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Essay 2010 – Q1 – Demand and Supply
Extract 1: Duck import ban: Prices up just 3%

It has been more than a month since Singapore banned ducks import from Perak following an outbreak of bird flu in the Malaysian state. Prices have risen slightly but have been largely absorbed by restaurants and hawkers. This is very different from the panic in August 2004 when Singapore imposed a ban on all poultry imports from Malaysia following a single outbreak in Kelantan. Back then, several duck rice sellers had to close shop as supplies dried up. And the price of imports became unrealistically high.

This time around, stockpiles and imports from Europe and the United States have helped meet the demand, and hold down price increases. The stockpile of Perak ducks – imported before the ban, slaughtered and frozen here – turned out to be much larger than previously thought. Since the ban was implemented, duck prices increased by only 3 to 5 per cent, or 32 to 48 cents per kilo. Duck sellers are reluctant to pass on higher costs to consumers, at least those who order their meals by the plate. But the price of whole roasted ducks has generally risen about 20 per cent to $30 from $25. 

Frozen duck importers are also more cautious about indiscriminately raising prices as they fear consumers may simply put off by extreme hikes. ‘There is a limit to how much the market is willing to pay for a duck,’ said Mr Raymond Lin, a braised duck seller at Toa Payoh Central. ‘People can just stop eating it.’

Adapted from The Straits Times, April 28, 2006.

Extract 2: Fancy stewed croc meat with mushrooms?

Mad-cow and poultry diseases spark a change in eating habits. Thai restaurants are offering crocodile-meat delicacies in the hope of tempting customers daunted by scares over mad-cow and poultry diseases. They have begun featuring items such as hot stewed crocodile with herbs and mushrooms – just one of the many ways of preparing the meat. Other options include crocodile fillet fried with onion and ginger or even crocodile steak done medium-rare.

The latest exotic cuisine looks as if it is catching on quickly among locals. Because of its novelty – the meat was introduced to local consumers in October – at mainly traditional restaurants and only a few hotels serve it.

But a spokesman for local distributor Venture tech was confident that crocodile meat would soon gain wider public acceptance. ‘Domestic consumers may be reluctant to eat crocodile meat due to their traditional consumption patterns,’ said managing director Walter Lee. ‘Through continuous education, we expect to surpass Australia in making the meat acceptable to local consumers in the next five years.’
With the public clearly concerned about mad-cow disease and poultry sicknesses, it may yet gain a following here but it is the nutritional value of crocodile meat that could be its key selling point. It contains less fat and more protein than chicken or pork. It is also believed that crocodile meat has medicinal properties and is good for people with diabetes and heart ailments.

‘Crocodiles have a scary image among Thais. It also took seven years for Australian consumers to get used to it,’ said Mr Lee. Sales of crocodile meat in Thailand reached 500,000 baht (S$21,000) in the first three months. The company expects a monthly turnover of 40 million baht from sales of about three tones of meat a month. At 1,000 baht a kg, the price of fresh crocodile meat is relatively high. A canned version, sold in supermarkets, is cheaper. 

Adapted from The Straits Times, February 12, 2002

Extract 3: Partridge please

Give Dr Low Seow Chay, 54, partridge and he is happy. The MP for Chua Chu Kang is also an associated professor of mechanical engineering at Nanyang Technological University. Dr Low has served exotic meats like quall, partridge and crocodile meat in functions held in his constituency. Crocodile tenderloin is stir-fired with ginger, garlic and spring onion. Quall is deep-fried until crispy and then seasoned with salt and pepper. Partridge is doubled-boiled with Chinese herbs and is good for children with asthma.

“Some people were so scared they didn’t dare to eat the crocodile meat. But those who start won’t stop until the plate is empty. Depending on which part of the crocodile you eat, the texture can be very soft, like chicken. The best part is the tenderloin. There should be no objection when you chew it. It’s quite a loveable meat”, said Dr Low.

Adapted from The Straits Times, February 8, 2004

Answer to CSQ 2010 – Demand and Supply
a) With reference to extract 1, during the bird flu outbreaks, there was relatively small increase in the price of ducks in April 2006 as compared to August 2004.
Explain why the two situations are different. (5)

During August 2004, the ban was quite sudden and there was no replacement for the shortage. Consequently, the total supply of duck in the market was reduced extensively, leading to an acute shortage which caused the price of import of ducks to become ‘unrealistically’ high.
As for the current ban, the price has risen slightly. This is because there is a contingent replacement for the ban, which is obtained from the imports from Europe and the United States. The stockpile of Perak ducks was also larger than expected. Consequently, the ban did not reduce supply extensively to cause a sharp rise in price of duck.
b) With the aid of demand and supply diagrams, explain how an outbreak of bird flu might affect the market for 

i) ducks in Singapore (4)

ii) crocodile meat in Thailand. (4)

i)
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As seen form the diagram, the ban in the imported duck from Perak would reduce the supply of duck in Singapore from S0 to S1, contributing to a shortage which will lead to a rise in price of duck from P0 to P1. The extent of increase in price would depend on the extent of reduction in supply.
ii.

As from the diagram, there will be an increase in demand for crocodile meat in Thailand as the crocodile meat is a substitute for duck. As price of duck increases, the quantity demanded of duck will decrease, leading to greater demand for crocodile meat. The extent of increase in price of crocodile meat will depend on the degree of substitutability of crocodile meat for duck as this will affect the extent of increase in demand for duck.
c) A spokesman for the Thai distributor Venturetec was confident that crocodile meat would soon gain wider acceptance. Do you think that crocodile meat would also gain public acceptance in Singapore? Explain why. (4)(FACTORS AFFECTING DEMAND FOR CROCODILE)
It is likely that the demand for crocodile meat would increase as the supplier would increase continuous education to change consumer preference and taste through advertising and promotion.
Furthermore, the medicinal properties the crocodile meat will appeal to the health conscious consumer. In addition, the supplier has successfully introduced the meat to Australian market and it has gained acceptance over there and thus, it is likely to be the same for Singapore.

However, it may not be widely accepted as the consumer does not see it as a traditional dish, which is unlike duck, which is commonly served in hotels and hawker centers.

The degree of acceptance greatly depends on the consumer education and promotion. If the funding for the education is high and the supplier is short of fund and avenues to promote, the consumers are unlikely to accept it.

source of information: demand for crocodile meat
how it is used to answer the question: explain how you used the source of information to apply to the context of the question – why they will like the crocodile meat

d)
Discuss the desirability of the government implementing a price ceiling on the market for crocodile meat. (8)

The implementation of a price ceiling implies that the price level of the crocodile meat must be lower than then market equilibrium price level.
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The imposition of price ceiling of crocodile meat at Pc would contribute to the rise of a shortage of the crocodile meat. At Pc, the producers are willing to supply Q1 amount of crocodile meat while the consumers’ quantity demanded of crocodile meat is at Q2, contributing to a shortage Q1Q2 of the crocodile meat.
This is not desirable as the shortage may give rise to a black market price level at Pm for the quantity of Q1. Furthermore, there may be illegal imports to increase supply to meet the demand. This is unhealthy as the illegal imports may be a health hazard for the people.
Besides this, it will distort the role of price mechanism in attaining optimal allocation of resources, whereby the price signal will not accurately depict the needs of the market anymore. Furthermore, the crocodile meat is a new product, it is likely that the demand for it is still low, implying that the price level may be lower than the price ceiling rendering the act of price ceiling as redundant.

Thus, it is definitely not advisable and desirable to introduce price ceiling for the market for crocodile meat.
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