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 Assessment Schedule – 2011

Economics: Describe economic growth and its causes and effects using economic models (AS 90796)

Evidence Statement

	Q
	Evidence
	Achievement
	Merit
	Excellence
	Code

	ONE

(a)
	A recession is defined as 2 successive quarters of declining Real GDP. In the December Quarter Real GDP increased by 0.2%. so the recession was avoided as if it was negative, it would have been 2 successive quarters meaning we narrowly avoided a recession
	One of:

Recession defined

Or

States that Real GDP is adjusted for inflation
	One of: 

Student defines recession and explains how it avoids a recession

Or

Explains that Nominal GDP is in current prices so an increase may be due to prices rising or output increasing…..
	In Depth answers to both questions, which clearly links to the graph and shows a clear understanding of how Real GDP is used to measure economic growth.
	A / M / E

	(b)
	GDP is the total value of output for a country over a year. 

Nominal GDP is measured in current prices so an increase could be due to prices rising or output increasing. 

Real GDP is measured in constant prices (with the effect of inflation removed), so (the 0.2% increase shown in the December Quarter must be to) an increase must be an in actual output which is economic growth.
	
	
	
	

	(c)
	Real GDP does not indicate what is being produced, military goods or consumer goods, or if the production is distributed equitably. A country may have a high level of GDP, but most of the population could be left in poverty. Other factors need to be considered such as access to education and health to more accurately evaluate the quality of life. Changes in Net Social Welfare is a better measure of growth as it considers Economic and Non Economic factors that give a better indication of living standards


	Any TWO of:

· States why real GDP is used to measure growth

· States at least one limitation of real GDP

· States that Net Social Welfare is an alternative


	General explanation of issues with real GDP as a measure of growth being a measure of output only, and how Net Social Welfare takes into account economic and non – economic factors
	An In Depth Explanation which identifies specific examples of how real GDP is not an ideal measure of Standard of Living, and how since Net Social Welfare uses economic and non- economic factors is better when considering standard of living, as shown by NZ ranking higher in the HDI

	A / M / E


	TWO

(a)
	Flow 

(a) Export Receipts –injection

(b) import payments- leakage
	Any Two of:

· Correctly names both flows + whether W or J
· States Govt spending will increase

· States that economic growth will increase
	General explanation one of:

-How the government exp flow has increased as the government is paying private firms to carry out the rebuild

-How the govt expenditure has flow on effects resulting in AD/Real GDP increasing
	In Depth explanation which links the increased government spending increased production, that the increases income resulting in flow-ons. G, C and possibly I increasing increases AD, resulting in higher GDP = growth
	A / M / E

	(b)
	Government earthquake spending would result in an increase  in Govt Exp flow, as the government will pay producers to carry out the rebuilding
	
	
	
	

	(c)
	The increase in Government spending means that firms will increase their production to carry out the rebuilding. This will result in more profit for the owners and more workers will be required resulting in increased wages. Households receiving higher income is likely to result in increased consumption spending. Firms may need to invest in new capital to carry out the rebuilding so investment may increase. This all increases AD, resulting in a higher level of Real GDP which increases economic growth
	
	
	
	

	(d)
	Effect on Growth e.g.

The higher commodity prices make dairy farming more profitable, so dairy production will increase. 

The extra profit as well as wages as extra labour will be required, 

increasing income. This is likely to result in more consumption. Farmers may also need expand their sheds and equipment, increasing investment

AD increases, and more of

other goods and services

will be produced to meet the

extra demand, increasing economic growth

Impact on Inflation e.g.

Given that AD has increased, the extra demand for goods and services is likely to increase prices in many markets, resulting in price level increasing, demand pull inflation. (not just dairy prices rising, as single market, but an argument that dairy inputs to many products so may lead to inflation)

Impact on the Environment

Dairy production can damage the environment in terms of the cows emitting greenhouse gases, and the cows effluent running of into streams, resulting in pollution and damage to the environment
	States that higher dairy prices will increase dairy farming and result

in increased

output

OR

describes an

impact of increased dairy farming on inflation and the

environment.
	General

explanation of

why higher dairy prices  will

result in growth

OR

general

explanation of an

impact on inflation

and the

environment.
	In-depth

explanation of

why higher dairy prices will

result in growth,

including a

reference to flow on effects to the

wider economy

AND

in-depth

explanation of an

impact on inflation

and the

environment.
	A / M / E

	THREE

(a)
	Productivity is the output per worker. If this is increased then there is an increase in the productive capacity of the economy which is economic growth
	Two of:

States that higher productivity will result in higher productive capacity

Shift from A to B correctly shown on the PPF

An idea that higher investment increases future potential growth 
	One of:

A general explanation of either

What productivity is and how it will lead to increase in productive capacity

Or

General

explanation of the idea that there needs to be more saving to enable

investment  AND this will allow more in growth in the future.
	In-depth

explanation of

how saving means foregoing

current

consumption allows resources to be used for

investment , and creates the funds to finance  new investment allowing higher future growth.

Must also make reference to the PPF, and the article which emphasises the financial intermediaries role in financing investment from savings
	A / M / E



	(b)
	See appendix 1

More saving means less consumption. If resources are released from producing consumer goods, they can be used to produce capital goods, such as new factories or equipment. It also increased funds with financial intermediaries that can be borrowed by producers to finance the new investment. This is a shift on the PPF to pt B. The increased investment results in an increase in productive capacity, so the PPF will shift outwards resulting in economic growth. The higher level of investment at B means that potential for future growth is higher due to the extra saving than it would have been if the economy remained at pt A.
	
	
	
	

	(c)
	The immediate impact of a reduction in trade barriers on agricultural producers e.g.

-If the Doha round is successful there will a reduction in trade tariffs. This will mean NZ exporters will be more competitive, and this will result in them producing more products for export.

The flow on effects this would have to the wider economy e.g.

-The increase production by the exporters will result in more profits, and as more workers will be required, wages will increase. This will results in higher household income, and consumption may increase. New Capital may be required to allow the higher production, resulting in more investment.

How this may impact unevenly on New Zealand producers

-Not all producers export goods, they will not receive any immediate benefit from the reduction in trade barriers. They may find that resources will be harder to acquire as they are being used in by firms that are exporting. This may result in higher production costs for these firms, resulting in lower profits. However, the flow on effects are likely to mean that eventually most firms and households will be better off. 
	Two of:

-reduction of trade barriers will lead to increased production by exporting firms

-the increased production will lead to higher incomes resulting in increases in consumption

-the immediate effects will not be equal, as some firms not producing exports will not benefit
	A general discussion of how the Doha round could lower trade barriers resulting in immediate benefits to exporting producers and flow on effects to one other sector. 
	An in depth explanation of impacts of Doha on exporting sector and flow on effects to other sectors.

AND how the effects are unequal and that other producers may not benefit immediately, may be worse due to increased competition for resources. Mat eventually benefit from the flow on effects
	A / M / E


Judgement Statement
	Achievement
	Merit
	Excellence

	4A 
	3 M 

1 A
	3E

1A
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