The price system and the microeconomy
A-Level Economics - Vocabulary in context

Word

Example

@ demand /di'maend/

0 price /prais/

# quantity demanded
/'kwontiti di'meandid/

My demand curve /di'mendks:v/
> shift /ey

4— determinants /dr'tzmmonts/
income /mkam/

substitute /'sabstitju:t/

@
ﬁ
s‘;; Complement /'’komplimant/
ﬁ consumer /ken'su:ms/

market demand /'mackit di'meend/

O
@ utility /ju'tiniti/
+

marginal utility
/'ma:dzmnl ju:'tiliti/

Hot weather increases the demand for ice cream.

The price of a coffee is £3.
£3

Quantity demanded is how much people buy at one

price.

A demand curve slopes down: people buy more
when the price falls.

A rise in income will shift the demand curve to the
right.

Income and tastes are determinants of demand.

Wages are income received over time.

Tea is a substitute for coffee.

Ink is a complement to a printer.

A consumer buys goods for their own use.

Market demand is the demand of all buyers added
together.

Utility is the happiness you get from using a product.

Marginal utility is the extra happiness from one
more unit.
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diminishing marginal
utility /di'mmiip 'ma:dzml ju'tiliti/

supply /so'plar/

producers /pra'dju:saz/

quantity supplied
/'kwontiti sa'plaid/

proﬁt /'profit/

supply curve /so'plarks:v/

costs of production
/kosts pv pra'dakfn/

subsidy /'sabsidi/

firms /faxmz/

market supply /'mackat sa'plar/

price elasticity of demand

/prazs 1lee'stisiti pv di'maend/

elastic /1'laestik/

The third ice cream is less fun than the first:
diminishing marginal utility.

A new bakery increases the supply of bread.

Producers make goods to sell.

Quantity supplied rises when the price rises.

If sales are bigger than costs, the firm makes a profit.

A supply curve slopes up: firms sell more when the
price rises.

Wages and materials are costs of production.

A subsidy is money from the government that lowers
a firm’s costs.

Many firms sell phones.

Market supply is the supply of all firms added
together.

Price elasticity of demand shows how much
demand changes when the price changes.

Demand is elastic when a small price rise causes a big
fall in sales.
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inelastic /mr'lestik/

unit elastic /junit r'lestik/

perfectly inelastic
/'p3:fektlr mr'lestik/

perfectly elastic /psfektlrlestik/

necessity /no'sesiti/

luxury /lakferi/

Point elasticity /pomnt 1le'stisiti/

total revenue /‘tsotl revenju:/

Governments /'gavanments/

income elasticity of

demand /'tgkam 1lee'stisiti bv di'meend/

normal good /noml god/

Demand is inelastic when a price rise causes only a
small fall in sales.

Demand is unit elastic when sales and price change
by the same percentage.

Demand is perfectly inelastic when sales do not
change at all with price.

Demand is perfectly elastic when any price rise loses
all sales.

Bread is a necessity: people still buy it when prices
rise.

Holidays abroad are a luxury: people buy many more
as they get richer.

Point elasticity measures elasticity at one exact
price on the demand curve.

Price times quantity sold gives total revenue.

Governments collect taxes and spend money on
schools and roads.

Income elasticity of demand shows how demand
changes when income rises.

Fresh fruit is a normal good: people buy more as
income rises.

‘Word

Example

@. inferior gOOd /m'fraria god/

&«

=5 cross elasticity of demand

/kros 1lae'stisiti pv di'maend/

$ price elasticity of supply

/pras 1lee'stisiti pv sa'plar/

(O spare capacity /speske'pasiti/

&

stocks /stoks/

momentary /'mavmantari/

short run /f:tran/

long run /ioyran/

equilibrium /,ixwr'libriem/

O & OB 6 o

equilibrium price

/ ikwr'libriam prars/

# equilibrium quantity

/,izkwr'libriam 'kwontiti/

(‘A)) signalling /'signaly/

Cheap bread may be an inferior good: people buy
less as income rises.

Cross elasticity of demand shows how the price of
tea affects demand for coffee.

Price elasticity of supply shows how much supply
changes when the price changes.

A factory with spare capacity can make more
without new machines.

The shop keeps stocks of goods in the back room.

In the momentary period, firms cannot change
output at all.

In the short run, a firm cannot build a new factory.

In the long run, a firm can change everything, even
its factory.

At equilibrium, the amount people want to buy
equals the amount for sale.

At the equilibrium price, the amount wanted equals
the amount for sale.

The equilibrium quantity is the amount bought and
sold at the equilibrium price.

A degree is a form of signalling: it shows employers
your skills.
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rationing /'reefoniy/

incentive /m'sentv/

disequilibrium / dusizkwr'libriam/

excess demand /ek'ses dr'mend/

shortage /f:tidz/

excess Supply /ek'ses sa'plar/

product markets

factor markets

wage /weids/

foreign exchange market
/'foran eks'tferndz 'mackit/

exchange rate /eks'tfemnds reit/

Joint demand /dzomt di'meend/

High prices act as rationing: only those who can pay
get the good.

Profit is an incentive for firms to make what people
want.

In disequilibrium, there is either a shortage or a
surplus.

Excess demand means people want more than is for
sale, so queues form.

When tickets are cheap, there is a shortage: not
enough for everyone.

At a high price there is excess supply: goods are left
unsold.

In product markets, households buy goods and
services from firms.

In factor markets, firms hire workers and rent land.

Her wage is the money she gets for each hour of work.

On the foreign exchange market, people swap one
money for another, such as dollars for yuan.

The exchange rate is the price of one currency in
another.

Cars and petrol are in joint demand: people buy
them together.
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73 Alternative demand

/a:l'tamativ di'maend/

Co Derived demand
/di'rarvd di'maend/

939 Joint supply /dzomnt sa'plar/

@ consumer surplus

/ken'surma 's3:plas/

A producer surplus
/pra'dju:sa 's3:plas/

o welfare /'welfea/

Butter and margarine are in alternative demand:
people buy one or the other.

The demand for builders is a derived demand: it
comes from the demand for new houses.

Beef and leather are in joint supply: one cow gives
both.

If you would pay £10 but pay only £8, your
consumer surplus is £2.
£10 £8
£2

Producer surplus is the extra a seller gets above the
lowest price they would accept.

‘Welfare means how well off people are.
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