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WHAT IS ECONOMICS

Economms is the study of peopIe in the ordinary busmess of life.
- —Alfred Marshall'
Economics is the science which studies human behavior as a relatzonshxp between
given ends and scarce means which have alternative uses.
— Lionel Robbins*
Economics is "the study of how societies use scarce resources
to produce valuable commodities and distribute them among dif-
ferent people".

— Paul A. Samuelson®

The word economy comes from the Greek word for "one who
manages a household." At first, this origin might seem peculiar. But in
fact, households and economies have much in common.

A household faces many decisions. It must decide which members of the house-
hold do which tasks and what each member gets in return: Who cooks dinner? Who does

—

. Alfred Marshall(1842-1924), born in Bermondsey, London, England, became one of the most influential economists of
his time. His most famous work is Principles of Economics (1890).

2. Lionel Robbins (1898-1984), a British economist. He is known for his proposed definition of economics, and for his in-
strumental efforts in shifting Anglo-Saxon economics from its Marshallian direction.

3. Paul Anthony Samuelson (1915-) is an American neoclassical economist known for his contributions to many fields of e-
conomics, beginning with his general statement of the comparative statics method in his book Foundations of Economic

Analysis (1947 ).
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the laundry? Who gets extra dessert at dinner? Who gets to choose what TV show to
watch? In short, the household must allocate its scarce resources among its various mem-
bers, taking into account each member's abilities, efforts and desires.

Like a household, a society faces many decisions. A society must decide what jobs
will be done and who will do them. It needs some people to grow food, other people to
make clothing, and still others to design computer software. Once a society has allocated
people (as well as land, buildings, and machines) to various jobs, it must also allocate the
output of goods and services that they produce. It must decide who will eat caviar and who
will eat potatoes. It must decide who will drive a Porsche' and who will take the bus.

The management of society's resources is important because resources are scarce.
Scarcity means that society has less to offer than people wish to have. Just as a household
cannot give every individual the highest standard of living to which he or she might aspire.

Economics is the study of how society manages its scarce resources. In most soci-
eties, resources are allocateds not by a single central planner but through the combined ac-
tions of millions of households and firms. Economists therefore study how people make de-
cisions: how much they work, what they buy, how much they save, and how they invest
their savings. Economists also study how people interact with one another. For instance,
they examine how the multitude of buyers and sellers of a good together determine the
price at which the good is sold and the quantity that is sold. Finally, economists analyze
forces and trends that affect the economy as a whole, including the growth in average in-
come, the fraction of the population that cannot find jobs, and the rate at which prices are
rising.

(Words: 378)

1. economy [i:'kpnemi] n.

the system or range of economic activity in a country,

region or community 2 54k ; B K | 3 X R BE 09 255

R R AR

2. household ['haushauld] n. a social unit living together — KA ; K £

3. origin['orrd3in] n. the point at which something comes into existence or
from which it derives or is derived. 2% ; E 4 44 412
RALIR R IRATF 4G 45 5

4. peculiar [prkju:ljs] adj. unique or specific to a person or thing or category 4 4%
895 F 4G ;4 2k Y

1.Porsche: a German famous automobile brand owned by the Porsche and Piech families. In Chinese it is called“fmt4E”.
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5. laundry ['lo:ndr1] n. garments or white goods that can be cleaned by
laundering; workplace where clothes are washed and

ironed &3t 49 RAR ; o RJE ; A R4 69 w7

6. dessert [d1'za:t] n. a dish served as the last course of a meal £&-/& 4%,
7. allocate ['eeloukert] v. distribute according to a plan or set apart for a special
purpose 47k ; 2Bt
8. resource[r1'so:s] n. (often in plural form) an available supply that can be
drawn on when needed.(# A W X ) KR ; EEot~T
AR BAL R 6 4% B ‘
9. caviar ['keevia:] n. salted roe of sturgeon or other large fish; usually served as
an hors d'oeuvre & 7%
10. scarcity ['skeasiti] n. a small and inadequate amount 42 ; R 2
11. aspire [as'para] v. have an ambitious plan or a lofty goal # % ; 5 &
12. multitude ['maltitju:d] n. a large indefinite number; a large gathering of people %
R
13. analyze ['senslaiz] v. consider in detail and subject to an analysis in order to
discover essential features or meaning 4~#7 ; 4%
14. fraction ['freek [ on] n. a small part or item forming a piece of the whole; the

quotient of two rational numbers /N384 ; B B ; 4%
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share equally with one another or others & -:- 3t F] Z 4t e.g. The
two sisters have nothing in common. F4E¥k & A+ 4 £ R Z 4,
(often followed by "for") in exchange or in reciprocation 4£ 4 =
I&; 4EAIRZ e.g. The bargain they reached with their employers
was to reduce their wage claim in return for a shorter working
week. A1 5 B E K R R RAE TR 5 @ AR K, 12
RN E 3

allow or plan for a certain possibility; concede the truth or validity
of something % & ; £ & ; Bl & ; 4k 3% e.g. Good design also takes
into account if the machining operations will be easily performed
and how the work is held. — /M F#9i% it &4 L2 T T HF 2 F
BT R TAZ e AT E IR 69 P,

act on each other Z 484k A e.g. Even now, homes, autos, and
offices are being wired into intelligent networks that interact with
one another. 1, K& AEASXEHRATALHGEERN
$ARER

all parts or aspects considered; altogether P A 3R 4~ F= 7 &7 Ak % j&
%|; A& % e.g Treat the human body as a whole. Je A4k %4
—ANEARETT S

. It must decide which members of the household do which tasks and what each member gets in return.

A-8) % which members of the household do which tasks #= what each member gets in return 2 7§ i%
must decide &5 # A~ 5F5] #9 £iEM 4] .

. In short, the household must allocate its scarce resources among its various members, taking into ac-

count each member's abilities, efforts and desires. 4 &) Jtaking into account each member's abilities,
efforts and desires 4§ 3k 151544 allocate, 3.8 i§ & sh4E 69 7 X,

. In most societies, resources are allocated not by a single central planner but through the combined ac-

tions of millions of household and firms. & 4] % not...but... % 3f ) i% 4] , % 3 & A5 K 35 8 69 439

1%,

. For instance, they examine how the multitude of buyers and sellers of a good together determine the

price at which the good is sold and the quantity that is sold. A& &) ¥ A how — # %] 4 £ 2 examine
89 F 1B M 8) ; £ ZE M &) ¥, the price Fv the quantity 5 A 4] i§ #& determine #9 # A 5215 , B 2%
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5. Finally, economists analyze forces and trends that affect the economy as a whole, including the growth
in average income, the fraction of the population that cannot find work, and the rate at which prices
are rising. A ¢) F that affect the economy as a whole & ¥ i& M 4] , including 43 43 35 3t & i3
forces and trends A2 £ AN LY K35 A E 894 A . 37 including #9 525 4 the growth, the frac-
tion, the rate ¥ = A~ 523% ; the fraction #v the rate & A — N RiEME) , WA BAH . BE , BF R
M H v EA 250 B E AL ORITOM, QI HRAGIEK % A 06 s fo i bk
B E

. What's your understanding of economics?
. Why is management of society resources important?

. What are your scarce resources?

1
2
3. How do your parents allocate family resources?
4
5

. Are you interested in economics? Why?

microeconomic  macroeconomic  firm household production

resource determine aggregate marginal motivate

Economics is typically divided into two main branches called microeconomics and macroeco-
nomics. Microeconomics studies the economic decision making of 1 and individuals in a mar-
ket setting. It focuses on individual aspects of economics, such as consumer demand, supply, and prices
under various conditions, for instance, how a 2 spends its money. It also studies the way in
which a business 3 how much of a product to produce and how to make best use of the factors
of 4 - It also bears on such matters as pricing strategy. People involved in 5 transac-
tions are 6 to do the best they can for themselves with the limited 7 at their disposal.
They use 8 analysis to determine their best course of action.

Macroeconomics deals with broader matters of the whole economy. Rather than dealing with indi-
vidual markets, individual consumers and producers, macroeconomics deals with the economy as a
whole. Important to 9 is the definition and measurement of macroeconomic aggregates, such as
gross national product, the consumer price index, the unemployment rate, and the government surplus
and deficit. These measures are called 10 because they add together individual microeconomic

components.
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Economics is the study of how society manages its scarce resources. In most societies, resources are
allocated not by a single central planner but through the combined actions of millions of households and
firms. Economists, therefore, study how people make decisions: how much they work, what they buy,
how much they save, and how they invest their savings. Economists also study how people interact with
one another. For instance, they examine how the multitude of buyers and sellers of a good together de-
termine the price at which the good is sold and the quantity that is sold. Finally, economists analyze
forces and trends that affect the economy as a whole, including the growth in average income, the frac-
tion of the population that cannot find jobs, and the rate at which prices are rising.

1. principle A. the study of how society manages its scarce resources
2. caviar B. the amount of something that a person or something produces
3. household C. something sweet, such as fruit or a pudding, which you eat at the end of a meal
4. dessert D. something done to help or benefit others
5. scarcity E. the salted eggs of a fish called sturgeon (£7)
6. output F. all the people in a family or everything that is connected with looking after it
7. goods G. the money earned or got from other sources such as investment
8. service H. things that are made to be sold
9. economics L. a general scientific law which explains how something happens or works
10. income J. the limited nature of society's resources

as a whole peculiar  take into account allocate  in return
economy analyze have something in common origin interact with
1. Is the collection going to be divided up or sold %

2. The Austrian-born British economist shared a 1974 Nobel Prize for work on the theory of optimum

of resources.
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3. The bargain they reached with their employers was to reduce their wage claim for a shorter
working week.

4. The picture is in the British Museum.

5. They have something in this connection. '

6. Most economists here say that California's slump has not bottomed out and that it may

grow worse before the earliest projected recovery in1995.

7. In the final » I think our sympathy lies in the heroine of the play.

8. A group of plants and animals living and one another in a specific region under relatively
similar environmental conditions.

9. Good design also if the machine operations will be easily performed and how the work
is held.

10. There was a man sitting opposite me in the train.

o Gt
1 Toamlate te olowing passags oo Chinese,

The behavior of an economy reflects the behavior of the individuals who make up the economy.

Therefore, we start our study of economics with the principles of individual decision-making. The first
principle of making decisions is summarized in the adage: "There is no such thing as a free lunch." To
get one thing we like, we usually have to give up another thing that we like. Making decisions requires
trading off one goal against another. Consider a couple deciding how to spend their family income. They
can buy food, clothing, or family vacation. Or they can save some of the family income for retirement or
the children's education. When they choose to spend an extra dollar on one of these goods, they have one

less dollar to spend on some other goods.

A2 X B — NPt R R Ao R 89 A MERBESAARG T REBR S
o AIEFEIIZ 2 IR T BAT 69T 40T M AL A R T2 ) HATHBL, B8] 55, A2 F Kb
B R, N E SRS AR Jn T80 0 % ) 2 BORT B 40 AR JXFABAREFRAME AR
89,
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What Is Economics?

There's no one universally accepted answer to the question "What is economics?" Various defini-
tions are:

The Economist's Dictionary of Economics defines economics as: "The study of the production, dis-
tribution and consumption of wealth in human society."

Alfred Marshall Principles of economics defines economics as: "Economics is the study of people
in the ordinary business of life." |

Saint Michael's College answers the question "What is economics?" with the answer "Most simply
put, economics is the study of making choices."

Indiana University-Purdue University Indianapolis answers the question "What is economics?" with
the explanation "Economics is a social science that studies human behavior. Economics has a unique
method for analyzing and predicting individual behavior as well as the effects of institutions such as
firms and governments, or clubs and religions."

Lastly, Wikipedia defines economics as: "Economics is a social science that studies human behavior
as a relationship between ends and scarce means which have alternative uses (Lionel Robbins, 1935).
That is, economics is the study of the trade-offs involved when choosing between alternate sets of deci-
sions."

If T were asked to provide an answer to the question "What is economics?" on a test, I'd probably
write the following explanation:

"Economics is the study of how individuals and groups make decisions with limited resources as to
best satisfy their wants, needs, and desires."

The definition is perhaps better suited to Microeconomics, but it gets the important idea across that

economics is not simply the study of money and the stock market.

(Words: 250)

Macroeconomics and Microeconomics

In order to begin our discussion of economics, we first need to understand the two branches of study
within economics: microeconomics and macroeconomics.

Macro and microeconomics are the two vantage points from which the economy is observed.
Macroeconomics looks at the total output of a nation and the way in which the nation allocates its limit-

ed resources of land, labor and capital in an attempt to maximize production levels and promote trade
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growth for future generations. After observing the society as a whole, Adam Smith noted that there was
an "invisible hand" turning the wheels of the economy: a market force that keeps the economy function-
ing.

Microeconomics looks into similar issues, but on the level of the individual people and firms within
the economy. It tends to be more scientific in its approach, and studies the parts that make up the whole
economy. Analyzing certain aspects of human behavior, microeconomics shows us how individuals and
firms respond to changes in price and why they demand what they do at particular price levels.

Micro and macroeconomics are intertwined; as economists gain understanding of certain phenome-
na, they can help nations and individuals make more informed decisions when allocating resources. The
systems by which nations allocate their resources can be placed on a spectrum where the command e-
conomy is on one end and the market economy is on the other. The market economy advocates forces
within a competitive market, which constitute the "invisible hand" to determine how resources should be
allocated. The command economic system relies on the government to decide how the country's re-
sources would be best allocated. In both systems, however, scarcity and unlimited wants force govern-
ments and individuals to decide how to best manage resources and allocate them in the most efficient
way. Nevertheless, there are always limits to what the economy and government can do.

(Words: 307)

1. wikipedia n. SR ERL R ERS B
2. alternative adj. MEE—H :
3. trade-off n. (Xt A B[R] Bt 3BT Ay 18] 38 )ALy 5 0 3 e EY%
4. microeconomics n. QYR ZY 2=
5. macroeconomics n. FWMZ ¥
6. branch n. 7335 HBI7]
7. vantage n. g B FIE N
8. maximize v. BBkl s Bk
9. intertwined adij. HAHELE W) A —E
10. spectrum n. T [l ; &5
11. advocate v. F5K; 18
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1. How many different definitions of economics are listed in this article?

2. According to the definition of the Economist's Dictionary of Economics, what is economics?

3. If you were asked to provide an answer to the question "What is economics?" on a test, which answer
will you probably give?

4. How do you understand microeconomics and macroeconomics respectively?

5. Why are micro and macroeconomics intertwined according to the article?




