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CHAPIER 1

What is Economics
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A society faces many decisions. It must decide who will eat shark’s
fin and who will eat potatoes. It must decide who will drive a
Mercedes-Benz and who will take the bus. Economics will tell you why.
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Economics is everybody’s business, but it is especially important to business
people and others who wish to become well-informed. We ought to be curious about
our complex physical and social environment.

Economics deals  with
managing resources to meet the
desires of people. It is a body
of knowledge that deals with
the creation and distribution of
goods and services to satisfy
human wants. The economist
studies theories relating to
demand-supply  relationships,
monetary problems, pricing
theory, labor problems, and

international trade.

The effective birth of economics as a separate science may be traced to the year
1776, when the Scottish philosopher Adam Smith published An Inquiry into the Nature
and Causes of the Wealth of Nations, which was the first full-scale treatise on
economics. By his influence, he founded what later generations were to call the
“English School of Classical Political Economy. ”

The study of economics may be approached in two different ways. One is called
the microeconomics approach and the other macroeconomics. Microeconomics is
concerned with specific economic units and the behavior of these units under certain
conditions. In microeconomics we deal with terms of an individual industry or firm
and focus on such things as the firm’s output, the number of persons employed, and
the firm’s revenue or income. In microeconomics we study the trees, not the forest.
In contrast, macroeconomics deals with the total economy or with large parts of it.



Groups of economic units are treated as if they were one unit. Thus, we might lump
together retail stores and treat them as a single economic unit. Macroeconomics
projects an overview without paying attention to individual stores.

Economics is of practical value in business, for it aids in making decisions and
establishing policies. It helps us become better-informed in dealing with the problems
of business.

At this point, we can consider what economic growth can bring about. It can
increase the amount of goods and services available to people; it can provide a rising
standard of living. As an increased quantity of goods is produced, a family can live
much better. It can guarantee full employment, providing jobs for all who are willing
and able to work; it can encourage price stability. Stable prices are needed to
minimize upswings and downswings in the business cycle and to prevent inflation and




deflation. It can provide an equitable distribution of income, eliminate the extremes of
wealth and poverty and provide a good living standard for everyone; it can ensure
economic freedom. Persons should be guaranteed the freedom to choose the work they
prefer and the privilege of buying goods freely in the marketplace; and finally it can
provide economic security. Persons who are disabled, aged, dependent, or handicapped

and unable to care for themselves should be given some sort of economic assistance.

well-informed adj.  possessing, displaying, or based on reliable information JJ

6 BREH, BEK
distribution n. the process of marketing and supplying goods, especially
to retailers B &% MIWLIE ; S EFFNBCHI Y S 0
monetary adj.  of or relating to a nation’s currency or coinage £k ;8T
i)
trace VL. to ascertain the successive stages in the development or

progress of 35 ¥

philosopher n. a specialist in philosophy ¥ 2%

treatise n. a systematic, usually extensive written discourse on a
subject & REC

approach V. to begin to deal with or work on FHF; FFIAL- R T/E

specific adj.  explicitly set forth; definite FEZATIAFHE ; BHHRH)

focus Vi to concentrate attention or energy FE (FE HEEES)

revenue n. yield from property or investment; income W25 ; LA

lump vt. to put together in a single group without discrimination 3¢
B RE—R

retail adj. of, relating to, or engaged in the sale of goods or
commodities at retail FHEH); SEEH LM

project vt. to put forth; present for consideration 2 ; A

overview n. a broad, comprehensive view; a survey 4558 ; HEYW



practical

establish

available
stability
minimize

upswing
equitable
eliminate
guarantee
privilege

security
disabled
handicapped

assistance

SP

adj.

vt

adj.

vt

adj.

vt
vt

adj.
adj.

demand and supply

relationship

microeconomics

of, relating to practice or action, rather than theory,
speculation, or ideals SEERH , SLFRAY ‘
to introduce and put (a law, for example) into force' $
T E S (RS

present and ready for use; accessible ] F#g; 0l KB
the state or quality of being stable &£

to reduce to the smallest possible amount, extent, size, or
degree /0B B KRR B (FE R TERE)

an upward swing or trend K , [[] L A#EE

just and impartial 2YTE#; AFH

to get rid of; remove i K ; THER

to make certain; to furnish security for {£iF ; JH{#

a special advantage, immunity, permission, right, or
benefit granted to or enjoyed by an individual, a class, or
a caste ¥pi; #ALRAH

freedom from risk or danger; safety %4>

impaired, as in physical functioning B {4 FR& K
physically or mentally disabled % ; B 4= FRERIGEHY;
FETFHY

aid; help ##Bh; #REh

the relationship between the amount of goods for sale
and the amount of goods that people want to buy,
especially the way it influences prices fit>R K F

the study of the operations of the components of a
national economy, such as individual firms, households,
and consumers M A FH ERMR —TERXELFHA
RERSY RN T, FKEEFNE & 75 st




macroeeconomics

deflation

standard of living
inflation

Political Economy

the study of the overall aspects and workings of a
national economy, such as income, output, and the
interrelationship among diverse economic sectors 2242
TR — - EHRAFTRE T mALEE, EmlA X
HAEFEG S Z AR R PTR

a persistent decrease in the level of consumer prices or a
persistent increase in the purchasing power of money
because of a reduction in available currency and credit
BERRER S LEHTURERTAFERORD, R
BOH B AL R KR EE T REEUEE T WG 3K A FP SR 4R 7
HAE “living standard” 4 %K

a persistent increase in the level of consumer prices or a
persistent decline in the purchasing power of money,
caused by an increase in available currency and credit
beyond the proportion of available goods and services i
KR B THE LERAE AR TR IS
ROt AR AR 55 T0 BTN 38 S A K S 2 _E K
IR T WL N FREET B

BORZ YT ¥

English School of Classical 3 [E 1 LB I4 B 3 IR

Political Economy

USA

ES

deal with sb. /sth.

[FRIAR,BE

This is a book dealing with Business English.
XR—AHRHEFEERN B,

. [Biz] GRASAAFERRE, 5 X5

When you deal with that company, you should be
cautious. It doesn’t enjoy a good credit standing.



