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Chapter1- The Economic Problem =z

[mmgmﬁ

@D Wants, resources and scarcity wz. #igsHER

o #RE (wants) TR, AIEZBBES. EFHRIR. E7. KBk, REEE LR,

o ZiR (resources) AR (finite)o TA. #HEE. Hatk. I EMEMNIEEANZKESR, BEFHNFE
B LR,

o MERMTE, MEELHFiAE (economic problem), MIBENSHRRSEEFHNZEFEER, FItBH
HikfE: WREAEWE,

o HRER (scarcity) E—HEFE. SKREFNBERMRSLLUTEHZ, ERBERKEGILHFREKER, MARLESHEE
RSB RNEN, FIBRFEHEK,

o HRELRTE, AAEBEEE (choice), HEE: MNAIR, EXTXIMERTERD; FE: FEEMEEFFEN
®F; TA: BHEER, BBEMARUER; £7E: FRMAFERNMKENNE; BT BTER, Al
PMERT FR

o REREIBIF: university places - foreign holidays - healthcare

(Finite resources) + (Unlimited wcmts) - <chrcity) - (Choice) - (Opportunity cost)

( A

Common mistakes Z% - HRAMTATEE /| RHAFE

e BRAEFETFFXEH. HFHEANTFREMS ZERE, EMEXRREEHER,

o HMREEMNERRE: &8 EBHNEREEFATEENES @M. “MEE LR 281N (BREBEELR);
‘TAFSHEGEE WEEN (FEFFLH); VREBR® FARERE (B8 EHE SN
S ER) o

o EHRIERMBAFMERE: SRESUHEIEM, “NMMELK FE2FEHRNERE (MRS R 2ERELS
M) o

@) Economic goods and free goods zrmeseszms
e Economic good (£2if#im): £ EREMRMEIR (scarce resources), FILUMNER, HEBNEES. £X
ZHEmMARSEE economic good.

o Freegood (REBEM): £EFEAFBEXAHIREIE (scarceresources), FTLUEBIEM A, free good R
o

o FMFAERB—NE: £ RERRARED? FE — economic good; REE — free good,
e Free good BIfjlF: sunshine - wind from the sea - air

e Economic good BYf5IF: car - carpet - education - newspapers - public libraries - inoculation
provided by the state - products given away by a supermarket

Common mistakes 5% © “FATE TFT free good
¢ AR freegood, RBEEFHRETAHTHIRZR, MHRECRAIEEX,
s ERGHRRMHEENHE. BhARsIMEFXHAWM. EULR, S£=038ATHIRER, 252

economic good,
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FOUNDATION ECONOMICS

N
Definitions x5y
a Wants Desires for goods and services. e WEAMRSHEE
€@ Resources Factors used to produce goods and services. Zif: BAREFERIRSH
2R
e The economic problem  Unlimited wants exceeding finite resources. = &ifiag: FTIRAME B
BIRNZEIR
© scarcity A situation where there is not enough to B ZEREFBHEFAEA
satisfy everyone’s wants. HYARER
@ Economic good A product which requires scarce resources ZFdm: ETREHRRER
to produce it and therefore has an - BHEEE
opportunity cost.
@ Free good A product which does not require any scarce SRBEM: ETZFEERRE
resources to make it and so does not have iR — ZBINMEKA
an opportunity cost.
J
I
Logic chain & key statement u#iziEsessie
hx  £iFiE@ (economic problem) EXIRAIREBIBERAVEIR, HIELFEHRR (scarcity), BligBRBH
HBRREFMBEARNRE; Eit (therefore), Afilpsmigiti%sE (make choices); MR —EH RN
(opportunity cost),
English The economic problem is that unlimited wants exceed finite resources. This causes scarcity: there
is not enough to satisfy everyone’s wants. Therefore, people have to make choices, and opportunity cost is
involved when making decisions.
J
2/16
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Chapter 2 - Factors of Production -z :r==
| sminsmisg

~
€X) The four factors of production 4=z
2R aX I+ e
Land Gifts of nature, Bl naturalresources: —tJF4%  coal - rainforests - fish - water =~ Rent
+ith WERZR (LA, §= & BETRREHH
&)
Labour Human resources: £FH{FHIIANTFE), SIERS road sweeper - steel worker -~ Wages
FHEh71 MixA bank manager
Capital Man-made resources: AER. BFE~HMEADMAR  offices - factories - machinery = Interest
&= SHY - tools - road
Enterprise Risk-taking 5 decision-making: EERHEEENEIELR  entrepreneur Profit
AV A e HEMX, MEEERE (FEXMK. BRKHAR
entrepreneur)

e Capital goods 5 consumer goods FERiE: capital goods AREF, consumer goods AIEETRFAERE, EE
EER. AFEMt4 (computer: RIQATILIBIERE = capital good, N AITHRE = consumer good). farm
tractor + dentist’ sdrill = capital; chocolate bar - child’ stoy=consumer,

Common mistakes 5% « ZAAXS5ANE
e Capital F2#, BEAENES~RBMAE (machinery. office buildings); road & capital, =2 land.
* Human capital = FRhENHE. HFillf125E, BT labour WRE, RZ capital,
J
~
€X) Mobility, quantity and quality of the factors i, uesF=E

R HEEMKERE RERENREE Ptk

Land BETHFK (land reclamation 0, fertilisers. JE/L5A%  Occupationally mobile (REARIKE

Tith soil erosion J&’)) ; renewable (wind 4. REFN ER); geographically immobile

power) #l non-renewable (gold. drainage (FREiB LR T 5 —E)
oil); over-exploited 2fEAIBETHF
AIRLE
Labour WE=TAH X I, TAH: AOM #E. 1l 28, WIBERRE: EENE. REBRR. #
EZEpa B, EREN. BRER MEHz). B | EfT; productivity ERHRER. EEFE. ILESIE. B
BRER RESRL). ZEMLEE, T ReESF-HgKNE WRRE: EEFRRE, TRRRZKEE
BY: SETIE. 28/3RR. MNP BRI, MZER
RIR
Capital & investment, BRERTE)IEM technology #% (401 REEMSEF: photocopier + delivery
# robotics) van - office block AJ3%#% 82X Z F
i%; coal mine - dock HIBFER
RREh
Enterprise ¥% entrepreneurs: BB EHR. FFE HE. Zl. E7. mEniEERsE: HEERTFENITL, 1
BURFE  EAFEER. BOBRER. R Z18 (KMEMER AIEFRAERAE
hEEEN)

o RIEFETT: &NiE immobility EFAHIERE, FLEEHEH mobility EAMIERE G0 — Sah AR RENE EF) o

o Netinvestment = gross investment — depreciation, fI: 3000-500=2500, grossinvestment/J\F
depreciation BY/7 negative net investment,

J
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~
Definitions x&zx
EFER
o Factors of production The economic resources of land, labour, capital = 4£F=E%&: i, F&). &
and enterprise. ., IR AEE
© Lond Gifts of nature available for production. Tih: BREIRE
€© Labour Human effort used in producing goods and Smhh: AB, EAO+HES
services.
@ capital / capital goods Human-made goods used in production. Bdm: MNEMNE~RR
© Enterprise Risk bearing and key decision making in AL RARE: RS+ HORE
business.
LEES o
@ consumergoods Goods and services purchased by households HEM: REXFREAE#RR
for their own satisfaction.
o Entrepreneur Aperson who bears the risks and makes the key ~ IFZR: ERE. HREHA
decisions in a business. )
N
mEDtE
€@ occupationally mobile Capable of changing use. Bbswzh: AERTTH&
@ ceographically immobile Incapable of moving from one location to another  HIEFRFEEN:  FHEMREIFI L
location.
@) Mobility of labour The ability of labour to change where it works or  SFzh3ifaN: kIR
in which occupation.
€@ Mobility of capital The ability to change where capital is used orin  ZFZAE: RS AE
which occupation.
@) Mobility of enterprise The ability to change where enterprise is used or = bz ST
in which occupation.
EFEESEH
@ Labour force People in work and those actively seeking work. = FajhEE: 7EIR+3KER
@ Productivity The output per factor of production in an hour. | £/F%&: &)\NEEERFEH
€ Labour productivity Output per worker hour. FohEEE: SIASH
€ output Goods and services produced by the factors of = F=H: 4RSS
production.
BH
@@ nvestment Spending on capital goods. B85 MEZBHHLZE
@Gross investment Total spending on capital goods. BiE: MEBERSEZH
@ pepreciation (capital The value of capital goods that have worn out mIA: HBXRDER, 23
. or become obsolete.
consumption)
@Net investment Gross investment minus depreciation. BgE. RIgE-IrA
o Negative net investment Areduction in the number of capital goods RS E:. BAAREERED
caused by some obsolete and worn out capital
goods not being replaced. )
N
Key statements uxissic
X MERHEFER: i, Fahh, B, BURAEE, IREKRE rent. wages. interest. profit, Capital
goods A4, consumer goods H3EKHEE; enterprise a4 RIE.
English The four factors of production (land, labour, capital, enterprise) earn rent, wages, interest and profit.
Capital goods are used to produce; consumer goods give satisfaction. Enterprise is the most mobile factor.
J
4116
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Chapter 3 - Opportunity Cost == iz
| sminsmisg

N
&) The meaning of opportunity cost mnzpzmax
e Opportunity cost = the next best alternative forgone, l—/NRE, MBRAEFRMEINE, XNREWRE,
MERUHRFRMKIERE (next best alternative) , EN&%ERYHEHRIFHIB—1 .
o THER — &% - Nafs: REEEE, M—EBNIMHT
(Scarcity) - (Choice) - (Opportunity cost)
o =W OHRHEEPHRMNED (BEFENNMFLN); @ RERFNENPRFIE—, FERFH2E;
G BEBAHIBRFHITE (FE.
o il Gt8): EXF3IF, MREIIESERTRF $15000, HlEAA =3 X $15000 = $45 000,
o il &%) XERKIEMAEINE, NElEZHHE,
o {5l (IHEE#R): |REERT 2 &ERIET $800, MTEATLASE $450, FEEME $100, REIHEMMHNSMAE $450 (2=
REFREIRIER) o
e Economic good BHEHZ, free good i&H. BENFE. BEK. FHIABINSHA: HEARFTUMFINE,
7T $50 WM SR ARIBE L,
Common mistakes 5% - HtAFREH KA
* NEMABHFIRNEE (DENARPRIFH—), TEFMEYRNNE, BTIRRFNSBRA,
* BLiEENE (NFMERIEZEMAY $800) MFMESEBARBEIMN (MNEWEHNTIR) FENSKE.
* JIANBFFFEENEHE: HEBERR, TEXGE LMTREHMEINS,
J
N
&2) Opportunity cost and decision making st xsesm
REE EEEHEMAE
Consumers WNBIR, E7TX—4 economics dictionary SEREEEL S —7; MAMBREMMiEHEL, EFHE
HEE
Workers H—BITEMBES—HBIE, BEWRIE. TEEFHNITEFREE,;, NRBGEHIMD TN IRSRY
IA E, MIRMNEKE LA, BEEB AFRET
Producers E—RtFh T sugar beet BiREEFS; BN BT AEF—MEL, MAERNE~S—M, TLAE
ErrE EAREEFEARAMNE R, FEERERME~=KD
Government FMUEATE: Z7ETE education, HISMAFIEER healthcare THIFL; BREHICRIEMZ L, =
B AR AZE (DERAFMES)
J
s=-k sha
| iesm=
Definitions x5y
@ opportunity cost The next best alternative forgone. MEmA: BEFRIKEE,
RIS RPRFH—1
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Chapter 4 - Production Possibility Curves zms srauciais

| smnsise

N
@) What a PPC shows srmaseians
e Production possibility curve (PPC) t20Y production ciapital goods
possibility frontier / boundary: RRENEZEEFE B2 200-
Fig) 5HEAT, mirmieR~HREHES,
o fil: EHRMEZREZEZEF 200 capital goods 3% 300 PPC
consumer goods, HFHBEHNEZMES,
o EE: BMFEFMEM—M=mItinBEERa N, HEASHEH
£, TE=R.
0 300
Consumer goods
J
)
@) Production points s=s5%=
Capital goods
A k=1 axs4gie
‘ Y On the curve Attainable (FI3A13); ZHEWBERFIA,
0z k£ (Y) efficient
Inside the curve | Attainable (F3%18); &
PC HAZER (X) unemployed/unused resources, ZREEE
o X MFA, inefficient
Outside the curve = Not attainable (RAJ3A#8): MERBERBUE
. > BEEsh (2) =
Consumer goods e Production point: RRIETE (FREFRATEE) E£F-MASE,
J
7
@€E) Movements along a PPC :amsisasianas
Manufactured goods o B%E PPC 135 = BREMM RIEIEHRSZ
4 A_-B fid (reallocation of resources), EBTER
' Agricultural goods +25 opportunity cost,
C I I EIEE e =AY e Opportunity cost of A=what's given
_201 6o b PN LA = 20 units of up + what's gained (BZ47 14 unit
E manufactured goods B SR,
o fil: A— B, agricultural goods +25,
E manufactured goods —20: Z4f= 254
: : R agricultural goods FIHl=AZs = 20 units
0 75 100 of manufactured goods; %4/ 141
w25 M = 20 + 25= 0.8 manufactured
. goods,
Agricultural goods
Common mistakes 5% - &RV HIBFH~R
o NEHARS —M=mE L LiEHE, FEEMIABM=mEE (luxury goods 1810 10, VIEMAE 8
basic goods, & 10).
J
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Chapter 4 - Production Possibility Curves
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~
@) Shiftsina PPC mzpmsasmk
e Shifts of a PPC are caused by changes in the quantity or quality of resources (factors of production). PPC
NEmARR (£EFER) REHREOTRS .
Shift right 5% 2574 Shift left £% 2574
advances in technology BAR#Y FEe widespread floods FSEERRK #memEs
improved education HENE Fe worn out capital goods not REMNE RS ESEEH
better-trained labour BEHEEIEE Fe being replaced e
= ;;;'LJ Kb = =
more fertilisers and better B2 SR E T droughts / heatwaves FTR/WR sE0RS
irrigation mE ( N
o e ret t - #FEHEA F=ik PPC B3
a rise in the retirement age Slem uE .
g Ertiees (28 * afallin unemployment sl TB%:
anincrease in the size of the  ZFENAAIIE (1H45) 1N production point %k (R7ERN, EHZF
labour force / supply of labour we )
more workers coming into the = BZT ABR#FE #n= ¢ achange in consumer preferences JH# &
country RIFL: BERTHRNMERFEE, PPC
an increase in the quantity of RN HIEN %= NHIR
land used N J
e 5% — productive potential #/l = potential economic growth; production point t85#. =H EF=
actual economic growth,
J
N
@) Shape of the PPC szeomsk
Bowed outwards "t Straight line 24
Manufactured goods Pairs of socks
r 3
100
+20
80
+20
60 +10
+10
. > >
S 75 25
Agricultural goods Ties
Increasing opportunity cost: Z&£F=FEH 20 Constant opportunity cost: E%4 7= 10 pairs of socks
manufactured goods, MFFHY agricultural goods @kt EBMFF 20 ties (1 pair=2ties). [RE: resources are
% (25— 75). IR&A: resources are not equally suited equally suited to producing both products,
to producing both products (FRIFHIEIRS ). b
7116
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N
Definitions x5y
a Production possibility A curve that shows the maximum output of PPC: MWHM=miRA~HA
curve (PPC) two types of products and combinations of & (MBERFMEAR)
those products that can be produced with
existing resources and technology.
J
N

Key statements xisms

o Movement along a PPC is caused by the reallocation of resources. The opportunity cost of 1 more
unit of good A = the amount of good B given up + the extra units of A gained.

/B PPC BohRRIREMSE; 247 1D ANHSEA = 5 B +~ Z18FI8 A,

e Shifts of a PPC are caused by changes in the quantity or quality of resources. An increase shifts it

right; a decrease shifts it left.
PPC BohERRMEBHRELWSIHCAY; 1BMNERE, BLER.

€@ On the PPC: attainable, resources are efficiently used.

Inside the PPC: attainable, resources are not efficiently used (unemployed/unused resources).
Outside the PPC: not attainable.
Hizk ERIIR1S, BRBHFA,; thENmIRE, ARBERFA ERNERR) ; HEIIFRIRE,

0 A straight line PPC shows constant opportunity cost, because resources are equally suited to
producing both products. A bowed outwards PPC shows increasing opportunity cost, because
resources are not equally suited.

B# PPCHIEHAFRE, AR REHFESERMSTMG; QAN PPCHIERHAEE, ANRRFERFES,
J
8116
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Unit 5 - Market Equilibrium =6

[mmgmm

parT 1 DEMAND =%

@ Basic concepts Ex#ix

o Demand (£E3K): the willingness and ability to buy a product, FNFEIHR—FT],

« Effective demand (B¥HEK): BLZTEHIZIHNER, RBE. AXFiE, FEFEK. EFFEHN
demand, 15HFLE effective demand,

« Individual demand (MFEXK) 1 — MEBRENEK.

« Marketdemand (Mi7&%K) . —M=RFAEEEENZREM, EBMERN2E2THER, 1Y
aggregation (I2): ZERE—MET, B> ANFREHEEHEM.

Consumer A Consumer B Market

oV
oV
o v&

ME S4B AL 4, BE2->WHRERE=4+2=6 (MHRE A. BEMHEEN)

Price () ConsumerA ConsumerB Market demand

7 2 1 3
4 4 2 6
1 6 3 9

€) Law of demand mxEsE - AERLHSH

e ~
LAW OF DEMAND

The quantity demanded of a product falls when its price rises, and rises when its price
falls, ceteris paribus.

HMEHARTR, FRNELEFH, BRETHE; NMETHE, FRELFH, BERSNEREZEWL (inversely
related) , FRIAERBhZEA T AR
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Unit 5 - Market Equilibrium

o AtA? MRLEAR, BEAZEFET, BEARHEZE
K, FIUFRKRE TR,

« Demand schedule (FX%K) FIHAEMNE THIFER
£, EREFE demand curve: N4 price, 1
quantity demanded,

A&“m’acnon
B R

FOUNDATION ECONOMICS

A\Price

. FERESMEEL - BEBRELBH (movement 2 \
along the demand curve) , BIZZAE AR5l 5 >

O Q1

Qz.
Quan%lty demanded

A = B: extension; B = A: contraction

BEME BJ|REQd BIF (FASZEE) B
falls ¥ rises 1 extension in demand = increase in quantity demanded (Z3R#3K) A->B

rises 1 falls ¥ contraction in demand = decrease in quantity demanded (ZERULZE) B->A

Common mistakes BE 1118 T, Eiii extension in demand / increase in quantity demanded, T#Ei%
increase in demand (FBRHIZLATE) -

€ Shifts of demand FReasissh - HmEZ

o MBLUIMNIEERT K, EE—BEEMETHREPLT, & APrice

S EREBTE
« Increase in demand (EKigm) - #th&a#E (D, -

D2)o S N . N
+ Decreaseindemand (ZEXE1) > #iLE® (D, >

D3)o decrease

D
>

Quantity demanded

BE—M& P T, BRKEZ > H1%; B > E%

0

TIMFRNER (RE)

@ Income » Normal goods (IEE&): WNEM » FTREMN EGEEY; BNELD > FX
BN B G
« Inferior goods ({f#m): WA > FXKEL GEED, BAANE®RES
AL R E BB fRo

© Price of related Substitutes ({5, ATLUEMENE, U tea/ coffee) : BRMKMN > Afl]
products PUEEARF= - AR REM

LEES R SE o Complements (E#hh, —i#2fER, 0 cars/ petrol) : EihGMEM > &= 5@
TR CEEY; TR > BRAEL
© Population o ADHUE: AOH8h0, SEBEEZ > BREM
AB

o Fi%4EH): ageing population (AOZE#) > 3T wheelchairs FEF AR
mmAIFERIEN, 3 toys F) LEARNFBEREL. HEXTHH—,
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Unit 5 - Market Equilibrium FOUNDATION ECONOMICS

@ Tastes and  Advertising (I"%&): FXIIHY advertising campaign BEFZIMA 189 OBKF 1R
fashion 4%, ILEZAREE > FRIEGM

ARSHE @R . Eei. AEENREERE > BREM
o H3BTY. HIAEERRE > FRELD e.g. more people become
vegetarian - demand for meat falls

e Other factors « Weather (KXR): e.g. hot weather - demand for ice cream rises,
R - Expectations (i) : it MUELHN > MERST > IFETRILM

o Special events (%) : e.g. the Olympic Games - demand for hotel
rooms rises.

Common mistakes BHEM1&ZT > quantity demanded T, A& BE); HMEEL > demand &, ¥%
BhZkf5h, 5l petrol Y > cars BJ demand decreases (BIZAETRS).

parT 2 SUPPLY itz

@ Basic concepts Exis

o Supply ({#£4): the willingness and ability to sell a product, *& supply A& F production: $X
STl REETFRER, SREMNWATRERBER.

« Individual supply (M&HL5): —MEFEREL,

o Market supply (Fi7t4R) . —FMr=mAAEE=ENHLS M, B A aggregation: ER—1& T,
BENE BN G EEMAENN.

Firm A Market

'
|- ! »
Ll »

Q Q
M $8ET: ASE4, BE2->mipiHihE =4 +2=6 (HHRE A. BAMEFER)
Price ($) Firm A FirmB Market supply
4 2 1 3
8 4 2 6

© Law of supply s - sz

'd N\
LAW OF SUPPLY

The quantity supplied of a product rises when its price rises, and falls when its price
falls, ceteris paribus.

HMEHATHE, =mMELEA, fhasEH; NETE, HAS TR, HESNERERZEL (directly
related) , FRLUtLARRZ& @A B RFL
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Unit 5 - Market Equilibrium FOUNDATION ECONOMICS

o Ata? Higls, EBXNEREEFEE (more APrice
profitable) , HERERAZEF=mHRIREAS, PRILEFE °
BE%E, N . .

+ Supply schedule (f44%) ERERLZE supply '
curve,

2N il "

'
extengion
A

« FRESMBEN > BEHMAHMEEE, AR E,

>

Q . .
Quantity supplied

O Q1

A = B: extension; B = A: contraction

BEME HAEQs  BIF (FH5EER) Erh
rises 1 rises 1 extension in supply = increase in quantity supplied ({#4313K) A->B
falls ¥ falls contraction in supply = decrease in quantity supplied ({££5Uk45) B->A

Common mistakes BE#1& LF, Eii extension in supply / increase in quantity supplied, &g
increase in supply (BBRHHZ&HETE).

€@ Shifts of supply f#esisa - BHEZE

o MMBLUIMIRRZ K, EE—BRENBTHATTT, B APrice

SAAEBT, =N
« Increase in supply ({#£531%00) - &G (S, >

S2)o Neeoooo A A
« Decreasein supply (ff258)) > #HLER (S, > _

s.), incredse

>

Quantity supplied
BE—t& P T, HAEESZ > Gi%; ED > £

0

TIMRANER (RE)

@ costsof - EEERNOK (BN, TA. B8H%) LA > BELA > A
production CE=; T - fatEm

i’t ;ﬁi) (&AL B . productivity (477%) 125 - unit cost (B = total cost + output)
C T > HEEN G, THELK, BEEXELHRS > BUMEFRE
> HAFRE,
o Technology (K): improvements in technology > £~=E#R. HAER
- A1
« Taxes (%) : FFEVERAEZ FIBINMLAS, indirect taxes ([E#ZH:, 40
VAT. excise duty) {EWEHES > i) GEZD; it > HaEM
+ Subsidies (M) : BUFAEFENER, HZFREEMZS > HLGIEM
G, BUEMNE > HAE) CEEE
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Unit 5 - Market Equilibrium

e Weather and
health of
livestock / crops

R HENRIEN
fERR

e Prices of other

products
Hith™= mpyfi&

o Natural disasters

and wars
BARARESHS

e Discoveries and
depletion
A S & ELE

FOUNDATION ECONOMICS

FRS. FUW > KRE=GAEAREN
Hok. F2. B (e.g. foot and mouth disease, potato blight) - {448
b

Competitive supply (FFMMLR) . EF=BET UK~ M. e.g. lamb 3K
N> REZFE. LFEF > beef HAR) CEED

Joint supply (BX&1H4): HFr=m—iEEr=H¥, e.g. beef Fi. =i
N > &R (hides) B9HLAtBIEN

BT . B, KRHE > #HARD e.g. the 2011 earthquake in Japan

RIFHEIR (e.g. new oilfields) - HLA1EH0
#RIFF5E (e.g. coal mines used up) -> 45 GEES

[ Common mistakes piZA EF. M. BUAEHMY > R, BAER (FRE%). FREUFSBML

Bk, RIRt—1%,
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FOUNDATION ECONOMICS

parT 3 MARKET EQUILIBRIUM 73yt

@ Equilibrium & disequilibrium ##5F%

« Market equilibrium (f33739%) . FRMHELES. F
HRZR AN LR BIZERIR = E JRTE equilibrium price (Pe)
# equilibrium quantity (Qe),

o HEMNRBI market clearing price: XPMME T AT
R, HEHERER,

 Market disequilibrium (FF17R15%7) :
%, sHILERISFERR,

FRMELFE

jPrice

surplus i3 F

_________________________________

shortaée FEER

.

>

Qe .
Quantity

WA RIFNIGERER B M A Lk 2 (B KFRER

€ Surplus, shortage & return to equilibrium E#. g 5EEE

s TS (P.)

45 > TR > excess supply (surplus, &

HR

)
ELifE PmERE > £=ERN
BEILIEED  FK extension, fi#£4 contraction
=] MIEEE Pe, FK =
Bl MBRERM LRI ENE

Price ($) Qd Qs SR

20 400 1600  surplus 1200

18 480 1200 surplus 720

16 600 600 equilibrium

14 800 480  shortage 320

12 1200 320  shortage 880

MR RAE R Cambridge University Press - {R{tF 33557

fgETaEHE (P.)

TR > 45 > excess demand (shortage, %2

R)

HEELARD > Nigwkias

ZE3K contraction, fi45 extension

M iZEIEI %

{H44

75=A >

[

Common mistakes

- EFYERISIER, LB, REE
EMFHEEED (7 KkaURSE)

o I / FEHHIEE = Qs - Qd X Qd -
Qs, EMEHE, FENMKE.

14716
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lia

ERE

Definitions #&EX (241)

23Rk Demand

® 06 ©¢ 6 6 6000©C

©

@
12

Ceteris paribus
Demand
Individual demand

Market demand

Extension in demand

Contraction in demand

Increase in demand

Decrease in demand

Normal goods

Inferior goods

Substitutes

Complements

148 Supply

®
®

©
©
Q

Supply

Individual supply

Market supply

Extension in supply

Contraction in supply

All other factors being unchanged.
The willingness and ability to buy a product.
The demand from just one consumer.

The total demand for a product (from all its
consumers).

A rise in the quantity demanded caused by a
fall in the price of the product itself.

A fall in the quantity demanded caused by a
rise in the price of the product itself.

A rise in demand at any given price, causing
the demand curve to shift to the right.

A fall in demand at any given price, causing
the demand curve to shift to the left.

A product whose demand increases when
income increases and decreases when
income decreases.

A product whose demand decreases when
income increases and increases when
income decreases.

A product that can be used in place of
another product.

A product that is used together with another
product.

The willingness and ability to sell a product.

The supply of a product from just one
producer.

The total supply of a product (by all its
producers).

A rise in the quantity supplied caused by a
rise in the price of the product itself.

A fall in the quantity supplied caused by a
fall in the price of the product itself.

MR RAE R Cambridge University Press - {R{tF 33557

FOUNDATION ECONOMICS

HthFZ AL

wK. BE + BREHE

MEEK:
HiHEK:
TRy K
/I\

ERULE:
N%

FoRIEHN:

FRAL:

—NERE

FREEEEMS

BEERMN > FRE

BN > FRE

B ATS

HIZL RS

ERE: B BR

fRtmm: WA JBXRY

BHRE: KEER

BihGh: —iEfER

s BE + BReHE

Mifits:

mhipfits:

Ly iK:
/I\

izl e
N2

—MNEFE

FREEFEME

BEKN > HeE
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@ Increase in supply A rise in supply at any given price, causing HLA180: Hhgais
the supply curve to shift to the right.

@ Decrease in supply A fall in supply at any given price, causing Heg L thkE
the supply curve to shift to the left.

¥ Equilibrium

€ Market equilibrium A market situation where demand and supply w9 TR = {#44
are equal.

€@ WMarketdisequilibrium A market situation where demand and supply ~ HHFE: BR = #48
are not equal.

Equilibrium price The price where demand and supply are WENEE: =R = (HARBINE
equal.

demand.

Excess demand The amount by which demand is greater than BZiER (§5fk) . =K > {H44
(shortage) supply.

@ Excess supply (surplus) The amount by which supply is greater than BRI IR : > =3k

Summary #EE=

o Law of demand: quantity demanded falls when price rises and rises when price falls, ceteris
paribus. Law of supply: quantity supplied rises when price rises and falls when price falls,
ceteris paribus.

BRER: M FREV; HATE: MR #HEE+ HMFERE),

e A change in the price of the product itself causes a movement along the demand / supply
curve (extension or contraction).
FmESMMEEL > A& (FKIW4E) .

e A change in any other factor causes a shift of the curve: an increase shifts it right, a decrease
shifts it left.

HFERZ > sth&isn: Ena, Bl EB.

o Equilibrium price is where demand equals supply.
EREFHABNIEMZIIE M1

e Above equilibrium price there is a surplus and price falls; below it there is a shortage and price
rises, until demand equals supply.
BFHENE: IE, MERTRE, KFSHENE: B8R, MRLEH, BEIERETMHEA,
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