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Outstanding Scholarship Exemplar 

Mark: 21/24 

Question One 

The candidate produces and effectively communicates a sophisticated economic 
analysis of the allocative efficiency of Transpower as a natural monopoly and of 
possible pricing regulations, by applying appropriate microeconomic theory. The 
answer demonstrates perception and insight. 

The candidate provides a detailed explanation of why Transpower is an example of a 
natural monopoly (Page 3). The candidate provides a definition of a natural 
monopoly and a reason as to why this is applicable to Transpower. This has been 
supported with evidence from the resource material. 

An accurate model has been provided (Page 3) and the shape and/or placement of 
the curves has been adequately explained (Page 4). Additionally, Transpower’s 
allocative inefficiency when operating at profit maximisation has been identified and 
described. 

An analysis of Average Cost Pricing has been provided (Page 5). The candidate has 
explained the Commerce Commission’s strategy, referencing the resource material 
and an appropriate model (Page 5). The impact on Transpower has been accurately 
described. 

Marginal Cost Pricing has also been analysed (Page 6). The explanation references 
an appropriate model (Page 5), and the impact on Transpower is also accurately 
described. 

An evaluation of the extent to which the Commerce Commission regulation of pricing 
of Transpower would allow allocative efficiency to be achieved in the market has 
been provided. 

Overall, the essay is judged to have reached Outstanding Scholarship standard 
because the analysis was convincing and economically literate, and the resource 
material was integrated effectively. A more thorough explanation of the placement of 
the marginal revenue and the existence of a deadweight loss using marginal analysis 
would have led to a higher grade. 

 

 

Question Two 

Overall, the candidate has produced an effective and sophisticated analysis of the 
causes and effects of climate change and of economic policies to slow down climate 
change. The candidate has effectively integrated the resource material; shown 
independent thought in the analysis; and produced a logical, clear, and economically 
literate answer. The candidate could have improved this further by omitting some 



errors in their understanding of how allocative efficiency relates to the market in the 
case of externalities and by better explanation around the idea of the environment 
being seen as a public good. 

The candidate explains the connection between greenhouse gas emissions, climate 
change, negative externalities of production and consumption and market failure in 
some depth (Pg 11 & 12). They correctly illustrate these externalities, accurately 
combining the illustration of consumption and production externalities on the single 
model to correctly illustrate the socially desirable quantity and price, showing a 
sophisticated degree of understanding of the model (though incorrectly identifying 
the area of deadweight loss and confusing the idea of allocative efficiency in a 
market where externalities exist). 

The candidate provides a brief, broad explanation of why the environment may be 
considered to be a public good. This could have been improved by more specifically 
connecting the characteristics of a public good to the features of the environment (Pg 
12 & 13). They provide a sound explanation of why there has been a delayed 
response to climate change, though again this would have been enhanced by 
specific connection to the features of a public good. 

The candidate provides a sophisticated analysis of the pros and cons of an 
emissions trading scheme, recognising the potential impact on both production and 
consumption externalities and some potential limitations of the scheme (Pg 14). This 
could have been strengthened further by considering the potential for the emissions 
trading scheme to support firms generating positive externalities such as forestry 
companies. 

The candidate similarly provides a sound analysis of the pros and cons of a carbon 
tax, effectively incorporating resource material and recognising the potential impact 
on both production and consumption externalities (Pg 15). 

 

Question Three 

The candidate produces and effectively communicates an outstanding and 
sophisticated economic analysis of the short-term and long-term economic impacts 
of different options for utilising the government operating balance surplus, by 
applying macro-economic theory. The essay contains most of the requirements for 
Outstanding Scholarship but, however, deals inadequately with one essential point. 
 

The introduction is adequate, though the candidate did not explain in detail the 
reasons why a surplus would be more difficult to achieve in an economic downturn. 
The candidate draws a diagram of the business cycle which could have been used to 
reinforce this point (pg 19). 
 

  



The candidate explains how the government’s increasing expenditure on 
infrastructure development will cause both aggregate demand and aggregate supply 
to increase. The candidate explains how the changes to productivity will have a long 
term impact on the economy. This demonstrates a level of economic insight. An 
aggregate demand/aggregate supply model is drawn that illustrates an increase in 
real GDP (pg 20). 
 
The candidate provides an explanation as to how a cut in personal income taxes will 
cause an increase in aggregate demand. The candidate also explains how the 
multiplier effect will also enhance this policy. The candidate explains how the 
government revenue will not decrease significantly, which is an important 
consideration. An aggregate demand/aggregate supply model is drawn that 
illustrates an increase in real GDP (pg 21). 
 

The candidate writes an explanation as to how reducing public debt levels will have a 
positive effect on the economy. The candidate provides some insight into how this 
may cause the credit rating to improve and the consequences to the economy of this 
improved credit rating. The candidate draws an aggregate demand/aggregate supply 
model to show how lower borrowing costs will cause an increase in aggregate 
demand and an increase in aggregate supply (pg 22). 
 

The candidate explains how contributions to the superannuation fund will lead to less 
reliance on foreign investment. This would allow greater resilience of the economy in 
the event of an economic shock. This paragraph shows a degree of sophisticated 
economic analysis of the long-term impacts of usage of the budget surplus (pg 23). 
 

The candidate has written a convincing conclusion (pgs 23-24) in which they weigh 
up the different options to use the budget surplus. This conclusion demonstrates 
independent reflection and extrapolation. The candidate also shows they have a high 
level of economic literacy by integrating sophisticated theories into their analysis. 
 

Overall, the essay was judged to have met the criteria for Outstanding Scholarship. A 
stronger essay would have included a greater level of integration of resource 
materials and would have been slightly more coherent. 
 
 

 

 

 




