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Credits: Four

Answer all questions in the spaces provided.

Students are advised to attempt all questions as extra opportunity to meet the required standard can be achieved in other questions.

YOU MUST HAND THIS BOOKLET TO THE SUPERVISOR AT THE END OF THE ASSESSMENT.

	Achievement Criteria

	Achievement
	Achievement with Merit
	Achievement with Excellence

	Demonstrate understanding of consumer choices, using scarcity and / or demand.
	Demonstrate in-depth understanding of consumer choices, using scarcity and / or demand.
	Demonstrate comprehensive understanding of consumer choices, using scarcity and / or demand.


	
Overall Level of Performance



QUESTION ONE: ECONOMIC DECISIONS AND VALUES

(a) Explain how income is a limited resource for Sophie. In your answer you should refer to and explain:

· scarcity
· opportunity cost


	

	

	

	

	

	

	

	

	

	

	

	

	

	




(b) Fully explain how values might influence the decision Sophie is making about working more hours at the supermarket.  In your answer

· define values
· define the differing values held by Sophie and her parents and explain how these might cause a conflict

· suggest how Sophie or her parents might make a compromise economic decision to resolve this conflict

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



QUESTION TWO: THE LAW OF DEMAND

:
	2 Litre Containers of Milk Purchased per 4 Hour Shift

	Price ($)
	Quantity 

	3.00
	250

	3.50
	200

	4.50
	100


(a) Draw Sophie’s customers’ demand curve for milk on the grid below. Fully label your graph

      Title

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


(b) On the graph show the effect of a rise in the price of milk from $3.50 to $4.00


(c) Fully explain the reasons for the difference in quantity demanded at $3.50 and $4.00, and the   flow on effects this price rise has on consumers.  In your answer you should:

· refer to and explain the law of demand

· explain why consumers obey the law of demand

· use figures from your graph to illustrate the law of demand

· explain the flow-on effects of the price rise

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



 QUESTION THREE: EFFECT OF OTHER FACTORS

(a) On the graph below show the effect of an increase in the price of air travel will have on her parents’ demand for overseas accommodation. Fully label your graph.
Mr and Mrs Green’s annual demand for overseas accommodation

Price ($)









     D











Quantity (Nights)

(b) Fully explain how the increase in the price of international air travel will affect Mr and Mrs Green’s demand for overseas accommodation.
In your answer you should:
· explain how international air travel and overseas accommodation are related.

· explain how the increase in the price of airfares affected the Greens’ demand for accommodation overseas.

· explain one flow on effect this change in demand may have for Mr and Mrs Green

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



QUESTION FOUR: CHANGES IN DEMAND

(a) Explain why Mr and Mrs Green now spend more on their holidays.  In your answer you should refer to luxuries and necessities.
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	




(b) Fully explain how Sophie’s spending might change with this extra income.
In your answer you should:

· explain why Sophie currently spends much more on rent than she does on socialising.

· use examples from the above list to illustrate the differences between luxuries and necessities.

· explain the flow-on  effects on the proportion of her income Sophie spends on items on the list.
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You are advised to spend 60 minutes answering the questions in this booklet.








Sophie is a Year 11 student who lives at home with her parents. During the week, as well as doing her homework, she spends two evenings a week working at a supermarket and coaches a junior basketball team.





She likes to spend her earnings on clothes and topping up her phone and is also saving for a scooter.





Sophie has decided that owning a scooter will drastically reduce her travel time to school sport and work. It will also allow her to visit friends on the other side of town more easily. She decides to ask for more shifts at the supermarket so that she can save more quickly.





Her parents feel that the extra hours at work will impact on her grades, and are worried about the safety of riding a scooter.
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While working on the checkout Sophie notices that the amount of milk purchased by customers changes when the price rises or falls. In a four hour shift the following changes are noted.
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In order to recover from the stress of bringing up a teenager, Sophie’s parents, Mr and Mrs Green, take several holidays a year either in New Zealand or overseas
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It is now 5 years later.  Sophie has left home and her parents, due to some pay rises, find they have more money to spend on their holidays than they used to.  They now travel overseas more frequently
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Sophie is now a university student on a tight budget. Her weekly spending consists of;


Rent		$100


Power		  $20  


Food		  $50


Socialising	  $15





Her parents decide to send her an extra $100 each week.
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Extra paper for continuation of answers if required.  


Clearly number the question.
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