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Dear Student  

Please note the contact details of your lecturers for ECS1501 are as follows: 

Module leader 

W le Roux 012 433 4707 
Team: 

C Byneveldt 012 429 2193 
L Nkosi 012 433 4735 

B Serfontein 012 433 4687 
 

The e-mail address for ECS1501 is ECS1501-18-S2@unisa.ac.za. All e-mail enquiries will 
be attended to within 48 working hours.  

If you would like to consult a lecturer, please make an appointment. If you cannot find a 
lecturer, please contact the administrative personnel at 012 433 4661. 

Direct all academic enquiries about the content of this module (i.e. not administrative 
queries) to us. Ensure that you have your student number and study material with you 
when you contact us. 

Please keep the following in mind when you e-mail your lecturers: 

• Make sure that you include the core of the message in the subject line. For instance: 
Question about elasticity, statement 2 of question 3.16. 

• Please be polite when sending e-mails to your lecturers. 
• Begin your e-mail by addressing your lecturer.  
• If you know his or her title and surname, use the following: Dear Mr Mkhize or Dear 

Ms Mackett or Good Morning Mr Le Roux or Good day Mr Rudolph, and so on. 
• If you do not know the name or surname, use: Dear Lecturer or Good Afternoon or 

Good Evening, and so on. 
• Do not start your e-mail with “Hi”.  
• Please write full sentences and try to be as specific as possible. 
• Do a spell-check and proofread what you have written before you press the “send” 

button. 
• End your e-mail with: Regards or Best regards, followed by your title, name and 

surname and your student number. 
• Please acknowledge the answers from your lecturers. A simple thank you will do. 

 

Kind regards 
Your lecturers 
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EXAMINATION GUIDELINES 
 

1. Format of the examination paper 

(i) The examination paper will be a two-hour paper counting 100 marks.  

(ii) The paper will consist of two sections: section A and section B. 

(iii) Section A consists of a written part and carries a total of 30 marks. Section B consists 
of 35 multiple-choice questions and carries a total of 70 marks.  

2. Prescribed material 

(i) The chapters and subsections which must be studied for the examination are set out 
in the study guide. The study guide only makes reference to the prescribed sections of 
the textbook (those sections of the prescribed book not referred to in the study guide 
do not form part of the prescribed material for this module).  

(ii) It is important to work through all the activities in the study guide (i.e. the 
true/false statements and short questions at the end of each section). The 
short questions should give you a good indication of the kind of questions 
you can expect in section A of the examination paper. You will not be asked 
to draw the diagrams in learning unit 9. 

3. Checklists 

An important part of your preparation for the examination should be the use of the 
checklists which you will find at the end of each learning unit in the study guide. When we 
set the examination paper, we use the outcomes of the module as guidelines. We cannot 
ask a question on a topic which is not covered by the outcomes of the module. The 
checklists are based on the outcomes of each learning unit. In other words, they indicate 
the things you should be able to do and they will give you a good indication of the kind of 
questions you can expect from each learning unit.  

In addition, with the checklists we have tried to give more flesh to the outcomes by 
dividing them into different categories (or kinds of questions): concepts, explanations, 
diagrams and calculations. 

Next to the items in the checklist are a number of checkboxes: well, satisfactory, must 
redo and need help. If you think you are able to do something really well, for instance 
explaining the reasons why government set maximum prices, make a mark in or check the 
well box. If you think you are able to explain it but are unsure about certain aspects or find 
it a bit difficult, check satisfactory. If you are a bit lost but know something about the topic 
and will benefit from spending more time on it, check must redo. If you really do not know 
what is going on, check the need help box. In doing so, you will get an indication of the 
things you know well, the things you are okay with, the things you must spend some time 
on and the things you need help with. Do not hesitate to contact one of the lecturers 
should you need help ‒ do not wait until the day before the examination. 
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4. Guidelines on answering the examination paper 

4.1 Section A 

The aim of section A of the examination paper is to assess your ability to draw and 
interpret diagrams and to explain economic concepts. As stated on numerous occasions, 
the only way to get to grips with diagrams is to draw them and the only way to learn how 
to draw diagrams is by actually drawing them. So practice drawing diagrams.  

In order to assist with your preparation for the examination, we have prepared a number of 
sample questions with guidelines on how to answer them. Work through the questions to 
familiarise yourself with the way the questions are set and how marks are allocated.   

Question 1: Simultaneous changes in demand and supply  

This question tests your ability to understand a market, the determinants of demand and 
supply and how it will influence changes in the market.  

Sample question: 

In the bread market two things happen simultaneously. Firstly, due to the 
popular Banting diet, consumers are cutting bread out of their diet. 
Secondly, due to a drought the supply of wheat, a main ingredient in bread, 
is affected. Assume the effect of the drought is the largest. 

To answer this question you need to identify three things: 

1. Will demand increase or decrease? 
2. Will supply increase or decrease? 
3. Will the changes in demand be the largest or will the changes in supply be the 

largest? 

To answer the first question, you need to study the determinants of demand explained in 
the sections Individual demand and Market demand in your textbook. In the sample 
question the impact on demand is described in the sentence “due to the popular Banting 
diet, consumers are cutting bread out of their diet”. This means that consumers’ 
preferences have changed and they do not prefer bread anymore. Therefore the demand 
for bread has decreased. 

To answer the second question, you need to study the determinants of supply explained in 
the sections Individual supply and Market supply in your textbook. In the sample question 
the impact on supply is described in the sentence “due to a drought the supply of wheat, a 
main ingredient in bread, is affected”. This means that a natural disaster, a drought, has 
caused the supply of wheat to decrease. 

The answer to the third question will be stated in the original question. For example, in the 
sample question it will be: “Assume the effect of the drought is the largest”. 

  



ECS1501/103 

5 

Now you need to draw the market for bread. 

 

 

 

The first mark will be awarded if you drew 
the initial market correctly: 

• Label the axes correctly: “Price” on 
the vertical axis (with the letter P to 
show you measure price in P’s) and 
“Quantity” on the horizontal axis 
(with the letter Q to show you 
measure quantity in Q’s).  

• Write a zero at the origin.  
• Downward sloping demand curve, 

labeled D. 
• Upward sloping supply curve,  

labeled S. 
• Indicate equilibrium where the 

demand and supply curves intersect 
with an E. 

• Indicate equilibrium price and 
quantity with dotted lines.  

The second mark will be awarded if the 
correct movement of the supply curve is 
clear and indicated with an arrow. 

The third mark will be awarded if the 
correct movement of the demand curve is 
clear and indicated with an arrow. 

The fourth mark will be awarded if the 
change in one curve, as stipulated in the 
question, is larger (in this case the supply 
curve). 

The fifth mark will be awarded if the new 
equilibrium is indicated (E2), as well as the 
new equilibrium price and quantity, and 
arrows indicating whether the equilibrium 
quantity and price increased and/or 
decreased. 
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For a further five marks you will also be asked to explain the graph you drew. Marks will be 
awarded as follows: 

• One mark for explaining the initial market: what the axes are, what the curves are 
and where equilibrium is. 

• A second mark will be awarded for explaining why the supply curve moved as it has. 
It is important to name the determinant responsible for the change. 

• A third mark will be awarded for explaining why the demand curve moved as it has. 
It is important to name the determinant responsible for the change. 

• A fourth mark will be awarded for indicating the change in the equilibrium price. 
• A fifth mark will be awarded for indicating the change in the equilibrium quantity. 

Question 2: Algebraic analysis of demand and supply  

In this question you will be given quantity demand and quantity supply expressed 
algebraically and you need to calculate the equilibrium quantity and price. 

The first thing to remember is that equilibrium is where quantity demanded is equal to 
quantity supplied. This means you can set the two algebraic expressions equal and solve it 
to get equilibrium price and quantity. 

Sample question: 

Suppose the quantity demanded for a product is represented by  
Qd = 100 – 5P, while the quantity supplied is given by Qs = –20 + 3P. What 
are the equilibrium price and the equilibrium quantity? 

Answer and comments: 

Equilibrium is where quantity demanded is equal to 
quantity supplied. Therefore, equilibrium is where Qs = 
Qd.  

This statement shows that 
you understand why Qs 
should be set equal to Qd. 

∴  −20 + 3𝑃𝑃 = 100 − 5𝑃𝑃 Set the two equal. 

3𝑃𝑃 + 5𝑃𝑃 = 100 + 20 
8𝑃𝑃 = 120 
𝑃𝑃 = 15 

 
Get all the P’s on 
one side and solve 
it. 

𝑄𝑄 =  −20 + 3(15) 
= 25 

 
Put the value for P into one 
of the two original formulas 
and solve Q. 

You will receive one mark for stating why Qs should be equal to Qd and setting the two 
formulas equal. One mark will be awarded for the correct P and one mark for the correct Q. 
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Question 3: Price elasticities 

You must be able to calculate the price elasticity of demand. 

If the price of a good decreases with 15%, the quantity demanded increases 
with 20%. What is the price elasticity of demand for this product? 

For such a question you would use the following formula: 

𝐸𝐸𝑝𝑝 =  
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑃𝑃ℎ𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑖𝑖𝑃𝑃 𝑃𝑃ℎ𝑃𝑃 𝑞𝑞𝑞𝑞𝑃𝑃𝑃𝑃𝑃𝑃𝑖𝑖𝑃𝑃𝑞𝑞 𝑑𝑑𝑃𝑃𝑑𝑑𝑃𝑃𝑃𝑃𝑑𝑑𝑃𝑃𝑑𝑑

𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑃𝑃ℎ𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑖𝑖𝑃𝑃 𝑃𝑃ℎ𝑃𝑃 𝑝𝑝𝑃𝑃𝑖𝑖𝑃𝑃𝑃𝑃
 

The percentage changes are given in the question and you just have to substitute the 
percentages to get the answer. 

𝐸𝐸𝑝𝑝 =  
20%
15%

 

𝐸𝐸𝑝𝑝 = 1,33 

However, the question can also give you the changes in the price and quantity: 

An increase in the price of a product from R3,00 to R4,00 causes the 
quantity demanded to decrease from 1600 units to 1400 units. What is the 
price elasticity of demand? 

Then you need to use this formula: 

𝐸𝐸𝑝𝑝 =  
∆𝑄𝑄
∆𝑃𝑃

 × 
𝑃𝑃1
𝑄𝑄1

 

This formula is no different from the previous one: 

𝐸𝐸𝑝𝑝 =  
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑃𝑃ℎ𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑖𝑖𝑃𝑃 𝑃𝑃ℎ𝑃𝑃 𝑞𝑞𝑞𝑞𝑃𝑃𝑃𝑃𝑃𝑃𝑖𝑖𝑃𝑃𝑞𝑞 𝑑𝑑𝑃𝑃𝑑𝑑𝑃𝑃𝑃𝑃𝑑𝑑𝑃𝑃𝑑𝑑

𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑃𝑃ℎ𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑖𝑖𝑃𝑃 𝑃𝑃ℎ𝑃𝑃 𝑝𝑝𝑃𝑃𝑖𝑖𝑃𝑃𝑃𝑃
  

=  

𝑄𝑄2 −  𝑄𝑄1
𝑄𝑄1

 × 100

𝑃𝑃2 −  𝑃𝑃1
𝑃𝑃1

 × 100
 

To get the percentage change in a 
variable we always take the 
difference divided by the initial 
value. 

=  

∆𝑄𝑄
𝑄𝑄1

 

∆𝑃𝑃
𝑃𝑃1

 
 

The hundreds cancel each other out 
and this sign, “∆” (delta), indicates 
the difference. 

=  
∆𝑄𝑄
𝑄𝑄1

 ×  
𝑃𝑃1
∆𝑃𝑃

 
You can make the division of a 
multiplication if you take the 
reciprocal. 

𝐸𝐸𝑃𝑃 =  
∆𝑄𝑄
∆𝑃𝑃

 ×  
𝑃𝑃1
𝑄𝑄1

 Rearranged. 
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Sample question: 

An increase in the price of a product from R3,00 to R4,00 causes the 
quantity demanded to decrease from 1 600 units to 1 400 units. What is the 
price elasticity of demand? 

𝐸𝐸𝑃𝑃 =  
∆𝑄𝑄
∆𝑃𝑃

 ×  
𝑃𝑃1
𝑄𝑄1

  One mark for the formula. 

𝐸𝐸𝑃𝑃 =  
1400− 1600
4,00− 3,00

 × 
3,00
1600

  
One mark for the correct 
substitution of information in the 
question. 

𝐸𝐸𝑃𝑃 =  0,38  One mark for the correct answer. 

You could also be asked what a company should do in order to increase total revenue, 
based on the price elasticity of demand of the product. You would need to state whether 
the product is elastic or inelastic, and based on this, if the company has to increase or 
decrease the price in order to increase total revenue. You will also receive a mark if you 
can logically explain this in your own words. For example, if we use the value we have 
calculated above Ep = 0,38, we can say the following: 

The product is inelastic; therefore the company needs to increase the price of the product 
if they want to increase total revenue. When a product is inelastic it means that the 
change in quantity demanded is smaller than the percentage change in price. Thus, if the 
company increases the price of the product, they will lose customers, but the percentage of 
customers that they lose will be smaller than the increase in price and total revenue will 
increase because  
total revenue = price × quantity.   

Question 4: Income elasticity of demand or cross elasticity of demand  

As far as income and cross elasticity of demand are concerned, it is important that you 
should be able to interpret a given elasticity value. Remember, with these elasticities the 
sign (positive or negative) plays an important part in explaining the relationship between 
the variables.  

Sample question: 

Suppose the cross elasticity of demand for product A and product B is –
0,25. Explain the type of goods that product A and product B are, based on 
the cross elasticity of demand.  

A question like this would typically count three marks. Two marks will be awarded if you 
name the relationship between the two types of goods. An extra mark will be awarded if 
you can further elaborate on the relationship between the two products. 
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Product A and product B are complements because the cross elasticity coefficient is 
negative. You will earn the additional mark for explaining what complement goods are: 
goods which are used together;or for commenting on the absolute cross elasticity value: 
product A and product B are not close complements as the cross elasticity value is only 
0,25. 
 
Question 5: Total, average and marginal values  

In this question you need to show that you are able to calculate the total values, average 
values and marginal values. You could be asked to calculate utility, cost, revenue or 
product; however, calculating the total, average and marginal values of any of these 
variables is very similar. Therefore, if you understand the definitions of a total, average and 
marginal variable, you should be able to calculate utility, cost, revenue or product with 
ease. 

 Definition Formulas 

Total variable 

(TV) 

The total value of the variable, meaning all 
the revenue, product, utility or cost. Total 
cost can be further divided into total fixed 
cost (TFC) and total variable cost (TVC). 

𝑇𝑇𝑇𝑇 = 𝐴𝐴𝑇𝑇 × 𝑄𝑄 
𝑇𝑇𝑇𝑇2 =  𝑇𝑇𝑇𝑇1 + 𝑀𝑀𝑇𝑇2 
𝑇𝑇𝑇𝑇 = 𝑇𝑇𝑇𝑇𝑇𝑇 + 𝑇𝑇𝑇𝑇𝑇𝑇 

Average variable 
(AV) 

The average value is the total divided by 
the quantity of units. For example, average 
utility is total utility divided per number of 
units consumed, meaning the average 
utility we experience per unit.  

𝐴𝐴𝑇𝑇 =  
𝑇𝑇𝑇𝑇
𝑄𝑄

 

Marginal 
variable (MV) 

The marginal value refers to the amount 
that the total value increases when the 
quantity increases by one. That is, with 
how much does total product increase when 
a firm employs one additional worker. 

𝑀𝑀𝑇𝑇 =  
∆𝑇𝑇𝑇𝑇
∆𝑄𝑄
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Sample question: 

The following table shows some of the cost information of a firm. Fill in the missing values  
for A to E. 

Total 
units 

produced 

Total 
fixed 
cost 

Total 
variable 

cost 

Total 
cost 

Average 
fixed 
cost 

Average 
variable 

cost 

Average 
cost 

Marginal 
cost 

0   1 500 - - - - 

1        

2  A 1 568  34   

3   1 590   B C 

4 D  E    18 

5  123      
 
The first thing to remember when confronted by a table like this is that you do not have to 
complete every cell of the table. It is an unnecessary waste of time. The values for only 
five cells are required, so concentrate on what is being asked. 
 
To calculate A: 
 
A is the total variable cost when two units are produced. TVC features in two of our 
formulas: 
 

𝑇𝑇𝑇𝑇 = 𝑇𝑇𝑇𝑇𝑇𝑇 + 𝑻𝑻𝑻𝑻𝑻𝑻 
If we rearrange this, we get 

𝑇𝑇𝑇𝑇𝑇𝑇 = 𝑇𝑇𝑇𝑇 − 𝑇𝑇𝑇𝑇𝑇𝑇 
 
and  

𝐴𝐴𝐴𝐴𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝐴𝐴𝑃𝑃𝑃𝑃𝑖𝑖𝑃𝑃𝑣𝑣𝑣𝑣𝑃𝑃 =
𝑇𝑇𝑇𝑇𝑃𝑃𝑃𝑃𝑣𝑣 𝐴𝐴𝑃𝑃𝑃𝑃𝑖𝑖𝑃𝑃𝑣𝑣𝑣𝑣𝑃𝑃

𝑄𝑄
 

or 

𝐴𝐴𝑇𝑇𝑇𝑇 =
𝑻𝑻𝑻𝑻𝑻𝑻
𝑄𝑄

 

and if we rearrange it 
𝑇𝑇𝑇𝑇𝑇𝑇 = 𝐴𝐴𝑇𝑇𝑇𝑇 𝑥𝑥 𝑄𝑄 

 
To use the first formula we need the value of TFC, which is not given, but as we shall see 
below, can be calculated. However, we have all the information we need if we decide to use 
the second formula: 

𝑇𝑇𝑇𝑇𝑇𝑇 = 𝐴𝐴𝑇𝑇𝑇𝑇 𝑥𝑥 𝑄𝑄 
= 34 𝑥𝑥 2 
= 68 
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To calculate B: 

B is the average cost when three units are produced. 

The TC when three units are produced is given as 

𝐴𝐴𝑇𝑇 =
𝑇𝑇𝑇𝑇
𝑄𝑄

 

=
1 590

3
 

= 530 

 

To calculate C: 

The marginal cost when three units are produced. 

The marginal value refers to the amount that the total value increases when the quantity 
increases by one. Marginal cost shows by how much total cost increases when production 
increases by one unit (from two to three). Thus, to calculate the marginal cost:  

𝑀𝑀𝑇𝑇 =
∆𝑇𝑇𝑇𝑇
∆𝑄𝑄

 

=
1 590 − 1 568

1
 

= 22 

To calculate D: 

We know that 𝑇𝑇𝑇𝑇 = 𝑇𝑇𝑇𝑇𝑇𝑇 + 𝑇𝑇𝑇𝑇𝑇𝑇 𝑇𝑇𝑃𝑃 𝑇𝑇𝑇𝑇𝑇𝑇 = 𝑇𝑇𝑇𝑇 − 𝑇𝑇𝑇𝑇𝑇𝑇.  We also know that TFC remains the same 
regardless of the number of units produced. The total cost when no production takes place 
is 1500 (given). However, if no production takes place TVC must be zero, thus 

𝑇𝑇𝑇𝑇𝑇𝑇 = 𝑇𝑇𝑇𝑇 − 𝑇𝑇𝑇𝑇𝑇𝑇 
= 1 500− 0 
= 1 500 

To calculate E: 

We have to calculate the TC if four units are produced. The MC of the fourth unit (18) is 
known. What does it tells us? Yes, that TC cost increases by 18 when production increases 
from three units to four units. The TC of three units is given (1 590), so 

𝑇𝑇𝑇𝑇 (4 𝑞𝑞𝑃𝑃𝑖𝑖𝑃𝑃𝑢𝑢) = 𝑇𝑇𝑇𝑇 (3 𝑞𝑞𝑃𝑃𝑖𝑖𝑃𝑃𝑢𝑢) + 𝑀𝑀𝑇𝑇 
= 1 590 + 18 
= 1 608 

To summarise: 

A = __________68_______________ 

B = __________530______________ 

C = __________22_______________ 

D = __________1 500_____________ 

E = __________1 608_____________ 

You will receive one mark for every correct value. 
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4.2 Section B 

This section will consist of 35 multiple-choice questions. Each multiple-choice question will 
count two marks. No marks will be deducted for an incorrect answer. 

Completing your assignments and checking the answers in Tutorial Letters 201 to 204 will 
be good preparation for this section. However, do not expect to see exactly the same 
questions in the examination as those you encountered in the assignments. 

In addition, you can work though the previous examination papers that are available under 
the Official Resources link on myUnisa. Take note: previous examination papers could 
include content that is not part of the ECS1501 syllabus anymore – so check each question 
with the demarcation of work as set out in the study guide. 

**** ***** **** 
 
Please do not hesitate to contact one of the lecturers if you experience any difficulties with 
your examination preparations. 
 
Good luck with your studies. 
 
Your ECS1501 lecturers 
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