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A. Types of unemployment

1. Frictional unemployment

Frictional ! refers to
transitioning between jobs.

caused by the normal process of workers

This is voluntary unemployment’.

Cause: Frictional unemployment exists because it takes time for workers to search for jobs that best suit their
preferences and skills. Some workers leave their jobs voluntarily over the short term to search for new
jobs.

2. Structural unemployment

Structural unemployment” refers to long-term unemployment caused by the mismatch between
unemployed persons and job vacancies that results from structural changes in an economy.

This is considered a form of involuntary unemployment", as affected workers are willing to work but lack the
qualifications or opportunities to do so.

Cause: When an economy undergoes structural changes, some industries decline while some others grow. For
example, in the 1980s, the manufacturing industry declined and the financial industry prospered in
Hong Kong. The demand for workers also changes as a result. If the displaced workers and new job
openings do not align in terms of the required skills, age or location, structural unemployment results.

3. Cyclical unemployment

Cyclical unemployment’ is unemployment caused by economic fluctuations in the business cycle.
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Overall balance of payments

1. Meaning

Overall balance of payments' is an economy’s balance of transactions
with the rest of the world during a specified period, excluding the
transactions of the central bank (i.e., change in reserve assets).

Current account Capital account _ Change in financial

Overall BoP =
balance balance non-reserve assets

Overall BoP may NOT be balanced.
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Graphical illustration $ () Determining

monopoly profit MC

Refer to Fig. 19.4.

@ Searching the
monopoly price,

@ When the MR curve intersects the MC curve at Point E, AC
the corresponding output will be the profit-maximising "
output (Q_). Py — .

® ALQ,, the monopolist will search for the price on the [ \
demand curve (i.e., Point F). At Point F, the corresponding " ; MR D a
price is the monopoly price (P,,). Q

m
€ Profit-maximising output
where MR = MC

Fig. 194 Determining Q,,, P, and monopoly profit
under simple monopoly pricing

At Q,,,, the average cost is 0A. The monopoly profit can
be shown as yellow area [= (P — AC) x Q]
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In conclusion,

PPP exchange rate of Currency A
against Currency B

Price of a basket of goods in Currency B
Price of the same basket of goods in Currency A

If the market exchange rate of Currency A is larger (smaller) than its PPP exchange rate, Currency A is
overvalued (undervalued).
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. e @ Find the price and quantity transacted before and after tax
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(@) Suppose the govemment imposes a unit tax of $2. }IE J:,_ g g ap
Chapter 14  Government intervention (II): Unit tax and unit subsidy Unit price ($) 1 2 3 4 5 6 H I:

nps =5 . Quantity demanded (units) 50 45 40 35 30 25
AX 52 ?EE 2 E_THDF?@T‘:F‘ YH& E — A. Unit tax i ik
ﬂﬁ%ﬁ r;%%IE @}E ’ - @ Find the new supply schedule after tax Stage 1 L = = = = = =
i{?%‘ " I Bn Eg ,%ﬁ (a) Suppose the government imposes a unit tax of $2.
- 305 IhEEIHEE FTIEHE ~ i0S #1 Android 12 EEE Unit price (5) 1 2 3 4 s Before tax:  Marketprice =S : Quantity transacted = wnits
Quantity demanded (units) 20 35 30 25 20 Aftertax:  Market price =S : Quanti od= i
. e — R4 KAIRFHER AN - : . EEEEEmEEm e
* i% Apple Pencil %E i (b) Suppose the government imposes a unit tax of $4.
E r Unit price ($) 10 1 12 13 14 15 16
Quantity demanded (units) 130 [ 120 [ 110 [ 100 | 90 | so [ 70
\ (b) Suppose the government imposes a unit tax of $3. Quantity supplicd (units) 90 | w0 [ 10 | 120 [ 130 | 140 | 150
oo CI C b t K h t‘ gﬂngilﬁl‘i Unit price (5) 10 n 12 13 14
=n¥ 5 ¥ I ¥ k a SS o m a oo == /R LA |-\ Quantity demanded units) | 110 | 100 | 90 s | 70
a & Quantity supplied (units) 70 80 %0 | 100 | 110 Before tax:  Market price =S : Quantity ransacted = anits

After tax:  Market pricc=$ : Quantity transacted = units

(

e

Suppose the government imposes a unit tax of $6.

(c) Suppose the government imposes a unit tax of $2. Unit price ($) 2 4 6 8 o | 12 | u
223417 %N — Quantity demanded (units) 14 13 12 1 10 9 8
: Unit price ($) 2 4 6 8 10 (G iy e () s | 10 | 12| 14| 16 | 18| 20
When the demand for steel heaters E" E Quantity demanded (units) 26 25 24 24 23
increases, the quantity demanded of B Quantity supplicd (units) 20 22 24 26 28
steel decreases. 1
. E Before tax:  Market price =§, ; Quantity transacted = units "
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v FEITEE (MiSZF TIE4R) Pre-class Learning (with Video Worksheet)

e €3 edpuzzle [§Goodle gffmsrorms EXD)
SR B v HEBKHE Teaching Plans

ACEEES v HEBEE PowerPoint
v FEEZE Answers to Exercises
« DSE 54 DSE Analysis

v HEMIREFR4 Teacher’'s eBook ED
v BAPREFERA Student’s eBook ED

E iy « 7K Textbook wm / = Goodnotes [EX1)
In-class v BEHE In-class Exercises BS99 ggs Forms

v REHE Class Combat Kahoot! E
v BEIXRZZEHE R4 NSE Worksheets

v EB#ER i-Graphs
v 1% MCQ After-class MCQ BS9ge Tg Ms Forms
o v QRHF—EE QR Code List ED

Rk v EE T {E4 Consolidation Worksheets
After-class A N .

v BB 550 Revision Notes

v FE/MEIG Exam Skills €
v BREFM (EFHR) Online Study Guide

v BEIREEE (M A EES) S AEss
Online Question Bank (with Al Question Picker) &2

v FESSRENNGRAR Exam Kit Plus €3
v BFEFERE Current Issue Questions RAEH
s v EXEFESE DRQ
ASSESSERE v 1B E Mock Exam Papers
v BEEZST(E Term Test @
v &b+ E3I% Calculation Drilling Gl word B$05e Gigjvs Forms EX)
v 1E#EE Pre-mock Exam
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