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Q
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Marker commentary

04

The candidate correctly and succinctly described all four market
structures from the resource. They then justified through integrating the
resources for authentic context, that egg farming in New Zealand is an
example of monopolistic competition. They did not need to draw a
market structure model at this point.

Comprehensive use of resources to explain why supply in the egg market
has decreased. A well-drawn market model is integrated with an
inelastic supply curve. A full explanation is given of the shortage that
would occur and the market forces that then ensue, to correct the
disequilibrium. Allocative efficiency is explained thoroughly in relation to
changes in CS and PS, noting the offsetting impacts from the varying
proportions of price and quantity. There is an insightful evaluative point
at the end of this section to indicate the time it may take for the
shortage to clear.

Price elasticity of supply is defined explicitly with contextual references
to egg farming factors of production in the short- and long-run.

An overview of why demand increases is given with reasons from the
resources. The candidate however uses AR / MR curves to explain what
would happen in the egg market and describes profit situation for
market structure. They do explain CS and PS correctly in the short-run,
however due to the model drawn the assumption is made that it is
allocatively inefficient and that a DWL exists (same for long-run). Had the
candidate correctly illustrated market models for eggs and hence
referred to the equilibrium changes maintaining allocative efficiency,
they could have achieved a higher grade at scholarship level.

05

On page 11, the candidate gave a reasonable explanation of the
difference between the CPI and the price of a particular market, with
reference to the ‘weighted’ nature of goods in the CPI.

The cause of the cost of living crisis is well explained by linking relative
increases to the CPl and incomes to decreasing purchasing power.
Integration of data from the resource material to support these points
would have elevated this response. The analysis of the uneven impact of
inflation on different households discusses the proportion of income
spent on different categories, specifically interest payments. A valid
comparison is made between high income and other households, using
data.

Page 12 contains an explanation of the Lorenz curve, which although not
required, demonstrates understanding of relevant economic theory.
Using labels on this and subsequent models would have improved this
response.




The impact of cost of living payment policy on lower income households
and why this improves equity is accurate. An inwards movement of the
Lorenz curve is correct but poorly illustrated. The effectiveness of the
policy in reducing the cost of living crisis is also not discussed.

The candidate produces a sophisticated discussion of the impact of
increasing the minimum wage and equity. This explanation incorporates
a relevant minimum wage model and references locus points from the
model. Furthermore how different types of households could be
negatively and positively impacted is also discussed.

The policy of increasing of tax brackets is also analysed at a sophisticated
level. Reference to fiscal drag and the proportion of tax paid by
households demonstrates insight. The candidate correctly concludes
that whilst all households will benefit, equity may worsen.

A brief policy recommendation is made rather than an evaluation.
Overall, the candidate produced a logical and relatively sophisticated
economic analysis of policies to improve the cost of living crisis for
different households, whilst improving equity.

A more detailed evaluation and / or further evaluation of the
effectiveness of policies (rather than just equity) would have elevated
this to a 6.

05

The candidate produces and effectively communicates a relatively
sophisticated economic analysis of the impact of increasing net
migration on the New Zealand economy with some evaluation the effect
on price stability and other government goals, at low and high levels of
output. To gain a higher grade the candidate needed to explore each
area of analysis in more depth and expand their explanations.

On page 19, the candidate provides a sound explanation of the shape of
the aggregate supply curve including the relevance of a labour shortage
when the economy is operating at Yf.

On pages 20 and 21, the candidate provides a general but accurate
explanation of the impact of migration on AS though this could have
been examined in more depth, especially in terms of the impact on
productivity. In addition they could have better analysed the impact on
production capacity and Yf and or a PPF graph.

On pages 21 and 22, the candidate provides a general but broadly
accurate analysis of the effect of migration on AD in the context of a
disadvantage. This could have been improved by considering the effect
of increased demand for housing and rental accommodation as well as
the effect on government spending where demand for education and
healthcare is on the rise.

On pages 22 and 23, the candidate provides a brief but accurate
comparison between impacts at low and high levels of output. This could
have been enhanced with more in-depth analysis of the comparative
effects.






