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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.

QUESTION ONE: Dynamic pricing and market efficiency

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

Consumers are becoming increasingly aware that prices for some services are no longer
fixed, but can fluctuate at different times according to the level of demand. This is called

- P y . . e .
dynamz,cE/g\sum pricing. Ride shares and concertsare examples of markets where it
occurs.

Using elasticity theory, analyse the impact of dynamic pricing on participants and allocative efficiency
in the markets for ride shares and concerts. Evaluate the effect of a government intervention to ban

dynamic pricing in each market. . R =y .

In your answer:

. use appropriate economic models

. use elasticity concepts to explain why ride shares would have more elastic supply and demand
than concerts 3 s ET & T D R Sl SR

. for each market, analyse how dynamic pricing impacts consumer surplus, producer surplus, and
allocative efficiency at times of increased demand S

. evaluate the effect that implementing a fixed or maximum price that bans dynamic pricing would
have on consumers, producers, and allocative efficiency at times of increased demand in each

market. )

Use the space below to plan your essay. This plan will NOT be marked.
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QUESTION TWO: Market failure in the market for high-emission vehicles

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

The Clean Car Discount scheme, implemented in 2022, focuses on the_supply and
demand of different types of vehicles coming into New Zealand. The policy 1s part of a
government strategy to reduce the consumption externality of transport emissions, by
encouraging the importation of low-emission vehicles.

— g

Analyse the market failure in the market for high-emission vehicles. Evaluate the effectiveness and
impact on allocative efficiency of the Clean Car Discount scheme in encouraging buyers to switch
from high-emission vehicles to cleaner, low-emission vehicles.

In your answer:
. use appropriate economic models
’ explain the externality and market failure in the market for high-emission vehicles

. analyse the impact on allocatlve efficiency in the market for “high-emission vehicles of each of
the two policies in Resource D~ ———

. evaluate the overall effectiveness of a combination of both policies in reducing transport
emissions and achieving allocative efficiency in the market for high-emission vehicles in the
short and long term. i s

Use the space below to plan your essay. This plan will NOT be marked.

PLANNING
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QUESTION THREE: Relationship between the current account and the exchange rate

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

The current account and the exchange rate are interrelated economic issues. The
current account has decreased from a surplus in June 2020 to a near record deficit in |
Swmand dollar against the US dollar
has fluctuated but overall has trended downwards.

S —

—

=g
DD degre=r” S
Discuss the interrelationship between the current account and the exchange rate within the

New Zealand economy. Evaluate whether a strong or a weak exchange rate is most likely to reduce
the current account deficit.

In your answer:
. use appropriate economic models

. explain how the current account balance is calculated and, using Resource G, explain the
factors that caused the current account deficit to increase in the March 2022 quarter

" analyse the combined impact of the increased current account deficit and rising interest rates in
the United States on the New Zealand exchange rate

. compare the effect of a Mﬂd an appreciation in the exchange rate on the current
account. Evaluate which is most likely to reduce the current account deficit. J

—
S—

/
Use the space below to plan your essay. This plan will NOT be marked. /

PLANNING i

f\/ f 3 L{s 5 bl
> 255 bwi} ‘/?t

o N i

Economics 93402, 2023 00356




19

AW (Wt gronint S wedl wg ofF A Comgarents,
Bolava on goods, servids, Wt and foeygu enrl
Yol on coodd  wpesedts \S o o of o\l v Hef
nd  exqoed- caoc&s. F Qo™ oulova  reony  we efack
Mo \—\MAV\ ‘\\M\a’*' M VI  eSA.  Be\nvnd@ oN Semiy

W VRS gnr \V\(af"‘-’c‘- VLS sy ag frctgh’r SUVies
Oﬁc‘k\\/\\‘r {’qurkel LAYV E 51 S A5 \Ofgxlg Oy | e
by, on o v W badanw on  wswent ad
WOy qaid onr € N2 aaouv\"s\’ oy  earvel  Overceas.
V\lava  on (W‘i’\ﬁ]\f* fvsters ® 0N ccownt  gf \—Wa7
goguends S o qdks o Goreygt ad Fack  gF YeY
Cbp{aﬂt"ﬂr hag  « reqadvC B¢ oY w-lany A@pmd'j
O wwelher g e FC ggev"}. T are odoled]
w1 e Re (et o Voalaned.

A CANYENY o onvy  Adect  peans AAAS IR 24 ¢ alavee (s V‘%mﬁr—cf
ad Mo MDN‘D O lQow'\\/j NZ Yan (M\w? W, Aaodhy
Yo @on@ G, Ve Qxfxsh\»j Cweh}  accaumnt Jelecar w\dzﬂ"’ed’
N W w W Madn 2972 quer€C Bolt ligoyied
o WW(M 1wod¢ @k, mr  wmpeds “wmoessed [Oj a9
N ﬂWWV‘ﬁ’L\ U‘S{WWJ balonm deooJS‘. ,,&CH}‘ ek
e oA\ W A o(@_»fxf_&hc POAUDNIN  anclh U5 erude ol
amd Waveport eqmprenty oy W\ as  phardenhanl poduch
C/uacw*@sl gw\f?m\ :;ests) gt  wer 50 essevhal dun (ou\olf{"l}
o A\ wged goodts. A\t watase - inperked
QOO(B wosevs  Balowg on geods. WUp  woy  govewVert
ool vy wptate; o HplS  sach a5 haprec, Meese ad
.\!\,\\L Qd\i"(}"—(l o> wod\ leMYy prues \mr@@ﬁ"\g bpnd WhESe (2se
ak n o Qowel @ sy we gy balowe on yo_azls

Economics 93402, 2023 00356



20

LWOGaeA. Ex{org gocds Weveosed vy S/ e\l Wipocke |

aoozks woensad oy 241, T alame  on servies ol
YOO Se«zice oot . Now Tedand s Mh[?
Waigwm. Al Gl dooreased Aoy He ‘bwv/@mﬂc
0s  NZ Wocdes were desed dunv\? Mot of 2528 oo
202\, Wewgh Mo Sodas \ave Stir VQQ(MJ’ ADunsu
Wy  ndy readd pe wals ¢ yweps 0 b Afle mordda

Quagier, \'W\m Wt geak Quadet for g Heael,

(\(chd %W sevvie éxt’afﬁ@“"f }fhoml wib

W\I\S A Mamd o~ Wh grded  servias . Saon

05 Fegint 3.@(«(5@; (ULUVEaScd Y *wv\q?afh' woeased

by $§4 s\l 35/) gl serviw oxorts dad
WMoone, W was ol Dy @ shuall  amounst Crty
WS oy gt Wat e b \oy He \wost
soe  wgerts, gad balevie on secndty  worsene

T\ wods  se \93 2671 w8 s aw lo
\WOHERAN Gb/o, e alaug g\ fade (“ppce
500 ond U @S ) um@vce/\ AWy woserc, Y
(uwgmty ooy eAdlgnd | Lu\clu/ﬂ*‘j Pe Jeber |

Hm  Tgwer  wmortay @\“3 WY S wvemses Uy
Werest (@, Owsg PR US) Yo ggpreante elahe
Yy oWy UMN’\I\WS such g He A, b WS
wheesl  @iey ook b vt o ety mare
affrddwe Qe ¥ wwetr as yShnis ace W\’M Dpestc
WWeshs wi\ \\\Lb\ﬂ tMoost  ¥s  weR{Yy % VLY,
3 Y sugply o N2O 0 Me o) oa
WMATUR, N as & SWMEr (U Spwe 1B SMD

Economics 93402, 2023 00356



21

SN0 |

3 A

fotyn  wethus Yok
W qrtuum\g (N\orssm«j
l(»~aﬁ——-—~—- o amMsk o N2 ey
Vo  (Mele X6 wwwesk v
P W gy wiums wnla

b wWgw o Jowand

,, e N0 decresses Can,

s : Dved ¥ Owzo, . A rew
R e hplonua s found Age

AY Qe b Quavhh Maded 8 congant, but Y ecchaygy
@e dgedate W Lo gt pes o unils of VW)

b Qudiost e S awouvt  ge (g (they.

W Worased, cutent m(u)u«v\k C}a(«icﬂ— also ‘“’\ﬂ?“dﬁ 4

W fxdw\'\ag (a~>fc ! ” ,a"/ '%'a\/

J ‘ oL\ i /Wuxs d@r\\ﬁ '@AG\NS Mweaged ,wrafa’j'
m\ot dtorased eygo(‘rs ks Wagards  wceare  demanat
WJ@ omo @A 2 il Yov (,mt\g\,\ WW(D w N waveee,
| S v 5o sy st 20 Wi\ MWMeveee
e, S | Guo — Sw0.). Dmlerly  as
G &g docceose,  domend od N9
wvst Jucreass as M ogtlSeus sodo
( _ we Qs uss NZ praduets.
| e & (Doze - DA Twese sWHs
FoM\o\w W Jegfaae ¥ f*&V‘““:}@ A R ¢
LW gueny Sagp,  comlnt Y Qe

Economics 93402, 2023 00356

F o
\




22

AR 1 Yadorg o0t cavse o dLpretahOon 06 e NP,
NV PR LY \'\ft-) SN deqreece¥ Wt &O\M"'BI O
gt omtly.

W yonamge X (an Wk an afleera  on e
U oG By Wngodhlg  wmgeds amdl oxforts
(Adngy on qeods and  see). Wen Yo pxchange

@ agptonks, WOMRBETR Sty Y VT unx ofF

NTO o wie  parMasl g el - ob Gortign alths,
QWS vegvs thar  pgodg  Oxe cOnirtly  vot ofledshle, i
20 %*tj AR wont (c_\.f\»\((\’\h\f( W Ve Joweiic
Mooy, Mer on ogrecanon, He save  Jalve ofF N2

'S Wt aplasie v @ oG unm?‘/‘(y. Tl Means
Mo® _ oxtens,
eqots 0t oy g ooy, S8 HY  an
wss  apoRs  ((la cm@eh’ﬁ% W L Foreygn  mavdah \W\.\a‘f-’rf
WS ondl oY doaeose. TS wiorsens e
ba\auys on caczn}s and. RS, ST e covent

acowy  andk  \rtho®  wodeming e dofomt,

A &Q(Ro\mhom W, P ofposide  dAled. wkn  Hle pnu ol
NZO  Mocases se\ahd B ohber (wthcer, Me  sart uady
ot \0  can owy s foreygn WNPACY  Impggcs e
&\mhre\j MR expens\e awad  less Pﬂ@ fff”‘tfﬂhh”f‘ W gte
Abmeshic  waek_ 1 OO preanes b ests
lecs @Ovajh Bavrtv ~ pudiage gt et
NTOD. Ekgorc  becg WA 'Pfla_ CGWPE}?"HVC_CLJ
A rt\d'\\'t(j More gé&"'oLa-b/ ¢ w~ He ==
wadedk  \wgots  deatute  and pdT VWSS ympaLis
e palatas on gc:odf and  servias. i Thiy wi

Economics 93402, 2023 00356



23

‘\Mﬁ(b\r( YWe  (wwevdd seount balang QM rcotua e OQML«
GRS gurbus. AN ggfrtdandn A\ oGt Yo connt
octonnr  \pAwne, W o -~ degrecinfian wnl)

’MQW <X

Economics 93402. 2023 00356



e sy e RERF VIR YRR O IV YRR IR SS







26

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

QUESTION
NUMBER

Economics 93402, 2023 00356



27

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

QUESTION
NUMBER

Economics 93402, 2023 00356



93402

28

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

QUESTION
NUMBER

Economics 93402, 2023 00356



Subject:
Standard:

Total score:

Outstanding Scholarship

Economics

93402

19

Q

Score

Marker commentary

06

The candidate produced an essay that includes a generally
sophisticated economic analysis with good integration of the
resource material.

On page 3, they provide a comprehensive explanation of
elasticity of demand and supply in the case on ride shares and
concerts, including reasonable integration of resource
material. However, the models provided on page 4 do not
effectively support the explanation.

On pages 4 and 5, the candidate effectively analysed the
effect of an increase in demand on the rideshare market,
including reference to resource material and an appropriate
model. The answer also included suitable reference to the
effect of relative changes in quantity supplied versus price on
changes in CS and PS.

On pages 5 and 6, the candidate produces a mixed analysis of
the effect of an increase in demand on CS and PS in the
market for concerts but incorrectly suggests that a
deadweight loss is created. (While a vertical supply curve was
not expected, credit is given for the interpretation of the
material in the context of concerts).

On pages 6 and 7, the candidate provided a reasonable
analysis of the effect of a maximum price on each market but
did not accurately compare the effect on CS and PS in terms
of missed PS and CS and did not provide an evaluative
conclusion.

Overall, this essay has good coverage throughout and reflects
generally sound economic analysis but with a few errors. A
higher score could have been achieved with more detailed
analysis of the effect of a maximum price including an
evaluative conclusion.

07

The candidate explained the market failure through integrating
the resources succinctly into their opening paragraph. They
defined the negative externality correctly by comparing the
PMB to SMB and synthesised this with data through
quantifying the spillover costs to society. The candidate
integrated their model through the comparisons of the prices




and quantities at the private and social equilibriums. DWL was
labelled correctly and integrated into analysis.

Both the LEV and HEV market models were drawn to compare
the impacts of the first policy on both (the question focussed
on the HEV market). The subsidy was drawn to decrease MPB
all the way to MSB, prices and quantities before and after the
implementation of this policy are synthesised into the analysis,
as is the elimination of the negative externality and the DWL.
The candidate could have explained why the spillover costs
were fully eliminated. The tax on the HEV market is drawn
correctly through a shift left of the MC curve, price and
quantity are also labelled and integrated into the analysis
correctly. DWL is fully removed, and spillover costs are
internalised, making the market allocatively efficient and
relating it back to the question.

The candidate evaluated the short-term and long-term
impacts on the market for HEVs of implementing these two
policies and integrated both their models and the resources
into this part of their essay. Here they explained the size of
the shifts of PMB (subsidy) and MC (tax) and the policies’
effectiveness to reduce the market failure in each case.

06

Page 19-20 contains an outstanding and sophisticated
analysis of the causes of the current account deficit. Each
component of the current account was analysed in detail,
integrated resource material, and used the candidate’s own
knowledge. The relative changes were clearly outlined, for
example balance of imported goods outweighs the increase in
balance of exported goods. Use of dollar values, rather than
just percentages, would have demonstrated more
sophisticated abstraction of the resource material.

The economic model and analysis of the impact of changes to
the United States interest rates on the New Zealand dollar is
comprehensively explained on page 21. Valid reasons were
given for both the changes to demand and supply and linked
to the depreciation of the dollar. This could have been
improved by discussing the link between demand decreasing
as less New Zealand dollars are converted / bought.

On page 21, the candidate provided a sophisticated
explanation of the further depreciation on the New Zealand
dollar caused by the current account deficit. This was
supported by an economic model, correctly showing an
increase in supply. A decrease in demand for exports was
explained and illustrated. However, this contradicted the
resource material, which identified an increase in exports. For
an outstanding score the relative shifts would be correct. The
combined impact of both events is correctly stated.




On page 22, the candidate provided a sophisticated analysis
and brief evaluation of the impacts of an appreciation and a
depreciation on the current account.

Overall, this essay was a 6 as the candidate produced a
sophisticated, logically developed, and complete economic
analysis. Supporting economic models were clearly illustrated
and graph references were integrated into explanations.

To achieve an outstanding score, further evidence of insight
or perception was required. An economic model illustrating the
combined impact of both scenarios, correctly identifying an
increase in demand for exports and incorporating relative
shifts, would have raised this to a score of 7. Similarly, the
evaluation could have referred to the elasticity of demand for
imports and exports, including examples from the resource,
and how this would affect the goal of reducing the current
account deficit. This would also have raised the score to an
outstanding score of 7.






