Supply and Demand Test 1 

Name : __________________________

Severe Frosts in Brazil Destroy Coffee Crop

Date line : Rio de Janeiro

Unseasonal rains have lead to night frosts in the past week in Brazil, and next year's morning cup of coffee is sure to cost you more. Meanwhile in Indonesia, coffee growers in the second largest coffee producing nation in the world are smiling. Crops yields this year in Indonesia have been excellent. 

A spokesman from the United Nations' Food and Agricultural Organisation, in Rome, has confirmed reports that world stocks of coffee are at a ten year low. 

Q.1(a) Draw a Supply and Demand diagram, in the space to your right, that shows the impact on the world coffee price of severe frosts in Brazil. 

(1 mark)

Q1 (b) Explain why Indonesian coffee growers will benefit from bad weather in Brazil.

___________________________________________________________________________________________________________________________________________________________(1 mark)

Q.1(c) Why would a high level of stocks of coffee effect the price of coffee from year to year?

______________________________________________________________________________________________________(1 mark)

Why Pay $1200 for a Petrol - LPG Conversion?

Alutronics Australia have developed a revolutionary new LPG cylinder system that can convert your car to LPG for $300 

Five Year Guarantee

Finance to Approved Customers

Q.2(a) Draw a Supply and Demand diagram, in the space to your right, that shows the impact of lower conversion costs to LPG on the price of unleaded petrol.  




(1 mark)

Q.2 (b) Explain why this effect will occur. 

______________________________________________________________________________________________________________________________________________________________(1 mark)

Q.3 (a) As price rises, one reason why demand ''contracts'' along an individual demand curve is: 

J. the quantity supplied increases as firms notice stocks falling.

K. people's tastes and preferences have changed, possibly due to the effect of advertising.

L. individuals substitute other goods and services for the ones previously demanded.

M. more people decide to buy the good or service





   (1 mark)

Q.3 (b) Draw a Supply and Demand Curve, in the space to your right, showing a contraction of demand.




(1 mark)

Q.4 The diagram below indicates conditions in the Australian wool market. Woolgrowers had anticipated that wool would sell for 700 cents per kilogram. 




(1 mark)
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(a) How much wool did they grow?  _________________









(b) How much wool would wool buyers 

demand, at a price of 700 cents per kilogram
 ____________





(c) How much wool was added to the 

 wool stockpile this year?                _________________
Q.5 The movie ''Babe'' and ''Babe II'' are smash hits all over the world. If consumers are overcome by guilt when it comes to breakfast, and choose not to have bacon with their eggs, then the first effect on the supply and demand curves for pork products will be:



(1 mark)
J. a shift to the right of the supply curve and no change in the demand curve.

K.  shift to the right of the supply curve and a shift to the left of the demand curve.

L. who cares, pass the applesauce!

M. no change in the supply curve and a shift to the left of the demand curve.

Q.6 It is assumed that all firms operating in competitive markets will attempt to:

(1 mark)

J. maximise their level of production (that is, produce as much as they can).

K. minimise costs and maximise profits.

L. maximise the level of their sales.

M. provide the best after sales service they can to ensure the greatest number of repeat customers.










Q.7 Draw a supply and demand curve for beef, in the space to your right, that shows the effect of a decrease in the price of pork.

   (1 mark)

Q.8 (a) Governments tend to have high levels of taxation on goods with inelastic demand curves. Draw a Supply and Demand diagram, in the space to your left, which shows the impact of increased taxation on cigarettes.  


(2 marks)

Q.8 (b) Explain the effect in your own words. 


           

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________(2 marks)

Q.9 (a) Why would it be unwise to place a tax on potatoes, and not on rice? __________________________________________________________________________________________________________________________________________________________ (1 mark)

Q.9 (b) Draw a Supply and Demand diagram in the space to your right that shows the effect of an increase in the price of potatoes on the market for rice. 




(1 mark)
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Q.10 Which of the following would cause the shifts of the demand and supply curves shown in the diagram to your right?

(1 mark)

J. Changing consumer tastes and higher production costs.

K. Higher consumer incomes and improved production techniques.

L. More efficient production techniques and price reductions for substitute products.

M. Increased sales taxes and significant population growth.

Q.11 A subsidy granted to an industry would cause 




(1 mark)

J. excess supply and then a fall in price.

K. excess supply and then a rise in price.

L. excess demand and then a rise in price.

M. excess demand and then a fall in price.

Q.12 The Federal Government asks you to prepare a report, outlining the types of goods that would be suitable for an increase in tax. Outline the factors that contribute to an inelastic demand curve.

         (6 marks)

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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