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PREFACE

If some people raise the question, what is the most difficult course for the Chinese stu-
dents? There would be all kinds of answers given by different students at various stages of
study, but eventually people would come to a similar conclusion: The most difficult course in
China is English.

_ First, this course extends for a very long period, starting from either elementary school
or middle school, ending with the last English class of graduate study.

Second, year after year, most students spend a lot of time on it. No one knows how many
charming mornings are devoted to reading English, not to mention the total amount of time
students spend studying through their school years.

Third, some students find, even after over ten years of study, that their listening and
speaking are still behind those of a five-year-old American boy, while their writing, lags be-
hind that of an eight-year-old.

For this reason, it is quite reasonable to think that English is really difficult. But, what
are the key problems and how are they to be solved? In addition, of the four aspects of Eng-
lish study, namely, reading, listening, speaking and writing, which plays the most critical
role? Lastly, when can we say a student has mastered English? It seems that the above prob-
lems are even tougher for students majoring in business administration which, compared with
mathematics, physics and engineering, covers an even broader scope.

Now, let’ s start to explore the solutions to the above problems.

What is the scope of College English for Economics and Management? Strictly speaking,
a fixed boundary is absolutely out of the question, yet we may say the eight'foundation cour-
ses in an MBA program are the basic areas covered. They are: microeconomics, macroeco-
nomics, statistics for decision making, management information system, operations manage-
ment ,marketing ,managerial finance,and organizational behavior management. The first eight
parts of this textbook are targeted for these fields. Since College English in Economics and
Management closely relates to money and banking , managerial strategy,international market-
ing, international economics as well as international business, texts related to these areas
make up the last six parts. There is also an appendix entitled business writings in the back of
this textbook. It is necessary to supply such an appendix for those students who will fre-
quently use English as a basic tool in their work after graduation.

What are the biggest problems for Chinese students to learn English? My previous expe-
rience with high school students, undergraduate students,and graduate students tells me that
none of them would exclude the obstacle of “learning words by heart. ” The other barrier
would be “speaking. ” Poor pronunciation (actually it is a matter of accent in most cases) by
the students is a source of embarrassment making them reluctant to speak. Writing in Eng-
lish is a skill seldom used in school and in future. Thus, people have ignored this toughest
area.

Now that the problems are presented, how are we to solve them?

It is well known and broadly agreed that the first one or two thousand English words are
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kept in a beginner’ s mind through forced memorization. Yet all the students taking the class
of College English in Economics and Management have passed this phase. Can a person keep
in mind an additional five or six thousand words with the same method? Definitely not, espe-
cially for the last two or three thousand words in eight thousand common English words. The
common failure of most undergraduate students and some graduate students in this stage has
proved it.

The late professor Xiliang Xu, one of the best professors in his time in the Department
of Western Languages and Literature of Peking University, once said, “It is not necessary to
force words into a learner’ s memory on purpose, for many of the words kept in memory by
enforcement simply wouldn’t last long. Some disappear in just a couple of weeks. Words held
in mind through reading are most stable. ” The reason is quite simple, but few people really
understand it.

Here I would like to present a straightforward example. The first day on campus for a
freshman is always exciting, yet he knows nobody. It seems to him that all ¢he faces are
strange. Afterwards, in classrooms or cafeterias, on athletic fields or with groups involved
in arts and sports, he continues to meet people and continues to make acquaintances. First
there are faces, then there are names. Day after day, he comes to know these people very
well. No one has asked him to learn these people by heart on purpose, so how can he keep
them in mind? It is the same with words. A word on page one may be new for people at first
glance. But on the third page, if the word is met again, people will remember either the first
or the last part of it. Till page eight,its pronunciation seems already familiar. On the fifteenth
or twentieth page, if the word continues to show up, people even know how to use it. One
thing needs to be mentioned—a student should never stop using a dictionary. Just like a per-
son meeting a student on campus, without asking who she is, he will never know her name
unless he obtains information from other sources. To learn more words, people have to read
more. The more one reads,the more opportunities one has to meet words. A person who nev-
er visits sports team or an art group probably will never know people there. A person who
does not read books in a certain field, will never learn the specialized vocabulary.

There are approximately six thousand English words which can be seen anywhere, in-
cluding bocks, newspapers, magazines, and periodicals. The remaining two thousand words,
though also called common words based on the theory of eight thousand common English
words, might be found only once in every thirty pages. If one takes eight to nine encounters
with a word to master it, the amount of reading required is quite clear. According to the gen-
eral experience of people, it is impossible for a person to learn these words without a great
deal of reading, while rote memorization is definitely not on the road leading to success.

Many students are still troubled by pronunciation in the stage of learning College Eng-
lish in Economics and Management due to the deep impression on the students by the high
quality tapes. However, there are so many examples in the world which remind people of re-
considering the standard of “Spoken English”. Actually this is a game theory of “pronuncia-
tion vs. accent”. Why are some Chinese students with TOEFL scores over 600 not able to un-
derstand a Middle Eastern professor’ s simple greetings when they just arrive in the United
States? Why are some very good Chinese professors in the Department of English not able to
understand completely the black people’ s dialogues in the movie ROOT'S? Why do announc-
ers of English radio stations in different countries speak with different voices? Why do busi-
nessmen from the Middle East, Far East, or Europe all speak different kinds of English? The
answer lies in their different accents. When people start to learn College English in Economics
and Management, they should have a brand new concept, that is—when the words come to
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an-end, if the speaker has been understood, then the communication is complete. As to the
voice of speaker,it will surely be blocked or affected to a certain extent by native accent. Peo-
ple just need not be bashful about it.

Howeyer ,there are two points in pronunciation which are very important ;One is to avoid
making mistakes in stress;the other is not to emphasize consonants,because either of the two
cases would make a word sound distorted and disrupt communication.

So far, what we have discussed are just some ordinary problems, such as how to keep
words in mind or how to get rid of shyness. Besides these, there are also some problems at
higher levels as people study College English in Economics and Management. One of them is
translation. This textbook is concerned with economics, business and management. Some sen-
tences in the texts are very tricky in terms of the combination of reading, understanding and
translating. On the one hand, the problem is caused by different customis in language expres-
sions ; on the other hand, it is caused by the art of language. When we say a sentence is diffi-
cult, we mean the kind of long sentence employing a different style of expression. As to the
way leading to the solution, Mr. Lei Fu, a famous late translator, explained long ago. Al-
though ‘he was well known as the greatest master in the translations of literary works, his
ideas can still help students learning College English in Economics and Management. Besides
the concepts presented in this textbook, coping with the art of language is equally important.

Two paragraphs of words by Mr. Lei Fu are very important: :

“In terms of the effect, in translation, as well as in copying a painting, one should catch
the spirit of the words rather than the words themselves. As to the practice, to translate is
much more difficult than to copy.” (Lei Fu, “Preface for Retranslation,” Le Pere Goriot,
1951.)

“If people think translation should not be plain, then it is necessary to assume that a
good work of translation done in Chinese by the author, would contain the spirit and expres-
sion of the original work,and the integration and fluency of translation, then are all well tak-
en care of. Phrases won’ t distort the original spirit of the words and the spirit won’ t bother
phrases either. ” (Lei Fu, “Preface for Retranslation,” Le Pere Goriot, 1951.)

Guided by Mr. Lei Fu’ s words, if students cut off the long English sentences and sepa-
rate the subordinate clauses, prepositional objects, and appositives, and at the same time , use
commas and semicolons to make the sentences translated into several very short subsen-
tences, it will make the work of translation much easier.

Having solved the key problem in learning College English in Economics and Manage-
ment, let’ s shift to other discussions on reading, listening, speaking and writing.

People learn their native language through the environment around them, either through
others’ talking or through the reflection of objects. The function of words in books ranks the
last in the process of the formation of concepts in the native language. However,a second lan-
guage is a totally different story, especially for Chinese students learning English. By and
large, Chinese students learn English through their reaction to the words in books. Hence,
the process of reaction in speaking, such as “object—Chinese—English”, and the process of
reaction in listening noted as “English—Chinese—object” widely exist among students. From
this point of view, reading and writing compose the most important two factors in learning
English. For a given sentence, if a Chinese student cannot catch the meaning through read-
ing, then he cannot understand it through listening either. As to the ability of expression, if
a Chinese student cannot write it,then he cannot express it through speaking either. Speaking
obviously requires an even faster speed of reaction than writing.

The final question is: when can a student’ s English be considered adequate?



An absolute answer to this question is that there never is an end to studying; an objec-
tive answer lies in the needs and requirements in one’ s work; and the general standard used
to evaluate a Chinese student’s English states that if the process of translation in reading, lis-
tening, writing and speaking disappears from one’s mind, his (or her) English is fine. What
is worth mentioning here is that although the process of translation no longer exists in one’s
brain, the process of word selection is still there, but all in English. By that time, the consid-
erations of grammar are thoroughly excluded. Reading and listening are nothing but a process
of catching meaning. _

The above are the contents of the textbook and a discussion of the methods of learning
College English in Economics and Management. 1 hope it will be helpful for the students who
will use this book. Meanwhile, suggestions and criticisms concerning this textbook are surely
welcome. In addition, the completion of this textbook greatly relied on the assistance of oth-
ers. First, I would like to appreciate my most respected professor Dr. Paul E. Sultan for his
contributions to the texts and for his patient work in editing part of the Key Terms and Con-
cepts. Appreciation also goes to John E. Weinrich, Donna Hussain, Ronald M. Copeland,
Peter H. Rushton, and Yihong Gao. Furthermore, I would like to express my appreciation
to Richard D. Irwin, Inc., Scott, Foreman and Company, Prentice-Hall, Inc. , John Wiley
and Sons, Inc., and McGraw-Hill Book Company for their permission to reprint passages.
Students and graduate students of Beijing Normal University made a lot of suggestions and
comments in my classes, here I would also like to express my sincere appreciation to them.

Xianyuan Dai
Beijing Normal University
August, 1993
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PART ONE
MICROECONOMICS

The Concept of Utility

Economists first began to analyze consumer behavior over a century ago when it was
fashionable in psychological circles,to assert that much of human behavior could be explained
by people’ s desire to realize as much “pleasure” and to avoid as much “pain” as possible. The
pleasure-pain doctrine was quickly borrowed by economists' and applied to the sphere of con-
sumer expenditures in what became the first systematic theory of motivated consumer behav-
ior ;2 the basic economic thesis was that rational consumers would ,quite intentionally, manage
their purchases of goods and services so as to realize the greatest possible amount of overall
total “satisfaction. ” Economists labels the want-satisfying power of goods and services as
“utility. ”*

The concept of utility refers to the pleasure or satisfaction associated with having,using,
consuming , or benefiting from goods or services. The utility inherent in a good or service de-
rives from whatever qualities it has that gives it want-satisfying capabilities. The sources and
causes of utility are legion: better health, esthetic beauty or design, ease of use, flavor and
taste, durability, convenience, luxury, comfort, a sense of individuality, pleasure, prestige,
status, pride, security, ego gratification, and power—to mention the most obvious. Hence,
utility has both objective and subjective features and, most particularly, utility is a matter of
individual taste, preference, perception, personality makeup, and state of mind.*

As a consequence, the utility that a good possesses or is perceived to possess is variable,
not absolute. In the first place,® no two people necessarily will view a good as having the
same degree of want-satisfying powers—one person may derive great utility from smoking
cigarettes while someone else finds them distasteful ; Cadillacs may be important status sym-
bols to some people (and hence have great utility), yet have little or no appeal to other peo-
ple. Different people buy the same product for quite different uses and motivations. Peanuts,
for instance, are bought by some people to serve at cocktail parties, by others to make peanut
brittle®, and by some to feed to squirrels, with potentially different utilities to each buyer in
each case. Moreover, the utility of a good can vary from time to time,or place to place. Rising

_gasoline prices quickly modified the utility many people placed on small cars.” Wool clothing
does not have the same utility or want-satisfying powers for people living in short-winter cli-
mates as for those living in long-winter climates. But irrespective of the wide variations® that
different persons may place on the utility of a good or service, the utility concept offers a pur-
poseful basis for establishing consumer preferences for what and how much they will pur-
chase? because it leads to comparisons of the amounts of satisfaction received from different
consumption rates of different goods and services.

It is, of course, doubtful that the intensity of satisfaction one gains from an item can be
represented precisely in cardinal rankings whereby numerical values are assigned to represent
utility. '* One may say that “broiled lobster is my favorite food” or “I enjoy broiled lobster
more than any other seafood or meat”;but if asked “how much do you enjoy broiled lobster?”
one can scarcely reply “about 17” and expect to convey understanding. ' The subjective na-
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ture of the utility concept is, however, susceptible to ordinal ranking measure. ¥ In ordinal
preference patterns,one only has to be able to rank alternatives—from highest to lowest,best
to worst, or most satisfying to least satisfying; no attempt is made to quantify the amount by
which one alternative is better (or worse) than others.

Despite the fact that utility is not subject to precise quantification, it is still analytically
useful to assume that utility can be represented by cardinal numbers. Doing so makes it easier
to illuminate several important aspects of consumer behavior.

From Arthur A. Thompson, Jr. and John P. Formby, Economics of the Firm: Theory and
Practice 6th ed. ©1993, pp. 36-37. Reprinted by permission of Prentice-Hall, Englewood
Cliffs, New Jersey.

Key Terms and Concepts

Cadillac a brand name of car.

status syinbols symbols which represent people’s position or state,namely,wealthy or poor.

intensity of satisfaction a phrase used to describe how much the satisfaction is.

cardinal rankings one of the two ways to measure utility. In this way, numerical values are
assigned to represent utility.

ordinal rankings one of the two ways to measure utility, In this way, utility is measured
without a specified unit. Ordinal rankings provide the order of preference without absolute
scale of difference in preference.

ordinal preference patterns all kinds of preferences ranked by certain kinds of preference
standards.

NOTES

1. The pleasure-pain doctrine- was quickly borrowed by economists... XRS5 EHER
RREREF LT T |

2." ... applied to the sphere of consumer expenditures in what became the first systematic
theory of motivated consumer behavior;.., et ERERNRSENER) 2HTHE
BREMHERIT R, FEZRNBREBRETINE N RAER; -~ '

3. Economists labeled the want-satisfying power of goods and services as “utility. > 2%
FZHEAMTAERAREFOFESHERN A",

4. ... utility is a matter of individual taste, preference, perception, personality makeup, and
state of mind. - HARETF AW O, WIF. B, MEAHBREBEHRE.

5. in the first place ®%&

6. to make peanut brittle AR

7. Rising gasoline prices quickly modified the utility many people placed on small cars. ¥
U e LT, RERBBET A MNRENRANES.

8. irrespective of the wide variations AEEZFARFEHIFN GER R AT SRS H
BEARE D

9. ... the utility concept offers a purposeful basis for establishing consumer preferences for
what and how much they will purchase... X FAFEHLAHITE>, HHHES
REY®ET - FEXRERBEAMNBXFRLG -

10. ... whereby numerical values are assigned to represent utility,  +eve B s ¥{E kM
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11. ... expect to convey understanding,  *e-+* - (AR REEEXRPHER.
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12. The subjective nature of the utility concepts is, however, susceptible to ordinal ranking

measure.  {HE, BARSHLRERE S T HIRFHFIHERER.

*»

How Markets Function

A critical part of examining the market for a product is the structure of competition—
whether there are many or few sellers in the industry. The terms “many” and “few” are delin-
eated not so much by the numbers of firms as by the competitive interaction among firms.
There are “many” sellers of a product when no one firm has a big enough volume of business
or enjoys high enough standing as a market leader for the remaining firms to react to its ac-
tions. Each firm is small enough and insignificant enough in the context of the whole market?
that it is virtually an anonymous entity,® hidden by sheer numbers from the watchful eyes of
other firms. * In contrast, we say there are “few” sellers of a product whenever the actions of
any one firm will be noticed and reacted to by rival sellers. “Few” means few enéugh so that
firms find it imperative to follow each other’ s moves closely. Fewness of sellers also means
that each firm is large relative to the size of the market in which it operates; often, when
firms are few in number each firm is large in absolute size as well. The single-firm industry,
or monopoly, is the limiting case of fewness.

A second key element in market analysis relates to whether the products of sellers are i-
dentical or differentiated. The products of sellers may be considered to be identical whenever
and wherever customers evidence no particular preference for one firm’s product over that of
another firm. ® This may arise because the item is produced by a process that confers certain
measurable qualities which can be graded and which are unrelated to the seller producing it.
For instance, choice-grade beef is choice-grade beef, and one cannot tell (nor does it really
matter) whether it came from ranch A or ranch B. In such cases, the products of firms in an
industry tend to be perfect substitutes; examples include cotton, sulfuric acid, natural gas,
coal, cement, and coffee beans.

On the other hand, where the products of firms are distinctive and somewhat unique,
they are not perfect substitutes for one another, and buyers may have good reason to prefer
the product of one firm over that of another. However, the ultimate test of differentiation is
in the mind of the buyer, and the perceived differences in the products of various firms may
be either real or contrived. “Real”differences involving performance , materials , design , work-
manship, and service are obviously important aspects of product differentiation. But “con-
trived” differences brought about by brand names, trademarks, packaging, and advertising
can also be important to buyers; for example, even though all brands of aspirin are chemically
alike, many buyers evidence preference for one brand over others.

In addition, it should be recognized that a firm’s product extends beyond the physical and
functional characteristics of the item itself. ® Although a large number of retailers in an area
may sell Crest toothpaste, they may not be viewed as equally attractive to buyers of Crest.
The sales clerks in one store may be more courteous, or its location more convenient, or its
checkout system faster, or its delivery service more dependable, or its credit terms more ac-
commodating. Such factors can cause buyers to prefer one seller over another, even though
the item purchased is the same. The various brands of shoes, wines, cereal , cosmetics, tires,
and soft drinks are all examples of differentiated products.

As might be expected, competition proceeds along different lines, depending on whether
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there are “many” or “few” firms and whether their products are identical or differentiated.
Viewed from this perspective, four main forms of market structure and organization stand
out:

Perfect competition—many sellers of a standardized product.

Monopolistic competition—many sellers of a differentiated product.

Oligopoly—few sellers of either a standardized or a differentiated product.
“Monopoly—a single seller of a product for which there is no close substitute.

o
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New Jersey.

Key Terms and Concepts

choice-grade beef quality measure of beef packaged and sold at different prices.

perfect substitution refers to the products in very much similar qualities that a consumer
would just as soon have one as the other.

Crest a brand name of toothpaste.

checkout system a system in store or supermarket to generate bills of payments for cus-
tomers and complete the transaction with customers, usually automated in U. S.

credit terms period of late payment to be offered by a seller.

NOTES

1. The terms “many” and “few” are delineated not so much by the number of firms as by the
competitive interaction among firms. XEMIF “&” 5 “” RMIEBLUMWEE,
BEEMNEREEIMMTSFIED.

2. in the context of the whole market ZEXPMHGHEEN

3. an anonymous entity 14 # Lk

4. ... hidden by sheer numbers from the watchful eyes of other firms. -V B9 ¥ H R
Z, Bl —8—P ol ERMFAZHETER) BRAEAREMAVER.

5. ... customers evidence no particular preference for one firm’ s product over that of anoth-
;{ir;- e HREAEHNE—NEUH =R EFRORE, T B UM ERR
RXR .,

6. ... it should be recognized that a firm’s product extents beyond the physical and function-
al characteristics of the item itself.  «++« WiKIAIRE BRERMEATE), -4 UH
FRALR T 7= G4 5 MTh e LAy IR 4%,
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