ECONOMICS

Module 2 Data response answers

Question |

Suggested answers

1.1

1.2

21

2.2

PED = % change of QD = % change of Price v
=0,05+0,10/
=0,5v
Inelastic PED v
Percentage change of QD =40 - 50 = 50 = 20%
Percentage change of Price = 1 200 — 1 000 = 1 000 = 20% v
PED = % change of QD = % change of Price v/
=0,20 + 0,20
=1/
Unitary PED v
YED = % change in quantity demanded + % change in income v’
=-0,25+-0,10 v
=25V
Normal good (Elastic demand) v/
Percentage change in quantity demanded = 60 — 50 = 50 = 20%
Percentage change in income = 1 500 — 1 000 = 1 000 = 50% v

(4)
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YED = % change in quantity demanded + % change in income v
=0,20 = 0,50
= 0,4 v Normal good (Inelastic demand) (4)

% change in quantity demanded of Good A

3.1 CPED = % change in price of Good B
=-0,05+-0,10 v
=+40,5v
Substitute goods v (4)
3.2 Percentage change in quantity demanded of Good A = 700 — 500 = 500 = +40%
Percentage change in price of Good B = 120 000 — 100 000 = 100 000 = +20%
CPED = % change in quantity dema_nded of Good A v
% change in price of Good B
=0,40/0,20
=2V
Substitute goods v (4)
4.1 PES =% change of QS = % change of Price v
=0,15+0,10 /
=15V
Elastic supply v (4)
4.2 Percentage change of QS = 80 - 60 + 60 =0,33
Percentage change of Price=6-5+5=0,20 /
PES = % change of QS + % change of Price
=0,33:0,20/
=1,65¢
Elastic supply v (4)
[32]
Question 2
Suggested answers
1 Trading stock (1 500 000) v + Wages (340 000) v + Electricity (160 000) v
+ Advertisements (135 000) v = R2 135 000 / (5)
2 Total sales (2 500 000) v — Total explicit costs (2 135 000) v = R365 000 v/ (3)
3 Salary (360 000) v + Rent (130 000) v + Dividends (34 000) = R524 000 v/ (4)
4 Total sales (2 500 000) — Explicit costs (2 135 000) v — Implicit costs
(524 000) = -R159 000. v Jamie is making an economic loss and would be
better at keeping his old job. vV (4)
[16]
Question 3

Suggested answers

1

2

The short run is defined as that period of time for which the quantity of at least
one input is fixed. (2)
0=10,1=20,2=28,3=34,4=40,5=48,6=58,7=70 (7 x2=14)
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4 MC:1=10;2=8;3=6;4=6;5=8;6=10;7 =12
ATC:1=20;2=14;3=11,33;4=10,5=9,6;6=9,6; 7 = 10
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Question 4

Suggested answers

1 The Gini coefficient indicates the level of inequality of the distribution of the
income of a country. (2)
2  The graph shows the trend of the Gini coefficient over the years 1965 to 2001
and the projected trend up to 2045 V. The trend shows that the level of
inequality of income is constantly rising V. (4)
3  Mexico is a neighbour of the USA vv and was considered to have an unacceptably
high inequality of income of 0,54 in 2001 «¥. The graph shows that the USA
is going to have the same inequality by 2045 /V. (6)
4 Top income earners (CEOs and superstars) have greatly increased their
incomes while the bottom earners have not improved, making the gap bigger /v.
Recessions have a greater impact on the incomes of poorer people than they
do on the incomes of top earners vv. Some economists think that high
levels of growth lead to increased inequality /V. (any 2 x 2 = 4)
[16]
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