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MACROECONOMICS   PAPER I 

 
 

TOPIC: 1           
 
Economics: basic concepts 
 
Economics, its methods and setting within the field and its relationship with other 
sciences. 

 

2 weeks to cover the content 

Week 1 Week 2 

    

 
 

Learners should cover the following: 

• Unpacking of 
Economics: 
 
- description and 
elements 
 
- branches of 
Economics 
 
- approaches of 
Economics 
 

• The methods of 
Economics: 
 
- positive and 
normative 
statements 
 
- the Scientific 
Method 
 
- difficulties faced 
by the social 
sciences 
 
- the use of models 

• The setting of 
Economics within 
the field: 
 
- Accounting 
- Business studies 
- Commercial law 
- Mathematics of 
finance 
 

Relationships with 
other sciences and 
career 
opportunities: 
 
- Statistics 
- Mathematics 
- Information 
Technology 
- Law 
- Politics 
- Sociology 
- Geography 

 
 

 

 
 
 
 

Learners must first give an description of the following 
words in their notebook:  
 
Vocabulary List 
 

Economics 
Scarcity 
Resources 
Macroeconomics 
Microeconomics 
Positive Statement 
Normative Statement 
Models 
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Description of Economics 

 
Economics is a social science that studies how individuals, governments, firms and 
nations make choices on allocating scarce resources to satisfy their unlimited wants.  
 
 

Concepts 

 

Needs Needs are necessities  
It is essential for our survival 
E.g. food, water, shelter, clothing 

Wants Wants are desires for goods and services 
Are plentiful 
Unlimited  

Resource Land, Capital, labour and entrepreneurship which is needed as 
inputs to produce goods and services. 
 

 
 

 
 

Branches of Economics 

 

Branches of Economics 

Macroeconomics 
Macroeconomics studies the whole 
economy. 

OR 
Macroeconomics studies how the 
aggregate economy behaves. 
 
It examines for example: 
Influence of business cycles 
Economic growth 
The consumer price index. 
Gross Domestic product 
Inflation 
The total supply of labour. 
Changes in unemployment 
The total market for all the goods and 
services. 
Etc. 

Microeconomics  
Microeconomics studies the individual 
parts of the economy. 

OR 
Microeconomics studies market 
behaviour of consumers and firms and 
how they attempt to understand the 
decision-making process of firms and 
households. 
 
For Example 
The price of a single product 
The interaction between buyers and 
sellers. 
How the price of a product is determine 
Determine how much are going to be 
produced by the firm. 
Etc. 

 

https://www.google.co.za/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiLhvDLv73NAhXE6xoKHYCMCrcQjRwIBw&url=https://www.pinterest.com/pin/208502657726605080/&bvm=bv.125221236,d.ZGg&psig=AFQjCNFkTPJxubqw6QQpTE7KTbRNi3wWOA&ust=1466748898662566
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Other Branches of Economics 

 

Business economics Involves the different management 
functions within a business and how to 
run a business enterprise efficiently.  

Development economics Is a branch of economics which deals 
with economic aspects of the 
development process in low-income 
countries. 

Monetary economics Is concerned with the policies of central 
banks and other financial institutions 
such as general (commercial) and 
investment banks. 

Environmental economics How the health of the natural 
environment influences the development 
of the economy and is especially 
concerned with major environmental 
problems such as climate change. 

Labour economics Is a study of the demand and supply of 
labour on the labour markets. It also 
looks at the training of workers and their 
employment conditions. 

Public sector economics Involves the role that the state plays in 
the economy in providing the 
infrastructure, running businesses and 
passing laws to influence the 
development of the economy. 

International economics Is the study of world trade and includes 
the international agreements that control 
trade. 

Economic history How economies were managed in the 
past.  

 

Approaches of economics 

 
Two of the major approaches in economics 

Classical approaches 
 

 Believe that markets function very 
well  

 and that it will react quickly to any 
changes in equilibrium  

 It is a "laissez faire" economy – zero 
to limited government policy and 
intervention works best. 

 
 
 

Keynesian approaches 
 

 Believe that markets react very slowly 
to changes in equilibrium (especial to 
changes in prices) and  

 That active government intervention is 
sometimes the best method to get the 
economy back into equilibrium. 

 

 
 
 



4 

 

Methods of economics 

 
 
 
 

Positive Statements Normative Statements Scientific Methods 

 

Positive 
statement 

A positive statement is an objective statement of fact.  
They do not have to be correct but it must be able to prove or 
disproved but it. 
 
Statements: 

 The payment of social grants to people increase government 
expenditure. 

 The national budget is tabled in February each year.  

 The Springboks won New Zealand in 2014. 

 The inflation rate was 6.3% in March 2016. 
The gold price is traded internationally in terms of the Dollar. 
 

Normative 
Statements 

A normative statement involves an opinion or value judgement.   
It cannot be proved or disproved. 
 
Statements: 

 The government should give social grants to people. 

 The Monetary policy committee should decrease the interest 
rates by 1%. 

 The price of red meat should increase because it will give 
farmers a better standard of living. 
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Scientific 
Method 

 

1. A question is 
formulated 

Why do learners prefer to take Economics as a 
subject? 

 
 
 

2. Do some 
background 
research on 
your question 

Research the problem using quality sources.  
Using Questionnaires, Library, and Reading of 
Articles, Internet or other sources. 
Ask questions and read everything you can 
about the problem you have chosen. 

 
 
 

3. Formulate a 
Hypothesis 

 

E.g. of a hypothesis: 
There is no significant difference in male and 
female learners taking economics as a subject 

 
 
 

4. Test Your 
Hypothesis by  
doing 
Experiment, 
fieldwork  

Collection of information by observation, 
interviews, asks people to complete a 
questionnaire.  
Data collection should include a wide variety of 
people with different backgrounds.  

 
 
 

5. Analyze your 
Data and Draw 
a Conclusion 

We want to find out if the hypothesis was true or 
not true. 
Collected data must be arranged in order to 
make sense to people who are engaging with 
the research product. E.g. data can be express 
with tables, graphs, pictures, text, etc. 
 
Conclusion should state the following: 
Do your results agree with the hypothesis? 
A summary of what your investigation showed. 
Are your hypothesis accepted or rejected? 
 

 
 
 

6. Communicate 
Your Results 
and make 
recommend-
dations 

The most important step of your scientific 
investigation is to communicate your results with 
your peers. 
You may report your results by written report, 
oral report, or display to inform what you have 
learned through out your investigation. 
Also make recommendations 
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The difficulties faced by the social sciences 

 

 Although it uses scientific methods, economics is a social science that looks at 

people's behaviour.  

 Other social sciences include social psychology, sociology and political 

sciences. 

 It is often difficult to predict what people will do or how they will respond to 

different situations.  

 Because of this, it is impossible to make hard and fast laws that always apply 

to how people will act. 

 

 

The use of models in economics 

 

The following are examples of models. 

Circular flow model 
 

 

Production Possibility 
Curve 
 
 

 

Demand and Supply 
 
 

 
 

 

 Economists use models to simplify reality in order to improve our 
understanding of the world. 
 

 Economists use models to: 

 describe how the economy works and the markets function in reality; 

 show what has happened in the past and to predict what is likely to happen in 

the future; 

 simplify economic issues in a way that everyone can understand them; 

 explain an economic process such as the circular flow of income, expenditure 

and output in the economy, and to describe how data relate to each other 

such as in the production possibilities curve. 
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The setting of Economics within the field of: 

 

Accountancy  is the recording and reporting of the financial 
transactions of a business in the financial statements.  

 It is an essential part of running all businesses as these 
records are used to make decisions about the future of 
the business. 

 Computer software is used to perform many of the 
accounting functions. 

 

Business studies  is the study of how businesses are managed which 
affects all aspects of how goods and services are 
produced.  

 Management functions include administration and 
human resources as well as financial management and 
marketing. 

 

Commercial law  is the body of law which governs business and 
commerce such as the drawing up of contracts, labour 
practices, and the regulations that govern the 
manufacture and sale of goods. 

 

Mathematics of finance  is part of financial economics which is concerned the 
working of the financial markets such as stock 
exchanges (markets for the shares of companies), 
banks, insurance companies, retirement funds and 
Investment companies.  

 

 
 

The relationship with other science and career opportunities: 

 

Statistics Statistics is the science of collecting, classifying and 
analysing data information. 
Statistics help to organise these numerical information and 
to draw conclusions from it. 
Data is presented through tables, graphs, charts, 
calculating percentages, etc. and it is reduce into 
meaningful sizes. 
It is through these statistical methods that economics draw 
conclusions on their theories. 

Mathematics Mathematics investigates numbers, shapes and 
structures.  
Mathematics is important in Economics because 
mathematics is used to do different types of calculations. 

Information Technology Information is concerned with the development, 
implementation and support of computer base information 
systems. 
Economist use different kinds of computer software for 
sorting, analysing and distributing information. 
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Law Law consist of the making of rules and regulations to 
control and manage the behaviour of society. 
Law has different branches e.g. Private law, commercial 
law, criminal law , etc. 

Politics Politics studies governments (national, provincial and 
local) and the various political parties. 
A study field of Economics deals with public sector 
economics which look at the role of the government in the 
economy. 
Politics deals with the practical application of rules, 
attendance and adherence to conventions and national 
agreements. 

Sociology Sociology is a social science and it studies the nature and 
development, institutions, structures and functions of 
human society. 

Geography Geography deals with the study of the earth's physical 
environment and human habitat. 
Geography overlap with Economics when dealing with 
population, environmental issues, the use of natural 
resources, Growth and development issues, etc. 

 
 
 

Careers in the field of economics 

 
 

Government organisation employing 
Economists 

Type of skills 

The National Treasury macroeconomic analysis and forecasting, 
microeconomic analysis of specific 
industries or sectors of the economy, 
public finance, monetary and fiscal policy 

The South African Reserve Bank mainly monetary policy, macroeconomic 
analysis and forecasting 

The Department of Trade and Industry microeconomic analysis of specific 
industries and sectors of the economy, 
growth and industrialisation strategy, 
international trade strategy and policy 

The Industrial Development Corporation microeconomics, entrepreneurship and 
small/medium size business 
development 

The Competition Commission microeconomics, competition law and 
economics 

The Department of Transport transport economics, operations 
research 

The Development Bank of South Africa development economics, covering most 
of the branches of economics as applied 
to the South African economy 

The Human Sciences Research Council economic research on issues of concern 
to the South African economy, especially 
growth and employment 
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Eskom macroeconomic analysis and forecasting, 
analysis of the supply of and demand for 
electricity 

 
 

Demand for people with a background in 
economics as teachers, both at the 
secondary and tertiary education levels. 

 

 
 
 
 

Private Sector employing Economists Type of skills 

Commercial and merchant banks macroeconomic analysis and forecasting, 
money and banking, investment analysis 
and real estate/property economists 

The life insurance industry macroeconomic analysis and forecasting, 
investment analysis and real estate 

Stockbrokers on the Johannesburg Stock 
Exchange 

macroeconomic analysis and forecasting, 
microeconomic analysis of specific 
industries and companies, investment 
analysis 

Various private consultancies and 
advisory services 

 

Chamber of Mines   

Some of the trade unions  

Journalism in the print media 
newspapers and financial magazines), 

 

The internet, radio and television.  

 
 
 
 

 

 
  
  
 
 
 
 


