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INSTRUCTIONS: Write an essay in response to EACH of the THREE questions in this paper.
Question Two is on page 10, and Question Three is on page 18.
There is planning space for each question. Your planning will NOT be marked.

QUESTION ONE: Avocados - a tough season for growers

Use information from Resource A and your knowledge of micro-economic theory to answer this
question.

Changes in the world market for avocados and in costs for avocado growers directly
impact the level of exports and the profitability of New Zealand avocado orchards.

Analyse the impact of changes in the world avocado market on the New Zealand avocado market and
on individual avocado growers. Evaluate the short- and long-run effects on avocado growers' output
and profitability.

I}your answer, using appropriate economic models, you should:
explain why New Zealand avocado growers can be considered to be an example of perfect

com rather than mo listic competitors
. explain the impact of the change in world price on exports, consumer surplus, producer surplus,
and allocative efficiency in the New Zealand avocado market

L use marginal analysis to analyse the impact of:
. the change in avocado prices and input costs on individual perfectly competitive
New Zealand avocado growers in the short run

. ongoing subnormal profits on firms and the New Zealand avocado market in the long run,
and evaluate the influence that the world market price may have on this.
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Avocado growts (long run)
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QUESTION TWO: Public goods — Auckland roads and allocative efficiency

Use information from Resources B to F and your knowledge of micro-economic theory to answer this
question.

Auckland’s population is projected to increase to at least 2.2 million by 2045, placing
pressure on roads, reducing their performance, and increasing congestion. The Auckland
Transport Alignment Project (ATAP) concluded that investment in both infrastructure
and demand management tools, such as a congestion charge, are needed to reduce
congestion in Auckland.

Analyse the impact of a growing population on allocative efficiency in the provision of Auckland roads.
Evaluate the effectiveness and impact on allocative efficiency and equity of government policies
designed to reduce traffic congestion.

In your answer, using appropriate economic models, you should:

. explain the extent to which Auckland roads meet the characteristics of a public good

. using the public goods model, analyse and illustrate the impact of an increase in population on
Auckland roads, and explain how this leads to market failure and allocative inefficiency in road
provision

. analyse and evaluate the impact on allocative efficiency and equity of the three recommended
policies designed to improve traffic flow (Resource D), and recommend which policy/policies
would be most effective in the short and long term, taking into consideration allocative efficiency
and equity.
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QUESTION THREE: Monetary and fiscal policy to reduce inflation

Use information from Resources G to J and your knowledge of macro-economic theory to answer
this question.

Tighter monetary policy should be the primary tool for containing inflation, but fiscal
policy can play a supporting role.

Analyse how monetary and fiscal policies could be used to achieve price stability in the New Zealand
economy. Evaluate to what extent a ‘fiscally neutral’ tax cut policy could support contractionary
monetary policy to reduce persistently high inflation rates.

In your answer, using appropriate economic models, you should:

. explain how the implementation of contractionary monetary policy from 2021 to mid-2024 was
used to reduce inflation rates

. analyse the combined impact on inflation of implementing a ‘fiscally neutral’ income tax cut
policy with a reduction in government spending, and analyse why this result could be uncertain,
use multiplier theory to evaluate the likely impact on inflation

. evaluate the overall effectiveness of using a contractionary monetary policy in conjunction with a
‘fiscally neutral’ income tax policy to reduce high inflation levels.

PLANNING
1) Wide 0R 3 high e raks =2 VC U T L (xR,

T As

2) tean = kWY

Economics 93402, 2025 00403




19

Be‘fkch W2 ad  ~id - zZak, Comlemclion.y Mectary policy
kas sszd n ode b €rse inflsfion. The OCR inqreascd Fion
we |7 b §5.57 ~n e 3.5 yeo Spn. cressiy The OCK
],4(;-(-,5.;5 ﬂ-\q_, OMod oF ntecst @5 F'mq.c:ul ias}ifkhmb CLm,Jc
For [E:Drtu-mb A 9 fFar Svins . Btfuwx he codl oF Ebtrtxp:.)
4 NUTa3eS,  Avestrnf &emj}b Mrtases azh <« firms il hsve & pay
tore adk, whidh  pubs  pany Firms  ofF. \.')(co«ﬂ); Consames with
\o%/mfh‘ryc) Ml Aas be oy pae @ infesst, which wil !
dcseuse disposble  ncone. od  thexfon Jecrese cotsanplion spendn.
3’4\/'1-17 S also Nov ot allective b Corsumes, dis Cowagy
Co'ﬁmp}'im jpw['.b F‘.\H‘L(P. Lashb; foregn IHWS)(UJ will be Mo~
nsofvied (o hest  in N2 ke ko grd= B refauns, noms
Cenand s fhe N2 Aolles . Aveders  wiflh iavednaks a[ftwg N

Mz Wil be less willug  do nshe oA oF N2, decesy Sugp
4 N2 J:\Io-o-\ Forex mefot

fm e p2 ol
ks i on e Pk, fhis Price o
il reg< (b f’k N2 P
agQrclish, (PC"?PC,\.-H'M fe.
Will resit in Nz enprfs
Vecomny less price conpehibe  ovosess
(ag gwme.  forex  bags less sz)\,
Wi will deesse  expert  receiphs. B Asnhta,
Mitiandly | inphs G nom moe anfedble 5 e M20 noc
bos e fres dlus. o assem, fhat mpets  bave elisti
pEDJ et Pyts will tovese, S0, «5  Corsemplia SPadi (<)
hweghmt Spadas (1), 6Ad ne} exrots Coe-m) sl e Loecse,
So will ajpesate downl. This ©  Secuose CT,ad Cxny,
ot all  (ompouts oF  Ayyesk

3%

Economics 93402, 2025 00403



AD/Bs rodtd of Tlo nit

Zea\ad ccoromn

leve LR
pL
1 &
edm

1Y Rel 6or (v)

AS SN oA 6\-(_ gm(iL\ Above. JM)L-‘J\ decresse (AD21AD ).
hgjfca-k st il notese il a5 Bhe cost of vpped s,
rafrals will decasse dne o SR 1 ppeciafing Nz 0, decressy, cosfs
ofpredidin (Asps). So, B resit 15 o laye deeerc 1o :
fle price \evel (P2PL) ed o sl decreg RC-(&PPC'!-H.)_?‘.:'._.
Tk(r(&vc, he Cdecliony teadany Py Lill @ tedoce nflafion Mobes
S d‘ prece (eved il ol(t.rf'-&f.

TL(, Goverppat 1S proeos'lhj a  “Fiscally neldel” fax f'\')lif-g whee
fax nfs arc Guwer do  househdds | ol Joverament Sp(nchng S FO%
While ths s \Cc‘mi(-.lb 0ot an netax @ decmy o govormn) Sy’
the weas b s Mores will bewsel is dRfpet. Die & The
CoF oF )iy, <risis fhe raryas pepassh & ouwe b low Jutolds,
™his  mess At For evey ddle- o g ”‘-‘GC,O"B €L wall
-2 696-0[. The ﬁw“’dier Afect (S st (.19 C%:a-k\, Mean;,
ey ddle g ;e gl will Gl ek LT fises
0sHs. On A other hood, F gavtromat b gpet
e rorey b gl for cfs, 100 /- ofF W totd be
Goent. This meas that & he dox (Wb e vlontdl, Ogorgwe
dﬂvw} Luowld Jﬂcrt‘»x, as mx forsoe Gevuntut spedy (¢)

Economics 93402, 2025 00403



21

G Wentd selb n lass Yhen PfO(’G’fiwl‘— (=55 1N olhe Comprars,
} Such a5 Consumphion Spadm. As o pesalt, inflation s Likely &

4 dﬂ(««g, , S Ak - -1 inflofiorw, Presswes axe tased, bat «f ﬂc
exgisc of  giowth.

AD/ ks rodel
24 AS
F il
giite
‘..'."-! pl’ J A
o \ (
: :.:; W+ { AD
% & J AD,

However, by wsing This ot Fiscal Polac7 in é@%&%’ﬁﬁi“"
Wlﬂ*\ CON‘“‘Ch"‘“"‘D Mon ek ar fal'f(), ‘\'L(. eRfeds of thy on
R €00 il be &eve vore ngative . While the mMain gool
of the PTA act 5 to provide prie Shability, in 2018 2 <

0\"‘“\ "OO“\ w5 &anA JE’ kccp MCF"PL{) pMeaf > a4 mininea.

oy
| 2}
. o

ASAS'

-
el R

2 te M & Qesl 690

Economics 93402, 2025 00403



22

bs Shown 0N m-t. 3{'{"’*, the combimtion o bolh Conlrrc-chanqr:,
Moty Peho-_-, od  dax odieF in a fire of  low Muginal
Popreity fo corsume Will rsalt A a decosiz in e price beve |,
(PL9PL) Whicky achies e 80;.\ of rtducing inflafion howewer 14
Wil (ore at ﬂ«l, <k (e of s\ 6DP (.‘1‘:77.») a5 Natiers income
A 0«{)‘039-%" wil fll.

Economics 93402, 2025 00403




-~

23

Economics 93402, 2025




24

At A N A T LTRSS

|

Econcnali 53402, 208




25

Economics 93402, 2025

ﬁ..av,,.._. r.:va._
S ENRRRRERR

ru-oiuﬂl./-int!ﬂb :-:-..)..r -x}.«-rq‘w{/“/o -(-//f..r-

S S W L PR T O AR




26

Extra space if required.
Write the question number(s) if applicable.
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Score

Marker commentary

07

On page 3 the candidate provides an in-depth analysis of the features of
the avocado market in relation to perfect competition vs monopolistic
competition, integrating the resource material.

On page 4 the candidate erroneously uses the two-country model rather
than the price taker model in analysing the effect of the decrease in
supply and price in the world market and the effect of this on the New
Zealand market. However, the subsequent analysis of the changes in
New Zealand market for avocados and the impact on consumer and
producer surplus are accurate and detailed, including the impact on
deadweight loss.

On pages 5 and 6 the candidate provides the correct graph to illustrate
the changes affecting individual avocado growers. This is supported by a
detailed description of the changes and the short and long run impact.
This could have been improved further by specific discussion on the
difference between the short and long run.

The candidate provides a relatively sophisticated discussion of the
significance of world price on the ability of New Zealand firms to return
to normal profitability though this could have been improved by more
explicit and expanded explanation.

Overall, the response is relatively sophisticated with a high level of
accuracy and detail though with an important error.




07

On page 11 the candidate identifies two characteristics of a public good
—non excludable and non-rival — and briefly discusses how these apply
to Auckland roads. A reason why the free market fails to provide roads is
explained. Further insight could be demonstrated by adding that at
times of congestion roads do not meet the non-rival characteristic.
Economic theory is used to convincingly explain the market failure in the
market for Auckland roads. The candidate correctly identifies that
equilibrium is where MC=MB at quantity Q and uses the public goods
model to identify and explain the deadweight loss. The deadweight loss
is linked to evidence from the resource material.

On pages 13 and 14 the congestion charge policy is analysed at a
Scholarship level. The effectiveness and allocative efficiency of the policy
is discussed with reference to the socially efficient equilibrium of Q;,
with an accurate economic model. A brief analysis of the regressive
nature of the policy is included but could have been discussed in more
depth.

The public transport policy is analysed at an outstanding level.
Independent reflection is demonstrated by using the inelastic demand
for public transport to justify the limited effectiveness and allocative
efficiency of the policy.

The evaluation compares all three policies regarding effectiveness,
equity and allocative efficiency.

Overall, this is a low 7. The candidate produced a logical and convincing
essay on the allocative efficiency and effectiveness of three policies to
reduce congestion. The clarity of economic modelling and integration of
sound economic theory were strengths of this response. Whilst equity
was discussed this was not at a sophisticated level. For a higher grade
the long and short term would also be discussed and evaluated in more
detail.




07

The candidate provides a sophisticated economic analysis of the use of
monetary and fiscal policies for containing inflation. They explained the
impact of contractionary monetary policy as the primary tool with fiscal
policy playing a supporting role. To gain a higher grade, the candidate
could have more explicitly integrated the resource material.

On pages 19 and 20, the candidate provides a thorough analysis of
contractionary monetary policy, with reference to both curve shifts on
the AS/AD model and the inclusion of the FOREX model when discussing
the exchange rate appreciation.

On pages 20 and 21 they calculated the multiplier and have shown
insight by explaining the multiplier in context. They referred to every
dollar of the tax relief circulating 1.19 times and have also considered
the impact of the multiplier on the reduction in government spending.
On page 22 they have shown perception and insight, acknowledging that
the combination of policies results in a decrease in the price level due to
the low MPC influencing the amount of spending following tax cuts.






