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QUESTION ONE: PRICE TAKER MODEL

Powdered milk, a product of the dairy industry, is a significantNeWwZealand e
Dairy farms rely heavily on irrigation, such as the Central Plams Irrlgahon Scheme.

The aim of irrigation is to supply enough water for pastoral growth at times of the year
when rainfall is unreliable or inadequate. Irrigated land in Canterbury shows a gain of
5000 kg of output per hectare per year, compared to unirrigated land.

Source (adapted): hitp://www.rockpoint.co.nz/pdfs/Irrigation-in-New-Zealand-2012-Rockpoint.pdf

(@) (i) On Graph One below, show the impact on export receipts from powdered milk, of
increased irrigation on agricultural land.

Graph One: Market for New Zealand powdered milk
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(i)  Use Graph One to fully explain the impact on export receipts from powdered milk, of
increased irrigation on agricultural land.
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A resolution by a World Trade Organisation conference to eliminate agricultural export
subsidies’is good news for New Zealand. New Zealand is a successful exporter of

farm Products to many countries that carrer ,Hd their local produc Hoi® New
Zealand stands to gain greatly if agricultural export subsidies are eventually eliminated
a@m in the rest of the world decreases.

New Zealand has no export subsidies on powdered milk exports.

Sbur&e (édapted): http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=11564655

(b)

()

(ii)

On Graph Two below, show the impact on export receipts from powdered milk, of the
elimination of agricultural export subsidies in our major export markets.

Graph Two: Market for New Zealand powdered milk
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Use Graph Two to fully explain the impact on export receipts from powdered milk, of
the elimination of agricultural export subsidies in our major export markets.

'ﬂﬂi oLt o _.\(/Lj?lf'{i‘:) ’ﬁ'(‘f'” OVEAMLLEN) Mg inesie
AA J;.obvti/v Lf/,\rn“u 2 nlar'vs #ﬁu" +rerve o
ol wa oo nanel oV New 2eeland
?Fﬂwﬁé»@g{ Al ( ON'Z o DNZL) 49 Lew
‘jgwdg,-.’ér( nullh ¥ C,L\.‘g’,m;,.e.w Thv a0 |
(AT e Guantity, Jl\@j cown Jo»};y;*f 7 1o
OVEeAMLLCEe) COUlnD € [_C Nz o Swz®) aq Al
oMM e cnlorer pa o OF I);U(Luu.f"]?”
ool b\iz"é/b-) 4o OCCiry - ﬂ'w'-n CAMNMAAN —/*{«.(
c['f"'\’mﬂﬁk) Ju /?/.?/' vl el donwrvndu el 47
Brio (e G ot (o 2 Gow)
(NLL-FC‘-\ meouwn)  Ane ,(,((Zi’-‘bj LEce c),’{;-} [ CH Co el

ot 7(; —/L» v‘:ﬁ Ml eLe Py a e 7, AOE H oA
> el '/
Economics 91223, 2016 Eléi“kj)

ASSESSOR'S
USE ONLY

~




(iii)

4

Refer to Graphs One and Two to fully explain why the elimination of agricultural export
subsidies in our major export markets will have a greater impact on the export receipts
from powdered milk, than increased irrigation of agricultural land.
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5

QUESTION TWO: EXCHANGE RATE AND TWO-COUNTRY MODEL ASSESSOR'S

USE ONLY

Between 21 March 2015 and 20 January 2016, the New Zealand dollar depreciated 17%
against the Japanese yen.

Source: http://www.x-rates.com/graph/?from=NZDé&to=]PY&amount=1

(@) (i) Use Graph Three below to show a shift in the demand for the New Zealand dollar that
will result in its depreciation against the Japanese yen.

Graph Three: Market for the New Zealand dollar
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(i)  Fully explain ONE possible reason for the shift in demand for the New Zealand dollar,
as shown in Graph Three.
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Japan is the largest market for aluminium produced in New Zealand In 2014 ]apan
1mported appro:umately half of the $837 million total New Zealand aluminium

Source: http://www.worldsrichestcountries.com/top-new-zealand-exports.html

(b)  On Graph Four below, P is the price of aluminium before depreciation of the New Zealand
dollar against the Japanese yen. Use Graph Four to show:;

. the change in demand in the Japanese market due to the depreciation of the NZ dollar

against the Japanese yen
change in the quantity of aluminium exports between New Zealand and Japan.

Graph Four: Two-country model for aluminium

New Zealand Japan
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(¢)  Use Graph Four to fully explain the change in demand for aluminium in the Japanese market,

and the consequent changes in the value of aluminium exports between New Zealand and
Japan.
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QUESTION THREE: THE BASIS OF TRADE AND FREE TRADE AGREEMENTS (FTA)

(@) Identify TWO of New Zealand’s imports from the top six by value.
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(b)  Use one of the imports from part (a) to fully explain an economic reason why New Zealand is
an importer of this good.
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The Trans-Pacific Partnership Agreement (TPP) will give our exporters much better

)} million custon |11 countries across sia and -
"The TPP will eliffifiaten
all benefit of the
)80* That's more

¥R

Statement by the Prime Minister: beehive.govt.nz/release/pm-welcomes-tpp-nz’s-biggest-trade-deal

(c) Compare and contrast the impact of the Trans-Pacific Partnership Agreement on:

o New Zealand export industries and New Zealand industries not directly involved in
exporting
. domestic workers in export industries and domestic workers in import industries.
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Merit exemplar for 91223 2016 Total score | 17

Grade

Q score

Annotation

This candidate has received an M6 grade because:

* they have fully explained that the increased irrigation increases supply of
powdered milk (with a reason e.g. increased productivity, lower costs of
production), therefore increases/export receipts

* all changes are referenced correctly with Graph One.

Correctly drawing Graph Two, showing an increase in the world price and exports
and giving a detailed explanation as to the effect of removal of subsidies on NZ
exports, would have resulted in E7.

This candidate has received an M6 grade because they have:

» fully explained that the demand for NZ dollars has decreased due to
decreased demand for NZ exports by Japanese economy, resulting in the
currency depreciating against the Japanese yen ¥.

* integrated Graph Three into their explanation.

* explained that Japanese consumers will increase demand because NZ
aluminium is now relatively cheaper because of the depreciation.
* integrated Graph Four into their explanation.

Fully explaining why Japanese demand increases (e.g. as the New Zealand dollar
depreciates, Japanese consumers/businesses/importers can purchase more
aluminium with each Japanese yen, with the idea of currency conversion, resulting
in an increase in demand) and that in the two-country model, the increase in price in
Japan causes an increase in exports from New Zealand, as the increase in price
causes a decrease in quantity demanded in New Zealand and an increase in
quantity supplied UNTIL exports again equal imports (because X = M) would have
resulted in E8.

This candidate has received an M5 grade because they have:

» fully explained that the greater access to 11 countries/800 million customers
or less protectionist barriers such as tariffs, will lead to domestic firms selling
more exports, or lower costs, and therefore higher revenue/profit levels

Giving a detailed explanation of a flow-on effect of greater export receipts or
consumer spending will positively affect domestic non-export industries, resulting in
higher output/revenue/ profits would have resulted in E7.




