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New Zealand has made strides over the past two decades to become a more industrialized economy. In former years, the country was primarily an agriculturally based economy that relied on access to the British market. New Zealand has become a bigger player in the global economy. New Zealand now holds the 60th highest GDP, while being the world’s 124th most populated country with a population of less than 4.1 million. These figures present a high GDP per capita of $25,200 per person, the 37th highest in the world. The gross domestic product is a figure that is used to show the economic well being of a nation and its growth over time. However, the GDP is a difficult figure to calculate. Researchers must find the value of all final goods and services that are produced in a country during a year. While millions of exchanges occur each year, statisticians must put together a puzzle of the monetary value that is generated from all transactions. (CIA)
The gross domestic product can be determined in three ways. The figure can be expressed as the market value of services and goods in their final form that are produced in a country during a period of time. Only goods and services that are produced within New Zealand’s borders are included in this figure. The expenditure method is another way of expressing the GDP. This calculation totals everything that was produced and will be purchased. Each final good or service is placed into a category .The individual categories are purchases by households, firms, governments, or the foreign sector. Each category is then further divided. Consumption is the total of consumer durables, consumer nondurables, and services. Business fixed investment, residential investment, and inventory investment represent the subcategories of the investment portion. Government purchases by federal, state, and local governments are included, with exception of transfer payments like social security benefits and welfare payments, in which no goods or services are received for the government actions. The foreign sector portion is calculated as net exports, which are exports minus imports.  The expenditure method calculated GDP can be represented as the sum of consumption, government purchases, investment, and net exports. The third way of determining GDP is finding the value of income and labor. This method is based on the fact that when a good or service is sold, the revenue is distributed to the owners of the capital and the workers that produced the good or service. Labor totals about 2/3 of the GDP, and includes salaries, wages, and incomes of those that are self employed. The capital income makes up the remaining 1/3 of the GDP, including intangible capital, like patents, copyrights, and trademarks, and payments to the owners of physical capital, like the office buildings, machines, and factories that are used to produce goods and services. A percentage of both types of income is eventually deducted for taxes. (Frank and Bernanke)
The two most frequently used processes in generating gross domestic products that can be compared to those of other markets are the official exchange rate method and the purchasing power parity method. The former figure is determined by finding the value of all goods and services produced in a country in their final form over the course of a year. A monetary value in U.S. dollars is then assigned using an exchange rate of New Zealand dollars to U.S. dollars. This method is often criticized because of the inaccuracy of exchange rates. Economists fear that nations try to manipulate or fix the value of their currency and distort official exchange rates. Therefore, a nation’s currency may be over or undervalued, and not produce accurate figures when using an exchange rate. Economists favor market determined exchange rates, but even these exchange rates are usually determined by comparing the monetary value of a small group of services and goods that are traded between the two countries. This small set of services and goods does not accurately reflect the economy as whole, avoiding many of the items that a country produces. (CIA) 
GDPs using the official exchange rate method are not accurate for comparing the GDP of country to itself over time, because they do not account for the depreciation or appreciation of items in a market from year to year. The change of appreciation will make the official exchange rate determined GDP fall or rise, even if the GDP in New Zealand dollars stays the same. Exchange rates are constantly changing and the official exchange rate applied to the conversion may not be the best exchange rate. The market could have crashed at the time the rate was determined; as a result, the exchange rate would not reflect normal monetary exchange values. The process of comparing two separate economies is a difficult and arduous task, and assigning the same monetary unit to all GDPs may produce inaccurate measurements. (CIA)
The exchange rate for 2005 was 1.4203 New Zealand dollars per U.S. dollar. The New Zealand dollar has been gaining ground on the U.S. dollar. The exchange rate in 2001 was 2.3788 New Zealand per American dollar. As New Zealand becomes more industrialized and more active in the world market, their currency becomes more competitive to foreign currencies. The 2005 estimate for OER GDP was $94.6 billion. This value is not used to compare with other countries; therefore, no rank is listed. (CIA)
The purchasing power parity method for determining GDP is a separate process. This process also gives the vale of all final goods and services produced in a country during the course of a year, but values the good and services at prices for the goods and services in the United States. For example, if an item cost three dollars in the United States, the total amount of that item sold in New Zealand would be multiplied by the cost in U.S. dollars, instead of multiplying the number of items sold by the price in New Zealand dollars and then multiplying that figure by the exchange rate. The purchasing power parity is favored by economists in regard to comparing standard of living and productivity of resources. 
The PPP GDP is usually more difficult to compute. A U.S. dollar amount must be applied to each good and service produced in New Zealand. This process can be especially difficult when an item or service is not available in the United States or unused. Countries can place higher value on an item than Americans; therefore, not accurately depicting standard of living. In some cases, the purchasing power parity GDP is determined from a small set of goods, due to the fact of differences between the societies of the United States and other countries. More precise measurements can be made for more developed countries, like New Zealand. The purchasing power parity and official exchange rate estimate GDPs tend to be much closer together in the case of industrialized nations. The PPP GDP and OER GDP can be useful tools for estimating if a country’s currency is undervalued or overvalued. Since New Zealand’s OER GDP is smaller than the PPP GDP, then the official exchange rate used could be undervalued. (CIA)
The 2005 estimate for the PPP GDP was $101.8 billion dollars. The 2004 purchasing power parity GDP was estimated at $92.51 billion, while the 2003 figure was $85.26 billion. These estimations are better representations of New Zealand’s GDP, when comparing it to other industrialized nations and itself over time. New Zealand’s GDP grows each year, which is a good sign of progression and economic growth.  

The leading industries of New Zealand are food processing, wood and paper products, textiles, machinery, transportation equipment, banking and insurance, tourism, mining, education, and scientific and industrial research. Food processing is very important to New Zealand’s economy. (Immigration New Zealand) Potatoes, barley, wheat, vegetables, fruits, beef, lamb, fish, and dairy products are some of New Zealand’s most popular agricultural products. Approximately ten percent of the country’s population holds jobs in the agriculture sector, with agriculture accounting for 4.3% of the GDP. New Zealand is very productive in its agriculture sector. With a land mass about the size of Colorado, New Zealand does not have a vast amount of area for agriculture. Less than seven percent of land is designated to permanent crops. (CIA)
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(Ministry of Agriculture and Forestry New Zealand)
Trade is vital to the growth of the economy, and agricultural products are New Zealand’s leading export. Exports account for about 22% of New Zealand’s GDP. Australia is the leading trading partner, accepting 18.7 % of exports and providing 28.7% of imports. Australia and New Zealand lie in fairly close proximity to one another, so they can trade relatively easily, but are also in competition over the offering of goods in global markets. Australia’s major industries are mining, industrial and transportation equipment, food processing, chemicals, and steel production. Australia is richer in resources than New Zealand, due to its largest size. While both countries consume many of the goods they produce, Australia specializes in exporting are coal, gold, meat, wool, alumina, iron ore, wheat, machinery and transport equipment, while importing computers and office machines, telecommunication equipment and parts, machinery and transport equipment, and crude oil and petroleum products.  New Zealand also exports machinery and agricultural products, so competition exists in these sectors. (CIA)
Much of New Zealand’s trade is conducted with two of the world’s largest industrial powers. Along with Australia, the United States and Japan account for a high percentage of New Zealand’s imports. The U.S. and Japan account for 11.1% and 10.3% of goods shipped in to New Zealand. The United States and Japan also accept many of New Zealand’s exports. The U.S. takes in 13.8% of exported goods, while Japan receives 10.3% of exports. The United States exports 9.2%,  of the world’s agricultural products, 26.8% of industrial supplies, almost half of all capital goods, and 15% of all consumer goods, while Japan exports motor vehicles, semiconductors, transport equipment, electrical machinery, and chemicals. Many of the products that these two countries produce are New Zealand’s leading imports. New Zealand’s largest imports are of machinery and equipment, vehicles and aircraft, petroleum, electronics, textiles, and plastics. . New Zealand holds an unfavorable trade balance, with the 12th highest trade deficit. New Zealand exports a valued $22.21 billion worth of goods and services, but it imports $24.57 billion worth.  

A quarter of New Zealand’s 2.13 million workers are employed by the industry sector, which comprises 27.3% of the GDP. The largest employer is the services sector, which makes up about 65% of the population. The services sector contributes 68.4% of the GDP. Society as a whole has showed a shift to reliance on the services sector, as much of manufacturing is completed by machines, due to the advancement in technology. (CIA)
The banking industry is important to New Zealand’s economy. However, 85% of banking is completed by four Australian owned banks. An error in the GDP is the loss of revenue to other countries. Foreign companies contribute to New Zealand’s economy, but a lot of their profits are taken back to their home countries and invested. The GDP also does not count profits from New Zealand owned companies in foreign nations. These missing revenues could make a large impact on GDP. 

 In New Zealand, the percentage of women participating in the labor force continues to grow each year. According to the 1986 census, 41.7 % of the labor force was women. The 1996 census pointed out that 45.7% of New Zealand’s labor force was women. This trend shows that women are moving from unpaid labor, like childcare, to paying jobs. This information may be misleading, because women are leaving their homes to work and their children are being supervised by paid workers. (Statistics New Zealand) The GDP is being inflated, but the work of childcare that was once unpaid is now being paid for. The GDP does not take into account all the volunteer work and unpaid labor that occurs within in a country. Hundreds of volunteers donate thousands of hours each year to perform volunteer work in agriculture, environmental protection, and community services. (United Planet)
There has been conflict between the two ethnic groups of New Zealand. People of European descent total 69.8% of the population, while the Maori people account for 7.9% of New Zealand’s inhabitants. Maoris are the aboriginal people and feel they are losing rights. Some feel there is a “cultural and economic genocide” of the Maori. They feel that the New Zealand land is rightfully theirs and have called for an independent nation. Maoris feel that colonialism has robbed them of their culture. They believe their labor is devalued and they are discriminated against. (Maori Independence)
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(SmartNet)

New Zealand showed a 2.2% real growth rate for its GDP, from 2004 to 2005, using the purchasing power parity. This figure is also adjusted for inflation. Their growth rate is ranked 161st  when compared to all other countries. This figure is one of the lowest growth rates in the world. The New Zealand government feels the economy should be reaching a 4% growth rate, as they are growing and becoming a larger player in world markets. 

I think that the 2005 estimate purchasing power parity GDP of $101.8 billion dollars is a pretty fair estimation of New Zealand’s GDP. New Zealand is considered a developed country, and with a population in which 80% of its members live in cities, the amount of goods and services that are exchanged can be more accurately recorded. The GDP is most likely a little lower, because of the move of women into the workforce. However, the GDP does not account for unpaid labor, like volunteer work, so this combats the move from unpaid labor to paid labor. New Zealand and United States have similar societies, in terms of what is valued. Both countries are advanced in technology and development, producing a fair PPP estimate. New Zealand is a relatively small island nation and has done well in distinguishing itself as a prosperous nation that can contribute to global markets. GDP estimations due not rely heavily on extrapolation, like in comparison with GDPs of developing countries. Most goods and services that are available in New Zealand are also available in the United States, and vice versa.
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