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Name of theme block: MICROECONOMICS

SUPPLY & DEMAND

How to Understand Supply and Demand?

Description of a problem:

Many people get confused about why prices for goods, like apples, go up and down. Some don’t understand
how supply (how much is available) and demand (how much people want something) work together to
change prices. This confusion can make it hard to understand how markets work in real life.

Case Study 1:

Let’s look at a simple example to explain how supply and demand affect prices:

1. Normal Situation (Equilibrium): A farmer brings 100 apples to the market, and customers buy all 100
apples at $1 each. The price of $1 works perfectly because it matches how many apples the farmer
has to sell with how many customers want to buy.

2. Supply Increases (More Apples): The farmer has a great harvest and now brings 150 apples to the
market. But there aren’t more customers—just the same number. To sell the extra apples, the farmer
lowers the price to $0.80 each. This lower price encourages more people to buy, so all 150 apples are
sold.

3. Supply Decreases (Fewer Apples): The next year, a storm damages the apple crop, and the farmer
only has 50 apples to sell. But the number of customers is still the same. Since there are fewer apples,
the farmer raises the price to $1.50 each. Customers are willing to pay the higher price because apples
are now harder to get.

Connected links

1. https://www.khanacademy.org/economics-finance-domain/microeconomics/supply-demand-

equilibrium
https://www.investopedia.com/terms/I/law-of-supply-demand.asp

3. https://www.econlib.org/library/Topics/College/supplyanddemand.html
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4. https://www.britannica.com/money/supply-and-demand

References

1. https://russroberts.info/classroom resources/supply-and-demand-introduction/

2. https://www.thoughtco.com/supply-and-demand-practice-questions-1146966

3. https://mises.org/mises-wire/problems-mainstream-theories-supply-and-demand
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Name of theme block: MICROECONOMICS

PRODUCER THEORY

How Businesses Decide the Best Quantity to Produce

Description of a problem:

Many businesses face the challenge of figuring out how much of a product to produce to make the most
profit. If they produce too little, they miss out on sales and potential profit. If they produce too much, they
waste money on unsold products, which increases their costs. This balancing act is at the heart of producer
theory—finding the quantity of output that maximizes profit by carefully managing production costs and
revenue. Not understanding this can lead to losses and inefficiency for businesses.

Case Study 2:

Let’s look at a clothing company that produces and sells t-shirts.

1. Costs and Selling Price:
The company makes each t-shirt at a cost of $5 (this includes the costs of materials, labor, and
overhead). They sell each t-shirt for $10, which means they make $5 profit per t-shirt sold.

2. Challenges of Underproduction:
If the company produces only 50 t-shirts, they might sell them all quickly and earn $250 in profit.
However, by producing too few t-shirts, they miss out on the chance to sell more and make more
profit. Customers who want to buy the t-shirts are turned away because there isn’t enough stock.

3. Challenges of Overproduction:
If the company produces 200 t-shirts, but only 100 are sold, they make $500 in sales, but they have
100 unsold t-shirts sitting in storage. The cost to produce these extra 100 t-shirts is $500 (100 x S5),
and since they don’t sell, this money is wasted, lowering the company’s overall profit.

4. Finding the Right Balance (Profit Maximization):
After analyzing the market, the company realizes that producing 100 t-shirts is the ideal quantity. At
this level, they can sell all 100 t-shirts, earning $500 in profit (100 t-shirts x $5 profit per shirt). There
are no extra t-shirts left in storage, so production costs and revenue are perfectly balanced to
maximize profit.
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Connected links

1. https://www.investopedia.com/terms/p/producer surplus.asp

2. https://www.econlib.org/library/Topics/College/costsofproduction.html

3. https://ocw.mit.edu/courses/14-01sc-principles-of-microeconomics-fall-2011/pages/unit-3-

producer-theory/

References

1. https://medium.com/@atmadipg/producer-theory-how-do-producers-think-about-producing-
1060012c6513

https://pressbooks.bccampus.ca/uvicecon103/chapter/7-1-building-producer-theory/

3. https://www.youtube.com/watch?v=rnEFtyMzjOo
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Name of theme block: MICROECONOMICS

MARKET STRUCTURES

How to Distinguish Between Monopolies and Oligopolies?

Description of a problem:

People often find it difficult to tell the difference between monopolies and oligopolies because both involve
limited competition. A monopoly exists when one company controls the entire market, while an oligopoly has
a few large firms dominating the market. Understanding how to distinguish between these two helps people
grasp how pricing, competition, and consumer choices differ in each scenario.

Case Study 3:

1. Monopoly (One Seller): Imagine a city where there’s only one company providing water to all
households. This company controls the entire market because no other firms are allowed to compete.
As a result, the company can set high prices, and customers have no choice but to pay because they
need water. There’s no competition to drive prices down or improve services. This is a monopoly—a
market where one firm has complete control over supply and pricing.

2. Oligopoly (Few Sellers): Now, think about the soft drink industry, where just a few big companies like
Coca-Cola and Pepsi dominate. These two companies have most of the market share, and while they
compete with each other, they still control prices in the market. Sometimes, when one raises prices,
the other might do the same to maintain profits. This is an oligopoly, where a few firms dominate the
market, and their actions heavily influence pricing and competition.
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Connected links

1. https://www.investopedia.com/ask/answers/121514/what-are-major-differences-between-

monopoly-and-oligopoly.asp

2. https://www.toppr.com/guides/business-economics/meaning-and-types-of-markets/types-of-

market-structures/

3. https://kstatelibraries.pressbooks.pub/economicsoffoodandag/chapter/ unknown -5/

4. https://www.diffen.com/difference/Monopoly vs Oligopoly

References

1. https://www.khanacademy.org/economics-finance-domain/ap-microeconomics/imperfect-

competition/monopolistic-competition/v/oligopolies-and-monopolisitc-competition

2. https://siecon3-607788.c.cdn77.org/sites/siecon.org/files/media wysiwyg/298-vitaletti.pdf

3. https://www.youtube.com/watch?v=p0sm6CxXwIE

Funded by the European Union. Views and opinions expressed are however those of the author(s) only and
do not necessarily reflect those of the European Union or the European Education and Culture Executive
Agency (EACEA). Neither the European Union nor EACEA can be held responsible



https://www.investopedia.com/ask/answers/121514/what-are-major-differences-between-monopoly-and-oligopoly.asp
https://www.investopedia.com/ask/answers/121514/what-are-major-differences-between-monopoly-and-oligopoly.asp
https://www.toppr.com/guides/business-economics/meaning-and-types-of-markets/types-of-market-structures/
https://www.toppr.com/guides/business-economics/meaning-and-types-of-markets/types-of-market-structures/
https://kstatelibraries.pressbooks.pub/economicsoffoodandag/chapter/__unknown__-5/
https://www.diffen.com/difference/Monopoly_vs_Oligopoly
https://www.khanacademy.org/economics-finance-domain/ap-microeconomics/imperfect-competition/monopolistic-competition/v/oligopolies-and-monopolisitc-competition
https://www.khanacademy.org/economics-finance-domain/ap-microeconomics/imperfect-competition/monopolistic-competition/v/oligopolies-and-monopolisitc-competition
https://siecon3-607788.c.cdn77.org/sites/siecon.org/files/media_wysiwyg/298-vitaletti.pdf
https://www.youtube.com/watch?v=p0sm6CxXwlE

a **,* Co-funded by £— Econbmy
PO the European Union 2023-1-ES02-KA210-YOU-000114522 .

Name of theme block: MICROECONOMICS

INCOME DISTRIBUTION

How Does Income Redistribution Work?

Description of a problem:

Many people don’t understand how the government helps low-income individuals by redistributing money.
Redistribution takes money from wealthier people (through taxes) and helps those with less money (through
benefits). This is done to reduce inequality and give everyone better opportunities.

Case Study 4:

Imagine you are in charge of a small town called Fairville. In Fairville, some people earn a lot of money, while
others struggle to get by. Here’s how you can use income redistribution to help the town:

Step 1: Collecting Taxes People who earn more money pay higher taxes. For example:

e A person who earns $100,000 a year pays $20,000 in taxes.
e A person who earns $20,000 a year only pays $2,000 in taxes.

Step 2: Using Taxes to Help Others The money collected from taxes is used to help people who need it most.
For example:

e The town provides free school lunches for children from low-income families.
o |t offers free healthcare services to those who can’t afford medical bills.

Step 3: The Result By redistributing money, Fairville helps make sure that people who earn less still have
access to important services like food and healthcare, even though they can’t afford them on their own.
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Connected links

1. https://lawreview.uchicago.edu/sites/default/files/02%20Hemel.pdf

2. https://www.econlib.org/library/Enc/Redistribution.html
3. https://social.desa.un.org/sites/default/files/publications/2023-03/SD-
Brief 9 Who gets what 2.pdf

References

1. https://www.tutorchase.com/notes/ib/economics/2-7-6-redistribution-policies

2. https://www.hbs.edu/ris/Publication%20Files/SSRN-id3143887 da040d85-3d9a-4f75-a880-
34ed102882cl.pdf
3. https://study.com/academy/lesson/inequality-the-distribution-of-wealth-government-

policies.html
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Name of theme block: MICROECONOMICS

GAME THEORY

How to Use the Prisoner’s Dilemma to Make Smart Choices

Description of a problem:

Most people don’t know what the Prisoner’s Dilemma is or how it can help them make better decisions. It’s
a situation where two people (or businesses) must decide whether to compete or cooperate, and what each
person does affects the other. Most people don’t realize that cooperating with others can sometimes lead to
better outcomes than trying to compete. Understanding this can help avoid decisions that lead to worse
results for everyone involved.

1.

Case Study 5:

Imagine you own a café, and there’s another café across the street. You’re both thinking about lowering your
prices to get more customers.

The Situation:

If both cafés lower prices, you'll get more customers, but you’ll also make less money because of the
lower prices.

If only you lower prices, you might get all the customers and make more money.

If neither of you lower prices, you both keep the same customers and profits.

Using the Prisoner’s Dilemma:

Think about what the other café might do. They’re facing the same choice as you.
If both of you lower prices, you both lose some profit.
If only one of you lowers prices, that café wins by getting more customers.

Decide:

If you lower prices, they might do the same, and both cafés could lose money.
But if you both keep prices the same, you both keep your profits steady. This is where cooperation is
better than competing.
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Connected links

1. https://www.khanacademy.org/economics-finance-domain/ap-microeconomics/imperfect-

competition/oligopoly-and-game-theory/v/prisoners-dilemma-and-nash-equilibrium

2. https://www.investopedia.com/terms/p/prisoners-dilemma.asp

References

1. https://www.simplypsychology.org/game-theory.html

2. https://www.psychologytoday.com/gh/blog/darwins-subterranean-world/202112/the-prisoners-

dilemma-in-everyday-life
3. https://atticaspirit.gr/wp-content/uploads/2022/02/%CE%B7-
%CE%94%CE%B7%CE%BCY%CE%BF%CF%83%CE%AF%CE%B5%CF%85%CF%83%CE%B7.pdf
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