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Preface

In the economic world, individual behaviors are considered micro behaviors,
and many micro behaviors are grouped by values, geographic regions and
customs, which result in macro social phenomena. “popularity” is just the result

of the evolution from micro motives to macro behaviors.

The Economics of Popularity
Preface: The Importance of Popularity

The research on economy is actually the research on humans and objects, the
research on the interactive revolution process from macro to micro and then to
macro and then to micro again. And through such research, we can summarize the
current economic situations and predict the future economic developments — that’s
where economics come in.

What is typical in such a research process is the shift from tangible cargo
research to intangible labor force research, which is a great leap in the field of
economics led by a group of Nobel prize winners in economics such as Thodore
W.Schults. According to the traditional economic theories, “capital” generally
means all kinds of material production elements such as the factories, machinery
equipment and inventories that exist in the manufacturing process. However, some
economists—represented by Schults and Baker, argue that the above said economic

concepts are just a description of the material capital, which is incomplete. The
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complete concept of capital shall include both the material capital and human
capital. From the end of Schults and his supporters, the so-called “human capital”
is the capital shown in laborers, which is the sum of the expenses incurred from
the basic, vocational and continuous education and training provided for the
laborers (direct costs) and the working income given up by the laborers while they
are taking such training and education (opportunity costs). The human capital
appears as the sum of all types of production knowledge, working skills and health
carried by laborers. Schults and some other economists have expanded their field
of research into the qualification training of humans, which seems intangible but
plays an important role in economic construction. Another Nobel prize winner in
economics - Thomas C. Schelling (U.S.) has raised this topic during his research
on humans and economy: the interactive relationship between individual motives,
behaviors (or micro motives) and the general consequence (macro behaviors)
resulted from them. This topic explores not only the surprising macro outcomes
resulted from individual behaviors, the individual motives or behaviors contained
in such macro outcomes, but also the possibility of deducing the targeted micro
motives from the macro behaviors observed. The biggest difference between
such repetitive process of corrections and comparisons between the macro and
micro and Schults’ term of “intangible assets” is that Schelling pays further more
attention to the relationship between the micro behaviors of individuals and their
macro consequences, and the relationship between “the micro individuals”, the
society and the economy.

How can we cluster all the motives of the same “micro individuals” to
form “macro social behaviors”? How can we turn different motives of “micro

individuals™ into different “macro social behaviors”? How can we make “the



macro social behaviors” serve our economy? And how can we simplify “the micro
individuals™ and “the macro social behaviors” into economic terms that are easy
for people to understand?...

The research on people and society, with the advance of our society and
development of our economy, will evolve into more and more academic branches
of economics, which is an endless process, so where do we come in? The human
logical thinking system is generally based on two categories: natural science and
social science.

Have you ever seen this scientific preposition before? “If all the six billion
and more people on the earth (excluding all the infants who haven’t learned to
walk and all the disabled adults and elders who are unable to jump) take one action
— make a jump in difference places at the same time, and then what will happen to
the earth?” There has been a huge variety of answers to this question on the Web:
Some people have calculated the huge tonnage of the pushing power generated
by such a “world jump”, which will move the earth away from its orbit and thus
disorder the original timeline of the four seasons and change the geographical
locations of the North and South Pole. Some other people, however, have argued
that if all the people jump from their own places that are evenly scattered around
the giant globe and all the pushing powers from different directions are totally
offset, if possible, then nothing will happen and the earth will probably be still
moving on its original orbit with everything remaining unchanged, and if you want
to jump, just go ahead!

The above two answers—either the pushing power version or the pushing
power offsetting version are both based on the logic of natural science. Then what

if we look at the whole thing from the perspective of social science? We will still
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use the above “world jump” preposition. If some people think this way: Why
will so many people make such a jump at the same time? What will the resulting
economic benefits or costs be? And what will assure all these people make the
jump actually at the same time? And so on... Then all these questions are based on
the social economics. In practice, we usually consider the both, it’s just a matter of
preference. Both social economics and natural science are extensive and profound,
and all the research we’ve done till today has only covered a tiny aspect: the issues
on “the behaviors of humans”. Individual behaviors are micro behaviors in the
whole economic world, and many of such micro behaviors of the human society
are grouped by values, regions and customs, which collectively result in macro
social phenomena. “The popularity” is just the outcome of the evolution from
micro motives to macro behaviors.

Speaking of “popularity”, I remember one day I stepped into a realtor firm,
and a young man came up to me, smiling, and asked me: “Sir, are you looking for
a house to rent or buy?”

I replied without much care: “To buy”.

The young man suddenly became excited and started introducing an
apartment compound to me — good layout of rooms, convenient transportation with
much room for further value growth, and so on. And most importantly, at the end
of his speech, he said in a very sincere tone: “When you’re buying a house, always
choose one located in a “high-popularity” place.

“What do you mean by “high-popularity”? I asked.

He replied: “I mean a place with lots of people”.

“There are lots of people in the refugee camps along the Israel—Palestine

border, you mean a “high-popularity” place like that?

xi
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“Sir, how can a refugee camp be a decent living place for humans? I mean a
nice living place—with lots of people living there.”

“Alright. Then there’s a huge population of over 800,000 in Hongkou District,
Shanghai, which equals the population of Yulin City, Shanxi Province. Do you
think these two places are of the same popularity?”

“Oh sir, Yulin is an inner mid-western city, while Shanghai is such a modern
metropolis, they are barely comparable!™

“But aren’t these two cities of almost the same population?”

The young man was somewhat irritated by my challenging questions. He
said: “Alright, you tell me what “popularity” is then!”

Yes, what is popularity? When we are looking for houses to buy, we often
hear people talking about poor locations of low popularity which are off their
recommendation lists, or good locations of high popularity with much potential for
future value growth. Popularity is also important to cities—the developing speed
and pattern of a city and the arrangement of businesses in its development zones—
all these factors are closely related to popularity. Even an online shopping mall is
also heavily dependent on popularity. So, business development, city construction
and the success of superstars—such things are all connected with popularity.

The housing industry is an economic phenomenon which sensitively reflects
the economy of popularity. For example, the house prices in Beijing and Shanghai
have been at high levels, and it’s very hard to take them down—either with “the
five national clauses” or the house property tax. Even in 2015—the year of week
market demand for the real estate market, the house prices in the above two
metropolises were still roaring—far higher than those of other areas in China.

Why is this happening? Many experts have given this answer: these places are all



