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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:
1.3 Explains how different economic systems address the economic problem (e.g. planned, market and mixed economies).
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Assessment Task
Different economic decisions (Individual activity) (LO1 AS3)
Read the information below and answer the question that follows.

In every society, basic decisions should be made to solve the economic problem (satisfying unlimited needs and wants through limited resources). These are:

a) What goods should we produce and how many?

b) How should we produce goods?

c) For whom should we produce goods?

Explain how these decisions are made in South Africa. Use the production of T-shirts as an example. (Tip: Refer to the laws of demand and supply.)



           [10 marks]

Suggested Solutions (LO1 AS3) 

	Question number
	Possible marks
	Solution


	1
	10
	When consumers need or want clothing (such as T-shirts), they create a demand in the market(. This tells the producers that consumers want the T-shirts, and by studying the buying patters of consumers(, the producers conclude how many T-shirts to produce(. The higher the need or want (demand), the more of the T-shirts will be produced(. The producers seek to employ the factors of production as effectively as possible to produce the T-shirts as cheaply as possible(. They are driven by the profit motive(. The consumers (for whom the goods are made) will buy the T-shirts if they are sold at a price the consumers can afford(. This informs the producers how much they could charge(. If the price is too high, consumers will stop buying the T-shirts(. When considering the profit motive, producers might even consider importing T-shirts if they are made and sold for cheaper than we can make them in South Africa(.













