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QUESTION ONE: The circular flow model and impacts on economic growth 

Model One: The circular flow model 

Financial 

Consumption 

Income 

(a) Use Model One to answer the following questions.

(i) Identify money Flow A on the model.

So.\J,fl3S 
(ii) Explain one reason why money Flow A might decrease in value.

If C.01, ¼M�O(\ 

�re so Cvcll 

be <;fl--t r-A ;� 
clec Yt<.<;.� ln vcJ¼..

Job� of cl..ecru-.1
-c:

Inc r eu..se) pcq,L e C,v,'H 
f.ll� lc5) lrt�o SuL,,,1:,s 

� � {J � f�op\.e lo�s ,tl,e,

lY\ w�ts fec_fle Lr;ll �c v:;,N.-1 � Mc.,r'\-� � �J. 
o.11cl Pr.IH� less Lnlo <;c.-vif\.� -i-cc.>lS,h:J 'IJ I.JcJ:{ ... c. .. 

(iii) Identify one injection into the circular flow model.

e X fort (ec e ;p+-s 
(iv) Explain one reason why this injection might increase in value.

o.s we f rod.lice fnove Aoo&.S o( Ql/t(St'.'c..S 
d,..elV'lA,t\(}... IY\ov e. we.. wt'!l '1e. Ctblc: -lo Sell /YIDfe 
ovWSeu.) .\hefe\vre erport reccer-k wdl

\ hcv er.,,.5t. lV\ VDtlLte. 
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(b) Explain why economic growth would increase if the Northland trial is successful. Refer to at
least two of the flows from Model One in your answer.

AS ()i CS re�w bwk r C◊CA,Lcl je+ Jlt. en \'--Yl 5UfpL� � OM !votllevL {

t�,i'V'-) [1 wdl (Y)(u/'\ Mote fcorlc in .J.iJ_ '/ect.fj()/'\ lv,II

b-c 4Mpoltj -eA , SC> {e<;S fcopt,( L--Jill L-c /.,A.rtei--·'flv<j�e( -1-�:s 

lvt I\ kelp lf'\C r tt,� C e ccno...-l �l owi� �pi-e. 
c..<?. MC) (( peofle

� tMplo�i:::� ( 1-\.Dv/2"e holcl) CC>nSIA.Mfkbh lv,'ll lhcvt!"""fe

�
fA 

f")Of l veopk. l-., ill ho,� J..."-sf oSc-ibLe ln.C C>""'-� - l+ 
(A, i l\ °'-( So ln. c if� Sc ec on o �c 9f o� b c Ct,.,>" e 9 O vu-.--,-•-!.. 
l-v;ll Y ecvv--e. rv\.Ofl \Vlll>'-e. --lu..)( Ct.--� f'vte;rc r7copl.e t;Jt-1

_p\,;,S. WCJtlC.'>:_) t,( .c-v� 5vlf P½>•n:; p,cs r-cl"\"'+ iJk.v. 
\� lvi\\ cd5o !ec.vu.-se. �v lr'\porJ pv-�� C-� 1:½ lA-lll YU!> LDvi.<j�,
f\ � e J.... to I Iv\ Po r + 2 SOD -bl'IO b-l f' c l"\.Vv-\- bc,t.}t-v �s l + w( £ l k

�(O(,JY' L�c.c..,L<j "-Ou Lf\.C'"""""'-'.J CCO(lv(;,i,,.,;C. yt U<-v�h, 
(c) Discuss the impact of a successful trial on the government's operating balance

(revenue - expenditure).

� 51.t.cc eS'.:>�\ �t 4-l o V\ �Ot,,e,�S O pe,/;\,\:
"j 

be,.,lew-.c e 
&val fvlee,.,f\. ½ t--r�Ll ke:. recuirvj l'-'\cJv'e reve..f\-�

.\-�ct. f\ e 'I () -tv-d: U .e.. t <; 0 � -il_ �yA.1e.v V"\.,{.. wd { be..

C;e,J.t-J V\... ros,�'<-<- op�ic../-� L�llvic.e So � 
L.Jif\ �-c c,,ble- --k> tb �i:''tJJ th Jl_ .Cl,{_k;� ev't-i

l-vi' fl �,Ci1/l -t-A }-l e. CO h.. D� c.-� l f l S ('---OJ-I

t; �l� \o Ve s (A,�\- l V\ -e. (_C Y\ (.wv--: C '3 ( OL..t)k.
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QUESTION TWO: Aggregate demand and aggregate supply 

(a) Use the formula for aggregate demand to explain why the purchase of the battery powered
aircraft will decrease short-term aggregate demand.

C \- \ t &.\- (X-M� �(e,�le_ tl.e,MO--,,.&. tD �CA.. = 

� \.\- lv,\l cl.ecru-� S\oi\-- k iv-- AJ.. �e(A,>e.- H w�s &\. �.�k eqett-�) 
lvr tpvuV"M\- e-.nl �, \\l_ �'S\- l1a.u v�� \\-c, 60-� kskl 
\� w\ \\ V\\)\ k�p V-L C◊v-.•\ r�.

Graph One shows the longer term increase in aggregate demand that results from the increase in 
consumption spending due to operating the new aircraft. 

Price 

level 

�PL 
Pll 

Graph One: AS/ AD model of the 
New Zealand economy 

---AD, 

�--AD 

Y -� 11 Real GDP 

(b) On Graph One, show the long-term impact of operating the new aircraft on the aggregate supply
curve and economic growth.
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(c) Referring to Graph One, explain how operating the new aircraft changes the following.

(i) Aggregate supply

As .\fe.. �a,J c,...{c(cJ.\. wUI {� lb-\$ ]o( A:,( /..ewz.�c,J. Ii- wW be l'w!H ...

p1ut:.�\\l. ,\k (c,c;� o\ \Ji o<iv..\.'-M \/-,ll\\. \,; e:- �e <-v w5,"h.j t",..J... Ct.-S

i� \{\� \"' l\ew ).e�"o\�� � v\\\ \e. ��c.�v-"<lj \e, �s\.

(ii) Economic growth

w 1-lh As 1f\ (_ i w; i'� \e. �s \ !u.e. .\.c) J.e6ev� e \v'\ CO >l e>.\ p, J.u� c.J
� \, CG"'-'"t=P.�
n\) lY\C,l�') l.{) �o \ O\.ut �{) � \� C( "'�•'j -ltis

Cfu.lje� e ReCA-\ f50f \o \\"c,( V\,5e \'OV'- '-J -l-o � I 
lv� \.S eCoV\0r'\AC- £>i01,r�.

(d) Compare and contrast the imRact of the government making it cQmpulsory to use SAF for
dom stic flights o conomic gro - nd on e environme .

1L 8<»eJ�+- hulC(1:j sAf CoMfu.C(A'j -tor t}.Oke<;}t �lttJ�k
(,A.I,// be,,-.:t,·-J- -eco,,,01-,.'c e;rvtv./t, becu.�e.... /..J w,·ll cvec.k_

hund.re) S a+ Jobs I cv c._t'j ot ,ev-f'l,l� vtp +o $ I.{�

M-'ll r�, j @c:,v. t?l s ho rt: pcorl.e 1--.. {)< K- JC, L <;; h�e 

L.old. Cor-i. c;:lAf.MpJ._b,, (.,._,,/11 lncr,;ev.,--e uJ' jlt,,1 Lril/ t-.0tv-
,1-vu�* .'--o'-". t"'v-�.,... 

Move. d_;)<fo>G,tht_ ,�1(0"'--e. I lt'7 C lhc(�'> l+ i..Jtll 

(CM/'J AD ·to lnc.v"'-Se o.._�J.. l.Jill Cv'�-t ecC)AO,-,\C v,oJ1,. 
1+ &v,ll oJso hefll ;++ J(e_ CJl)�i'ro1'--Cr1 +- l� sAr 1s

COhp�5c�flj tor Jore�.\:c -Cl,�jhh beLLCt. l� �tll flo/-
h e V\S, \ j .(' oC:,� Cll � lA,\ l� ().l\b\ ( Answer space continues over ► )
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\h� L,-.C,:"J \eU cµ_J tv---k,-/woocA. so (A:( foll"Jc,n �ii 
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9J e. t f\ ��� fy.t ( ,,.,,:, ) ) 0 "- $ C) v,. A_I) (•"1S \: C t Li 'j \,.J<,, 
(J.f \.<:> Q. D '/ • c() �rv o\.. � Lt£i • v-vj J e.\ � L 
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This page has been deliberately left blank. 

The assessment continues on the following page. 

Economics 91224, 2025 01208 



8 

QUESTION THREE: Measures of economic growth 

Gross domestic product (GDP) is the total value of goods and services produced in 
New Zealand in a year. 

Some households buy fruit and vegetables from shops, while others grow their own from seeds they 
have bought. 

(a) How will GDP be affected in the short-term and long-term if more people choose to buy seeds to
grow their own fruit and vegetables?

(i) 

(ii) 

Short-term 

{f lv:l\ lnc1tt.LSe.. GDf O..,S kor,..Se;holcLS l,ll'j Se-,!J.s 
r;..,s �½ (\�eJ. Se-eel-.> b Swt ikve 'JCvul!-n ,. �s 
lA.t3 wi // /1 c fJ -le> prcJ..r.,,.ce <;e e Jc; IDr "'O{,,->'c-l..cilc� 

� � blA:J 
Long-term 

H �ll vle(wt� GOP a.ewe cJlv il r\·,s� �ew Dt 

c-.. h.ov--(e �l&. 0tDlvt� �c c:>wY\ �c..ttle.A � L.,,·11 no
to�c, d\e-eJ �o �rc.L--c--.q,e s��J.-� Ot.> .t-� Cu,--. coll�J

lhev-i tot'-'\ lu plu.V\t � oJteCNl.1 h.'t-vl? so �� l!J
�nj neeJ . +-o rrod..J,,.ce vt9 Jvie� s-e�ol-s

1 
G l?f>

(;)0 •�1 &.ow" 
Net social welfare is a broad measure of economic growth that uses a combination of 
economic indicators and quality of life indicators. 

(b) Explain one situation when GDP could increase but net social welfare decreases.

wt..�, e /Vlc), e { ? f', ocW.c eel c,,/">J f>l1. ,cl,,.c,4'ed._ bvi.-+

-f C<..c-k:.? 'S, o-
t q {,._ C( /, -t'j 0-t / ,-:{: e D..1 /1 ,}- / r-,p,o,, e.J Or 

LJc,,Scr e.:; 1 ScLcc)5 � Jo/l� a-e+ /'lPl-..,, (eSCYt°eS 
o, hosa=c,thJS d6trt Vlfft.-.de or je✓ {).el.,,,-- .bed<;;.
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Graph Two and Graph Three show two situations in which economic growth has decreased. 

Graph Two: A decrease from A to B Graph Three: A decrease from C to D 

Consumer 
goods 

Capital goods 

Consumer 
goods 

Capital goods 

(c) Com are and contrast the causes and effects of the decreases in economi�growth shown in
Graph Two an raphThree.

• -

In your answer, explain:
rJ what could cause the changes shown on the graphs

� which change would be worse for long-term economic growth in New Zealand.

\0 3,tA-ph -two � fbi/1-} A skowS ik£A.t ½ 
DJe. (\?(O c.UA,C, fl,j Cvt Y"'C½ f CDM()O<-c;,i.

J 
I �� Cve U.S'trlj cd l

& re5ov-,c-e> �et.\- °'-'t o--vc-l��le ik sl-.,t.� �o� °'"'

� o f:7 S\.ow S 1�+ .\lej {)..re Y\ D lon� ly lP-�;"j 
cdl � (e5v--Sor��s {�.\- ()./e. D-.vol.��it So u/e r'\ot

C>foJe,u tllj CL-t k, l ku�e-s� �v,+� \ i ( e. sun,� ln

6\e3CA-�Ve__ � (o� r--c.> LOhjl/ pr uv\V-(,,1'vj &-s M-1.1\,t k _ 
60 �ro.fh ��f e.e. PDll'+ c_ Shows -+kd ell .tl
O'luCA\ �l;l r e-1;, o(.A,tS � � to �-e �ble.. .\-o pi 0ilu..L.-(.. c� ltl s� w
� c C\f i \.u\ 30 oil� \le_ Ct-vrU <;l.f,t�� lY\G�J.s -to 
rot/\\-- 0 S�cwS ��\ \\eJ \.-utL les \ uet;w-<c

0-,�lA��'«- �OLJ c;o ew tLt> M\ lw✓ V-t f7rf!,t,'�-t� .!-v 
orn lve,g., eve, �"'\U-OA c C>Y'\ '1lA�✓ DI.� c &-r � \U,\. fJCX>lS 
\ (i)V.l--f½ f'\t_!i�\ .. ..V-L- \\ \ ,. n 1 - feJIM;:

1 

1n e c.,o.-u.::.c tl, o,._,th. & rt,..pn1 '- e,\\.c,,"':J I".

C OV-\ 1k. � C (j,\,� � l \� f\ DX h W Y\,J ( Answer space continues over► ) 
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/)._7 fv\vd-\. d.e��l 5C> dc�1� l\�eJ -0 f(Olf.Ke u':i /¼� e;r lro�vi

Muckc...r_:, SD c�rtJ G-.�e c..11 o.C Jlt 0..11014bl..- re�o,c ... <. 
GrtA�, � Ch°'-"{)e C01Al&. �e Cu.,$'el b

j 
� nu,frttl de.SLA.S'kr 

e3, �ve CA,� b,Y\� tA.DL,J� (oreJH� So huvl le�> 
l.,,JooO-- k fv'fAILc i.(\_,s I e� 1 ec.-,J�qt-lt� 0i,y\! bctilcJ.,�.s 
CA0l ro0ttl-J :)of JP<;hq,J eA <i-o Cli.(v� Sh.'C./.J 
In. LJwl.5 �5 { C< lQ. I c<> 5 S re7 7t,.,,,-��t;, 
ove✓ CA\\ 5r�fh ; W\\\ ��ve L,.;ofe. o!� lCJY\:') .Je,�
el4 � o..s ii 4aks-- l S ku,J.. v,/t). 4c<.te.9 +;� 

r 
I < I'., · 
r: 

�o �e. Ctb\c. .lo Cie: \ �ore vesv..,t;;�s, l� l5 
WDY? .\v LCJ.vl- l'f�� f(')ovl 5eS icLw-e. 1.)- �;;;;} f•-: 
�0-.-l cl.on, h.CtvC.. }u_ 6ftLt,lf'-1'-

:1 
0 ( { t-Sw9� s -k) �

b l Qble b Mak Mo ( e.. 3ooi� 5e> Cj C) u. D-,e.

l; M,. k � ..l "' wk\ �o od. ', (),1\-l 7 c(U I S-c s !:J O '-<. C (... I" Mu. i'.t •

l') � -e H-u o�{ u.$ � 
wlLv'L u..-S sv��� z_ --=y 
� l,\- \. ';, ec,.5-c-r � 0 ,C; AJ_ k C<.� S 1-e be

u.. b iL,. -l-o v-re v-", 0 n:.... ( C (..L. )vt.,v 5" -6 t'-'\A � lr1, C>YC. 

s e ( u C, s-es.
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Extra space if required. 

Write the question number(s) if applicable. 

Material from the following sources has been adapted for use in this assessment: 

Question One (b) 

SCARLATTI. (2024). Evaluating the financial feasibility of a North/and peanut industry. https:/lwww.northlandnz.com/ 
assets/Files-for-Download/Corporate-Library-Documents/Evaluating-the-financial-feasibility-of-a-Northland-peanut­
industry-FINAL.pdf 
Northlandlnc. (n.d.). Peanut trials. https:llwww.northlandnz.com/northland-inc/what-we-dolregional-infrastructure-and­
investmenVprimary-sector-projects/peanut-trials/ 

Question Two (a) 

RNZ. (2023). Air New Zealand purchases its first battery-powered electric aircraft. https:/lwww.mz.eo.nz/news/ 
business/504050/air-new-zealand-purchases-its-first-battery-powered-electric-airc raft 

Question Two (d) 

Bradley, G. (2024). Aviation fuel from waste wood viable in Aotearoa, says Air New Zealand, Lanzajet. New Zealand 
Herald. www.nzherald.eo.nz/business/future-fueWPMCRUAELJAPJOJZORTU2ZHLYY/ 
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Achievement 

Subject:  Economics 

Standard:  91224 

Total score: 11 

Q 
Grade 
score 

Marker commentary 

One A4 

The candidate correctly identified Flow A on the circular flow model. The 
explanation of why export receipts increase was brief and would have been 
improved by including a context in which production might increase  
(e.g. good weather increasing the harvest) or overseas demand might 
increase (e.g. depreciation of the exchange rate). 

To be awarded a Merit grade, the candidate could have explained the impact 
of the trial on the Government’s operating balance using the relevant flows 
from Model One, in particular income tax and transfer payments. 

Two A3 

The candidate used the correct formula for AD but did not refer to the 
imports component. The effect on growth was explained with clear reference 
to the model. 

The positive impacts of a decision to make the use of sustainable aviation fuel 
compulsory were explained in terms of economic growth and the 
environment. For Merit, the explanation could also have covered the 
potential negative impacts on economic growth, using the information in the 
resource material as a prompt. 

Three A4 

The candidate explained how short-term GDP can be affected by market 
activities, but the long-term effect was not explained in the context of fruit 
and vegetables.  

Two causes of a decrease in economic growth were explained, although a 
stronger explanation of Graph Two would include the idea of underutilisation 
or unemployment of resources.  

To be awarded a Merit grade, incorporating a specific reason into the 
explanation of why GDP would increase but net social welfare would decrease 
was required. 
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