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Practice test 1 Memorandum

Section A

Question |

1.1.6 A  (6x2=12) 1.3.1 True

1.1.1 B 1.21 D 1.3.2 False

1.1.2 A 1.2.2 A 1.3.3 True 3x1=3)
1.1.3 B 1.2.3 E

1.1.4 C 1.2.4 C

1.1.5§ B 1.2.5 B (5x1=35) [20]
Section B

Question 2

21

2.21
2.2.2

2.2.3

2.31

2.3.2
2.3.3

2.3.4
2.3.5

2.4

Capital is essential for production and for starting new economic activities.
Investment of capital leads to economic growth. This happens when the amount of
capital operating in the economy increases at a rate that is equal to or higher than
that of the increase in the workforce.

Capital intensive industries are those that use more capital than labour. This usually
creates higher productivity than in labour-intensive industries. (any 2x2=4)
Income method (2)
This method calculates the final output in terms of how much it cost the firms to
employ the necessary factors of production (capital = interest; natural resource = rent;
labour = salaries and wages; entrepreneurship = profit). (2)
Gross value added at basic prices = value added by primary sector + value added by
secondary sector + value added by tertiary sector v

Remuneration of employees 140 746 v
Net operating surplus 53192 v
Gross fixed capital consumption 43 070 v
GROSS VALUE ADDED @ FACTOR COST R237 008 million vV (6)

Labour: The physical and mental work that is performed by people called workers,

employees or the workforce for wages (2)
R 9 billion (2)
That money that is allocated to solve unemployment is not spent in the right way

and that government does not have the ability to monitor such allowances. (2)
Statistics South Africa (2)
100% — 73% (percentage that is younger than 35) = 27 % (2)

Freedom of action, ownership and speech: The market system allows freedom
in most aspects of life. People can start businesses of any type in any place, live where
they want to and have security of property ownership. There is freedom of speech
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and newspapers can print their opinion on any topic.
The market system is a very efficient: Production takes place at the lowest
cost. Managers are aware of any problems at an early stage. Fierce competition
between firms means that consumer complaints are dealt with quickly or customers
will be lost. Production is at the lowest cost and a large variety of goods are produced.
There is much innovation: People are encouraged to put their new ideas and
discoveries into practice, to develop new products which is called innovation and to
market them to consumers.
Wide choices are available There are a large number of producers in each
industry and they are able to provide consumers with a wide range of similar products
so that they can make choices.
High levels of economic growth: The market system has lead to high levels of
economic growth. This is stimulated by firms working to improve production and
achieve high profit levels. (Any 2 x4 =28)
2.5  Primary industries are all those 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 is often called the manufacturing sector. It includes

manufacturing, electricity, gas and water production and construction. (8)
(40)
Section C
Question 3
Introducton
South Africa has a mixed economic system. In the following paragraphs I am going to explain
the definition, characteristics, advantages and disadvantages of this specific system. 3)

The mixed economic system is a mixture of market capitalism and central planning.

Characteristics of the mixed economic system
The main characteristics of the mixed system are the following:

Public and private sector businesses produce goods and services. The state owns
and runs several businesses, such as ESKOM, SABC, SAA, Transnet and TELKOM. There are
also state-owned businesses that produce a variety of other products: armaments at Denel,
torestry products at Safcol, petrol and diesel oil at PetroSA and diamonds at Alexkor.

The resources and businesses are mostly privately owned by individuals and
shareholders. These firms own most of the natural resources.

The government intervenes in the running of the economy The state passes laws
to improve the way businesses function in the market economy, implementing a progressive

tax system and giving social welfare grants to the poor.

Competition in business is promoted Firms compete to produce and sell a wide
variety of goods and services. Fair competition is promoted by the Competition Act.
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The profit motive is controlled by state actions Profit is still a dominant motive

in the economy. Even state owned enterprises are now supposed to make a profit. The

state intervenes to protect workers from the worse effects of the profit motive by setting
minimum wages, allowing the creation of Trade Unions under the Labour Relations Act and
laying down conditions for employment.

Advantages of the mixed economic system
There is much freedom of choice and private ownership. A large range of goods
and services are produced for the consumers.

Economic growth is promoted. Economic growth is higher in countries that allow
private ownership, and the South African state promotes growth by providing a well-
developed infrastructure.

The state improves social welfare. In the mixed economic system, the state can
intervene in the operating of the economy to improve the standard of living, especially of
the poor. This is done by giving social welfare grants and providing free housing, education,
power, water and healthcare.

Controls are placed on the use of the environment. The state can pass laws to
protect the environment, reduce pollution and control the way in which the natural
resources are exploited.

Disadvantages of the mixed economic system
The human attitude of self-interest still exists. There is a lack of concern for others
especially the poor and disabled and also for the environment.

There is a high level of poverty. In the mixed system in South Africa the differences
between rich and poor are the largest in the world.

Some of the state enterprises are inefficient producers. State corporations such
as Eskom and Telkom have only recently started to be subjected to competition. This has
allowed them to produce inefficiently and at the price and quality they want.

The state can intervene excessively in the economy. The state uses its power to
interfere in the working of the market system by using a very strict monetary policy to
control inflation, increase taxes, set minimum wages, spend on social welfare and pass laws
to protect workers that also have the effect of discouraging new employment.

Conclusion

From in the above paragraphs we can conclude that the economic system of South Africa
includes characteristics of the central planned as well as the market capitalistic economy. (2)
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Rubric (5)
Content | M arks Interpretation of the topic
1-15 1 The candidate indicates a measure of understanding of the topic but misses the most
important facts of the topic.
16-31 3 The candidate has interpreted the topic correctly but some of the facts are not given
in the essay.
32-40 5 The candidate has interpreted the topic correctly and named enough relevant facts
about the topic.
MARKS FOR QUESTION 3:

Introduction = 3 (Any applicable introduction);

conclusion = 2 (Any applicable conclusion)
Rubric = 5

Total = 40 marks

Content

Definition = 4 marks; characteristics = (5 characteristics x 2 = 10); advantages =
(4 advantages x 2 = 8) disadvantages = (4 disadvantages x 2 = 8) total for content = 30 marks

Question 4

Introduction
South Africa consists of three sectors, namely the primary, secondary and tertiary sectors. In
the following paragraphs, I am going to discuss the primary sector and its importance. (3)

Primary industries are all those 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.

The primary sector is important for the following reasons:

Produces food. South African farms produce a wide range of crops and animal products.
These form the basis of most of the food needed in the country, including grains, vegetables,
cooking oil, sugar, fruit, dairy products and meat.

Provides raw materials. Many of the industries in the secondary sector use raw
materials that are produced by the primary sector.

Provides employment. The mining industry employs about 500 000 people in South
Africa and from the rest of Southern Africa. Workers are also trained in a variety of skills.
Agriculture is an important employer for people in the rural areas, although the numbers
have dropped in recent years.

Provides raw materials for power and fuels. Eskom uses coal and uranium to

generate 93% of all electrical power. The mining industry provides 30% of the liquid fuels as
Sasol and PetroSA use coal and natural gas to make petrol and diesel oil.

© Oxford University Press Southern Africa (Pty) Ltd 2012.



OXFORD ECONOMICS

Successful

Earns foreign exchange. South Africa is a major world producer of a number of
minerals: platinum, diamonds, coal, gold, manganese and chromium primary products.
These earn foreign exchange as mining contributed 50% of the country’s total merchandise
exports in 2009, which was 23% of the country’s total foreign exchange earnings.
Agricultural products are also exported, such as fruit, flowers, wine, sugar, vegetable oils
and maize.

Stimulates economic growth. The mining industry has stimulated economic growth
as it played an important role in the development of the South African economy after the
discovery of the gold and diamond deposits after 1870. This, and the subsequent discovery
of vast reserves of other minerals, stimulated the development of manufacturing and
resulted in much economic growth during the 20th century.

Contribution to the GDP. Primary industry’s contribution to the economy has decreased
in recent years. In 1950, the agricultural industry contributed 12% of the total economy and
by 2009 it had dropped to 3%. The mining industry has also decreased its contribution from
12,4% in 1960 to 9,7% in 2009.

Provides taxes. All sectors of primary industry contribute to the state by paying company
taxes. Gold mining companies pay a higher rate of tax, which makes up an important source
of state revenue. Mining companies contributed 10-20% of the direct company taxes paid

in 2009.

Conclusion
From the above paragraphs we can conclude that the primary sector plays a very large
role in the economy. (2)
Rubric (5)
CONTENT | MARKS INTERPRETATION OF THE TOPIC
1-15 1 The candidate indicates a measure of understanding of the topic but misses the most
important facts of the topic.
16-31 3 The candidate has interpreted the topic correctly but some of the facts are not given in
the essay.
32-40 5 The candidate has interpreted the topic correctly and named enough relevant facts
about the topic.
MARKS FOR QUESTION 4:
Introduction = 3 (any applicable introduction);
Content =30
Conclusion = 2 (any applicable conclusion);
Rubric = 5
Total = 40
Content

Definition = 4; Reasons = Name 8 x 2 = 16; Any other 5 facts x 2 = 10; Total for content = 30
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