AS 2.6 - Describe government policies in relation to economic issues

1) TRADE

· Trade agreements and organisations NZ belongs to = 


· Types of protectionist trade policies = 


· NZ government policies to promote trade = 


· Arguments for and against free trade & protectionism.  
Free Trade						Protectionist






· Unforeseen external circumstances and their impact on trade e.g. global financial crisis


· Impact of ‘trade’ policies on ‘growth’ and ‘inflation’ e.g. The WTO finds in NZ’s favour and is allowed to export apples into the Australian Market (AD/AS)













· Impact of ‘exchange rate’ on ‘growth’ and ‘inflation’ e.g. the $NZ appreciates (AD/AS)















2) GROWTH

· Fiscal policy – expansionary and contractionary




· Budget – surplus and deficit



· Operating balance – surplus and deficit


· Main areas and govt spending and income



· Public Finance Amendment Act 2004





· Use ‘AD/AS’ model to shows impacts of various Fiscal Policies on ‘inflation’, ‘growth’ and ‘unemployment’ e.g. The government cuts income taxes by 5%












· Resource Management Act (RMA) 
Objective = 

Impact on business and economic growth


· Types of Supply-side policies =



· Use AD/AS to show impacts of supply-side policies on ‘inflation’, ‘growth’ and ‘unemployment’ e.g. labour productivity in NZ increases with a new fibre-optic broadband network.   













3) INFLATION

· Monetary policy – tight and loose



· Reserve Bank Act and Policy Target Agreement (PTA)



· Use AD/AS to show the impact of changes in the OCR on ‘inflation’, ‘growth’, ‘trade’ and employment.




