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Assessment Schedule – 2011
Economics: Describe an economic problem, allocative efficiency, and market responses to change 
Evidence Statement
	Code
	Q
	Evidence
	Achievement
	Merit
	Excellence

	A1
	ONE

(a)
(b)


	See Appendix One
Since resources are scarce, the economy must make a choice as to how its resources are used.  If it increases the production of consumer goods from point A, it must sacrifice some capital goods. This is the opportunity cost of the change in production. 
	ONE of:

· Change in production correct

· Opportunity cost correctly labelled

· linking scarcity to choice and opportunity cost 



	A2/ 

M2
	TWO

(a)
	See Appendix Two.
	THREE of:

· Correctly shifted demand curve and relabelled
· Partial description that identifies excess demand and effect on price and equilibrium
· Correctly identified change in producer surplus
· Correctly identified new consumer surplus
· Allocative efficiency correctly defined
· Idea that efficiency has increased
	TWO of:

· Correctly shifted demand curve and relabelled

· Correctly identified change in producer surplus
· Correctly identified new consumer surplus
· Allocative efficiency correctly defined
plus
Allocative

efficiency

increase explained,

or
Full description

that details how

excess demand

leads to new

equilibrium
	

	
	(b)
	· The increased awareness of the health benefits of cycling lead to an increase in demand for bicycles (at the current price) so D shifts to D1 .

· At Pe, excess demand (or a shortage) now exists.

· Consumers who are able bid up price to ensure that they get what they want.

· As price rises to P1, the quantity supplied increases (to Q1) AND the quantity demanded decreases (to Q1) and equilibrium is achieved as Qd = Qs.
	
	
	

	
	(c)
	See Appendix Two
	
	
	

	
	(d)
	· A situation where the total Consumer + Producer surplus is maximised.

or A situation where production is at full capacity (best technical use) and consumers’ /society’s demand is met.

or A situation where no one can be made better off without someone else being worse off by more.
	
	
	

	
	(e)
	The reduction of GST will lead to an increase in allocative efficiency.  This is because the dead weight loss associated with tax will have decreased and the net welfare benefit (consumer and producer surpluses) has increased.
	
	
	


	Code
	Q
	Evidence
	Achievement
	Merit
	Excellence

	A3 /
M3 /
E3
	THREE

(a)
	Ideas of:

· A price taker cannot influence the price in the market and accepts the price dictated by the market.

· NZ faces a horizontal world supply curve because quantity imported by NZ is very small in relation to world output, so overseas suppliers can meet NZ’s needs without facing increased costs (ie MC is horizontal).
	FOUR of:

· Describes ONE key point from (a)

· (b) (i) and (ii)
· (b) (iii)
· (c)
· Identifies lower price and increased consumption for NZ consumer
· Identifies NZ producers produce less at lower price
· Identifies fewer workers needed in the labour market
· Idea of less revenue received by the government
· Identifies supply is more elastic over time or idea of more time to vary inputs

	FOUR of:

· explanation includes BOTH points from (a) 
· (b) (iv), (v) and (vi)

· (b) (vii)

· Explanation identifying NZ consumer’s lower price and increased consumption AND one further effect of this for the consumer
· Explanation identifying NZ producers’ lower price and lower production AND one further effect of this for the producer
· Explanation of the effect on the labour market that includes fewer workers needed and derived demand idea or reallocation of labour resource.
· less revenue received by the NZ government explained
· Both parts from (e)
	The effects on all participants in the market are fully explained:

· Effect on producer fully explained with reference to graph
· Effect on consumer fully explained with reference to graph
· Effect on labour market fully explained i.e. fewer workers needed AND derived demand idea AND reallocation of labour.
· Full explanation of effect on government

	
	(b)
	See Appendix Three.
	
	
	

	
	(c)(i)

(ii)
	Wages: decrease

Number employed: decrease
	
	
	

	
	(d)
	NZ consumers of plastics will pay a lower price Pw and consume more Qc1
· They will have more choice

· They will have a higher standard of living

· They will increase their consumer surplus 

· OR any valid effect 
New Zealand producers now face a lower price Pw and will produce less Qp1 because of the tariff removal. 

· They will receive less revenue, less profit, less producer surplus.
As a result of lower profits in plastic manufacture, fewer workers will be needed, so unemployment increases in the plastic manufacturing industry.
· Workers will be reallocated to relatively more profitable areas of production.
The NZ government will lose the tariff revenue when the tariff is removed. 
· There will be an increase in GST collected (assuming plastic goods are elastic)from the increase quantity consumed
· There will be a decrease in income tax collected from the workers who are no 

	
	
	

	Code
	Q
	Evidence
	Achievement
	Merit
	Excellence

	
	
	 longer demanded in the plastics market and possibly increase welfare payments until they are reallocated.
	
	
	

	
	(e)
	Supply becomes more elastic over time 

Advanced warning allows producers time to vary more of their inputs and change their production process to another product.
	
	
	

	A3 /
M3 /
E3
	FOUR

(a)
	The market demand curve is the horizontal summation of the individual demand curves of each dairy product consumer.  
	THREE of:
· Market demand correct 

· Curve shifted correctly

· Pp and Pc correct on graph

· Tax revenue shaded correctly

· Incidence on producer shaded correctly 
· Correct description of PED

· Characteristic of inelastic good stated

· Idea of producers passing on the tax partially explained but not clearly linked to PED


	THREE of:

· Market demand correct 

· Curve shifted correctly with Pp and Pc correct on graph

· Tax revenue shaded correctly and Incidence on producer shaded correctly 

· Correct description of PED

· Characteristic of an inelastic good explained

· Idea of producers passing on the tax explained and clearly linked to PED


	TWO of:

· Market demand correct 

· Curve shifted correctly with Pp and Pc correct on graph

· Tax revenue shaded correctly and Incidence on producer shaded correctly 

Plus

4 of 5 points for (d) correct

	
	(b)
	See Appendix Four.
	
	
	

	
	(c)
	See Appendix Four.
	
	
	

	
	(d)
	· Price elasticity of demand is the responsiveness of quantity demanded to a change in the price of the product.
· The demand for dairy products is likely to be inelastic because dairy products e.g. milk would be considered to be necessities and there are few substitutes. (or similar answer for other characteristic of inelastic good)
· This means dairy products will not be very responsive to price changes so the change in QD is proportionally / relatively smaller than the change in price
· Because dairy products are price inelastic producers are better able to pass on the tax to consumers as they know they will keep buying them (perhaps because no close substitutes or they’re necessities)
· So the incidence of the tax falls mainly on consumers
	
	
	

	
	
	
	
	
	


Judgement Statement 

	Achievement
	Achievement with Merit
	Achievement with Excellence

	Minimum of:

1 A1
1 A2
1 A3
	Minimum of:

1 A1
1 M2
1 M3
	 Minimum of:

1 A1
1 M2
1 E3

	Codes:

A1 refers to the first criterion.

A2 and M2 refer to the second criterion.

A3, M3, and E3 refer to the third criterion. 


Appendix One – Question One (a)
Graph 1: Production Possibility Frontier.
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Appendix Two – Question Two (a) and (c)
Graph 2: Market for bicycles













i. The change in Producer Surplus

ii. The new consumer surplus

Appendix Three – Question Two (a) and (c)
Graph 3: New Zealand market for Plastics










Appendix Four – Question Four (b) and (c)
Graph 3: Market for Dairy Products

















i. The total tax revenue for the government 

ii. The incidence of the tax on producers
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