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SECTION 1 
 
20 marks 
Attempt questions 1- 20 
ANSWER IN THE ANSWER SHEET PROVIDED 
Allow for 35 minutes for this section. 
 
              
 
1 When are two goods, A and B, considered to be complementary? 

 
 (A) A rise in the price of both goods has no effect on demand 

 (B) A fall in the price of both goods has no effect on demand 

 (C) A fall in the price of A causes demand for B to increase 

 (D) A rise in the price of A causes demand for B to increase 

 
 
2 Which of the following would be leakages and injections for the circular flow of income? 

 
  Leakages Injections  

 (A) Government expenditure Investment  

 (B) Imports  Taxation   

 (C) Savings  Imports   

 (D) Taxation  Exports   

 
 
3 What economic concept outlines that in a free market situation, the purchaser and user of 

goods and services determines the type and volume of output? 
 

 (A) Supply and demand 

 (B) Consumer sovereignty 

 (C) Opportunity cost  

 (D) Consumer expectations 

 
 
4 Which of the following represents a monopolistic competition market structure? 

 
 (A) There  are no barriers to entry and each firm’s product is differentiated 

 (B) There are no barriers to entry and products are identical 

 (C) There are no close substitutes and a single supplier 

 (D) There are significant barriers to entry and a few major suppliers 
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5 Which of the following is considered to be a feature of a merit good? 

 
 (A) Goods that are socially desirable  

 (B) Goods that are in high demand 

 (C) Goods that provide excellent value for money 

 (D) Goods that are environmentally friendly 

 
 
 
6 What would happen to wages and employment when the demand for labour increases in a 

certain industry?  
 

  Wages                                                   Employment  

 (A) Rise Increases  

 (B) Fall Decreases  

 (C) Rise Expands  

 (D) Fall Contracts  

 
 
 
 
7 A country has a total population of 10 million. Of this, 4 million are not of working age. 

There are 3 million full-time workers and 1 million casual and part-time workers. There 
are .5 million (500,000) people over 15 years of age unemployed but actively seeking 
work. 
 
What is the unemployment rate and the labour force participation rate? 
 

  Unemployment rate Labour force participation rate  

 (A) 33.3% 66.7%  

 (B) 11.1% 75.0%  

 (C) 62 % 85%  

 (D) 45% 72%  
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8 Which of the following describes one role of the Council of Financial Regulators? 

 
 (A) A government department that administers company and security laws 

 (B) A non-regulatory collaborative body advising the government on effective structures 
of the financial system   

 (C) A regulatory body that regulates banks and the stock exchange 

 (D) A statutory body that implements monetary policy 

 
  
Question 9 is based on the following table. 
 

Price Quantity 

1 20 
2 16 
3 15 
4 12 
5 8 

 
 
9 Over which price range is relatively elastic demand experienced? 

 
 (A) $4 to $5 

 (B) $3 to $4 

 (C) $2 to $3 

 (D) $1 to $2 
 

 
 
Question 10 is based on the following production possibility schedule. 
 
Combination A B C D 
Cars 0 10 20 30 
Iron ore 110 75 45 20 
 
 
10 Assuming the economy is operating at Combination B, the opportunity cost of producing 

an extra 10 cars is? 
 

 (A) 75 units of iron ore 

 (B) 45 units of iron ore 

 (C) 35 units of iron ore 

 (D) 30 units of iron ore 
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11 What income is generated from the factors of production? 

 (A) wages, social security payments, commissions, interest  

 (B) wages, dividends, interest, transfer payments 

 (C) wages, rent, interest and profit  

 (D) wages, capital gains, commissions and savings.  

 
 
12 Which of the following describe personal income tax? 

 
 (A) Regressive and indirect 

 (B) Direct and progressive 

 (C) Consumption based and progressive 

 (D) Proportional and direct 

 

13 This question is based on the diagram below showing the production possibility frontiers for a 
country producing both cars and computers. 

 

CARS 
                
                 40 

              35 

 

                20 

 
 
 
 
 
     0                                      18                           26     30 
   
       COMPUTERS 
 
 
What is the opportunity cost of producing the first 20 cars? 
 
(A)  1 computer. 

(B)  4 computers. 

(C)  18 computers. 

(D)  26 computers. 
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14 The following table shows selected data for a hypothetical closed economy “Rochburg”: 
 

 
 
 
 
 
 
 

 
 
What is the Marginal Propensity to Consume (MPC) for Rochburg? 
 
(A) MPC = 0.75        
 
(B) MPC = 1.25 
  
(C) MPC = 0.625 
 
(D) MPC = 1.38 

 
 

15. From the information given in the table below, which of the following statements is true? 

 $ billion 
Savings 75 

Investment 100 
Taxation 95 

Government spending 90 
Imports 50 
Exports 30 

 
 

(A) The economy will contract because of the budget surplus and trade deficit. 

(B) The economy will expand because investment is greater than savings. 

(C) The economy will contract because leakages are greater than injections. 

(D) The economy will neither expand nor contract at this time. 

 
 

16 . Why do governments put extra taxes on alcohol and petrol? 

(A) The demand for these goods tends to be relatively elastic. 

(B) The demand for these goods tends to be relatively inelastic. 

(C) The demand for these goods tends to be of unit elasticity. 

(D) The demand for these goods tends to be perfectly elastic. 

National Income (Y) 
($ billion) 

Consumption (C) 
($ billion) 

500 
700 
900 
1100 

125 
250 
375 
500 
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17.     Which factor will influence the supply of labour in an industry? 

(A) The education, skills and experience required for certain jobs. 

(B) The relative cost of labour to capital. 

(C) The level of output of firms. 

(D) The productivity of labour. 

 

 

18. The following graph is for a hypothetical economy.  

GDP Growth 
 
 
 
 
 
 

             
 
 
 
 
 

 Time 
 
 
 

Which of the following is most likely to occur at point A on the business cycle? 
 
(A) Rising quality of life and falling income levels. 

(B) Rising unemployment and falling quality of life 

(C) Rising income levels and falling unemployment. 

(D) None of the above. 

 

 
 
 
 
 
 
 
 

A 
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19. Paul becomes unemployed because of a decrease in demand for goods and services in the 
economy. This means that Paul is: 

(A) Structurally unemployed. 

(B) Seasonally unemployed. 

(C) Long-term unemployed. 

(D) Cyclically unemployed. 

 

 
20.  Which of the following is an example of a primary market transaction in the share market? 

(A) Selling shares and making a capital gain. 

(B) The Government issuing Treasury bills to the public. 

(C) Buying newly issued shares. 

(D) The purchase and sale of foreign currency. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   
 
 
 
 
 
 
 
 

End of Section 1 
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SECTION II  
 
Total Marks:   30 marks 
Attempt Questions 21 -23 
Answer all questions in the space provided 
 
              
 
Question 21 (10 marks) 
 
The following diagram illustrates a ‘price ceiling’ for a hypothetical market in Australia 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

A) Define the term ‘market failure’.        1 

              

            

              

B) Describe a situation in which the Federal Government might impose a price ceiling.  2

            

            

            

            

             

 
D 

 
D 
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C) Besides price intervention explain and justify one other method that the Federal Government 
could use to intervene in the market.         3 
 
            

            

            

            

            

            

            

            

            

             

 

D) Explain TWO reasons for government intervention in markets in response to market failure. 4
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Question 22 (10 marks) 

 
Study the following table then answer the questions below. 
 
 
           The labour force statistics are for a hypothetical economy.  
 

Total population 
 

940 000 

Hidden unemployment (est) 
 

515 000 

Working age population 
 

700 000 

Unemployed persons, actively 
seeking work 

70 000 

 

 

A) Calculate the labour force participation rate for the economy above.     1 
 
            

             

 
B) Explain TWO types of unemployment.        2 
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C) How might an increase in the school leaving age affect the labour force participation rate and 
the official unemployment rate?        3 
 
            

            

            

            

            

            

            

            

            

            

             

  
D) Outline TWO factors that affect the DEMAND for labour and TWO factors that affect the 

SUPPLY of labour.    
            4 
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Question 23 (10 marks) 
 

The following diagram is the hypothetical supply and demand curve for good  X. 

     

 

 

 

 

 

 

 

 

 

A) Define the “price mechanism”.          1 
 
             

             

              

 
B) Identify the change to equilibrium price and quantity from the movement of the supply curve from 

S1S1 to S2S2.  
             2 
             

             

              

 

C)  Outline TWO possible reasons for the movement of the supply curve from S1S1 to S2S2   3

             

             

             

             

             

             

              

S
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D) Explain TWO factors affecting the elasticity of supply of product X.    4 

             

             

             

             

             

             

             

             

             

             

             

              

 

       

 

 

 

 

 

 

 

 

 

 

 

END OF SECTION II 
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SECTION III 
 
Total Marks : 20 marks 
Attempt Question 24 
Answer the question on the writing paper provided.  
 
             
  
In your answer you will be assessed on how well you: 

• Demonstrate knowledge and understanding relevant to the question 

• Apply relevant economic terms, concepts, relationships and theory 
• Present a sustained, logical and cohesive response 

             
 
 
Question 24 (20 marks) 
 

Outline the economic functions of the Australian government and explain the role of monetary and 
fiscal policies in stabilising economic activity. 
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SECTION 1  
 
20  Marks 
Attempt questions  1 - 20 
Allow about 30 minutes for this part 
 
Select the alternative A, B, C or D that best answers the questions and indicate your choice with a  
cross (X) in the appropriate space on the grid below. 
_______________________________________________________________________________ 
 
 

 A B C D 

1     

2     

3     

4     

5     

6     

7     

8     

9     

10     

11     

12     

13     

14     

15     

16     

17     

18     

19     

20     
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