
 
 

2014 
Half-Yearly Examination  

Form V Economics 
 
 
Date:  Fri 16th May (AM)  Outcomes Assessed: All      Total marks: 70 
 
 
General Instructions: 
 

 Working Time: 1½ hours 
 Write using a black or blue pen 
 Write your name and circle your 

master’s initials at the front of the 
Answer Booklet 

 Write your name and master’s initials 
on the front cover of each Writing 
Booklet that you use 

 All work will be collected in one bundle 
placed inside your Writing Booklet 

 
 
 
 
 
 
 

Structure of Paper & Instructions: 
 

 Section A (20 marks) 
Answer all questions in the 
Answer Booklet provided. Circle 
the alternative A, B, C or D that 
most fully and correctly answers 
the question 

 Section B (30 marks) 
Answer all questions in the 
Answer Booklet provided 

 Section C (20 marks) 
Attempt one question from this 
section in the Writing Booklet 
provided 
(More can be requested) 

 Board approved calculators may 
be used 

 
NT 
 
 
 
 

CHECKLIST 

Each boy should have the following: 

1 Question Paper 

1 Answer Booklet for Sections A and B 

1 Writing Booklet (more can be requested) 



 

SECTION A (20 marks) 
 
 

Write your name and circle your master’s initials on the front page of the Answer Booklet. 
Attempt ALL questions. 

Select the alternative that best answers the question. 
Mark your answer on the Answer Booklet provided. 

 
 
 
1. Which of the following is regarded as the best way to measure the distribution of 

a country’s income? 
 
(A) Human Development Index. 
(B) Gini Coefficient. 
(C) Real GDP per capita. 
(D) Level of unemployment. 
 
 
 
2. What is the best definition of the economic problem? 
 
(A) Due to there being limited needs and wants, as well as scarce resources, rational 
  choices need to be made. 
(B) Resources are plentiful compared to the demands of society. 
(C) Since scarce resources have any number of alternative uses, opportunity cost is 
  irrelevant. 
(D) Because of their relative scarcity, resources have to be allocated to satisfy as many
  needs and wants as possible in society. 
 
 
 
3. Which government action is inappropriate for the relevant problem stated? 
 

 
 
(A) 
 
 
(B) 
 
 
(C) 
 
 

(D) 

Problem Govt Action 

Market equilibrium quantity is too high due 
to negative externalities 

Regulation 

Market equilibrium quantity is too low due 
to positive externalities 

Subsidies 

The market does not provide the good or 
service 

Expand Public Sector 

The equilibrium market price is too high Price Floor 
 
 
 



 

4. With labour assumed to be the only variable factor in the production process, 
  what conclusion can be made when the marginal physical product reaches zero? 
 
(A) Short run average cost must be at the technical optimum.  
(B) Diminishing returns commence.  
(C) Decreasing returns to scale start to dominate. 
(D) Total physical product is at its maximum.  
 
 
5. This question is based on the demand curve below:  
 
 

 
 
  Using the total expenditure test, describe the price elasticity of demand  
  from point B to point D? 
 
(A) Relatively inelastic. 
(B) Unit elasticity. 
(C) Relatively elastic. 
(D) Perfectly inelastic. 
 
 
6. Which of the following objectives and measurements are incompatible? 
 
   

 

(A) 

(B) 

(C) 

(D) 

Objective Measurement 

Technical Optimum Minimum average cost 

Productivity Ratio of Outputs to Inputs 

Marginal Cost Cost of the last unit of production 

Maximum Profit Highest possible total revenue 
 
  



 

Question 7 refers to the following information for a 3 sector economy: 
 John earnt $100,000 and spent $80,000 in 2012; 
 In 2013 he spent 10% more than last year as a result of a 5% pay rise; 

 
7. What was John’s average propensity to consume in 2013? 
 
(A) 1.6. 
(B) 0.5. 
(C) 0.625. 
(D) 0.84. 
 
 
 
Question 8 is based on the graphs for beef below: 
 

  
 
8. On which graph(s) would there be a shortage for beef at the Price Ceiling? 
 
(A) Graph (a) only. 
(B) Graph (b) only. 
(C) Neither Graph (a) nor (b). 
(D) Both Graph (a) and (b). 
 
 
 
9. What is the typical pattern of income, consumption and savings that is followed 
  according to the life-cycle theory of consumption? 
 
(A) Consumption rises steadily but then falls as retirement is reached. 
(B) Income peaks at the point of retirement. 
(C) A period of saving exists between two periods of dissaving. 
(D) Individuals on higher incomes tend to have a higher marginal propensity to  
  consume.  
 
 
 
 



 

10. If a manufacturer wants to ensure the supply of the raw materials that it uses and 
  gain a greater market share, which respective combination of growth sources  
  should it pursue? 
 
(A) Backward vertical integration and horizontal integration. 
(B) Backward and forward vertical integration. 
(C) Horizontal integration and vertical integration. 
(D) Diversification and forward vertical integration 
 
 
Questions 11 & 12 relate to the following information: 
 
 

Country Investment Imports Govt Exp Savings Exports Taxation
China 100 200 500 300 100 200
Australia 500 400 200 100 500 300
Japan 200 300 600 400 200 400

 
 
11. Which country is most likely to be experiencing falling unemployment? 
 
(A) China. 
(B) Australia. 
(C) Japan. 
(D) All of the above. 
 
 
12. Which country will need to borrow the most to fund their government  
  expenditure? 
 
(A) China. 
(B) Australia. 
(C) Japan. 
(D) None of the above. 
 
 
13. Which combination of characteristics is typical in a market economy? 
 
(A) Excessive demerit goods, not enough merit goods and economic stability. 
(B) High levels of competition, producer sovereignty and a socially desirable 
  distribution of income. 
(C) Profit-making activities pursued by entrepreneurs, private property rights  
  and the pattern of production determined collectively by consumers. 
(D) Big public sector, large networks of buyers and sellers and lack of government 
  regulation. 
 
 
 
 
 
 
 



 

14. The concentration of advanced technology industries in the Macquarie Park  
  industrial area in Sydney’s north west is best described as an example of what 
  type of specialisation? 
 
(A) Land. 
(B) Labour. 
(C) Capital. 
(D) Enterprise. 
 
 
Question 15 refers to the demand curves below for 3 goods: 
 

 
 
15. As price falls from PA to PB, which of the following statements is true? 
 
(A) The biggest expansion in demand is on D1 and so this good must be a necessity. 
(B) The smallest extension in demand is on D1 and so this good must be a luxury. 
(C) D2 represents unitary elasticity as it lies between D1 and D3. 
(D) D3 will have a lower price elasticity of demand coefficient than D1. 
 
 
16. How does productivity contribute to improvements in our standard of living? 
 
(A) Lower production costs, improved international competitiveness and higher  
  profits. 
(B) Higher prices and reduced need for labour resources. 
(C) Both (A) and (B) above. 
(D) Neither (A) nor (B) above. 
 
 
17. To what does ethical decision-making refer with regards to a firm’s behaviour? 
 
(A) Maximise dividends paid to shareholders. 
(B) Pursue a satisfactory level of all goals such as profit maximisation and growth. 
(C) Consider the impacts on society and the environment. 
(D) Provide a wide range of quality goods and services to the market. 
 
 



 

Question 18 refers to the graph below, showing the demand and supply for smartphones: 
 

 
 
18. Which respective combination of demand and supply changes would result in  
  a new equilibrium at point X? 
 
(A) More smartphone advertising and a rise in the price of substitute. 
(B) Increase in incomes and decrease in the cost of smartphone components. 
(C) Greater expectations that the price of smartphones will fall in the future and  
  increase in smartphone production technology. 
(D) Reduced population and adverse weather affecting the manufacture of  
  smartphones. 
 
 
19. What combination of policies would be most appropriate for a government  
  experiencing an economic boom? 

 

 

(A) 

(B) 

(C) 

(D) 

Fiscal Policy Monetary Policy 

Larger budget deficit Higher interest rates 

Smaller budget deficit Lower interest rates 

Larger budget surplus Higher interest rates 

Smaller budget surplus Lower interest rates 
 
 

20. How does the passing of time impact on the price elasticity of supply for most 
goods and services? 

 
(A) It becomes more inelastic. 
(B) It shifts the supply curve to the right. 
(C) It makes the supply curve less steep. 
(D) It has no effect. 
 
 

END OF SECTION A 
 



 

SECTION B (30 marks) 
 

ALL questions are to be found in the ANSWER BOOKLET used for Section A 
Attempt all parts of each of the THREE questions (Qs 21, 22 & 23). 

 
 
 
 
 
 
 

SECTION C (20 marks) 
 

Answer ONE question from this section in a WRITING BOOKLET. 
Write your name, master’s initials and question being attempted  

on the front of the Writing Booklet. 
If you use more than one booklet, write your name again on the front and  

clearly indicate that you are using a second booklet. 
 
 
EITHER 
 
 
24. Explain how economies and diseconomies of scale influence a firm’s long run 

average costs. 
 
 
OR 
 
 
25. Explain how demand and supply interact to achieve an efficient allocation of 

resources in a free market. 
 
 
 
 
 

END OF EXAMINATION 
  



 

FORM V ECONOMICS: HALF-YEARLY EXAMINATION 2014 
 

ANSWER BOOKLET FOR SECTIONS A & B 
 

NAME: ……............................................................... 
 

MASTER (CIRCLE):      SD      ACH      JDS      NT 
 
SECTION A (20 Marks) 
 
(1) A B C D  (11) A B C D 
 
 
 
(2) A B C D  (12) A B C D 
 
 
 
(3) A B C D  (13) A B C D 
 
 
 
(4) A B C D  (14) A B C D 
 
 
 
(5) A B C D  (15) A B C D 
 
 
 
(6) A B C D  (16) A B C D 
 
 
 
(7) A B C D  (17) A B C D 
 
 
 
(8) A B C D  (18) A B C D 
 
 
 
(9) A B C D  (19) A B C D 
 
 
 
(10) A B C D  (20) A B C D 

 
 

TURN OVER FOR SECTION B



 

 
 

THIS PAGE IS INTENTIONALLY BLANK FOR ROUGH WORKING 
  



 

SECTION B (30 marks) 
Answer all the questions in the spaces below 

 
 
 
21 a) What is meant by the term ‘market failure’?    (2 marks) 

 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 
b) Identify two types of market failure and explain how the government   
  could intervene to resolve these situations.    (4 marks) 
 
 
i)  TYPE OF MARKET FAILURE: _________________________________ 
  
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 
ii) TYPE OF MARKET FAILURE: _________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
       Q 21 CONTINUED OVERLEAF 



 

c) Describe two differences between a perfectly competitive market  
  and a monopolistically competitive market.    (4 marks) 
 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 
 
 

  



 

22. This question refers to the graph below for boxes of crackers: 
 
 

 
 
 
a) Is it above or below $6 that the willingness and ability to sell exceeds  
  the willingness and ability to buy?     (1 mark) 
 
 _____________________________________________________________________ 
 
 
b) What is producer revenue at the equilibrium price?   (1 mark) 
 
 _____________________________________________________________________ 
 
 
c) Give two distinct reasons explaining why the supply curve has a positive slope. 
           (2 marks) 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 
       Q 22 CONTINUED OVERLEAF



 

d) On the graph below, carefully draw the impact of a tax of $2 per box on the 
  producers of crackers and clearly identify the new equilibrium price. (2 marks) 
 

 
 
 
e) Explain why the price has not increased by the full extent of the tax.  
           (4 marks) 
 
 

 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________



 

23. This question refers to the information in the table below: 
 
 

Production Possibilities for Australia
Computers Cheese (kgs) 

250 0 
200 500 
150 900 
100 1200 
50 1400 
0 1500 

 
 
a) In the space below, sketch the production possibilities frontier, measuring 
  computer production on the horizontal axis and cheese production on  
  the vertical axis and plotting only the first and last combinations. (2 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
b) What is the opportunity cost of the last 50 computers?  (1 marks) 
 
 _____________________________________________________________________ 
 
 
c) How would an economist describe the production of 50 computers  
  and 1200 kgs of cheese?      (1 mark) 
 
 _____________________________________________________________________ 
 
 
       Q 23 CONTINUED OVERLEAF 



 

d) Explain two factors that would need to change for this economy to be able to 
  produce a combination of 300 computers and 100 kgs of cheese. (4 marks) 
 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 
 
e) Using an example, describe how the concept of opportunity cost relates  
  to the spending patterns of a government.    (2 marks) 
 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 _____________________________________________________________________ 
 
 
 
 
 

 
END OF SECTION B 

 
RETURN TO THE QUESTION PAPER FOR SECTION C 
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