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Unit 1 Economics

Preface

Economics is the social science that analyzes the production, distribution, and
consumption of goods and services. A focus of the subject is how economic agents
behave or interact and how economies work. But economic analysis may be applied
throughout society, as in business, finance, health care, and government, but also to
such diverse subjects as crime, education, the family, law, politics, religion, social
institutions, war, and science. At the turn of the 21st century, the expanding domain of
economics in the social sciences has been described as economic imperialism. In this

section, we are going to talk about economics around us, that is, economics in our daily

life.
Section A

Part One

Passage 1
The Father of the Overnight Delivery Business: Fred Smith

Every night several hundred planes bearing a purple, white, and orange design
touched down at Memphis Airport, in Tennessee. Crews unload the planes’ cargo of,, on
average, more than half a million parcels and letters, picked up from locations all over
the United States earlier in the day. The
packages and envelopes are rapidly sorted
according to address, then loaded onto other
aircraft and flown to their destinations, to be
hand delivered—many within 24 hours of
leaving their senders. This sequence of
events is the culmination of a dream of
Frederick W.  Smith, the founder,
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president, chief executive officer, and chairman of the board of the FedEx Corp. —
known originally as Federal Express—the largest and most successful overnight deliver
service in the world. Conceived when he was in college and now in its 28th year of
operation, Smith’s brainchild has become the standard for door-to-door package
delivery.

Known for his geniality as well as his business acumen, Smith is reportedly held in
high regard by his competitors as well as his employees. “I always said I thought one of
the most brilliant parts of Fred Smith was his ability to deal with each person
individually,” Tuck Morse, a former Federal Express lawyer, recalled. Indeed, 3.2
percent of the entire Memphis workforce is made up of FedEx employees, who are said
to have been drawn by the company’s high wages and family ethos. “The first thing
people do when they move to Memphis is apply for a job at Federal Express,” one
FedEx worker said. “Then they go get another job until one opens up here. ”

Leadership

Fred Smith was just 27 when he founded FedEx. Thirty-five years later, he’s still
at the helm. He attributes the success of the company to leadership, pure and simple—
something he picked up from his years in the military, and from his family.

Frederick Wallace Smith was born into a wealthy family on August 11, 1944 in
Mississippi. After his father’s death, when he was four years old, his mother, Sally
Smith, often talked to the boy about her late husband. “I kept his father alive in his
mind all those years,” she recalled. “1 told him how much big Fred loved him, and
how much he wanted him to have the best education possible. And how much he was
certain his son would surpass his achievements in business. ”

As a child, Smith suffered from Legg-Calve-Pthes disease, which is characterized
by the interruption in the blood supply to the thighbones and the consequent improper
development of one or both legs. Unable to walk normally, Smith was picked on by
bullies, and he learned to defend himself by swinging at them with his crutch.
Reportedly cured of the disease by the age of 10, he became a star athlete, playing
football , basketball, and baseball.

Smith’s grandfather had captained a Mississippi River steamboat; his father built
the Greyhound Bus Line in the South, expanding his fortune along with the routes.
Smith says he was just four when his father died, “so he probably served as a near
mythical role model for me. ”

Growing up in Memphis, Tennessee, Smith says, “1 didn’t know I wanted to go
into business, but I knew I wanted a leadership position. That appealed to me. "

At 15, he was operating a crop-duster over the flat fields of the Mississippi Delta.
As a student at Yale University, he helped resurrect the Yale flying club; its alumni
had populated naval aviation history, including the famous *“millionaires’ unit” in World

War I. Smith took care of the club’s business and ran a small air-charter operation in
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New Haven.

With little time to study, his scholastic performance suffered, but Smith never
stopped looking for the “big idea”.

He thought he had found it when he wrote a term paper for an economics class. He
outlined an idea for a transportation company that would guarantee overnight delivery of
small, time-sensitive goods—replacement parts and medial supplies— to major U. S.
cities. The professor was not impressed.

Smith was certain he was onto something, but it would be a while before he could
turn his idea into reality.

A Central Hub

Smith completed two hours in Vietnam, eventually flying more than 200 ground-
support missions. While on his first tour, in Vietnam, he survived an ambush that left
most of his company dead. During the assault he became separated from his gun, but he
managed to retrieve the weapon in time to bring down a Vietcong soldier who was about
to attack him. He had also learned a valuable lesson from the war. “There’re only
three things you gotta remember,” he said, “shoot, move, and communicate. ”

Home from Vietnam, Smith became fascinated by the notion that if you connected
all the points of a network through a central hub, the efficiency could be enormous,
whether the system involved moving packages and letters or people and planes. With an
investment from his father’s company, as well as a chunk of his own inheritance , Smith
bough his first Dassault Falcon planes, and in 1971 formed the Federal Express
Corporation.

The early days of Federal Express were marked by extreme frugality and enormous
financial losses. It was not uncommon for FedEx drivers to pay for gasoline for their
vans out of their own pockets. But despite such problems, Smith always showed concern
for the welfare for his employees ( as he has continued to do ever since). “Even when
there weren’t couches in this office and electric typewriters, we had a good medical plan
for our people. ” He recalled.

Today, FedEx is a $ 32 billion global transportation and logistic company, serving
over 220 countries and territories. Operations include more than 670 aircraft and
70,000 vehicles. Some 260, 000 employees and independent contactors worldwide
handle more than 6 million shipments each business day.

Along the way, FedEx pioneered the “hub and spoke” system, which has since
been adopted by almost all major airlines. The phrase “FedEx it” has become as much
a part of the language as Xerox of Google.

Smith says success in business boils down to three things. “You have got to have
a viable product or service and a compelling strategy. Then you need an efficient
management system. Assuming you have those things, leading a team is the single most

important issue in running an organization today.” For Fred Smith, there is a
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bred-in-the-bone satisfaction that comes from getting people to do the best job they can
do every day.

Although Smith avoids the media and the trappings of public life, he is said to be a
gregarious and accessible employer. He reportedly visits FedEx’s Memphis site at night
from time to time and addresses sorters by name, and for years he extended an offer to
any courier with 10 years of service to come to Memphis for an “anniversary breakfast”.
That embodies Fred Smith’s philosophy: People, Service, Profit (P-S-P). Smith says,
“The P-S-P philosophy is like an unbroken circle or chain. There are no clearly
definable points of entry or exit. The People link is supported by Profit, which is
supported by Service, which is supported by People. Each link upholds the others and
is, in turn, supported by them.” In articulating this philosophy and in personally
involving himself in its implementation in every company policy and action, Frederick
Smith truly demonstrates the new brand of leadership that success in the future will
demand.

(1235 words)

Reading Skills

Understanding the Topic

Just as previewing helps you to understand the important idea in a book, a unit or
a chapter, identifying the topic of what you are reading helps you to focus on the general
subject of a reading.

A topic is the general subject of the sentences in a paragraph or that of the
paragraphs in a text. It is much like a title for the paragraph or the text. Finding out the
topic of what you are reading is the first step toward understanding subject information.
Knowing the paragraph topic builds a base of comprehension which leads to further
understanding about the text.

I . Read the passage with the skills we have learned in this unit and choose
the correct answer to the following exercises.
1. What's the paragraph topic in the first paragraph?
A. Frederick W. Smith B. Smith’s Brainchild .
C. Several Hundred Planes D. The Culmination of Smith’s Dream
2. What'’s the paragraph topic in the last paragraph?
A. Frederick Smith demonstrates the new brand of leadership that success in the
future will demand.
B. Frederick Smith is said to be a gregarious and accessible employer.
C. Frederick Smith illustrated his P-S-P philosophy.
D. What Frederick Smith does embodies his philosophy.
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What's the topic of the whole passage?

A. Overnight Delivery Business B. Frederick Smith
C. The Success of FedEx D. Frederick Smith’s Leadership
. Choose the best answer.

. When did Fred Smith have the idea for a transportation company?

A. When he was 27.

B. When he was in college.

C. After he completed his tours in Vietnam.

D. When he was 15.

Fred Smith did all the following things except that

A. he operated a crop-duster over the flat fields of the Mississippi Delta

B. he helped resurrect the Yale flying club

C. he built the Greyhound Bus Linein the South, expanding his fortune along with
the routes

D. he ran a small air-charter operation in New Haven

3. Fred Smith says success in business mainly depends on all the things except
A. a viable product or service B. leadership
C. a compelling strategy D. efficient management system
4. Fred Smith attributes the success of his company to
A. leadership B. the great idea
C. the hardship D. his father’s death
5. The employees in FedEx are mainly attracted by
A. the company’s reputation B. high wages and family ethos
C. the welfare of the company D. the spirit of team work
Il. Fill in the blanks with the word or phrase from the box in its appropriate
form.
sequence conceive fascinate valuable
delivery embody boil down consequent
1. Farmers met witha  of bad harvests.
2. Most of the crimes may _ to a question of money.
3. They expect their leaders to their inspirations.
4. Knowledge is a possession.
5.

I can not how he could make this mistake.



6 HHERE - 22

Passage 2
To Be a Super Financer

Over the past few decades we have seen big jumps in economic growth in countries
such as the U. S. and Japan, but only small increase in reported happiness. Surveys of
lottery winners and people in the Forbes 100 list have found they are not much happier
than the average person.

So you can be happier, no matter what your income level.

Stop comparison. When people make relative income comparisons, they frequently
look at those who have more and get upset when their income compares unfavorably,
according to a study by Andrew Oswald of England’s Warwick University. Even if our
incomes are rising, we tend to become less happy if the incomes of others are rising
even more. Never measure your financial achievements against anything except your
own goals.

Be grateful. Professor Sonia Lyubomirsky of University of California Riverside had
subjects write down five things they were thankful for. “ Gratitude seems to be
incompatible with some negative emotions. It’s hard to feel envious or greedy or bitter
when you're grateful,” Lyubomirsky explains. One group wrote on a weekly basis; the
other group three times a week; and a control group didn’t write at all. Only the group
that did the exercise once a week experienced a significant rise in gratitude.

Don’t make money a top priority. People who say money is one of their most
important goals score lower for mental health, according to a variety of studies
conducted over the past decade by Dr. Tim Kasser, associate psychology professor at
the University of Rochester. Money-seekers suffer a greater risk of depression; have
more anxiety and lower self-esteem; experience more physical, behavioral and
relationship problems; and score lower on indicators testing for vitality ( feeling alive
and vigorous) and self-actualization. The problems were not caused by being affluent
but by making money a primary goal in life.

Be conscious of how you talk about money. The way we explain things to ourselves
has a big impact on our happiness, says author David Myers, professor at Michigan’s
Hope College. Instead of saying, “I can't afford it,” say, “I choose to spend my money
on other things. ” Think of yourself as an empowered person making wise choices based
on our values and priorities instead of a self-pitying victim who views life in terms of
what she can’t have.

Focus on essential psychological needs. Money scored last on the list of
psychological needs that create happiness and fulfillment, according to a study by
Kennon Sheldon, psychologist at the University of Missouri-Columbia. What are the
four most essential needs? Autonomy—feeling your actions are self-chosen and self-
endorsed ; competence—feeling effective in what you do; self-esteem; and a sense of
closeness with others. The University of Chicago’s National Opinion Research Center
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found that people with five or more close friends are 50 percent more likely to describe
themselves as “very happy” than respondents with fewer friends.

Help others. Professor Lyubomirsky has done studies in which students were asked
to practice altruism, doing five acts of kindness a week for six weeks. The participants
reported a significant rise in happiness. Kind acts, she says, not only make you feel
better about yourself, but foster a sense of interdependence and cooperation.

(532 words)

Choose the best answer.
1. All the following measures can make you happier except
A. stopping comparing
B. being conscious of how you talk about money
C. focusing on essential physical needs
D. being grateful
2. Money seekers may have all the following problems except
A. a great risk of depression
B. scoring high on indicators testing for vitality
C. having more anxiety
D. having lower self-esteem

3. All the following are the most essential needs that create happiness except

self-esteem
a sense of closeness with others
competence

oo we

independence and corporation

Passage 3
Banks Are More than Just a Place to Park Your Money

If you've been to a shopping mall lately, you’ve probably discovered two different
banks within a few feet of each other. Go inside the food store in that shopping plaza
and you’ll see yet another one, just waiting to offer their services to you. Now drive
down the road a few blocks and you'll probably see yet another bank on the corner.
With all the banks to choose from these days, it can be too much. How do you know
who is reputable and what will serve your purposes?

It’s actually very simple. Make a list of what you want from a bank and choose only
two or three of the ones you've heard good things about. Banks are often places that your
friends and families will have strong opinions about—so listen to them. If they rave
about one and rant about another, you will know where to stay away from. Make sure to

take their advice with a grain of salt though, so you don’t sign up right away. First, you



8  THAERDEE - Zik2

need to find out all that they offer so you can make an informed decision.

Enrolling with a bank may not seem like a big decision, but it is. Think about it,
changing banks is not something people want to do often. And it’s not something that is
particularly easy or fun to do. You’ll want to start with a good bank and stay with them
for many years—if not for the rest of your life. You’ll probably be using a debit card,
credit card, loan and various other services with your bank, so choose wisely.

Inquire from the banks you’re choosing between if they offer free checking, what
their policy on over-drafting is, how they handle lost/stolen cards, what happens if you
have unauthorized charges appear and so on. Talk to them about saving/checking
accounts and the fees they charge. Get lots of information to take home with you so you
can read it thoroughly.

Many will have pamphlets to give you, so take all the ones that interest you. You
will also want to find out how many locations they have and where all their ATMs are.
Convenience is key with banks since you won’t want to have to drive all over town to
withdraw cash or deposit checks. If you’re considering a start-up bank that doesn’t have
too many locations yet— make sure you won’t be traveling around much just because
you won’t have access to a bank.

The best thing you can do when choosing between banks is to get all the
information you possibly can and then decide which one to go with. This way you’ll get
the best deals and you’ll know what to expect and not expect from your banking
institution.

(462 words)

Decide whether the following statements are true or false according to the

text.

1. Enrolling with a bank is not a big decision.

2. How many locations the bank have and where all their ATMs are can
influence people when choosing a bank.

3. If your friends rave about one bank and rant about another, you will know
immediately which bank you will choose.

Passage 4
Types of Investment
The word “investments” is one that most of us are familiar with hearing in financial
context. For many of us, it may make us think of big business and vast sums of money,
but there’s much to the world of investments than multi-million dollar deals.
Although it’s true that, at the top level, investments may run into many millions, it
is possible for the average person in the street to invest smaller amounts of money and to

invest it wisely. If you've ever thought about trying to help your money to grow, then



