policy 

(a) Outline the economic policy objectives of the Australian Government and describe the extent to 
which these may conflict with or complement each other. (10 marks)  
 
(b) Outline the two methods used to measure productivity and, using an aggregate 
demand/aggregate supply (AD/AS) model, illustrate and explain the impact of productivity growth on 
the achievement of any three economic objectives. (10 marks) 
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2022 
Section 3 
Question 

31 
 

Fiscal 
policy 

(a) Explain the meaning of a ‘budget deficit’ and describe three methods the Australian Government 
can use to finance a budget deficit. (8 marks)  
 
(b) Using the aggregate expenditure (AE) model, explain the short and long-term implications of the 
contemporary fiscal policy measures adopted by the Australian Government. (12 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 
Question 

20 
 

Fiscal 
policy 

Which of the following are incompatible economic objectives?  
 
(a) economic growth and equitable distribution of income  – Answer 
(b) price stability and efficient allocation of resources  
(c) economic growth and full employment  
(d) efficient allocation of resources and economic growth 

 
2023 

Section 1 
Question 

21 
 

Fiscal 
policy 

When an actual budget deficit exceeds the planned budget deficit, this may be due to 
 
(a) a change in government resulting in a change in fiscal policy objectives. 
(b) economic growth exceeding expectations, resulting in greater tax revenue. 
(c) an improvement in the terms of trade index, resulting in greater tax revenue. 
(d) increases in the unemployment rate, resulting in greater welfare spending. – Answer 

 
2022 

Section 1 
Question 

11 
 

Fiscal 
policy 

Australia’s foreign debt represents mainly the extent to which  
 
(a) foreign residents own Australian assets. 
(b) Australia owns foreign assets.  
(c) Australia owes the rest of the world. – Answer 
(d) Australian companies borrow from overseas. 

 
2022 

Section 1 
Question 

18 
 

Fiscal 
policy 

If the Australian Government’s budget is currently in deficit, which of the following could increase 
this deficit?  
 
I. an increase in government infrastructure spending 
II. an increase in mining company profits  
III. a decrease in taxation rates for middle-income earners  
IV. a decrease in the unemployment rate  
 
(a) I and II only.  
(b) I, II and III.  
(c) I and III only. – Answer 
(d) II, III, and IV. 

 
2021 

Section 1 
Question 3 

 
Fiscal 
policy 

Australia’s international competitiveness will most likely increase if  
 
(a) the Australian dollar appreciates relative to our trading partners’ currencies.  
(b) the Australian Government spends more on ports and railroads. – Answer 
(c) Australian workers’ wages increase faster than their productivity.  
(d) Gross Domestic Product (GDP) growth is higher in Australia than in other countries. 

 
2021 

Section 1 
Question 

17 
 

Fiscal 
policy 

Australia’s economic objective of price stability is most compatible with the  
 
(a) balanced budget objective.  
(b) equitable distribution of income objective.  
(c) sustainable economic growth objective. – Answer 
(d) efficient resource allocation objective. 

 
2021 

Section 1 
Question 

18 
 

Fiscal 
policy 

One of the weaknesses of fiscal policy is that it  
 
(a) has significant implementation delays. – Answer 
(b) requires approval from the Reserve Bank of Australia (RBA).  
(c) has limited impacts on consumer spending.  
(d) cannot be directed to specific sectors of the economy. 
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2021 
Section 1 
Question 

20 
 
 

Fiscal 
policy 

If the Australian Government’s budget is currently in deficit, spending more than it raises in taxes 
may 
 
(a) lead to a budget surplus.  
(b) cause a balanced budget.  
(c) create an increase in government savings.  
(d) lead to an increase in government borrowing. – Answer 

 
2021 

Section 1 
Question 

21 
 

Fiscal 
policy 

If the Australian Government is operating a budget surplus, it is most likely that  
 
(a) unemployment is high, inflation is low and retail sales are weak.  
(b) retail sales are strong, inflation is high and the unemployment rate is high.  
(c) retail sales are weak, inflation is low and GDP growth is high.  
(d) interest rates are high, unemployment is low and the trade balance is in deficit. – Answer 

 
2020 

Section 1 
Question 

14 
 

Fiscal 
policy 

The factor that most affects household spending and household saving is  
 
(a) taxation.  
(b) interest rates.  
(c) exchange rates. 
(d) income. – Answer 

 
2020 

Section 1 
Question 

24 
 

Fiscal 
policy 

Which of the following statements most accurately describes the impact of bushfires and drought on 
the 2019–2020 Commonwealth budget?  
 
(a) There was a planned budget surplus but the outcome was a budget deficit. – Answer 
(b) There was a planned budget deficit but the outcome was a budget surplus.  
(c) The actual budget surplus was larger than the planned budget surplus.  
(d) The actual budget deficit was larger than the planned budget deficit. 

 
2019 

Section 1 
Question 

17 
 

Fiscal 
policy 

The diagram below shows the effect of automatic stabilisers on budget outcomes. 
 

 
 
An economic recession would be reflected in a movement between which two points?  
 
(a) B to A – Answer 
(b) B to C  
(c) A to B  
(d) A to C 
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2019 
Section 1 
Question 

19 
 

Fiscal 
policy 

Which of the following most accurately describes the Australian government budget outcomes over 
the past three years?  
 
(a) increasing budget deficits  
(b) decreasing budget surpluses  
(c) increasing budget surpluses  
(d) decreasing budget deficits – Answer 
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Marking Guide – Section 2 
 

2021 
Section 2 
Question 

26 
 

Fiscal 
policy 

This question refers to the two graphs below, which show Australia’s GDP growth (quarterly) and 
the Australian Government’s budget balance (annual). 
 

 

 
 
(a) (i) What was the size of the contraction in GDP in the June quarter of 2020? (1 mark) 
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(ii) What is the size of the Australian Government’s estimated budget deficit in 2020/21? (1 mark) 
 

 
 

(b) Using the aggregate demand/aggregate supply (AD/AS) model, demonstrate and outline two 
intended effects of the estimated Australian Government budget deficits from 2020/21 onward. (4 
marks) 
 

 
 
(c) Describe three reasons why these estimated Australian Government budget deficits may have a 
limited effect on economic activity. (6 marks) 
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Marking Guide – Section 3 
 

2022 
Section 3 
Question 

30 
 

Fiscal 
policy 

(a) Outline the economic policy objectives of the Australian Government and describe the extent to 
which these may conflict with or complement each other. (10 marks)  
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(b) Outline the two methods used to measure productivity and, using an aggregate 
demand/aggregate supply (AD/AS) model, illustrate and explain the impact of productivity growth on 
the achievement of any three economic objectives. (10 marks) 
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2022 
Section 3 
Question 

31 
 

Fiscal 
policy 

(a) Explain the meaning of a ‘budget deficit’ and describe three methods the Australian Government 
can use to finance a budget deficit. (8 marks)  
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(b) Using the aggregate expenditure (AE) model, explain the short and long-term implications of the 
contemporary fiscal policy measures adopted by the Australian Government. (12 marks) 
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Unit 4 – Monetary policy 
 
Section 1 
 

2023 
Section 1 
Question 

22 
 

Monetary 
policy 

In 2022/2023, the monetary policy stance adopted by the Reserve Bank of Australia (RBA) was due 
to  
 
(a) a slowdown in world economic growth and low domestic wage growth.  
(b) inflationary pressure due to increasing costs of production and supply chain disruptions.  
(c) the decreased cost of borrowing funds, impacting investment and spending.  
(d) the decreased disposable incomes of households and firms. 

 
2022 

Section 1 
Question 

17 
 

Monetary 
policy 

In relation to the aggregate demand/aggregate supply (AD/AS) model, which of the following will 
shift the AD curve to the left? An increase in  
 
(a) Australian exports to China.  
(b) the cash rate.  
(c) business confidence.  
(d) disposable income. 

 
2022 

Section 1 
Question 

19 
 

Monetary 
policy 

Fiscal policy has a long decision lag compared with monetary policy because  
 
(a) economic indicators may be out of date when policy makers analyse data.  
(b) government proposals must normally be agreed to by both Houses of Parliament.  
(c) decisions impact household spending and business behaviour with a lag.  
(d) budgetary decisions require approval from the Reserve Bank of Australia (RBA). 

 
2022 

Section 1 
Question 

20 
 

Monetary 
policy 

Assume the Australian economy is experiencing the following economic conditions:  
• inflation = 2.0%  
• economic growth = 1.5%  
• unemployment = 6.5%. 

 
On the basis of the data, the Reserve Bank of Australia (RBA) would most likely 
 
(a) leave the cash rate unchanged as price stability is its main objective.  
(b) increase the cash rate to reduce the level of aggregate demand.  
(c) sell government bonds to the public to increase liquidity in the financial sector.  
(d) reduce the cash rate to increase the level of aggregate demand. 

 
2022 

Section 1 
Question 

21 
 

Monetary 
policy 

A weakness of monetary policy compared with fiscal policy is that it  
 
(a) tends to be relatively ineffective during a recession.  
(b) has a long implementation lag. 
(c) can have a powerful effect on the level of spending in the economy.  
(d) is not effective in controlling high levels of inflation. 

 
2020 

Section 1 
Question 

13 
 

Monetary 
policy 

Which of the following would be likely to reduce inflationary pressure in an economy?  
 
(a) an increase in productivity  
(b) a depreciation of the exchange rate  
(c) aggregate demand rising faster than aggregate supply  
(d) an increase in tariffs on imported goods 
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2020 
Section 1 
Question 

23 
 

Monetary 
policy 

An increase in the cash rate by the Reserve Bank of Australia is most likely to cause  
 
(a) a decrease in the level of business investment.  
(b) an increase in the level of household spending on durable goods.  
(c) a rise in the inflation rate.  
(d) a fall in the unemployment rate. 

 
2019 

Section 1 
Question 

13 
 

Monetary 
policy 

All other things being equal, real interest rates and planned investment have a  
 
(a) positive relationship.  
(b) proportional relationship.  
(c) negative relationship.  
(d) nominal relationship. 

 
2019 

Section 1 
Question 

20 
 

Monetary 
policy 

Which of the following are reasons for the Reserve Bank of Australia to have a medium-term 
inflation targeting strategy?  
 
(i) Inflation creates certainty as it discourages non-productive investment.  
(ii) Inflation leads to higher nominal interest rates, which may reduce spending.  
(iii) Inflation increases the international competitiveness of exporters.  
(iv) Inflation redistributes income and can increase inequality. 
 
(a) (i) and (ii)  
(b) (ii) and (iii)  
(c) (iii) and (iv)  
(d) (ii) and (iv) 

 
2019 

Section 1 
Question 

21 
 

Monetary 
policy 

The Reserve Bank of Australia would most likely implement contractionary monetary policy if  
 
(a) potential GDP was above actual GDP.  
(b) unemployment was below the natural rate of unemployment.  
(c) the economy was affected by a negative aggregate demand shock.  
(d) inflation crept above 2%. 
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Section 2 
 
There have been no questions on this topic for this section in the exams of recent years. 
 
Section 3 
 

2021 
Section 3 
Question 

31 
 

Monetary 
policy 

(a) With reference to the transmission mechanism, explain how the Reserve Bank of Australia uses 
monetary policy to affect the level of economic activity. (8 marks) 
 
(b) Using the aggregate expenditure model, identify three intended effects of the contemporary 
monetary policy stance on the Australian economy and discuss the factors likely to limit its 
effectiveness. (12 marks) 
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2019 
Section 3 
Question 

31 
 

Monetary 
policy 

Discuss the contemporary monetary policy setting of the Reserve Bank of Australia with reference to 
the business cycle, the intended effects on key economic sectors and its effectiveness in influencing 
aggregate demand. (20 marks) 
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Marking Guide – Section 1 
 

2023 
Section 1 
Question 

22 
 

Monetary 
policy 

In 2022/2023, the monetary policy stance adopted by the Reserve Bank of Australia (RBA) was due 
to  
 
(a) a slowdown in world economic growth and low domestic wage growth.  
(b) inflationary pressure due to increasing costs of production and supply chain disruptions. 
– Answer 
(c) the decreased cost of borrowing funds, impacting investment and spending.  
(d) the decreased disposable incomes of households and firms. 

 
2022 

Section 1 
Question 

17 
 

Monetary 
policy 

In relation to the aggregate demand/aggregate supply (AD/AS) model, which of the following will 
shift the AD curve to the left? An increase in  
 
(a) Australian exports to China.  
(b) the cash rate. – Answer 
(c) business confidence.  
(d) disposable income. 

 
2022 

Section 1 
Question 

19 
 

Monetary 
policy 

Fiscal policy has a long decision lag compared with monetary policy because  
 
(a) economic indicators may be out of date when policy makers analyse data.  
(b) government proposals must normally be agreed to by both Houses of Parliament. – 
Answer 
(c) decisions impact household spending and business behaviour with a lag.  
(d) budgetary decisions require approval from the Reserve Bank of Australia (RBA). 

 
2022 

Section 1 
Question 

20 
 

Monetary 
policy 

Assume the Australian economy is experiencing the following economic conditions:  
• inflation = 2.0%  
• economic growth = 1.5%  
• unemployment = 6.5%. 

 
On the basis of the data, the Reserve Bank of Australia (RBA) would most likely 
 
(a) leave the cash rate unchanged as price stability is its main objective.  
(b) increase the cash rate to reduce the level of aggregate demand.  
(c) sell government bonds to the public to increase liquidity in the financial sector.  
(d) reduce the cash rate to increase the level of aggregate demand. – Answer 

 
2022 

Section 1 
Question 

21 
 

Monetary 
policy 

A weakness of monetary policy compared with fiscal policy is that it  
 
(a) tends to be relatively ineffective during a recession. – Answer 
(b) has a long implementation lag. 
(c) can have a powerful effect on the level of spending in the economy.  
(d) is not effective in controlling high levels of inflation. 

 
2020 

Section 1 
Question 

13 
 

Monetary 
policy 

Which of the following would be likely to reduce inflationary pressure in an economy?  
 
(a) an increase in productivity – Answer 
(b) a depreciation of the exchange rate  
(c) aggregate demand rising faster than aggregate supply  
(d) an increase in tariffs on imported goods 
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2020 
Section 1 
Question 

23 
 

Monetary 
policy 

An increase in the cash rate by the Reserve Bank of Australia is most likely to cause  
 
(a) a decrease in the level of business investment. – Answer 
(b) an increase in the level of household spending on durable goods.  
(c) a rise in the inflation rate.  
(d) a fall in the unemployment rate. 

 
2019 

Section 1 
Question 

13 
 

Monetary 
policy 

All other things being equal, real interest rates and planned investment have a  
 
(a) positive relationship.  
(b) proportional relationship.  
(c) negative relationship. – Answer 
(d) nominal relationship. 

 
2019 

Section 1 
Question 

20 
 

Monetary 
policy 

Which of the following are reasons for the Reserve Bank of Australia to have a medium-term 
inflation targeting strategy?  
 
(i) Inflation creates certainty as it discourages non-productive investment.  
(ii) Inflation leads to higher nominal interest rates, which may reduce spending.  
(iii) Inflation increases the international competitiveness of exporters.  
(iv) Inflation redistributes income and can increase inequality. 
 
(a) (i) and (ii)  
(b) (ii) and (iii)  
(c) (iii) and (iv)  
(d) (ii) and (iv) – Answer 

 
2019 

Section 1 
Question 

21 
 

Monetary 
policy 

The Reserve Bank of Australia would most likely implement contractionary monetary policy if  
 
(a) potential GDP was above actual GDP.  
(b) unemployment was below the natural rate of unemployment. – Answer 
(c) the economy was affected by a negative aggregate demand shock.  
(d) inflation crept above 2%. 
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Marking Guide – Section 2 
 
There have been no questions on this topic for this section in the exams of recent years. 
 
Marking Guide – Section 3 
 

2021 
Section 3 
Question 

31 
 

Monetary 
policy 

(a) With reference to the transmission mechanism, explain how the Reserve Bank of Australia uses 
monetary policy to affect the level of economic activity. (8 marks) 
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(b) Using the aggregate expenditure model, identify three intended effects of the contemporary 
monetary policy stance on the Australian economy and discuss the factors likely to limit its 
effectiveness. (12 marks) 
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2019 
Section 3 
Question 

31 
 

Monetary 
policy 

Discuss the contemporary monetary policy setting of the Reserve Bank of Australia with reference to 
the business cycle, the intended effects on key economic sectors and its effectiveness in influencing 
aggregate demand. (20 marks) 
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Unit 4 – Labour productivity 
 
Section 1 
 

2022 
Section 1 

Question 24 
 

Labour 
productivity 

Which of the following outlines a difference between labour productivity and multifactor productivity?  
 
(a) Multifactor productivity is easier to measure than labour productivity.  
(b) New capital equipment will only increase multifactor productivity.  
(c) Labour productivity is more closely related to workers’ wages than multifactor productivity.  
(d) Only multifactor productivity improves with technology. 

 
2022 

Section 1 
Question 23 

 
Labour 

productivity 

Multifactor productivity best refers to the  
 
(a) increase in human capital from migration.  
(b) growth in output produced using a given amount of inputs.  
(c) improvements only in human resource practices.  
(d) increases in competition from the entry of new firms. 

 
2021 

Section 1 
Question 24 

 
Labour 

productivity 

Which of the following statements about employment across various sectors in Australia is correct?  
 
(a) Services as a percentage of employment has increased.  
(b) Mining and agriculture as a percentage of employment has increased.  
(c) Manufacturing and agriculture as a percentage of employment has increased.  
(d) Employment in mining and manufacturing is growing at a slower rate than agriculture. 

 
2019 

Section 1 
Question 24 

 
Labour 

productivity 

Which one of the following is most likely to occur as a result of productivity growth in an economy?  
 
(a) rising price levels  
(b) rising structural unemployment  
(c) falling output levels  
(d) falling economic growth 
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Section 2 
 

2023 
Section 2 

Question 26 
 

Labour 
productivity 

This question refers to an adapted submission to the Productivity Commission produced by the 
Australian Chamber of Commerce and Industry and published in March 2022 and the graph below, 
which shows Market Sector Productivity Growth in Australia from 1991–2021. 
 
Productivity Commission Review of Australia’s Productivity Performance and International 
Competitiveness. 
 
Internationally comparable indicators of productivity are useful for assessing a country’s economic 
performance and competitiveness. Australia’s relatively low productivity growth, particularly in recent 
times, places it as only a middle ranking country in terms of productivity. Australia’s labour 
productivity ranks 16th in the OECD, at US$61.50, measured on a GDP per hours worked basis. 
While this is slightly above the OECD average of US$58.90, Australia ranks behind most 
comparable nations, including France, the United States, Germany and the United Kingdom. 
Similarly, Australia’s multifactor productivity growth of 7.4% over the past two decades was below 
the OECD average of 8.8% and lagged behind the productivity growth of many comparable 
countries.  
 
Some of the reasons why Australia’s productivity growth rates and hence competitiveness is 
declining include lower levels of business investment, low investment in research and development 
(R&D), slow uptake of digital technology and skill and labour shortages. 
 

 
 
(a) (i) According to the extract, identify one possible reason for Australia’s declining productivity and 
competitiveness. (1 mark) 
 
 

 
 
(ii) State the trend in labour productivity growth between 2018 and 2021. (1 mark) 
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(b) Other than labour productivity, outline two factors that influence Australia’s international 
competitiveness. (4 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 

 
 

 
 

 
 

 
 
(c) Using an aggregate demand/aggregate supply (AD/AS) model, explain the impact of ‘lower 
levels of business investment’ on the level of economic activity in Australia. (6 marks) 
 
 

Model 
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2020 
Section 2 

Question 27 
 

Labour 
productivity 

This question refers to the edited extract below, which is from an article written by Michael Roddan 
and published in The Australian on October 26, 2019. 
 

Copyright restrictions prohibit the release of this SCSA exam material. 
 

 
 
(a) (i) Define the term ‘labour productivity’. (1 mark) 
 
 

 
 

 
 
(ii) What was Australia’s average labour productivity growth rate over the last five years? (1 mark) 
 
 

 
 
(iii) Which year in the graph had the highest rate of productivity growth? (1 mark) 
 
 

 
 
(b) Explain two ways each of the following policy options, identified in the article, would assist in 
improving Australia’s productivity rate. (4 marks) 
 
Increased skills and training investment 
 
One: 

 
 

 
 

 
Two: 
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Increased investment in technology by firms 
 
One: 

 
 

 
 

 
Two: 

 
 

 
 

 
 
(c) Using the aggregate demand and aggregate supply (AD/AS) model, demonstrate and explain the 
relationship between productivity improvement and economic growth and how such improvement is 
likely to impact on the growth of income/wages. (5 marks) 
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Model 
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Section 3 
 

2021 
Section 3 

Question 30 
 

Labour 
productivity 

(a) Describe three causes of structural change and, using the AD/AS model, explain the relationship 
between structural change and economic growth. (12 marks) 
 
(b) Explain the term ‘productivity’ and describe three recent Australian Government policies 
designed to promote productivity. (8 marks) 
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Marking Guide – Section 1 
 

2022 
Section 1 

Question 24 
 

Labour 
productivity 

Which of the following outlines a difference between labour productivity and multifactor productivity?  
 
(a) Multifactor productivity is easier to measure than labour productivity.  
(b) New capital equipment will only increase multifactor productivity.  
(c) Labour productivity is more closely related to workers’ wages than multifactor 
productivity. – Answer 
(d) Only multifactor productivity improves with technology. 

 
2022 

Section 1 
Question 23 

 
Labour 

productivity 

Multifactor productivity best refers to the  
 
(a) increase in human capital from migration.  
(b) growth in output produced using a given amount of inputs. – Answer 
(c) improvements only in human resource practices.  
(d) increases in competition from the entry of new firms. 

 
2021 

Section 1 
Question 24 

 
Labour 

productivity 

Which of the following statements about employment across various sectors in Australia is correct?  
 
(a) Services as a percentage of employment has increased. – Answer 
(b) Mining and agriculture as a percentage of employment has increased.  
(c) Manufacturing and agriculture as a percentage of employment has increased.  
(d) Employment in mining and manufacturing is growing at a slower rate than agriculture. 

 
2019 

Section 1 
Question 24 

 
Labour 

productivity 

Which one of the following is most likely to occur as a result of productivity growth in an economy?  
 
(a) rising price levels  
(b) rising structural unemployment – Answer 
(c) falling output levels  
(d) falling economic growth 
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Marking Guide – Section 2 
 

2023 
Section 2 

Question 26 
 

Labour 
productivity 

This question refers to an adapted submission to the Productivity Commission produced by the 
Australian Chamber of Commerce and Industry and published in March 2022 and the graph below, 
which shows Market Sector Productivity Growth in Australia from 1991–2021. 
 
Productivity Commission Review of Australia’s Productivity Performance and International 
Competitiveness. 
 
Internationally comparable indicators of productivity are useful for assessing a country’s economic 
performance and competitiveness. Australia’s relatively low productivity growth, particularly in recent 
times, places it as only a middle ranking country in terms of productivity. Australia’s labour 
productivity ranks 16th in the OECD, at US$61.50, measured on a GDP per hours worked basis. 
While this is slightly above the OECD average of US$58.90, Australia ranks behind most 
comparable nations, including France, the United States, Germany and the United Kingdom. 
Similarly, Australia’s multifactor productivity growth of 7.4% over the past two decades was below 
the OECD average of 8.8% and lagged behind the productivity growth of many comparable 
countries.  
 
Some of the reasons why Australia’s productivity growth rates and hence competitiveness is 
declining include lower levels of business investment, low investment in research and development 
(R&D), slow uptake of digital technology and skill and labour shortages. 
 

 
 
(a) (i) According to the extract, identify one possible reason for Australia’s declining productivity and 
competitiveness. (1 mark) 
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(ii) State the trend in labour productivity growth between 2018 and 2021. (1 mark) 
 

 
 
(b) Other than labour productivity, outline two factors that influence Australia’s international 
competitiveness. (4 marks) 
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(c) Using an aggregate demand/aggregate supply (AD/AS) model, explain the impact of ‘lower 
levels of business investment’ on the level of economic activity in Australia. (6 marks) 
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2020 
Section 2 

Question 27 
 

Labour 
productivity 

This question refers to the edited extract below, which is from an article written by Michael Roddan 
and published in The Australian on October 26, 2019. 
 

Copyright restrictions prohibit the release of this SCSA exam material. 
 

 
 
(a) (i) Define the term ‘labour productivity’. (1 mark) 
 

 
 
(ii) What was Australia’s average labour productivity growth rate over the last five years? (1 mark) 
 

 
 
(iii) Which year in the graph had the highest rate of productivity growth? (1 mark) 
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(b) Explain two ways each of the following policy options, identified in the article, would assist in 
improving Australia’s productivity rate. (4 marks) 
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(c) Using the aggregate demand and aggregate supply (AD/AS) model, demonstrate and explain the 
relationship between productivity improvement and economic growth and how such improvement is 
likely to impact on the growth of income/wages. (5 marks) 
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Marking Guide – Section 3 
 

2021 
Section 3 

Question 30 
 

Labour 
productivity 

(a) Describe three causes of structural change and, using the AD/AS model, explain the relationship 
between structural change and economic growth. (12 marks) 
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(b) Explain the term ‘productivity’ and describe three recent Australian Government policies 
designed to promote productivity. (8 marks) 
 

 
 


