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INSTRUCTIONS AND INFORMATION
1. 	Answer FOUR questions as follows in the ANSWER BOOK:
	SECTION A:	COMPULSORY
	SECTION B:	Answer TWO of the three questions
	SECTION C:	Answer ONE of the two questions.


2.       Write the question number above each answer.

3.	Number the answers correctly according to the numbering system used in this question paper.

4.       Read the questions carefully and start each question on a NEW     page.

5.       Leave 2−3 lines between subsections of questions.

6.	Answer questions in full sentences and ensure that the format, content and context of your responses comply with the cognitive levels of the questions.

7.       Write neatly and legibly.

8.	Only the required number of questions will be marked in the order in which they appear in the ANSWER BOOK.

9.       Use only black or blue ink.

10.     Non-programmable pocket calculators may be used.


	















SECTION A (COMPULSORY)

QUESTION 1						30 MARKS – 20 MINUTES

1.1 Various options are provided as possible answers to the following questions.
Write down the question (1.1.1 – 1.1.8) in the answer book

1.1.1 The point of operations where the business is indifferent between continuing
operations and discontinue temporarily.

A	Average cost
B	Shut down
C	Variable cost

1.1.2 A business in a perfectly competitive market will maximise its profit where
MR is equal to ...

A	Average cost
B	Market price
C	Marginal cost

1.1.3 One of the provisions of the Act is that the ... must be advised of any mergers
and takeovers.

A	Competition Commission
B	Competition Appeal Court
C	Competition Tribunal

1.1.4 The type of monopoly that exist because of high development cost.

A	Artificial Monopoly
B	Natural Monopoly
C	Duopoly

1.1.5 In contrast to a perfect competitor, a monopolist can make economic profit in 
the ...

A	Short run
B	Long run
C	Medium run

1.1.6 The kinked demand curve predicts that price and quantity are insensitive to... 
 

A	Marginal revenue
B	Average cost  
C	Changes in marginal cost 



1.1.7 Which one of the following is known as internal costs
A	Private Cost
B	Social Costs
C	Private benefits

1.1.8 It is a technique that seeks to bring greater objectivity to decision making

A	financial valuation
B	project valuation
C	Cost Benefit Analysis 					         (8 x 2) (16)

1.2 Choose a description from COLUMN B that matches the item in COLUMN A.
Write only letter (A – I) next to the question number (1.2.1 – 1.2.8). For example 1.2.9 J

	COLUMN A
	
	COLUMN B

	1.2.1
	Perfect competition
	
	A
	It is an example of Social Cost


	1.2.2
	Explicit Cost
	
	B


	information is available to all       
participants  and product is 
homogeneous


	1.2.3
	Normal Profit
	
	C

	goods beneficial to the 
community as a whole


	1.2.4
	Implicit Collusion
	
	D
	Efforts to make a product more attractive by contrasting its unique qualities


	1.2.5
	Differentiated products
	
	E
	Enough profit to make sure that a business will continue to operate


	1.2.6
	Merit goods
	
	F
	A reduction in economic welfare where part of consumer surplus and part of producer surplus are lost due to allocative inefficiency.
 

	1.2.7
	Pollution
	
	G
	Cost calculated against revenue


	1.2.8
	     Deadweight  
	
	H
	Actual expenditure of a business on the purchase or hire of inputs required for production process


	
	
	
	I
	Firms informally agree to control market by manipulating price and output


  										(8 x 1) (8)




1.3 Give ONE term for each of the following descriptions. Write only the term next
to the question number ( 1.3.1 – 1.3.6)

1.3.1 Occurs if input increased and output is increased by less 
percentage increase of output.

1.3.2 Value of inputs owned by the entrepreneur and used in the production process such as opportunity cost.

1.3.3 A market structure that looks like monopoly but does not satisfy all the
the requirements.

1.3.4 Legal right whereby the holder obtains the exclusive right to manufacture a 
product

1.3.5 A situation where one firm fixes the prices and others accept it as a market
price.

1.3.6 Consumption by one person does not anyway reduce consumption by 
another person 								(6 x 1) (6)

TOTAL SECTION A: 	30




























SECTION B

Answer any TWO of the three questions in this section in the ANSWER BOOK

QUESTION 2:						40 MARKS – 30 MINUTES

2.1	Answer the following questions.

	2.1.1.	List any TWO characteristics of perfect market.			(2 x 1) (2)

	2.1.2	Why would price be equal to AR under perfect market 	(1 x 2) (2)

2.2 	Study the diagram below and answer questions that follow
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	2.2.1	Give the graph the appropriate heading 					(2)

	2.2.2	Identify profit maximisation from the graph 				(2) 

	2.2.3	What would happen when business produce Q1 at point A		(4)

	2.2.4	Why is it not possible to produce Q3 at point D				(2)










2.3 Read the extract below and answer the questions that follow.
 (
Gauteng e-toll
The South African national road network is managed by the South African National Roads Agency Limited (SANRAL).
The Gauteng Freeway Improvement Project (GFIP) is one of SANRAL’S largest projects to date. It comprises different phases to upgrade and implement new freeway network. The ultimate freeway network will be 560 km.
More than 20 000 jobs have been created for South Africans through GFIP. It is projected that the project will contribute to economic growth to the amount of R15 billion.
Road users safety will be enhanced through improved lighting, real-time signage and a freeway management system focused on sustainable road maintenance and incident management.
Covering 185 km of road, the network now has wider freeways, with up to six lanes in each direction.
)

















Source: Enjoy Economics/P. 194

	2.3.1	Give the full name of entity responsible for upgrading of
		Gauteng freeways 								 (1)

	2.3.2	Identify any THREE social benefits of the project from the extract 	 (3)

	2.3.3	Is it worthwhile investing in the project from the extract? Motivate	 (6)

2.4	Differentiate between productive and allocative inefficiency. 		(2 x 4) (8) 

2.5	Discuss the relationship between AC and MC curves in the long run.(4 x 2) (8)
          [40]


















QUESTION 3						       40 MARKS- 30 MUNITES

3.1	Answer the following questions.

	3.1.1	List any TWO types of demerit goods. 				(2 x 1) (2)

	3.1.2	How will consumers benefit from subsidies 			(2 x 1) (2)

3.2	Study the cartoon below and answer questions that follow
[image: C:\Users\SMaletswa\Pictures\business-commerce-businessmen-meetings-leader-finance-economics-bven736_low.jpg]
	
	3.2.1	What type of market structure is depicted by the cartoon 		 (2)

	3.2.2	Name the demand curve faced by this market 				 (2)

	3.2.3	Mention the type of collusion associated with the market 		 (2)

	3.2.4	What will happen if one of the participants decides to increase
		price? Motivate 								 (4)















3.3 	Study the diagram below and answer the questions that follow
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	3.3.1	 Identify the market price for monopolistic competition.			 (2)
3.3.2	At what point does profit maximisation occur in a perfectly competitive
		market? 								 	(2)
3.3.3	How many units are produced under perfect competition		 (2)
3.3.4	 Calculate the profit made under perfect competition. Show all your
calculations. 									 (4)
3.4	Discuss the non-price competition methods of the oligopolist under the 
           following headings
· Product differentiation
· Product proliferation                                                                 (4 x 2) (8)
3.5 	How would the government limit the power of competitors 			and address market failure?						(4 x 2) (8)
          [40]




QUESTION 4
4.1 	Answer the following questions
	4.1.1	List two characteristics of public goods. 				(2 x 1) (2)

4.1.2	What is the disadvantage of setting minimum price?	           (1 x 2) (2)
 (
Apollo tyres (previously Dunlop) agreed to pay a penalty of R45m to the Competition Commission in 2015. When asked about the allegations, Apollo Tyres said it has agreed to pay the fine in the interest of shareholders.
The commission had initiated this case following a complaint lodged by a fleet owner, alleging that the local tyre manufactures simultaneously adjusted their prices around the same time and within the same parameters.
A search and seizure operation was carried out at the premises of Bridgestone, Apollo and the South African Tyre Manufacturing Conference (SATMC). The tyre manufactures agreed on price increases, timing of price increase and implementation thereof. It found out that SATMC was used as a platform to conduct 
these discussions.
)4.2	Read the extract below and answer the questions that follow

	










					                    Source: economictimes.indiatimes: 2015
	4.2.1	Why did Apollo tyres agreed to pay a penalty? 			 (1)
	4.2.2	How did the commission find out this practice?                                 (1)
	4.2.3	Where was the search and seizure operation carried out? 		 (2)
4.2.4 	What commission should do to prevent these illegal practices
		 happen in future?							 (6)










4.3 Study the cartoon below and answer questions that follow
[image: C:\Users\User\Desktop\koch-brothers-carbon-pollution-cartoon-600x439.jpg]
						Source: www.economic cartoons.com
	4.3.1	What type of pollution is depicted by the graph 			(2)
	4.3.2	Name the type of externality indicated in the graph 			(2)
	4.3.3	What determines the external costs?				 	(2)
	4.3.4	How will price and quantity be affected by this externality 		(4)
4.4	Differentiate between short run and long run.				(2 x 4) (8)			
4.5	Briefly discuss the impact of advertising have on consumers?		 (4 x 2) (8)
											          [40]
									TOTAL SECTION B:	80


















SECTION C
Answer any ONE of the two questions in this section in the ANSWER BOOK. Your answer will be assessed as follows:

	
STRUCTURE OF ESSAY
	MARK
ALLOCATION

	Introduction
	Max. 2

	Body
Main part: Discuss in detail/In-depth discussion/Examine/Critically discuss/Analyse/Compare/Evaluate/Distinguish/Differentiate/Explain/ Assess/Debate

Additional part: Give own opinion/Critically discuss/Evaluate/Critically evaluate/Draw a graph and explain/Use the graph given and explain/ Complete the given graph/Calculate/Deduce/Compare/Explain/ Distinguish/Interpret/Briefly debate/How?/Suggest
	
Max. 26




Max. 10

	Conclusion
Any higher-order conclusion should include:
•	A brief summary of what has been discussed without repeating facts already mentioned
•    Any opinion or valued judgement on the facts discussed
•    Additional support information to strengthen the discussion/analysis
•    A contradictory viewpoint with motivation, if required
•    Recommendations
	
Max. 2

	TOTAL
	40



QUESTION 5

· Discuss monopoly in detail as a market structure 				(26)
· In addition, differentiate between artificial and natural monopoly		(10)
											[40]

QUESTION 6
Discuss the reasons for market failure under the following headings.
· Imperfect information
· Imperfect distribution of wealth and income
· Merit and demerit goods.                                                                            (26)

In addition, explain how the state intervenes to mitigate the effects of market failure
 in the above cases.	                                                                                                 (10)
                                                                                                                                     [40]

                                                                                                             GRAND TOTAL 150
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