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IA2 high-level annotated sample response
September 2018

Investigation — research report (25%)

This sample has been compiled by the QCAA to assist and support teachers to match evidence
in student responses to the characteristics described in the instrument-specific marking guide
(ISMG).

Assessment objectives

This assessment instrument is used to determine student achievement in the following
objectives:

1. comprehend economic concepts, principles and models of trade protection, trade
agreements and/or the balance of payments

2. select data and economic information from sources relevant to trade protection, trade
agreements and/or the balance of payments

3. analyse an economic issue that involves trade protection, trade agreements and/or the
balance of payments

4. evaluate an economic outcome relevant to trade protection, trade agreements and/or the
balance of payments

5. create a response that communicates economic meaning to suit the intended purpose in a
research report.
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Instrument-specific marking guide (ISMG)

Criterion: Comprehending

Assessment objectives

1. comprehend economic concepts, principles and models of trade protection, trade
agreements and/or the balance of payments

The student work has the following characteristics:

o comprehensive identification of essential features of trade protection, trade agreements
and/or the balance of payments

¢ perceptive application of economic concepts, principles and models to the trade 4-5
protection, trade agreements and/or the balance of payments issue

e precise use of economic terminology.

o effective identification of features of trade protection, trade agreements and/or the balance
of payments

o effective application of economic concepts, principles and/or models to the trade 2-3
protection, trade agreements and/or the balance of payments issue

¢ adequate use of economic terminology.

o identification of some economic concepts, principles or models. 1

¢ does not satisfy any of the descriptors above. 0

Criterion: Selecting

Assessment objectives

2. select data and economic information from sources relevant to trade protection, trade
agreements and/or the balance of payments

The student work has the following characteristics:

e consistent and accurate documentation of data and economic information in the form of a

reference list and citations.

¢ adequate choice of current, accurate and/or reliable data and economic information from
primary and/or secondary sources relevant to trade protection, trade agreements and/or
the balance of payments

. . 2
¢ adequate use of data and economic information
e some documentation of data and economic information in the form of a reference list
and/or citations.

e narrow use of data and/or economic information. 1

¢ does not satisfy any of the descriptors above. 0
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Criterion: Analysing

Assessment objectives

3. analyse an economic issue that involves trade protection, trade agreements and/or the
balance of payments

The student work has the following characteristics:

o effective interpretation of patterns and trends in trade protection, trade agreements and/or
balance of payment data and economic information

o effective explanation of international trade relationships
¢ adequate use of data and economic information to support the analysis.

3-4

¢ superficial description of patterns and/or trends in trade protection, trade agreements
and/or balance of payment data and/or economic information

¢ superficial identification of international trade relationships
¢ narrow or inconsistent use of data and/or economic information.

1-2

¢ does not satisfy any of the descriptors above. 0

Criterion: Evaluating

Assessment objectives

4. evaluate an economic outcome relevant to trade protection, trade agreements and/or the
balance of payments

The student work has the following characteristics:

e discerning synthesis of economic ideas and perspectives to support the conclusion or

¢ perceptive conclusion drawn or decision made about trade protection, trade agreements 5-6
and/ar the balance of payments, based on the use of relevant economic criteria

e critical economic reasoning_and justification.

o effective synthesis of economic ideas and/or perspectives to support the conclusion or
decision

o effective conclusion drawn or decision made about trade protection, trade agreements and/or 3-4
the balance of payments, based on the use of relevant economic criteria

o feasible economic reasoning and justification.

¢ opinions and statements about either economic ideas or perspectives
¢ superficial conclusion or decision made about trade protection, trade agreements and/or

1-2
the balance of payments
¢ identification of some reasons for the conclusion or decision.
¢ does not satisfy any of the descriptors above. 0
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Criterion: Creating a response

Assessment objectives

5. create a response that communicates economic meaning to suit the intended purpose in a
research report

The student work has the following characteristics: Marks

e concise expression and development of relevant ideas that enhance economic meaning
and effective use of graphs, diagrams and/or statistics

e features of a report genre are consistently demonstrated -
e minimal errors in spelling, grammar and punctuation.

¢ adequate expression and development of ideas that convey economic meaning and some
use of graphs, diagrams and/or statistics

o features of a report genre are demonstrated
e some errors in spelling, grammar and punctuation.

¢ some elements of report formatting and inconsistent use of language conventions. 1

¢ does not satisfy any of the descriptors above. 0

Economics 2019 v1.1 Queensland Curriculum & Assessment Authority
A2 high-level annotated sample response September 2018
Page 4 of 15



Task

Create a research report analysing two free trade agreements that the Australian Government is
negotiating. Present an evaluation recommending one free trade agreement that would maximise
economic returns for Australia.

Sample response

Criterion Marks allocated Result
Comprehending 5 5
Assessment objective 1
Selecting 4 4
Assessment objective 2
Analysing 6 6
Assessment objective 3
Evaluating 6 6
Assessment objective 4
Creating a response

o 4 4
Assessment objective 5
Total 25 25

The annotations show the match to the instrument-specific marking guide (ISMG) performance-
level descriptors.
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Comprehending [4-5]

comprehensive
identification of
essential features of
trade agreements

perceptive application
of economic concepts

i.e. scarcity, given
different resource
allocations and a range
of needs and wants

Comprehending [4-5]

perceptive application
of economic concepts
and principles

reasoned choice of free
trade agreements

Analysing [5-6]

correctly describes
patterns and trends of
GDP per capita and
GDP

Introduction
Outline of the report

Australia continues to be the ‘lucky country’ with economic growth above
the OECD average and 26 years of uninterrupted expansion (The
Economist, 2017). A large part of this success has been Australia’s global
trade relationships, which have been propelled by free trade agreements.
To continue this achievement, two current free trade agreements that are
in the process of being negotiated by the Department of Foreign Affairs
and Trade will be analysed and evaluated. A recommendation of which
agreement to focus limited budget, time and labour resources on, and to
maximise economic returns for Australia will be made.

Purpose and choice of free trade agreements

The purpose of a free trade agreement is to maximise the economic
benefits of trade. However, a free trade agreement rarely comprises
removing all barriers to trade and investment for all transactions. It involves
a complicated negotiation of which markets to open to international trade
and how much, and involves trade-offs given the resources available to
each country and the needs and wants of their consumers. The
agreements also develop stronger trade and commercial ties, as well as
‘behind the border’ issues such as
standards, professional qualifications
and competition policies in trading
partner countries (Department of
Foreign Affairs and Trade, n.d.) that
can represent barriers to trade of
goods and services.

Table 1 Free trade agreement status

There are nine agreements currently
under negotiation, according to the
latest information from the
Department of Foreign Affairs and Trade (refer Table 1) (Department of
Foreign Affairs and Trade, 2018). The free trade agreements with India and
Indonesia will be analysed and evaluated®, that is, the Australia-India
Comprehensive Economic Cooperation Agreement (AlI-CECA) and the
Indonesia-Australia Comprehensive Economic Partnership Agreement (I1A-
CEPA). These are both bilateral agreements with countries that are located
geographically close (lower transport costs) and are transitioning
economies, so that Australia can reap the advantage of economic ties to
an economy with a larger population and growth from a low gross domestic
production (GDP) per capita base.

Analysis of India and Indonesia’s trade agreements
Growth opportunities

One major reason for Australia’s growth over the last decade has been the
significant trade relationship with China, the most populous economy,

! For the purpose of this report, the issue of investor state dispute settlement has not been considered, as the
issue is impacted by legal and political implications, which are out of the scope of this economic analysis.
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Analysing [5-6]

Selecting [3-4]

statistics have been
updated from DFAT
website

Analysing [5-6]

annual GDP growth
rates and the
comparison of GDP
trends; interpretation of
different graph scales
for India and Indonesia;
identification of potential
distortion

Analysing [5-6]

shown in the graph
created by the student
in Excel

Evaluating [3-4]

perceptive conclusion

Table 2 Comparison of macroeconomic variables
Australia-India Comprehensive Economic

Indonesia-Australia Comprehensive Economic

Cooperation Agreement Partnership Agreement

GDP(ppp): US$9.5 trillion (2017 est) | GDP{ppp): US$3.2 trillion (2017 est)
GDP per capita: $7,200 (2017 esf) | GDP per capita: US$12,400 (2017 esf)
GDP growth: 6.7 per cent (2017 esf) | GDP growth: 5.2 per cent (2017 esf)
Population: 1,283 million (2017 est) | Population: 260.6 million (2015 es)

Trade with Australia: AU$25.7 billion (2017) | Trade with Australia: ~ A$16.4 billion (2016-17)

Source: (Department of Foreign Affairs and Trade website,
2018) and updated in US dollars from (The World Fact Book:
CIA, 2017)

Source: (Department of Foreign Affairs and Trade website,
2018) and updated in US dollars from (Central Intelligence
Agency World Fact Book 2017)

Trading with developing economies such as India and Indonesia mean
exporters are exposed to higher economic growth than that experienced by
developed economies. This opportunity is shown in Figure 1, (Trading

Figure 1 India and Indonesia annual GDP growth rate comparison
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Based on data from the World Bank International Comparison program database.

Accordingly, a free trade agreement with India is more attractive for

drawn, based on the
use of relevant

using GDP growth as
criteria

Australia as the access to higher growth rates from a lower GDP per capita
base offers greater growth opportunity than an Indonesian agreement. The
growth means greater and growing markets for Australian exporters who
have access to greater economies of scale, and this production will
increase employment opportunities for Australians.
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Comprehending [4-5] | Trade intensity

perceptive application .
of economic concepts 1 he aggregate patterns of trade are analysed to determine the extent of

the trade relationship that each country has with Australia compared to the

gﬁ;{&?ﬁg‘mﬁ:m global average. This is indicated by the Trade Intensity Index, a ratio of the
complex concept of trading relationship between a trading partner and how much the whole
trade intensity ratio world trades with the same economy. Both economies have a similar
measure of intensity of almost 200 (Figure 2 and 3), and_both are greater
Analysing [5-6] than 100 indicating a more ‘intense’ relationship than the global average

complex comparison of | |ndia and Indonesia.
trade intensitesusing ~ ~ "~~~

indexes
Figure 2 Trade intensity index, India
Trade intensity indeXx, India
Analysing [5-6] Australia's trade intensity index, India, 2002-2014
frchex
perceptive use of data -
and economic o
information to_support
the analysis -
shown in the graphs st
through the trend lines
added (annotated 20
circles)
° ooy 2008 2004 2005 ooe 100¥ 2008 2000 hoso w041 2012 2018 ross
(Australian Trade and Investment Commission. 20161
Source: UN Corerasts, World Bank WL, Ao
Figure 3 Trade intensity index, Indonesia
Trade intensity index, Indonesia
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Evaluating [5-6]

perceptive conclusion
drawn, based on the
use of relevant

perceptive conclusion
using trade intensity
criteria

the response adeptly
reasons about the
benefits to a free trading
agreement with each
country, foreshadowing
the eventual conclusion

Analysing [5-6]

Indian—Australian
exports and imports
flows are explained, with
education and coal
relationships well-
chosen and clear

Analysing [5-6]

evidence of a
relationship which is
deeper than two exports
and which has mutual
benefits

Consequently, there is evidence to support a priority to Australia’s
relationship to each country as the extent of trade with both countries could
be increased considerably, with resulting benefits to Australian businesses
and workers. While both trading intensities have fallen since 2004, the
greater fall in the Indian relationship (Figure 2) relative to Indonesia (Figure
3) should concern Australia and action should be taken to stimulate trade
through a trade agreement. Alternatively, trade between two countries is a
factor of their GDP and distance — and as Australia and Indonesia are
geographically much closer, they should be major trading partners and yet

Nature of trade

The nature of exports and imports traded reveal patterns that reflect
different scarce resources, and so potential comparative advantages
available to Australian businesses from both agreements.

accommodation, living expenses and travel during their studies” (ICEF
Monitor, 2017). Australian businesses receive benefits from India’s exports

Trade website, 2018).

Table 3 Comparison of exporis and imports

Australia-India Comprehensive Economic Indonesia-Australia Comprehensive Economic

Cooperation Agreement

Partnership Agreement

Major Australian exports, 2016-17 (A$m)

Coal 8,750
Vegetables 1,430
Wheat 743
Copper ores & concentrates 682
Major Australian imports, 2016-17 (A%m)
Refined petroleum 1,081
Medicaments (incl veterinary) 343

Australia's trade in services, 2016-17 (A%m)

Exports of services to India 4,087
(Education) (3153)
Imports of services from India 2,009
Personal travel gxcl education (880)

Source: {Depariment of Foreign Affairs and Trade, 2017)

Major Australian exports, 2016-17 (A%m)

Wheat 1,263
Crude petroleum 97
Live animals (excl seafood) 636
Sugars, molasses & honey 507

Major Australian imports, 2016-17 (A%m)
Crude and refined petroleum 1,147
Heating & cooling equip N

Australia's trade in services, 2016-17 (A%m)

Exports of services to Indonesia 1,632
(Education) (802)
Imports of services from Indonesia 3,635
Personal travel gxcl education (3042)

Source: (Depariment of Foreign Affairs and Trade, 2017)
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Analysing [5-6]

explains export and
import patterns and
relationships, with
complexity evident

Evaluating [5-6]

discerning synthesis

‘skill transfers’ and
‘technical barriers’ are
discerning ideas brought
into the evaluation

Evaluating [3-4]

effective decision

reference to ‘net benefit’
is relevant, but brief

Analysing [5-6]

age groups, and
historical and
geographical factors,
using evidence from
population features of
each country

Evaluating [5-6]

discerning synthesis

‘weather dependent’
and ‘price variable’

Comprehending [4-5]

perceptive application
of economic concepts

trade creation, allocation
of resources, and the
principle of benefits and
costs

Evaluating [5-6]

discerning synthesis

astute perspectives on
the education sector,
and trade between
Indonesia and Australia

Economics 2019 v1.1
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There are also complementary elements between the Indonesian and
Australian economies. The nature of the free trade agreement proposed
has not yet generated calculations of net benefits, however, and analysis of

under-developed in Indonesia, indicating that broad-based liberalisation of
services and measures to encourage the skill transfer and address
technical barriers of trade and investment, such as differing technical
regulations and standards, would offer mutual net benefit.

Creation of trade: a case study of the potential of the education
market

Australia’s second largest export earner is education services, so was

Education as a service is not weather dependent or price variable like
agriculture, so offers more consistent income and supports the
employment of more highly skilled workers than workers in agricultural
industries.

The basis of a free trade agreement is to divert trade from alternative
countries and create international trade on more favourable terms between
the parties to the agreement. In effect, the allocation of resources is
changed to different uses and/or markets, and the outcome of benefits
outweighing costs will depend upon the amount of trade diverted or
created. Both the AI-CECA and the AI-CEPA aim to create trade and
minimise where trade has been diverted from more efficient producers.

As an example, the impact of reducing barriers to increasing trade in
education services between Indonesia_ and Australia_is examined. There is
expected to be net gains from trade being diverted from Malaysia's

part of the Australian Group of Eight Universities submission to the IA-
CEPA is for Australian online delivery courses to be accredited by the
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Analysing [5-6]

explains education trade
relationships;
identification of patterns
and interconnections is
discerning

Evaluating [5-6]

discerning synthesis

applies economic
concept of consumer
surplus in a critical
manner

Comprehending [4-5]

perceptive application
of economic model

diagram created by the
student and modified to
demonstrate the
economic idea of trade
creation

Evaluating [5—6]

perceptive decision

Economics 2019 v1.1
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Further, there is the opportunity for joint degrees in partnerships with
Indonesian Universities, which would reduce ‘the duration and therefore

Australian government could improve and streamline visa application
processes to ‘ensure they do not deter prospective students’ from Australia

Should education regulations be eased, the IA-CEPA would create trade
that would not have existed otherwise. The consumer surplus gain to
Indonesia of the area (a+b) in Figure 4, represents the lower price of
education experienced by domestic consumers in Indonesia. Trade is
created, represented by the area (c) on the diagram, because of the
additional supply resulting from reducing regulations that previously
restricted trade by adding additional costs. This is a reallocation of
resources towards a more efficient use, that is, education (that adds
productive value) rather than regulations (that tend not to add to productive
value). Further, there would not be a diversion from Indonesian education
suppliers due to the increasing demand for higher skills as the economy
becomes more developed, which would cause a shift to the right of the
demand curve DD, (not shown on Figure 4).

4 Netgain from trade creation in Indonesia
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Recommendation

The major finding from the analysis is that opportunities exist for the
signing of each free trade agreement. However, the benefits of India in
terms of the high population and low base-growth effect, the opportunity to
stem the decline in trade intensity with the second most populous country,
and in combination with existing trade patterns of imports and exports,
would make this the optimum choice of the free trade agreement to focus
on for negotiations.

Queensland Curriculum & Assessment Authority
September 2018
Page 11 of 15



Evaluating [5—6]

discerning synthesis

discerns different
perspectives that affect
economic choices and
recommendations

India’s perspective —
a negative net benefit

authentic response in
terms of more practical
impediments that may
affect economic
decisions and
conclusions

discerning synthesis

‘second best’ to account
for authentic
impediments or practical
limitations

perceptive decision
made, based on the
use of relevant

economic support for a
decision

Nonetheless, there are economic impediments. Negotiations with India
have stalled during 2017 due to disagreements over Indian tariffs (among
the highest in the world) and labour mobility (The Economic Times, India,
2017) (Australian Financial Review, 2017), indicating that while Australia’s
net benefits are positive, India’s may not be. Both negotiation_points
represent barriers to free trade and to a freer trade agreement as India’s
benefits of retaining higher tariffs appear to be greater than the benefits
offered within the proposed agreement, and the tariffs represent significant
costs to Australia, not surprising as India does not share the same growth

Given this practical reality, there is significant economic evidence that the
benefits of proceeding with an agreement with Indonesia, while not as
beneficial as India, are still substantial for Australia businesses and
workers, through the additional production and employment created.
Further, there is the close proximity of Indonesia to support mutual
benefits. Therefore, proceeding on the basis of ‘The general theory of the

second-best approach that will delivery significant economic benefits to
Australia based on growth opportunities, trade intensity, and the nature of
trade. In particular, the case study of Australia’s second largest export
market, education, finds that there would be substantial trade created from
reducing barriers between Australia and Indonesia.

Conclusion

An analysis of the India and Indonesia free trade agreements currently in
the process of negotiation shows that while India has the potential to offer
larger opportunities, practical impediments require a second best optimum
solution; the focus of the Department of Foreign Affairs and Trade budget
resources should be directed towards the IA-CEPA. Accordingly, the
government should focus negotiation efforts on the Indonesian Free Trade
Agreement.

Notes

Comprehending [4-5]

precise use of economic terminology throughout the report

Selecting [3-4]

report

Evaluating [5-6]

discerning synthesis of economic ideas and_perspectives applied to the analysis
throughout the report

critical economic reasoning and justification throughout the report

% This theory of second best can be described as a situation where the optimal choice is not possible because of
a particular limitation, the best decision is to make the second best optimal choice.
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Creating a response [3-4]

concise expression and development of relevant ideas that enhance economic meaning
(e.g. the sequencing of ideas shown by subheadings ‘Growth opportunities’, ‘Trade intensity’
and ‘Focus on imports and exports’) and effective use of graphs, diagrams and/or statistics

features of areport genre are consistently demonstrated through the cover page, contents
page, headings and subheadings; the introduction outlines the aims, establishes the
importance of the issue and foreshadows the economic criteria that will be used; the conclusion
astutely summarises the main points of the analysis and evaluation

minimal errors in spelling, grammar and punctuation throughout the report
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