Economics

What is economics about?

Economics examines how people make choices about the use of limited resources to satisfy unlimited wants. Economics helps explain and predict how goods and services will be produced and consumed.

Economics is the study of how people make decisions and of the forces that affect their behaviour and the shape of their institutions, such as the value of leisure time, consumer preferences, and the extent of government intervention.

Economics explores issues of sustainability (efficient use of scarce resources), enterprise (identifying profit-maximising levels of output), citizenship (economic decisions affecting New Zealand society), and globalisation (the benefits of international trade).

Rationale

Why study economics?

Economics provides us with a toolkit to make informed choices and better use of our scarce resources.

Economics students explore issues that directly impact their lives, such as, whether to do homework or go to a movie, extract mineral resources today or save them for the future, charge the full price or subsidise education to make it more accessible to students.

New Zealanders are affected by the economic decision-making of individuals, communities, businesses, and government agencies in New Zealand and overseas. By studying economics, students make sense of the New Zealand economy and its connections to the global economy.

Students identify and become familiar with:

· concepts and methods used to efficiently allocate scarce resources, produce goods and services, and distribute these goods and services amongst individuals and communities

· models (both macro and micro) to simplify and/or explain the real world and make predictions about it

· tools to evaluate economic decisions and assumptions made by others (in individual, business, governmental, and global contexts) and to make informed, efficient, equitable decisions for the future.

Economics puts students’ hands on the levers of power; the skills of economics are highly valued in the international job market.

Key concepts

At the heart of every subject are certain concepts or big ideas. These are the ideas and understandings that the teacher hopes will remain with students long after they have left school and much of the detail has been forgotten. Key concepts sit above context but find their way into every context.

Students need time and opportunity to explore these concepts, to appreciate the breadth, depth, and subtlety of meaning that attaches to them, to learn that different people view them from different perspectives, and to understand that meaning is not static. By approaching these concepts in different ways and by revisiting them in different contexts within a relatively short time span, students come to refine and embed understandings.

For further information, see Approaches to building conceptual understandings at Social sciences online.

The key concepts or big ideas in economics

Scarcity

Unlimited wants exceed the limited resources available to satisfy them, so economic choices must be made.

Trade-offs

Economic choices involve trading off one alternative for another. All economic choices incur opportunity cost (the loss of the benefits of the alternative choice).

Interdependence

Market participants specialise to achieve greater efficiency, which creates a mutual reliance between individuals, firms, governments, and countries.

Allocation

Market prices signal how consumers and producers (acting in their own self-interest) should use resources; government may override markets to achieve social objectives (stabilisation and development) or intervene if markets fail to deliver efficient or equitable outcomes.

Maximising satisfaction

Use resources to satisfy wants only if the extra benefit exceeds the extra cost.

Achievement objectives

Strands

The New Zealand Curriculum (page 30) lists four conceptual strands for the social sciences:

· Identity, Culture, and Organisation

· Place and Environment

· Continuity and Change

· The Economic World.

Progression

As they progress, students move from a focus on individual consumers and producers and how they interact in the market to an investigation of overall economic issues and relevant government policies. This enables an analysis of the impact of internal and external factors on the aggregate level of economic activity in New Zealand. Students move from constructing and using simple economic models to deriving and critiquing more complex models and their underlying assumptions.

Achievement objectives

Students will gain knowledge, skills, and experience to:

	Level 6
	Level 7
	Level 8

	Understand how, as a result of scarcity, consumers, producers, and government make choices that affect New Zealand society.
	Understand how economic concepts and models provide a means of analysing contemporary New Zealand issues.
	Understand that well-functioning markets are efficient but that governments may need to intervene where markets fail to deliver efficient or equitable outcomes.

	Understand how the different sectors of the New Zealand economy are interdependent.
	Understand how government policies and contemporary issues interact.
	Understand how the nature and size of the New Zealand economy is influenced by interacting internal and external factors.


Level 6

Indicators

Indicators are adjuncts to the objectives – their purpose is to provide greater clarity in terms of expected depth and scope by providing examples of the kinds of behaviours and capabilities that a teacher might expect to observe in a student who is achieving at the appropriate level. Teachers can add further indicators if they wish.

Students can use the indicators as a guide when assessing their own progress; teachers can use them as a guide when reporting to parents, whānau, or the next teacher.

Context elaborations

Context elaborations are possible contexts for learning, with an indication of how they might be used in relation to the learning objectives concerned.

Assessment for qualifications

When the achievement standards for this subject have been finalised, this guide will link them to appropriate objectives. The following draft achievement standards relate to level 6 achievement objectives. Please carefully review all information about standards alignment with The New Zealand Curriculum.

Achievement objective 1 can be assessed using the following draft achievement standards:

· 1.1 Demonstrate understanding of consumer choices using demand

· 1.2 Demonstrate understanding of decisions a producer makes about production

· 1.3 Demonstrate understanding of producer choices using supply

· 1.4 Demonstrate understanding of how consumer, producer and/or government choices affect society using market equilibrium

· 1.5 Demonstrate understanding of a government choice where affected groups have different viewpoints.

Achievement objective 2 can be assessed using the following draft achievement standard:

· 1.6 Demonstrate understanding of the interdependence of sectors of the New Zealand economy.

Achievement objective 6.1

Students will gain knowledge, skills, and experience to:

Understand how, as a result of scarcity, consumers, producers, and government make choices that affect New Zealand society.

Indicators

· Identifies situations of scarcity and explains how scarcity leads to choices that have opportunity costs.

· Uses demand theory to explain consumer choices and trade-offs.

· Uses supply theory to explain producer choices and trade-offs.

· Presents examples of how different resource combinations are used in the production process.

· Uses the supply and demand model to demonstrate how the choices of consumers, producers, and government affect society.

· Recommends a choice the government could make regarding an issue where affected groups have different viewpoints.

Possible context elaborations

· What choices could teenagers make about how they use their leisure time and spend their income from a part-time job?

· How might a change in income tax rates affect different families’ spending patterns?

· Why might an orchardist shift from growing apples to blueberries?

· Why might a firm decide to invest in new technology?

· Why do governments tax tobacco and alcohol and subsidise prescription medicines and home insulation?

Why might the government grant customary fishing rights to Māori?

Achievement objective 6.2

Students will gain knowledge, skills, and experience to:

Understand how the different sectors of the New Zealand economy are interdependent.

Indicators

Identifies and then explains the interdependence between the primary, secondary, and tertiary sectors of the New Zealand economy and the interdependence between the specialised firms in those sectors.

· Constructs and uses a circular flow model to illustrate and explain the flows (money and real) that link the interdependent sectors of the economy.

· Identifies and then explains the effects of an event on a sector and the flow-on effects to other sectors.

Possible context elaborations

· How do natural resources, for example, fish or logs, become final goods such as fish fingers or furniture?

· Why are more people employed in service industries such as tourism than in primary industries such as farming?

· How does an increase in tourism affect the different sectors of the New Zealand economy?

· What impact does KiwiSaver have on the New Zealand economy?

Level 7

Indicators

Indicators are adjuncts to the objectives – their purpose is to provide greater clarity in terms of expected depth and scope by providing examples of the kinds of behaviours and capabilities that a teacher might expect to observe in a student who is achieving at the appropriate level. Teachers can add further indicators if they wish.

Students can use the indicators as a guide when assessing their own progress; teachers can use them as a guide when reporting to parents, whānau, or the next teacher.

Context elaborations

Context elaborations are possible contexts for learning, with an indication of how they might be used in relation to the learning objectives concerned.

Assessment for qualifications

When the achievement standards for this subject have been finalised, this guide will link them to appropriate objectives. The following draft achievement standards relate to level 7 achievement objectives. Please carefully review all information about standards alignment with The New Zealand Curriculum.

Achievement objective 1 can be assessed using the following draft achievement standards:

· 2.1 Demonstrate understanding of inflation using economic concepts and models

· 2.2 Demonstrate understanding of international trade using economic concepts and models

· 2.3 Demonstrate understanding of economic growth using economic concepts and models

· 2.4 Demonstrate understanding of unemployment using economic concepts and models

· 2.5 Demonstrate understanding of statistical data relating to contemporary economic issues

· 2.7 Demonstrate understanding of a contemporary economic issue of special interest using economic concepts and models.

Achievement objective 2 can be assessed using the following draft achievement standards:

· 2.6 Demonstrate understanding of how government policies and contemporary economic issues interact

· 2.7 Demonstrate understanding of a contemporary economic issue of special interest using economic concepts and models.

Achievement objective 7.1

Students will gain knowledge, skills, and experience to:

Understand how economic concepts and models provide a means of analysing contemporary New Zealand issues.

Indicators

· Uses economic concepts and models to identify and then explain the causes of a contemporary economic issue (for example inflation, international trade, economic growth, or unemployment) and its effects on various groups in New Zealand society.

· Processes and presents statistical data to show trends in contemporary economic issues.

· Using economic concepts or models, identifies, illustrates, and justifies relationships in and between sets of statistical data related to contemporary economic issues.

· Extrapolates statistical data and uses the extrapolation to justify a forecast about a contemporary economic issue.

Possible context elaborations

· Why does inflation affect low-income earners more than high earners?

· How does a recession impact on gross domestic product and unemployment?

· How does a depreciating New Zealand dollar affect the price of petrol and costs of production?

· What effects will hosting the Rugby World Cup have on the New Zealand economy?

· What is the relationship between interest rates and the Balance of Payments?

· How has New Zealand’s international trade in goods and services changed in recent decades?

Learning objective 7.2

Students will gain knowledge, skills, and experience to:

Understand how government policies and contemporary issues interact.

Indicators

· Identifies government policies related to contemporary economic issues and describes their social objectives.

· Uses economic model(s) to support an explanation of the impact of a government policy on a contemporary economic issue (for example, contractionary monetary policy to address inflation) and its flow-on effects to other contemporary economic issues (unemployment, international trade, and growth).

· Recommends a mix of policies to achieve a specific objective related to a contemporary economic issue (for example, inflation) that would minimise the negative trade-offs on the social objectives of other contemporary economic issues.

Possible context elaborations

· If the Reserve Bank of New Zealand lowers the Official Cash Rate, what will be the effects on the New Zealand economy?

· If the government operates a fiscal deficit, what will be the effects on the New Zealand economy?

· Why might New Zealand wish to enter a free trade agreement with the USA?

· Why might the government deregulate ACC?

Level 8

Indicators

Indicators are adjuncts to the objectives – their purpose is to provide greater clarity in terms of expected depth and scope by providing examples of the kinds of behaviours and capabilities that a teacher might expect to observe in a student who is achieving at the appropriate level. Teachers can add further indicators if they wish.

Students can use the indicators as a guide when assessing their own progress; teachers can use them as a guide when reporting to parents, whānau, or the next teacher.

Context elaborations

Context elaborations are possible contexts for learning, with an indication of how they might be used in relation to the learning objectives concerned.

Assessment for qualifications

When the achievement standards for this subject have been finalised, this guide will link them to appropriate objectives. The following draft achievement standards relate to level 8 achievement objectives. Please carefully review all information about standards alignment with The New Zealand Curriculum.

Achievement objective 1 can be assessed using the following draft achievement standards:

· 3.1 Demonstrate understanding of the efficiency of market equilibrium

· 3.2 Demonstrate understanding of the efficiency of different market structures

· 3.3 Demonstrate understanding of micro-economic concepts

· 3.4 Demonstrate understanding of government interventions to correct market failure.

· Achievement objective 2 can be assessed using the following draft achievement standard:

· 3.5 Demonstrate understanding of interacting influences on the New Zealand economy.

Achievement objective 8.1

Students will gain knowledge, skills, and experience to:

Understand that well-functioning markets are efficient but that governments may need to intervene where markets fail to deliver efficient or equitable outcomes.

Indicators

· Uses micro-economic concepts (for example, marginal utility, demand and supply curves, elasticity, or deadweight losses) to illustrate the efficiency of market equilibrium.

· Provides convincing evidence that markets tend towards equilibrium and market equilibrium can be allocatively efficient (where total surpluses are maximised).

· Illustrates how price signals determine resource allocation in the market.

· Uses micro-economic concepts (for example, marginal cost and revenue, profit maximisation, normal profits, perfect competition, monopoly, or allocative efficiency) to derive the levels of profit, output, and efficiency of different market structures.

· Uses economic model(s) to support explanations about why governments are justified in intervening in the market where the outcome is inefficient or inequitable.

· Uses economic model(s) to support the analysis of policies governments can use to improve efficiency and/or equity in the event of market failure.

Possible context elaborations

· Why would a consumer be prepared to pay a higher price for the first coffee or energy drink of the day?

· Why would a bakery find that increasing their production of bread in the short term leads to increasing costs in the long term?

· How would a severe shortage of tickets to a sporting event be addressed by market forces?

· Why would a grower of carrots not be able to sustain supernormal profits in the long run?

· Why might the government’s efforts to discourage the consumption of cigarettes not be very effective?

· Why might the government try to establish property rights for the waterways?

· Why might the government increase the minimum wage?

Achievement objective 8.2

Students will gain knowledge, skills, and experience to:

Understand how the nature and size of the New Zealand economy is influenced by interacting internal and external factors.

Indicators

· Uses relevant macroeconomic indicators to describe the current situation of the New Zealand economy.

· Uses macroeconomic models (for example, aggregate supply and demand) to illustrate and analyse the New Zealand economy.

· Analyses the impacts on the New Zealand economy of domestic influences.

· Analyses the impacts on the New Zealand economy of external influences.

· Identifies that the government has a range of economic goals and explains why there may be trade-offs between these goals and their equity and efficiency objectives.

· Analyses the appropriateness of government policies that relate to stabilisation and/or economic development.

Possible context elaborations

· If the government increased spending, why would this have different effects on the economy at different stages of the business cycle?

· If the economy is in recession, what could occur to close this recessionary gap?

· If New Zealand interest rates are relatively higher than in the rest of the world how, will this affect the New Zealand dollar and the Balance of Payments?

· How would an increase in terrorism overseas affect the New Zealand economy?

· How are the booming economies in India and China affecting New Zealand firms?

Resources

Assessment and professional support

The New Zealand Qualifications Authority (NZQA)
· Follow links to the National Qualifications Framework, NCEA, and subject achievement standards. See in particular NZQA economics.

· Further information on assessing with unit standards can be found on the NZQA website. Some assessment resources are also available.

Assessment online
This key community covers assessment in the classroom, effective use of evidence, and reporting to families and whānau. It offers news, assessment tools and resources, research, a glossary, FAQs, and related links.

The linked site Consider the evidence promotes 'evidence-driven decision making for secondary schools' and supports secondary educators in making best use of evidence to improve student achievement.

For an overview of assessment, see Directions for assessment in New Zealand, a report by Michael Absolum, Lester Flockton,  John Hattie,  Rosemary Hipkins, and  Ian Reid (also available as a Word or PDF file).

Education Review Office
In 2007, ERO published three reports on schools’ effectiveness in the collection and use of assessment:

The collection and use of assessment information in schools
· The collection and use of assessment information in schools: Good practice in primary schools
· The collection and use of assessment information in schools: Good practice in secondary schools
New Zealand Commerce and Economics Teachers Association
Resourcing ideas

The following references will help you to plan teaching and learning activities for this subject.

The National Library of New Zealand curriculum information service
Over 500 000 items are available through the Schools Collection, including books, videos, and DVDs. Schools can also interloan music, books, and serials from the National Library’s general collections through their local curriculum information service centre.

Te ara: The encyclopedia of New Zealand
Explore the history of New Zealand pages.

Te kete ipurangi
See in particular the social sciences community. Teachers are also encouraged to visit other TKI communities, such as the ICT community and Software for learning.

Social sciences online
This site provides pages specific to the following senior subjects: business studies, classical studies, economics, geography, history, and senior social studies (see links under 'Senior secondary' on the landing page).

Social sciences online also provides PDFs of titles in the Ministry of Education series Building Conceptual Understandings in the Social Sciences (BCUSS). (These are listed in 'Featured content', right navigation.)

· Approaches to building conceptual understandings
· Approaches to social inquiry
· Being part of a global community
· Belonging and participating in society
Although the BCUSS series is designed to help teachers of levels 1–5, it is strongly recommended to senior social science teachers.

AnyQuestions.co.nz
Students can go to this website to find useful, accurate, online information. Librarians from all over New Zealand are available each weekday between 1 pm and 6 pm to help students search online. To use AnyQuestions, students must be attending a New Zealand primary, intermediate, or secondary school or being home-schooled.

Ministry of Education websites

The New Zealand Curriculum online
As well as the HTML version of The New Zealand Curriculum, this interactive site offers a variety of support and strategies, news updates, digital stories of schools’ experiences, and archived material relating to development of the curriculum.

Te Marautanga o Aotearoa
This site includes a translation into English of the main sections of the draft marautanga. Only learning levels 1, 4, and 6 have been translated in the learning areas.

Support for secondary middle leaders
This site is designed to assist secondary middle managers to work with their departments to implement The New Zealand Curriculum. It explores various aspects of effective pedagogy.

Ka Hikitia – managing for success: The Māori education strategy 2008–2012
Ka Hikitia is a five-year strategy that aims to transform and change the education sector, ensuring Māori are able to enjoy education success as Māori.

Te Tere Auraki
This Ministry of Education professional development strategy focuses on improving outcomes for Māori students in English-medium schools. This strategy supports four main projects: Te Kotahitanga, Te Kauhua, Ako Panuku, and Te Mana Kōrero.

Pasifika education
This has been created to enable all of those involved with Pasifika education to find information quickly and easily, including policy, initiatives, publications, research results, and services and funding.

Key competencies
This companion site to New Zealand Curriculum online offers specific guidance to school leaders and teachers on integrating the key competencies into the daily activities of the school and its teaching and learning programmes.

Other government websites

BES (Iterative Best Evidence Synthesis) programme
BES is a collaborative knowledge-building strategy designed to strengthen the evidence base that informs education policy and practice in New Zealand. See in particular: Effective pedagogy in social sciences/tikanga ā iwi: Best evidence synthesis iteration [BES] (2008).

The context for Māori economic development, NZ Treasury
Other websites

The following website has been recommended as helpful by teachers. It has not been extensively reviewed or checked for quality.

Māori economic development – Glimpses from statistical sources, Motu working paper (pdf)
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