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Read the following instructions CAREFULLY before answering the paper.,
The paper consists of THREE sections: A, Band C.

Lees die instruksies SORGVULDIG deur voordat u met die beantwoording van die vraeste| begin.
Die vraestel bestaan uit DRIE afdelings: A, B en C.

SECTION A

AFDELING A

Candidates must answer ONE of the following questions (A.1 or A.2). All questibns carry equal marks,
ie 25 marks per question. Section A therefore counts 25 marks out of a total of 100.

Kandidate moet EEN van die volgende vrae beantwoord (A.1 of A.2). Alle vrae tel ewe veel punte, ni
25 punte per vraag. Afdeling A tel dus 25 punte uit 'n totaal van 100 punte.

A1 (a) Name three basic assumptions about consumer preferences and explain two of

them in detail. (5)
Noem drie basiese veronderstellings (aannames) oor verbruikersvoorkeure en
verduidelik twee daarvan in besonderhede. (5)
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(b) Use the various points on the diagram below to explain and indicate the
directions and magnitudes of the income and substitution effects stemming from a

decrease in the price of rice. Further explain whether rice is a normal, inferior or

Giffen good. (8)

Gebruik die punte op die diagram hieronder om die rigting en omvang van die
inkome- en substitusie-effekte voortspruitend uit 'n daling in die prys van rys aan

te toon en te verduidelik. Bespreek ook of rys 'n normale, minderwaardige of

Giffen-produk is. (8)

A
Bags of

wheat
N

T — Bags of rice
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(c) Use the various points on the diagram below to indicate and explain the
directions and magnitudes of the income and substitution effects stemming from a
decrease in the price of potatoes. Further explain whether potatoes are normali,
inferior or giffen goods. (8)

Gebruik die punte op die diagram hieronder om die rigting en omvang van die
inkome- en substitusie-effekte voortspruitend uit in daling in die prys van
aartappels aan te toon en te verduidelik. Bespreek ook of aartappels 'n normale,
minderwaardige of Giffen-produk is. (8)

Bags of
maize

0
Bags of potatoes
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(d) Complete the diagrams below by drawing the demand curves of rice and potatoes
based on the information in questions A.1 (b) and (c) to iliustrate their respective
slopes and associated directions. (4)

Voltooi die diagram hieronder deur die vraagkrommes van rys en aartappels te
skets op grond van die inligting in vraag A.1 (b) en (c) en dui hul onderskeie

hellings en gepaardgaande rigtings aan. (4)
A A
Price of rice Price of
potatoes
i | ——
[ - \ 7
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& 63 i & &
Bags of rice Bags of potatoes
[25]

PLEASE NOTE! You should answer A.1 or A.2, not both.
LET WEL! U moet A.1 of A.2 beantwoord, nie albei nie.

A2 (a) Given two inputs [cows (C) and land (L)] in the production of milk, explain in
words what the marginal rate of technical substitution of cows for land means. (3)

Gegewe twee insette [koeie (C) en grond (L)] in die produksie van melk,
verduidelik in woorde wat die marginale koers van tegniese substitusie van grond

vir koeie (koeie word in plaas van grond beteken). (3)
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For a given isoquant in the production of milk, prove algebraically that the
marginal rate of technical substitution of cows for land equals the marginal
product of cows divided by the marginal product of land. (10)

Vir 'n gegewe isokwant in die produksie van melk, bewys algebraies dat die
marginale koers van tegniese substitusie van grond vir koeie gelyk is aan die

marginale produk van koeie, gedeel deur die marginale produk van grond. (10)
MQ.{S - (’9/\ DviGe Iy La\,«d / :"f/()l/\t“? Lv fousl tp fir, t
i) ] \

/'U&}Hr_,wof f"’dpu-‘( i(wﬂ fecdreveg  Ule Ul (lows * ./f\’)flf'\.'l (AC)

."’r. A ,"|
Qodu fen o) jud fonr o cocated we 4 levg o [up ) :L\l-}

(oo ) (ac) s (we )080) = 0

o IJ‘\r Maligwging et we Qo +bod

() /(mi) = - (0) /loe) = s

[TURN OVER]
[BLAAI OM]



9 ECS201A
05/06 2011

(¢) Explain in words or algebraically the cost minimising condition for a firm that uses
labour (L) and capital (K) as its only inputs. (2)

Verduidelik in woorde of algebraies die koste-minimeringsvoorwaarde vir 'n firma
wat net arbeid (L) en kapitaal (K) as insette gebruik. (2)
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Given that the rent (r) = R 1000 per month and that the wage (w) = R 5000 per

month, use the information in the following diagram to calculate the costs to be in-
curred by a representative firm producing at points A, B, C and D. Show and

explain all the steps involved in your calculations. (10)
Gegewe dat die huur (r) = R 1000 per maand en dat die loon (w) = R 5000 per
maand, gebruik die inligting in die volgende diagram om die koste te bereken wat
deur 'n verteenwoordigende firma aangegaan word wat by punt A, B, C en D
produseer. Toon en verduidelik al die stappe in u berekenings. (10)
Capital units per year |
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SECTION B
AFDELING B

INSTRUCTIONS
INSTRUKSIES

Answer ALL the questions in this section.
Beantwoord ALLE vrae in hierdie afdeling.

Section B counts 25 marks in total.
Afdeling B tel 25 punte in totaal.

B.1 (a) Explain Pareto Efficiency in the production of two products (cars and computers)
X through the use of two factor inputs (capital and labour). (2)
X Verduidelik Pareto-doeltreffendheid in die produksie van twee produkte (motors

en rekenaars) deur die gebruik van twee faktorinsette (kapitaal en arbeid). (2)
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(b)  Answer the following questions based on the Edgeworth box diagram below.

Beantwoord die volgende vrae op grond van die Edgeworth-kasdiagram hier-

|

onder.
Input X Car industry
InputyY InputY
Computerindust
puterindustry InputX
(i)  Whatis the line joining points C, D and F called? (1)
Wat word die lyn wat punt C, D en F met mekaar verbind, genoem? (1)
(srtioncs o e
(if)  List any two points where production is inefficient. (2)
Lys enige twee punte waar produksie ondoeltreffend is. (2)
he L.
(iif) A movement from point A to point D will be to the benefit of which of the two
,Y * industries? Explain your answer in no more than three sentences. (4)
'n Beweging vanaf punt A na punt D sal tot voordeel van watter een van die
twee industrieé strek? Verduidelik u antwoord in hoogstens drie sinne. (4)
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(iv) At point F, which of the two industries is dominant? (1
Watter een van die twee nywerhede is dominant by punt F? (1)

/l\AQ fovv\p[,\lf’( “’(}Mili"! Ly,

B.2 Assume the South African beer industry was composed of only two firms (Firm 1 and

Firm 2), which were faced with the following market conditions:
Demand curve: P = 20 — Q; (P= market price & Q = market quantity)
Marginal Costs (MC) =0

Veronderstel dat die Suid-Afrikaanse bierindustrie uit slegs twee firmas bestaan (Firma
1 en Firma 2), wat voor die volgende marktoestande te staan kom:

Vraagkromme: P = 20 - Q; (P= markprys & Q = markhoeveelheid)

Marginale Koste (MC) =0

Calculate the firms’' Cournot equilibrium (competitive) outputs, the market price of beer
and the firm’s individual profit levels, by clearly working out the firm’'s Total Revenues,-
Marginal Revenue and Reaction Curves. (show the steps in your calculations). (15)

Bereken die firma se Cournot-ewewig (mededingende) uitsette, die markprys van bier
en die firma se individuele winsviakke, deur die firma se Totale Inkome, Marginale

Inkome en Reaksiekrommes te bereken. (15)
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