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TEXT |

It's easy to rag on economics as not being a “real” science, and I try not to do things that are too easy.
But in recent weeks I've really started to wonder. It is fascinating, and frightening, to me that smart econ-
omists can disagree about whether what the economy needs right now is more government spending or
less. The debate isn’t about how much stimulus, or how much austerity, or the way such stimulus/auster-
ity should be applied, but rather about which one is called for in the first place. How is this possible? It’s
like a group of doctors not being able to agree whether a patient’s blood should be thinned or coagulated.
What am I supposed to make of that?

Roger Backhouse, a historian and philosopher of economics at the U. K. ’s University of Birmingham,
helps me out in his new book, The Puzzle of Modern Economics: Science or Ideology? I've been reading it
over the past few weeks and at first I thought Backhouse was going to confirm my worst fear; that it is so
difficult to employ scientific methods in understanding super-complex large-scale economic phenomena
(like the U. S. economy) that ideology is pretty much necessary if you want to come to any useful conclusions
about what’s going on or what should be done. Most scientific disciplines don’t have esteemed members regularly
going after one another in the op-ed pages. Economics, in an important way, feels different.

But the more I read Backhouse’s book, the more I understood that it’s important to distinguish eco-
nomics from economics as it is typically practiced. Backhouse shows how the current mathematics-heavy
top-down approach to economics is not the only one. He traces the origin of the approach—which necessarily
assumes that people are rational agents trying to optimize their resources—to the 1930s, but points out that it took
some 30 years to really catch on. Before that, the field was rooted in empirical work. Theories tended to be tenta-
tive and not all-encompassing. Economists would gather data, and insight from other fields about how people be-
have (like psychology), in an attempt to come up with explanations about how the world works.
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The current fashion, of course, is to come up with theories about how the world is supposed to work.
The obvious problem: people aren’t always rational. They are, in fact, influenced by things like advertis-
ing and a sense of fairness. As a result, math-heavy top-down models can prove disastrously wrong. After
all, the economy is as much a product of sociology and policy as it is pure-form economics. Yet we’d not
expect a sociologist or a political scientist to be able to write a computer model to accurately capture sys-
tem-wide decision-making. The conclusion I've come to: while economists may have an important perspec-
tive on whether it’s time for stimulus or austerity, maybe we should stop looking to them as if they are
people who are in the ultimate position to know.

1. According to the author, economists disagree on

[A] whether the government should increase expenditure
[B] whether a stimulus package is needed
[C] whether austerity or stimulus should be put first
[D] whether economy needs a clever spending policy
2. The author used to think that :
[A] economics was a branch of natural science
[B] ideology was necessary for economic phenomena
[C] scientific methods were not applicable to economics
[D] some famous economists wanted economics to be a science

3. It can be inferred from Paragraph 3 that -

[A] the traditional theory adopted a bottom-up approach to economics

[B] the current approach to economics is not rational and scientific

[C] it took the current approach to economics 30 years to take form

[D] the traditional theory was rooted in the economic depression of the 1930s
4. The top-down models

[A] are not supposed to work at all

[B] are formulated by sociologists and political scientists

[C] are less influenced by things like advertising

[D] are alternatively referred to as pure-form economics
5. With regard to the present economic situation, the author advocates

[A] substituting the bottom-up models for the top-down models

[B] rejecting the sociological approaches for the math-heavy approaches

[C] executing the stimulus policy before putting the austerity policy into effect

[D] economic phenomena are more complicated than pure-form economists think
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. EXT 25

Conspicuous consumption has been an object of fascination going back at least as far as 1899, when
the economist Thorstein Veblen published The Theory of the Leisure Class» a book that analyzed, in part,
how people spent their money in order to demonstrate their social status. And it’s been a truism for eons
that extra cash always makes life a little easier. Studies over the last few decades have shown that money, up
to a certain point, makes people happier because it lets them meet basic needs. The latest round of research is, for
lack of a better term, all about emotional efficiency: how to reap the most happiness for your dollar.

So just where does happiness reside for consumers? Scholars and researchers haven’t determined
whether Armani will put a bigger smile on your face than Dolce & Gabbana. But they have found that our
types of purchases, their size and frequency, and even the timing of the spending all affect long-term happiness.

One major finding is that spending money for an experience—concert tickets, French lessons, sushi-
rolling classes, a hotel room in Monaco—produces longer-lasting satisfaction than spending money on plain
old stuff. According to retailers and analysts, consumers have gravitated more toward experiences than
possessions over the last couple of years, opting to use their extra cash for nights at home with family,
watching movies and playing games—or for “staycations” in the backyard. Many retailing professionals
think this is not a fad, but rather “the new normal. ”

Jennifer Black, president of the retailing research company Jennifer Black & Associates, largely at-
tributes this to baby boomers’ continuing concerns about the job market and their ability to send their chil-
dren to college. While they will still spend, they will spend less, she said, having reset their priorities.

While it is unlikely that most consumers will downsize, many have been, well, happily surprised by
the pleasures of living a little more simply. The Boston Consulting Group said in a June report that reces-
sion anxiety had prompted a “back-to-basics movement,” with things like home and family increasing in
importance over the last two years, while things like luxury and status have declined.

Current research suggests that, unlike consumption of material goods, spending on leisure and serv-
ices typically strengthens social bonds, which in turn helps amplify happiness. Academics are already in
broad agreement that there is a strong correlation between the quality of people’s relationships and their
happiness; hence, anything that promotes stronger social bonds has a good chance of making us feel all
warm and fuzzy.

And the creation of complex, sophisticated relationships is a rare thing in the world. As Professor
Dunn and her colleagues point out in their forthcoming paper, only termites, naked mole rats and certain
insects like ants and bees construct social networks as complex as those of human beings. In that elite little
club, humans are the only ones who shop.

1. The expression “conspicucus consumption” refers to

[A] unrestricted spending for displaying income or wealth

[B] deliberate purchase of large quantities of material goods

[C] clever spending for raising emotional efficiency

[D] obvious tendency for purchasing delightful experience
2. All of the following affect “emotional efficiency” except

[ A7 when something is bought [B] what kinds of things are bought

[C] how often things are bought [D] how large things purchased are
3. It is implied that spending money for an experience

[A] is a newly found fashionable activity



[B] represents a revival of an old practice
[C] means spending staycations in the backyard
[D] is especially popular among baby boomers

4. Spending on leisure and services is synonymous to spending on
[A] relationships
[C] material goods

. [B] experience
[D] happiness
5. Compared with some animals and insects, humans
[A] are less committed to their community
[B] build less complicated relationships
[C] strengthen social bonds by spending wisely

[D] can create clubs to strengthen mutual relationships
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Nationally, the unemployment rate sits at 9. 5 percent. But in the El Centro metropolitan area, it's a
staggering 27. 6 percent. And as workers across the country struggle to navigate the anemic labor market,
El Centro has emerged as a case study about just how fragile the economic recovery can be. In recent
years, California’s multibillion-dollar budget shortfall and its painful cutbacks have gotten plenty of atten-
tion. But even by California standards, El Centro’s situation is unustially dire. Since the recession hit, the area’s

housing market has fallen apart, its wages have remained dismal, and its unemployment rate has soared.
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