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Module 1 Summary
Macroeconomics
Key definitions

These definitions of key concepts are used in Module 1 and throughout the book

Chapter 1 ‘

Capital

Principles, processes and factors of the
economy

All the manufactured goods that are used in the
production of output

Capital deepening

When the amount of capital per worker increases so
that the output per worker also increases, workers
become more productive

Capital formation

An addition to the stock of capital

Capital widening

When the stock of capital increases at the same rate
as the workforce so that the output per worker remains
the same

Gross capital
formation (GCF)

The expenditure by firms and government on capital
goods and the change in the value of the inventories

Gross domestic
expenditure (GDE)

The expenditure by the domestic sectors (households,
firms and government) on final output (goods and
services) produced both at home and abroad

Gross domestic
product (GDP)

The value of the final output produced within the
borders of a country within a given period of time,
usually one year

Gross fixed capital
formation (GFCF)

Goods that are bought by firms and government
to produce other goods and services; also called
investment

Gross national

GNE is the total expenditure of all the citizens of a

natural resources

Stock of capital

The total amount of capital that is available as
measured at a certain point in time

Wages The reward or income received by employees consisting
of money but can also include other benefits such as
clothing, food, transport, housing or a company car

Chapter 2 Measuring the output of economic goods
and services

Change in The amount by which the value of the inventories (see

inventories below) has changed

Consumption Spending on goods and services to meet the needs

expenditure by the | and wants of many people in the country, for example,

government education, health, security and social welfare

Domestic Refers to the activity taking place within the borders of

a country (for example, GDE)

Final consumption
expenditure by

The total spending of all households on final goods and
services for a specific period, usually one year

expenditure

households

GDP at factor cost | The amount of money that the domestic firms receive
for the final output that they produce

GDP at market The value of the final output at the prices paid for the

prices output which includes indirect taxes and subsidies

Government Expenditure by the central, provincial and local

governments on final goods and services

Entrepreneurs Individuals who set up and run businesses. expenditure country irrespective of where they are located
Factors of All the resources (land, labour, capital and Income Money earned by the owners of the factors of
production entrepreneurship) that can be used to produce goods production when their factors are used to produce

and services in the economy output
Interest Interest is the payment the owners of capital receive for Inventory The merchandise, raw materials and finished and

the use of their capital in producing output unfinished products which have not yet been sold
Investment An addition to the stock of capital National figures Refer to the spending, income or production of all
Labour Labour is physical and mental work that is performed Icmzi’";* .th?]mun:g |fr respectwle ofﬁ*u;réere they are

by people called workers, labourers or employees ocated in the world, or example,

(the workforce) for wages Transfer payments | Payments made by the government to people who have
Marginalised People who are less able to find a job or to satisfy their gﬁéﬁsaesdwtﬁ!r?sﬁﬁ? production to produce output,
people needs J
Natural resources | All the resources that occur naturally Chapter 3 South Africa’s mixed economy
Profit The reward or income earned by entrepreneurs Capitalist system | A system where the factors of production are owned by

- private people

Rent The reward or income earned for the use of land or

Centrally planned
economy

An economy where the state makes all the decisions
about the economy

Market economy

An economy that is controlled by the market forces of
demand and supply

Market failure

When the output produced is not available in the
required quantity or quality to maximise the satisfaction
of the people of a country

Mixed economic
system

Affirmative action

An economy which is a mixture of market capitalism
and central planning

Chapter 4 The economic structure of South Africa

All the measures taken by businesses to ensure
that suitably qualified employees from formerly
disadvantaged groups have equal employment
opportunities at all levels of the workforce

Communication

The ways in which information is moved throughout the
world.

Primary industries

All the activities based on raw materials that come from
the earth. They include farming of crops and livestock,
mining, growing trees in forests and plantations and
catching fish

Secondary
industry

The manufacturing sector which includes
manufacturing, electricity, gas and water production
and construction

Structure of the
economy

The way in which the GDP is divided between the three
economic sectors

Tertiary industry

The sector that produces services
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