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Exemplar for internal assessment resource Economics for Achievement Standard 90987B 

 

 Grade Boundary: Low Excellence 

1. For Excellence, the student needs to demonstrate a comprehensive understanding of a 
government choice where affected groups have different viewpoints.  

This would typically involve: 
 

• providing a detailed explanation of how the economic decision is affected by 
limited means and/or scarce resources 

• identifying options and compromises by collecting information from groups 
with differing viewpoints 

• ranking options by weighting different costs and benefits 
• justifying a recommendation by providing detailed explanations of the 

weightings given to different costs and benefits. 
 

Comprehensive understanding is demonstrated by explaining why the government 
must make an economic decision in relation to reducing the budget deficit. The student 
has explained in detail how this decision is affected by limited means and scarce 
resources, and why this decision creates an opportunity cost (1).  
 
The student identified options and a compromise from collected information, and 
identified a compromise option from an article (2).  
 
The student covered the interviewees’ viewpoints, and incorporated information from 
the articles in the evaluation of the options, explaining the costs and benefits in terms 
of effectiveness, efficiency and equity (3).  
 
The ranking of the options, and the recommendation, are consistent with the 
cost/benefit analysis, and consistent with the weightings applied to costs and benefits 
(4).  

For a more secure Excellence, the student would widen the interviews to 
groups/individuals with different political viewpoints and ask the interviewees’ about 
possible compromises. This would achieve a more objective evaluation of costs and 
benefits and ranked options, and a justified recommendation based on weightings 
given to these costs and benefits. 
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Student 1: Low Excellence 
 
The New Zealand (NZ) government must make an economics decision on how they are going to reduce 
their budget deficit. The NZ government is currently in its highest deficit ever, of 16.7 billion dollars. If the 
government allows its deficit to grow, their credit rating will be downgraded, which will increase the cost of 
borrowing, and result in world lenders regarding NZ as having a higher credit risk. Other countries such as 
Greece and Ireland have fallen into this trap. The NZ government has a vast range of options available to 
them on how they can reduce the deficit (e.g. increased taxation, decrease government spending, increase 
GST, reduce benefits, increase excise tax, decrease subsidies, job creation to increase employment and so 
more PAYE revenue, tax higher income earners, capital gains tax, asset sales). However, it is not feasible 
for the government to undertake all these options due to limited means and scarce resources, like political 
support, and time as they want to achieve a surplus by 2014/15 and tax revenue constraints due to 
population size, and less personal and corporate tax due to the recession and weak economic recovery. 
Therefore, they have to make a decision on what option they will choose to reduce their massive deficit. 
The government will face the problem of opportunity cost, the real cost of an economic decision. Some 
areas of the government budget will suffer if they are to significantly reduce the deficit.  
 
Option 1: Reform social welfare system so that it is harder to access welfare. Reducing this area of cost to 
the government would be effective in reducing the deficit. Over a ¼ of government expenditure is in social 
welfare pay-outs, so making it harder to get social welfare would save the government money. The 
government could introduce means testing for student loans and the unemployment benefit, so only the 
people who really need these benefits get them. The government could also make people reapply for 
benefits more often. They could also make sickness beneficiaries have medical tests done more often, so 
when they are no longer sick they can go back to work. 
Option 2: Increase the GST rate so the government can gain more revenue to reduce the deficit. 
Option 3: (a compromise option) Increase GST except for essential products. E.g. milk, bread, fruit and 
vegetables. 
 
Option 1: Overhaul the social welfare system 
Effectiveness; this option would be a very effective way of reducing the deficit. In the 2005-6 financial year 
the NZ government spent 48.4 million dollars, and 14.3 million of this was spent on social welfare making it 
the single biggest expense (a benefit). There are no significant costs of making it harder to access social 
welfare (a cost). 
Efficiency; the majority of NZ’s population will not be affected by a change in the social welfare system, as 
less than 10% of the population receive benefits. However, it would help reduce the deficit and would not 
cause significant cost to the government if implemented. This may also increase employment levels, 
because people who lose their benefits will need to find jobs. (Benefits)  
It may be hard to introduce the social welfare changes. Many people who lose their benefits may find it 
hard to find jobs and adjust to not having a benefit. (Costs) 
Equity; this option is also fair because people who are truly desperate and who do not have a way of 
earning money can still get a benefit, but it will make it harder for people to abuse the system (a benefit). It 
could prove difficult to discriminate between people who truly need social welfare and those who don’t. 
There may also be poorer people with this option which some believe to be unfair (costs). 
Option 2: Increase GST 
Effectiveness; an increase in GST would be a very effective way of increasing the government revenue; 
everyone would be paying more tax through consumption so revenue would increase (a benefit). Increased 
GST raises the prices of products and services, so people will buy less from producers. While the 
government receives more revenue from GST they will lose corporate tax from businesses earning less 
revenue. They will also lose revenue from excise tax on items such as alcohol and cigarettes (costs). 
Efficiency; this method of taxation ensures that nobody can avoid it, people who earn income through cash 
payments and who do not pay income tax still have to pay GST (a benefit). An increase in GST will 
increase the costs of production for producers and GST raises prices so people may reduce consumption. 
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Student 1: Low Excellence 



This may cause some producers to close down, or they may cut jobs to reduce production costs, which 
would decrease employment (costs).  
Equity; this option could be considered fair because it affects all of the population so no one group of 
people avoids paying this tax (a benefit). This option could be considered unfair for poorer people because 
the GST rate was already increased last year and they would struggle with further increased costs. It is only 
poor people who suffer because high income earners can afford price increases (costs). 
Option 3: Increase GST on non-essential products only   
Effectiveness; this compromise would still increase the governments revenue but not as much as an 
increase in GST on all products. It would encourage people to buy products that have less GST on them, 
because there is a smaller per unit tax on these items, and the population will increase consumption of 
these products and the government will receive more tax on these products than before the change in GST 
(benefits). It will be less effective than an increase in GST on all products. It will result in a decrease in 
consumption, meaning that the government’s revenue from excise taxes and corporate taxes could 
decrease (costs). 
Efficiency; producers of the products without the GST increase will not suffer, and the amount of corporate 
tax they pay to the government will not decrease and may actually increase if demand increases (a 
benefit). The other producers will suffer from the increased GST and some will leave their industries, 
because of the increased cost of production and the decrease in consumption (costs). 
Equity; It’s fair because poorer people will still be able to afford the basics that they depend on. The GST 
will affect people who can afford to pay more, and the burden of the tax will be largely placed on people 
with more disposable income (benefits). It is unfair that some businesses will suffer from the increased GST 
and others will not. It may also be hard to decide what items will not be affected by the increased GST and 
which ones will be (costs). 
 
1. Reform welfare system; make it harder to get social welfare. 2. Increase GST. 3. Increase GST except 
on essential products. 
I recommend making it harder to access social welfare as the best and most effective way of trying to 
reduce the government deficit. Social welfare is the single biggest government expense, over a ¼ of total 
government expenditure. Therefore, making it harder for people to get social welfare will result in a massive 
cut in the amount government spends in this area. While other options such as increasing income tax and 
GST would be effective ways of increasing the government’s revenue many New Zealanders could not 
afford the increases. Increasing tax would slow down economy activity, while making it harder to get social 
welfare would not; this is why the social welfare option is more effective and efficient. 
I don’t believe that equity or fairness is very important when considering which option to choose; whereas I 
believe effectiveness and efficiency would be considered the more important factors. Even if equity was 
important in this situation, I don’t believe that increasing GST or income tax is fairer. The whole population 
would be affected by increased taxes, whilst less than 10% of people would be affected by changes in the 
benefit system. 
In conclusion, I recommend social welfare reform to reduce the budget deficit; this option is as, if not more 
effective than the increase GST options because it does not have the downsides (costs) that an increase in 
GST would cause. These costs include an increase in cost of production for producers, and less 
consumption by consumers, so the producers may have to cut jobs or even leave the industry, and the 
government would earn less revenue from excise and corporate taxes. Changes to the social welfare 
system would not cause these problems as it affects less than 10% of the population, and the benefits 
outweigh the costs. The government will spend less on transfer payments and may receive more tax 
revenue from people seeking employment who were previously on a benefit. 
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Exemplar for internal assessment resource Economics for Achievement Standard 90987B 

 Grade Boundary: High Merit 

2. For Merit, the student needs to demonstrate an in-depth understanding of a 
government choice where affected groups have different viewpoints.  

This would typically involve: 
 

• providing a detailed explanation of how the economic decision is affected by 
limited means and/or scarce resources 

• identifying options and compromises by collecting information from groups 
with differing viewpoints 

• ranking options on the basis of the costs and benefits 
• justifying a recommendation by referring to the relative costs and benefits. 

 

In-depth understanding is demonstrated by explaining why the government must make 
an economic decision in relation to reducing the budget deficit. The student has 
explained in detail how this decision is affected by limited means and scarcity, and why 
this decision creates an opportunity cost (5).  
 
The student collected information, which included various articles and interviews, 
gathered different viewpoints, and identified options and a compromise from this 
information (6).  
 
The student incorporated evidence from the collected information into their 
explanations of how and why some costs and benefits outweigh others, in terms of the 
factors of effectiveness, efficiency and equity (7). The student has also justified the 
recommendation by referring to the relative costs and benefits (8).  

To reach Excellence, the weightings need to be explained in detail, for example, 
explaining how the main factors of effectiveness, efficiency and equity influenced the 
weightings given to costs and benefits, and why some factors were considered more 
important than others would be explained. 
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Student 2: High Merit 
 
New Zealand (NZ) is currently running a deficit budget of approximately 16 billion NZ dollars for 2011 or 8-9 
percent of Gross Domestic Product (GDP). A deficit is a situation where the government is spending more 
over a time period than they are earning over the same period. The government needs to make a choice on 
how they are going to get rid of the deficit and obtain a sustainable surplus. A choice must be made 
because the government has a range of potential solutions available to them to implement, however they 
only have a limited amount of means to invest in a solution. The NZ government now faces the problem of 
scarcity where a choice between two or more alternatives is necessary. The range of options that the 
government has includes raising income tax or tax on substances like tobacco and alcohol, introducing a 
compulsory capital gains tax, decreasing government spending, or the selling of assets. The opportunity 
cost will be the next best alternative foregone when the choice of action is made. E.g. If the government 
decides to implement and enforce an increase in income tax they will have less resources that could be 
used on the sale of assets which could have been the next best alternative. 
 
Decrease government spending (option 1) 
The NZ government is currently running a deficit because it is spending about 16 billion dollars more than it 
is earning annually. A potential way to put NZ back on a surplus by 2014/2015 would be to decrease 
spending to lower than our annual revenue. 
Increase Income taxes (option 2) 
A potential solution for the NZ government deficit would be to increase income tax rates for all income 
levels. The increase in revenue could be used to cover our 16 billion dollar annual deficit. 
Increase Income tax on only top income earners (a compromise option) 
The people of NZ with lower income levels need all the income they can get to have a decent life-style. In 
order to make a better solution, the government could instead increase taxes on a specific group of high 
income earners. A compromise to the original option would be to increase taxes on New Zealanders who 
earn over 200,000 per year to 40-45% so that the government’s income tax revenue increases. 
 
Option 1: Decrease government spending  
Effectiveness; if government expenses decrease then the annual budget will become closer to a surplus 
than before assuming revenue stays the same. If the government decreases spending it will show 
consumers that there is a serious issue here which they could help address by actively looking for work if 
unemployed (benefits). 
If the government cuts expenses like subsidies, it is likely that revenue will decrease as a result. This is 
because the extra supply from previous subsidises will decrease therefore less revenue will be made from 
GST. The decrease in spending may not be able to cover the whole deficit as many government funded 
programs are essential and cutting them could lead to more serious problems E.g. Healthcare (costs). 
Efficiency; decreasing government spending would be far easier and cheaper than having to decide and 
enforce a tax increase. A decrease in spending may be able to encourage people on welfare to work 
towards getting a better job as they won’t make as much from welfare benefits if at all (benefits). 
Many groups and political parties will argue over what needs to be cut and what doesn’t. It may take years 
for the government to decide on the cuts it needs to make in order to cover the 16 billion dollar deficit 
without reducing income earned either. If the government focuses on reducing expenses, they would not be 
able to introduce an increase in GST or income tax as it would cost more money to enforce. One of the 
other options would be the opportunity cost (costs). 
Equity; many companies that were previously being subsidised will possibly no longer be benefiting from 
government hand-outs which is fair towards companies that previously weren’t subsidised (benefit). 
Removing a subsidy from a company which relies on it to operate wouldn’t be fair to that company (cost). 
Option 2: Increase income tax 
Effectiveness; the government will be getting more revenue from income tax and therefore will have 
enough revenue to cover its expenses and even maybe run a surplus. The government will not need to cut 
any expenses thus lifestyle for New Zealanders will remain relatively the same (benefits). 
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Higher tax rates discourage people to work in NZ as they won’t be able to make as much income as 
desired. People may leave to work overseas and thus no longer be providing revenue for the government. 
Enforcing a higher income tax rate will be costly to the government, lowering the amount of revenue earned 
from this solution. People on minimum wage jobs may not be able to earn a living on new tax rates and will 
require welfare benefits (costs). 
Efficiency; an income tax increase would very quickly raise government revenue to match the deficit 
amount (benefit). After deducting the amount of revenue lost from people leaving the country to work 
somewhere else, the amount of revenue gained from the tax increase could be less than satisfactory (cost). 
Equity; everyone’s taxes will increase so every member of NZ contributes to getting us out of a deficit, not 
just one group of people (benefit). A lot of people will complain and say that we will be paying too much in 
income taxes (cost). 
Option 3: Increase income tax on top income earners only 
Effectiveness; an increase in income tax for top income earners will raise a large amount of revenue 
without increasing the burden of tax that the poorer people of NZ already have (benefit). The bigger NZ 
businesses and skilled workers that earn a lot of income each year will be encouraged to work overseas 
where they aren’t targeted to pay a higher percentage of tax. People will be discouraged from working 
towards a higher wage because they will be taxed more (costs). 
Efficiency; an increase in tax for only the top income earners of NZ would be cheaper to enforce than an 
increase in income tax for all income levels so the government will save money (benefit). NZ could lose a 
lot of potential income from the workers that decide to move away from NZ (cost). 
Equity; many people would consider this solution the most fair as New Zealanders who have more financial 
power should have a larger responsibility to help put the government back to a surplus (benefit). The more 
wealthy members of NZ will argue that it is unfair that they work harder to drive the economy and are also 
the ones that have to pay the largest percentage of income tax (cost). 
 
1. (Recommendation) Reduce government spending. 2. (Opportunity cost) Increase income tax on top 
earners only. 3. Increase income tax. 
Both a decrease in government spending and an increase in government revenue will lower the deficit 
amount and bring the country closer to a surplus. However, raising income tax for all may make many New 
Zealanders who live on a minimum wage fall into requiring government welfare. This is a serious concern 
as the solution of increasing tax may result in a corresponding increase in government spending which 
dilutes the benefits of the solution. Also, raising income tax on top income earners would encourage skilled 
workers to leave NZ. A simpler step to reduce the deficit is to cut unnecessary spending and any expenses 
that don’t benefit the government in some way, and work towards a surplus.  

Each of the options has significant costs that outweigh the benefits…  

Decreasing government spending is the fairest option as no individual is expected to carry more of the 
responsibility over another group unlike the increase in tax for only high income earners…  

Overall, the decrease in government spending emerges as the best policy as it is the most effective and 
has the least long term consequences like people moving overseas.  

Ranked last is raising taxes for everyone as it wouldn’t be fair for struggling families and low income 
earners. Raising tax on top income earners is the opportunity cost in this situation as it is preferable to most 
people above raising income tax for everyone.       
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Exemplar for internal assessment resource Economics for Achievement Standard 90987B 

 Grade Boundary: Low Merit 

3. For Merit, the student needs to demonstrate an in-depth understanding of a 
government choice where affected groups have different viewpoints.  

This would typically involve: 
 

• providing a detailed explanation of how the economic decision is affected by 
limited means and/or scarce resources 

• identifying options and compromises by collecting information from groups 
with differing viewpoints 

• ranking options on the basis of the costs and benefits 
• justifying a recommendation by referring to the relative costs and benefits. 

 

The student has demonstrated an in-depth understanding by explaining why the 
government must make an economic decision in relation to reducing the budget deficit, 
and explaining in detail how this decision is affected by limited means and scarcity (9).  

The student has collected information, which included various articles and interviews, 
gathered different viewpoints, and identified options and a compromise from this 
information (10).  

The student incorporated evidence from the collected information into explanations of 
how and why some costs and benefits outweigh others in terms of the factors of 
effectiveness, efficiency and equity (11).  

The student has also justified the recommendation, implying that various benefits 
outweigh costs, and summed up the costs and benefits of each option in the 
recommendation (12).  

For more secure Merit, the student would understand the main factors involved in 
making the economic decision. For example, correctly identifying the equity of identified 
costs and benefits when evaluating the options, and understanding the difference 
between effectiveness and efficiency (11). Additionally, why the economic decision 
creates an opportunity cost would be explained (9). 
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Student 3: Low Merit 
 
New Zealand (NZ) has an economic decision to make of reducing the government deficit and it’s affected 
by limited means and scarce resources; such as limited income and unlimited wants causing the 
government to exceed their budget. The government has an economic decision to make and making the 
decision will mean there will be an opportunity cost. The current deficit is at $18 billion, and the budget is 
running at a deficit of 8 to 9 percent of GDP. There are a number of things that can be done such as 
introduce a capital gains tax, increase GST, asset sales, and cut government spending on things like the 
NZ army or NZ Welfare system. Each option has positives and negatives; therefore a decision has to be 
made to choose the best option in reducing the government deficit. The government has limited means and 
scarce resources therefore have to pick the best method of reducing the deficit. 
 
Introduce a capital gains tax (CGT); Asset sales; Exempt family homes from CGT (compromise) 
 
Option 1: Introduce a CGT 
Effectiveness; if a CGT was introduced it would mean there would be a tax of 15% on all investment 
properties sold excluding family home which would provide estimated revenue of $4.5 billion dollars a year. 
A CGT would provide the government with revenue, which can be used to decrease the government deficit. 
The tax would only affect investment properties excluding family households which still means families’ can 
sell their homes without paying the tax. 
Efficiency; could take a while to implement the tax as some political parties are against the idea. Property 
prices could increase due to the tax increase, meaning less consumption. Another issue is it could take 15 
years to raise any significant revenue. Once implemented every year will make a difference to reducing the 
government deficit after 15 years it could really make an impact. 
Equity; it’s unfair on people that have invested a lot of money in assets, wanting to get a satisfactory return 
on their investment once sold. People may not sell assets until they know they can get a decent enough 
return after tax, meaning fewer properties could be sold. Voters say that its unfair people should get taxed 
on assets sold and it’s not enough to reduce the debt. 
Option 2: Sell state assets 
Effectiveness; it would only be effective in the short term, and will mean New Zealanders would lose out on 
assets owned by and paid for by New Zealanders. It means the government would lose out on sources of 
income from power companies, airlines, etc. Will provide government with a flow of income right away once 
sold and could significantly reduce the government deficit. 
Efficiency; once we have used the money from the sale we would have nothing as we lose the on-going 
income source to the new asset owners. It also means there would be a loss of jobs for New Zealand 
workers and profits would go to overseas investors who own the assets. The money can be used to reduce 
the deficit and help get the deficit down in a shorter amount of time, when assets are sold income in larger 
amounts would help reduce the deficit quicker. 
Equity; it will cost an estimated $350 million dollars in fees getting the assets sold, and time and tax payers 
money would be used in getting the assets sold. Some voters want to keep NZ owned assets. Other voters 
agree with the idea of asset sales. 
Option 3: Family homes be exempt from CGT 
Effectiveness; the government will lose out on an estimated 4.5 billion dollars (cost). People can still sell 
family homes and not worry about paying a tax. 
Efficiency; the government will lose out on a chunk of money and it would take twice as long to start 
earning a revenue from CGT. People will accept this tax as it doesn’t affect everyone only people with 
investment properties. 
Equity; this compromise will really affect people wanting to sell investment properties and wanting to get a 
decent return on the money they have invested. The government can earn revenue from the sale of 
investment properties. 
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1. Introduce a CGT. 2. Asset sales. 3. Family homes be exempt from CGT 
I think the government should introduce a CGT to help earn revenue in the long term to help reduce the 
deficit; however this would take an estimated 15 years till it starts to earn any significant revenue. If the 
government decided to sell assets it would provide the government with a quick flow of income and can 
really get the deficit down. This is only a short term fix and the government would lose a major source of 
income. Locals will also lose jobs if this were to happen, which could increase the unemployment rate, 
therefore increasing the budget deficit as more people will be on the benefit. 
Asset sales is the most efficient option as it can be done quicker and can get the job done in a much 
shorter amount of time, however it is not the best option long term. It could also take a while for CGT to 
take place because some political parties are against the idea saying it is not enough to reduce the deficit, 
and would take too long before it made any difference to the budget. 
CGT is the equitable option as you lose out on a chunk of money through asset sales; to get the assets 
sold it costs an estimated 350 million dollars which would increase the deficit. For a CGT it’s unfair on 
people that have invested a lot of money in assets, wanting to get a satisfactory return on their investment 
once sold. A compromise that can be made with the CGT is that family homes will be exempt from the tax. I 
think this is a very good idea because families won’t have to pay a tax from selling their homes. However, 
doing this does mean it will take twice as long for the government to earn any significant revenue in 
bringing down the deficit and is more of a long term fix. 
Overall I think the best idea is to introduce a CGT. I think it’s the best option as the costs are minimal and 
can bring in revenue to help reduce the deficit and it will be a solution in the future and means we can keep 
state assets. My second option is asset sales as it can reduce the deficit in a shorter amount of time and 
can get the job done, however, it means we will lose a main source of income and it’s only a short term fix 
and will cost money getting assets sold. My last option is Family homes be exempt from CGT as this would 
mean people who are not property investors do not have to pay CGT on their family home.   
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Exemplar for internal assessment resource Economics for Achievement Standard 90987B 

 Grade Boundary: High Achieved 

4. For Achieved, the student needs to demonstrate understanding of a government choice 
where affected groups have different viewpoints. 

This would typically involve: 
• describing or providing an explanation of the economic decision the 

government must make 
• identifying options by collecting information from groups with differing 

viewpoints 
• identifying the costs and benefits of options 
• providing an explanation of a recommendation on the option the government 

should choose. 
 

The student has demonstrated understanding by explaining why the government must 
make an economic decision in relation to reducing the budget deficit, and has 
described how this decision is affected by limited means and scarcity (13).  
 
The student collected information, which included various articles and interviews, 
gathered different viewpoints, and identified options and a compromise (14).  
 
The costs and benefits were measured against the factors of efficiency, effectiveness, 
and equity in the evaluation of options (15), and the recommendation is consistent with 
the evaluation of the options (16).  

To reach Merit, the student would explain in detail how the economic decision is 
affected by limited means and/or scarce resources. 

The student would also be able to correctly identify whether the different costs and 
benefits were efficient, and/or effective, and/or equitable. Additionally, the student 
would explain in the recommendation how and why some costs and benefits are more 
significant than others. 
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Student 4: High Achieved 
 
New Zealand’s (NZ) budget is based on too much spending over its revenue. To reduce the budget deficit 
the government has to decrease its spending. There are some options to do this; increasing taxes on 
products like cigarettes and alcohol; increasing income tax; decreasing subsidies; decreasing spending on 
welfare; increasing capital gains tax (CGT).  
There are limited means and unlimited needs and wants, the limited means are the money the government 
can spend and the ways to solve the problem. Unlimited needs and wants are all the things they would like 
to be able to spend money on but can’t and this is due to scarcity. And people will make compromises if it 
does not affect them too much.  
 
Decreasing spending on welfare; Introducing CGT because this never existed before, by putting on a CGT 
the government can increase its revenue very fast and effectively. Excluding the family home from the CGT 
would be the compromise. 
 
Option 1: Decreasing spending on welfare 
Effectiveness; this will not completely reduce the budget deficit of NZ but will make the government’s 
economic position better. Government pays a lot to provide help for people who do not have a job or cannot 
afford most important things in their life like food and shelter. Decreased spending on welfare will decrease 
the problem of the overspending of the government. People will get the message that it’s time to find a job 
and start doing something about their lives to live like other people. 
Efficiency; this method to reduce the budget deficit will be costly to introduce because there are a lot of 
people paid welfare by the government. If the government stops paying welfare or decreases the amount of 
money to spend, people will not have enough money to keep living as before which means those people 
are affected really badly. If the revenue gained by reducing spending on welfare is used to support the 
government at this point of time e.g. paying loans back to the countries the money was borrowed from that 
means that the money is being used to reduce debt. 
Equity; reducing welfare spending will not just affect those without a job but also those who are invalids. If 
government makes people work for the benefit, then those who are invalids cannot do physical work and 
this is unfair. It is not fair that those people do nothing and are getting paid, so it is fair to look at stopping 
this. 
Option 2: Introducing a Capital Gains Tax (CGT) 
Effectiveness; a CGT will make property sellers pay this tax so the government revenue can be increased. 
The CGT will increase government income which is needed. Revenue earned from CGT can be used to 
reduce the budget deficit. 
Efficiency; property owners could raise the price for renting so people might not have enough money to pay 
the increased rent and may have to take out loans. People working in this industry may lose jobs as some 
firms leave or reduce the number of workers and this would cost the government a lot. CGT increases the 
government’s income but also increases the price for properties and decreases demand for the properties 
due to the Law of Demand. 
Equity; the higher price to be paid by property buyers or renters is unfair, and it does not affect many 
people or businesses. No benefit. 
Option 3: Compromise for a CGT 
Effectiveness; exceptions for people (families) who sell their houses and want to buy another one means 
they do not have to pay tax on their sold property, because if they paid tax they might not have enough 
money to buy a new one. The benefit is that the houses are always on the market and are always in 
demand and so the firms in that industry have a consistent business and will be able to pay CGT. 
Efficiency; the government would lose a lot of revenue because of this exemption. There will be no 
exemptions for companies and firms who will have to pay this tax and it would cover all of them. 
Equity; firms (companies in that industry) have to pay CGT which is normal but the people (families) do not 
have to pay because their situations might be critical. There will be no people (families) asking for loans to 
pay the tax, which is good because the government is not able to give any loans.  
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Student 4: High Achieved 



 
1. Reduce spending on welfare.  2. Introduce a CGT. 3. Compromise option. 

In terms of effectiveness making people work to earn their own money will decrease the amount of people 
receiving welfare. This will reduce the welfare spending which means that the government will not be 
paying any money to the people for nothing. Also in terms of effectiveness decreasing spending on welfare 
will increase employment, which means that there will be more people working, so more people earning 
money, so more people consuming products.  
The usual tax still exists, so the more people consume the more GST and PAYE the government will 
receive. The more the consumption, the more products are needed. The more products demanded the 
more supply increases. More supply increases the revenue to the government, and the NZ dollar will get 
stronger which will make the economic position of NZ better, which is desired. 
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Exemplar for internal assessment resource Economics for Achievement Standard 90987B 

 Grade Boundary: Low Achieved 

5. For Achieved, the student needs to demonstrate understanding of a government choice 
where affected groups have different viewpoints. 

This would typically involve: 
 

• describing or providing an explanation of the economic decision the 
government must make 

• identifying options by collecting information from groups with differing 
viewpoints 

• identifying the costs and benefits of options 
• providing an explanation of a recommendation on the option the government 

should choose. 
 

The student has demonstrated understanding by describing an economic decision that 
the government must make in relation to reducing the budget deficit (17). The student 
collected information, which included various articles and interviews, gathering different 
viewpoints.  

The options were identified from the collected information (18) and the student has 
identified benefits and one cost of decreased business profit for ‘option 1’, and benefits 
and costs for ‘option 2’ (19). The recommendation has also been explained by 
comparing the two options, and is consistent with the evaluation of the two options 
(20).  

For more secure Achieved, the reasons for the economic decision would also be 
described or explained. Additionally, other costs of ‘option 1’ would be identified, e.g. 
there would be a decreased demand for labour, and some firms would need to reduce 
staff numbers to stay in business, therefore increasing unemployment.  

More of the relevant information from the interviews and articles collected from groups 
with differing viewpoints would be used, to reach a more objective evaluation of the two 
options and recommendation. 
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Student 5: Low Achieved 
 
The limited means in this situation is money. The economic decision is finding the best possible way to 
spend the $5,000, and the two suggested options are new projectors or new sports equipment. 
 The board must decide what to spend the money on, making a decision that is best for the school. 
 
Some of the main factors I will consider will be sport being a very important part of school, but equal with 
other classes that use projectors. The amount of money that there is to spend is also something to 
consider. There is only a limited amount of money to go around and it has to be spread evenly.    
 
The different viewpoints are from an IT teacher and from a sports teacher. The IT teacher said that the 
$5,000 would be well spent if they could buy 5 more projectors for the school. The sports teacher said that 
the money would be well spent if they could buy some more sports gear for students. They think that the 
sports gear would be good when representing our school. The IT teacher said projectors would be good 
because it would make student learning time easier. 
They are both prepared to make compromises. The IT teacher said that some of the money could be spent 
on 3 projectors and the rest of the money could go on the sports gear. The sports teacher said that $3,000 
could be spent on sports gear and $2,000 on projectors, but would be happy with half each. 
      
 
Some of the benefits of having good looking sports gear are when people see our teams at a sporting event 
they will think that our school takes pride in how we represent ourselves. Some of the costs are they can 
only order the sports gear in small amounts, so it would cost a lot to do it that way. 
Some benefits for projectors are that it makes it a lot easier for a teacher to show a class something on a 
big screen rather than printing it out and the students just having paper. Some costs are that projectors only 
last about 5 years so they are replacing them a lot. Plus the school would spend a lot on paper, if they don’t 
get projectors; this is bad for the environment. 
 
My best ranked option is a compromise where both departments get half each; next would be the next 
compromise of PE getting $3,000 and IT getting $2,000; third would be the sports department getting it all, 
because PE is important; fourth is the IT department getting it all, because projectors are important to all 
the school. 
My recommendation of a decision to the Board is that both departments get half each, because spreading it 
out evenly treats everyone fairly. This way they can’t complain of being treated unfairly and I give my 
recommended option a weighting of 8/10 because it is beneficial to all of the school.   
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Student 5: Low Achieved 



Exemplar for internal assessment resource Economics for Achievement Standard 90987B 

 Grade Boundary: High Not Achieved 

6. For Achieved, the student needs to demonstrate understanding of a government choice 
where affected groups have different viewpoints. 

This would typically involve: 
 

• describing or providing an explanation of the economic decision the 
government must make 

• identifying options by collecting information from groups with differing 
viewpoints 

• identifying the costs and benefits of options 
• providing an explanation of a recommendation on the option the government 

should choose. 
 

Understanding has been demonstrated by partially describing an economic decision 
the government must make in relation to reducing the budget deficit (21). The student 
collected information, which included various articles and interviews, gathering similar 
viewpoints, and has identified two options from the collected information (22).  
 
The student has identified costs and benefits for the first option, and costs have been 
identified for the second option (23). The student has also provided a brief explanation 
for the recommendation.  
 
To reach Achieved, more explanation is required in the recommendation (24). 
Additionally, the student needs to identify benefits for the second option, for example, 
with a sentence such as ‘increasing income tax increases government revenue, which 
would help reduce the budget deficit, and it’s arguably fairer and more efficient as all 
taxpayers share responsibility for reducing the deficit rather than a small group of New 
Zealanders’.  
 
More objectivity is needed, as the student has identified, evaluated and recommended 
an option presented from one viewpoint, and the standard requires students to collect 
and examine different viewpoints of groups affected by the government choice. 
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Student 6: High Not Achieved 
 
The government deficit in New Zealand, estimated to be $18 billion requires a government decision on 
what methods should be used to reduce this deficit. The government has a range of options available, (e.g. 
cut government spending or increase tax).  
 
One option is decrease government spending and the other is to increase income tax. 
 
Option 1: Decrease government spending 
Possible social unrest. As time goes on it will continue to benefit the country. Possibly reacting to social 
issues rather than being proactive. It will put more emphasis on the private sector rather than the public 
sector. Short term it will be difficult but long term it will benefit low income earners by making them more 
self-reliant. It will be a fairer system as the wealthier will not be paying twice for health and education 
services. 
Option 2: Increase income tax 
Poorer due to higher income taxes, higher compliance costs and would make more workers go overseas. 
No Benefits. 
 
Recommendation is cutting government spending; this would help the country because it could be done 
quickly and easily and so therefore would be effective. It would also help the country because we would 
have more money to spend and we wouldn’t have to always keep borrowing money. It would be good 
because the low income earners will learn to be more self-sufficient and this will assist them in the long 
term. 
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Student 6: High Not Achieved 


