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About this book

This workbook aims to help you to develop your own skills of analysis and understanding as you move through the
Year 12 Economics course. It is designed as a companion to Australia in the Global Economy, although it can be used
with any Year 12 Economics textbooks based on the current syllabus. You can use it as you go through the Year 12
course, or just use it for practice questions when you are preparing for tests and exams.

The workbook has 18 chapters that align to the 18 chapters of Australia in the Global Economy. It is focused on Year
12-style multiple choice, short answer and extended response questions that test both your knowledge and skills,
such as the ability to interpret economic graphs and data.

e Each chapter of the workbook contains 20 multiple choice questions designed to test key content. These also
function as a practice set for the type of multiple choice questions asked in Year 12 Economics exams. The
questions are graded to provide a selection of easy and difficult multiple choice questions.

e There are three short answer questions for each chapter worth 10 marks each. The short answer questions
are designed to test the main syllabus content dot points and are a good way to ensure that you understand
each topic in the course. You may also wish to revisit some of the short answer questions (especially the 4-and
5-mark questions) later when preparing for your examinations.

e Each chapter has a number of suggested extended response topics that are design knowledge
across syllabus topics. The questions are graded, beginning with easier descriptive iongto the more

difficult analytical questions. These extended response questions are aimed at tes he f the syllabus
that require students to examine economic issues — an area often overlooked k de Put commonly tested
in the Year 12 examination.

e Each chapter has a variety of extension activities. Some are desigaed ake you comfortable with
some of the more difficult calculations and theoretical aspects of ing on commonly asked
questions. Other skills activities also provide suggested frameworf anise your study notes and

draw out the linkages between key topics — a key economig |!!!I

e The suggested class activities can be used in class, bu 5e you may want to tackle these activities
independently. The independent research tasks ask stude 0 go beyond their textbook to gain a deeper
understanding of key issues and policies in the ic and gl@bal economies.

ms}io help students prepare for their half-yearly, trial and
sts content from Topics 1 and 2. The trial and extension
xtension examination provides a more challenging paper to
ple of the more difficult economic questions and concepts that
may be examined. The multi iCE ions in this paper are designed to be particularly challenging.

gnan who contributed to this new edition of the workbook, and to
the team at Pearson.

And most of all, thanks£0 t rs and students whose support has bought this workbook to its eleventh
edition — we is urce that makes your work just a little bit easier.

Tim Dixon
John O’Mahony

Answers to this workbook

We have added enhanced answers to the workbook answers, including worked solutions for answers that
require calculations and additional explanations for answers that require you to demonstrate a deeper
understanding of key concepts and knowledge. These will allow you not only to confirm whether you arrived
at the right or wrong answer but to understand why.

You can download the answers by following these simple steps:

If you have access to Australia in the Global Alternatively, if you don’t have an eBook:
Economy 2023 eBook: 1 Go to: www.pearsonplaces.com.au

After activating your code, you can find the 2 Login or sign-up (free)

workbook answers by clicking on the 3 Scroll down and click on ‘Check out our library of
‘Explore resources’ tab in your eBook. free resources’ and then click on ‘Explore now’

4 Search for ‘Australia in the Global Economy’
5 Click on ‘Workbook answers’ in the list.
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TOPIC

THE G
EC

— Topic 1

syllabus outc ste

H1 demonstrates un ING, of economic terms, concepts and relationships

H2 e of individuals, firms, institutions and governments

H3 ts within the global economy

H4 impact of global markets on the Australian and global economies

H d ses policy options for dealing with problems and issues in contemporary and

ypothetical contexts

analyses the impact of economic policies in theoretical and contemporary
Australian contexts

H7 evaluates the consequences of contemporary economic problems and issues on

individuals, firms and governments

H8 applies appropriate terminology, concepts and theories in contemporary and
hypothetical economic contexts

H9 selects and organises information from a variety of sources for relevance and reliability
H10 communicates economic information, ideas and issues in appropriate forms
H11 applies mathematical concepts in economic contexts

H12 works independently and in groups to achieve appropriate goals in set timelines

Economics Stage 6 Syllabus 2009 extracts © NSW Education Standards Authority for and on behalf of the Crown in right of the
State of New South Wales, 2009.

© Copyright 2023 Pearson Australia Australia in the Global Economy Workbook - Eleventh Edition 9780655709350




Introduction to the
Global Economy

Multiple Choice Questions

Select the alternative A, B, C or D that best answers the question. Write your answ provided.

1 Which of the following is the most important difference between inte ment flows and

international financial flows?

(A) International investment flows occur between developifig tri eas international
financial flows occur between developed countrie

(B) International investment flows are valued abo ereas international financial

flows are valued below US$10bn

(C)  The volume of international investme, s is largefthan the volume of international
financial flows
(D) International investment flow \ g-term whereas international financial flows
tend to be short-term
2 Which of the following go the largest share of global trade?
(A)  Agriculture andyfaw Materi
(B)  Manufac
©)
D)
3 Which i y consequence of an unequal distribution of global income in an economy?

(A) Higher consumption in low-income countries

) Low Human Development Index (HDI) in high-income economies

B
©) Low Gini coefficient in low-income countries
(D

) Increased global migration of labour

4 Which of the following factors best explains the increased transmission of economic conditions
from one country to another?

(A) Countries with strong demand will spend more on imports, generating demand and growth
in other countries

(B) Different levels of interest rates between countries

(@] Industries in smaller economies cannot achieve economies of scale to compete with
industries in larger economies

(D) Most economies face common challenges such as technology change and
population ageing

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350




Chapter 1: Introduction to the Global Economy

Which of the following best explains why global financial flows have grown rapidly during the
globalisation era?

(A)  Technological change and financial deregulation

B Financial deregulation and growth in global labour flows

(B)
(C)  The growth of the South Asian economies and trade barriers
(D)

The rise in transnational corporations and technological change

The table below shows estimated growth rates for different economies around the world.
Use the table to answer questions 6 and 7.

Region A ‘ Region B ‘ Region C ‘ World

Year 1 4.3% 4.0% 2.3% 3.7%
Year 2 5.2% 4.5% 2.9% 4.4%
Year 3 6.3% 5.2% 2.0% 5.2%
6 Which region is least integrated with the international business cycle?
(A) Region A
(B) Region B
(C) Region C
(D)  World
What is a likely cause of the change in the worl wth rat m Year 1 to Year 3?

(A) Decrease in transnational corporations

B Decrease in foreign investment

(B)
© Decrease in migration
D)

Decrease in tariffs

(B) technology have allowed for greater integration between economies, and
opportunities for businesses to export their innovations
©) gical developments have facilitated rapid growth in financial flows, but have not

assisted with increasing accessibility to consumers or the tourism industry

(D)  Technological developments have increased costs for businesses by forcing them

to invest in more advanced telecommunications and transportation methods

An Australian company is now able to communicate and interact with its overseas distributor around the
clock, improving its efficiency. Which of the following features of globalisation is this an example of?

(A) International investment

(B) International goods trade

(C)  Technology, transport and communication

(D)  Transnational corporation

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350
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The following figure shows total world foreign direct investment (FDI) inflows for developed countries, and
developing and other economies. Use the information to answer Question 10.

USS$ billion

2500 [
[l Developing and other economies

[ Developed countries

2000

1500

1000

500

Source: UNCTAD statistics, 2022 *Estimate

10 Based on the information above, which of the following statefe
(A) Developing and other economies have overtake

aev
foreign direct investment @

(B) Foreign direct investment is supporting growth in @

ountries as a source of

oping and other economies

(C)  The share of foreign direct investme s to develeping and other economies
has increased
(D)  The majority of foreign directdvestine ows to developing countries flow to economies
in Asia
11 Which of the following bes i international division of labour?
(A) Developing ec tasks and advanced economies do skilled tasks
(B)  Transnational c s use low-wage labour in tax havens
(C)  Transnationa tions use high-wage labour in the production process
(D) S in duiction process are allocated to different workers around the world
12 Whi e fallowing have been trends in international trade over the past two decades?
(A) turing has declined as a share of total trade and East Asia’s share of global trade

has increased

(B)  Commercial services have increased as a share of total trade, and high income countries
now account for a greater share of global trade

© Fuels and minerals have increased as a share of total trade, and East Asia’s share of global
trade has decreased

(D)  Commercial services have decreased as a share of total trade, and high income countries
now account for a smaller share of global trade

13  Which of the following best describes the role of transnational corporations (TNCs) in the
integration of the global economy?

(A)  As TNCs increase production in other countries around the world, this worsens the
environmental damage across different regions

(B)  As TNCs increase production in other countries around the world, this brings foreign
investment and new technologies into different regions

©) Governments will set up subsidies or tax concessions to encourage TNCs to set up

facilities in that country, which increases production in that region

(D)  TNCs increase the spread of social media and communication around the global economy

n Australia in the Global Economy Workbook - Eleventh Edition 9780655709350



Chapter 1: Introduction to the Global Economy

14  Which of the following is an advantage of globalisation?
(A) Short-term unemployment increases
(B)  Consumers have access to a greater variety of products
(@] Problems arising within one economy can have negative spillover effects on the entire
global economy
(D)  There is a greater disparity in wealth
15  Which international organisation is most likely to intervene if a nation experiences a sudden
financial crisis?
(A)  The World Bank
(B)  The United Nations
(C)  The World Trade Organisation
(D)  The International Monetary Fund
16  Which of the following best describes the concept known as the ‘brain drain’?
(A) High-skilled workers leaving developing economies to earn lower inco eloped
economies
(B) Low-skilled workers leaving developing economies to earn highe es in developed
economies
C) High-skilled workers leaving developing economies to e s in developed
economies
(D)  Areduction in government spending on public edd
17  Which of the following statements best descri brain-d effect in the international
labour market?
(A) Increased use of social media ntkibu 0 a decline in the intelligence and skills of
workers around the world
(B)  Skilled workers migrat hat offer greater rewards for their talents, resulting in
a shortage of skills j untries due to the outflow of workers
©)
(D)
Use the informatign indhe table below about a hypothetical economy to answer question 18.
Year GDP
1 $1,100,000,000
2 $1,150,000,000
3 $1,140,000,000
18  Which of the following aspects of globalisation most likely caused the change in GDP from Year 2 to

Year 37
(A) A downturn in the international business cycle

B) A new bilateral trade agreement

(
(C)  Anincrease in foreign direct investment
(D)

An increase in net migration inflows

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350
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19  Which of the following best explains why global financial flows have grown rapidly during the
globalisation era?

(A)  Technological change and financial deregulation

B) Financial deregulation and growth in global labour flows

D

(
(C)  The growth of the South Asian economies and trade barriers
(D)

The growing debt levels of many countries due to rising trade deficits

20 Which of the following is most likely to weaken an economy’s integration with the international
business cycle?

(A)  Areduction in global trade

B)  Areduction in interest rates

(
(C)  Anincrease in global financial flows
D)

Policies of international organisations

Short Answer Questions

Write your answer in the space provided.

Question 1 (10 marks)

“International trade performance was mixed in 2021. Merc
goods surpassing the pre-pandemic level. Trade in services h
border services, particularly international travel an ism, haveyet to recover ... Although trade in services is
yet to recover, it is expected to gradually indgrov

nited Nations World Economic Situation and Prospects 2022,
page Viii

a) Outline TWO reasons S age in international trade. (2 marks)

b) Explain the role of technology in increasing world trade. (2 marks)

n Australia in the Global Economy Workbook - Eleventh Edition 9780655709350



Chapter 1: Introduction to the Global Economy

c) Identify THREE benefits of globalisation of the labour market. (8 marks)

d) With reference to the quote on page 6, discuss recent trends in international trade in goods
and services. (8 marks)

Question 2 (10 marks)

USS$ billion

1700
1600 [l Value of cross-bor
1500 mergers a isi
1400
1300
1200
1100
1000
900

1D
500
400
300
200

100
0

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
007
008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021*
2022*

[QUNIaY]

Source: UNCTAD eport 2021 and UNCTAD Global Investment Trends Monitor January 2022. *Forecast Year

=
T

orld Investment

Cross-border mergers and acquisitions

a) Outline TWO benefits of increased financial flows. (2 marks)

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350
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b) Outline the relationship between international mergers and acquisitions and global economic conditions.
(2 marks)

c) Distinguish between financial flows and foreign direct investment. (2 marks)

d) Analyse the role of the International Monetary Fund in promoting port
direct investment.

Question 3 (10 marks)

Australia

5

-6 [

7

-8 ONODO T ADTW O ODONMFTWONDO®DO — & O
0O OO0 O OO O0OO0OO0O 0000 ™ "mmrmr—T™7m™rm™——7mr™ 0N A AN A
oo Mo N N o O OO O cNeoNolNeoNoNoNelNoNolNoNolNe
—Trrrr T AN NNNN AN ANNANANNNNNNNNANANNN A

Source: IMF, World Economic Outlook Database (October 2021) *Forecast Year

Economic growth performance of major economies
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Chapter 1: Introduction to the Global Economy

a) Identify TWO recent trends in the international business cycle. (2 marks)
b) Outline TWO factors that weaken the international business cycle. (2 marks)
c) Explain the relationship between global trade flows and gross world product. (2 marks)

d) Discuss the factors that cause differences in growth trend en regional business cycles. (4 marks)

@ Dr]extended response

1 Discuss the shifting nature of global trade in terms of composition and direction and the impact of
these changes on the global economy.

2 Explain the effects that transnational corporations, individual countries and international
organisations have on the process of globalisation.

3 Discuss the role of technology, transport and communication in globalisation.

4 Outline the main indicators of globalisation and the performance of the global economy in recent
years.

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350 n
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International Monetary Fund: www.imf.org

World Bank: www.worldbank.org

World Trade Organisation: www.wto.org

United Nations: www.un.org

United Nations Conference on Trade and Development: www.unctad.org
Organisation for Economic Co-operation and Development: www.oecd.org
Group of Twenty: www.g20.0rg

Association of Southeast Asian Nations: www.asean.org

Bank of International Settlements: www.bis.org

International Labour Organisation: www.ilo.org

CIA - The World Factbook: https://www.cia.gov/the-world-factbook/
BBC Country and International Organisation Profiles: http://news.bbc.co.uk/2/hi/co

Note: As federal government departments were undergoing a restructure at time of printing, someg w
been changed and/or updated.

@@ classactivit

The Impact of Regio @ss Cycles

aefault.stm

renges and links may have

The map below shows growth r; ted regions around the world. Use the map as a stimulus for

the class activity on the foll pa

World

2020 2021* 2022* 2023* 2024*
-3.1% 59% 49% 3.6% 3.4%
n (G7)

-4.9%

53% 4.7%

European Union
2020  2021* 2022* 2023* 2024*
-59% 51% 44% 23% 1.9%

Middle East and Central Asia
2020 2021* 2022* 2023* 2024*

2020 (2021* 2022* 2023* 2024*
-1.7% 38.7% 38% 4.1% 4%

Source: IMF, World Economic Outlook Database (October 2021) *Forecast

2093* 2024* Emerging and developing Europe
206 1.5% 2020 2021* 2022* 2023 2024*
2% 6%

Latin America and the Caribbean -28% 41% 41% 3.8% 3.6%

2020 2021* 2022* 2023* 2024* Emerging and developing Asia

7% 6.3% 3% 25% 2.3% 2020 ~2021* 2022* 2023* 2024
Sub-Saharan Africa -09% 7.2% 6.3% 57% 5.69

3.6% 5.7% 5.6%

Economic growth in selected regions
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Chapter 1: Introduction to the Global Economy

Divide the class into five groups. Each group chooses ONE of the below regions. Within each group, use the
stimulus provided for a brainstorming session about whether regional business cycles are experiencing a
similar trend compared with world economic growth. Use the map on the previous page to stimulate your
thinking about various regional business cycles and their recent trends.

Have one person in the group write down reasons for any similarities or differences within the table below.
Other members in the group must be prepared to explain these factors to the rest of the class. When the
groups have finished brainstorming, come together as a class to discuss which regions are more closely
associated with the international business cycle, and the factors explaining this.

Factors explaining similarities or

Regional business cycle differences with the international
business cycle

Latin America
and the
Caribbean

European
Union

Middle East and
Central Asia

%0

Sub-Saharan
Africa

Emerging and
developing Asia

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350
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skillsrevision

Define each of the concepts related to the international division of labour in the table below. Identify an
example of that concept and briefly explain its impact on the country or countries in which they occur.

Concept | Definition | Example | Impact

International
division of labour

Net emigration

Net immigration

Brain drain

Global supply
chain

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350



Chapter 1: Introduction to the Global Economy

|
|
D [Findependentresearch

Conditions in the global economy change constantly, and the international business cycle plays an important
role in changing global economic conditions. Changes in trade, labour, investment and financial flows can all
contribute to the state of the international business cycle. In this task, you should conduct your own research
using the internet to discover the major factors affecting the current performance of the global economy.

When conducting economic research, it is important to focus your research efforts on the most relevant and
reliable information. The best sources for information about globalisation are the reports issued by international
organisations. These can be found on their websites and are freely available to download. While the reports
themselves can be lengthy and contain a lot of detail, the overviews and introductions of, rts can often
provide a useful summary of material relevant to topic 1 of the Year 12 syllabus.

Hint: Sometimes the websites of international organisations can be difficult to navig n 4 know the
publication you are looking for. It may be easier to perform an internet search for the ation title. To narrow
down your search results, make sure you enclose the publication title in double qu r example, “World
Investment Report”.

Use the following websites to find the major current influences on the i ion siffess cycle:

¢ Recent trends in the international business cycle: The In
monitoring of the global economy, regularly publishes its b
major influences on the international business cycle over th
on the “Publications” page.

Use the World Economic Outlook to outli
forecast for the next year.

netary Fund (IMF), as part of its
ic Outlook, which summarises the
ing years. Visit www.imf.org and click

the ends inthe international business cycle, and the

e Trade flows: The World Trade Organisa D) publishes a large amount of information on its website
www.wto.org on the “Documents, d& esotrces” page. You can access the WTO’s Trade and tariff
data as well as information abo in tariff rates. The WTO also regularly publishes its World
Trade Report with informatio irends in trade agreements, reductions in protection and global
trade flows. For example, dublished a report in January 2022 summarising the recent
developments and eco i f the East Asia and Pacific region, a rapidly growing region of the world

with considerable i . ilable at: https://thedocs.worldbank.org/en/doc/cb15f6d7442eade

df75bb95¢c 1 022/related/Global-Economic-Prospects-January-2022-Analysis-
EAP.pdf

Use the websites of e WTO and World Bank to outline the recent trends in global trade flows and examine
their impact o cent performance of the international business cycle.

¢ Investment and Technology: The United Nations Conference on Trade and Development (UNCTAD) regularly
publishes its World Investment Report, which contains information about recent trends in global FDI flows
and TNCs. Visit https://unctad.org/topic/investment/world-investment-report to find the latest report.
The website also has information about TNCs and the role of investment and technology. You can also find
out more about technology levels between different countries in the World Development Indicators report on
the website of the World Bank.

Use the World Investment Report and the UNCTAD website to outline the recent trends in global investment
flows and examine their impact on the recent performance of the international business cycle.

e Migration: The OECD Development Centre and the International Labour Organization, with support from the
European Union, published a report on How Immigrants Contribute to Developing Countries’ Economies.
The project provides empirical evidence on the multiple ways immigrants affect their host countries. Visit
https://www.oecd-ilibrary.org/development/how-immigrants-contribute-to-developing-countries-
economies_9789264288737-en

e Use the websites of the ILO and the OECD to outline recent trends in migration and labour and their
relationship to the international business cycle.
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Summarise your research in the table below:

Recent trends in the international business cycle:

Impact of trade flows on the international business cycle:

o2

Impact of financial flows on the international business cyc

Impact of i ment and technology on the international business cycle:

Impact of migration and the international division of labour on the international business cycle:
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Trade In the
Global Economy

Multiple Choice Questions

Select the alternative A, B, C or D that best answers the question. Write your answer i

1 Which of the following international organisations is most likely to provi
infrastructure in a developing economy?

(A)  The International Monetary Fund
(B)  The World Bank

(C)  The World Trade Organisation
(D)  The United Nations

2 Which of the following is a disadvantage i al trade agreements?
(A)
B)
©)
(D)
3 Which ing’is a likely economic consequence of providing a subsidy?

(A) Domestiefproducers will reduce the quantity produced of the good

B) Resources in the economy will shift away from other areas towards the protected industry

(
(C)  Subsidies allow governments to gain revenue from imposing a higher barrier to trade
(

D)  Consumers will pay a higher price and receive more goods, because the subsidy shifts
the supply curve upwards

4 Which of the following are two arguments in favour of protectionist trade policies?
(A) Prevention of dumping and self-sufficiency to improve national security

(B) Prevention of dumping and accelerated innovation

(C

(D

More efficient allocation of resources and self-sufficiency to improve national security

)
)

Protecting Australian jobs and more efficient allocation of resources

Australia in the Global Economy Workbook - Eleventh Edition 9780655709350




Australia in the Global Economy Workbook Eleventh Edition

The diagram shows the impact of a tariff in a hypothetical economy. Use the diagram to answer questions 5-7.

Price

D S
g pe=cm=csms===g
24 __________ 1 1 1
= o=

S : : : : : D

200 400 600 800 1000 AQuantity c~
Tariff protection @

5 What is the size of the tariff?

A %6
B) $12
© $18
(D)  $200

6 What is the quantity of imports beforg,the ig on of theYariff?

@

(A) 100
B) 200
(C) 500
(D) 800
7 What is the val 0 ment revenue from the tariff?
A) @;0
(B)
(C)  $6000
(D)  $9600
8 Which of the following best describes the practice known as dumping?

(A) Foreign firms selling goods in a domestic market

(B) Foreign firms selling goods in a domestic market cheaper than local markets

(C)  Foreign firms selling higher quality goods in a domestic market than local producers
)

Foreign firms selling more goods in a domestic market than local producers
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Which of the following best describes why an improvement in the allocation of resources is regarded as
an advantage of free trade?

(A) The principle of comparative advantage states that trade allows resources to shift to the
areas of production where an economy is more efficient

(B)  The principle of absolute advantage states that economies should produce at the lowest
point on the average cost curve

(C)  The principle of ceteris paribus states that centrally planned economies achieve more
stable economic growth rates over time

(D)  The principle of diminishing marginal returns suggests that an economy benefits from
diversification of its export industries

The diagram below shows the impact of a subsidy on a hypothetical economy.
Use the diagram to answer questions 10-11.

10

11

12

Price

D S
25
20

15

00  Quantity
sidy
What is the decrease in mark e the subsidy?
A
(B) $1 0
0 H
()
What is th f the subsidy to the government?
(A)  $1000
(B)  $2500
(C)  $4500
(D)  $5000

Which of the following best describes the main role of the G20 in the global economy?
(A) Funding infrastructure in developing countries

B) Increasing the growth of global trade through reducing protectionist policies

(
(C)  Maintaining the stability of the financial system
(

D) Helping coordinate the efforts of major economies to sustain economic growth
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13

14

15

16

17

18

Which of the following involves a reduction in overall levels of protection?
(A)  Areduction in an import quota

(B)  Anincrease in a tariff

(C)  Adecrease in a subsidy

(D)

D An increase in the minimum percentage of local inputs required in production

Consider a situation where a dispute arises between the United States and India over subsidies
provided to agricultural producers. Which of the following institutions is most likely to intervene in
this dispute?

(A)  The World Bank
(B)  The United Nations
(C) The OECD

D)

Which of the following is an example of a multilateral trade agreement? @6

The World Trade Organisation

(A) The Malaysia-Australia Free Trade Agreement

B) The G7
(C)  The ASEAN-Australia-New Zealand Free Trade Agreeme!
(D)  The North Atlantic Treaty Organisation

Which method of protection is a government most li @ plement if it wants to protect
domestic producers while also raising revenue?

(A)  Quota
B)  Tariff

(C)  Subsidy
(

D) Local content rule

When is it advantage ies to trade with each other?

(A)  When one produce a greater quantity of products than the other economy

(B) n o can produce one product at a lower production cost than the
otheér eco

© n ohe economy has a lower exchange rate than the other economy

(D) e economy can produce one product at a lower opportunity cost

than the other economy

What is the most likely effect of an increase in import quotas on an economy?
(A)  Anincrease in the general price level

(B)  Anincrease in competition for domestic producers

(C) A decrease in government revenue
(

D) A decrease in the market share of foreign producers
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19  Which of the following distinguishes a trading bloc from a trade agreement?
(A) A trading bloc imposes protectionist trade barriers on non-member nations
(B)  Atrading bloc does not impose protectionist trade barriers on non-member nations

(C)  Atrading bloc occurs within a regional area, whereas a trade agreement can occur
between economies all around the world

(D)  Atrading bloc occurs within a regional area, whereas a trade agreement occurs between
two economies only

20 Which of the following is an advantage of multilateral trade agreements over bilateral trade agreements?
(A) Multilateral agreements are faster to negotiate than bilateral agreements

(B) Multilateral agreements are easier to implement than bilateral agreements

(C)  Multilateral agreements tend to result in a greater reduction of global protection

(D)  Multilateral agreements tend to result in a greater reduction of trade

Short Answer Questions

Write your answer in the space provided.

Question 1 (10 marks)

a) Identify ONE bilateral and ONE multilateral trade agreeme ich Australia is a member. (2 marks)

b) Define the terms free trade a (2 marks)

c) Explain the role of the World Trade Organisation in the global economy. (3 marks)
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d) Compare the role of the International Monetary Fund and the World Bank in the
global economy. (8 marks)

Question 2 (10 marks)

Beer (million litres)

Cotton (thousand tonnes)

a)

b) Identify which econo ve advantage in the production of cotton. (1 mark)

c) een a comparative advantage and an absolute advantage. (2 marks)

d) Identify TWO reasons for imposing protectionist policies in an economy. (2 marks)
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e) Briefly outline TWO advantages and TWO disadvantages of free trade. (4 marks)

Question 3 10 marks)

r face
of a tariff.

The figure below depicts the market for the production of a certain type of face mas
masks on the global market is $4, while the local price for face masks is $8 after

Price $ D

a) Calculate the governm posing a tariff on face masks, as shown in the figure above.
(2 marks)
b) (2 marks)

c) Outline TWO reasons why the government might impose a tariff on the importation of face masks.
(2 marks)
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d) Analyse the effects of protectionist policies on a domestic economy. (4 marks)

S
@ {?extendedresponse @

1 Discuss the impact of the expansion in the number of n e agreements on the
global economy.

2 Assess the role of international organisations in promo e trade in the global economy.

Explain the different methods of protectio le to governments and discuss their effects on
the domestic economy.
t

Evaluate the arguments for and ag € and protection.

@ es on globalisation.

5 Analyse the impact of protectio

World Trade
World Bank: www.worldbank.org
International Monetary Fund: www.imf.org

anisation: www.wto.org

The European Union: www.europa.eu

Association of Southeast Asian Nations: www.asean.org

Asia-Pacific Economic Cooperation forum: www.apec.org

Organisation for Economic Cooperation and Development: www.oecd.org

Group of Twenty Nations: www.g20.org

Australian Government Department of Foreign Affairs and Trade: www.dfat.gov.au/trade

Fairtrade Foundation: www.fairtrade.org.uk

Note: As federal government departments were undergoing a restructure at time of printing, some web references and links may have
been changed and/or updated.
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skillsrevision

The following exercises are designed to increase your familiarity with tariff, subsidy and quota diagrams.
The aim of these exercises is to make students comfortable with the level of detail in each diagram and
ensure that students can answer the most common questions associated with protection diagrams.

Hint: When answering the questions, remember that revenue is equal to price multiplied by quantity: R = P x Q.
The demand curve represents domestic consumer demand, and the supply curve represents domestic supply.

The Market with Free Trade q

Price
D

20 f------------3

i) [p=====

World price (t

Quantity supplied free trade

Quantity supplied with free trade

Quantity demanded with free trade

Quantity of imports with free trade

Domestic supplier revenue without free trade..............

Domestic supplier revenue with free trade...............ccc......

Extension: Why is this an import-competing market?
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The Tariff Diagram

Price D

20 f-------mmo--3

15 [-----m - - -

1§ [F===oc

D

100 150 200 250 300 Quantity

Price D

D)

1000 2000 3000 4000 Quantity

Market for a Good
Calculate the following (with free trade):

World price

Quantity supplied at world price

Quantity demanded at world price

Quantity of imports before the tariff

Domestic supplier revenue before the tariff.........................

Calculate the following (after the tariff):

Size of the tariff

Price after the tariff

Quantity supplied after the tariff........
Quantity demanded after the

tal

Quantity of imports after,
Price receive! mestj

Price recei ucers

Domestic suppli ue after the tariff.....on.

Quantity supplied z
Quantity demand

Quantity ©f i

Size of the tariff

Price after the tariff
Quantity supplied after the tariff
Quantity demanded after the tariff

Quantity of imports after the tariff

Price received by foreign producers

Market for a G

World price......coooenenees

Price received by domestic firms after the tariff ...............

Domestic supplier revenue after the tariff..........cccccoococccccc....

Impacts of the tariff:
Loss of consumer choice (fall in quantity demanded)......

Impacts of the tariff:
Loss of consumer choice (fall in quantity demanded)......

Gain to domestic producer revenue

Gain to domestic producer revenue

Government revenue

Government revenue

Decrease in imports

Extension: Loss of revenue to foreign producers................

Decrease in imports

Extension: Loss of revenue to foreign producers................
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The Subsidy Diagram

300 400

Quantity

Equilibrium price before the subsidy
Sy Equilibrium quantity before the subsidy
Equilibrium price after the subsidy
Size of the subsidy
Equilibrium quantity after the subsidy

Increase in quantity due to the subsidy

Chapter 2: Trade in the Global Economy

Calculate the following:

D Government expenditure on the subsidy scheme in the market
(Hint: Expenditure = Price of Subsidy x Quantity)

A subsidy diagram for a domestic market

Price

G fe=esss=sas

10

200 400 750

Quantity supplied

Imports before the subsidy

Calculate the following (after the subsidy):

Size of the subsidy

Quantity supplied after the subsidy

Imports after the subsidy

Impacts of the subsidy:

Government expenditure on the subsidy.........ccccoccceerr.

80 Quantity (000s)

D

S1

20 50

A subsidy diagram for an import-competing market

Calculate the following:

World price

Quantity demanded at world price

Quantity supplied before the subsidy..........ccooivcrn.

Imports before the subsidy

Calculate the following (after the subsidy):

Size of the subsidy

Quantity supplied after the subsidy

Imports after the subsidy

Impacts of the subsidy:

Government expenditure on the subsidy..........coccoccceeer.

Increase in domestic market share

Decrease in imports

Increase in domestic market share

Decrease in imports
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The Quota Diagram

Price D S Price D S
ol N ) pommmmmmeme o E e
10 F----- L e , , 50 [----- A - , CEEER ,
s .. D HEE A
1oloo 2oloo 40Ioo 5oloo Quantity 100 150 200 250 Quantity

Market for a Good

Calculate the following (with free trade):

WOIIA PrICE ..o VOl PIACE e fi .

Quantity supplied at world price

e):

Quantity demanded at world price

Quantity of imports before the quota

Domestic supplier revenue before the quota......................... ] r revenue before the quota.....

Overseas producer revenue before the quota..

Calculate the following (after the qu

Calculate the following (after the

Size of the quota Size of the quota

quota):

Price after the quota...... Price after the quota

Increase in price due to Increase in price due to the quota

Quantity su fte Quantity supplied after the quota

Quantity de a Quantity demanded after the quota

Domestic suppli nue after the quota.........c...... Domestic supplier revenue after the quota.........
Overseas producer revenue after the quota...........c.c........ Overseas producer revenue after the quota..........c.........
Impacts of the quota: Impacts of the quota:

Loss of consumer choice (fall in quantity demanded)..... Loss of consumer choice (fall in quantity demanded).....
Gain to domestic producer revenue Gain to domestic producer revenue

Decrease in imports Decrease in imports

Loss of revenue to foreign producers...........ccceen Loss of revenue to foreign producCers............ns
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classactivity

International Organisations

For this activity, divide the class into small groups. Each group should research one international organisation
and fill out the information topics in the table. Each group should then give a 3-5 minute presentation on their
findings to the class. Students can take notes to fill in the rest of the table when other groups are presenting.

International | b6 i the global economy Recent developments ‘ Effe .aveness
organisation

International
Monetary 1
Fund

World Trade
Organisation

World Bank

G7 and G20

OECD

United
Nations
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Globalisation
and Economic
Development

Multiple Choice Questions

Select the alternative A, B, C or D that best answers the question. Write your answ provided.

1 Which of the following is a measure of economic development?
(A) GDP per capita
B) Real GDP per capita

(
(C)  Real GDP per capita adjusted for purchasing pg
(

D) Human Development Index

2 Which of the following is a potential
and development?

ay use to promote economic growth

(A) Introduce new programs to

3
(
(C) similar income levels between economies D
(D) Less similar income levels between economies

4 Which of the following is a factor within developing economies that causes differences in living

standards between economies?
(A) Concentration of financial flows towards developed economies

B) Exclusion of developing economies from regional trading agreements

(
(@] Higher levels of foreign debt in developed economies
(

D) Lower levels of education in developing economies
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5 Which of the following distinguishes the performance of advanced economies from developing
economies in recent years?

(A) Developing economies have higher levels of economic development

(B) Most developing economies are in Africa while most advanced economies are in East Asia
(C)  Developing economies tend to have higher levels of economic growth
(D)  Advanced economies have high population growth while developing economies have low

population growth

The following table shows the Human Development Index (HDI) for various regions around the world. Use it to
answer Question 6.

East Asia | Europe and Arl':\a::illa ) Sub-
Arab States and the Central South Asia Saharan World
Pacific Asia and the Africa
Caribbean
0.705 0.747 0.791 0.766 0.641 0.547
Source: Human Development Report 2020
6 According to the table, which geographic region has the highest level g pment?
(A) Latin America and the Caribbean
(B) Europe and Central Asia
(C)  Sub-Saharan Africa
(D)  World
7 Which of the following is a common fe ational corporations?
A
B)
©)
(D)

8 Which of the follo escribes the distribution of global income and wealth?

(A) e unevenly distributed than global income
(B) f world’s population owns 10 per cent of global wealth
(C)  Global th is more evenly distributed than global income
(D)  Low-income economies account for half of global population but less than 1 per cent of
global income
9 How is real gross national income (GNI) measured?

(A)  Total value added by all resident producers plus export income
(B)  The value of all income received by a country’s residents

(C)  Total value added by all resident producers plus receipts of primary income from foreign
sources, adjusted for inflation

(D)  The sum of primary income for all residents, adjusted for inflation
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10

11

12

13

14

15

Which of the following is true of the relationship between economic growth and economic development?

(A) Countries with high levels of economic growth always achieve significant improvements in
economic development

(B) Emerging economies have experienced improvements in both economic growth and
development resulting in higher income levels and quality of life

(C)  Advanced economies suffer from lower levels of economic development despite
experiencing high growth because the benefits of growth are not distributed evenly

(D) Developing economies have higher levels of development than emerging economies

Which of the following has occurred in the global economy during the globalisation era?
(A)  Absolute poverty levels have fallen while global inequality levels have risen

B)  Absolute poverty levels have fallen and global inequality levels have fallen

(
(C)  Absolute poverty levels have risen and global inequality levels have risen
(D)

Absolute poverty levels have risen while global inequality levels have fallen

Which of the following is a limitation of free trade agreements in reducing glg

/

eements limits their

(A) Free trade agreements are only negotiated between advanced ggdno

@

vantaging lower-skilled workers in

(B) High administrative costs of implementing and enforcing free
effectiveness for developing nations

(C)  Free trade agreements are not effective in lowering tar

represent the majority of production for developi

al products, which

(D) Free trade agreements result in structural chang
developing countries

Which of the following is a possible poSitiv act/of globalisation on the natural environment?

(A) Globalisation makes it easi
global level

rieS to address environmental problems at a

(B)  Gilobalisation reduc
(C)  Gilobalisation

the use of non-renewable resources in an economy

ents to pursue short-term economic gains at the

expense of thel
(D) balis@tio s governments from developing policies which harm the environment
Whi oWing is a result of increased technology flows throughout the global economy?

(A) Devel g nations have benefited the most from technological advancements in
p aceutical products due to the high prevalence of infectious diseases

(B) Advances in technology facilitate increased trade within the global economy, by reducing
communications and transport costs

(C)  Advanced economies profit by selling advanced manufactures to developing economies

(D) Developing economies generate new technological developments more quickly than
advanced economies

Which of the following contributes to global inequality between nations?
(A) Foreign aid flows

B) Foreign direct investment which benefits advanced economies more than emerging economies

(
(C) Increased financial market volatility which has greater impacts on developing economies
(D)

High levels of immigration which reduce wages in advanced economies
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16  Which of the following is an example of a negative impact of globalisation on a developing country?
(A) Increased financial instability in advanced economies

B)  The faster introduction of new technologies

(
(C)  Increased income inequality between higher and lower income groups
(

D) Increased poverty amongst populations in urban regions

17  Which of the following explains why economists adjust the national incomes of economies to make
allowance for purchasing power parity (PPP)?

(A)  To take into account life expectancy at birth and the level of educational attainment
for a nation

(B)  To reflect how national income is distributed across the economy

(C)  To reflect the impacts of inflation on purchasing power

(D)  To reflect the domestic purchasing power of income by adjusting for exchange rates

18  Which of the following best explains why a nation may have relatively high levels
economic growth, but relatively low economic development?
(A) Individuals receive large social welfare payments

Individuals face a high level of income tax

(B)
(C)  The nation has unequal distribution of income
D)

The nation has a low level of corruption

Q ent Index is derived?

(A) Life expectancy at birth, educational at t and GRP per capita

19  Which of the following best describes how the Human De

ity/and GNI per capita

inment and GNI per capita

20 acteristics of emerging economies?

Short Answer Questions

Write your answer in the space provided.

Question 1 (10 marks)

a) Explain why a country with a high Gross National Income (GNI) may not necessarily have
a high Human Development Index (HDI). (1 mark)
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b) Identify THREE adjustments to Gross National Income that improve the use of
this measure when comparing income in different countries. (8 marks)

c)

d) Discuss the significance of the global trade s (8 marks)

Question 2 (10 marks)

a) Distinguish between developing and emerging economies. (2 marks)
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b) Outline THREE characteristics of advanced economies. (8 marks)

c) Evaluate the impact of globalisation on developing countries. (5 marks)

Question 3 (10 marks)
a) Identify the international ic Ofganigation whose primary role is to help low income
countries improve their no development. (1 mark)

b) Identify itations of global aid in reducing global inequality. (2 marks)

c) Explain how the Sustainable Development Goals promote economic development
in the global economy. (2 marks)
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For an economy other than Australia, analyse the strategies used by the government in
response to globalisation. (5 marks)

1 Outline how trade, finance and trans
cycle and environmental sustainability.

economic development.
3 Assess the effectivene and assistance in addressing global inequality.

4 With reference to B lia AND one other economy, analyse the effects of globalisation on
economic gro

weblinks

World Bank: www.worldbank.org

United Nations Conference on Trade and Development: www.unctad.org
United Nations Development Program: www.undp.org

United Nations Economic and Social Council: www.un.org/en/ecosoc
Asian Development Bank: www.adb.org

Oxfam International: www.oxfam.org

New Internationalist magazine: www.newint.org/magazine

The Global Goals for Sustainable Development: www.globalgoals.org

Note: As federal government departments were undergoing a restructure at time of printing, some web references and links
may have been changed and/or updated.
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skillsrevision

Summarise the impacts of globalisation across the various indicators listed below. Consider both the positive
and negative impacts of globalisation.

Economic
growth

o2

Economic
development

Income
inequality

Globalisation
of financial
markets

Environmental
sustainability
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@@ classactivity

Sustainable Development Goals

The United Nations’ 17 Sustainable Development Goals address key global challenges including poverty, inequality,
climate change, environmental degradation, peace and justice. These goals were developed as part of the 2030
Agenda for Sustainable Development, which was adopted by all United Nations Member States in 2015.

In small groups, select one or more of the Sustainable Development Goals to research. Consider:
What is the key issue being addressed by this goal?

How does this issue affect developing and emerging economies?

How does this issue affect advanced economies?

What does success look like?

What progress has been made on this goal?

What further action is required?

The following websites provide useful information:

e The United Nations website details each of the Sustainable Developmen
sustainabledevelopment/sustainable-development-goals/

e The Global Change Data Lab’s ‘SDG Tracker’ presents charts and
Development Goals: https://sdg-tracker.org/

e Monash University’s ‘Transforming Australia’ research tracks
Development Goals: https://www.sdgtransformingaustr;

When the groups have finished making notes, come together lass. Each group will present an overview
of the goal(s) they have researched, and other stu otes. As a class, discuss the value of global
co-operation in improving global economic de nd the role of the Sustainable Development Goals in
reducing global inequality.

Goal 1

Goal 2 i€ ecurity and improved nutrition and promote sustainable agriculture
Goal 3

Goal 4 i ive equitable quality education and promote lifelong learning opportunities for all
Goal 5

Goal 6

Goal 7 Ensure access to affordable, reliable, sustainable and modern energy for all

Goal 8 | Promote sustained, inclusive and sustainable economic growth, full and productive employment and
decent work for all

Goal 9 Build resilient infrastructure, promote inclusive and sustainable industrialisation and foster innovation

Goal 10 | Reduce inequality in and among countries

Goal 11 | Make cities and human settlements, safe, resilient and sustainable

Goal 12 | Ensure sustainable consumption and production patterns

Goal 13 | Take urgent action to combat climate change and its impacts

Goal 14 | Conserve and sustainably use the oceans, seas and marine resources

Goal 15 | Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage forests,
combat desertification and halt and reverse land degradation and halt biodiversity loss

Goal 16 | Promote peaceful and inclusive societies for sustainable development, provide access to justice for all
and build effective, accountable and inclusive institutions at all levels

Goal 17 | Strengthen the means of implementation and revitalise the global partnership for sustainable
development
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|
U Findependentresearch

Researching Your Case Study

STEP ONE: CHOOSING YOUR COUNTRY

e Think about researching an emerging or developing economy. Some of the best economies for a case study can be
found in the following regions:
1. South-East Asia — Indonesia, Thailand, Vietnam, etc.
2. Latin America — Argentina, Brazil, Chile, etc.
3. Sub-Saharan Africa — Kenya, Mali, South Africa, etc.
These economies have generally experienced some positives associated with globalisation, so Peen faced
with challenges to economic policy — a very important aspect of your case study.

e-—Advanced economies have a disadvantage as they tend to have mainly experienced t|
provide less of a contrast with the Australian economy. Also remember you will negé
performance as well as economic policy.

es gfjglobalisation and
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STEP TWO: RESEARCHING YOUR COUNTRY

e The best place to start is with books and reports that will give yo s% d overview of the overall performance of a
country. For example, look at the International Monet und’s World Economic Outlook, the World Development
Indicators or the CIA World Factbook.

e Some useful websites include:

www.wto.org www.imf.org .org www.oecd.org
www.unctad.org www.dfat.gov.au w.cia.gov/the-world-factbook/
The central bank and other govern Dr your country may also be useful.

* Finally, look at some magazi
case study. Some good so
Financial Review.

articles to get a picture of what is currently happening in your
onomist, Foreign Policy, and newspapers such as the Australian

STEP THREE:

e A good structure foglyour report is to examine how globalisation has impacted your economy in terms of the dot
points in the under the heading “Globalisation and economic development”.

e Some of these dot points overlap, so you may be able to group some together, such as in the following example:
Growth: What have been recent trends and what have been the impacts of globalisation on this growth level?
To what extent are they influenced by the international business cycle?

Economic development and income inequality: Although a country may have experienced high rates of growth,
this may not have translated into benefits for the people of that country. Make sure you consider a range of quality of
life measures such as poverty levels, literacy and infant mortality rates, and wages, and examine whether globalisation
has made things better or worse.

Trade, investment and transnational corporations: Look at the trends and impacts. Have they had a positive or
negative impact on growth and development?

Environmental sustainability: Has the economy faced significant environmental consequences of economic
development? How is it planning to address the challenges of climate change?

Government policy: Has globalisation changed the government’s approach to economic issues? How has the
country promoted economic development?

e Don't just list statistics — you need to analyse how globalisation has impacted upon the economy, not just give an
overview of that country’s economic performance. And don’t give a history lesson either — the focus should always
be on the effects of changes in the global economy, economic policy decisions made by the country, and the impacts
that these have had on economic outcomes.
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