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Unit One
Infroduction to Economics

Reading One

Introduction to Economics

People usually ask such question—what is economics? Alfred Marshall, a famous
economist of the past, once said: Economics is the study of mankind in the ordinary business of
life; it examines that part of individual and social action which is most closely connected with
the attainment and with the use of the material requisites of well-being.

Nowadays, economics has been defined as the study of decision-making. It explains how
human interaction within markets help people get what they want or accomplish certain goals.
Basically, economics is a driving force of human interaction, which interprets people and
governments’ behavior in particular ways.

Therefore, economics can describe all aspects of a country’s economy, such as how a
country uses its resources, how much time laborers devote to work and leisure, the outcome of
investing in industries or financial products, the effect of taxes on a population, and why
businesses succeed or fail. Knowledge of economics will allow us to analyze and assess the
values of policies and decisions made by politicians, and it will help us to become more aware
of the current and future problems of our society.

As for individuals, since we are all consumers, we are interested in the goods and services
which we buy and how much they cost us, and we are interested in the incomes we can earn.
Even our own personal decisions are often affected by the state of the economy, so we could
make better choices if we understood the way the economy operates.

Everyone is affected by employment and government policies. Employment is a key aspect
of any economy. One can describe employment variously to refer to the ability of an economy
to put people to work. Employment, or unemployed levels of an economy, is typically

determined over a specified period of time, usually one year or more depending on the
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circumstances.

The economic system is made up of human beings and so human behavior is crucial to the
system. The principles and motives form which people act are not necessarily economic in
origin, and are often based on non-economic values. Differing values and social forces have led
to countries developing different economic systems, but all countries face the same economic
problems—such as whether they are producing the right things and by the best methods, how
wants are to be satisfied, and whose wants are to be satisfied.

There is no denying that the debate on whether economics is a science never stops. Since it
is a social science, economics is affected by the many influences that lead to incessant change.
Human behavior, based on what is known as a value judgment, which means it is based on the
personal values of individuals, cannot be examined with the same precision and is extremely
difficult to test or measure.

Economics is a study of living and working in society; but not all societies behave in the
same way.

Organization becomes essential in the case of producing the things people want. An
economic system is made up of the collection of relationships, customs, institutions, laws and
arrangements that are combined to satisfy the economic wants of the community—to determine
what and how production takes place, and who receives the output. Naturally it depends on the
participation of the members of the community. An economic system is not just an abstraction;
it is the real world.

The job of an economic system is to form a framework of organization which enables
choices and decisions to be made on how to satisfy the wants of the community. The way it
does this depends largely on the type of society. In the USA there is still a belief in the value of
free enterprise and the ability of individuals to succeed if they work hard enough. In some
countries, such as England and possibly Sweden, there is a belief in the welfare state, that it is
up to the government to look after the citizens from the cradle to the grave, although there have
been criticisms of this approach because of cost. Countries like Australia seem to represent
mixture of both these attitudes.

National characteristics and belief systems have led to many differences between economic
systems. We can’t say that just because two countries have the same political governments, they
will run their economics in the same way. It is not easy to compare one economy with another
and say that one is better or worse—there is too much diversity, and adequate measurement is
impossible. One can, however, say that the standard of living is better in one economy than in
another. Or one can compare such things as the level of unemployment or the stability of

prices. But these single measures cannot show a true or complete picture of an economy.
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(4 New Words and Expressions B
abstraction MRS, Mai
assess WaE; Wi ; Ak
diversity R, ZHME
framework HEZE; 4544
incessant HLER; R
inflation 3 B Bk
requisite WA 5 AT
specialization E2 44
specimen Rl pRA (280 s)
Sweden i i ([E4)
verify PESE; X
\_ _J

Alfred Marshall (1842-1924.) was one of the most influential economists of his time. His
book, Principles of Economics (1890) , was the dominant economic textbook in England for
many years. It brings the ideas of supply and demand, marginal utility, and costs of production

into a coherent whole. He is known as one of the founders of economics.

ua_ Exercises

I. Check your understanding.
Answer the following questions according fo the text.
1. What is the definition of economics?
2. What are the main concerns of economics?
3. What are economic goods and services?
4. What influences the type of economic system in a country?

5. What type of economic system operates in China?

Il. Build up your vocabulary.

LR R LT
223% Hx 2Pt fi vk

2P 2yl
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Ill. Translate the following phrases and sentences from English into Chinese.
. value judgment

. living standard

. natural science

. construct socialism with Chinese characteristics

. The “Great Depression” of the 1930s resulted in social instability in many countries.

. We may compare the unemployment rate and the stability of prices of the two countries.

. All entrepreneurs go after maximum profits and minimum costs.

O 1 O Ut oA W N =

. It is the duty of every citizen to pay personal income tax.

IV. Translate the following paragraph from Chinese into English.
ZRFRFEWANR—T TR, HERAEENRLY:, RhER—Mtafle, ZiF
Z5RFYAWAELMER BT, ARITAARGELL A RRE ML SRR AR i e
FERMEE , HaPd, GFAFY . OHY | S MBUATT A AT A 2 B8R HE R
7, R AEATRSEAEMELIIN B, 5 22T T AR T M E AW f el By, gt
e, ENRETENANDAMEERMZ B8, Fik, E0AGEHBSE M 7 248 LAIESE,
PRGN, EEAR AR, EwmERIE—1 A

MFEHZ—

A X ¥

FE PR — AT LA ZRE X, mMAERER EF30h, MR HER - TEX, {2
AR RROECTEGISh AL\ BRI 2 5 DT b PR A R 9 i L, X AR RS
MREOL T I AT, (HREIER S . MEEEE | ABE A, £ R, (R SGE | [EE R R
KM EES BN EEFE, X5 E R FESRE, AOBIRE IR R LA SED
i A iaE b, BAR MBI R M T Bk, HEBRNER BRI, AR
i T ST IR SCHIWT AR

1. —iAlZ X

PIF—AZ LR E M E SR, — A2 XAREE B FEEIEGFEDE, DRAREIE
PR . BEFRERIE A IERE S X, TRE S EIRE,

(a) The organization-wide strategic planning process consists of defining the organization’s
mission, setting organizational objectives, conducting an organizational portfolio analysis, and
designing organizational strategic to achieve the objectives.

Al AR R R AR B MV A SS , BRI AR, #ET S T, e SeE
EEZNINPH

(b) The insurance company has admitted liability but the amount of damages has not yet
been agreed upon.

BRRE AR C L FEMEE, (HRNEENSFERA REHE .
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(¢)The report covers some of the happenings on the Times Square and the streets and
interviews given by students on university campuses, while plotting the development of the
major events.

RRAGE AR T BT I I E R A — S, RGE 1 SRR el X
— B B R ATy, AT ) T — SR R R

2. [ i) %

o FIGERIE R — 1R 2 SO, H E T SO 278 DA BCHE 8 30 [ 2 AR RIS RC, 7EDUE
PP AR EE AR A G 52000, T ELR 4R 5 BAR A i ok 2 4~ 4)
FHEBGRR R FoRFIW, RIE LT SCRBUE 9 ARE G S TR T & HE X, HEHEY
MR TRk, FRDUEN R EE R A2, XAMBEEE, —=F— s 5,
QR SRA By BAT AN ) Y S0 () i L o3 S BB B i) SC) 28R 24 a3 )i i i) S R R —
AN, DU A2 T EOR AN TR R

(a) These changes have not only improved the quality of our life but also increased the
productivity of our industries.

XUEAF A ARG T RATA A S T, i LA 7RISR AR

(b)Early this year, US corporations slashed capital spending and cut millions of jobs. But

pay raises did not suffer. Productivity protected pay hikes.

A AR EEM R RS, RN SRR i, R TR
MRRFE T b, XRF A BT, fE T TR A% L7,

(c¢)Employees with character who share the company’s values, recruits with the talent and
skills to achieve the levels of productivity that make for satisfying, long-term careers.

AMHEARORRER, IS5 ARRCRE, HMERES EERES, 4IRS,
FARG, TAEREHR, RS WIMAE A AT TTRR

3. [aliAlE L

] —~fga], HIEA PG A RE 2R W L, ATiE— i 2 ik, (BAEZ R
SRR R H L

(a) The proposed energy tax may slow growth in demand for oil and compromise Gulf
capacity expansion plans.

A NSRVOBORBETRBE, X BN S EAG FMF oR I, I & B i A i IF R4~
[ISap

(b) In any deal making, you may have to compromise, as most businesspeople have
done, though few will tell you so.

AL ZC G h, PREREML Z 0, MBRRZREDL A —FF, RERAILT AR
XHEL

(c¢)The mistake occurred as a result of the supplier’s oversight during an unusually busy
season.

TR R T8, MR TRZ, SR,

(d) Added security screening procedures and further increases in management oversight
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have raised the cost of processing non-immigrant visas.
FOEMB R SRATRTF, AR BB A HE— 25 ISR A3 T A B AR R R A UE R
A

Reading Two

Research on Challenges and Strategies for
China’s Green Economy Development

Green economy has quickly become the focus of global economy since the recent financial
crisis. A lot of developed countries have made a series of green energy industry oriented policies
and measures, and tried to boost economic recovery through green economy and maintain their
dominated status in the new global competition ( Deng, 2012; Zhu et al. , 2012; Sun et al. ,
2013). The United Nations Environment Programme (2011) stated that green economy will
create more domestic wealth as well as a higher GDP ( gross domestic product) growth rate,
and called for the international society to increase technical training of labors and increase
investment on greening of the 10 major economic sectors. The “Rio +20” Summit in 2012 and
the “Post-2015 UN Development Agenda” being formulated both take green economy as the
important way to recover economic growth and eradicate poverty ( United Nations Conference
on Sustainable Development, 2012; The High-Level Panel of Eminent Persons on the Post-
2015 Development Agenda, 2013). In China, the “12th Five-Year Plan” proposed a green
development strategy. The “18th National Congress of the CPC ( Communist Party of China)
Report” proposed green, circular, and low-carbon development as the core of ecological
civilization construction. The “Third Plenary Session of 18th CPC Central Committee” further
proposed to accelerate the implementation of construction of ecological civilization with core
ideas of “improving the system of natural resource property rights and the system of natural
resource utilization control” , “delimiting the red line for ecological protection” , “implementing
paid-use system of natural resources and ecological compensation system” , and “reforming the
ecological protection management system” . In all, what are the advantages and disadvantages
of our green transformation, and how to make strategies based on both domestic practice and

global outlook? A preliminary analysis on these questions is conducted in this article.
The Traditional Economic Growth Pattern of China is Hard to Continue

For the 20 years after UNCED ( United Nations Conference on Environment and
Development ) , with the help of economic globalization, developed countries have been
transferring their traditional industries to developing countries like China, and during the
process, they have built up a new economic model relying on their strong financial strength and



Unit One Introduction to Economics &) 007

technological advantages. With the advantages of low labor costs and low resource prices,
China has positively received a lot of international industrial transfers, which have greatly
boosted its domestic economic development. For example, during the 20 years, China has
always been in the top ranking of FDI ( foreign direct investment) ’s total attracting amount
among developing countries, and the investment of the manufacturing sector accounted for 55%
of the total investment. The contribution of the manufacturing sector to the growth of the
national economy was up to 50% in the mid-1990s, and is still near 30% now. But at the same
time, the environmental impact is just the opposite. The 20 years of undertaking international
industrial transfer are the 20 years of undertaking transfer of the natural resource consumption
and environmental pollution (Wang, 2012). According to related estimations, 1/3 of China’s
SO,, CO,, and nitrogen oxide emissions are caused by export-oriented production. Both
domestically and internationally speaking, this traditional industry based export-driven economy
development mode is coming to an end.

First, China has become a country with the heaviest ecological overload and highest
environmental risk in the world.

In the past 30 years, China has failed to avoid the way of “pollution first, pollution control
and management afterward” that all developed countries have experienced. Research shows that
the current global ecological overload rate is around 50% , while China has nearly 150% , and it
is one of the most severe ecological overload countries in the world ( WWF, 2012). As to
water resources in China, the quality of 10. 2% of the water of 10 national largest river basins is
worse than Grade V, and the water quality of 24 of all 61 national key lakes ( reservoirs) is
worse than Grade III. The air quality of about 70% cities in China is below the standard level,
and the smog and haze in North China are increasingly severe and frequent. Many rural areas in
China are underdeveloped and lack environmental protection infrastructure, which is described
as “waste materials blown away by wind and waste water cleaned by natural evaporation”
(Zhou, 2013). The total energy consumption in China has reached 3. 62 billion ton standard
coal, among which the coal consumption accounted for 50. 2% of the global coal consumption,
the foreign oil dependence rate is close to 60% , and China still has greatly increasing energy
needs.

Second, China is losing the international competitiveness of traditional industries.

Although there is still a great demand for traditional industries in the current global market,
it is difficult to sustain China’s competitiveness in the global market relying on traditional
industries. For years, low labor costs and low natural resource costs have helped China’s
traditional industries to maintain certain advantages in the international competition, but more
issues are gradually arising, like the slowing population growth and aging problems, natural
resource shortage and environmental degradation, increasing labor costs and natural resources,
and overcapacity issues, decreasing the profit of many traditional industries, especially those

export-oriented industries. Take China’s steel industry as an example, according to the statistics
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of China Iron and Steel Industry Association, since the second half year of 2011, China’s steel
industry has been around the profit loss line. In the first half year of 2013, the average profit
margin rate of the steel industry was only 0. 13%, and the average profit was only 0. 43 yuan
renminbi per ton, which means the profits of producing two tons of steel cannot afford an ice
cream. The average profit margin of traditional Chinese export-oriented enterprises is less than
10% , but since 2011, the average minimum wage in Beijing, Shanghai, Jiangsu, Guangdong,
and other 25 provinces and cities has increased 22% , and there is a greater increase in foreign
trade enterprises than in other industries. Part of industries with relatively low value-added and
less competitiveness has been transferred to the Association of Southeast Asian Nations, India,
and other developing countries.

Third, accelerating green transformation is a common choice to seize the high ground of
the future global economy.

According to Goldman Sachs’s prediction, there would be a four-fold increase in the total
amount of the global economy by 2050, and the growth mostly comes from emerging economies
and developing countries ( Research Team on Sustainable Development of the Administrative
Centre for China’s Agenda 21, 2013). To support such a large scale of economy would cause a
catastrophic consequence for the global environment if we continued the current development
mode. The carbon emissions and environmental capacities are becoming the core elements of
international rule-making for sustainable development, and further are becoming economic
development bottleneck factors for all countries. Based on this vision, developed countries and
some developing countries have actively implemented green economy strategies focusing on
reducing carbon dependency after the financial crisis. For example, the European Union
launched a green economic development plan that plans to invest 105 billion euros to support
green economy and promote green employment and economic growth. The United States
implemented a total expected investment of $ 787 billion in the American Recovery and
Reinvestment Act as part of its “ Green New Deal” that features high energy efficiency, and new
energy sources to combat climate change. South Korea planned to invest 107 trillion Korean
won to develop green economy, and promote a national green growth strategy. South Africa
launched “The New Growth Path”, which focused on the development of green energy and
related products including both manufacturing and technical services through tax incentive
policies. These policies and measures are not only aimed to combat climate change and
economic recession, but also imperative for seizing the leading position in the future global

competition.
Three Difficulties Need to Be Overcome for China’s Green Economy Development

The green transformation of China’s economy is facing a complex domestic and
international environment, with advantages and opportunities and yet with more challenges. The

advantages are mainly focused on the following: (a) due to the industrialization and
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urbanization processes, the huge domestic market is not yet completed; (b) strong government
financial strength and abundant private capital; and (c) a small technology gap in new
emerging industries compared with the developed countries. But in some areas, the challenges
are relatively larger, focusing on the following three difficulties.

First, traditional industries are facing high locked-in risks.

Traditional industries such as iron and steel, chemicals, cement, and manufacturing
industries are mostly high energy consumption, high pollution, and high emission industries,
taking up a large proportion of China’s economic structure now, and accommodating a large
number of labors. Although losing the international competitiveness, these industries still have a
10-15-year-long domestic demand because China is still in the middle of industrialization and
urbanization processes, which has led to a situation that some areas are trying to decrease
traditional industries, while other areas are launching traditional industries. For example, during
China’s National “Twelfth Five-Year Plan” period, 26 provinces set the iron and steel industry
as the key industry, 25 provinces listed petrochemical industry as the key industry, and 20
provinces listed non-ferrous metals as an important industry. The heavy-industry feature of the
Chinese economy still continues, and heavy industries are gradually transferring from the
developed eastern areas to the developing mid-western areas. Additionally, China has built a
complete industrial system, but failed to form a complete system of technology innovation,
which has hindered the process of green transformation and upgrading.

Second, domestic market demand for new emerging green industries is weak.

Taking photovoltaic, wind power, and other new energy industries as examples, the
domestic demand for these industries is increasing very slowly and is in a relative overcapacity
situation under the influence of traditional energy industries’ monopoly and new emerging
industries’ technical barriers. Due to the lack of domestic demand, the photovoltaic industry is
still export-oriented. According to related studies, the unit cost of photovoltaic power generation
per kWh consumed 2,754 mg bauxite, 7,278 mg iron, 330 mg copper, and 15,240 mg lime,
which is a typical production process with high pollution and high consumption ( Zhou, 2013).
If the mode continues, it will be “accelerating foreign energy transformation process, while
accelerating domestic resource depletion and environmental pollution”.

Third , the natural resource price and value are mismatched.

The value of China’s land, water, and mineral elements has been extremely
underestimated, and the environmental damage is out of enterprises’ cost-benefit evaluation.
Compared with the traditional economic development mode, the biggest advantages of green
economy are the lower resources and environmental costs of the life cycle, which reduce
competitive advantages and profit margins of green industries, and even put some green
industries in an embarrassing situation as “recycling is not economical, and being green has no
benefit” .



