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Level 3 Economics 2025
91399 Demonstrate understanding of the efficiency 

of market equilibrium

Credits: Four

Achievement Achievement with Merit Achievement with Excellence
Demonstrate understanding of the 
efficiency of market equilibrium.

Demonstrate in-depth understanding of 
the efficiency of market equilibrium.

Demonstrate comprehensive 
understanding of the efficiency of 
market equilibrium.

Check that the National Student Number (NSN) on your admission slip is the same as the number at the 
top of this page.

You should attempt ALL the questions in this booklet.

If you need more room for any answer, use the extra space provided at the back of this booklet.

Check that this booklet has pages 2–14 in the correct order and that none of these pages is blank.

Do not write in the margins ( ). This area will be cut off when the booklet is marked.

YOU MUST HAND THIS BOOKLET TO THE SUPERVISOR AT THE END OF THE EXAMINATION.

SUPERVISOR’S USE ONLY

Draw a cross through the box ( )  
if you have NOT written in this booklet

+

No part of the candidate’s evidence in this exemplar material 
may be presented in an external assessment for the purpose 

of gaining an NZQA qualification or award.
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QUESTION ONE: Indirect tax and elasticity of demand 

The purpose of an indirect tax, such as an excise duty, is to discourage the consumption of goods that 
may have negative health or social impacts, and to generate revenue for the Government. 

Graph One shows the effect of an indirect tax placed on a good with inelastic demand. 

Graph Two shows the effect of an indirect tax placed on a good with elastic demand. 
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(a) Complete Table One below by using the letters or labels in Graph One and Graph Two to 
identify the changes in surpluses, Government tax revenue, and deadweight loss. 

Table One 

Graph One Graph Two 
(inelastic) (elastic) 

Decrease in consumer surplus \l,�1�
1

� �'I- I E.f ·."(, 

Decrease in producer surplus �e .. �,c .�> (�.f,0.,f� 
Tax revenue \ \ \ t c_, �) ��i.e:.0.1 
Deadweight loss �t� (,r.C,. 
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Refer to Graphs One and Two and Table One in your answer to part (b) below. 

(b) (i) Explain why the impact on consumer surplus is greater when demand is inelastic 
compared to when it is elastic. In your answer, include the definition of inelastic demand 
and a reason for demand being inelastic .

\�\C\s\i c., c\e.MC\r6 ,, de.tv'Q-J\c\ for c. j�i Dr se.C\/,C.e
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J<c.f� o./\e./�(C\tAcv\'h1�
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o-lco\..o\ , Ojc')\(eftc>. 
Suf�\�5 (cs) i, 

te..vi v:�...., JkM <e) ./\U<'. S' .J'4c\._ c;) 

C..vW\��
VL_j

. \h<.. Je.c..C'ec...S <. .� COcAS'--"""'l�J 81R.W' 

'MMc� � '"' yc,r� OV\<l.��

�"" 0�� Z OJ fto¼c�f'J c�"' �s.1

f\1\0('� of' �le. �� O<'I {-c CC>APMen w,��� b.,.,� o.s�

� s'v�LMs. \3��.H- �"'e. ck�II\J 1 � inelP-5\�c, pr�cer.1
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e. °' \.tw��er ff,c� C\ ... ,c\ Q�1lc �\.,,� IP)5 o( ��Me/'

<�<e�s 1J> w�ec � 1¥\e��c J.eiMP\'f\� ,, ��c�
�:}� c_ iV\t.\� 

\.c�er °'MO<,,.V\d- c,\ '\,l.<Ol>"'ti!'_) (Ge.-o 1 ( Qc -G?) a.� � 
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( Question continues on the next page ► )
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(ii) Explain whether the Government would place the indirect tax on an elastic or inelastic
good, if its objective was to:

generate revenue 
discourage consumption . 

.-\o ')U\er�t R\Je.�(Ae 
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\sA� M� CA _:)r�� �C�I\ 'i? 0 ��c: <L-) 
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This page has been deliberately left blank. 

The assessment continues on the following page . 
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QUESTION TWO: Tariffs 

Although New Zealand generally aims for a free and open trade environment with 

relatively low tariffs, some goods, like textiles and dothing, continue to be subject to 
tariffs to protect domestic industries. 

Graph Three: The New Zealand market for textiles and clothing 
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(a) On Graph Three above, show the effect of imposing a tariff on the market for textiles and
clothing by:

indicating with dotted lines the new quantity demanded (label Qd) and the quantity 
supplied (label Qs) 

• shading the:
new consumer surplus b 

• new producer surplus a111111111111111D
tariff revenue u:=f==u
deadweight loss � �

labelling all changes. 
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Refer to Graph Three, the resource material, and the changes you made in (a) on page 6 in your 
answer to part (b) below. 

(b) Explain the impact of the tariff on the market for textiles and clothing on the following:

Consumers

� "C\ft\\ OV\ \k, �rk('..\ (or �exil l('.,5 0-V\c\ clo¼�'""� ea� °'
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�Ov\-'\ r� �c> f � •f'�ci\{ C,jl-t�V\ �C. �(,� \} \� �.i:t.,\ • ltt1J
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fl\c.c C�V-v'lllecj t,,.J<U'e- W\\\� t fb.J o-�\ vhJ \kj oc��
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� \o o. dec-rcc..'5<- , "" CoA'SCAIM<-1' S\-"<fW 

Producers, including any difference in impact on New Zealand producers of textiles and clothing 
and importers of textiles and clothing 

\V\(_ ·\� (, \I/\ �c.e e)f {J<!5 6.� ebt�\� fcM \W 10 
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( Question continues on the next page ► ) 
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The Government 
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Allocative efficiency 
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QUESTION THREE: Subsidy 

A subsidy plays an important role in improving New Zealanders' access to affordable 
and effective medicines. Without a subsidy, the market for medicines is likely to face a 
shortage. 

(a) (i)

Price 
(S) 

Graph Four: The market for medicines 
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On Graph Four above, use dotted lines to show the resulting shortage of medicines that 
might occur at price P

1
. Label the shortage and the corresponding Qd and Qs. 
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Better health outcomes for New Zealanders now would mean less cost pressure on
the health system in the long term. This is a good justification for the Government to 
continue funding the subsidy for medicines. 

(iii) On Graph Four on page 10:
add one new curve to show the effect of a subsidy that would remove the shortage 
from the market of medicines; label the curve 
shade and label the area that represents the total cost of subsidy to the Government 
show the price producers receive after the subsidy (label Pp) 
mark the area representing the deadweight loss with the letters A, B, and C. 

Refer to Graph Four and the resource material in your answer to part (b) below. 

(b) Explain the impact of a subsidy on the market for medicines on the following:

Consumers

� Sc>J)$tc\j Co..u5CS a.V\ ,V°'IC�� '"' CO'ASCAI/V'e.<' Su{�.u . 
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The Government, including how it justifies the continued funding of medicine subsidies despite 
funding pressures 

�l- �t.((\Me"l �.\ k �s id) cX �¼c �dee\ a<'G 
(��I�.�. �1) h\\'-Aou5� �\e. 5u.bsicS eos-\s �� -r, fef �\ 
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Allocative efficiency 
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Extra space if required. 

Write the question number(s) if applicable. 

Economics 91399, 2025 01704 



QUESTION 

N.-al 

14 

Extra space if required. 

Write the question number(s) if applicable. 

Economics 91399, 2025 

. , 

01704 

I : 



a, 

a, 

M 

-

a, 

01704 

: 

·.

'. 

: 



Achievement 

Subject:  Economics 

Standard:  91399 

Total score: 12 

Q 
Grade 
score 

Marker commentary 

One A4 

The candidate completed the table accurately. They identified the features of 
an inelastic good, but with an inaccurate definition. The discussion of the 
increase in price or decrease in quantity demanded is limited. They correctly 
identified that generating revenue would be best on the inelastic good and 
discouraging consumption on the elastic good, but with no discussion of why 
or reference to the graph. 

Two A4 

The candidate drew the graph correctly. They identified consumer surplus and 
producer surplus changes but with limited reference to price and / or quantity 
demanded (this being confused with demand) and changes to the graph. 
There was some discussion of the impact on importers as well as New Zealand 
producers. They identified that the government would receive additional 
revenue but not what it could do with it. They demonstrated understanding 
that there is a loss in allocative efficiency and that the deadweight loss was 
formed. 

Three A4 

The candidate drew the graph correctly. They demonstrated understanding of 
the basics of market forces, but little understanding of the mechanisms 
behind the change in quantity demanded and quantity supplied. The changes 
to consumer surplus and producer surplus were correctly stated but with 
limited reference to the graph.  

They demonstrated understanding of: 

• the cost to the Government of the subsidy but not about the opportunity 
cost this will lead to,  

• allocative efficiency and the concept of offset. 
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