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This paper consists of 18 pages including one page for rough work, a special front page and 
instructions for the completion of a mark-reading sheet. 

 

STUDENT NUMBER / STUDENTENOMMER 

          

 

Read all instructions CAREFULLY before answering the questions. 

This paper consists of two compulsory sections:   

Section A consists of five (5) questions. Answer all the questions in section A in the space provided. 
The questions and the space for answering the questions of section A start on page 2. 

Section B consists of 35 multiple-choice questions. Answer all the questions on the mark-reading 
sheet. Write the unique number on your mark-reading sheet. Place the completed mark-reading sheet 
in your answer book. DO NOT STAPLE IT TO THE ANSWER BOOK. The instructions for completing 
the questions of section B are given on page 7 and the questions for section B start on page 8. 

Please ensure that the page numbers of this examination paper follow each other correctly. Report it 
to the invigilator if your paper has any blank pages or if pages are printed unclearly. 

Complete the attendance register on the back page, tear it off and hand it to the invigilator.
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SECTION A 

Answer all questions in this section. 
 
QUESTION 1 [3] 
 
Use the following diagram to show the effect on the equilibrium price and quantity of rain coats in 
the Western Cape if that area experience a good rainy season. Remember to label your diagram.  
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QUESTION 2 [8] 
 
(i) Use the following diagram to show the effect on the equilibrium price and quantity of meat if 

the main cattle farming area of a country experience a severe drought. Remember to label 
your diagram.   (3) 

 

 
 

(ii) Given the above scenario, explain the adjustment process to the new market equilibrium 
position in the meat market.   (5) 
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QUESTION 3 [5] 
 
In the market for newspapers, two events happen simultaneously: First, Bafana Bafana wins the 
African Cup and everybody wants to read more about it in the paper. Second, the paper on which 
the newspaper is printed becomes more expensive. The effect of Bafana Bafana winning is larger 
than the effect of the increased cost of paper. Draw a graph of the market for newspapers and 
show all the changes.    
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QUESTION 4 [8] 
 
Explain, with the aid of a diagram, the impact of the imposition of an effective maximum price in 
the market for product A.    
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  



 Page 6 of 18 ECS1501 
October/November 2017 

 

[TURN OVER] 

QUESTION 5 [6] 
 
(i) Suppose that you are the owner of a spaza shop and that you have established that the 

price elasticity of the demand for bread in your particular market is 0,5. At what price will 
your total revenue be the highest? At  R10 or R8? Explain.   (3) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(ii) 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.   (3) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

***   *********   *** 
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SECTION B – COMPULSORY MULTIPLE-CHOICE QUESTIONS 
 
INSTRUCTIONS 
 
In this section, questions must be answered on the mark-reading sheet that is supplied. Carefully 
follow the instructions for the completion of a mark-reading sheet.  
 

(i) Suppose a question reads as follows: 
 

1. What currency is used in South Africa? 
 

[1] dollar 
[2] pula 
[3] cedi 
[4] rand 

 
The correct answer is 4.  You must therefore mark 4 on your mark-reading sheet. 
 

(ii) Only one of the alternatives per question – listed as [1], [2], etc – is correct.  Therefore, do 
not mark more than one alternative per question. 

(iii) For a correct answer, you will receive 2 marks.  No marks are deducted for incorrect 
answers. 

(iv) Section B consists of 35 questions and thus counts 70 marks out of a total of 100. 
 

Your mark-reading sheet may get lost.  You must therefore also write your answers to the 
questions of this section on page 16 of your examination answer book. 
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1. Economics is the study of _____. 
 

[1] choice due to scarcity under conditions of scarcity 
[2] shares and money on stock exchange 
[3] investments and foreign direct investments 
[4] consumer spending patterns 

 
Use the following production possibility curve (PPC) of Utopia to answer questions 2 to 4. 

 
2. If Utopia is currently on PPC1 then point ___ will be an efficient use of resources, while point ___ 

will be unattainable. 
 

[1] E; B 
[2] C; D 
[3] A; F 
[4] D; C 

 
3. If Utopia is producing at point D and it decides to increase production of honey to 65 

honeycombs, what is the opportunity cost of the decision? 
 

[1] 10 honeycombs 
[2] 55 honeycombs 
[3] 750 litres of milk 
[4] 1 050 litres of milk 
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4. What can a possible reason be for the shift in the PPC from PPC1 to PPC2? 
 

[1] mass emigration of workers out of Utopia 
[2] improved beekeeping technology that is introduced to Utopia 
[3] outbreak of a deadly cow disease 
[4] workers in the milk industry who are negotiating higher wages 

 
5. Which of the following is a normative statement? 
 

[1] Neil Armstrong was the first man ever to walk on the moon. 
[2] The Space Shuttle Columbia exploded in 2003 when it was re-entering the Earth’s 

atmosphere. 
[3] Nasa should send a shuttle to Mars to do more research on the planet. 
[4] The International Space Station is a joint collaboration between many countries, including 

the United States of America, Russia, Japan and Canada.  
 

6. Which of the following countries is an example of a command economy? 
 

[1] Russia 
[2] North Korea 
[3] South Africa 
[4] United States of America 

 
7. In what type of economy will you see consumers buying what they like with money they have 

acquired from a wage or salary? 
 

a) command system 
b) market system 
c) mixed economy 

 
[1] only b 
[2] only d 
[3] both b and c 
[4] a, b and c 

 
8. Given the three major flows in the economy, what creates an income for consumers? 
 

[1] when they sell their factors of production to produce goods and services 
[2] when they spend their income on goods and services 
[3] when they spend, firms get an income with which they produce goods and services 
[4] when they sell their goods and services on the factor market 
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9. When you sell your capital on the factor market, what type of remuneration will you receive? 
 

[1] rent 
[2] interest 
[3] wage 
[4] profit 

 
10. What do arrows a and b represent? 
 

 
 

[1] a = income; b = goods and services 
[2] a = spending; b = factors of production 
[3] a = spending; b = goods and services 
[4] a = income; b = factors of production 

 
11. Which one of the following statements is correct regarding the goods market and the factor 

market? 
 

[1] In the goods market, goods are traded to firms. 
[2] Households are buyers in the factor market. 
[3] Factors of production flow via the factor market to firms. 
[4] Firms do not participate in the goods market. 

 
12. If five (5) companies are supplying bolts and screws, and one company closes down, what will 

happen in the market for bolts and screws? 
 

[1] The supply of bolts and screws will decrease. 
[2] The demand for bolts and screws will increase. 
[3] The quantity supplied will decrease. 
[4] Nothing will happen, as the market is currently in equilibrium. 
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13. What caused the equilibrium to change from E1 to E2 in the graph below? 

 
[1] change in supply and demand 
[2] change in supply, followed by a change in quantity demanded 
[3] change in demand, followed by a change in quantity supplied 
[4] change in supply only 

 
14. What area on the graph below represents consumer surplus? 

 
[1] area P10E 
[2] area PM0E 
[3] area P1Q10 

[4] area P1EPM  
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15. A dairy farmer who produces fat-free milk can sell the cream that was extracted to make the milk 
fat free. Fat-free milk and cream are therefore joint products. After an article, explaining the 
health benefits of fat-free milk, has been published in an influential magazine, the demand for 
fat-free milk increases. What will happen to the equilibrium price and quantity of cream? 

 
[1] The equilibrium price will rise and the equilibrium quantity will increase. 
[2] The equilibrium price will rise and the equilibrium quantity will decrease. 
[3] The equilibrium price will drop and the equilibrium quantity will increase. 
[4] The equilibrium price will drop and the equilibrium quantity will decrease. 

 
16. Suzi sells cakes at a student centre. She knows that if she raises the price of the cakes, she will 

sell fewer cakes. If she drops the price, she will sell more cakes. Suzi also studies economics 
and she calculates that her cakes have a relatively elastic demand curve. What can Suzi do to 
increase her total revenue? 

 
[1] Give the cakes away free. 
[2] Lower the price. 
[3] Do not change the price. 
[4] Raise the price. 

 
17. Which of the following is a synonym for the word utility? 
 

[1] satisfaction 
[2] consumption 
[3] usage 
[4] profits 

 
Lindiwe enjoys drinking cold drinks and eating burgers. The table below shows the utility Lindiwe gets 
from consuming cold drinks and burgers. Use the following table to answer questions 18 to 20.  
 

Units 
consumed 

Cold drinks Burgers 

Total utility Marginal 
utility 

Weighted 
marginal 

utility 
Total utility Marginal 

utility 
Weighted 
marginal 

utility 

0 0 - - 0 - - 

1 200 200 20 1 375 1 375 55 

2 380 180 18 1 875 500 20 

3 430 50 5 2 325 450 18 

4 380 -50 -5 2 450 125 5 
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18. When will the law of diminishing marginal utility for cold drinks set in? 
 

[1] with the first cold drink 
[2] with the second cold drink 
[3] with the third cold drink 
[4] with the fourth cold drink 

 
19. If a cold drink costs R10 and a burger is R25 and Lindiwe has a budget of R95, which of the 

following combinations of goods will she not be able to afford? 
 

[1] 1 cold drink and 3 burgers 
[2] 2 cold drinks and 3 burgers 
[3] 3 cold drinks and 4 burgers 
[4] 4 cold drinks and 2 burgers 

 
20. Given Lindiwe’s budget of R95, which of the following combinations will maximise her utility? 
 

[1] 2 cold drinks and 4 burgers 
[2] 2 cold drinks and 3 burgers 
[3] 3 cold drinks and 4 burgers 
[4] 4 cold drinks and 4 burgers 

 
21. Ben makes ice, which he sells to restaurants and at petrol stations. He has one freezer, which is 

all the capital he owns, and he has one person working for him. When an extreme heat wave 
hits, the demand for ice increases substantially and Ben has to supply more ice. Initially, Ben 
does not have the means to buy another freezer and rather employs two more people. What will 
be considered the "long run" for Ben in his ice-making business? 

 
[1] when he starts making a profit 
[2] when the heat wave is over 
[3] when he has employed the two extra people 
[4] when he can buy another freezer 

 
22. Mfundo decides to quit his job and to start his own business. In this old job, he received a 

monthly fixed salary of R8 000. In the first month of his new business, he has expenses of 
R15 000 and a total revenue of R13 000. Mfundo makes a __________ his first month?  

 
[1] normal profit only 
[2] both normal and economic profit 
[3] economic profit only 
[4] loss 
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23. Which of the following is not true about the law of diminishing returns? 
 

[1] Initially, when more people are employed, people can specialise and total product 
increases. 

[2] After specialisation, every additional labourer will contribute less than previous labourers.  
[3] If you employ too many people, they will get in each other’s way and become 

counterproductive. 
[4] When you employ more people, you will always increase the total product. 

 
24. A baker bakes 1 000 loaves of bread per day for an average cost of R2 per loaf. If his total fixed 

cost is R1 000 per day, what will be his total cost? 
 

[1] R1 000 
[2] R1 002 
[3] R2 000 
[4] R3 000 

 
25. In a perfect competitive market, there are ________ so that no single firm can influence the 

market price, meaning firms in a perfectly competitive market are _______. On the other hand, a 
monopolist is a _______, and his supply is equal to the market supply. 

 
[1] many firms; price takers; price maker  
[2] a couple of firms; price makers; price setter 
[3] many firms; price setters; price maker 
[4] a couple of firms; price takers; price taker 

 
26. If a firm has a total fixed cost of R10 000, total variable cost of R8 000 and total revenue of  

R11 000, what should it do in the short run? 
 

[1] shut down permanently  
[2] shut down temporarily  
[3] decrease production 
[4] continue producing temporarily 

 
27. What is the price elasticity of demand of a single firm in a perfectly competitive industry? 
 

[1] perfectly elastic 
[2] relatively elastic 
[3] unitary elastic 
[4] perfectly inelastic 
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Use the figure below to answer questions 28 and 29. The figure shows the short-run conditions of a 
firm in a perfectly competitive market.  
 

 
 

28. This firm is making _______. 
 

[1] an economic loss of R15 600 
[2] an economics loss of R3 600 
[3] a normal loss of R15 600 
[4] an economic profit of R3 600 

 
29. In the long run, _______ will _____ the industry so that the market supply curve shifts to the 

_____ until prices _______ sufficiently to allow all firms to make a normal profit only. 
 

[1] existing firms; exit; right; drop 
[2] new firms; enter; right; drop 
[3] existing firms; exit; left; rise 
[4] new firms; enter; left; rise 

 
30. In the market for fish, there are four suppliers. If the price is R50 per fish, John’s Fisheries will 

supply 120 fishes. If the price is R50, Snoek Kings will not produce any fish, but it will produce 
230 fishes if the price is R60 per fish. The Boat will produce 356 fishes for a price of R50 and 
Sardine Runners will produce 54 fishes if the price is R50 per fish. What is the market supply of 
fish at a price of R50 per fish?  

 
[1] 120 
[2] 356 
[3] 530 
[4] 760 
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31. If Donald has a nominal wage of R25 000 and he receives an increase in salary of R2 000, 
which of the following is true if the inflation rate is 9%? 

 
[1] Donald receives an increase in both nominal and real wage. 
[2] Donald receives an increase in nominal wage and a decrease in his real wage. 
[3] Donald receives a decrease in nominal wage and an increase in his real wage. 
[4] Donald receives a decrease in both nominal and real wage. 

 
32. Which of the following factors will make a labour market less competitive? 
 

[1] heterogeneous labourers 
[2] many firms and labourers 
[3] no government intervention 
[4] perfect knowledge of market conditions 

 
33. Trade unions can employ various strategies in an attempt to increase the wage rates of their 

members. Which one of the following options will not tend to be accompanied by lower 
employment (increased unemployment)? 

 
[1] Enforce a higher (disequilibrium) wage through strike action. 
[2] Lobby the government to institute a minimum wage above the equilibrium wage. 
[3] Work with firms to increase the demand for the product of the particular industry. 
[4] Restrict the supply of labour. 

 
Use the following graph, which shows a labour market, to answer questions 34 and 35. 

  
34. The government wants to set a minimum wage, but it is not sure at what rate. Which of the 

following wage rates will be effective, in other words, will have an impact on the equilibrium wage 
rate and quantity of labour employed? 

 
[1] 𝑤𝑤1 

[2] 𝑤𝑤2 
[3] 𝑤𝑤3 
[4] 𝑤𝑤4 
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35. Which of the following will be true if the government sets the minimum wage at 𝑤𝑤4? 
 

[1] The market will have an excess supply of labour. 
[2] The market will have an excess demand for labour. 
[3] Unemployment will decrease. 
[4] The market will be in equilibrium. 

 

Your mark-reading sheet may get lost and therefore, you should also write down your 
answers to the questions of section B in the space provided below. 

B1 B11 B21 B31 

B2 B12 B22 B32 

B3 B13 B23 B33 

B4 B14 B24 B34 

B5 B15 B25 B35 

B6 B16 B26  

B7 B17 B27  

B8 B18 B28  

B9 B19 B29  

B10 B20 B30  
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