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Module 3 Summary
Economic pursuits

Key definitions for Module 3

These definitions of key concepts are used in Module 3 and throughout the book

Chapter 9

Economic
development

Economic development

The improvement in the material quality of life so that
people have more goods and services to consume
which make their lives easier and more comfortable

Economic growth

The increase in the productive capacity of the economy
over a certain period of time so that a greater value of
goods and services is produced in a country

Material standard
of living

The level of well-being of the people of a country which
is measured by the quantity of goods and services they
consume

Chapter 11 The composition of South Africa’s money
and banking
Money Any object that is generally accepted as payment for
goods and services and repayment of debts in a given
country.
Medium of Money that is used to pay for goods and services
exchange

Developing
countries

Low- and middle-income countries where on average
people have a lower material standard of living with
access to fewer goods and services than in developed
countries

Measure of value

Money expresses the price of a product. The value
of goods, services and other transactions can be
expressed in terms of money.

Standard of
deferred payment

A person can buy goods or services and only pay for it
in the future

Dualistic economy

An economy with a developed industrial sector and a
poorly developed rural agricultural sector.

Modern money

The transfer of funds by means of cheques and debit-
and credit cards.

Fiat money

Money that has no intrinsic value, but is made a legal
tender by the government.

Infrastructure All the built facilities that are needed for the economic
and social development of a country

Development Those measures that are designed to achieve human

strategies development and which will improve the material

standard of living of the people

Monetary system

A set of mechanisms or instruments by which a
government controls and provides the money in the
economy

Beneficiation

The processing of primary products so that they
increase in value

Consumer Price

A measure that examines the weighted average of

Indigenous
knowledge

Knowledge that is unigue to a given culture or society

Chapter 10 Poverty

Index (CPI) prices of a basket of consumer goods and services that
the average household buys
Inflation The increase in the price of a wide range of goods and

services over an extended period of time

Credit creation

The process by which banks lend the major portion of
their deposits to borrowers and keep smaller parts of

basic needs

Poverty Households live in a state of poverty when their income the deposits available for their customers
is too low to provigie the basic necessities of life: food, Interest rate The percentage at which interest is paid by a borrower
clothing and housing for the use of a sum of money that he borrows from a
Absolute poverty | The number of people living below a certain income lender
so that they are unable to afford the basic goods and Repo-rate The interest rate at which commercial banks can
services borrow money from the Reserve Bank
Poverty line The minimum income needed in a certain country to Micro lending The practice of making small loans to clients outside the
income have an adequate standard of living and to cover all the

formal banking system of the country

Head Count Index
of poverty

The proportion of the population that is living below the
poverty line

Poverty gap

The amount in the money unit (rands) by which the
income of those who live below the poverty line will
need to rise in order to reach the poverty line

Poverty gap ratio

The mean distance separating the population from the
poverty line (with the non-poor being given a distance of
zero), expressed as a percentage of the poverty line

Monetary policy

Chapter 12

Urbanisation

The instruments and strategies used by the central
bank to influence its policies (money supply, inflation
and economic growth)
South Africa’s economic importance in
Africa

The increase of the proportion of the population living in
urban areas

Relative poverty

People are relatively poor if their income is below that of
the community in which they live

Urbanisation

The movement of people from rural areas into the cities

Marginalised People who have a smaller ability to find a job or to earn
groups an income

Economic The creation of trading blocks of a number of countries
integration by reducing or eliminating trade barriers

Economic freedom

The freedom to get on in a country without intervention
from a government or economic authority

Public debt

All the money that the government has borrowed to
finance its expenditure which could not be covered by
the current tax revenue
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