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Level 1 Economics 2011
90985 (1.3) Demonstrate understanding of producer choices using supply
)








Credits: Three

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 producer choices using supply

	Demonstrate in-depth understanding of producer choices using supply

	Demonstrate comprehensive understanding of producer choices using supply


	Overall Level of Performance



 (
You are advised to spend 
60 minutes
 answering the questions in this booklet.
)


 (
Assessor’s
use
 only
)QUESTION ONE: THE LAW OF SUPPLY

 (
High Trees Timber produces 
pinus
 
radiat
a
-top quality timber 
used in the building industry. 
Their annual supply schedule is shown below
)




	High Trees Timber’s Annual Supply of Pinus Radiata

	Price ($ per tonne)
	Quantity Supplied (tonnes)

	120
	60

	140
	70

	160
	80

	180
	90



(a) On the graph below draw a supply curve using the data from the supply schedule.  Fully label the graph.
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(b)  (
Assessor’s
use
 only
)Use your graph to fully explain the law of supply.  

In your answer you should:
· state the law of supply
· describe how your graph illustrates the law of supply
· on your graph show the effect of a fall in the price of timber from $170 to $150 per tonne
· explain why producers obey the law of supply
· explain the flow on effects for producers of a fall in price from $170 to $150

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



 (
Assessor’s
use
 only
)QUESTION TWO: EFFECT OF TECHNOLOGY
 (
A new type of truck is introduced by High Trees Timber which can transport 50% more timber in the same time. This speeds up the production process.
)





(a) On the graph below show the effect of this new technology on High Trees Timber’s annual supply of timber.


High Trees Timber’s Annual Supply of Timber
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 (
Assessor’s
use
 only
)b)	Fully explain the effect this new technology will have on High Trees Timber.  

In your answer you should:
· explain the change in the supply curve you illustrated on the graph on the previous page
· describe a flow on effect of this change in supply
· explain how this flow on effect will impact on the business


	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	




 (
Assessor’s
use
 only
)QUESTION THREE: EFFECT OF A LEGAL FACTOR
 (
The New Zealand Government passes a law which requires all forestry companies to t
rain all employees in first aid
 and for all worksites to have access to first aid equipment
.
)




(a) On the graph below show the effect of this new law on High Trees Timber’s annual supply of timber.

High Trees Timber’s Annual Supply of Timber





										      S


Price ($ per tonne)


















									Quantity supplied (tonnes)















 (
Assessor’s
use
 only
)b)	Fully explain the effect this new law will have on High Trees Timber.  

In your answer you should:
· explain the change in  the supply curve you illustrated on the graph on the previous page
· describe a flow on effect of this change in supply
· explain how this flow on effect will impact on the business


	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



 (
Assessor’s
use
 only
)QUESTION FOUR: EFFECT OF A TRADE FACTOR
 (
High Trees Timber is finding that rules and regulation like tariffs and quotas imposed by overseas governments make it difficult to sell timber to other countries
)




Describe how trade regulations can effect High Trees Timber’s supply of timber

· Describe one way in which trade between New Zealand and other countries could be curtailed by government rules and regulations
· Explain how the introduction of one of these factors would have impacted on High Trees Timber’s supply of timber
· Describe how the removal factor would affect High Trees Timber’s supply curve
· Explain one flow-on effect of the removal of this factor on High Trees Timber
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 (
Extra paper for continuation of answers if required.
  
Clearly number the question.
)
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