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Learning Outcome 1: The Economic Cycle

The learner will be able to demonstrate knowledge and understanding of the economic cycle within the context of ‘the economic problem’.
Assessment Standards
We know this when the learner:
1.1 Describes the historical development of money and its role in societies and their economies.
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Assessment Task

The history of money (Individual activity) (LO1 AS1)
Read the information below on the history of money and do the activity that follows.

The term ‘barter’ is used when people exchange goods for other goods of similar value. In history, bartering took place with livestock and later with agricultural crops. A person would exchange a head of cattle for two small donkeys, for example. 

Cowry shells were first used as money in China from around 1200 BCE to the middle of the last century. The first metal money was also produced in China at around 1000 BCE, when people produced mock cowry shells as a medium of exchange. Tools made of metal, such as knives, were also used as money. Chinese coins were usually produced with a hole in them so that they could be tied together with rope or wire. The Chinese coins were produced from base metals. Later on, people in the Greek, Persian and Roman Empires made coins out of precious metals, such as gold, silver and bronze. They also started putting images of the faces of their gods or emperors on the coins to indicate their value. 

China was the first country to produce notes. The Chinese made notes out of animal skin at around 118 BCE. The first paper money was used in China, from the ninth to the fifteenth century ACE.  Paper money was used only much later in Europe. By 1455, the Chinese stopped using paper money. There was so much paper money in circulation that the prices of goods increased drastically, causing serious inflation. 

The North American Indians used strings of beads made from clam shells as money. They called it wampum. In Africa, cattle were regarded as a valuable currency. It was regarded as a status symbol if a person had many cattle. The cattle could provide milk and meat, skins for clothes and horns for containers. They were used to pay fines. When a young man wanted to marry, he had to pay lobola to the girl’s father in the form of cattle. 
In 1816, England linked the value of their money to gold. This helped to prevent the inflation of their currency. The value of the paper money would be linked to a certain number of ounces of gold. The USA started using this gold standard in 1900. 

In 1933 a great economic depression caused much hardship. As a result, the USA began a campaign to end the practice of linking the value of currency to gold. 

Today’s notes and coins are no longer linked to the gold standard. The value of a currency is linked to the economic performance of a country. We now also use what is called ‘digital money’, because we can do our banking over the Internet, without even touching cash.  

Match the currency in Column A with its description in Column B.

	Column A
	Column B

	1. Metal coins
	A. Linked to the value of currency to prevent inflation 

	2. Cowry shells
	B. Internet banking

	3. Barter
	C. Strings of beads made from clam shells

	4. Cattle
	D. Used as first form of money in around 1200 BC

	5. Silver coins
	E. Started off as mock cowry shells; later, even tools were used as this kind of money

	6. Paper money
	F. Exchanging goods of similar value 

	7. Leather money
	G. Were stamped with faces of Roman, Persian and Roman gods and emperors; made from scarce and precious metals

	8. Gold standard
	H. Used as lobola, and gave status and wealth to African men

	9. Digital money
	I. Caused serious inflation when first used; used in China before Europe

	10. Wampum
	J. First form of paper money traded in China
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	Question number
	Possible marks
	Solution
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	1. E

2. D
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7. J

8. A

9. B
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