NCEA Achievement Standard – 3.3 Describe and Illustrate Resource Allocation via the Public Sector to Compenstate for Market Failure (External Assesment – 4 credits)

Topic 1 – The Free Market and Market Failure (Workbook Topic B1)

Free market / invisible hand / price mechanism - expln

Production vs allocative efficiency – defn / expln / PPC

Conditions needed for free market to be allocatively efficient (5)

Market failure – expln / eg’s

Types of Government Intervention 

Roles of the government (4)

Corporatisation / Privatisation / Nationalisation / State Owned Enterprises (SOE)

Private goods – characteristics or features (2) / marginal cost/benefit analysis (individual and market graphs)

Topic 2 – Externalities (Workbook Topic B2)

Mixed Goods – defn / features / e.g’s

Positive and Negative Externalities – defn / expln / e.g’s

Negative Externalities – Marginal Analysis (MB/MC/MSC/MSB) graph (market) / socially 
of Production                  desirable vs market outcomes / tax.

Positive Externalities – Marginal Analysis (MB/MC/MSC/MSB) graph (market) / socially  
of Production                 desirable vs market outcomes / subsidy

Negative Externalities – Marginal Analysis (MB/MC/MSC/MSB) graph (market & individual) /  
Of Consumption              socially desirable vs market outcomes / tax.

Positive Externalities – Marginal Analysis (MB/MC/MSC/MSB) graph (market & individual) / 
Of Consumption            socially desirable vs market outcomes / subsidy.

Policies Concerning Negative Externalities (3)
· Rules and Regulations
· Use of Taxes – group user taxes
· Property Rights
· Quotas

Policies Concerning Positive Externalities (2)
· Subsidies
· Public Provision

Internalisation – defn / expln / e.g.’s


Topic 3 – Public, Private, Merit and Demerit Goods (Workbook Topic B3)

Public Goods – characteristics (3) / free rider behaviour / marginal analysis – graph (MC=0) / 
                          welfare loss (DWL).

For each of the following – defn / e.g. / govt policies
· Collective Good
· Merit Good
· Demerit Good

Private vs Public goods  - PPC

Trade-off / PPC / opportunity cost of more govt spending in one area 

Topic 4 – Natural Monopoly (Workbook Topic B4)

Natural Monopoly – defn / eg’s / features / networks / economies of scale / graph vs normal monopoly 
      (downward sloping AC) / profit max / deadweight loss / AC pricing / MC pricing (subsidy) / public
                                 provision/ subsidy (subnormal profit)

Topic 5 – Equity vs Efficiency (Workbook Topic B5)

Equity vs Efficiency – expln / difference / e.g’s

Income vs Wealth – expln / difference / e.g’s

Lorenz Curve – graph 

Tools of Redistribution (tax / subsidy (general & targeted) / transfers / min wage /
                                         collective goods / equal opportunity / training & education)
 
Taxes – Horizontal & Vertical Equity / Progressive / Regressive / Proportional Taxes
             Marginal vs Average tax rate

Equity vs Efficiency Trade Off – PPC / Lorenz curve / incentive 


