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ECS 1501  

Oct / Nov 2015 Exam Recommended Answers 
 

1. 4, the requirements for demand is that you should want the good and you should have the 

means to purchase the good (should be affordable).  

2. 2, the combination of 900 units of food and 500 units of clothing is a point that lies below 

PPC1, thus it is attainable, but inefficient. 

3. 1, opportunity cost is the highest valued alternative use of resources, thus it is the number of 

units of food production that we give up by moving from 1000 units of food and no clothing 

to 900 units of food and 600 units of clothing. Clothing production increased by 600 units and 

the opportunity cost of this is 1000 – 900 = 100 units of food production.  

4. None, 4 would be the answer if the shift was from PPC2 to PPC1 (outward shift). 

5. 4 

6. 1, this is an example of a traditional economy. 

7. 3 

8. 2 

 

 

 

9. 2 

10. 3, net exports = exports – imports = 500m – 350m = 150m 

11. 1, because it represents inflows of income. 

12. 4, supply does not determine demand. 

13. 4, 57 + 30 + 120 = 207 

14. 1, equilibrium condition: Quantity demanded = Quantity supplied 

15. 2, at a price of R15, the quantity supplied (120) is greater than the quantity demanded (80), 

thus there is a market surplus / excess supply = 120 – 80 = 40. 

16. 3, a change in the price of the good will lead to a change in the quantity demanded 

(movement along the demand curve), and not a change in demand (shift of the demand 

curve). 

17. 3, a change in the price of beef results in a change in the quantity demanded and thus a 

movement along the demand curve. 

18. 3, equilibrium condition: Quantity demanded = Quantity supplied 

19. 2, at prices lower than the equilibrium price (R3), the quantity demanded will be greater than 

the quantity supplied, thus there will be a market shortage / excess demand. 

20. 1 

21. 1 

22. 4, when the price of a complement to beef increases, the quantity demanded of the 

complement decreases and thus the demand for beef decreases (want to use the two together). 

Thus the demand curve for beef shifts to the left.  

23. 3, an increase in the cost of production leads to a decrease in supply. 
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24. 3, a change in the price of the good will lead to a movement along the supply curve. 

25. 3, when the demand for sea salt increases, the price of sea salt increases leading to an increase 

in the quantity supplied of sea salt. Thus the supply of table salt decreases, because sea salt 

and table salt are substitutes in production (when we produce more sea salt, we have to 

produce less table salt). 

26. 3, equilibrium condition: Quantity demanded = Quantity supplied 

40 – 2P = 10 + 3P 

30 = 5P 

P = R6 → Q = 40 – 2(6) = 28 

27. 4 

28. 2 

𝐸𝑑 =  
%∆𝑄𝑑

%∆𝑃
 = - 20% / 10% = -2 → 2 (Ignore negative sign)  

29. 1 

𝐸𝑑 =  
%∆𝑄𝑑

%∆𝑃
 =  

 (Q2 – Q1)/(Q1 +Q2)

(P2 – P1)/(P1 +P2)
 = 

 (4 – 0)/(0 + 4)

(8−10)/(10 +8)
=

1

−
2

18

=  −9 → 9 (Ignore negative sign) 

30. 3 

31. 2 higher degree of substitutability → higher elasticity of demand & cross price elasticity 

32. 2, diminishing marginal utility 

33. 3, taste differ  

34. 4, marginal utility starts to decrease from the 3rd beer consumed.   

Beer consumed Total utility Marginal utility 

0 0  

1 90 90 

2 190 100 

3 270 80 

4 350 80 

5 420 70 

7 420 0 

8 400 -20 

35. 1, marginal utility of the 7th beer is equal to 400 – 420 = - 20  

36. 2 

Quantity TUC MUC/PC TUR MUR/PR 

0 0  0  

1 260 260/20 = 13 300 300/30 = 10 

2 440 180/20 = 9 450 150/30 = 5 

3 540 100/20 = 5 540 90/30 = 3 

4 590 50/20 = 2.5 600 60/30 = 2 

5 610 20/20 = 1 630 30/30 = 1 

37. 2, conditions for a consumer equilibrium: MUC/PC = MUR/PR and total income spent. Thus, 

the consumer equilibrium is 3 units of coffee and 2 units of Red Bull, because, MUC/PC = 

MUR/PR = 5 and 3(20) + 2(30) = R120 = income. 
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38. 3 

39. 1, assume utility can be measured → cardinal utility 

40. 3 

41. 2 

42. 3 

Q TR AR MR 

1 10 10 10 

2 16 16/2 = 8 16 – 10 = 6 

3 16 + 2 = 18 18/3 = 6 2 

4 5*4 = 20 5 20 – 18 = 2 

5 20 20/5 = 4 20 – 20 = 0 

6 20 – 2 = 18 18/6 = 3 -2 

43. 4, 5*4 = 20 

44. 1, 18/6 = 3 

45. 2, 20 – 18 = 2 

46. 1 

47. 2 

48. 4 

49. 3 

N AP = TP/N TP = AP*N MP 

6 5 6*5 = 30  

7 6 7*6 = 42 42 – 30 = 12 

50. 3, 166 – 130 = 36 

51. 3, AFC = TFC/Q = 100/4 = 25   (TFC = TC when output is zero) 

52. 1, AC = TC/Q = 300/5 = 60 

53. 2, vertical distance = AC – AVC = AFC and AFC decreases as output increases, thus the 

vertical distance between AC and AVC decreases as output increases. 

54. 4 

55. 1 

56. 4 

57. 2, profit-maximizing output: where MR = MC → Q = 100. TR = P*Q = 20*100 = R2000 

58. 4 

59. 2 

60. 2 

61. 4 

62. 2, the labour force includes those who are willing and able to work. 

63. 1 

64. 4, there is a positive relationship between the quantity of labour supplied and the wage rate. 

65. 2, demand for labour = MRP = MPP*P, MPP is downward sloping because of diminishing 

marginal returns, thus MRP (demand for labour) is also downward sloping. 

66. 3 

67. 4 

68. 2 

69. 3, minimum wage set below the equilibrium wage will have no effect on the market. 

70. 4, when demand for the product increases, MRP increases, thus the demand for labour curve 

will shift to the right, resulting in a higher wage rate and a higher employment level. 


