Basic Economic Concepts
AP Macroeconomics - Vocabulary in context

Word

Example

B Economics / itka'nomiks/

(') scarcity /'skesstti/

resources /ri'zosiz/

@ factors of production
/'feektoaz v pra'dakfn/

) labor /lebs/

C)

(o] capital /kepil/

Q entrepreneurship
/ putripra'njuafip/

Aﬂ trade-offs /treid ofs/

@ market economy

/'mazkit 1'kpnomi/

D

command economy

/ka'maend 1'konami/

@ mixed economy /mikst 'konomi/

Economics studies how people choose to use limited
resources.

Scarcity means we cannot have everything we want.

Animals compete for resources such as food and
water.

Land, workers and machines are factors of
production.

N

Factory workers provide labor.

Machines and buildings are capital.

Starting your own shop takes entrepreneurship.

Every choice has trade-offs: more time for games
means less time for study.

In a market economy, prices decide what is made.

In a command economy, the government decides
what to make.

In a mixed economy, both the government and
private firms provide goods.
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Word Example
<__) opportunity cost The opportunity cost of a holiday is what else you
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/ppa'tjuniti kost/

production possibilities
curve (PPC)
/pra'dakfn posa'bilitiz ka:v/

economic growth
/,ika'nomik grav/

absolute advantage
/'ebsalu:t ad'veentidz/

comparative advantage
/kem'peerattv ad'vaentidz/

terms of trade /tammz v treid/

Demand /di'mend/

law of demand /i: ov di'mend/

substitutes /'sabstitju:ts/
complements /komplmonts/

quantity demanded
/'kwontrti di'maendid/

normal good /noml god/

could have bought.

A production possibilities curve (PPC) shows
the most a country can make of two goods.

Economic growth means the economy makes more
each year.

A country with absolute advantage makes more
with the same resources.

A country has a comparative advantage in what it
gives up least to make.

The terms of trade improve when export prices rise
faster than import prices.

Demand for umbrellas rises when it rains.

The law of demand says people buy less when prices
rise.

Tea and coffee can be substitutes.

Printers and ink are complements: you need both.

Quantity demanded is how much people buy at one
price.

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

@. inferior good /mn'fierie gud/ Cheap bread may be an inferior good: people buy
less as income rises.

Cb Supply /so'plar/ Supply of strawberries rises in summer.
K_I:A law of supply /b ovse'pla/ The law of supply says firms sell more when prices
rise.
% subsidies /sabsidiz/ The government pays subsidies to farmers.
# quantity supplied Quantity supplied rises when the price rises.
/'’kwontiti sa'plaid/
m Equilibrium /ikw'libriom/ At equilibrium, the amount people want to buy

equals the amount for sale.
@. surplus /'ssplas/ A surplus of apples makes their price fall.

@. shortage /f:tids/ When tickets are cheap, there is a shortage: not
enough for everyone.
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