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Unit One Economics

A Learning Objectives
1. To understand what economics is generally concerned.
2. To leamn about the basic concepts of economics.

3. To recognize two major fields of economics theories.

5] Text A What Is Economics
ft A RZH#

Economics is a social science, which is concemed in large measure with human behavior.
Economics, as distinct from other social sciences, is concemned with three principal matters:

(1) The behavior of prices.

(2) The forces which determine income and employment.

(3) The creation and distribution of wealth.

Prices, income, wealth—all of these are measurable in money terms. Yet economics is concerned
with much more than money matters. It is a broad field of study and includes such specialized areas as
monetary economics, industrial economics, labour economics etc. There is the separate but closely
related discipline of econometrics which is concemed with the mathematical and statistical analysis of
economic relationships .

The Meaning of “Economics”

Economics is derived from a Greek word meaning the management of a household. At the domestic
level this means setting aside a part of one’s income for various expenses necessary to sustain a
household—food, clothing, cleaning materials, morigage payments or rent etc. Since we never seem to
have enough money to provide for all the things we would like, we have to economize, i.e. we try to
make the best use of our scarce resources, and to use them efficiently.

Free and Scarce Goods

Nearly all goods and services are scarce in the sense that the supply of them is limited. The air we
breathe may seem to be an exception, but huge sums of money have been spent to keep the air as clean as

it is. Many places are today designated “smokeless zones”, there is a continuing campaign to remove
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pollutants from petrol or other toxic substances. So even the air we breathe involves a substantial cost in

econonucs terms.

The Economic Problem—Scarcity and Choice

Economies can be seen in terms of the study of human behavior in the context of limited resources,
the allocation of those scarce resources, and the distribution of those scarce resources among competing
groups. As individuals or firms our income is finite, our wanis potentially infinite. Except for a few
ascetic people, our wants—not the same as our needs—nearly always exceed our available resources.
This applies not only to individuals but also for business and governments. It is true for rich and poor
alike, although the starkness of choice for the very poor—between sufficient food and adequate clothing—
is more striking. An already wealthy businessman will not necessarily jump at the chance of making more
money, because for him time is a scarce resource. For the government, the budget is its annual exercise
in reconciling scarcity and choice for the nation as a whole.

As discussed earlier, the basic economic problem confronting all societies is how to allocate scarce
resources between altemative uses, because there are insufficient resources to produce all that are
desired. As a result, society is forced to make choices. These choices include:

(1) What output will be produced? It is obvious that if society cannot have all the output it desires,
it must choose which goods and services to produce from the available resources.

(2) How will the goods be produced? There are various ways of producing any given output. In
many of the world's poorer countries production is largely labor-intensive, while production of the same
goods in the richer countries is often capital-intensive..

(3) For whom will the output be produced? Clearly, if an output is produced there must be some

means of allocating it to consumers and of deciding who receives what.

(] Vocabulary

concemed adj. XOH), XM
distinct adj. AFEI, 735169, MiSH
matter n. ng, $T§, (6] R
monetary economics 5% TH 24
labour economics FFBIARFrF
industrial economics =NV R T
discipline n. ¥§

econometrics T B HF¥
economize v. PH

substantial adj. KERH)

ascetic adj. PriTHY
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apply...to EHT

budget n. FIE

reconcile vt. P

alternative uses EFE{H
labor-intensive 353 1 % FERY
capital-intensive  ¥f & # &Y
starkness n. 584, ZH
allocate ot. 73AC, BC4Y

Notes

L.
2.

Economics is concerned with much more than money matters. S H ARG HTA XL,
Nearly all goods and services are scarce in the sense that the supply of them is limited. B FHt%5%4
KR, JLF B4 o 7 A P AR 55 0 T D R AR R

- Economics can be seen in terms of the study of human behavior in the context of limited resources. %

BT — TR ST AT IR SR Y UR 22 R

. This applies not only to individuals but also for business and governments. XATGEATAIA,

Rl 1 A T4k FIBUA

. The basic economic problem confronting all societies is how to allocate scarce resources between

alternative uses. F}fﬁ?ié%ﬁllfﬁH@—ﬁ‘%ﬂ%ﬂé%‘ﬂ@%ﬁﬂﬁ%ﬁ@ﬁﬁﬁ%ﬁ‘lﬂ%ﬁ“H‘Jiﬁiﬁ%
HHAT T EL,

&S Exercises

1.

Please answer the following questions according to the passage.

1) What is economics? ‘

2) What is economics concerned?

3) What is econometrics?

4) What does “economics” mean at the domestic level?

5) Why does our society need to make choices?

6) What kinds of choices confront all societies?

7) What is the basic economic problem confronting human society?

8) How different is it between poorer countries and richer countries as far as the ways the goods are
produced are concerned?

2. ReadthefollowingsmtanentsandtellwhichisTmeorFalseaecordingtothepassageyouhave
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read.

1) Economics is concerned with two major matters: The behavior of prices and the creation and
distribution of wealth,

2) Economics is concemed only with money.

3) Economics is derived from a Greek word meaning the management of a household .

4) Since we never seem to have enough money to provide for all the things we would like, we have to
try to make the best use of our scarce resources, and to use them efficiently.

5) Nearly all goods and services are scarce in the sense that the supply of them is limited.

6) As individuals or fimns our income is finite, our wants potentially infinite.

7) An already wealthy businessman will surely jump at the chance of making more money .

8) Obviously if society cannot have all the output it desires, it must choose which goods and services

to produce from the available resources.

- Please replace the italicized words in each sentence with the words in the passage.

1) Economics is concerned with three most important matters .

2) Economics related 10 money is also included in the study of economics as a whole.

3) Since there seems never to be enough money to provide for all the people, we have to economize .

4) Even the air we breathe involves a substantial cost in economics terms.

5) There is hardly plenty of goods and services in the sense that the supply of them has always been
inadequate.

6) One of the studies of economics is the study of human behavior in the context of limited possession
of goods.

7) This applies not only to individuals but also for business and governments .

8) The basic economic problem confronting all societies is how to allocate scarce resource between

alternative uses.

» Cloze (100 to 150 words long in length with up to 8 or 10 words to be filled in).

The word economy comes from the Greek word for “one who (D a household.” At first sight,
this origin might seem peculiar. But in fact, households and @ have much in common. A
household faces many decisions. It must decide which members of the __ @ _do which tasks and what
each member gets in __ @ : Who cooks dinner? Who does the laundry? In short, the household
must allocate its scarce __ (&) _ among its various members, taking into account each member’ s
abilities, efforts and desires.

Like a household, a society faces many  ® . A society must decide what jobs will be done
and who will do them. It needs some people to grow food, @ people to make clothing, and still
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others to design computer software. Once has allocated people, as well as land, buildings and
machines, to various jobs, it must also (@ the output of goods and services that they produce.

Text B Economics Theories
SV FHEIL

Standard economics can be divided into two major fields. The first, price theory or microeconomics,

explains how the interplay of supply and demand in competitive markets creates a multitude of individual

prices, wage rates, profit margins, and rental changes. Microeconomics assumes that people behave

rationally. Consumers try to spend their income in ways that give them as much pleasure as possible. As

economists say, they maximize utility.

The second field, macroeconomics, deals with modem
explanations of national income and employment. Macroeconomics
dates from the book, The General Theory of Employment,
Interest, and Money (1935), by the British economist John
Maynard Keynes. His explanation of prosperity and depression
centers on the total or aggregate demand for goods and services by
consumers, business investors, and govermnments. Because,
according to Keynes, inadequate aggregate demand increases
unemployment, the indicated cure is either more investment by
businesses or more spending and consequently larger budget
deficits by government.

Microeconomics, branch of economics, deals with small
units, including individual companies and small groups of
consumers. Economics is concemed with the allocation of scarce
means among competing ends. People have a variety of objectives,
ranging from the satisfaction of such minimum needs as food,

Economists—John Maynard Keynes
(1883—1946)

clothing, and shelter, to more complex objectives of all kinds, material, aesthetic, and spiritual.
However, the means available to satisfy these objectives at any point in time are limited by the available
supply of factors of production (labor, capital, and raw materials) and the existing technology.
Microeconomics is the study of how these resources are allocated to the satisfaction of competing
objectives. It contrasts with macroeconomics, which is concerned with the extent to which the available
resources are fully utilized, or increase over time, and related issues. It is not always possible to make a
distinction between microeconomics and macroeconomics. For example, the difference between conflicting
schools of thought in macroeconomics is sometimes traced to differences in assumptions related to



