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WELCOME 

 

 
We are pleased to welcome you to this module and hope that you will find it both 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. 
 
You will receive a number of tutorial letters 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 scheme of work, resources and 
assignments for this module. We urge you to read it carefully and to keep it at hand when working 
through the study material, preparing the assignment(s), preparing for the examination and addressing 
questions to your lecturers. 
 
Please read Tutorial Letter 301 in combination with Tutorial Letter 101 as it gives you an idea of 
generally important information when studying at a distance and in a particular college and 
department. 
 
In Tutorial Letter 101, you will find the assignments and assessment criteria, as well as instructions on 
the preparation and submission of the assignments. This tutorial letter also provides all the information 
you need with regard to the prescribed study material and other resources and how to obtain it. Please 
study this information carefully and make sure that you obtain the prescribed material as soon as 
possible. 
 
We have also included certain general and administrative information about this module. 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 hope that you will enjoy this module and wish you all the best! 
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PURPOSE AND OUTCOMES OF THIS MODULE 

 
 
After you have studied this module, you should have a fundamental understanding of what economics 
is all about. You should be able to: 
 
•  demonstrate your understanding of basic economic concepts. 
•  analyse how the market forces of demand and supply determine equilibrium. 
•  compare the advantages and disadvantages of different market structures. 
 

More detailed module outcomes can be found at the beginning of each study unit in your study guide. 
 

 

COMMUNICATION WITH LECTURERS 

     

The lecturers for this module will be able to assist you with any enquiries concerning the prescribed 
contents. If you have any enquiries concerning administrative matters, please contact the correct 
administrative department. See section “Communication with the University” of this tutorial letter.   

 

You can contact us in the following ways: 

 

By telephone: We are normally available between 08:00 and 13:00 on weekdays. For your 
convenience, a designated telephone number is reserved for ECS1501: 

 

(012) 429-4159 

 

A routing facility will ensure that you are automatically connected to the first available lecturer. This 
may take a while. Please do not hang up if you do not receive an immediate reply. If we are not 
available, you can contact Mr. M Lucouw (the administrative coordinator) at (012) 429-4350. 

 

Cellphones:    Weekdays: 07:45-16:00 

NO SMS and "Please call me" messages will be answered. 

 

  074 358 9051 

  074 707 8364 
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E-mail: E-mail communication with lecturers can be established via myUnisa 

First-semester registration students use the e-mail address: 

ECS1501-11-s1@my.unisa.ac.za 

Second-semester registration students use the e-mail address: 

ECS1501-11-s2@my.unisa.ac.za  

 

By mail: Letters to lecturers should be addressed to: The Module Leader (ECS1501) 

          Department of Economics 

          PO Box 392 

          UNISA 

          0003   

 

Personal visits: If you are in Pretoria, you are welcome to visit us in our offices. Please contact us to 
make an appointment. 

 

PLEASE NOTE: Letters to lecturers may not be enclosed with or inserted into assignments. 
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COMMUNICATION WITH THE UNIVERSITY 

 

For all administrative matters and contact numbers, please consult the booklet: My studies @ Unisa 
as well as Tutorial Letter 301/2011.  

 

ALL ADMINISTRATIVE ENQUIRIES 

Unisa Contact Centre (local students): 0861 670 411 

Unisa Contact Centre (international students): +27 11 670 9000 

Fax number (local students): (012) 429 4150 

Fax number (international students): +27 12 429 4150  

E-mail: study-info@unisa.ac.za 

 

Listed below are the e-mail addresses of the administrative departments at Unisa that deal with most 
student queries. 

■ For administration queries, for example registration matters, applications, change of 
addresses, course exemptions, contact the Department of Student Admission and Registrations, 
e-mail address: undergrad@unisa.ac.za or econ@unisa.ac.za. 

■ For queries dealing with study material and tutorial letters not received, contact the 
Department of Despatch, e-mail address: despatch@unisa.ac.za or study-info@unisa.ac.za. 

■ For all queries regarding assignments, for example results, lost assignments, problems 
regarding unique numbers, contact the Department of Student Assessment Administration, e-
mail address: assign@unisa.ac.za or study-info@unisa.ac.za. 

■ Address all examination queries such as dates, transfers, admissions, results, to the 
Department of Student Assessment Administration, e-mail address: exams@unisa.ac.za and 
applications for aegrotat examinations, e-mail address: study-info@unisa.ac.za. 

■ For enquiries relating to tuition accounts and/or payments, contact the Department of 
Finance, e-mail address: study-info@unisa.ac.za. 

■ For any queries relating to myUnisa, contact the Contact Centre or e-mail address: 
myUnisahelp@unisa.ac.za. 

■ Queries relating to the availability of the prescribed textbook or difficulties with obtaining it from 
the official booksellers, should be addressed to the Registrar (Academic) at telephone number 
012 429-4152 or email: vospresc@unisa.ac.za. 
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■ For any queries relating to counselling, career development and academic development, contact 
DCCAD, e-mail address counselling@unisa.ac.za 

Note: Always have your student number at hand when you call the University. 

 

 

STUDENT SUPPORT SYSTEM 

 

For information on the various student support systems and services available at Unisa (e.g. student 
counselling, tutorial classes, language support), please consult the publication My studies @ Unisa 
that you received with your study material.  

 
Study groups 
 

It is advisable to have contact with fellow students. One way to do this is to form study groups. The 
addresses of students in your area may be obtained from the following department:  
 
Directorate: Student Administration and Registration 
PO Box 392 
UNISA 
0003 
 
Please contact the Unisa Contact Centre 0861 670 411 or follow the myUnisa instructions – see 
below. 
 
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 to communicate with your lecturers, with other students and with the administrative 
departments of Unisa – all through the computer and the internet. 
 
To go to 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 go there direct by typing in http://my.unisa.ac.za.  
 
Please consult the publication My studies @ Unisa which you received with your study material for 
more information on myUnisa. 
 
Discussion classes 
 

In the first and the second semesters a number of discussion classes will be held in the major 
centres. The relevant dates and venues are set out in Tutorial Letter 302/2011.
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Tutorials 

 

The University offers a tutor service as an additional academic support at specific learning centres. 
Subject-related tutoring is available (at a basic fee) in ECS1501 to develop and enhance the learning 
experience and academic performance of its learners. For further information, consult the brochure: 
My studies @ Unisa. 

 

 

STUDY MATERIAL 

 

Inventory letter 
 

At the time of registration, you will receive an inventory letter that will tell you what you have received 
in your study package and also show items that are still outstanding. Also see the booklet entitled My 
studies @ Unisa. 

 .   
 
Check the study material that you have received against the inventory letter. You should have received 
all the items listed in the inventory, unless there is a statement such as “out of stock” or “not available”. 
If any item is missing, follow the instructions on the back of the inventory letter without delay. 
 
PLEASE NOTE:  Your lecturers cannot help you with missing study material. Please contact the Unisa 
Contact Centre at 0861 670 411 (RSA only), or +27 11 670 9000 (international calls). 
  
Study material 
 

The Department of Despatch should supply you with the following tutorial matter for this module: 

•  A study guide  
•  CD-ROM (Economics Knowledge Granule) 
•  DVD – (Recording of the entire syllabus for ECS1501) 
•  Tutorial Letters 101 and 301 at registration and others later 
 

Note: Some of this tutorial matter may not necessarily be available when you register.  

 

Apart from Tutorial Letters 101 and 301, you will also receive other tutorial letters during the semester. 
For this module, you will receive the following tutorial letters from the Department of Despatch: 
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Tutorial Letter 102 − Glossary. 

Tutorial Letter 103 − CD-ROM information. 

Tutorial Letter 104 − Information on how to access study material on myUnisa 

Tutorial Letter 105 - A previous year's examination paper with solutions.  

Tutorial Letter 201 − Answers to assignment 01. 

Tutorial Letter 202 − Answers to assignment 02. 

Tutorial Letter 203 - Answers to assignments 03 and 04. 

 
These tutorial letters will not necessarily be available at the time of registration. Tutorial letters will be 
despatched to you as soon as they are available or needed (for instance, for feedback on 
assignments). 
 
If you have access to the internet, you can view the study guide and tutorial letters for the module for 
which you are registered on the University’s online campus, myUnisa, at http://my.unisa.ac.za. 
 
Prescribed textbook 
 

The information regarding the prescribed textbook is as follows: 
 

Philip Mohr, Louis Fourie and associates. 2004. Economics for South African students. 
Third edition. Pretoria: Van Schaik. 
 

OR 
 

Philip Mohr, Louis Fourie and associates. 2008. Economics for South African students. 
Fourth edition. Pretoria: Van Schaik. 
 
Chapters 1, 2, 3, 7, 8, 9, 10, 11, 12, 13 (as set out in the study guide) and 14 are 
prescribed for this module. 
 
Chapters 3, 4, 15, 16, 17, 18, 19, 20, 21, 22 and 23 are prescribed for ECS1601. 

 

This book can be obtained from the official booksellers. Please consult the list of official booksellers 
and their addresses in the booklet entitled My studies @ Unisa (which you received with your tutorial 
matter). If you have any difficulties obtaining books from these bookshops, please contact the 
Prescribed Book section at telephone 012 429 4152 or e-mail vospresc@unisa.ac.za. 
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Resources 

On the myUnisa site, I use the resources listed below to ensure effective communication and timely 
receipt of information that will assist you to keep to your study programme and create an environment 
for effective learning. The resources that I use under the ECS1501 orange bar are: 

•  Announcements 

 Here I communicate general information regarding the module such as a change in the 
assignment due date, release of assignment and examination results, release of tutorial 
letters, study guidelines and discussion class dates. 

•  Discussion forum 

Once a week I read the discussion that takes place between students and comment on the 
academic content. I am normally present at the discussion forum on a Friday morning. 

•  Official study material 

This resource is extremely helpful and you should visit this link quite often to ensure the 
smooth flow of your studies. I publish the following documents under this link: 

o All the tutorial letters 

o The complete study guide 

o Previous years’ examination papers 

•  Additional resources 

These resources are also very helpful and you should also visit this link regularly. I publish 
the following documents under this link: 

o The study guide, in smaller chunks, since some of you may experience problems 
when downloading the entire study guide under the official study material link as it is 
quite large. 

o The PowerPoint slides which the lecturers will use in their discussion classes. 

o The first three chapters of the prescribed textbook, which you have to study to 
complete assignment 01, which is a compulsory assignment, to gain entrance to the 
examination. 

•  Prescribed books 

All the information regarding the required prescribed textbook for ECS1501 is listed under 
this link. 

•  FAQs 

This resource deals with the frequently asked questions of students and provides answers.  
You will find information on how to approach the module, how to print my exam timetable 
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and what to do when I have not received any study material and a lot more under this 
resource. I suggest that you visit this resource before sending an e-mail to the module 
contact address. 

 

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 the module team. The names of 
examiners will also be indicated on examination papers. 

 

Please note that applications for, and the administration of, re-marks of examination scripts are 
handled solely by the Examinations Department and not by academic departments. 

 

 

HOW THE ASSIGNMENT SYSTEM WORKS 

  

Assignments are seen as part of the learning material for this module. As you do the 
assignment, study the reading texts, consult other resources, discuss the work with fellow 
students or tutors or do research, you are actively engaged in learning. Looking at the 
assessment criteria given for each assignment will help you to understand more clearly what is 
required of you. 
 

For students attending tutorial sessions, tutors may also set additional tasks and give feedback in 
class. 
 

General remarks 
  

PLEASE NOTE: Enquiries about assignments (e.g. whether or not the University has 
received your assignment or the date on which an assignment was returned to you) must be 
addressed to the Unisa Contact Centre at 0861 670 411 (RSA only), or +27 11 670 9000 
(international calls). You might also find information on myUnisa. To go to the myUnisa 
website, start at the main Unisa website, http://www.unisa.ac.za, and then click on the "login to 
myUnisa" link under the myUnisa heading on the screen. This should take you to the myUnisa 
website. You can also go there direct by typing in http://my.unisa.ac.za.  
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 Assignments should be addressed to: 
 The Registrar 
 PO Box 392 
 UNISA 
 0003 
 
You may submit your assignments which you complete on mark-reading sheets either by post or 
electronically via myUnisa. Please keep a copy of your completed assignments, especially 
assignments 01 and/or 02 which are compulsory for examination admission. In the event that 
the assignment is lost before it can be assessed, you will have the necessary proof. For detailed 
information and requirements as far as assignments are concerned, see the brochure My studies @ 
Unisa, which you received with your study material 

 

To submit an assignment via myUnisa: 

● Go to myUnisa. 

● Log in with your student number and password. 

● Select the module from the orange bar. 

● Click on assignments in the left menu. 

● Click on the assignment number you want to submit. 

● Follow the instructions. 

 

If you experience any problems when submitting your assignment electronically or problems regarding 
cancellation, resubmitting, ect. please contact the myUnisa helpdesk at myUnisahelp@unisa.ac.za or 
the Contact Centre.  

 

Unfortunately, it is not possible for the University or any ECS1501 lecturer to receive and 
process assignments that are transmitted by means of fax or e-mail. No assignments submitted 
by fax or e-mail will be marked. 

 

ASSIGNMENT BOXES: Note that the date of receipt appearing on the system (myUnisa) may differ 
from the date you deposited your assignment at a Unisa assignment box (eg Pretoria, Johannesburg, 
Nelspruit, etc). The date when your assignment eventually reached the Unisa main campus will 
appear on the system. The assignment boxes are emptied regularly and the date on which it is 
received in the box will be stamped on the assignment envelope. So if your assignment is submitted 
at any Unisa box before/on the closing date it will still be marked and contribute to your semester 
mark   even if the actual capturing date on the system is after the closing date. 
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Extensions for the submission of assignments 

NO EXTENSIONS for submission of assignments will be considered. The Economics Department 
has more than 19 000 ECS1501 students and all the assignments are marked at the same time by the 
computer. 

 

Late registration, late receipt of study material (note that all study material is available on myUnisa), 
illness or operations, pressure of work, accidents, disasters, labour strikes by personnel of the Post 
Office or any other unforeseen occurrence are NOT valid reasons for extension. 

 

All the submission dates are included in this tutorial letter. You should be able to arrange your study 
programme in such a way that you can submit as many of the assignments as possible by the due 
dates. 
 
Commentaries and feedback on assignments 

 
 

If you have not received your assignment results within three weeks of the closing date, please 
call the Unisa Contact Centre at 0861 670 411 (local students) or  

+27 11 670 9000 (international students) or  

e-mail addresses: study-info@unisa.ac.za or assign@unisa.ac.za. 

 

Assignment results will also be available on myUnisa three weeks after the closing date. 

The solutions and explanations regarding Assignment 01 will be posted to you in Tutorial Letter 201 
and that of Assignment 02 in Tutorial Letter 202 after the closing date of each assignment. The 
solutions to Assignments 03 and 04 are included in Tutorial Letter 203 after the closing date of 
Assignment 04. Please work through these solutions. The tutorial letters will also be available on 
myUnisa under the official study material link after the closing dates for Assignments 01, 02 and 04 
respectively. 

 

You will receive the following computer printout mark-sheet from the Assignment Section indicating 
your result for a specific assignment. 

 

The L ANS indicates the lecturer's correct alternatives.   

The S ANS indicates the student's alternatives. 
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Where the student's alternatives are the same as the lecturer's alternatives, a 1 will appear in the 
MARK row. 

 

In this example, the student's marks add up to 12; 12/20 x 100/1 = 60%. 

 

 

SIBANDA K MISS (4458-695-1)  THESE ARE YOUR RESULTS FOR: 

843 MOLOTO STR                STUDY UNIT: ECS1501 

CENTRAL WESTERN JABAVU  ASSIGNMENT NR: 01 

1809                 UNIQUE NUMBER: 103526 

 

 

QUESTION 001  002 003 004  005  006  007  008  009  010  011  012  013  014  015  016  017  018  019  020 

L ANS                   4      2     3     2      3      3       3       3    1      3       3     4       3      2      4      3      2      1      4      3  

S ANS                   4      2     2    1       3      4      3       3     1     3       3      1       3      3      5      3      2      2      4      2 

MARK                   1      1                    1               1       1     1     1       1              1                      1      1              1 

 

TOTAL SCORE:   12  =    60%  

 

 

As soon as you have received the commentaries, please check your answers. The assignments and 
the commentaries on these assignments constitute an important part of your learning and should help 
you to be better prepared for the next assignment and the examination. 
 
Additional work set by tutors will be discussed in class. 
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STUDYING ECONOMICS 1A 

 

To study this module, you will need the following material: 

 

● A study guide 

● Tutorial Letter 101 

● Your prescribed textbook 

● Other tutorial letters that you will receive during the semester 

•  DVD 

 

You should start by reading Tutorial Letter 101 (the one you are busy reading now). It deals with the 
general arrangements relating to this module such as the prescribed textbook, the assessment system 
and the assignments.  

 

As a general guideline, you should spend a minimum of 120 (notional) hours studying this module. 
This includes the time you work through your textbook and study guide, as well as the time you spend 
doing assignments and preparing for the examination (it does not include the time used for attending 
voluntary contact sessions). Some study units in the study guide may require more time and some 
less, depending on the complexity of the prescribed material. It would be to your advantage to follow 
the study programme in this tutorial letter. Please note that the 120 hours allocated to this module do 
not include any additional work you may have to do to improve certain skills. Students may have 
different abilities and skills. Those with specific learning problems and/or lacking certain skills (eg 
language skills) will obviously have to devote more time to this module. For the purposes of this 
module, we accept that you can draw and interpret simple graphs, add, subtract, multiply and divide 
and that you can read and write well enough to express yourself clearly in the language(s) in which the 
module is presented. If this is not the case, you will have to put in some extra time to improve these 
skills. 

 

The study guide is the most important learning aid at your disposal. Consult your study guide before 
you start working through the textbook as your study guide is meant to support your textbook. It will tell 
you which chapters and subsections of the textbook are prescribed for examination purposes. 
Guidelines for studying the prescribed work are also clearly explained. The study guide will lead you 
gradually through your textbook. If you work through the study guide thoroughly and complete all the 
activities in it correctly, you should be able to do the assignments and pass the examination. 
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How to use the study guide  

The following steps (or learning strategy) are suggested: 

■ Start with a study unit in the study guide and mark the indicated prescribed sections in your 
textbook clearly. 

■ Read the outcomes stated in the introduction Economics in action. 
■ Read and/or study the introductory remarks and explanations in the study guide on the 

prescribed section. 
■ Now study the prescribed section in the textbook.  
■ Do the activities at the end of each section. Compare your answers to those provided at the end 

of the study unit. Repeat the activity if necessary until you understand the work. 
■ Complete the check list. The correct use of the check list is to start with your study guide. Work 

through a study unit in the study guide, say study unit 1 and do all the activities. Then go to the 
check list for study unit 1 to determine your level of preparedness. Once done with the first study 
unit, carry on to the second study unit in the study guide. Work through it, do all the activities and 
return to the check list for study unit 2. Work through all the study units. Repeat the activities 
where necessary or contact your lecturer(s) if you need help. 

■ Once you have studied a section, return to the study guide and repeat the process by 
progressing to the next prescribed section. Follow this procedure until you reach the section on 
Economics in action (looking back). 

■ Watch the study unit on the DVD. 
■ Repeat the procedure for the other study units. 
■ Work through the self-evaluation assignment (and solutions) at the back of the study guide. 
 

Your textbook is very important. It is the main resource for this module. You must use it in co-operation 
with the study guide. Without a textbook, it is not possible to succeed. 

 

Four assignments per semester are included in this tutorial letter. Although examination admission is 
obtained by submitting at least one of the two compulsory assignments, you can obtain a good 
semester mark through the assignments. We strongly advise you to submit all four assignments. From 
past experience, we know that a strong correlation exists between the number of assignments passed 
and the final mark. 

 

According to the May 2009 examination results, the pass rate of students varied with the number of 
assignments submitted. 

 

Assignments 

Submitted 

1 2 3 4 

Pass rate out of 
17 900 students 

1,84% 8,74% 3,80% 85,58,% 

 



 17 ECS1501/101 

HOW THE EXAMINATION SYSTEM WORKS 
 

For general information and requirements as far as examinations are concerned, see the brochure My 
studies @ Unisa which you received with your study material. 
 

An integrated assessment system is used for this module. This means that your final mark is based 
not only on your examination mark, but also on your performance during the semester.  

 

Assignments do not only provide you with an opportunity to evaluate your understanding of the 
prescribed material (or to give you feedback on your readiness for the examination) but also contribute 
to your semester mark.  

 

Your final mark will be calculated as follows: 

Semester mark (out of 100) x 10% + Examination mark (out of 100) x 90% 

In order to pass this module a final mark of 50% is required. 

 

Semester mark 

 

Your semester mark is based on your assignment marks. The four assignments that you submit during 
the semester will contribute towards your semester mark. Different weights are allocated to the 
assignments. The first and second assignments contribute 20% each, while the third and the fourth 
each contribute 30% to your semester mark. If an assignment is not submitted or submitted late (for 
whatever reason), zero marks are awarded for such assignment, for example: 
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Assignment Marks Achieved 

 

Percentage 

% 

x Weight  

 

01 

15
35  

 

42,9 

 

x 0,2 

 

8,6% 

 

02 

10
20  

 

50 

 

x 0,2 

 

10,0% 

 

03 

 

not submitted or  

submitted after the 
due date  

 

0 

 

x 0,3 

 

0 

 

04 

18
20  

 

90 

 

x 0,3 

 

27,0% 

Semester mark 45,6% 

 

The examination mark 

The percentage achieved in the examination is used in the calculation of your final mark. 

 

Final mark 

The final mark is calculated as follows: 

 

Semester mark (out of 100) x 10% + Examination mark (out of 100) x 90% 

For example: 

Suppose your semester mark is 45,6% and you get 60% in the examination. Your final mark will be 

   (45,6 x 10%) + (60 x 90%) 

= (45,6 x 0,1) + (60 x 0,9) 

= 4,56 + 54 

= 58,6% 
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☛ If your final mark (as calculated by the method above) is 50%, you pass ECS1501. 

☛ If your final mark (as calculated in the method above) is less than 50%, but between 40% and 

49%, you do not pass ECS1501 but qualify for a supplementary examination. 

☛ If your final mark (as calculated in the method above) is less than 40%, you fail ECS1501 and 

you have to reregister for the module. 

 

Examination admission 
 

For students to fully benefit from our formative tuition and assessment, the management of the 
University decided to introduce compulsory assignments in all modules. 

 
 

You are therefore required to submit a compulsory assignment to obtain admission to the 
examination. For this module, you can submit either Assignment 01 or Assignment 02 
before the due date for examination admission purposes. 

 
Please ensure that your compulsory assignment reaches the University before the due date ─ late 
submission will result in your not being admitted to the examination. 

 

Although examination admission can be obtained by submitting either Assignment 01 or Assignment 
02, we strongly advise you to do all four assignments in time as they contribute towards your final 
mark. Experience has shown that a strong correlation exists between the number of assignments 
submitted (and passed) and the final mark. 

 

Transferring of examination 
 

If any student applies to transfer his/her ECS1501 examination (for any valid reason) to the following 
examination period, the student must take note that the transferring is subject to examination 
admission in the initial registration period. In other words, if the student is registered in the first 
semester (and is supposed to write the examination in May 2011) and he/she wants to transfer his/her 
examination to the October examination, he/she must still submit the compulsory assignments of the 
first semester during the first semester (before the May examination) to earn a semester mark for 
examination admission. All the other assignments which will contribute to his/her semester mark must 
be submitted as well. No assignments may be submitted during the following semester. 
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If an examination is transferred to the following examination period, it is deemed to be the student's 
second and final examination opportunity for that academic period. 

 

Note that students who qualified for a supplementary examination are not allowed to transfer their 
examination to the following examination period. 

 

An examination may only be deferred once per academic year. Should you not write the deferred 
examination (for whatever reason), or obtain a fail mark in the deferred examination you will have no 
alternative but to re-register for this module. 

 

Contact Examinations if you want to transfer your examination to the following examination period.     

 

THE FORMAT OF THE EXAMINATION PAPER 
 

 

You will receive a multiple-choice examination paper plus a mark-reading 
sheet. This implies that you must complete the entire paper on the mark-
reading sheet. The examination paper plus the mark-reading sheet are handed 
to the invigilator. 

 

IMPORTANT: You need to complete and submit at least Assignment 01 and/or 02 in time to get 
admission to the examination.  

 

The use of nonprogrammable calculators is permissible. 

 

The two-hour examination paper will consist of 70 multiple-choice questions which must all be 
answered on the mark-reading sheet which will be provided. There is only ONE correct alternative per 
question. To safeguard yourself against the slim possibility of a lost mark-reading sheet, you must 
write your choices in the space that will be provided on the examination paper. Each question will be 
worth 1,4 mark so that the total of the examination paper adds up to 100 marks. Note that we do not 
mark negatively ― each correct answer earns 1,4 mark. 
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Important! ALL the chapters of the prescribed textbook will be tested by means of 
multiple-choice questions in the May and October 2011 examinations.   

 

The chapters that you have to study from the prescribed textbook are chapters 1, 2, 
3, 7, 8, 9, 10, 11, 12 and 14 of the prescribed textbook. Also study unit 10 of the study 
guide. 

 

The instructions for the examination paper will be as follows: 

Time:  2 hours 

Total marks: 100 

 

PASS REQUIREMENT:  A final mark of 50% (semester mark plus examination mark) is required as 
explained in this tutorial letter. 

TAKE NOTE: You have to pass ECS1501 before you may register for ECS1601. 

 

Work through the questions in the study guide because they are taken from old 
examination papers and assignments. 

 

A number of students have asked for old examination papers to prepare for the 
examination. Experience has learnt that most students only concentrated on and 
studied old examination papers without working consistently during the semester 
by completing the assignments in this tutorial letter and answering the more than 
800 questions in the study guide. 

 

It is not acceptable that students start preparing a few days before the examination 
by working through old examination papers and therefore NO further examination 
papers of previous years are available. 

 

Start as soon as possible and follow the study programme in this tutorial letter to 
ensure successful studies! 
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We hope that you will enjoy this module and we wish you success with your studies. 
 
 
Kind regards 
 
 
 
TC van der Vyver 
Module Leader:  ECS1501  
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PROPOSED STUDY PROGRAMME 
First semester 

 

To help you to work on this module regularly and systematically, we provide a proposed study 
programme below and also four assignments. Try to adhere to this study programme as far as 
possible.  

WEEK WEEK 
COMMENCING ACTIVITY 

1 31 Jan Study chapter 1 (study unit 1) and do the activities at the end of each section. Work on 
assignment 01. 

2 7 Feb Study chapter 2 (study unit 2) and do the activities at the end of each section. Work on 
assignment 01. 

3 14 Feb Study chapter 3 (study unit 3) and do the activities at the end of each section. Work on 
Assignment 01. 

4 21 Feb Study chapter 7 (study unit 4) and do the activities at the end of each section. Work on 
Assignment 02. 

5 28 Feb Study chapter 8 (study unit 5) and do the activities at the end of each section. Work on 
Assignment 02.  

 1 March Closing date: Assignment 01. The assignment must reach Unisa before this date. 

6 7 March Study chapter 9 (study unit 6) and do the activities at the end of each section. Work on 
Assignment 03.  

7 14 March Study chapter 10 (study unit 7) and do the activities at the end of each section. Work on 
Assignment 03. 

8 21 March Study chapter 11 (study unit 8) and do the activities at the end of each section. Work on 
Assignment 03.  

 25 March Closing date: Assignment 02. The assignment must reach Unisa before this date.

9 28 March Study chapter 12 (study unit 9) and do the activities at the end of each section. Work on 
Assignment 04. 

 Apr Attend the voluntary discussion classes which lecturers conduct. 

10 4 Apr Study unit 10 of the Study Guide and chapter 14 (study unit 11). Do the activities at the end 
of each section. Work on Assignment 04. 

11 11 Apr Revise study units 1, 2, 3 and 4. 

 15 Apr 
Closing date: Assignments 03 and 04. These assignments must reach Unisa 
on/before 15 April.  

12 18 Apr Revise study units 5, 6, 7 and 8. 

13 25 Apr Revise study units 9, 10 and 11. 

14 2 May Work through the self-evaluation exercise at the back of your Study Guide as well as the 
examination paper and solutions provided in Tutorial Letter 105. 
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ASSIGNMENTS: CLOSING DATES 
 

 
FIRST SEMESTER 

 
There are four multiple-choice assignments for the first semester. The students who are going to write 
the examination in May 2011 must complete these assignments. All four assignments are included in 
this tutorial letter. Please ensure that you use the correct unique number. The assignment information 
for ECS1501 is as follows: 
 
 

Assignment 
Number 

Unique  
Number 

Closing Date  
2011 

Content of 
Assignment 

01 802469 1 March  Study units1, 2 and 3

02 724402 25 March Study units 4 and 5

03 268715 15 April Study units 6, 7 and 8

04 334460 15 April Study units 9, 10 and 11

 
 
The solutions and explanations regarding Assignment 01 will be posted to you in Tutorial Letter 201 
and those of Assignment 02 will be posted to you in Tutorial Letter 202 after the closing date for 
Assignments 01 and 02 respectively. The solutions for Assignments 03 and 04 will be posted to you 
after the closing date for Assignment 04 (Tutorial Letter 203). Please work through these solutions. 
 
 
NOTE: Students registered for the first semester will not receive any answers for the four 

assignments set for the second semester! 
 
 
The proposed study programme, closing dates for assignments and the four assignments for 
the second semester follow after the first semester assignments in this tutorial letter 
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ASSIGNMENTS: FIRST SEMESTER 
 

 
The multiple-choice questions in Assignments 01-04 will be marked electronically in accordance with 
mark-reading 'masters" 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. 
 

ASSIGNMENT 01 
UNIQUE NUMBER: 802469 
Closing date:                  1 March 2011 
 
Contents:                        Study units 1, 2 and 3 of the study guide 
Questions:                      35 Questions 
Weight:                           20% of the semester mark 
To submit                       Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  1 MARCH 2011 
 
Questions 1.1 to 1.15 do not have a correct or incorrect alternative. They are included in the first 
assignment to give the lecturers an idea of their students' profile. Please complete the 15 general 
questions. They will not contribute to your semester mark. 
 
 
1.1 Which ONE of the following is applicable to you? 
 

[1] This is my first registration for ECS1501. 
[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. 

 
1.2 In my matric results* 
 

[1] I passed Mathematics (higher grade) or equivalent with a C-symbol or higher. 
[2] I passed Mathematics (higher grade) or equivalent with a D-symbol or lower. 
[3] I passed Mathematics (standard grade) or equivalent with a C-symbol or higher. 
[4] I passed Mathematics (standard grade) or equivalent with a D-symbol or lower. 
[5] I did not take Mathematics for matric. 

 
1.3 In my matric results* 

 
[1] I passed English (higher grade) or equivalent with a C-symbol or higher. 
[2] I passed English (higher grade) or equivalent with a D-symbol or lower. 
[3] I passed English (standard grade) or equivalent with a C-symbol or higher. 
[4] I passed English (standard grade) or equivalent with a D-symbol or lower. 
[5] I did not take English for matric. 
 

*Students who do not have a South African matric should choose the options they think are most 
relevant to them. 
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1.4 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, and the work that I do is not related to my degree at 

all. 
[5] I work full-time and study after hours, and the work that I do is related to my degree. 

 
1.5 How long after you registered did you receive your study material? 
 

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

 
1.6 How long after you registered did you buy and/or receive your prescribed textbook? 
 

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

 
1.7 Where/how do you plan to submit this assignment? 
 

[1] Through MyUnisa (internet) 
[2] At one of the Unisa postboxes 
[3] I will make use of the postal service 
[4] I will make use of a private courier service 

 
1.8 Regarding service delivery by the Economics Department: 
 

[1] I have never tried to contact the Economics Department. 
[2] I have contacted the department telephonically but they were not helpful. 
[3] I have tried to contact the department telephonically but was not successful. 
[4] I have tried to contact the department by e-mail but never received a reply. 
[5] I have contacted the department and was satisfied with the service. 
 

1.9 The section(s) of the study guide that I had to study to complete Assignment 01 
 

[1] helped me to work through the textbook systematically. 
[2] did not help me to understand the study material in the textbook better. 
[3] Was (were) totally irrelevant to the assignment questions. 
[4] I did not use the study guide at all although I have one. 
[5] I have not received a study guide. 
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1.10 Indicate the value being added by the glossary (TL102) during your completion of this 
assignment. 
 
[1] Very helpful 
[2] Fairly helpful 
[3] Have not used it yet 
[4] Plan to use it 
[5] Did not add any value 
 

1.11 Do you plan to attend the group discussion classes for ECS1501? 
 
[1] Yes. 
[2] No, I can cope on my own. 
[3]  No, I have to work. 
[4] No, they are too far from where I live. 
[5] No, for any other reason. 
 

1.12. The contact details of students in your area willing to take part in study groups are available by 
contacting the following e-mail address: condiscipuli@unisa.ac.za. Which ONE of the following 
describes your situation best? 
 
[1] I take part in a study group. 
[2] I took part in a study group but did not find it worthwhile. 
[3] I do not take part in a study group but would like to. 
[4] I am not interested in taking part in a study group. 

 
1.13 If video conference discussion classes were held at the learning centre closest to you, which 

ONE of the following would be most applicable to you? 
 
[1] I would like to attend such classes after working hours. 
[2] I would like to attend such classes during working hours. 
[3] I will not attend because the learning centre is too far from where I live. 
[4] I will not attend because I can cope on my own. 
[5] I will not attend because I attend some other classes. 

 
1.14 Which ONE of the following describes your situation best? 

 
[1] I worked through all the prescribed study material before attempting this assignment. 
[2] I quickly 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 just chose my answers randomly. 

 
1.15 Which ONE of the following applies to you? 

 
[1]  I have access to the internet. 
[2] I have access to e-mail. 
[3] I have access to both the internet and e-mail. 
[4] I do not have access to either the internet or e-mail. 
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1.16 Which one of the following statements is correct? 
 

[1] Scarcity and choice are unrelated concepts. 
[2] Opportunity cost is the explicit monetary cost to produce goods and services. 
[3] People in rich nations are not subject to the principle of opportunity cost. 
[4] Resources are limited and therefore we have to make choices all the time. 

 
1.17 Scarcity requires people to 
 

[1] cooperate. 
[2] compete. 
[3] trade. 
[4] make choices. 

 
1.18 In broad terms, the difference between microeconomics and macroeconomics is that 
 

[1] they use different sets of tools and ideas. 
[2] microeconomics studies decisions of individual people and firms and macroeconomics 

studies the entire national economy. 
[3] macroeconomics studies the effects of government regulation and taxes on the price of 

individual goods and services whereas microeconomics does not. 
[4] microeconomics studies the effects of government taxes. 

 
1.19 Which one of the following is an example of a capital good?  
 

[1] Money 
[2] Furniture 
[3] The N4 highway connecting Johannesburg and Nelspruit 
[4] A pair of scissors used at home to cut paper 

 
1.20 When considering the following economic variables, we can say that 
 

[1] capital, wealth and natural resources are stock variables, whereas investment, profit and 
loss are flows. 

[2] capital, wealth and income are stock variables, whereas investment and profit are flows. 
[3] investment, income and profit are stock variables, whereas capital, wealth and natural 

resources are flows. 
[4] saving is a stock variable, but investment is a flow. 

 
1.21 Which of the following statements is correct? 
 

[1] The two major types of market in a simple circular flow of income and expenditure are 
goods markets and services markets. 

[2] In a simple circular flow of economic activity, goods and services flow via the goods 
markets from households to firms. 

[3] In a simple circular flow of economic activity, factors of production flow via factor markets 
from households to firms. 

[4] Firms are the providers of factor of production in a simple circular flow. 
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1.22 In terms of the circular flow diagram, households make expenditures in the _____ market and 
receive income through the _____ market. 

 
[1] goods; financial 
[2] factor; goods 
[3] capital; goods 
[4] goods; factor 

 
1.23 Which one of the following statements is correct? 
 

[1] Flour used in a bakery is an example of a final good. 
[2] Consumer goods are goods that are consumed by consumers to satisfy wants. 
[3] Private goods are goods that are consumed by small communities. 
[4] A loaf of bread used by a mother to make sandwiches is an intermediate good. 

 
1.24 Which one of the following statements concerning factors of production is correct? 
 

[1] Profit is the income from labour while interest is the income from capital. 
[2] Money is an important factor of production. 
[3] The four factors of production are natural resources, labour, capital and entrepreneurship. 
[4] Wages and salaries, interest, profit and dividends are the incomes from the four factors of 

production. 
 
1.25. When a textile company uses a computer to keep track of its inventory and its competitor uses a 

spreadsheet and pencil, they are both answering the ____ question of three central economic 
questions. 

 
[1] “how” 
[2] “what” 
[3] “for whom” 
[4] “where” 

 
1.26 On a Saturday afternoon, you rank your choices of activities in the following order: go to the 

library, work out at the gym, have tea with friends, and watch television. Suppose you decide to 
go to the library. Your opportunity cost is 
 
[1] working out at the gym. 
[2] working out at the gym, having tea with friends, and watching television. 
[3] zero because you do not have to pay money to use the library. 
[4] not clear because not enough information is given. 

 
1.27 During the next hour, Nicky can play rugby, watch television, or read a book. The opportunity 

cost of reading a book 
 

[1] is how much the book cost when it was purchased. 
[2] is the value of playing rugby if Nicky prefers that to watching television. 
[3] is the value of playing rugby and the value of watching television. 
[4] equals how much Nicky enjoys the book. 
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1.28 Positive and normative statements differ in that 
 

[1] positive statements can be tested, whereas normative statements cannot. 
[2] normative statements can be tested, whereas positive statements cannot. 
[3] normative statements depict “what is” and positive statements depict “what ought to be.”  
[4] positive statements can be graphed, whereas normative statements cannot. 

 
1.29 A production possibilities curve does not illustrate 
 

[1] the limits imposed on production by our limited resources and technology. 
[2] the exchange of one good or service for another. 
[3] opportunity cost. 
[4] attainable and unattainable points. 
 

Question 1.30 is based on the following production possibilities curve: 
 

 
 
1.30 Which one of the following statements is correct? 
 

[1] A movement from curve AA to curve BB represents a decline in the economy. 
[2] A movement from curve BB to curve AA shows technological improvement in the 

production of both goods. 
[3] Given the available resources, combination L is unattainable. 
[4] Points H, D, K and C represent efficient combinations of bread and meat. 
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Questions 1.31, 1.32 and 1.33 are based on the following production possibilities: 
 
 
 
 
 
 
 
 
 
 
 
1.31 The table above lists six points on the production possibilities frontier for grain and cars. Given 

this information, which of the following combinations is unattainable? 
 

[1] 6 tons of grain and 18 cars 
[2] 4 tons of grain and 26 cars 
[3] 2 tons of grain and 27 cars 
[4] 7 tons of grain and 10 cars 

 
1.32 The table above lists six points on the production possibilities frontier for grain and cars. From 

this information you can conclude that production is inefficient if this economy produces 
 

[1] 6 tons of grain and 18 cars 
[2] 4 tons of grain and 26 cars 
[3] 2 tons of grain and 27 cars 
[4] 8 tons of grain and 10 cars 

 
1.33 The table above lists six points on the production possibilities frontier for grain and cars. What is 

the opportunity cost of producing the fifth ton of grain? 
 

[1] 18 cars 
[2] 6 cars 
[3] 3 cars 
[4] 2 cars 

 
Question 1.34 is based on the following production possibilities curve: 
 

 

Point Production of Grain 
(tons) 

Production of Cars 
(cars) 

A 0 30 
B 2 28 
C 4 24 
D 6 18 
E 8 10 
F 10 0 
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1.34 According to the figure above, the opportunity cost of producing another computer is 
 

[1] higher at A. 
[2] higher at B. 
[3] the same at every point along the frontier. 
[4] different at most points along the frontier but equal at points A and B because they are 

equally distant from the axes. 
 
Question 1.35 is based on the following production possibilities curve: 
 

 
 
1.35 The opportunity cost of moving from point a to point b in the above figure is  
 

[1] zero 
[2] 1,5 pairs of socks per sweater 
[3] 3 pairs of socks 
[4] 2 sweaters 
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ASSIGNMENT 02 

UNIQUE NUMBER: 724402 
Closing date                   25 March 2011 
Contents:                        Study units 4 and 5  of the study guide 
Questions:                      20 Questions 
Weight:                           20% of the semester mark 
To submit                       Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  25 MARCH 2011 
 
 
2.1 Determinants of the market demand for good X do not include: 
 

[1] The state of technology to produce good X. 
[2] Consumers' tastes for good X. 
[3] The price of good Y, a substitute for good. 
[4] Income of the consumer. 
[5] The size of the population. 
 

2.2 The supply curve shows 
 

[1] The same basic information as the demand curve. 
[2] Who will have an opportunity to produce or purchase an item. 
[3] The quantity produced as a function of the price. 
[4] What quantities have been sold over the past few weeks or months? 
[5] All of the above. 

 
2.3 A movement along the demand curve for i-pods is caused by 
 

[1] a change in the consumers’ preferences and tastes. 
[2] a decrease in the price of i-pods. 
[3] a decrease in the population using i-pods. 
[4] an increase in the consumer’s income. 
[5] the state of technology to produce i-pods.  

 
2.4 When a demand schedule is drawn as a graph 
 

[1] price is measured on the vertical axis. 
[2] quantity is measured on the horizontal axis. 
[3] the resulting curve has a negative slope. 
[4] it indicates the quantities of a good that potential buyers are able and willing to buy.  
[5] all of the above. 

 
2.5 Markets 
 

[1] convey information about scarcity. 
[2] provide information on what sellers will sell. 
[3] provide information on what buyers want to buy. 
[4] allow prices to be determined by the interaction between buyers and sellers. 
[5] all of the above. 
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2.6 When an economist describes a good as inferior, from his/her perspective 
 

[1] it is a good that is sloppily made and likely to fall apart when first used. 
[2] medical care is a good example of an inferior good. 
[3] it is a good for which a higher-quality substitute exists. 
[4] he/she means that one will reduce the consumption of a normal good but switch to another 

normal good because one’s income rises. 
[5] he/she is being entirely snobbish. 
 

2.7 Suppose that petrol and petrol-guzzling SUVs (Hummer, Prado, Landrover, Jeep....;) are 
complementary goods in consumption, and the price of petrol triples. 

 
 How will this affect the demand curve for petrol and the demand curve for SUVs? 
 

[1] Only the demand curve for SUVs will shift to the left, while the quantity of petrol demanded 
will change. 

[2] The demand curve for both petrol and SUVs will shift to the left. 
[3] Only the demand curve for SUVs will shift to the right. 
[4] The demand curve for both petrol and SUVs will shift to the right. 
[5] None of the above. 
 

Use the following graph to answer questions 2.8 to 2.11 
 

The market demand for medium-size pizzas 
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2.8 On the graph above, the initial equilibrium price and quantity are: 
 

[1] P = R40; Q = 75. 
[2] P = R20; Q = 75. 
[3] P = R20; Q = 150. 
[4] P = R30; Q = 100. 
[5] P = R40; Q = 150. 

 
2.9 Which of the following would cause the demand for pizzas to shift to the right among Unisa 

students? 
 

[1] An increase in the financial aid to Unisa students. 
[2] A drop in the number of students registering at Unisa. 
[3] A decrease in the price of a substitute hamburger. 
[4] An increase in the price of beer, a complement in consumption. 
[5] half-price pizza for anybody with a Unisa student card. 

 
2.10 After an increase in demand, the new equilibrium price and quantity are: 
 

[1] P = R30; Q = 100 
[2] P = R20; Q = 75 
[3] P = R20; Q = 150 
[4] P = R40; Q = 75 
[5] P = R40; Q = 150 

 
2.11 The increase in demand would cause the supply curve to 
 

[1] increase (shift to the right). 
[2] decrease (shift to the left). 
[3] first increase, then decrease over time. 
[4] either rise or fall, depending on the magnitude of change in demand. 
[5] neither rise nor fall, although quantity supplied would increase. 

 
2.12 Which of the following situations best illustrates the concept of consumer surplus? 
 

[1] A South African tourist who expected to be charged at least R24,99 for a hamburger, but 
was only charged R19,99. 

[2] The market reaches a condition where the demand for a product is greater than the 
producers’ ability to supply it. 

[3] A manufacturer reduces the price of an item from R2,50 to R2,00 in the hope of being able 
to sell more of that item. 

[4] Statistics show that house prices rose by 5% last year. 
[5] A consumer who was not willing to buy a car for R99 999, but was prepared to buy it for 

R89 999. 
 
2.13. Which of the following would shift the demand for new textbooks at Unisa to the right? 
 

[1] A fall in the price of new textbooks. 
[2] A fall in the price of paper used in publishing texts. 
[3] An increase in the number of students registering at Unisa. 
[4] A fall in the price of equivalent used textbooks. 
[5] All the statements are correct 
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2.14 Which of the following results from a price floor? 
 

[1] Equilibrium 
[2] Producer surplus 
[3] Excess demand 
[4] Excess supply 
[5] Consumer surplus 

 
2.15 What happens if price falls below the market clearing price and there is no equilibrium? 
 

[1] Quantity demanded increases, and quantity supplied decreases. 
[2] The supply curve shifts to the left. 
[3] The demand curve shifts to the right. 
[4] The demand curve shifts to the left and the supply curve to the right. 
[5] Quantity demanded decreases and quantity supplied increases and price falls. 

 
2.16 A good way to distinguish shortage from scarcity is that: 
 

[1] shortages result from price controls, but scarcity results from sellers holding back output. 
[2] we can eliminate a shortage by raising the price, but scarcity cannot be eliminated. 
[3] shortage means that we can’t have all we want at a zero price, scarcity means that we 

can’t have all we want at any given price. 
[4] at a high enough price there is no scarcity, but shortages continue to exist even at high 

prices. 
[5] none of the above: scarcity and shortages are the same thing. 
 

Use the graph on the next page to answer questions 2.17 to 2.19 
 
2.17 Which of the following would cause an increase in supply? 
 

[1] Lower labour productivity 
[2] Improved technology 
[3] Higher price 
[4] Increased demand 
[5] Increased prices of substitutes for production. 
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The market for Sony Play Station Games 

 
 
2.18 As a result of the increase in supply, the new equilibrium price and quantity are: 
 

[1] P = R100; Q = 350 
[2] P = R200; Q = 100 
[3] P = R50; Q = 375 
[4] P = R300; Q = 250 
[5] P = R400 Q = 200 

 
2.19 Suppose that the demand for Sony Play Station Games rose even more than the supply had 

increased. The net effect of the two increases would be the following change in equilibrium price 
and quantity: 

 
[1] an increase in the quantity but a slight decrease in price. 
[2] an increase in price but an intermediate effect on quantity. 
[3] an increase in price but a decrease in quantity. 
[4] decreases in both quantity and price. 
[5] increases in both quantity and price. 
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2.20 Petrol prices continue to rise due to unrest in the Middle East and hurricane activities in the Gulf 
of Mexico, at the same time many people, concerned about potential terrorist threats, decide to 
avoid airplane travel. 

 
 Assume that all airplane tickets are identical and that there is only one market for airline tickets. 
 
 What will happen to the equilibrium price of airplane tickets and the equilibrium quantity 

of airplane tickets, given the above information? 
 

[1] The equilibrium quantity of airplane tickets will increase, and the equilibrium price of 
airplane tickets will decrease. 

[2] The equilibrium quantity of airplane tickets will decrease, and the equilibrium price of  
 airplane tickets will increase. 
[3] The equilibrium quantity of airplane tickets will decrease, and the effect of these changes 

on the equilibrium price of airplane tickets is indeterminate. 
[4] The equilibrium price of airplane tickets will increase, and the effect of these changes on 

the equilibrium quantity of airplane tickets is indeterminate. 
[5] This question is far too difficult for a first-year economics student. 
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ASSIGNMENT 03 

UNIQUE NUMBER: 268715 
Closing date                    15 April 2011 
Contents:                        Study units 6, 7 and 8 of the study guide 
Questions:                      20 Questions 
Weight:                            30% of the semester mark 
To submit                       Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  15 APRIL 2011 
 
 
3.1 A price elasticity-of-demand coefficient of 0,9 indicates that 
 

[1] a 1 per cent decrease in price will result in a 9 per cent increase in quantity demanded. 
[2] a 1 per cent increase in price will result in a more than 1 per cent decrease in quantity 

demanded. 
[3] a 1 per cent increase in quantity demanded will result in a 0,9 per cent decrease in price. 
[4] a 1 per cent decrease in price will result in a less than 1 per cent increase in quantity 

demanded. 
 
The figure below illustrates price elasticity of demand at different points along the demand curve. 
Study the figure and answer questions 3.2 and 3.3. 
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3.2 Which of the following statements is/are correct? 
 

a. The slope of the demand curve is greater between points L and J than between points L 
and N. 

b. The slope of the demand curve is constant throughout point J to point N. 
c. The slope of the above demand curve is equal to 10. 
 
[1] Only a and b 
[2] Only c 
[3] Only b and c 
[4] Only b 
[5] Only a 

 
3.3 The price elasticity-of-demand coefficient at point K is equal to 
 

[1] 0,3 
[2] 12 
[3] 15 
[4] 5 
[5] 3 

 
The table bellow illustrates the demand for tickets for soccer matches in a period of five months.  
Study the table and answer questions 3.4 and 3.5. 
 

Month 
 

Number of Tickets 
 

Price 
 

 
January 5,500 110 

 
February 4,500 90 

 
March 3,500 80 

 
April 5,000 100 

 
May 15,000 50 

 
3.4 The arc-elasticity-of-demand coefficient between January and February is equal to  
 

[1] 0,2 
[2] 20 
[3] 0,1 
[4] 2 
[5] 1 
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3.5 Which of the following statements is/are correct? 
 

a. The coefficient of arc elasticity of demand is greater between April and May than it is 
between February and March. 

b. The coefficient of arc elasticity of demand is greater between March and April than it is 
between January and February. 

c. The value of the coefficient of arc elasticity of demand between March and April is the 
smallest among the others.  

 
[1] Only c 
[2] Only a and b 
[3] Only b 
[4] Only a 
[5] Only a and c 
 

3.6 To increase in total revenue from products with an elastic demand, the producers should 
 
[1] decrease their prices since quantity demanded is less responsive to changes in price. 
[2] increase their prices since quantity demanded is less responsive to changes in price. 
[3] increase their prices since quantity demanded is more responsive to price changes. 
[4] decrease their prices since quantity demanded is more responsive to price changes. 

 
3.7 If a 5 per cent decrease in income causes a 7 per cent increase in quantity demanded of a good, 

then the good in question is a/an 
 
[1] inferior good. 
[2] luxury good. 
[3] essential good. 
[4] Giffen good. 

 
3.8 Which of the following statements is/are correct regarding the consumer's choice? 

 
a. The convex slope of an indifference curve shows that the marginal rate of substitution 

(MRS) increases as more of one good is substituted for another good. 
b. A downward movement along an indifference curve results in a decrease in the slope of an 

indifference curve. 
c. The value of the MRS is constant along an indifference curve. 
 
[1] All the statements are correct. 
[2] Only b is correct. 
[3] Only a and b are correct. 
[4] Only c is correct. 
[5] Only a and c are correct. 
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The figure below shows an indifference map. Use the figure to answer question 3.9. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3.9 Which of the following statements is/are correct? 
 

a. Combination C yields a higher level of utility to the consumer than combination B. 
b. A movement from combination C to E results in a decrease in the level of utility derived. 
c. Combination A yields the same level of utility to the consumer as combination B. 
 
[1] None of the statements is correct. 
[2] Only c is correct. 
[3] Only a and c are correct. 
[4] Only b is correct. 
[5] Only a and b are correct. 
  

The following information relates to the budget constraint. Use the information to answer question 
3.10. Suppose the price of jackets is R100 per unit and that of shoes is R250 per pair. Assume that 
the consumer has R1 000 to spend and that the entire budget is spent.  
 
3.10 The maximum combinations of shoes and jackets that the consumer can buy are 
 

[1] (0 jackets and 8 pairs of shoes or 4 jackets and 0 pairs of shoes). 
[2] (0 jackets and 4 pairs of shoes or 10 jackets and 0 pairs of shoes). 
[3] (25 jackets and 0 pairs of shoes or 10 pairs of shoes and 0 jackets). 
[4] (4 jackets and 0 pairs of shoes or 10 pairs of shoes and 0 jackets). 
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The figure below shows consumer equilibrium. Study the figure and answer questions 3.11 to 3.13. 
 

 
 
3.11 The slope of the budget line QPQC is equal to 
 

[1] 2,5 
[2] 2 
[3] 4 
[4] 0,4 
[5] 8 

 
3.12 The consumer will be in equilibrium if she consumes 
 

[1] 8 pears and 0 carrots. 
[2] 0 pears and 20 carrots. 
[3] 1 pear and 18 carrots. 
[4] 4 pears and 15 carrots. 

 
3.13 The utility function could shift from U2 to U1 if 
 

[1] the price of carrots increases while the price of pears remains unchanged. 
[2] the price of pears decreases while the price of carrots increases. 
[3] the consumer’s income decreases. 
[4] the prices of both carrots and pears decrease. 

0 5 10 15 20 

8 

6 

4 

2 

Quantity of pears 

Quantity of carrots

U2 

U1 

Qc

Qp 

18 

1 



44 

3.14 In production theory, the law of diminishing returns implies that 
 

[1] the rate of increase in output increases as the quantity of the variable input increases. 
[2] the rate of increase in output decreases as the quantity of the variable input increases. 
[3] the rate of increase in output decreases as the quantity of the fixed input increases. 
[4] the rate of increase in output increases as the quantity of the fixed input decreases. 

 
3.15 The additional output that a firm could obtain from a marginal increase in the factor input 

employed is known as 
 

[1] marginal product. 
[2] diminishing marginal returns.  
[3] average product 
[4] increasing returns. 

 
The figure below shows the relationship between total product, marginal product and average  
product. Use the figure to answer question 3.16. 
 

 
 
3.16 At what point along the total product curve would diminishing returns start to set in? 
 

[1] Between 0 and point F 
[2] After point F 
[3] After point H 
[4] After point G 
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Complete the table below and answer question 3.17. 
 

Units 
Produced 

 
(Q) 

Total
Cost 

 
(R) 

Total fixed 
Cost 

 
(R) 

Total 
Variable

Cost 
(R) 

Average
Total 
Cost 
(R) 

Average
Fixed 
Cost 
(R ) 

Average 
Variable 

Cost 
(R) 

Marginal
Cost 

 
(R) 

 
0        
 

1    120   20 
 

2   38     
 

3   51     
 

4 162      11 
 

5    35    
 
3.17 Which of the following statements is/are correct? 
 

a. The average fixed cost of the fifth unit is 20. 
b. The marginal cost of producing the third unit is 17. 
c. The total variable cost of producing the fourth unit is 40. 
d. The average variable cost of producing the second unit is 19. 
 
[1] Only a and d 
[2] Only c 
[3] Only b and c 
[4] Only a 
[5] All the statements 

 
3.18 As total product increases from zero 
 

[1] the marginal cost increases continuously. 
[2] the average variable cost increases, reaches a maximum and then decreases. 
[3] the average cost decreases, reaches a minimum and then increases. 
[4] the total average fixed cost increases continuously. 

 
3.19 If a firm that uses both fixed and variable inputs in production, then produces zero output, 

 
[1] the total cost of production will be equal to zero. 
[2] the total cost of production will be equal to total fixed cost. 
[3] the total cost of production will be equal to average cost. 
[4] the total cost of production will be equal to marginal cost. 
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Consider the following information and answer question 3.20: 
 
Quantity sold   2 000 
Price per unit  R20 
Total fixed cost  R40 000 
Variable cost  R1,20 per unit 
 
Assume that a firm uses 1 000 units of a variable input. 

 
3.20 Which one of the following statements is correct? 

 
[1] The firm is making an economic loss of R12 000. 
[2] The firm is making an economic loss of R2 400. 
[3] The firm is making an accounting profit of R1 200. 
[4] The firm is making an economic loss of R1 200 
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ASSIGNMENT 04 

UNIQUE NUMBER: 334460 
Closing date                   15 April 2011 
Contents:                        Study units 9, 10 and 11 of the study guide 
Questions:                      20 Questions 
Weight:                            30% of the semester mark 
To submit                        Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  15 APRIL 2011 
 
 
Questions 4.1, 4.2 and 4.3 are based on the figure below. Study the graph and answer the questions 
that follow. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4.1 The perfect competitor’s economic profit in the short run equals 
 

[1] R100 
[2] R80 
[3] R40 
[4] R20 
 

4.2 What is the average revenue per unit of output? 
 
[1] R20 
[2] R40 
[3] R80 
[4] R100 
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4.3 If the firm produces two units of which the market price is R20, then we can say that: 
 

[1] The firm records normal profit. 
[2] The firm makes total economic losses of R10 
[3] The firm makes total economic losses of R5 
[4] None of the above statements is correct 

 
Question 4.4 and 4.5 are based on the information provided below. A perfectly competitive firm 
finds itself in the following situation 
 

Output   10 000 units 
Variable cost  R15 000 
Market price  R2,00 
Marginal cost  R2,50 and rising 
Fixed cost   R4 000 

 
4.4 How much economic profit/loss does the firm make? 
 

[1] R1 000 profit 
[2] R2 000 loss 
[3] R3 000 profit 
[4] R4 000 loss 

 
4.5 When information given is analysed, the firm should produce______________output 
 

[1] less 
[2] more 
[3] the same 
[4] There is insufficient information to determine the output. 
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Questions 4.6, 4.7 and 4.8 are based on the figure below. Study the graph and answer the 
questions that follow. 
 

 

 
 
4.6 The short-run supply curve for a perfectly competitive industry can be found by  
 

[1] multiplying the AVC curve of the representative firm by the number of firms in the industry. 
[2] adding horizontally the AVC of all firms. 
[3] adding horizontally the segments of the MC curves lying above the AVC curve of all firms 

in the industry. 
[4] adding vertically the MC curves for all firms in the industry. 

 
4.7 The relationship between the marginal cost and the average cost curve is such that 
 

[1] the behaviour of one curve does not affect the other. 
[2] if AC exceeds MC, MC must be declining. 
[3] if MC is declining, AC may be either declining or rising. 
[4] if MC is less than AC, AC must be declining. 
 

4.8 The firm will shut down at any price less than 
 

[1] 25 
[2] 20 
[3] 15 
[4] 10 
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4.9 Which of the following statements is true concerning perfectly competitive industries? 
 

[1] In the short run, firms may incur economic losses or earn economic profit, but in the long 
run they earn only a normal profit. 

[2] Economic profits will persist in the long run if consumer demand is strong and stable. 
[3] There will be economic losses in the long run because of price competition. 
[4] There are economic profits in the long run but not in the short run. 

 
The figure below shows the equilibrium position of a monopolist in the short run. Study the figure and 
answer the question that follows. 
 

 

Quantity 

Price/ 
cost 

P1 
P2 
P3 
P4 

0 Q1    Q2      Q3     Q4 

MC ATC 

D 

MR

 
 
 
4.10 In the short run, the monopolist’s profit is maximised by 
 

[1] Producing Q1units at price P1 
[2] Producing Q2 units at price P2 
[3] Producing Q3 units at price P3 
[4] Producing Q4 units at price P4 
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Questions 4.11 and 4.12 are based on the table below which represents a monopolist’s cost and 
revenue data. 
 

Quantity Price Total 
Revenue 

(TR) 

Total 
Costs 
(TC) 

Profit Average 
Costs 
(AC) 

Marginal 
Revenue 

(MR) 

Marginal 
Cost 
(MC) 

0 45 0 100 -100    
2 42 84 114 -30 57 42 7 
4 39 156 136 20 34 36 11 
6 36 216 166 50 27,7 30 15 
8 33 264 204 60 25,5 24 19 

10 30 300 250 50 25 18 23 
12 27 324 304 20 25,3 12 27 
14 24 336 366 -30 26,1 6 31 

Source: National Council on Economic Education: 2008 
 
4.11 In the short –run, a profit-maximising monopolist would continue to expand production up to  
 _____________units of output 
 

[1] 4 
[2] 6 
[3] 8 
[4] 10 

 
4.12 At the level of output calculated in question 4.11, above the monopolist’s economic profit per unit 

is  
 

[1] R7, 50 
[2] R5, 00 
[3] R3, 50 
{4] R2, 00 

 
4.13 An oligopoly is more difficult to analyse than other market forms because 
 

[1] the number of firms is so large that market behaviour can be accurately predicted. 
[2] the marginal cost and marginal revenue curves of an oligopolist play no role in the 

determination of price and quantity. 
[3] of mutual interdependence and the fact that an oligopoly's outcomes are less certain than 

in other market structures. 
[4] unlike the firms of other market structures, it cannot be assumed that oligopolists are profit 

maximisers. 
 
4.14 A monopoly is a market structure characterised by  
 

[1] large numbers of firms. 
[2] a single buyer. 
[3] a product with many close substitutes. 
[4] a single seller. 
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4.15 A firm operating in a monopolistically competitive industry 
 

[1] is faced with a relatively inelastic demand curve. 
[2] produces a homogeneous product. 
[3] makes no economic profit in the long run. 
[4] None of the above statements is correct. 

 
4.16 An oligopoly is a market structure characterised by 
 

[1] a large number of small firms. 
[2] a single seller and only a few buyers. 
[3] interdependence in decision making. 
[4] easy entry into and exit out of the market. 

 
4.17 Restricting entry into an occupation will ________ supply into that occupation and ________ 
 wages. 
 
 [1] increase; increase 
 [2] increase; decrease 
 [3] decrease; decrease 
 [4] decrease; increase 
  
4.18 A firm in a perfectly competitive labour market has chosen the proper amount of labour to hire 

when it produces an output where 
 

[1] MRP = Product price. 
[2] MRP = Wage rate. 
[3] MRP = Marginal physical product. 
[4] MC = Wage. 

 
Study the table below and answer questions 4.19 and 4.20 that follow. 
 

Table 2 
Number of 
Workers 

Output per Month Marginal Physical 
Product per 

Month 

Price per Unit of 
Output (R) 

0 0 0 2 
1 20 20 2 
2 50 30 2 
3 70 20 2 
4 85 15 2 
5 95 10 2 
6 100 5 2 
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4.19 The marginal revenue product for the third worker equals 
 

[1] R20. 
[2] R40 
[3] R80. 
[4] R100. 

 
4.20 If the wage rate was R30 per worker per month, how many workers would the firm employ to 

maximise profits? 
 

[1] 1 
[2] 2 
[3] 3 
[4] 4 
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PROPOSED STUDY PROGRAMME 
 

Second semester 
 
 
To help you to work on this module regularly and systematically, we provide a proposed study 
programme below and also four assignments. Try to adhere to this study programme as far as 
possible.  
 
WEEK WEEK 

COMMENCING ACTIVITY 

1 18 Jul Study chapter 1 (study unit 1) and do the activities at the end of 
each section. Work on Assignment 01. 

2 25 Jul Study chapter 2 (study unit 2) and do the activities at the end of 
each section. Work on Assignment 01. 

3 1 Aug Study chapter 3 (study unit 3) and do the activities at the end of 
each section. Work on Assignment 01.  

4 8 Aug Study chapter 7 (study unit 4) and do the activities at the end of 
each section. Work on Assignment 02. 

 12 Aug Closing date: Assignment 01. The assignment must reach 
Unisa before this date. 

5 15 Aug Study chapter 8 (study unit 5) and do the activities at the end of 
each section. Work on Assignment 02.  

6 22 Aug Study chapter 9 (study unit 6) and do the activities at the end of 
each section. Work on Assignment 03. 

7 29 Aug Study chapter 10 (study unit 7) and do the activities at the end 
of each section. Work on Assignment 03. 

 2 Sep Closing date: Assignment 02. The assignment must reach 
Unisa before this date. 

8 5 Sep Study chapter 11 (study unit 8) and do the activities at the end 
of each section. Work on Assignment 03.  

9 12 Sep Study chapter 12 (study unit 9) and do the activities at the end 
of each section. Work on Assignment 04. 

10 19 Sep 
Study unit 10 of the study guide and chapter 14 (study unit 11). 
Do the activities at the end of each section. Work on 
Assignment 04. 

11 26 Sep Revise study units 1, 2, 3 and 4. 

 30 Sep Closing date: Assignments 03 and 04. The assignments 
must reach Unisa before this date. 

 Oct Attend voluntary discussion classes offered by the 
lecturers. 

12 3 Oct Revise study units 5, 6, 7 and 8. 
13 10 Oct Revise study units 9, 10 and 11. 

14 17 Oct 

Work through the self-evaluation exercise at the back of your 
study guide, as well as the examination paper and solutions 
provided in Tutorial Letter 105. 
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ASSIGNMENTS: CLOSING DATES 
 

 
 

SECOND SEMESTER 
 
There are four multiple-choice assignments for the second semester. The students who are going to 
write the examination in October 2011 must complete these assignments. All four assignments are 
included in this tutorial letter. Please ensure that you use the correct unique number. 
  
The assignment information for ECS1501 is as follows: 
 

Assignment 
Number 

Unique  
Number 

Closing Date  
2011 

Content of 
Assignment 

01 308212 12 August  Study units 1, 2 and 3

02 330549 2 September  Study units 4 and 5

03 326799 30 September Study units 6, 7 and 8

04 229787 30 September Study units 9, 10 and 11

 
 
The solutions and explanations regarding Assignment 01 will be posted to you in Tutorial Letter 201 
and those of Assignment 02 will be posted to you in Tutorial Letter 202 after the closing date for 
Assignments 01 and 02 respectively. The solutions to Assignments 03 and 04 will be posted to you 
after the closing date for Assignment 04 (Tutorial Letter 203). Please work through these solutions. 
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ASSIGNMENTS — SECOND SEMESTER 
 

 
The multiple-choice questions in Assignments 01 - 04 will be marked electronically in accordance with 
mark-reading "masters" 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. 
 
 

ASSIGNMENT 01 
UNIQUE NUMBER: 308212 
Closing date:                  12 August 2011 
Contents:                         Study units 1, 2 and 3 of the study guide 
Questions:                      20 Questions 
Weight:                            20% of the semester mark 
To submit                       Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  12 AUGUST 2011 
 
 
Questions 1.1 to 1.15 do not have a correct or incorrect alternative. They are included in the first 
assignment to give the lecturers an idea of their students' profile. Please complete the 15 general 
questions. They will not contribute to your semester mark. 
 
 
1.1 Which ONE of the following is applicable to you? 
 

[1] This is my first registration for ECS1501. 
[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. 

 
1.2 In my matric results* 
 

[1] I passed Mathematics (higher grade) or equivalent with a C-symbol or higher. 
[2] I passed Mathematics (higher grade) or equivalent with a D-symbol or lower. 
[3] I passed Mathematics (standard grade) or equivalent with a C-symbol or higher. 
[4] I passed Mathematics (standard grade) or equivalent with a D-symbol or lower. 
[5] I did not take Mathematics for matric. 

 
1.3 In my matric results* 

 
[1] I passed English (higher grade) or equivalent with a C-symbol or higher. 
[2] I passed English (higher grade) or equivalent with a D-symbol or lower. 
[3] I passed English (standard grade) or equivalent with a C-symbol or higher. 
[4] I passed English (standard grade) or equivalent with a D-symbol or lower. 
[5] I did not take English for matric. 
 

*Students who do not have a South African matric should choose the option they think are most 
relevant to them. 
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1.4 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, and the work that I do is not related to my degree at 

all. 
[5] I work full-time and study after hours, and the work that I do is related to my degree. 

 
1.5 How long after you registered did you receive your study material? 
 

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

 
1.6 How long after you registered did you buy and/or receive your prescribed textbook? 
 

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

 
1.7 Where/how do you plan to submit this assignment? 
 

[1] Through MyUnisa (internet). 
[2] At one of the Unisa postboxes. 
[3] I will make use of the postal service. 
[4] I will make use of a private courier service. 

 
1.8 Regarding service delivery by the Economics Department: 
 

[1] I have never tried to contact the Economics Department. 
[2] I have contacted the department telephonically but they were not helpful. 
[3] I have tried to contact the department telephonically but was not successful. 
[4] I have tried to contact the department by e-mail but never received a reply. 
[5] I have contacted the department and was satisfied with the service. 
 

1.9 The section(s) of the study guide that I had to study to complete this assignment 01 
 

[1] helped me to work through the textbook systematically. 
[2] did not help me to understand the study material in the textbook better. 
[3] was totally irrelevant to the assignment questions. 
[4] I did not use the study guide at all although I have one. 
[5] I have not received a study guide. 
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1.10 Indicate the value being added by the glossary (TL102) during your completion of this 
assignment. 
 
[1] Very helpful. 
[2] Fairly helpful. 
[3] Have not used it yet. 
[4] Plan to use it. 
[5] Did not add any value. 
 

1.11 Do you plan to attend the group discussion classes for ECS1501? 
 
[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. 
 

1.12. The contact details of students in your area willing to take part in study groups are available by 
contacting the following e-mail address: condiscipuli@unisa.ac.za. Which ONE of the following 
describes your situation best? 
 
[1] I take part in a study group. 
[2] I took part in a study group but did not find it worthwhile. 
[3] I do not take part in a study group but would like to. 
[4] I am not interested in taking part in a study group. 

 
1.13 If video conference discussion classes were held at the learning centre closest to you, which 

ONE of the following would be most applicable to you? 
 
[1] I would like to attend such classes after working hours. 
[2] I would like to attend such classes during working hours. 
[3] I will not attend because the learning centre is too far from where I live. 
[4] I will not attend because I can cope on my own. 
[5] I will not attend because I attend some other classes. 

 
1.14 Which ONE of the following describes your situation best? 

 
[1] I worked through all the prescribed study material before attempting this assignment. 
[2] I quickly 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 just chose my answers randomly. 

 
1.15 Which ONE of the following applies to you? 

 
[1]  I have access to the internet. 
[2] I have access to e-mail. 
[3] I have access to both the internet and e-mail. 
[4] I do not have access to either the internet or e-mail. 
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1.16 Economics is  
 

[1] a study of the ethics of making money. 
[2] the study of how scarce resources are allocated in an attempt to satisfy unlimited wants.  
[3] the study of direct and indirect relationships between inputs and outputs in various 

production methods. 
[4] a subdiscipline of business economics. 

 
1.17 Macroeconomics primarily involves the study of  
 

[1] unemployment, inflation and the monetary system. 
[2] capitalism versus socialism. 
[3] rational budget-making by government and large corporations. 
[4] both (1) and (3) are correct options. 

 
1.18 Which of the following statements are correct? 
 

a. If a car dealer does not sell all his vehicles, then the unsold vehicles become part of the 
capital of the business. 

b. A housewife is not considered to be part of labour. 
c. Timber is a natural resource that is replaceable. 
 
[1] Only a and b 
[2] Only a and c 
[3] Only b and c 
[4] None of the above statements is correct. 

 
1.19 Economic goods are scarce goods. The meaning of the word “scarce” is that  
 

[1] there are very few of these goods. 
[2] there are insufficient goods to meet effective demand. 
[3] the goods are expensive because they are limited in supply. 
[4] All of the above statements are correct. 

 
1.20 Labour, land, capital and entrepreneurship are all 
 

[1] opportunity costs. 
[2] production possibilities. 
[3] factors of production. 
[4] production sectors. 
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Questions 1.21 to 1.25 are based on figure 1 below. 
 

Figure1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.21 In figure 1, if the economy is currently operating at point D, what is the opportunity cost of 

moving to point B? 
 

[1] 100 bushels of wheat. 
[2] 150 bushels of soya beans. 
[3] Infinite, A cannot be produced at any cost. 
[4] Zero. 

 
1.22 In figure 1, the opportunity cost of wheat when produced at point A, assuming that we are 

currently producing at point G, is  
 

[1] 50 bushels of soya beans. 
[2] 350 bushels of wheat. 
[3] 350 bushels of soya beans and 100 bushels of wheat. 
[4] 400 bushels of soya beans and 450 bushels of wheat. 

 
1.23 In figure 1, for which of the following would this statement be true: to get more wheat, we have to 

give up soya beans, that is a movement from  
 

[1] B to E. 
[2] B to C. 
[3] D to C. 
[4] C to E. 
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1.24 In figure 1, which of the following would most likely cause this production possibility curve to shift 
to the left? 

 
[1] Employing unemployed labour 
[2] Shifting labour from soya beans to wheat 
[3] A bubonic plague epidemic 
[4] Maintaining full employment policies 

 
1.25 In figure 1, which one of the following statements is true? 
 

[1] The economy could produce 300 bushels of soya beans and 200 bushels of wheat. 
[2] If this economy is fully and efficient employing all its resources, it could produce 400 

bushels of soya beans and 450 bushels of wheat. 
[3] Producing more wheat will make it possible to reach point E. 
[4] If all resources are fully employed, the economy could produce 100 bushels of soya beans 

or zero bushels of wheat. 
 
1.26 A point lying inside (under) a production possibility frontier indicates that 
 

[1] the economy is saving money. 
[2] there is no associated opportunity cost. 
[3] more output could be produced with the existing resources. 
[4] technology limits production. 

 
1.27 Privatisation can best be described as  
 

[1] public utilities to be run by the ruling party. 
[2] the transfer of functions, activities or property from the public to the private sector.  
[3] the expropriation of private property by public authorities. 
[4] the transfer of functions, activities, or property from the private to the public sector. 

 
1.28 The South African economic system is mixed because 
 

[1] all economic functions are performed by central, local and regional authorities. 
[2] it is a “rainbow” nation with foreign nationals. 
[3] it is a mixture of traditional behaviour, central control and market determination. 
[4] agricultural, mixed and industrial goods are produced inside the borders of this country. 

 
1.29 Which of the following is/are final good(s) and service(s)? 
 

a. Seeds 
b. Fruit delivered to a canning factory  
c. Maize exported to Lesotho 
 
[1] Only a 
[2] Only c 
[3] Only a and c 
[4] All the statements are correct. 
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1.30 Which one of the following characterises the command system? 
 

[1] Tradition instructs economic behaviour. 
[2] All factors of production are owned by the state and certain elite. 
[3] Competition is an important feature of the command system. 
[4] Economic activity is coordinated by central authority. 

 
1.31 Which one of the following options correctly lists examples of stock variables? 
 

[1] Wealth, investment and gross domestic product. 
[2] Unemployment, capital and demand for labour. 
[3] Capital, wealth and loss. 
[4] Natural resources, liabilities and unemployment. 

 
1.32 Which one of the following statements is incorrect regarding economic goods? 
 

[1] Economic goods are limited in quantities. 
[2] Economic goods determine the prosperity of an individual. 
[3] Economic goods have no exchange and usage value. 
[4] Economic goods are scarce in relation to demand. 
 

1.33 The major flows in the economy are 
 

[1] total production, net exports, and personal income. 
[2] net national income, net national product and savings. 
[3] total production, total income and total spending. 
[4] investment, capital stock and imports. 

 
1.34 Capital goods are purchased by 
 

[1] households. 
[2] firms. 
[3] firms and households. 
[4] none of the above. 

 
1.35 Which one of the following represents a flow variable? 
 

[1] Monthly expenditure of households 
[2] The balance on your savings account on a particular day 
[3] The number of foreign visitors during the 2011 World-Cup tournament 
[4] Both options [1] and [3] are correct 
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ASSIGNMENT 02 

UNIQUE NUMBER: 330549 
Closing date                    2 September 2011 
Contents:                        Study units 4 and 5 of the study guide 
Questions:                      20 Questions 
Weight:                            20% of the semester mark 
To submit                        Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  2 SEPTEMBER 2011 
 
 
2.1 A government agency determines prices and quantities of goods and services produced and 

sold in a  
 

[1] market economy. 
[2] command and control or planned economy. 
[3] traditional or chieftaincy system. 
[4] first come, first served system. 

 
2.2 Which one of the following statements is correct? 
 

[1] Demand is a stock variable that can be expressed in words, schedules, curves and 
geometric plans. 

[2] Demand is a flow variable that can only be expressed using graphs. 
[3] Demand refers to quantities of goods and services that consumers are willing to buy 

irrespective of their ability over a given period of time. 
[4] The prices of substitute services for some service X assist in determining the demand for 

the service. 
 
Use Table 2.1 to answer questions 2.3 and 2.4 
 

Table 2.1:  A household’s weekly demand schedule for meat 
Possibility Quantity Demanded Of Meat 

Per Week In Grams  
(Y)

Price of Meat (in Rand per Gram)  
 

(X) 
A 2 8 
B 4 6 
C 6 4 
D 8 2 

 
2.3 Based on the data from table 2.1, which one of the following statements is correct? Assume 

that possibilities A-D are all affordable. 
 

[1] When meat costs R6 per gram, the household is willing, although unable, to buy exactly 4 
grams of meat per week. 

[2] For 4 grams of meat per week, the household is willing and able to pay R4. 
[3] The highest possible amount of money that the household is willing and able to pay for 8 

grams of meat per week is exactly R8. 
[4] The household is willing and able to pay R6 for 4 grams of meat per week. 



64 

2.4 In table 2.1, the relationship between the quantity of meat demanded and its price changes at 
the following rate 

 
[1]  - 0.01 
[2]    1.0 
[3]  - 1.0  
[4]    1.2 

 
Use figure 2.1 to answer questions 2.5 to 2.7 
 

Figure 2.1 Changes in the market demand for good X (a normal good) 

 

 

 

 

 

 

 

 

 

 

 
2.5 A decrease in the price of good X in Figure 2.1 will cause a 
 

[1] movement from point c to d. 
[2] movement from point d to a. 
[3] movement from point a to d. 
[4] movement from point a to d via point c. 
 

2.6  If all other factors are kept constant, a decrease in the price of a substitute for good X will cause 
a 

 
[1] movement from point a to point d. 
[2] shift from D0 to D2.  
[3] movement from point d to point a. 
[4] shift from D0 to D1. 
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2.7 Which one of the following statements is true?  
 

[1] A decrease in the price of a complement to X will cause a demand shift from D2 to D1. 
[2] An increase in the preferences for good X will cause a movement from point d to point c. 
[3] An expected increase in prices of X will cause a demand shift from D2 to D0. 
[4] A decrease in real incomes of consumers will cause a movement from D0 to D1. 

 
2.8 Which one of the following statements is correct? 
 

[1] An increase in the supply price for good X causes a downward movement along good X’s 
supply curve. 

[2] An increase in the supply price of inputs into the production of good X causes a shift to the 
right in good X’s supply curve. 

[3] An increase in the number of suppliers of good X leads to so much market competition that 
the market supply curve of good X shifts to the left. 

[4] An improvement in the technology used in producing good X shifts good X’s supply curve 
to the right. 

 
Use table 2.2 to answer question 2.9 
 

Table 2.2: The 2009 demand-and-supply schedules for taxi rides in Antananarivo, 
  Madagascar 

Price in 
Malagasy Ariary 

(MGA) 

Quantity 
Demanded 

Quantity 
Supplied 

Excess 
(Demand or 

Supply) 

Pressure on 
Price 

0  0 60 demand  
1  0 38 demand  
2 25  0  
3  40 25 supply  
4  55 45 supply  
5 5 60 55 supply  

 
 
2.9 Based on the data in table 2.2, which one of the following statements is correct? 
 

[1] At a price of 4 MGA, commuters demanded 10 rides, which caused downward pressure on 
the price of taxi rides. 

[2] At a price of 5 MGA, consumers demanded 5 rides and taxis supplied 60 rides, which 
caused upward pressure on the taxi ride fare.  

[3] At a price of 3 MGA, commuters demanded 65 taxi rides causing downward pressure on 
the price of taxi rides. 

[4] At zero price, commuters demanded zero rides and there was no pressure on the price of 
taxi rides. 
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Use figure 2.2 to answer question 2.10 
 

Figure 2.2:  A market demand and supply for good X 

 
 
 
2.10 Which one of the following statements is false? 
 

[1] At point E, the market for good X clears with consumers paying Pe which is also received 
by producers.  

[2] At P1, consumers are willing and able to buy Q2 units of good X, while producers are willing 
and able to supply Q1 units. 

[3] At P2, the producers are only willing and able to supply Q3, while consumers are willing 
and able to buy Q1. 

[4] At P2, there is an excess supply of Q1 minus Q3.  
 

2.11 If other factors are kept constant, a decrease in the demand for good X will result in 
 

[1] an increase in the equilibrium price of X and an increase in the equilibrium quantity 
exchanged.  

[2] an increase in the equilibrium price of X and a decrease in the equilibrium quantity 
exchanged. 

[3] a decrease in the equilibrium price of X and a decrease in the equilibrium quantity 
exchanged. 

[4] a decrease in the equilibrium price of X and an increase in the equilibrium quantity 
exchanged. 
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2.12 If other factors are kept constant, a decrease in the supply of good X will result in 
 

[1] a decrease in the equilibrium price of X and an increase in the equilibrium quantity 
exchanged. 

[2] a movement upward along the demand curve, a decrease in the equilibrium quantity 
exchanged, and an increase in the equilibrium price. 

[3] an increase in the equilibrium price and an increase in the equilibrium quantity exchanged 
[4] none of the above statements. 

 
2.13 A simultaneous increase in demand and supply of good X will result in 
 

[1] an increase in the equilibrium price of good X and a decrease in the equilibrium quantity 
exchanged. 

[2] a decrease in the equilibrium price of good X and a decrease in the equilibrium quantity 
exchanged. 

[3] a decrease in the equilibrium quantity exchanged with indeterminable changes with 
respect to the equilibrium price of good X. 

[4] an increase in the equilibrium quantity exchanged with indeterminable changes with 
respect to the equilibrium price of good X. 

 
2.14 A simultaneous increase in supply and decrease in demand of good X will result in 
 

[1]  a decrease in the equilibrium price of good X and a decrease in the equilibrium quantity 
exchanged. 

[2] an increase in the equilibrium price of good X and a decrease in the equilibrium quantity 
exchanged. 

[3] a decrease in the equilibrium price of good X and an indeterminable change in the 
equilibrium quantity exchanged. 

[4] an increase in the equilibrium price of good X and an increase in the equilibrium quantity 
exchanged. 

 
2.15 If the Netherlands imported a bulk of its substitute meats, such as beef and fish, from Namibia 

and a foot-and-mouth disease outbreak was affecting most of Namibia’s cattle, which of the 
following market effects will take place in the importing country, where residents are not 
indifferent to such outbreaks, ceteris paribus? 

 
[1] The equilibrium price of fish will increase, but the equilibrium price of beef will decrease 

alongside the equilibrium quantity of fish exchanged.   
[2] The equilibrium price of fish, as well as the equilibrium quantity of fish exchanged, will 

increase but the equilibrium price of beef will decrease. 
[3] The equilibrium price of fish will increase with the equilibrium price of beef but the 

equilibrium quantity of fish exchanged will remain unchanged. 
[4] The equilibrium price of fish will decrease, the equilibrium price of beef will decrease but 

the equilibrium quantity of fish will decrease. 
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2.16 If South Africa exports half of its citrus produce to the European Union (EU), a recession in the 

Union would most likely have the following short-run effects in the local citrus market, ceteris 
paribus:   

 
[1]  the South African market price of citrus will increase and the citrus-exporting farmers will 

capture new foreign markets 
[2]  the South African price of citrus will decrease and the citrus-exporting farmers will capture 

new foreign markets 
[3]  the South African market price of citrus will decrease with more citrus fruit being sold in the 

local markets   
[4] the South African market price of citrus will increase with citrus-exporting farmers losing 

their international competitiveness 
 
Use figure 2.3 to answer question 2.17. 
 

Figure 2.3 Market demand and supply for good X 

  

 
2.17 Imagine that South Africa’s football team had made it through to the final match of the 2010 

World Cup against Spain. With ticket prices already set at R1 000 each by organising authorities 
for the limited number of seats available at Soccer City, excess demand for tickets will skyrocket. 
Use figure 2.3 to work out how much profit each black market dealer would make by buying and 
selling 10 extra tickets privately. 

 
[1] R10 000 
[2] R20 000 
[3] R15 000 
[4] R25 000 
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2.18 In the agricultural sector, the fallacy of composition would induce farmers to 

 
[1] overproduce the crop whose price was very high in the preceding production cycle. 
[2] produce the same level as in the previous cycle because they would not expect much 

change. 
[3]  leave farming because it is a fallacy that being farming is a profitable business activity. 
[4]  plant a greater variety of crops to avoid potential poor harvests. 
 

 
2.19 The deterioration in residential locations in central business districts (CBDs), for example 

Hillbrow in South Africa and Detroit in Michigan could be explained by: 
 

[1]  people just not being able to look after inner cities 
[2] home owners who want government compensation 
[3] foreign buyers who want to buy local properties at cheaper prices 
[4] rent controls set by government or organised occupants 
 

2.20 In Europe, heaps of dairy products are not sold but disposed of in lakes, because  
 

[1] the European Union is just too rich a region for its own good. 
[2] the European citizens do not care about the poor. 
[3] the EU governments are notorious for setting up agricultural minimum prices and other 

support mechanisms for EU farmers to control excess supply. 
[4] since 2001, the United Nations has lost its power over producers in developed countries. 
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ASSIGNMENT 03 

UNIQUE NUMBER: 326799 
Closing date                    30 September 2011 
Contents:                         Study units 6, 7 and 8 of the study guide 
Questions:                       20 Questions 
Weight:                             30% of the semester mark 
To submit                         Through myUnisa or on a mark-reading sheet 
 

CLOSING DATE:  30 SEPTEMBER 2011 
 
 
3.1 If the demand for a good is perfectly inelastic, what is the price–elasticity-of-demand coefficient? 
 

[1] -1 
[2] 1  
[3] Zero 
[4] Infinity 
 

3.2 If you are told that price decreases by 80% and quantity demanded increases by 10%, calculate 
the price elasticity of demand and determine what kind of elasticity the good has in relation to 
the quantity demanded. 

 
[1] Ep= 0,125 and the good has an elastic demand. 
[2] Ep=0,13 and the good has a perfectly elastic demand. 
[3] Ep= 0,125 and the good has a perfectly inelastic demand. 
[4] Ep =0,125 and the good has an inelastic demand. 

 
 
3.3 From table 1 below, the arc elasticity of demand when the price is changing from R4 to R5 will 

be? 
Table 1 

Price Quantity Demanded 
3 40 
4 20 
5 3 

 
[1] 6, 65 
[2] 7, 65 
[3] -2, 33 
[4] 2, 33 

 
3.4 With regards to income elasticity, which one of the following statements is correct? 
 

[1] The higher the price elasticity of a good, relative to your income, the higher the elasticity of 
demand for the good. 

[2] The higher the price of a good relative to your income, the lower the elasticity of demand of 
the good. 

[3] The lower the price of a good relative to your income, the higher the elasticity of demand of 
the good. 

[4] The price elasticity of cheaper goods will tend to be high. 
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3.5 Which one of the following statements is correct? 
 

[1] The demand for necessities will be more elastic. 
[2] The demand for luxuries will be more inelastic. 
[3] If bread and tea are necessities, then an increase in price will not lead to a significant 

decrease in the amounts consumed. 
[4] If bread and tea are necessities, then an increase in price will lead to a significant 

decrease in the amounts consumed. 
 
3.6 Suppose the price of movies watched at a theater rises from R12 per couple to R20 per couple. 

If the rise in price causes attendance at a given movie to fall from 300 persons to 200 persons. 
What is the price elasticity of demand for movies? 

 
[1] 0,5 
[2] 0,8 
[3] 1,0 
[4] 1,2 

 

3.7 If price falls and demand is inelastic, then 
 

[1] total revenue will rise. 
[2] total revenue will fall. 
[3] total revenue will remain unchanged. 
[4] total revenue will decrease by less than the decrease in price. 

 
3.8 There are a many substitutes to butter beans but few satisfactory substitutes for creamed 

spinach. You would therefore expect 
 

[1] the price of butter beans to be less elastic than the price of creamed spinach. 
[2] the price of butter beans to be more elastic than the price of creamed spinach. 
[3] the price of butter beans to be more inelastic than the price of creamed spinach. 
[4] the prices of butter beans and creamed spinach to be equally elastic. 

 

3.9 Assuming that good A and B both sell for the same price at the present time. Good A has a more 
vertical demand curve than good B. If both goods experience a 10% increase in price, then 

[1] good A will have a greater change in total revenue than good B. 
[2] good A will have a greater increase in total revenue than good B 
[3] we cannot determine what will happen to the total revenue for good A compared to good 

B. 
[4] good B will have a greater increase in total revenue than good A. 
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3.10 The marginal rate of substitution (MRS) of X for Y in consumption refers to the 

 
[1] amount of X that a nation must give up for one extra unit of Y to still remain on the same 

indifference curve. 
[2] amount of Y that a nation must give up for one extra unit of X to still remain on the same 

indifference curve. 
[3] amount of X that a nation must give up for one extra unit of Y to reach a higher indifference 

curve. 
[4] amount of Y that a nation must give up for one extra unit of X to reach a higher indifference 

curve. 
 
3.11 The convexity of an indifference curve means: 

 
[1] At constant utility, the more of a good a person gets, the less this person is willing to 

sacrifice to get more of the good. 
[2] If the price of a good is reduced, a larger quantity of that good is demanded. 
[3] People tend to specialise in the consumption of one good. 
[4] Consumers are behaving rationally. 

 
3.12 An indifference curve indicates 
 

[1] the possible combinations of two goods that the consumer can afford. 
[2] the possible combinations of two goods that provide an individual with maximum 

satisfaction. 
[3] all the possible combinations of two goods that a consumer can consume and still have the 

same level of satisfaction 
[4] the amount of two goods that yield different levels of utility. 

 
3.13 Indifference curves do not intersect because 
 

[1] their intersection rejects the postulate of maximisation. 
[2] the consumer makes consistent choices. 
[3] economic goods are substitutable. 
[4] the marginal rate of substitution is diminishing. 

 
3.14 The marginal rate of substitution is 
 

[1] the slope of the cost curve. 
[2] the slope of the budget line. 
[3] the slope of the utility possibilities curve. 
[4] the slope of the indifference curve. 

 



 73 ECS1501/101 

3.15 Whenever marginal product is declining with increasing use of an input, 

[1]  total product declines as input increases. 
[2]  average product declines as input use increases. 
[3]  marginal product is greater than average product. 
[4]  total product increases at a decreasing rate as input use increases. 
 

3.16 Which one of the following is correct? 

[1]  Total product is average product divided by output. 
[2]  Marginal product is the cost of producing one more unit of output. 
[3]  The addition to total product from using one more unit of input X while keeping input Y 

constant is referred to as marginal product. 
[4]  The addition to total output. 

 

3.17 On a graph representing cost curves, the vertical distance between the fixed cost and the total 
cost curve represents 

[1]  total variable cost. 
[2]  marginal cost. 
[3]  average variable costs. 
[4]  average fixed costs. 

 

3.18 For production to continue in the short run, which one of the following must apply? 

[1]  Revenue must cover at least half of the variable costs. 
[2]  Revenue must cover at least all the fixed costs. 
[3]  Revenue must cover at least all the fixed and variable costs. 
[4]  Revenue must cover at least all the variable costs. 

 
Fill in the table below and answer questions 3.19 and 3.20 

 
Output Fixed Costs Variable Costs Total Costs Marginal Costs 

0  0 R100 0 

1  30   

2  50   

3  60   

4  120   

5  200   
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3.19 Total cost of producing the fourth unit of output is 

 
[1] R0 
[2] R120 
[3] R100 
[4] R220 

 

3.20 The marginal cost to produce the fourth unit of output is 
 

[1] R30 
[2] R60 
[3] R55 
[4] R20 
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Contents:                        Study units 9, 10 and 11 of the study guide 
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4.1 Which of the following is not a valid option for a perfectly competitive firm in the short and long 

run? 
 

[1] Increasing its output 
[2] Decreasing its output 
[3] Increasing its price 
[4] Increasing its resources 
[5] Developing a new production technology 
 

4.2 In a perfectly competitive industry, a firm that produces and sells at a price below the average 
variable cost should 
 
[1] in the short run, shut down production. 
[2] only in the long run, shut down production. 
[3] in the short run, continue production. 
[4] in the long run, continue production. 
[5] in the long run, increase production. 
 

4.3 The supply curve for a perfectly competitive firm in the short run is its 
 

[1] average revenue curve. 
[2] marginal cost curve above average total cost. 
[3] marginal cost curve above average variable cost. 
[4] marginal cost curve below average total cost. 
[5] average variable cost curve. 

 
4.4 The price of the product produced in a perfectly competitive industry is 
 

[1] determined by demand and supply conditions faced by an individual firm 
[2] determined by the government. 
[3] determined by the collective efforts of all the producers and consumers in the industry 
[4] given to firms by nature. 
[5] set by a few firms with market power in the industry. 
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4.5 Which of the following is true about a firm and industry in perfect competition? 

 
[1] A firm faces a downward sloping demand curve whilst the industry’s demand curve is 

perfectly elastic. 
[2] The industry’s demand curve is downward sloping whilst that of the firm is perfectly elastic. 
[3] Both the firm and the industry face a horizontal or perfectly elastic demand curve. 
[4] Both the firm and the industry face a downward sloping demand curve. 
[5] In the short run, the supply curve of the industry is upward sloping whilst that of the firm is 

the part of the marginal cost curve above the average total cost curve. 
 

4.6 The table below contains selected data for a perfectly competitive firm. Which of the following 
statements is correct? 

 
Table: 1 

Quantity Total Revenue (Rand) Marginal Revenue (Rand) 
 

0   

 
200   

 
500  3 

 
 3 000  

 
[1] From top to bottom, the missing entries in the middle column are R0, R400 and R300. 
[2] From top to bottom, the missing entries in the middle column are R0, R600, and R1 500. 
[3] From top to bottom, the missing entries in the last column are R1, R2, and R4. 
[4] The missing entry in the first column is 800. 
[5] None of the above; there is insufficient information here. 
 

4.7 In order to maximise its profit or minimise its losses, a perfectly competitive firm is well advised 
to 
 
[1] produce an output quantity at which MR = MC, provided P > ATC. 
[2] produce nothing at all, provided P < AVC. 
[3] produce an output quantity at which MR = MC, provided ATC > P > AVC. 
[4] incur short-run losses provided ATC > P > AVC. 
[5] do all of the above. 
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Study the figure below to answer questions 4.8 and 4.9. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4.8. The perfectly competitive firm in the figure should 
 
 [1] produce 10 units of output. 
 [2] produce 12 units of output. 
 [3] produce 5 units of output, 
 [4] close down immediately. 
 
4.9. The perfectly competitive firm in the above figure 
 
 [1] is recording a short-run economic profit. 
 [2] is recording a short-run economic loss. 
 [3] is operating in the long run. 
 [4] will close down immediately. 
 
4.10. In the long –run, the monopolist 
 

[1] can incur a loss. 
[2] can continue to make profits because entry into the industry is blocked or restricted. 
[3] breaks even because other firms enter the industry and compete away profits. 
[4] always produces at the lowest point on the LAC curve. 
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4.11. The long-run equilibrium outcomes in monopolistic competition and perfect competition are 
similar, because in both market structures 
 
[1] the efficient output level will be produced in the long run. 
[2] firms will produce at minimum average cost. 
[3] firms realise all economies of scale. 
[4] firms will only earn a normal profit. 
[5] firms produce where marginal revenue equals minimum average total cost. 
 

4.12 Monopolistic competition differs from perfect competition primarily because 
 
[1] in monopolistic competition, firms can differentiate their products. 
[2] in perfect competition, firms can differentiate their products. 
[3] in monopolistic competition, entry into the industry is blocked. 
[4] in monopolistic competition, there are relatively few barriers to entry. 
[5] in monopolistic competition, there is only one seller. 
 

4.13 Which of the following statements about a monopolistic firm is/are correct? 
 

(a) A monopolistic firm is a price taker. 
(b) A monopolistic firm can earn abnormal profits in the long run. 
(c) A monopolistic firm faces a perfectly elastic demand curve. 
(d) A monopolistic firm has complete information about market conditions. 
 
The options are: 
[1] Only a and b 
[2] Only b, c and d 
[3] Only c and d 
[4] Only a, c and d 

 [5] None of the options apply. 
 
4.14 Joburg Water has the monopoly of providing water to the city of Johannesburg. If the cost of 

purifying water increases, what will happen to the price, output and profits? 
 
[1] Price will increase, output will increase and profits will also increase. 
[2] Price will decrease, output will decrease and profits will decrease. 
[3] Price will increase, output will decrease and profits may increase or decrease. 
[4] Price will increase, output will increase and profits may decrease or increase. 
[5] Price will decrease, output will increase and profits will increase. 
 

4.15 The marginal revenue product curve is 
 
[1] upward sloping due to the law of demand. 
[2] upward sloping due to the law of marginal utility. 
[3] downward sloping due to the law of diminishing marginal returns. 
[4] downward sloping due to the law of supply. 
[5] horizontal because firms demanding labour are price takers. 
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4.16 Which of the following will not shift the market supply curve of labour? 

 
[1] A change in the size of the population due to a change in birth or mortality rates 
[2] A change in the retirement age 
[3] A change in the number of graduates coming out of colleges and universities 
[4] A change in working hours 
[5] A change in the wages of the labourers  

 
4.17 If one worker can pick R30's worth of grapes and two workers together can pick R50's worth of 

grapes, the 
 

[1] marginal revenue product of each worker is R25. 
[2] marginal revenue product of the first worker is R20. 
[3] marginal revenue product of the second worker is R20. 
[4] marginal revenue product of each worker is R40. 
[5] calculation of the marginal revenue with the available data is difficult. 

 
4.18 A company produces output of garden chairs as shown on the table below 
 
Number of workers 1 2 3 4 5 6 

Quantity of garden 
chairs produced per 
month 

15 28 39 48 55 60 

 
 This company is a profit-maximising firm selling in a competitive product market and hiring in a 

perfectly competitive labour market. It uses semiskilled labour to produce these garden chairs. 
Assume that the current market price per chair is R50 and the prevailing monthly salary per 
semiskilled labourer is R550. To maximise profits, this company should employ 

 
[1] 2 workers  
[2] 3 workers 
[3] 4 workers 
[4] 5 workers 
[5] 6 workers 

 
4.19 In the labour market, if the government imposes a minimum wage that is below the equilibrium 

wage, then  
 
[1] workers who wish to work at the minimum wage will have a difficult time finding jobs. 
[2] firms will hire fewer workers than without the minimum wage law. 
[3] some workers may lose their jobs as a result. 
[4] nothing will happen to the wage rate or employment. 
[5] an excess supply of labour will be created. 
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4.20 Which of the following statement(s) is/are correct? 
 

a. Trade unions can attempt to raise the wage rate by assisting firms to raise the supply of 
the product of the industry, ceteris paribus. 

b. Fixing a minimum wage above the equilibrium wage rate will cause unemployment. 
c. Minimum wages are propagated as a means of avoiding exploitation of workers. 
 

 [1] Only a 
 [2]  Only b 
 [3]  Only c 
 [4]  Only a and b 
 [5]  Only b and c 
 


