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1 INTRODUCTION 
 
Dear Student 
 
We are pleased to welcome you to the International Trade module (ECS3702), and trust you will find it 
interesting and rewarding. We shall do our best to make your study of this module successful. You will 
be well on your way to success if you start studying early in the semester and resolve to do the 
assignment(s) properly. 
 
A number of tutorial letters will be sent to you during the year. A tutorial letter is our way of 
communicating with you about teaching, learning and assessment. Tutorial Letter 101 contains important 
information about the method of work, resources and assignments for this module. We urge you to read 
the tutorial letter carefully and to keep it at hand when working through the study material, completing the 
assignment(s), preparing for the examination and addressing questions about the module to your 
lecturers. Please read Tutorial Letter 301 in combination with Tutorial Letter 101, as it provides important 
general information on distance education as well as information on the particular Department in which 
you study.  
 
In Tutorial Letter 101, the criteria for the assignments and assessment are explained. Instructions on the 
preparation and submission of the assignments are also given. This tutorial letter (101) also provides all 
the information you need with regard to the prescribed study material and other resources, and how to 
obtain them. Please study this information carefully and make sure you obtain the prescribed material as 
soon as possible.  
 
Certain general and administrative information about this module is also included. Please study this 
section of the tutorial letter carefully. Right from the start we would like to point out that you must read all 
the tutorial letters you receive during the semester immediately and carefully, as they always contain 
important and sometimes urgent information. 
 
We trust you will enjoy this module and wish you all the best!  
 
 
2 PURPOSE AND OUTCOMES 
 
2.1 Purpose 
 
This module is aimed at answering some basic questions about the international economy. For example, 
why do some countries export and import more of certain goods and less of others, and is international 
trade good or bad for some countries? Specifically, the module aims to: 
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1. introduce you to the main theoretical concepts of international trade  
 
2. equip you with a thorough grasp of trade theories, ranging from the classical theories of Adam 

Smith and David Ricardo to the neoclassical theory of Heckscher and Ohlin 
 
3. familiarise you with the basic trade policy issues, including the tariffs and nontariff barriers to trade, 

the various forms of economic integration as well as the effects and motives for direct foreign 
investment 

 
2.2 Outcomes 
 

At the end of this module you should be able to: 
• demonstrate an understanding of the mechanisms that give rise to the potential for mutual 

gains from trade  
• describe the broad patterns of international trade ranging from Adam Smith’s theory of 

absolute advantage and David Ricardo’s theory of comparative advantage to the factor 
proportions theory of Eli Heckscher and Bertil Ohlin  

• demonstrate an understanding of the static and dynamic effects of tariffs and nontariff 
barriers to trade  

• explain the role played by economic integration in international trade 
• explain the motives for direct foreign investment, and evaluate its welfare effects on both the 

source and host countries  
 
More detailed module outcomes appear at the beginning of each study unit in the study guide. 
 
 
3 CONTACT DETAILS 
 

3.1 Lecturer(s) 
 
We, the lecturers who are responsible for this module, are available to assist you with any enquiries 
concerning the prescribed content. You may contact us as follows: 
 

 

LECTURER’S NAME 
BUILDING AND 

OFFICE NUMBER 
TELEPHONE NUMBER EMAIL ADDRESS 

Amusa, KO Ms Club 1, Room 2-25 012 433 4642 amusako@unisa.ac.za 

Mkhize, NI Dr Club 1, Room 2-06 012 433 4623 Mkhizni@unisa.ac.za 
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More contact details, for example, telephone numbers as well as the name of the building and office 
numbers of the lecturers are indicated in Tutorial Letter 302. You can also contact us by email via 
myUnisa. 
 
Please direct all academic queries regarding this module to the above lecturers. Also, please have your 
study material with you when contacting the Department on academic matters. Should you want to write 
to us, please address your letter to: 
 

The Module Leader: ECS3702 – International Trade  
Department of Economics  
PO Box 392  
UNISA  
0003  

 
PLEASE NOTE: Letters to lecturers may not be enclosed with or inserted into assignments. 
 
3.2 Department  
 
The Department of Economics has moved to Hazelwood. The physical address is Club 1 Building, 
Corner of Dely Road and Pinaster Avenue, Hazelwood, Pretoria. 
 
You will find the Department’s contact details in Tutorial Letter 301. You can also contact the 
Department’s coordinator, Mr Themba Mzangwa, at 012 433 4661 or 012 429 4350. 
 
3.3 University 
 
If you need to contact the University about matters not related to the content of this module, please 
consult the my Studies @ Unisa publication which you have received with your study material. This 
publication contains information on how to contact the University (for example, to whom you can write for 
different queries, important telephone and fax numbers as well as the addresses and business hours of 
certain facilities). 
 
Always have your student number at hand when you contact the University. 
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4 RESOURCES 
 
4.1 Prescribed books 
 
Your prescribed textbook for this module for this year is: 
 

Salvatore, D. 2014. International Economics: Trade and Finance. 11th edition. International 
Student Edition. USA: John Wiley and Sons Inc.  

 
Please refer to the list of official booksellers and their addresses listed in the my Studies @ Unisa 
publication. Prescribed books can be obtained from the University’s official booksellers. Should you have 
difficulties in obtaining a book from these booksellers, please phone the Prescribed Books Section on 
+27 12 429 4152 or send an email to vospresc@unisa.ac.za 
 
4.2 Recommended books 
 
Pugel, T. 2012. International Economics. 15th edition. McGraw-Hill Inc. 
Carbaugh, R. 2011. Global Economics. 13th edition. Cengage Learning.  
 
4.3  Library services and resource information 
 
For brief information, go to www.unisa.ac.za/brochures/studies  
For detailed information, go to the Unisa website at http://www.unisa.ac.za/ and click on 
Library. 
For research support and services of personal librarians, go to 
http://www.unisa.ac.za/Default.asp?Cmd=ViewContent&ContentID=7102. 

 
The Library has compiled numerous library guides: 

• finding recommended reading in the print collection and e-reserves –
http://libguides.unisa.ac.za/request/undergrad 

• requesting material – http://libguides.unisa.ac.za/request/request 
• postgraduate information services – http://libguides.unisa.ac.za/request/postgrad 
• finding , obtaining and using library resources and tools to assist in doing research – 

http://libguides.unisa.ac.za/Research_Skills 
• how to contact the library/finding us on social media/frequently asked questions – 

http://libguides.unisa.ac.za/ask 
 

mailto:vospresc@unisa.ac.za
http://www.unisa.ac.za/brochures/studies
http://www.unisa.ac.za/
http://www.unisa.ac.za/Default.asp?Cmd=ViewContent&ContentID=7102
http://libguides.unisa.ac.za/request/undergrad
http://libguides.unisa.ac.za/request/request
http://libguides.unisa.ac.za/request/postgrad
http://libguides.unisa.ac.za/Research_Skills
http://libguides.unisa.ac.za/ask
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5 STUDENT SUPPORT SERVICES 
 
For information on the various student support systems and services available at Unisa (for example, 
student counselling, tutorial support programme and classes, and language support), please consult the 
my Studies @ Unisa publication which you have received with your study material. 
 
5.1 Contact with fellow students: study groups 
 
It is advisable to have contact with fellow students. One way to do this is to form study groups. The 
names and addresses of students living in your area who are registered for the same modules as you 
are may be obtained from the Department of Student Admission and Registration. Please consult the my 
Studies @ Unisa publication to obtain more information in this regard. 
 
5.2 myUnisa 
 
If you have access to a computer that is linked to the internet, you can quickly access resources and 
information at the University. The myUnisa learning management system is Unisa’s online campus that 
will help you communicate with your lecturers, other students and the administrative departments of 
Unisa – all through the computer and the internet. 
 
To access the myUnisa website, start at the main Unisa website, http://www.unisa.ac.za, and then click 
on the “Login to myUnisa” link on the right-hand side of the screen. This should take you to the myUnisa 
website. You can also access the myUnisa website by typing in http://my.unisa.ac.za 
 
Please consult the my Studies @ Unisa publication which you have received with your study material to 
obtain more information on the myUnisa learning management system. 
 
5.3 Tutorial support programme 
 
Unisa offers tutor services for students as additional academic support at the various Unisa regional 
learning centres throughout the country. 
 

A tutorial is an organised session where students and tutor(s) meet regularly at a common venue 
and at scheduled times to discuss course material. The main purpose of the tutorial services is to 
facilitate student learning by developing the student’s independent learning skills, and to assist 
students to become motivated and independent learners. Tutorials help students develop and 
enhance their learning experience and academic performance through interaction with the tutor 
and fellow students. Tutorials are not compulsory and attending students receive tutorial support at 
a nominal fee. Interested students are advised to contact a learning centre closest to them to 
enrol for tutorials. To obtain further information on learning centres and tutorials, please consult 
the my Studies @ Unisa publication. 

 

http://www.unisa.ac.za/
http://my.unisa.ac.za/
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Please note that tutors are not necessarily available for all modules and/or at all learning centres. The 
Department of Economics has no means of providing you with tutorial support if you did not follow the 
above steps. 
 
 
6 STUDY PLAN 
 
6.1 Assignments and learning 
 
Assignments are seen as part of the learning material for this module. As you do the assignment, study 
the texts, consult other sources, discuss the work with fellow students or tutors, or do research, you are 
actively engaged in learning. Looking at the assessment criteria given for this module, the three 
assignments will help you understand more clearly what is required of you. 
 
If you have access to the internet, you can view and download the study guides and tutorial letters for 
the modules for which you are registered under the official study material folder on the University’s online 
campus, myUnisa, at http://my.unisa.ac.za. 
 
6.2 General remarks 
 
Enquiries about assignments (for example, whether the University has received your assignment or the 
date when an assignment was returned to you) must be directed to the Unisa Contact Centre on 0861 
670 411 (RSA only) or +27 11 670 9000 (international calls) (also see Section 3.3). Information in this 
regard is also available on myUnisa. 
 
Use your my Studies @ Unisa publication for general time management and planning skills. 
 
6.3 Feedback on assignments 
 
Tutorial Letter 201 will be sent to students once the assignments have been marked. Solutions to the 
questions in Assignment 01 and Assignment 02 will be given in Tutorial Letter 201. Solutions to 
Assignment 03 will be given in Tutorial Letter 202. Please make sure you understand where and why 
you have made any mistakes. You will be referred to the relevant pages in the study guide (SG) or the 
prescribed textbook (TB). A detailed explanation will be provided if the answer is not self-evident from 
the relevant prescribed text. The feedback on Assignment 03 will not be in the form of model answers, 
but in the form of a guide explaining how the specific essay-type questions should be answered. 
 
Once you have received the feedback, please check your answers. The assignments and the feedback 
on assignments constitute an important part of your learning, and should help you to be better prepared 
for the next assignment and the examination. 
 

http://my.unisa.ac.za/
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6.4 Learning strategy and proposed study programme 
 
In this module, the emphasis is very much on developing students’ understanding of different trade 
theories as well as the trade policies. Therefore, you will be exposed to a number of different concepts; 
for example, the different assumptions which underlie the theoretical models, the criticisms of the 
theories and the economic implications of these trade policies. It is important to have a thorough 
understanding of the different building blocks of the various theories so as to gain a comprehensive 
picture of their relevance in modern-day trade and for developing countries. 
 
Approach each study unit in the SG as follows: First read the study unit outcomes which will help you to 
focus on the important aspects and issues in that unit. Work through each section of the SG together 
with the relevant chapter in the TB. Remember that the SG serves to assist you to work through the 
contents of the TB. Make notes or summaries as you go along. At the end of every section or at the end 
of a study unit, work through the activities provided in the SG. 
 
You will notice that the activities test your understanding of the content and cover a range of the different 
types of questions that will be examined. You should also check your answers against the solutions 
provided. If you are not clear on certain concepts or theories, revise them before proceeding to the next 
study unit. 
 
To help you work on this module regularly and systematically, the following proposed study programme 
and three assignments (see Section 8.4 of this tutorial letter) are provided. The proposed study 
programme is based on the assumption that first-semester students will commence their studies before 
or during the last week of January and second-semester students before or during the third week of July. 
 
The information in the table below gives you some indication of how you can arrange your study 
programme for ECS3702. Remember that a semester consists of maximum 13 study weeks. Therefore, 
it is vital that you work continuously from the first week onwards. You should try to master the study units 
in your study guide and the associated chapters in the prescribed textbook during the study weeks listed 
in the table below. You may find that less time is required for mastering the introductory study units and 
chapters of the textbook than those that follow – please allow for this in your study programme. For 
example, you may take only one week to master Study Unit 1, but find that you need three weeks to 
complete Study Unit 3.  
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PROPOSED STUDY PROGRAMME: FIRST SEMESTER 

 
 

STUDY WEEK WEEK STARTING STUDY UNIT 

1 4 February 1, 2 and 3 

2 11 February 3 and 4 

3 18–24 February 4 

4 24 February 
Complete study units 1-4. 

Complete and submit compulsory Assignment 01. 
Due date: 24 February 2017 

5 25 February–1 March 5 and 6 

6 11 March 7 

7 25 March 
Complete and submit Assignment 02. 

Due date: 25 March 2017 

8 19 March–7 April 5, 6 and 7 

9 7 April 
Complete and submit Assignment 03. 

Due date: 7 April 2017 

10 7 April–Examination Prepare for examination 

11 7 April–examination Prepare for examination 
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PROPOSED STUDY PROGRAMME: SECOND SEMESTER 

 

STUDY WEEK WEEK STARTING STUDY UNIT or study instruction 

1 21 July 1 and 2 

2 29 July 2 and 3 

3 5 August 3 and 4 

4 11 August 

Complete study units 1-4 and do compulsory 
Assignment 01. 

Remember to submit compulsory Assignment 01. 
Due date: 11 August 2017 

5 11 August 4 and 5 

6 18–25 August 5 and 6 

7 
25 August–2 
September 

6 and 7 

8 7 September 

Complete study units 5–7 and do compulsory 
Assignment 02. 

Remember to submit compulsory Assignment 02. 
Due date: 7 September 2017 

9 7–21 September 4 to 7 

10 21 September 

Complete (revise) study units 2-7 
 

Complete and submit Assignment 03. 
Due date: 21 September 2017 

11 
21 September- 

examination 
Prepare for examination 
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7 ASSESSMENT 
 

7.1 Assessment plan 
 
A summary of the Department’s assessment plan appears in Tutorial Letter 301. In general, assessment 
will be done by the module leader and, where applicable, the module team and/or contracted external 
markers and examiners. The names of examiners will also be indicated on examination papers.  
 
7.2 Assignments 
 
The assessment criteria for the assignments are as follows: the multiple-choice questions in all the 
assignments will be marked electronically in accordance with mark-reading master copies provided to 
the Assignment Section by the module leader. One mark will be awarded for each correct answer. No 
marks will be deducted for incorrect answers. Essay assignments will be marked by the relevant 
lecturers. 
 
7.2.1 General assignment numbers 
 
Assignments are numbered consecutively per module, starting from 01. In this module, there are three 
assignments per semester, namely Assignment 01, Assignment 02 and Assignment 03. 
  
7.2.2 Unique assignment numbers 
 
In addition to the general assignment number (for example, 01 or 02), each assignment (multiple-choice 
questions and essay-type questions) must have a unique assignment number (for example, 102717). In 
this module, Assignment 01 and Assignment 02 consist of multiple-choice questions only and therefore 
must be completed on a mark-reading sheet with a unique assignment number. Assignment 03 is a 
written assignment containing two essay questions that must also be submitted.  
 
7.2.3 Due dates for assignments 
 
Please note that the due dates for the submission of assignments to Unisa are also indicated in the 
proposed study programme. 
 
The last ten questions of Assignment 01 are designed to obtain information required for the compilation 
of a student profile for this module. Your kind cooperation is requested, as this information assists the 
Department in its on-going efforts to ensure quality tuition. Your marks for this assignment will be based 
on your answers to questions 1 to 20. 
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7.2.4 Submission of assignments 
 

SEMESTER 1: SUBMISSION DATES FOR ASSIGNMENTS 
 

Assignment 
number 

Unique number Due date 
Contents of 
assignments 

Type of 
assignment 

01 594165 24 February 2015 Study units 1 to 4 
Multiple-choice 

questions 

02 594200 25 March 2015 Study units 5 to 7 
Multiple-choice 

questions 

03 594247 7 April 2015 Study units 2 to 7 Essay questions 

 
 

SEMESTER 2: SUBMISSION DATES FOR ASSIGNMENTS 
 

Assignment 
number 

Unique number Due date 
Contents of 
assignments 

Type of 
assignment 

01 602144 11 August 2015 Study units 1 to 4 
Multiple-choice 

questions 

02 602194 7 September 2015 Study units 5 to 7 
Multiple-choice 

questions 

03 602227 21 September 2015 Study units 2 to 7 Essay questions 

 
 
You may submit written assignments and assignments completed on mark-reading sheets either by post 
or electronically via myUnisa. Assignments may not be submitted by fax or email. 
 
To obtain detailed information on the requirements for assignments, please refer to the my Studies @ 
Unisa publication. 
 
To submit an assignment via myUnisa, please follow the steps below: 

Go to myUnisa. 
Log in with your student number and password. 
Select the relevant module. 
Click on “Assignments” in the menu on the left-hand side of the screen. 
Click on the assignment number you want to submit. 
Follow the instructions displayed on the screen. 
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8.3 THE EXAMINATION 
 

8.3.1 Assessment of the examination 
 
Please consult the my Studies @ Unisa publication which you have received with your study material for 
general information and requirements regarding the examination. 
 
Please note that application for and the administration of remark of examination scripts are dealt 
with solely by the Examinations Department and not by academic departments. 
 
8.3.2 Examination admission 
 
The Management of the University has decided to continue with compulsory assignments in all modules 
to ensure students fully benefit from the formative tuition and assessment. You are, therefore, required to 
submit a compulsory assignment (Assignment 01) to obtain admission to the examination. 
 
Please ensure that you submit the correct assignment that corresponds with your registration. For 
example, if you have registered for the first-semester course you should submit Assignments 01 and 02 
under Semester 1. Should you fail to meet this requirement, submission of the assignment will be invalid 
(even if all your answers are correct) and as a result you will be denied admission to the examination. 
Admission to the examination will be subject to the submission of the compulsory assignment and not 
the marks obtained for it. 
 
Please ensure that this assignment reaches the University before the due date! Should the assignment 
not be submitted in time, you will not qualify for admission to the examination. 
 
Also please note that a sub-minimum applies to the year mark. You must obtain at least 40% in 
the final examination to ensure your semester mark is included in the final mark. 
 
For example, if you obtain 99% in the assignments and 35% in the final examination, your final mark will 
not include the 99% year mark because the mark obtained in the examination is less than the required 
sub-minimum (threshold). In this case, your final mark will be 35% (which is the examination mark). 
Please ensure you familiarise yourself with this important academic rule.  
 
8.3.3 How it works in practice 
 
Semester mark 
 
Your semester mark is based on the marks you have obtained for the assignments. The first two 
assignments which must be submitted during the semester will contribute towards your semester mark. 
Different weights are allocated to the assignments. The first assignment contributes 25%, while the 
second contributes 25% and the third contributes 50% towards the semester (year) mark. No marks are 
awarded for assignments not submitted or submitted after the due date for whatever reason. 
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For example: 
 

STUDENT A 
 

Assignments Marks obtained Percentage X Weight 
Percentage of year 

mark 

01 10/20 50% X 0,25 12.5% 

02 20/20 100% X 0,25 25% 

03 30/50 60% X 0,50 30% 

Total semester mark/year mark 67.5% 

 
OR 

 
STUDENT B 

 

Assignments Marks obtained Percentage X Weight 
Percentage of 

year mark 

01 6/20 30% X 0,25 7.5% 

02 
Submitted after due date or not 

submitted at all 
0% X 0,25 0% 

03 45/50 90% X 0,50 45% 

Total semester mark/year mark 52.5% 

 
As already indicated, no marks are awarded for assignments not submitted or submitted after the due 
date for whatever reason. 
 
The examination mark 
 
The percentage obtained in the examination is used to calculate your final mark. 
 
Final mark 
 
The assignments will constitute 20% of the year mark, while the examination will contribute 80% towards 
the final year mark. 
 
The final mark, which is based on your semester (year) mark and the examination mark, will be 
calculated as follows: 
 
Semester mark (20%) + Examination mark (80%)  

OR 
Semester mark (out of 100) x 20% + Examination mark (out of 100) x 80%  
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For example: 
 
Suppose you have obtained a semester mark of 52.5% and an examination mark of 60%. Your final 
mark will be calculated as follows: 

   (52.5 x 20%) + (60 x 80%) 
= (52.5 x 0,2) + (60 x 0,8) 
= 10.5 + 48 
= 58.5% 

 
• If your final mark (as calculated above) is 50% or more, you pass ECS3702.  
• If your final mark (as calculated above) varies between 45% and 49%, you do not pass ECS3702, 

but qualify for a supplementary examination.  
• If your final mark (as calculated above) is less than 45%, you fail ECS3702 and you have to 

reregister for ECS3702.  
 
8.3.4 The examination 
 
Please refer to the my Studies @ Unisa publication to obtain general guidelines for the examination as 
well as guidelines for examination preparation. 
 
Examination period 
 
This module is offered in a semester extending over approximately 15 weeks. This means that if you are 
registered for the first semester, you will write the examination in May/June 2017 and the supplementary 
examination will be written in October/November 2017. If you are registered for the second semester you 
will write the examination in October/November 2017 and the supplementary examination will be written 
in May/June 2018.  
 
During the semester, the Examination Section will provide you with information regarding the 
examination in general, examination venues, examination dates and examination times. 
 
Examination paper 
 
The format of the examination paper is discussed in detail in Tutorial Letter 201 which will be sent to 
students during the semester. The main features of the examination paper are as follows: 
 
The examination will consist of one two-hour paper, the structure of which will be explained in full in 
Tutorial Letter 201. The examination paper will comprise essay-type questions similar to those given in 
Assignment 03. It is, therefore, important to work through and submit Assignment 03.  
 
In short, the structure of the examination paper for 2017 is as follows: 
It is a two-hour paper and consists of two sections (A and B) making up a total of 100 marks. 
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Each question totals 25 marks. 
 
As explained in Section 8.3, How this works in practice, a final mark (semester mark + examination 
mark) of 50% is required to pass this module. 
 
Previous examination papers 
 
Previous examination papers are available to students on myUnisa under the “official study material” 
folder or in the additional resources folder. One example of a recent examination paper will also be 
provided in Tutorial Letter 201. Should you obtain previous examination papers from elsewhere, we 
advise you not to focus on these papers only as the content of modules and, therefore examination 
papers, may change from year to year. Studying the content of previous examination papers only will not 
be adequate to pass this module. You must be able to answer questions on all the prescribed work and 
study outcomes. 
 
Tutorial letter with information on the examination 
 
To help you prepare for the examination, you will receive Tutorial Letter 201 explaining the format of the 
examination paper and providing examples of questions that you may expect in the examination.  
 
I wish you all the best with your studies. 
 
Kind regards 
 
Ms K Amusa 
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9 ASSIGNMENTS 
 
9.1 Assignment 01 for Semester 1 
 

SEMESTER 1 

COMPULSORY ASSIGNMENT 01 DUE DATE: 24 February 2017 

UNIQUE NUMBER 594165 
 

1. An effect of a stimulation of the American economy, one of South Africa’s largest trading partner, 
on the South Africa is economy is 

 
[1] an increase in South Africa interest rate 
[2] an increase in South Africa’s imports from the US 
[3] a decrease in South African exports to the US 
[4] an increase in South African exports to the US 

 

You are given the following information about production relationships in South-Africa and 
Zambia. Use the table below to answer the questions 2 and 3 that follow. 

 
Country Inputs per unit of copper 

output 
Inputs per unit of gold 
output 

South Africa 100 10 

Zambia 20 60 

 
2. Which of the following statements is correct? 
 

[1] Zambia has an absolute advantage in the production of gold 
[2] South Africa has an absolute advantage in the production of copper 
[3] South Africa has an absolute advantage in the production of copper and absolute 

disadvantage in the production of gold  
[4] Zambia has a an absolute advantage in the production of copper and south Africa has an 

absolute advantage in the production of gold 
 
3. According to the theory of comparative advantage,  
 

[1] South Africa should export gold 
[2] South Africa should export copper 
[3] Zambia should export copper and South Africa should export gold 
[4] Zambia should export gold and South Africa should export copper 
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4. The following were the benefits of trading according to Adam Smith except 
 

[1] increased global welfare 
[2] increased specialization 
[3] increased bullion 
[4] increased efficiency in utilization of resources 

 
5. Assume that there are 2 countries, nation G and country F, both producing two goods, Good U and 

Good V. according to the theory of comparative advantage 
 

[1] Mutually beneficial trade is only possible if each nation has an absolute advantage in the 
production of both goods U and V. 

[2] For mutually beneficial trade to take place, each nation must have an absolute    advantage 
in the production of at least of the goods. 

[3] trade can only take place if nations G and F are at similar levels of economic development  
[4] Mutually beneficial trade will take place if even if nation F has an absolute advantage in 

producing both good U and V, only if nation G specializes in producing the good of its least 
comparative disadvantage and nation F specializes in the good in which its comparative 
advantage is greater. 

 
6. The marginal rate of transformation(MRT) of X for Y refers to 
 

[1] the slope of the indifference curve 
[2] the amount of one good that must be forgone in order to consume one more unit of another 

good, while maintaining the same level of satisfaction. 
[3] the amount of a good that must be forgone in order to produce each additional unit of 

another good.  
[4] the point of tangency between the highest attainable indifference curve and the production 

possibility curve 
 
7. The marginal rate of substitution (MRS) of X for Y refers to  
 

[1] the amount of Y that a nation must give up to consume an additional unit of X and still 
maintain the same level of satisfaction 

[2] the absolute slope of the production frontier at the point of production 
[3] the absolute slope of the production function at the point of consumption 
[4] the opportunity cost of good X 

 
Use the figure below to answer questions 8 and 9 that follow. Assume that the hypothetical 
country, Nyasaland, depicted below is a labour abundant nation. In isolation, Nyasaland produces 
30 tonnes of gold and 45 tonnes of Cocoa beans.  
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8. With trade, Nyasaland now produces 
 

[1] 55 tonnes of gold 
[2] 80 tonnes of cocoa beans 
[3] 15 tonnes of gold and 120 tonnes of cocoa beans 
[4] 30 tonnes of gold and 45 tonnes of cocoa beans 

 
9. The gains from trade that accrue to Nyasaland is  
 

[1] 25 tonnes of cocoa beans and 35 tonnes of gold 
[2] 45 tonnes of cocoa beans and 25 tonnes of gold 
[3] 40 tonnes of cocoa beans and 15 tonnes of gold 
[4] 120 tonnes of cocoa beans and 15 tonnes of gold 

 
10. [1] The Heckscher- Ohlin model does well in explaining the gains and patterns of trade between 
 

[1] African countries 
[2] developed countries 
[3] developing countries 
[4] developed and developing countries 
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11. According to the H-O model, a country’s comparative advantage lies in  
 

[1] its abundant use of relatively scarce resource 
[2] its minimal use of its relatively abundant resource 
[3] its use of its relatively abundant resource 
[4] its minimal use of its labour resource 

 
12. According to the H-O model, with international trade 
 

[1] the production of a nations export products will decrease 
[2] the production of  a nation’s import competing products will decrease 
[3] the price of the scarce factor of production will increase 
[4] the price of the abundant factor of production will decrease 

 
13. One of the implications of the H-O model is that as a result of international trade 
 

[1] the production of a nation’s import competing product will increase 
[2] the production of a nation’s export product will decrease 
[3] the production of a nation’s export product will increase 
[4] the price of the abundant factor of production will decrease 

 
14. After trade, total income in any two trading partners’ increases and effects changes in the 

distribution of income within each of the two countries. Which of the following is the correct order of 
the changes? 

 
[1] the scarce factor of production gains and the abundant factor loses 
[2] the scarce factor of production loses and the abundant factor of production gains 
[3] both factors of production gain from trade, however the gain for the scarce factor exceeds 

that of the abundant factor 
[4] both factors of production gain from trade, however the gain for the abundant factor exceeds 

that of the scarce factor 
 
15. Which of the following statements is correct? 
 

[1] the new trade theories invalidate the H-O model 
[2] the new trade theories were developed specifically to invalidate the classical trade theories 
[3] the emergence of the new trade theories was as a result of the aspects of trade that the H-O 

model failed to explain 
[4] The new trade theories are based on principle of absolute advantage.  
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16. While cars such as BMW and Ford are produced in South-Africa, they have parts produced in 

other countries. A major reason for this is 
 

[1] South-Africa does not have the capital capacity 
[2] to minimise the cost of production 
[3] to diversify production 
[4] the input used in the production of the parts are not available in South-Africa 

 
17. Germany is known for its production and export of Porsche and Mercedes-Benz cars, at the same 

time, the country imports Toyota car brands from Japan suggests that 
 

[1] Germany and Japan have a bilateral car trade agreement 
[2] a significant proportion of global trade is intra-industry in nature 
[3] a significant proportion of global trade is in dissimilar products 
[4] a significant proportion of global trade is between countries at different stages of 

development.  
 
18. The implication of the factor price equalization theorem is that  
 

[1] International trade raises the price of labour in the capital abundant country and reduces the 
price of capital in the capital abundant country 

[2] International trade reduces the price of labour in the labour abundant country and reduces 
the price of capital in the capital abundant country 

[3] International trade enables similar factors in the different countries to earn similar returns 
[4] International trade results in similar factors in the different countries earning different returns  

 
19. The following is correct regarding the pre conditions under which the FPE theorem must hold 
 

[1] complete specialization and demand reversals 
[2] incomplete specialization and demand reversals 
[3] complete specialization and no demand reversals 
[4] incomplete specialization and no demand reversals 

 
20. Assuming capital is specific to two industries within South-Africa and labour is freely mobile 

between the two industries, one capital intensive and the other labour intensive. Assume that 
South-Africa is a labour abundant country. With free trade, one would expect that  

 
[1] capital employed in both industries benefit while labour employed in both industries lose 
[2] capital employed in both industries lose while labour employed in both industries gain 
[3] labour and capital employed in the labour intensive industry loses while labour and capital 

employed in the capital intensive industry gains 
[4] labour and capital employed in the labour intensive industry gain while labour and capital 

employed in the capital intensive industry loses 
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21. Which ONE of the following is most true regarding your registration for ECS3702? 
 

[1] This is my first registration. 
[2] This is my second registration. 
[3] This is my third registration. 
[4] This is my fourth registration. 
[5] I have been registered more than four times. 

 
22. Which ONE of the following is applicable to you? 
 

[1] This is my first registration for ECS3702. 
[2] I have been registered for this module before, but have never written the examination. 
[3] I have written the examination for this module once before. 
[4] I have written the examination for this module twice before. 
[5] I have written the examination for this module three or more times before. 

 
23. Why are you studying ECS3702? 
 

[1] I am studying ECS3702 as part of a BCom (Financial Management) degree. 
[2] I am studying ECS3702 as part of a BCom (Economics) degree. 
[3] I am studying ECS3702 as part of a BCom (General) degree. 
[4] I am studying ECS3702 as part of another degree not mentioned above. 
[5] I am studying ECS3702 for non-degree purposes. 

 
24. Which ONE of the following describes your situation best? 
 

[1] I am a full-time student who does not work at all. 
[2] I am a full-time student who works part time for extra pocket money (not to pay for my 

studies). 
[3] I am a full-time student who works part time to pay for my studies. 
[4] I work full time and study after hours only, and the work I do is not related to my degree at all. 
[5] I work full time and study after hours only, and the work I do is related to my degree. 

 
25. How long after you had registered did you receive your study material? 
 

[1] Immediately (upon registration) 
[2] In less than a week 
[3] Between one and two weeks 
[4] Between two and three weeks 
[5] More than three weeks 
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26. Do you plan to attend the group discussion classes for ECS3702?  
 

[1] Yes. 
[2] No, I can cope on my own. 
[3] No, I have to work. 
[4] No, it is too far from where I live. 
[5] No, for any other reason. 

 
27. Which ONE of the following describes your situation best?  
 

[1] I worked through all the prescribed study material before attempting this assignment. 
[2] I glanced through the prescribed study material before attempting this assignment. 
[3] I did not study the prescribed study material before attempting the assignment, but looked for 

the answers in the study material. 
[4] I could answer the questions without referring to the study material. 
[5] I chose my answers randomly. 

 
28. Which ONE of the following applies to you? 
 

[1] I have access to the internet. 
[2] I have access to email. 
[3] I have access to both the internet and email. 
[4] I do not have access to either internet or email. 

 
29. Which ONE of the following best describes your access to a computer? 
 

[1] I have unlimited access to a computer. 
[2] I have access to a computer but do not know how to use it for study purposes. 
[3] I have to pay to use a computer (for example, internet café). 
[4] I can only use a computer as a favour. 
[5] I do not have any access to a computer. 

 
30. How long after you had registered did you buy and/or receive your prescribed book? 
 

[1] In less than a week 
[2] Between one to two weeks 
[3] Between two to three weeks 
[4] More than three weeks 
[5] I already had one when I registered. 
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9.2 Assignment 2 for Semester 1 
 

SEMESTER 1 

ASSIGNMENT 02 DUE DATE: 25 March 2015 

UNIQUE NUMBER 594200 
 
1. One of the potential benefits of an import tariff for a domestic producer of the imported good is that  
 

[1] The producers receive the tariff revenue 
[2] Imports are restricted to a fixed amount 
[3] Import tariffis raise the domestic price of the domestically produced goods in the market 
[4] Import tariffs increase the consumer surplus and decreases the producer surplus 

 
2. Which of the following correctly explains the consequence of a large country when the country 

imposes a tariff on imports? 
 

[1] the world price rises and foreign buyers in small countries benefit 
[2] the domestic price rises by the full amount of the tariff in the large country 
[3] the world price falls and foreign buyers in small countries lose out 
[4] the domestic price rises by less than the tariff in the small countries 

 
3. Should a small country impose a tariff on imported goods, a correct expectation is that 
 

[1] domestic output and domestic price will decrease 
[2] domestic output and domestic price will increase 
[3] domestic output will increase and domestic price will decrease 
[4] domestic output will decrease and domestic price will increase 

 
4. You are informed that South Africa imposed a 40 percent tariff on both leather shoes and the 

leather used in producing the shoes respectively. Furthermore, South-Africa does not impose any 
tariff on all other inputs required in the shoe production process. Should the tariff on leather be 
reduced to 20 percent,  

 
[1] the effective rate of protection on shoes will fall 
[2] the nominal rate of protection on leather will fall 
[3] the effective rate of protection on shoes will remain the same 
[4] the nominal rate of protection on leather will remain the same 
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Use the figure below regarding a tariff imposed on good T to answer the questions 5 to 7 that follow. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
5. The total amount in that consumers are willing to pay for 200 units of good T is 
 

[1] R400 
[2] R1600 
[3] R1200 
[4] R1800 

 
6. The amount that consumers actually pay for 200 units of good T is 
 

[1] R400 
[2] R1600 
[3] R1200 
[4] R1800 

 
7. The total consumer surplus, in the absence of an import tariff and at Pt=R6 is 
 

[1] R400 
[2] R1600 
[3] R1200 
[4] R1800 
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8. The following are examples of non-tariff barriers except 
 

[1] a 3000 ton quota on clothing 
[2] the imposition of a voluntary restraint on Japanese automobiles in the early 1980’s 
[3] a 10 percent ad valorem tax on clothing from China 
[4] an announcement by South-Africa regarding a potential tariff on unfairly low priced imports 

from China  
 

Use the figure below of a hypothetical export subsidy in Botswana, one of Africa’s largest exporters 
of beef to answer questions 9 to 11 that follow 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
9. Which of the following is correct regarding the above diagram? 
 

[1] the free trade price is P12, Botswana produces 20 kg of beef and consumes 110 kg of beef. 
Thus the amount imported is 90 kg of beef 

[2] the free trade price is P12, Botswana produces 110 kg of beef and consumes 20 kg of beef. 
Thus the amount exported is 90 kg of beef 

[3] the free trade price is P7, Botswana produces 90 kg of beef and consumes 50 kg of beef. 
Thus the amount imported is 40 kg of beef 

[4] the free trade price is P7, Botswana produces 90 kg of beef and consumes 50 kg of beef. 
Thus the amount exported is 40 kg of beef 
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10. What is the effect of a subsidy based on the above diagram? 
 

[1] A subsidy of P5 on each kg of beef exported pushes the domestic price of beef to P7. 
[2] a subsidy of P5 on each kg of beef exported reduces the domestic price of beef to P7 
[3] A subsidy of P5 on each kg of beef exported pushes the domestic price of beef to P12 
[4] A subsidy of P8 on each kg of beef exported pushes the domestic price of beef to P15 

 
11. The trade effect of the export subsidy provided is 
 

[1] Export amounting to 40B 
[2] imports amounting to 40B 
[3] exports amounting to 90B 
[4] imports amounting to 90B 

 
12. The international trade agreement formed to ensure freer trade through multilateral trade 

negotiations is known as 
 

[1] WTO 
[2] ITO 
[3] JLO 
[4] GATT 

 
13. Assume that the domestic price of beef in South – Africa is R199 per kg of beef imported. The 

price of a kg of beef in Tanzania is R100. Then South-Africa forms a custom union with Botswana, 
where beef costs R145 per kg to import. This is an example of  

 
[1] intra industry trade 
[2] trade creation 
[3] trade diversion 
[4] trade evasion 

 
14. Which of the following statements is correct? 
 

[1] a trade diverting customs union can only result in trade diversion  
[2] the impact of a trade diverting customs union does not depend on the magnitude of the 

diversion or creation that occurs 
[3] the welfare impact of a trade diverting customs union is given, while the welfare impact on 

non-customs union members is ambiguous 
[4] the welfare impact of a trade diverting customs union is ambiguous, while the welfare impact 

on non-customs union members is negative.  
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15. The economic cooperation that requires countries to remove all trade barriers among each other 

while allowing each member nation to maintain its own tariffs against non-member states is known 
as a 

 
[1] monetary union 
[2] customs union 
[3] common market 
[4] free trade area 

 
16. The cooperation between nations that allows for the free movement of factors of production is 

known as a 
 

[1] free trade area 
[2] common market 
[3] customs union 
[4] preferential trade agreement 

 
17. An example of foreign direct investment from South– Africa to Nigeria is 
 

[1] Tokyo Sexwale (one of the wealthiest men in South-Africa) buys 90 percent of petrol Nigeria, 
an oil refining firm. 

[2] South Africa employs world renowned space engineers from Nigeria to help establish its 
space programme 

[3] city of Tshwane rents some upmarket firms in Lagos for its employees on a tourism exposure 
tour in Nigeria 

[4] South Africa and Nigeria enter into an education exchange programme that allows students 
in the medical field to train across both countries for 4 years 

 
18. Which one of the following correctly explains the concept of transfer pricing 
 

[1] Jax, a car manufacturing company based in South Africa under-prices the components it 
exports to its affiliate in Nasinland, a low tax nation. 

[2] Jax, a car manufacturing company based in South Africa over-prices the components it 
exports to its affiliate in Nasinland, a low tax nation. 

[3] Jax, a car manufacturing company based in South Africa under-prices the components it 
imports from its affiliate in Nasinland, a high tax nation. 

[4] Jax, a car manufacturing company based in South Africa over-prices the components it 
imports from its affiliate in Nasinland, a high tax nation. 
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During the apartheid era, South-Africa was isolated from the global economy. The flow of FDI was 
negatively impacted. With the ushering in of a democratic and free nation, FDI inflows into the 
country increased. Assume one of the industries that that benefited immensely from FDI inflows 
from Britain is the textile industry. Use this information to answer questions 11 and 12 that follows. 

 
19. The expectation regarding the flow of FDI into South-Africa’s textile industry is that 
 

[1] owners of British textile companies that shift production from to South Africa will lose 
[2] owners of textile companies in South Africa will gain 
[3] owners of textile British textile companies that shift production to South Africa  will gain, while 

owners of South African textile companies will lose 
[4] owners of textile companies in Britain who shift production to South Africa and South African 

textile companies will gain 
 
20. Which of the following is a correct expectation for textile workers? 
 

[1] South African textile workers will gain 
[2] British textile workers will gain 
[3] Both British and South African textile workers will gain 
[4] Both British and South African Textile workers will lose 
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9.3 Assignment 03 for Semester 1 
 

SEMESTER 1 

COMPULSORY ASSIGNMENT 03 DUE DATE: 7 April 2015 

UNIQUE NUMBER 594247 
 
This assignment contains two essay questions. You are required to answer both questions using the 
prescribed textbook, study notes and any other academic material at your disposal. There is a strict 3 
page limit per question. If submitted online, the assignment must be in PDF version only. No other 
format will be accepted 
 
Copying verbatim from the prescribed textbook is not allowed, and students will be penalised for failing 
to adhere to this instruction. Note that marks will be deducted for writing in point form (unless 
where necessary). Any source used to complete the assignment must be correctly cited in text 
and referenced at the end of the assignment. 
 
QUESTION 1 
 
Globalization has meant that countries are increasingly dependent on each other. The USA is one of 
South Africa’s largest trading partners. Explain how the South African economy will be affected by a 
stimulation of the American economy (15 marks). 
 
Note that this should be a comprehensive discussion of the positive impacts and any negative impacts 
that may be experienced in the South African Economy as a result. This is strictly a trade question.  
 
QUESTION 2 
 
Consider the domestic price of key holders in the following countries. 
 

Nigeria:  R4 
Namibia:  R7 
South - Africa: R15 
Lesotho:  R20 

 
Determine the effect of the formation of SADC (a free trade area between Namibia, South Africa and 
Lesotho) on the South African market compared to the pre- SADC policy of a 100% ad-valorem tariff on 
all key holders imported into South Africa. 
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Question 2A 
 

(i) On a well-drawn diagram, represent the above scenario with all the countries and prices 
indicated (5marks) 

 
(ii) Which country will South-Africa import from and why? (3marks) 

 
(iii) On the diagram, clearly indicate (and state below):  
 The quantity of key holders produced domestically  (1mark) 
 The quantity of key holders domestically consumed  (1mark) 
 The amount of key holders imported  (2marks) 

 
Question 2B 
 
If South Africa imposes a 100% ad-valorem tariff on key holders imported, 
 

(i) Which country will South-Africa import from and why?  (4marks) 
(ii) Illustrate (i) above, the domestic production, domestic consumption and quantity imported 

that results  (5 marks) 
 (Only indicate the autarky price, the pre- tariff price of the country you indicated in A (ii) 

above and the post-tariff price from the country you indicated in B (ii) above. 
 
Question 2C 
 
Should South-Africa form a customs union with the other regional countries, 
 

(i) Which country will South-Africa import key holders from and why? (4 marks) 
(ii) Building on the diagram in B(ii), (re draw it for this question), indicate the new post customs 

union Scenario (5marks). 
(I.e., the price from the country you have identified, the domestic production, domestic 
consumption and the quantity imported). 

 
Note that you are required to provide a total of 3 well drawn diagrams to answer question 2. Make sure 
you understand the questions. Use letters to represent the quantity amounts, e.g. Qa, Qb etc. 
 
Question 2D 
 
In your own words, briefly describe the impact of joining a Free Trade area such as SADC on South 
Africa’s domestic production, consumption and imports (5marks). 
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9.4 Assignment 01 for Semester 2 
 

SEMESTER 2 

COMPULSORY ASSIGNMENT 01 DUE DATE:11 August 2015 

UNIQUE NUMBER 602144 
 
1. One of the benefits of trading in a good a nation specializes in is that  
 

[1] trading partners are able to consume beyond their production possibility frontiers 
[2] trading partners are able to increase their comparative advantage 
[3] trading partners are able to increase their absolute advantage 
[4] trading partners are able to increase their resource endowments 

 
2. According to the mercantilists, trade is a ------------------, however subsequent trade theories have 

posited that trade is a ---------------. 
 

[1] positive sum game, negative sum game 
[2] negative sum game, zero sum game 
[3] zero sum game, negative sum game 
[4] zero sum game, positive sum game 

 
3. The following are categorized as classical economists except 
 

[1] David Ricardo 
[2] David Hume 
[3] Adam Smith 
[4] Eli Heckscher 

 
4. The principle that a nation must export the commodity for which it produces more cost efficiently 

than its trading partners is known as 
 

[1] mercantilism 
[2] absolute advantage 
[3] comparative advantage 
[4] factor endowment  

 
5. According to the theory of comparative advantage, a nation with absolute disadvantage in the 

production of both commodities should specialize in the good in which its 
 

[1] comparative disadvantage is less 
[2] absolute disadvantage is less 
[3] comparative disadvantage is more 
[4] comparative advantage is more 
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6. Which of the following is a correct pre requisite for trade according to Adam Smith? 
 

[1] both nations must have an absolute advantage in the production of both commodities 
[2] each nation must have a comparative advantage in the production of at least one of the 

commodities 
[3] a nation must have an absolute advantage in the production of at least one of the 

commodities 
[4] a nation must have a comparative advantage in the production of at least one of the 

commodities 
 
You are given the following information about production relationships in South-Africa and Zambia. Use 
the table below to answer the questions 7 and 8 that follow. 
 

Country outputs of copper outputs of gold 
South Africa 10 100 

Zambia 60 20 
 
7. Which of the following statements is correct? 
 

[1] Zambia has an absolute advantage in the production of gold 
[2] South Africa has an absolute advantage in the production of copper 
[3] South Africa has an absolute advantage in the production of copper and absolute 

disadvantage in the production of gold  
[4] Zambia has an absolute advantage in the production of copper and South Africa has an 

absolute advantage in the production of gold 
 
8. According to the theory of comparative advantage  
 

[1] South Africa should export gold 
[2] South Africa should export copper 
[3] Zambia should export copper and South Africa should export gold 
[4] Zambia should export gold and South Africa should export copper 

 
9. The classical theories do not consider differences in 
 

[1] labour productivity 
[2] capital productivity 
[3] factor endowment 
[4] transport costs 
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10. The marginal rate of substitution (MRS) of X for Y refers to  
 

[1] the amount of Y that a nation must give up to consume an additional unit of X and still 
maintain the same level of satisfaction 

[2] the absolute slope of the production frontier at the point of production 
[3] the absolute slope of the production function at the point of consumption 
[4] the opportunity cost of good X 

 
11. Which of the following is not true for a nation that is in equilibrium in isolation?  
 

[1] It consumes inside its production frontier  
[2] It reaches the highest indifference curve possible with its production frontier  
[3] The indifference curve is tangent to the nation's production frontier  
[4] MRT of X for Y equals MRS of X for Y, and they are equal to Px/Py 

 
12. Which of the following is not a reason for increasing opportunity costs?  
 

[1] technology differs among nations  
[2] factors of production are heterogeneous  
[3] factors of production are not used in the same fixed proportion in the production of all 

commodities  
[4] for the nation to produce more of a commodity, it must use resources that are less and less 

suited in the production of the commodity 
 
13. According to the factor proportions theorem, international trade arises as a result of 
 

[1] differences in labour productivity 
[2] differences in economic development 
[3] differences in technology 
[4] differences in factor endowment  

 
14. According to the factor proportions model, countries have comparative advantage in the good that 
 

[1] Employs a relatively large amount of their scarce factor. 
[2] Employs a relatively large amount of the factor that they have relatively more of than other 

countries. 
[3] Uses intensively their scarce factor. 
[4] Requires proportionately more of every factor than the goods they import. 

 
 



ECS3702/101/3/2017 
 

37 

 
15. If labour is abundant in country A (and scarce in country B), trade will result in 
 

[1] an increase in the wage rate in country A and a decrease in the wage rate in country B 
[2] a decrease in wage rate in country A and an increase in the wage rate in country B 
[3] a decrease in the wage rate in both country A and B 
[4] an increase in the wage rate in both country A and B 

 
16. The evidence that the united states exports labor intensive goods and imports capital intensive 

goods, came to be known as 
 

[1] Smith’s paradox 
[2] Leontief’s paradox 
[3] Ricardo’s paradox 
[4] Leontief dichotomy 

 
17. Assume that Botswana has more land per worker, and South Africa has more capital per worker. If 

both countries were to trade, then  
 

[1] the real income of capital owners in Botswana would rise 
[2] the real income of labor in Botswana would clearly rise 
[3] the real income of labor in South Africa would clearly rise 
[4] the real income of landowners in South Africa would fall 

 
18. International trade impacts on income distributions. It is thus rational to assume that international 

trade 
 

[1] is beneficial to everyone in both trading countries 
[2] will negatively impact one trading country 
[3] will negatively impact  some groups in each trading country   
[4] will negatively impact everyone in both countries 

 
19. According to the _______________, the production location for many products moves from one 

country to another as they go from introduction through decline.  
 

[1] factor proportions theory 
[2] specific factors theory 
[3] product life cycle 
[4] technological gap model 
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20. According to the product life cycle theory, developing countries have their best production 

advantage in:  
 

[1] products with a high degree of  standardization 
[2] products in the growth stage 
[3] products in the development stage 
[4] less standardized products 

 
21. Which ONE of the following is most true regarding your registration for ECS3702? 
 

[1] This is my first registration. 
[2] This is my second registration. 
[3] This is my third registration. 
[4] This is my fourth registration. 
[5] I have been registered more than four times. 

 
22. Which ONE of the following is applicable to you? 
 

[1] This is my first registration for ECS3702.  
[2] I have been registered for this module before, but have never written the examination. 
[3] I have written the examination for this module once before. 
[4] I have written the examination for this module twice before. 
[5] I have written the examination for this module three or more times before. 

 
23. Why are you taking ECS3702? 
 

[1] I am studying ECS3702 as part of a BCom (Financial Management) degree. 
[2] I am studying ECS3702 as part of a BCom (Economics) degree. 
[3] I am studying ECS3702 as part of a BCom (General) degree. 
[4] I am studying ECS3702 as part of another degree not mentioned above. 
[5] I am studying ECS3702 for non-degree purposes. 

 
24. Which ONE of the following describes your situation best? 
 

[1] I am a full-time student who does not work at all. 
[2] I am a full-time student who works part time for extra pocket money (not to pay for my 

studies). 
[3] I am a full-time student who works part time to pay for my studies. 
[4] I work full time and study after hours only, and the work I do is not related to my degree at all. 
[5] I work full time and study after hours only, and the work I do is related to my degree. 
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25. How long after you had registered did you receive your study material? 
 

[1] Immediately (upon registration) 
[2] In less than a week 
[3] Between one and two weeks 
[4] Between two and three weeks 
[5] More than three weeks 

 
26. Do you plan to attend the group discussion classes for ECS3702?  
 

[1] Yes. 
[2] No, I can cope on my own. 
[3] No, I have to work. 
[4] No, it is too far from where I live. 
[5] No, for any other reason. 

 
27. Which ONE of the following describes your situation best?  
 

[1] I worked through all the prescribed study material before attempting this assignment. 
[2] I glanced through the prescribed study material before attempting this assignment. 
[3] I did not study the prescribed study material before attempting the assignment, but looked for 

the answers in the study material. 
[4] I could answer the questions without referring to the study material. 
[5] I chose my answers randomly. 

 
28. Which ONE of the following applies to you? 
 

[1] I have access to the internet. 
[2] I have access to email. 
[3] I have access to both the internet and email. 
[4] I do not have access to either the internet or email. 

 
29. Which ONE of the following best describes your access to a computer? 
 

[1] I have unlimited access to a computer. 
[2] I have access to a computer but do not know how to use it for study purposes. 
[3] I have to pay to use a computer (for example, internet café). 
[4] I can only use a computer as a favour. 
[5] I do not have any access to a computer. 

 



 

40 

 
30. How long after you had registered did you buy and/or receive your prescribed book? 
 

[1] In less than a week 
[2] Between one to two weeks 
[3] Between two to three weeks 
[4] More than three weeks 
[5] I already had one when I registered. 
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9.5 Assignment 02 for Semester 2 
 

SEMESTER 2 

ASSIGNMENT 02 DUE DATE: 7 September 2015 

UNIQUE NUMBER 602194 
 
1. Assuming country B removes all tariffs on imported sugar. Which category of the population will be 

affected negatively by this free trade policy on sugar adopted by country B? 
 

[1] consumers of sugar in country B 
[2] producers of sugar in country B 
[3] exporters of automobiles in country B 
[4] consumers of automobiles in country B 

 
2. The nation-wide drought experienced in 2015/2016 had a negative impact on maize production in 

South-Africa. Assume the government specifies a 2 tonne maximum of foreign produced maize 
that will be allowed to enter the country in the 2016. This is referred to as: 

 
[1] A domestic subsidy 
[2] An export subsidy 
[3] An import quota 
[4] An export quota 

 
Use the figure below regarding a tariff imposed on good T to answer the questions 3 and 4 that follow 
regarding free trade conditions. 
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3. Under free trade conditions, the quantity of good T imported is 
 

[1] 20T 
[2] 40T 
[3] 60T 
[4] 80T 

 
4. The consumer surplus is equal to 
 

[1] 3040 
[2] 3360 
[3] 160 
[4] 3200 

 
5. A major theme for many African countries is economic diversification. In a bid to develop the textile 

industry, suppose the South-African government grants a subsidy to domestic producers of 
apparel, an import-competing category of goods. The subsidy results in deadweight losses for the 
domestic economy in the form of  

 
[1] The consumption effect 
[2] The redistribution effect 
[3] The revenue effect 
[4] The production effect 

 
6. The following are consequences of the imposition of an import quota, except 
 

[1] increased domestic production 
[2] decreased domestic consumption 
[3] increased government revenue 
[4] decreased domestic price 
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Use the figure below of a hypothetical export subsidy in Botswana, one of Africa’s largest exporters of 
beef to answer questions 7 to 11 that follow 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
7. Which of the following is correct regarding the above diagram? 
 

[1] the free trade price is P12, Botswana produces 20 kg of beef and consumes 110 kg of beef. 
Thus the amount imported is 90 kg of beef 

[2] the free trade price is P12, Botswana produces 110 kg of beef and consumes 20 kg of beef. 
Thus the amount exported is 90 kg of beef 

[3] the free trade price is P7, Botswana produces 90 kg of beef and consumes 50 kg of beef. 
Thus the amount imported is 40 kg of beef 

[4] the free trade price is P7, Botswana produces 90 kg of beef and consumes 50 kg of beef. 
Thus the amount exported is 40 kg of beef 

 
8. What is the effect of a subsidy based on the above diagram? 
 

[1] A subsidy of P5 on each kg of beef exported pushes the domestic price of beef to P7. 
[2] A subsidy of P5 on each kg of beef exported reduces the domestic price of beef to P7 
[3] A subsidy of P5 on each kg of beef exported pushes the domestic price of beef to P12 
[4] A subsidy of P8 on each kg of beef exported pushes the domestic price of beef to P15 
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9. The trade effect of the export subsidy provided is 
 

[1] Export amounting to 40B 
[2] imports amounting to 40B 
[3] exports amounting to 90B 
[4] imports amounting to 90B 

 
10. OPEC regulates the supply and thus price of crude oil. Which of the following is incorrect regarding 

the organization? 
 

[1] it includes all major petroleum exporting countries 
[2] it excludes South-Africa 
[3] it uses a quota system 
[4] it is an international commodity control agreement 

 
11. The following countries are members of the Southern Africa Development Community except 
 

[1] Botswana 
[2] South – Africa 
[3] Zambia 
[4] Ghana 

 
12. NAFTA is an example of a(an) 
 

[1] Preferential trade agreement 
[2] free trade area 
[3] common market 
[4] economic union 

 
13. An agreement entered into by countries within the same geographical region that aims to enable 

free flow of goods and services, factors of production and to reduce trade barriers amongst 
themselves is referred to as a 

 
[1] inter country economic union 
[2] cross country economic integration 
[3] regional economic integration 
[4] multilateral economic integration 
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14. --------------------- of integration are the shifting of resources from an outside efficient producer 

outside an inside inefficient producer 
 

[1] geographical effect 
[2] national effect 
[3] static effect 
[4] dynamic effect 

 
15. Which of the following statements is incorrect? 
 

[1] a trade diverting customs union increases the welfare of non-members and may increase of 
reduce the welfare of members 

[2] a trade diverting customs union reduces the welfare of non-members and may increase of 
reduce the welfare of members 

[3] a trade diverting customs union is more likely to lead to trade creation the lower the custom 
unions barriers on trade is with the rest of the world. 

[4] a trade diverting customs union is more likely to lead to trade creation the higher the pre-
union trade barriers of the member nations are 

 
16. An appropriate definition of a multinational corporation is one that 
 

[1] operates in industrialized countries 
[2] employs only local workers 
[3] has its headquarters in one country and operates in several other countries 
[4] operates in developing countries 

 
17. Which of the following is an example of a multinational corporation? 
 

[1] South African post office 
[2] A local health company such as Gym Active 
[3] A large beverage producing company such as Coca-Cola 
[4] Eskom 
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18. “Bicycles r us” has a bicycle parts division in South-Africa and Its assembly division is in Botswana, 

which has a higher tax rate than South-Africa. In order to minimize the corporation's overall income 
tax, how should “Bicycles r us” set its transfer prices between its parts and assembly divisions?  

 
[1] The parts division should sell parts to the assembly division at low prices.  
[2] The parts division should sell parts to the assembly division at high prices.  
[3] It doesn't matter what transfer price is used because the divisions are part of the same 

company.  
[4] Transfer pricing has nothing to do with the total tax paid by the corporation.  

 
19. Which of the following is not a reason for foreign direct investments? 
 

[1] to avoid tariffs 
[2] to diversify risks 
[3] to stimulate development 
[4] horizontal and vertical integration 

 
20. The following are advantages of foreign direct investment except   
 

[1] Retain advantage over competition  
[2] Reducing transportation costs  
[3] Creating a company tailored to a foreign market's unique characteristics  
[4] Increasing production costs  
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9.6 Assignment 03 for Semester 2 
 

SEMESTER 2 

COMPULSORY ASSIGNMENT 03 DUE DATE: 21 September 2015 

UNIQUE NUMBER 602227 
 
This assignment contains two essay questions, each carrying 25 marks. You are required to answer both 
questions using the prescribed textbook, study notes and any other academic material at your disposal. 
There is a strict 3 page limit per question. If submitted online, the assignment must be in PDF version 
only. No other format will be accepted 
 
Copying verbatim from the prescribed textbook is not allowed, and students will be penalised for failing 
to adhere to this instruction. Note that marks will be deducted for writing in point form (unless 
where necessary). Any source used to complete the assignment must be correctly cited in text 
and referenced at the end of the assignment. 
 
QUESTION 1 
 

a. The economies of many African countries are resource based and rely solely on a single 
commodity in order to finance its development. What is (are) the drawback(s) from the 
reliance on single primary commodities for growth? (10 marks) 

 
b. Globalization has meant that countries are increasingly dependent on each other. The USA 

is one of South Africa’s largest trading partners. Explain how the South African economy will 
be affected by a stimulation of the American economy  (15 marks) 

 
Note that this should be a comprehensive discussion of the positive impacts and any negative impacts 
that may be experienced in the South African Economy as a result. This is strictly an introductory trade 
question; it does not require explanation or application of trade theories. 
 
QUESTION 2 [25marks] 
 

a. Explains trade diversion and trade creation (5marks) 
b. Discuss the potential dynamic welfare gains that can result from the formation of a customs 

union  (10 marks) 
c. Discuss the conditions that are likely to lead to increased welfare with the formation of a 

customs union (10 marks) 
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