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RUIUN 1 [ sasicEconomics J

R A R T =
Partl Lead-in Activities

Directions: You will hear a passage about economics. The words or phrases listed below will
be of some help to you.

complicated /'kpmplikeitid/ adj. composed of elaborately interconnected parts; complex & Z%#) !
constitute /'konstitju:t/ vt. to compose; form ¥ i, , 2H % |
rational /'reefnol/ adj. using reason or logic in thinking out a problem ¥R
Adam Smith Y24 - #i%, & N BF #2271 A LT KB Fig) #0A
AR BABUIA 2 B2 58 A0 |
L underlying / ,anda'laiiy/ adj. fundamental ; basic FEZs )
| constraint /kan'streint/ n. limitation or restriction PR, )5
spawn /spo:n/ ut. to give birth to; give rise to P24, 5|2
discipline /'disoplin/ n. a branch of knowledge or teaching “~%}
prosper /'prospa (r)/ vi. to be fortunate or successful, especially in terms of one’s finances;
thrive B8%, i2h
lag /lzg/ vi. to hang (back) or fall (behind) in movement, progress, development, etc. ¥ /5 \
allocation / zla'keifan/ n. a share set aside for a specific purpose 43 H

assumption /2'sampfan/ n. the act of taking something for granted or something that is taken for
! granted %

Complete the following paragraphs according to the recording you have just heard.

We can say, therefore, that economics, often referred to as the © 1 science” , is a study of

certain aspects of society. Adam Smith, the “ 2  of modern economics” and author of the famous

»> 1
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book A(n) 3 into the Nature and Causes of the Wealth of Nations, 4 the discipline of
economics by trying to understand why some nations 5  while others 6  in poverty. Others
after him also explored how a nation’s 7  of resources 8 its wealth.

To study these things, economics makes the assumption that human beings will aim to fulfill
their self-interests. It also 9  that individuals are 10  in their efforts to fulfill their 11
wants and needs. Economics, therefore, is a 12 science, which examines people 13
according to their self-interests. The definition 14  at the turn of the twentieth century by Alfred
Marshall, author of “The Principles of Economics”, reflects the 15  underlying economics:
“Thus it is on one side the study of wealth; and on the other, and more important side, a part of the

study of man.”

Answer the following questions.

1. Specifically, what does economics study?

2. Why is economics often referred to as the“ dismal science” ?

3. What is mainly discussed in An Inquiry into the Nature and Causes of the Wealth of Nations?

4. Why is economics a social science?

Part Il Intensive Reading

Pre-reading Questions

1. Explain “The worth of a thing is best known by the want of it” in light of the relations between
such economic terms as supply, demand and commodity.

2. Have you ever heard of “Paradox of value” or “diamond—water paradox”? It is a contradiction
that diamonds command a by far higher price than water although the latter is on the whole more
useful, in terms of human survival, than the former. If you do not know the reason, please refer

to some reference books or websites and know why.

Text A

Basic Economic Concepts

The two basic ingredients of an economic topic are scarcity and choice. Scarcity is the term used
by economists to indicate that man’s desire for a thing exceeds the amount of it that is freely available

from Nature. Since the Garden of Eden, Nature has dealt grudgingly with man. Nature provides much

2 <
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less of many, many things than man would like to have.

A good that is scarce is called an economic good. Food, clothing, and many of the items that all
of us commonly recognize as material goods fall under this category. It also includes some items that
may surprise you. Is leisure a good? Would you like to have more leisure time than is currently
available to you? Most of us would. Therefore, leisure is a scarce good. What about clean air? A few
years ago many economics texts classified clean air as a free good, a good that Nature had made
available in such abundant supply that everybody could have as much of it as they wanted. This is no
longer true. Our utilization of air for the purpose of waste disposal has created a scarcity of clean air.
Many of the residents of Los Angeles, New York, Chicago, and other large cities would like to have
more clean air.

Few of us usually think of environmental conditions as economic goods. However, if you are
someone who would like more open spaces, green areas, or dogwood trees, you will recognize that
these things are scarce. They, too, are economic goods.

Time is also an economic good. Most of us would like to have more time to watch TV, take a
walk in the woods, do our school work, or sleep; but we each have only 24 hours in a day. The
scarcity of time imposes a definite limitation on our ability to do many things we would like to.

Since scarcity of productive resources, time and income limit the alternatives available to us,
we must make choices. Choice is the act of selecting among restricted alternatives. A great deal of
economics is about how people choose when the alternatives open to them are restricted. The choices
of the family shopper are restricted by the household budget. The choices of the business decision-
maker are restricted by competition from other firms, the cost of productive resources, and
technology. The choices of the political decision-maker are restricted by the taxable income of the
citizenry and voter opposition to taxes.

The selection of one alternative generally necessitates the foregoing of others. If you choose to
spend $10 going to a football game, you will have $10 less to spend on other things. Similarly, if
you choose to spend an evening watching a movie, you must forego spending the evening playing
ping pong (or participating in some other activities). You cannot have your cake and eat it, too. Our
history is a record of our struggle to transform available, but limited, resources into things that we
would like to have—economic goods.

A good is anything which yields satisfaction to someone. There are two types of goods
commodities, or material goods, and services, or intangible goods. We speak of the services of the
doctor, the entertainer, and the teacher.

A good may yield satisfaction directly, in which case it is called a consumer good; or
indirectly, as an instrument of production, in which case it is called a capital good. Factories, office
buildings, industrial machinery are capital goods.

The satisfaction which a good yield is usually called utility. Utility may be a matter of form—
cutting and sewing a piece of rayon cloth into a dress adds to its utility. Or it may be a matter of

place—the trucker who brings a new car from the assembly plant to my hometown is increasing its
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utility to me. It may involve time—the warehouseman who stores this fall’s potato crop so that I can
buy fresh potatoes in midwinter is creating utility. Or it may involve ownership, as in the case of a
broker who transfers securities from sellers to buyers.

An economic good is something which, in addition to being useful, is also scarce. It is scarce if
there is less available than people would like to use if they could have it free. In this case, one
would like to use if they could have it free. In this case, one will have to pay a price for the good. If
there is enough to satisfy everyone’s wants at a zero price, the article is a free good. But water
flowing from a city tap is an economic good, since it costs something and users are charged for it in
one way or another. Air is normally a free good, but cold air from an air conditioner in summer is an
economic good.

Production is the creation or addition of utility to a good. It may involve physical transformation
of a commodity, that is, creation of form utility. The store clerk, the filling station attendant, the
truck driver do not make anything, as a factory worker does. But they help something we want at the
time and place where we want it, and this also constitutes production.

The things which are necessary for production to be carried on are termed factors of production
or productive resources. Quantitatively the most important of these is labor. In everyday usage, this
term connotes factory work or some other manual activity. But in economics, labor means any form of
human effort exerted in production. The bricklayer, the accountant, the doctor, and the business
executive are all engaged in labor.

A second requisite for production is capital. This is a particularly tricky term in economics,
because there is a major difference from everyday usage. When an individual speaks of his “capital”
he usually means money or securities. Thus it is essential to remember that in economics capital is
not money. Capital is machinery, buildings, railroad track and rolling stock, inventories of raw
materials, and other physical necessities for production.

There is also a major difference from popular usage as regards investment. I think of buying a
stock or bond as an “investment”. In economics, however, investment is the construction of a
capital good. Economics is concerned basically with physical processes rather than with the money
which lubricates the wheels of industry. The amount of investment in the American economy in 1994
was the quantity of capital goods produced during the year, which had a money value of about $409
billion.

The distinction is always confusing at first glance. In part, it is a distinction between looking at
things from an individual view point as against the perspective of the national economy. It is also a
distinction between physical capital goods and titles of ownership to those goods. Suppose a newly
formed company sells a million shares of common stock at $ 10 each. It uses the $ 10 million to
build a factory to produce plastic bottles. The shares of stock, which signify that the holder owns a
small piece of the company’s plant and equipment, may change hands many times over in later years.
But this does not change the size of the company’s plant or the productive capacity of the economy.

Only as the company buys additional buildings and equipment does capacity increase.

4 <
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A third important element in production is natural resources, sometimes referred to as land.
Strictly speaking, a natural resource is something given by nature and untouched by human hands,
such as rivers, mineral deposits, virgin farmland, or source becomes partly a capital good, a
produced means of production. An Jowa farm today is partly a natural resource, because certain
qualities of levelness, soil texture and composition, natural rainfall, and climate have been there for
all time. But it is also partly a capital good, because generations of farmers have added fencing,
drainage, trees and stone removal, artificial fertilizers, and other aids to production.

Labor, capital, and natural resources are coordinated in production units, such as farms,

factories, stores, and transport networks. The work of coordination is done by management.

Economists sometimes treat management as a separate factor of production. But is may also be

regarded as a specialized, high-level kind of labor. (1,372 words)

9 Words and Expressions

ingredient /in'gri; diont/ n. an element in a

mixture or compound 45>, HE , HMEER

scarcity /'skeasati/ n. insufficiency of amount
or supply; shortage i/, #A

grudgingly /'gradzigli/  adv.
unwillingly AJ&, #1598 , 55

environmental /invairan'mentl/ adj.

reluctantly,

of or

external conditions or

surroundings ; I35 i)
exceed /ik'si:d/ ut. to go beyond in quantity,

degree, rate, etc. #iid,#8H

classify /'klesifai/ vt. to arrange or organize

relating to the

according to class or category 432
disposal /di'spauzl/ n. a particular method of
attending to or settling matters Zb¥f
alternative /5 1't3: nativ/ n. a possibility of

choice, esp. between two things, courses of

action —F i —; AT HEIEFEMI T R

citizenry /'sitizonri/ n. citizens considered as
a group i B

confuse /kan'fju:z/ vt. to cause to be unable to

think with clarity or act with intelligence or

understanding {81 2K 5%
commodity /ka'mpdati/ n. an article of trade

or commerce, esp. a product as distinguished
from a service g

entertainer / enta'teino (r)/ n. a professional
singer, comedian, or other performer who
takes part in public entertainments {# Z; A
R HATIR AR RERIA

budget /'badzit/ n. an itemized summary of
expected income and expenditure of a
country, company, etc., over a specified
period, usually a financial year T

utility /ju; 'tilati/ n. the quality or condition of
being useful ; usefulness %% , 35 H

broker /'brauka (r)/ n. one that acts as an
agent for others, as in negotiating contracts,

or sales in return for a fee or
commission £ A\, IBE

article /'a.tikl/ n. an
element of a class; a particular object or item
Yrih , P14

transformation / trensfo'meifn/ n. a change
or alteration, esp. a radical one 25,251k,
AR Ji

exert / ig.'za:t/ vt. to put to use or effect; put

forth JEfn (0 )

purchases,

individual thing or
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inventory /'invantri/ n. a detailed, itemized
list, report, or record of things in one’s
possession, especially a periodic survey of all
goods and materials in stock 4 EER A
HH

productive /pra'daktiv/ adj. producing
abundantly ; fertile 4 =[] ; 4= 7= 1 19

taxable /'teksobl/ adj. subject to taxation HJ
MEBLAY , REAERE Y

yield /ji:1d/ vt. to give forth by or as if by a
natural process, especially by cultivation 4=
e et

foregoing /fo:'gouly/ n. resignation,
renouncemnt, giving up ¥ F#,1k5

intangible /in'tend3obl/ adj. incapable of
being perceived by the senses LI Y

assembly /2'sembli/ n. the process of putting
together a number of parts to make a machine
or other product #H %% | % fig

physical /'fizikl/ adj. of or pertaining to that
which is material )

connote /ka'nout/ ut. to suggest or imply in
addition to literal meaning K57 , B K&

requisite /'rekwizit/ n. something that is
indispensable ; a requirement W% i ; B &

attendant /3'tendont/ n. someone whose job is
to look after or help customers in a public
place Iz it

securities /si'kjuaritis/ n. (pl.) financing or
investment instruments bought and sold in
financial markets, such as bonds, debentures,

notes, options, shares and warrants jIF %
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Notes

. The Garden of Eden: a beautiful garden where Adam and Eve were placed at the Creation.

When they disobeyed and ate the forbidden fruit from the tree of knowledge of good and evil they
were driven from their paradise ( the fall of man).

. Intangible goods ( T i1 ) : also known as invisible goods which usually include services,

brand names and reputation, etc. Opposite to intangible goods are physical goods (3Z#)) or
tangible goods.

. Capital goods (% Z<%%%)) : durable goods (one that does not quickly wear out, ffiif k) used

in the production of goods or services. Capital goods are one of the three types of producer goods
(H7=%#}) , the other two being land and labor, which are also known collectively as primary
factors of production (4= % ). This classification originated during the classical economic
period and has remained the dominant method for classification. Consumer goods are the end

result of this production process.

. Utility (ZjH ) :simply known as usefulness, is the ability of something to satisfy needs or wants.

Utility is an important concept in economics and game theory ({#2£i{), because it represents
satisfaction experienced by the consumer of a good. Utility may exist as a form, a place, or a

period of time or even ownership.

. Factors of production or productive resources (4= 7=% ) ; resources required for production

of goods or services, generally classified into four major groups: land, labor, capital and

enterprise. These four factors are otherwise classified ‘as management, machines, materials and
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money ( collectively known as 4Ms). More recently, knowledge has come to be recognized as

distinct from labor, and as a factor of production in its own right.

— Tex¢ Comprehension ——

I. Decide whether each of the following statements is true or false.

1. Both leisure and clean air fall into the category of scarce goods.

2. In economics, choice means a selection from an inexhaustible supply of resources, time and
money.

. What items a family shopper is going to buy depends on the budget.

. Securities transferred from sellers to buyers do not yield any utility.

. Unlike a factory worker who adds utility to a good, a truck driver fails to create any value.

. In economics under discussion in this text, capital is referred to as money or securities.
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. Lawyers are not engaged in labor.

8. The popular usage of “investment” is buying stocks or bonds.
Il. Answer the following questions.

. What are the two basic ingredients of an economic topic? What is scarcity?
. According to the author, does Nature provide us resources generously?
. Are environmental conditions economic goods? What is an economic good?

. Why should we make choices? What is a choice?
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. What is utility? According to the author, by what means can the utility of a good be created or
increased?
6. Give a brief explanation of the following terms from an economic perspective: capital; labor;

natural resources.
lll. Explain the underlined part in each sentence in your own words.

1. Since the Garden of Eden, Nature has dealt grudgingly with man. Nature provides much less
of many, many things than man would like to have.

2. The scarcity of time imposes a definite limitation on our ability to do many things we would
like to.
makes it necessary to give up other choices

4. But water flowing from a city tap is an economic good, since it costs something and users are
charged for it in one way or another.

5. But they help something we want at the time and place where we want it, and this also
constitutes production.

6. The bricklayer, the accountant, the doctor, and the business executive are all engaged in

labor.



