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Internal Assessment Resource

Economics Level 2

	This resource supports assessment against:

Achievement Standard 91225 version 2
Analyse unemployment using economic concepts and models

	Resource title: The global recession and its impact on unemployment in NZ

	4 credits

	This resource:

· Clarifies the requirements of the standard

· Supports good assessment practice

· Should be subjected to the school’s usual assessment quality assurance process

· Should be modified to make the context relevant to students in their school environment and ensure that submitted evidence is authentic


	Date version published by Ministry of Education
	February 2015 Version 2

To support internal assessment from 2015

	Quality assurance status
	These materials have been quality assured by NZQA.

NZQA Approved number: A-A-02-2015-91225-02-5482

	Authenticity of evidence
	Teachers must manage authenticity for any assessment from a public source, because students may have access to the assessment schedule or student exemplar material.

Using this assessment resource without modification may mean that students’ work is not authentic. The teacher may need to change figures, measurements or data sources or set a different context or topic to be investigated or a different text to read or perform.


Internal Assessment Resource

Achievement Standard Economics 91225: Analyse unemployment using economic concepts and models
Resource reference: Economics 2.4A v2
Resource title: The global recession and its impact on unemployment in NZ
Credits: 4
Teacher guidelines

The following guidelines are designed to ensure that teachers can carry out valid and consistent assessment using this internal assessment resource. 

Teachers need to be very familiar with the outcome being assessed by Achievement Standard Economics 91225. The achievement criteria and the explanatory notes contain information, definitions, and requirements that are crucial when interpreting the standard and assessing students against it.

Context/setting

This assessment activity requires students to write a report analysing the changes in unemployment caused by the global recession of 2008–09 and the impact of these changes on various groups in New Zealand society. 
Conditions

Students may work as a group to research the recession, but must write their report individually. 

Teachers will need to determine how long students need to complete the research. 

Resource requirements

Students will need access to the Internet to do their research.

Teachers may wish to create an answer book of lines and resources for students to draw graphs, the Labour Market and Production Possibility Frontier models.
Students should refer to sources such as newspapers, journals, magazines, books, and email responses and non-print media sources such as TV, radio, interviews, and Internet chat sites for the research and report components of this assessment. 
Additional information

You can use the Statistics NZ table builder to get information and develop tables for unemployment statistics to give to students or students can do this in groups. Students can create the tables and graphs using Excel.

Internal Assessment Resource

Achievement Standard Economics 91225: Analyse unemployment using economic concepts and models
Resource reference: Economics 2.4A v2
Resource title: The global recession and its impact on unemployment in NZ
Credits: 4 

	Achievement
	Achievement with Merit
	Achievement with Excellence

	Analyse unemployment using economic concepts and models.
	Analyse unemployment in depth using economic concepts and models.
	Analyse unemployment comprehensively using economic concepts and models.


Student instructions 

Introduction

This assessment activity requires you to write a report analysing the changes in unemployment caused by the global recession of 2008–09 and the impact of these changes on various groups in New Zealand society. You will be assessed on the extent to which you integrate (fully link) your explanations of the changes in unemployment to the business cycle, and to the labour market and production possibility frontier models.

The context of this activity could be changed to any current or past event that has affected employment figures. Students could present their report in a multi-media format.

Although you may work as a group to research the recession, your must write the report individually. You have [insert time] weeks of in- and out-of-class time to complete this activity. 

Prerequisite task

Investigate the changes in unemployment caused by the global recession of 2008–09. See the resource sheet for additional information.
Task 
Write a report analysing the changes in unemployment caused by the global recession of 2008–09. In your report you need to: 
· explain how the global recession caused changes in unemployment and analyse the relationships between these changes. Link your explanations to the business cycle.

· explain why the unemployment resulting from the recession is cyclical rather than structural or frictional

· identify and explain the relationship between GDP and the unemployment figures 

· analyse the effects of the changes in unemployment on the household sector and on the producer sector in New Zealand society, explaining the different ways these groups are affected by unemployment

· show the changes in unemployment on both the labour market and production possibility frontier models, correctly labelling and describing the changes, and linking them to your explanations of the impacts on households and producers

· apply derived demand and the labour market model to contrast the impacts on workers in education and hospitality.

As you write your report, take care to make clear links between the models and your explanations.

Hand in your report to your teacher by [teacher to insert date].
Student resource

This resource provides research background information on economic activity during 2008–9.

Economic activity increased by 0.1% in the June 2009 quarter compared to market expectations of a 0.2% fall. This is the first quarterly increase following five quarters of contraction. On an annual average basis, real GDP decreased by 1.8%, the largest fall in the currently published GDP series, which began in 1987. Today’s result confirms that economic activity has begun to stabilise. Leading indicators, such as consumer and business confidence, have continued to improve over recent months and point to further growth in the September 2009 quarter. However, any growth is expected to be weak and the economic recovery is likely to be subdued as unemployment continues to rise into 2010. The average expectation in the latest NZIER Consensus Forecasts is for the economy to grow by only 0.1% in the September 2009 quarter and economic activity is not expected to return to its pre-recession level until late-2010/early-2011. Looking further ahead, the average prediction in September’s NZIER Consensus Forecasts is for the economy to grow by 2.7% in the year to March 2011. As a result of weak economic growth, the Department expects the unemployment rate to continue to rise in coming quarters, reaching a peak of around 7% in mid-2010. 

Source: Department of Labour (2009) www.dol.govt.nz.

EMPLOYMENT AND UNEMPLOYMENT - December 2009 QUARTER 

Background

This report informs you about the Household Labour Force Survey (HLFS) results for the December 2009 quarter which was released today.

Key points

· The unemployment rate rose to 7.3% in the December 2009 quarter - its highest rate in 10 years. The number of people unemployed now stands at 168,000.

· The increase in the unemployment rate was driven by an unexpected increase in the participation rate and strong population growth, resulting in an increase in the labour force of 16,000 (up 0.7%).

· The fact that the participation rate rose slightly (68.0% to 68.1%) may be partly due to people feeling more optimistic about their job prospects and starting to look for work.

· Employment in the health and education sectors has risen over the year. However, manufacturing, retail and construction continue to be affected by the downturn providing real challenges in finding employment for people that have lost their jobs over the last year.

· The youth unemployment rate increased to 18.4% over the quarter and the ‘Māori only’ unemployment rate increased from 9.8% in December 2008 to 15.4% in December 2009.

· Statistics New Zealand reports that New Zealand’s unemployment rate is the 12th lowest of the 30 OECD nations, well below the OECD average of 8.6%.

· The recovery in the New Zealand economy will take some time to filter through to the labour market. We expect the unemployment rate to peak in mid-2010 and remain elevated until 2011.

· The Department’s Leading Indicator of Employment continues to indicate that there will be an upturn in employment around the middle of the year.

Source: Department of Labour www.dol.govt.nz.

Unemployment may still lag economic growth news

By Susie Nordqvist 

2:00 PM Monday Mar 22, 2010

Unemployment rates will continue to lag for the next six months, despite forecast growth in GDP pointing to signs of an economic recovery, a leading economist says. The Reserve Bank has forecast a 0.6 per cent growth in GDP when national accounts for the last three months of 2009 are released later this week. However Goldman Sachs JB Were analyst Philip Borkin cautions it could be some time before job seekers reap returns. Borkin has tipped employment growth at 0 - 0.5 per cent for the next six months, until such time as the economy could absorb the rate of labour growth. Even then, it could be well into 2011 before employment rates returned to pre-recession days of about 0.7 per cent he said. "What we might see initially is that when firms look at staff requirements they might just pick up the hours of their existing workforce," he said adding many firms opted to cut hours rather than lay off staff during the recession. "While we will see employment pick up, it won't be substantial. We are expecting a sluggish recovery."

His comments also apply to people in work, with economic growth not necessarily meaning a fatter pay packet in the interim. ASB economist Jane Turner said retail and manufacturing would be making a strong contribution to growth, while the recovery in construction and services was going to remain "slightly more muted". Although important, the Thursday GDP stats related to the past. "… what's of more interest is if growth is becoming self-sustaining through 2010," she said. "Certainly, the foundations are locking into place, with improved business and consumer confidence over the past year." The lower New Zealand dollar against the Australian dollar was likely to "provide a lending hand" to the local manufacturing and tourism sectors. Westpac economist Brendan O'Donovan said last week he reckoned the manufacturing sector had expanded by 1.9 per cent during the last quarter of 2009. The "standout component" of the GDP growth was going to be inventory investment, he said. This kind of stockbuilding was the first stage of every recovery, said O'Donovan.

Source: New Zealand Herald http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=10633621.
Why does this matter?

Unemployment affects the individual and the households they live in. Unemployment is associated with serious problems including reduced self-esteem, depression, more risk of illness, greater likelihood of committing crime, and of suicide. 

Young people are especially vulnerable to unemployment because they are not already established in the workforce and they have not yet developed the skills needed to compete with older workers. If young people are not in education or employment they are not learning skills they will need in later life and may make bad choices about how they spend their time. The resulting social and skill deficits may affect them for a long time and reduce the contribution they make to New Zealand’s community and economy. 

Unemployment increases welfare payments. In September 2008 almost 30,500 people were receiving the unemployment benefit with an annualized cost of just over $500 million. By September 2009 the number of people receiving the benefit had doubled to 61,000. 

Reduced income as a result of unemployment leads to less spending in the economy, exacerbating the recession because businesses lose revenue so they reduce their workforce to lower their costs. 

New Zealand's performance

Prior to the recession unemployment was low in New Zealand and there were shortages of skilled and unskilled workers. By September 2009 there were 150,000 registered unemployed people in New Zealand, with around 40% of them receiving unemployment benefit. 

New Zealand’s unemployment rate has risen faster during the recession than the rate in OECD countries on average. Currently the unemployment rate is 7.3%, almost double the unemployment rate of 2007. The unemployment rate is still lower than the OCED average of 8.6%, and New Zealand is ranked 12th out of the 30 OECD countries. 

Youth unemployment is different. New Zealand ranks 29th out of 30 OECD countries for the proportion of unemployed who are 15-19 year olds. New Zealand’s position is only slightly better for 20-24 year olds. Over 20% of 15-19 year olds are unemployed and over 10% of 20-24 year olds. 

In New Zealand, young people make up a very large proportion of unemployed people. Almost 30% of the unemployed in New Zealand are aged 15-19 compared with around 12% for OECD countries, on average. Around 40% of New Zealand’s unemployed are aged 15–24. 

What is being done?
New Zealand’s response to the recession has been remarkable in some ways. Average hours worked per week in New Zealand reduced from 35 to 33, reflecting what could have been a 4% increase in unemployment but instead was shared across the workforce. Many businesses are making efforts to avoid making workers redundant by reducing working hours. Businesses are motivated partly by desire to look after their workers and partly by wanting to retain capacity and capability to grow again once economic conditions improve. 

A nine-day fortnight scheme was introduced by the government to abate the impact of the global economic turmoil which New Zealand businesses and their employees faced. The job support scheme was initially aimed only at private sector businesses with 100 or more employees. Uptake within the programme was limited, but the evidence discussed above indicates businesses may have adopted the idea independently. Government also introduced the Restart programme which is a package of payments, employment and job services to help people who have recently been made redundant from full-time work. 

A Youth Unemployment Package was introduced in August 2009. The package, costing $152 million, aims to create about 17,000 job opportunities for young people over the next two years. The package will create 4,000 new tertiary training places for 16 and 17-year-olds. In addition, it includes 4,000 job placements of 6 months for low-skilled young people in businesses and about 3,000 of up to 6 months in community programmes. This package was justified by claiming it is important that young people do not become completely detached from the world of skills and work. The intention is to make sure New Zealand does not risk diminishing the potential of a generation of New Zealanders whose work opportunities have been affected by the recession. 

Source: The New Zealand Institute 
www.nzinstitute.org.nz. 
Useful links:

Below is a list of websites and articles that may be a starting point for students commencing their research:

· http://www.stats.govt.nz/browse_for_stats/economic_indicators/GDP/GrossDomesticProduct_HOTPSep09qtr.aspx
· http://www.statistics.govt.nz/browse_for_stats/economic_indicators/GDP/GrossDomesticProduct_HOTPDec09qtr.aspx
· http://www.dol.govt.nz/lmr/lmr-hlfs.asp
· http://union.org.nz/news/2009/worrying-trends-in-unemployment-figures.

Assessment schedule: Economics 91225 The global recession and its impact on unemployment in NZ
	Evidence/Judgements for Achievement 
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student has explained the changes in unemployment caused by the global recession, and has explained cyclical unemployment and linked it to the highs and lows of the business cycle. 

The student has explained the impacts of the changes in unemployment on the household and producer sectors of New Zealand society, and has created a correctly labelled, PPF model and described the changes in their labour market and PPF models to support their explanations.

Example of student response:

Global recession caused the recession in New Zealand to deepen and unemployment to rise, and have referred to unemployment statistics.

There are redundancies as producers cannot continue in business or have had to downsize. Consumer spending has decreased so there are less sales and revenue for producers. This also means less demand for labour so the DL curve shifts to the left increasing the amount of people who become involuntarily unemployed. 

The PPF model shows there has been a move inwards from the frontier due to an increase in unemployment and a reduction in production efficiency. Many families struggle to meet their basic needs as unemployment affects more households, so households provide fewer savings, which means less Investment. 


	The student has explained in detail the changes in unemployment caused by the global recession, and has used concepts such as the business cycle and cyclical unemployment to support their explanations. 
The student has explained in detail the impacts of the changes in unemployment on the household and producer sectors of New Zealand society, and has created correctly labelled, PPF models and described the changes in their labour market and PPF models to support their explanations.

Example of student response:

The rising unemployment caused by the global recession is involuntary unemployment and is cyclical. This means that the levels of unemployment parallel the highs and lows of the business cycle, and because we are in a recession period many people have been laid off due to redundancies and business closures. This is reflected in the unemployment rate, which has increased from 3.9% in June 2008 to 5.8% in June 2009.

There are redundancies as producers cannot continue in business or have had to downsize. Consumer spending has decreased so there are less sales and revenue for producers. This also means there is less demand for labour so the DL curve shifts to the left increasing the amount of people who become involuntarily unemployed.

Households have to sell property because they can’t service their home loans due to reduced income through unemployment. Many families struggle to meet their basic needs, as unemployment affects more households, so households provide fewer savings, which means less Investment. 

The PPF model shows there has been a move inwards from the frontier due to an increase in unemployment and a reduction in production efficiency. 

The difference in impact of the global recession between an education worker and hospitality worker is it is less likely that a teacher will be unemployed because student numbers stay the same, so the derived demand stays constant. 
	The student has analysed the changes in unemployment caused by the global recession by comprehensively explaining the relationships between them, and has clearly linked the business cycle and cyclical unemployment into their explanations. 

Students have analysed the impacts of the changes in unemployment on the household and producer sectors of New Zealand society, by comprehensively explaining the differences between them, and has integrated (fully linked) the changes shown on their labour market and PPF models into their explanations.

The student has created the labour market and PPF models, correctly labelling and explaining the changes (see appendices A and B). These are integrated (fully linked) into their comprehensive explanations.

Example of student response:

The unemployment rate is a key economic indicator. The increase from 3.9% to 5.8% within a year shows a rapid decline in economic activity, and is reflected in GDP figures, which indicate no or little economic growth during this period as well. This provides clear evidence of New Zealand being in a recessionary slump in the business cycle for this time period. 

The unemployment is involuntary because people would work if there were jobs available and it is cyclical unemployment, which runs parallel to the business cycle and is not due to frictional or structural changes; the rise in unemployment is a direct result of the recessionary slump. 

Even though there was a 0.1% GDP growth for the June ’09 quarter and a projected 0.1% for the Sept ‘09 quarter the unemployment rate is projected to continue increasing and peak at around 7% in mid-2010 because firms still have an excess capacity of labour. 

There are redundancies as producers cannot continue in business or have had to downsize. Consumer spending has decreased so there are less sales and revenue for producers. This also means there is less demand for labour so the DL curve shifts to the left increasing the amount of people who become involuntarily unemployed.

Households have to sell property because they can’t service their home loans due to reduced income through unemployment. Many families struggle to meet their basic needs, as unemployment affects more households. Banks have become hesitant about lending money to businesses and many businesses are having difficulty servicing or refinancing their existing loans. Households provide fewer savings so this also means less Investment. 

The PPF model shows there has been a move inwards from the frontier due to an increase in unemployment and a reduction in production efficiency.

The minimum wage rate helps improve income inequality, but this also makes the current situation worse as the cost of labour is harder to maintain during a recession because there is less consumption. 

The demand for labour is a derived demand which is based on demand for final goods and services, and because there is currently an excess capacity of labour it will some time before there is a reduction in unemployment because producers will be hesitant to employ more staff until they are confident of a strong economic recovery and growth and see increased demand for final goods and services domestically and abroad. 

The difference in impact of the global recession between an education worker and hospitality worker is it is less likely that a teacher will be unemployed because student numbers stay the same, so the derived demand stays constant. 

The derived demand for hospitality workers is determined by demand for final goods and services so unemployment would be higher for this group as consumers spend less, so demand for labour in this market would reduce and the DL curve shifts left, increasing involuntary unemployment.




Final grades will be decided using professional judgement based on a holistic examination of the evidence provided against the criteria in the Achievement Standard.

Appendix A: Labour Market Model
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Appendix B: Production Possibility Curve (PPF) Model
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Involuntary unemployment increases with the decrease in DL, from QSL-QL to QSL-QL1, the minimum wage rate creates disequilibrium in the labour market, because the wage rate cannot lower to the previous equilibrium W* or to the new equilibrium W*1, to increase DL and clear the surplus SL .





This indicates where there would be full utilisation of resources in the economy and is the same as the frontier curve on the PPF model where we see production efficiency. 
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Any point inside the PPF represents underutilisation of resources or in this case the move from point A to point B is underemployment of human labour (unemployment) which increases economic inefficiency.





Any point on this frontier (PPF) represents full utilisation of resources
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