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CHAPTER 1 Introduction

TEXT A Why Study Economics

As you begin your reading, you are probably wonder-
ing: Why study economics? In fact, people do it for count-
less reasons.

Some study economics because they hope to make mon-
ey.

Others worry that they will be illiterate if they can not
understand the laws of supply and demand. ,

People are also concerned to learn how recession or oil
prices will affect their future.

All these reasons, and many more, make good sense.
Still, we have come to realize, there is one overriding reason
to learn the basic lessons of economics.

All your life from cradle to grave you will run up
against the brutal truths of economics. As a voter, you will
make decisions on issues on the government budget, regu-
lating industries, taxes, and foreign trade that cannot be
understood until you have mastered the rudiments of this
subject.
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Choosing your life’s occupation is the most important
economic decision you will make. Your future depends not
only on your own abilities but also upon how economic
forces beyond your control affect your wages. Also, eco-
nomics may help you invest the nest egg you have saved
from your earnings. Of course, studying economics cannot
make you a genius. But without economies the dice of life
are simply loaded against you.

There is no need to belabor the point. We hope you will
find that, in addition to being useful, economics is a fasci-
nating field in its own right. Generations of students, often
to their surprise, have discovered how stimulating eco-

nomics can be.
New Words

illiterate adj. /n.  ( to a person who is ) not literate; un-
able to read or write EX4LHI;XF
recession n. a period of reduced business activity H %&;
(Rk B =B
overriding adj. more important than anything else; over-
whelming
cradle n. small; low bed sometimes mounted on rockers;
for a newborn baby (FiAEZJLBHKRBRE EK
grave n. hole dug in the ground for a corpse; the mound of
earth or the monument over it EJ{;E
brutal adj. savage; cruel; severe BHEM;ERIZN
2.



budget n. BME(RBEBHZHEE).
regulate vz, control systematically; cause to obey a rule or
standard ARG EHE; 376l FHF N K
P
rudiment n.  (pl.) first steps or stages ( of an art or sci-
ence ) (BD)(ZAREBEM WD ;M4 ; ZER
occupation n. business, trade, etc. ; (that which occupies
one’s time, either permanently or as a hob-
by, etc. ) Fab; B ;A7 s THE
invest vt. put (money) in ¥
nest n. place made or chosen by a bird for its eggs S
earning n. ( pl. ) money earned B K&

genius n. KA

dice n. RF(AEBROBRBRTER

belabor v,  Xfeeeee (Fvig: RN

fascinating adj. having strong charm or attraction 3 A

I PN
stimulating adj. excited FJEH;BEIH,.HBH

Notes

1. make good sense: make sense, have a meaning that can
be understood BXEXL;#BE _

2. from cradle to grave: from birth to death M 4 3| 3E,
—4

3. run up against: to turn out against you FRIBEITRARFH

4. nest egg: ( fig ) sum of money saved for future use &

¢« 3



5.

6.

I

EREGIESYAEEELETIZA) :MED %2
FRRRER; () Ak ARBENE

load the dice against sb. : M EAFRAELKTF; )AL
ESTFERHSFEARE

in addition to: as well as 02,3 B ;BRee--- Z 5

Exercises

. Comprehension

True or False Test.

1.

People have countless reasons to study economics.

( )

Many people study economics because they hope to make
money. ( )

Some people worry that they will not be literate if they

cannot understand the laws of supply and demand.

( )

. Recession or oil prices will affect people’s future. ( )

Only some reasons for the study of economics have a
.good meaning that can be understood. ( )

All your life from birth to death you will meet the brutal
truths of economics by chance or unexpectedly. ( )
You can’t understand the issues such as government bud-
get, regulating industries, taxes and foreign trade if you
have not mastered the rudiments of this subject. ( )
The most important economic decision you will make is
to choose your life’s occupation. ( )

o4 o



9. Your future only depends upon how economic forces be-

yond your control affect your wages. ( )
10. Studying economics can make you a genius. ( )
I. Translation
A. Translate the following sentences into Chinese.

1.

w o=

People are also concerned to learn how recession or oil
prices will affect their future.

Economics may help you invest the nest egg you have
saved from your earnings.

Without economics the dice of life are simply loaded a-
gainst you.

We hope you will find that, in addition to being useful,
economics is a fascinating field in it’s own right.
Generations of students, often to their surprise, have

discovered how stimulating economics can be.

. Translate the following sentences into English.

BEXE,RMNZFUEIEHENFREARBEN.
HRABREEFENELINETZ—.
RMNAECLFBNRBZIZHENBRRARIINER
RETooER.
AMIE—EFBELBI-LELUFRRNOEFEE,
RMNEZBH - T REENEFRERRNTEZELC —
LS AN



TEXT B What is Economics

Economics covers all kinds of topics. But at the core
it’s devoted to understanding how society allocates its scarce
resources. Along the way to studying the implication of
scarcity, economics tries to figure out the 1,001 puzzles of
everyday life. ‘

You have undoubtedly asked a multitude of economic
questions even before you picked up your first textbook on
economics. You might come into your first class with ques-
tions like these:

Why do people worry about the government budget
deficit? What are the effects of the budget deficit on infla-
tion? For that matter, why do people worry about inflation?
Why are some people rich and others poor? What exactly is
a market economy? What would happen if we kept foreign-
ers out of the United States to “protect” domestic workers
and firms? Why is it sometimes hard to find a summer job,
Sometimes easy? How much is it really costing me to go to
college?

As a scholarly discipline, economics is two- centuries
old. Adam Smith published his path-breaking book “The
Wealth of Nations” in 1776, a year also notable for the Dec-
laration of Independence. Adam Smith’s contribution was to
analyze the way that markets organized economic life and

6.



produced rapid economic growth. He showed that a system
of prices and markets is able to coordinate people and busi-
nesses without any central direction. Almost a century lat-
er, as vibrant capitalist enterprises in railroads, textiles,
and other sectors began to spread their influence into every
region of the world, there appeared the massive critique of
capitalism: Karl Marx’s “Capital”. In this book Marx pro-
claimed that capitalism was doomed and would soon be fol--
lowed by business depressions, revolutionary upheavals,
and socialism. In 1936, in the trough of the Great Depres-
sion, however, John Maynard Keynes published “The Gen-
eral Theory of Employment, Interest and Money”. This
landmark work described a new approach to economics, one
that would help government monetary and fiscal policies
tame the worst ravages of business cycles.

In the 1980s, the wheel turned full circle. The capital-
ist countries of the West and socialist countries of the East
rediscovered the power of the market to produce rapid tech-
nological changes and high living standards. In the West,
governments reduced the regulatory burdens on industry and
decontrolled prices. The most dramatic development oc-
curred in Eastern Europe, where the peaceful revolution of
1989 forced the socialist countries to cast off their central —
planning apparatus and allow market forces again to spring
up. The fundamental insight of Adam Smith were rediscov-
ered more than two centuries after he wrote The Wealth Of

Nations.
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What exactly is the subject that the economists from
Smith to Marx to the present generation have analyzed?
Here are a few definitions of economics:

Economics asks what goods are produced, how these
goods are produced, and for whom they are produced.

Economics analyzes movements in the overall economy
trends in prices, output, unemployment, and foreign trade.
Once such trends are understood, economics helps develop
the policies by which governments can improve the perfor-
mance of the economy.

Economics is the study of commerce among nations. It
helps explain why nations export some goods and import
others, and analyzes the effects of putting economic barriers
at national frontiers.

Economics is the science of choice. It studies how peo-
ple choose to use scarce or limited productive resources (la-
bor, equipment, technical knowledge), to produce various
commodities (such as wheat, overcoats, concerts, and mis-
siles), and to distribute these goods for consumption.

Economics is the study of money, banking, capital,
and wealth.

The list is a good one, yet you could extend it many
times over. But if we boil down all these definitions, we will
find a common theme

Economics is the study of how societies use scarce re-
sources to produce valuable commodities and distribute them
among different people.
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