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| Unit One

— Introduce to Economics

Text 1

What is Economics

There is no single adequate definition of what economics actually is, and the old joke that
“economics is what economists do” is hardly helpful. A famous economist of the past, Alfred
Marshall (1842—1924), said: economics is the study of mankind in the ordinary business of life; it
examines that part of individual and social action which is most closely connected with the
attainment and with the use of the material requisites of well-being.

Economics has also been defined as the study of decision-making; decisions which involve
choosing between alternatives in the related activities of earning, spending, producing and
consuming, all with the object of achieving material well-being.

In short, economics is, like sociology, law and politics, a study on aspect of human behavior. It
is important and relevant to all of us because it is concerned with such everyday activities as buying
things, getting a job, using a bank and paying tax. Economics is concerns with people’s wants, in
particular their material wants. and how they can be satisfied.

Economics is often thought of as a science. However, it is a very inexact science because it is a
social science, and is affected by the many influences that lead to incessant change. Human behavior
cannot be examined with the same precision with which a natural scientist can examine laboratory
specimens. The social sciences, which include economics, psychology, sociology, and political
behavior, can never be exact sciences since human behavior is extremely difficult to test or measure.
Much economic behavior is based on what is known as a value judgment, which means it is based

on the personal values of individuals and so cannot be verified in a factual way. Economics is a
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living subject, which is constantly developing and it affects us all.

To understand the society in which we live, we must be informed about what is going on in our
society and what the issues are. As consumers we are interested in the goods and services which we
buy and how much they cost us, and we are interested in the incomes we can earn. We spend a great
deal of time thinking about the money we earn and the money we need. Workers are concerned with
the availability of jobs, wages and working conditions. Business people are interested in the sale of
their goods and the costs involved in the production of them. Everyone is affected by depression,
inflation, unemployment and government policies.

A knowledge of economics will allow us to analyze and assess the values of policies and
decisions made by politicians, and it will help us to become more aware of the current and future
problems of our society and therefore better able to cope with them. We are all consumers and most
of us read the newspapers, so it is up to us to understand what is going on. Even our own personal
decisions are often affected by the state of the economy, so we could make better choices if we
understood the way the economy operates. An economy is often affected by factors such as the use
of technology, the actions of the government, industrial relations, and overseas trade. All of these
influences result in constant change. Prices seem to rise constantly. Some jobs are no longer
available, while new types of jobs appear. Changes in employment and prices affect almost
everyone.

Employment and the types of jobs available are all part of the economic pattern. Some jobs
may involve extreme specialization, such as making just a small part of something; others demand
professional skills. All of these activities enable us to have a variety of goods and services, but while
economic activities satisfy our wants, there are also economic problems to be faced. The economic
system is made up of human beings and so human behavior is crucial to the system. The principles
and motives form which people act are not necessarily economic in origin, and are often based on
non-economic values. Differing values and social forces have led to countries developing different
economic systems, but all countries face the same economic problems—such as whether they are
producing the right things by the best methods, how wants are to be satisfied, and whose wants are
to be satisfied.

Economics is a study of living and working in society; but not all societies behave in the same
way.

In order to produce the things people want there must be some kind of organization. An
economic system is made up of the collection of relationships, customs, institutions, laws and
arrangements that are combined to satisfy the economic wants of the community—to determine
what and how production takes place, and who receives the output. Naturally it depends on the
participation of the members of the community. An economic system is not just an abstraction; it is
the real world.

In one sense the economic system of a society does grow or, rather, develop, because the type
of system a country has depended on its historical background and its political forces. A nation’s

history and political tradition are important in shaping its economic goals and methods, and its basic
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economic institutions. The value and beliefs held by the members of the society are also influential.
The job of an economic system is to form a framework of organization which enables choices
and decisions to be made on how to satisfy the wants of the community. The way it does this
depends largely on the type of society. In the USA there is still a belief in the value of free enterprise
and the ability of individuals to succeed if they work hard enough. In some countries, such as
England and possibly Sweden, there is a belief in the welfare state, that it is up to the government to
look after the citizens from the cradle to the grave, although there have been criticisms of this
approach because of cost. Countries like Australia seem to represent mixture of both these attitudes.
National characteristics and belief systems have led to many differences between economic
systems. It cannot say that just because two countries have the same political governments, they will
run their economics in the same way. It is not easy to compare one economy with another and say
that one is better or worse, there is too much diversity, and adequate measurement is impossible.
One can, however, say that the standard of living is better in one economy than in another. Or one
can compare such things as the level of unemployment or the stability of prices. But these single

measures cannot show a true or complete picture of an economy.

Text 2

Economic Development around the World

Our world is richer than ever before, but it is also marked by enormous inequalities, both
within and between countries. The average annual income of someone living in the world’s richest
country, Luxembourg, is more than 100 times larger than that of the average citizen of Sierra Leone,
one of the world’s poorest country. Trends in inequality between countries have varied. In the 1950s
and 1960s, developing countries experienced strong and sustained economic growth. Since the
1980s, however, a trend towards increasing divergence has set in, with a limited group of countries,
most of them in Asia, achieving rapid economic growth and gaining more from open global markets,
while much of the rest of the developing world has faced economic instability and made few gains
in human well being.

The process of globalization has not yet closed the income gap between poor and rich countries.
Richer countries, for instance, tend to have preferential access to capital markets, to attract more
foreign direct investment, and to be more resilient than poorer countries in responding to shifts in
global commodity markets. The average citizen in Ethiopia today is 35 times poorer than a citizen
who happens to have been born in Europe or the United States. In 1950, the income level of an
Ethiopian was one sixteenth that of an average citizen of the industrialized world. Similarly, the
average citizen of the United States now has an income that is 27 times larger than that of the
average Nepalese, up from 19 times around 1950. Most of the world’s poorest nations are falling
behind in more or less similar degrees. Periods of growth for developing countries have alternated
with prolonged periods of stagnation and volatility, especially since the mid 1970s. Only a few
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developing countries have been growing at sustained rates in recent decades, but these include, most
notably, the world’s two most populous countries, China and India.

China can be taken as an example of successful ongoing institutional change. The Chinese
economy has been growing at a rapid pace since the initiation of its reform policies in the late 1970s.
Despite some social and economic volatility, its economic achievement has lifted tens of millions of
people out of abject poverty in the last two decades. No stereotypic reform package has ever been
adopted in advance and Chinese economic reform has been described as a process of “crossing the
river by groping for the stepping stones”. As a matter of fact, economic development has been laid
down as the ultimate goal.

The institutional reform process has been guided in the general direction of improving overall
economic efficiency by providing individuals with incentives, by fostering competition among
different categories of market players. In general, China’s transition to a market economy has been a
gradual process of economic reform which can be divided into three stages. In the first stage, which
spanned the period from 1978 to 1993, reform had been carried out incrementally to improve
incentives and to expand the scope of the market for resource allocation. It had been characterized
by successful agricultural reform and the dual track price setting scheme. The second stage began in
1994 when the Chinese Government decided to set the eventual establishment of a modern market
system as the goal of reform. The most recent stage has put a stronger emphasis on the need to deal
with the growing regional and income disparities generated by the accelerated growth process.
Currently, challenges still remain for China: reform process, particularly in the agricultural sector
and large state owned enterprises China’s experience underlines the importance of viewing
institutional reform as a process, rather than as a one off event.

China’s sustained economical growth is a success of China’s economic reform. But not all the
economic reforms lead to success. At present, most of the successful growth stories have occurred in
East Asia, while most growth collapses have been seen in Africa. Also, growth performance in Latin
America has been rather uniform among the countries of the region, but different when the region is
compared with other regions in the world. The US economy remains the main engine of global
economic growth, but the growth of China, India and a few other large developing economies is
becoming increasingly important. They set good examples that sustained growth can be generated
through small governance changes and with initially imperfect institutions. In the case of most post
conflict countries or failed states, the most important consideration is to foster the resumption of
economic activity. Governance issues are assuming an increasing weight in bilateral and multilateral
economic programs. International support should be directed towards improving specific areas of
governance weaknesses rather than achieving comprehensive reforms.

New Words and Expressio

abstraction n. f#1%; W HEMS; WHRML
assess vt VFE; fhith: X (W= BN BT (FENIEBIARSE)
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crucial adj. FREEVER), RILDER; POEMER; HFEH

diversity n. ZFE{L

factual adj. FELMH), FILH): MRAEFSLH: HHER

framework n. FJ4%; HESEL; (KR Z5H; Pk, 42

incessant adj. NEN), FFEEAWN; TRIARK

inexact adj. NHERAR), ARG ATETIH)

inflation n. fZMK; WEEHK: S5k BmAMN

precision n. WAL, HEM (P 5 adj. KEHA, AERAR, 405

requisite n. Ui BE, B ad. FER, BER

specimen n. FEdh; JuBl; (PRI e FERRETEIMA

stability n. f&sE (k) , F&M; B, fEO

Sweden n. Fijilt

verify vr. #%5E; UEH; HAIE

evidence n. UE; UEHE; % BE; v FEHE; Eon; R UESE

option n. MEFE (FIEM) ; KEI; PR EFERES): v 19 3IBGRAERATIE S
perspective n. BB, B W, Bk i, s, WS

foremost adj. H—ULH, BEZER; BN, BATHK;: adv. H5E, £
motivate  ve. AN, 123, Wk, FF; WEG B BN
hypothetical adj. R¥, R ARRR; RHHER: AR

outset n. JFUf, JFim;

evident adj. WK, HEM

addresses n. FEFF (address &R ; (FEfFHE. BESF L BE (A4, H
GBI w4 fndbihl; (BRSO SkMD K5

encounter ve. ANIMIIE; Eid; X n AHE, LW EEM& Sk, R
flunk ve.& vi. () (k. FEEBHIRGE) ARG v TFE GEND A LM (FA

tutor n. FKEEHUM; FIH; CRERRRD Bh#: @A

opera n. WA WEIZA, #ENL; 1E5 (opus )4 1 B0

lousy adj. WKIK; 7586 2 A ANEGR

component n. &7 FfF: [ EE; Zﬁﬁj‘; adj. A BRCE FIEED; B
ultimately adv. ffa, B#; A L; A

inequality n. A5, A5 [#] A% &5, &l A

divergence n. 73 X; i WE; HE

preferential adj. JRSGMHT; PLAGIEREN): R

stagnation n. VAZE, fFhH ARA

volatility n. &M R

initiation  n. FF4A; JAZ: AU

abject adj. BLES), MM GESL BB BN, BEESPLR; EEUCHER
incentive n. ZHL; R BH; G adj. RIBER; SR
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foster wvr. ¥iFF, fRit; ve&kvi. W3R, #E

incrementally adv. &

allocation n. Bi%y, 70HC: ZrHECHL: RIFRAIERIN: REHIH

disparity n. AN[E; A%, A3, 8%

accelerate vr. (ff) R, CfF) 3EEE; ik, #EE; (R EEMM

resumption n. <[E>HUFTFFLR, 4R4E

bilateral —adj. XUAKI, BI7H): PR XUa s XUGRIG

multilateral adj. ZJ7HI, UK ZEE):; ZEZSMEH

equipment n. W, R WM, WA (THELTHRD FR, £F

aggregate n. &l BEM: ERL R (TRIBE TSBBRERTD: ad. S8T,
SR BAEM: (M) RECER: v HRE, FRE: Stk

participant n. ZM#E, 5% 5oE: Z5E: XEHE: ad. S AXRH

anonymous adj. L4 AN BEAN; RARER

transact vt. IPEE QW% 5 v, &5, KA

consolidate vr. eee--+ ER—, &I BB, ek g SiEeB: vi. & &
53y

integrate ve. ffi—4kfk; RS X FEERMEERE: vi. BV 1K GEE K
G (8] 1EREH; adi. BUER; EER; T2 2610

sustained economic growth RJ 45 ) 20 57 14 K

economic volatility 22 5F5)

institutional reform A4

dual-track price-setting scheme XU/ #% 1k &

@ Basic Exercises

(1) Translate the following into English.

1) Translate the phrases into English.

KPR K&ithiR 2Kk f@feil @it
ZUFBUR 2 GPFEe QU SFE
2) Translate the following sentences into English.

© BURF Y i E & B2 5T K .

@ FANEKK A REA AR M ER .

@ ERFEFTHG ) B RENS S Bt 22 B IR AR -

@ 2R BB E R R A RIEF K.

® VAR FAETLEFER T HEAFEE .

® FRATAT LUK AN B K KL R (145 8 AR BEREAT LU .
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@ Fiv A A b A3 K i K AR A g /) B B A

BN N RB RN 2 R X5

@ — ML DOk & E XS AT HUERR R AU DR S —. WG A S — ok S 2

(2) Discuss the questions according to the text 1.

1) What is the definition of economics?

2) What are the main concerns of economists?

3) What should we learn the basic economic theory?

4) What are economic goods and services?

5) What influences the type of economic system in a country?

6) What type of economic system operates in China?

(3) Discuss the questions according to the text 2.

1) Answer the following questions according to the text 2.

(D Why isn’t the world economy developing equally?

(2 Why can China be taken as an example of successful ongoing institutional change?

(3) What are the three stages of China’s transition to a market economy?

(@) Which benefits more from globalization, Africa or Asia?

2) Decide whether the following statements are true (T) or false (F) according to the text 2.

(D Since the 1980s, most developing countries experienced strong and sustained economic
growth and gained much from more open global markets.

@) The process of globalization has closed the income gap between developing and developed
countries.

3 Three-stage strategy is the gradual process of China’s economic reform for the transition to
a market economy.

@ Currently, economic development has been laid down as the ultimate goal in Chinese
economic reform.

() Compared with Africa, Asia benefits more from globalization.

©® Compared with other regions in the world, growth performance in Latin America has been
rather different, but it’s uniform among the countries in the region.

(7) The economies of China, India and a few other large developing economies are good
examples of sustained growth generated through small governance changes and with initially
imperfect institutions.

Comprehensive reforms should be first achieved to improve specific areas of governance

weaknesses instead of international support.

@ Extended Exercises

(1) Translate the Chinese into English.
(P ANRIEMEERESFAES RS+ A HF (20112015 4) MRIRE) $#i,

-7.
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LUIMREE e B R BT 3 £ 8, HWABCETT I, REEAISE A, THERAY KR0 H b6
fEHLPE EOR, (LTI F R R R AL B E , SRS H R R K
BIRNTL . AR, DU FRBIRARE, ANRATERSESEE.

o [ 22 Sk R R AT A IS . MM ANA R LR R . WG 2010
10 ARATT (ST KIAA R ERKD (LU R (it AR, (G A4 R
RI) fett, #2020 4, S AAGEE BRI, IMIRBARHR, S AARELRE
B 40%; =V AARBUKIESE &, S5t — B, A Em. b BT A ik
#10:40:50; = AATEFALHY BHGR, AA DB B R, A HRIREH AR A4
W fr A BRI @B v AA . BAEBR AT EREN 2 vHm. BA B bRk AER
REARASRANF SRS TR AA 62 700 4 MFEIN  ER 25O Bl T (R e
YU A R AA R . R NA KRR EBAERE “+ R KRR
MEH 2,

(2) Translate the English into Chinese.

In reality, 1995 marked the beginning of a long-lived shift in US economic performance.

Productivity growth accelerated due to what economists call secular, rather than cyclical,
factors.

That is, the pace of productivity growth didn’t start rising in 1995 because the business cycle
had turned upward. It started rising because crucial aspects of the economy had changed. As a result,
today’s economy can expand much faster than previously thought possible. Between 1972 and 1995,
productivity rose a paltry 1.4 percent a year. Between 1995 and 2000, it rose 2.5 percent a year—an
increase of 79 percent. “There has absolutely been a sizable change in the secular growth rate of
both labor productivity and total factor productivity,” says Harvard economist Dale Jorgenson.
Many of the truisms of the boom, it turns out, were true.

No doubt, some advocates of the new economy went overboard touting its revolutionary
impact. The business cycle is still with us. And consider the claim that the 1990s were the first time
in history that products got cheaper as they got better. In fact, delivering higher quality for lower
prices is the story of most technological revolutions. The price of industrial dyes fell more than 90
percent in just a few years at the end of the last century, transforming the chemical and clothing
industries.

(3) Weriting task.

Write a letter to your friend and tell him/her that you like learning economics. You should give

reasons for your decision in your letter.

Supplementary Reading A: Reading Training

In a breath-taking turn of events, Asia’s economies have gone from miracle to meltdown in a

matter of weeks. Many forecasters who recently predicted GDP growth of 6% in South Korea and
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southeast Asia for 1998 are suddenly projecting zero or even negative growth. In the often
short-sighted world of international finance, a new conventional wisdom is quickly forming: that
inept policy-making is dragging down Asian economies, and that only the tough austerity medicine
of the International Monetary Fund, plus a good stiff recession, will bring the region’s economies
back to track.

In recent years, foreign and domestic investors in East Asia got a touch of what U.S. Federal
Reserve Chairman Alan Greenspan has famously termed irrational exuberance. Spurred by years of
high economic growth in Asia, these investors poured billions of dollars of loans into the region,
financing many worthwhile investments but also an unsustainable real estate boom.

This over-investment need not have caused a crisis. A healthy reaction would have involved a
gradual cutback in foreign lending, a gradual weakening of Asia’s overvalued currencies and
gradual shift of investments from over-inflated property sectors back to long-term export-oriented
projects. Most short-term booms are brought down to earth without extreme crisis, and such an
adjustment was the most likely scenario until the summer in 1997.

In the event, Asia experienced a financial meltdown. A gradual withdrawal of funds from
Thailand suddenly became a stampede. Thailand’s government dallied in responding to the
overheating long after it had become apparent, and as a result squandered Thailand’s foreign
exchange reserves in a misguided attempt to defend the overvalued baht. The stampede came when
foreign creditors realized that Thailand had more short-term foreign debts than the remaining
short-term foreign reserves. A rational panic began. Each investor started to sump assets simply to
get out of Thailand ahead of other investors. Panic in Thailand soon took a toll on the economies of
its neighbors. The chain reaction of nervous withdrawal led to a meltdown that now includes most

of East Asia.
Confidence has been so drained that Asia’s positive fundamentals—historically high rates of

growth, savings and exports—are being overlooked. Economies rely on confidence, and what they

most need to fear is, indeed, to fear itself.

Supplementary Reading B: The Current News about Finance

The Bank for International Settlements (BIS) says banks have done their bit to help economic
recovery and now governments must do more.

The Basel—based organization—usually dubbed the “central banks’ central bank”—believes it
is time to end the “whatever it takes” approach.

It says it wants to see a return to “strong and sustainable growth”.

Last week the US central bank said it planned to stop its asset purchase programme, sparking
market volatility.

In its annual report, the BIS said the world’s central banks had done what they could to offset
the worst effects of the six-year long global credit crisis.

As the credit crunch hit, central banks tried a number of tactics to try to keep the money

ogo
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flowing, initially cutting interest rates and later adding in quantitative easing, buying in assets and
releasing vast sums into the banking system.

But now that the world was “past the height of the crisis”, it was time for such interventionist
policies to change.

‘Forceful’

Governments should oil the economic wheels by reforming labour markets and undertaking a
“forceful programme” of “repair and reform” as the only way to bring about a lasting economic
revival, the BIS said.

“Although six years have passed since the eruption of the global financial crisis, robust,
self-sustaining growth still eludes the global economy”, the report said.

“During this time, central banks in advanced economies have been forced to look for ways to
increase their degree of accommodation. But central banks cannot solve the structural problems that
are preventing a return to strong and sustainable growth.”

(NewYork Times 2013-06-24)

Supplementary Reading C: Bilingual Reading

The top Republican in the U.S. House of Representatives says it is now up to President Barack
Obama to work with the Senate’s leader on a plan to avert a year-end crisis that analysts say could
plunge the economy into recession.

House Speaker John Boehner issued the statement late Thursday, shortly after House
Republican leaders abruptly put off a vote on his proposal that would have let tax rates rise for those
earning $1 million or more. Boehner said he did not have enough support to pass the measure,
although earlier in the day he had predicted victory.

A vote would have been largely symbolic. Leaders in the Democratic-controlled Senate said
Boehner’s plan had no chance of passing in that chamber.

Also, President Barack Obama, who wants a tax break extended only up to the $400,000
income level, had vowed to veto the measure even if both houses of Congress passed it.

Senate Democrats have already passed a bill that raises taxes on income higher than $250,000.
They have said this is the plan they want from Boehner in the House.

It is unlikely that there will be any more House action until lawmakers return from their break
for the December 25 Christmas holiday.

Earlier in the week, the president said he and Boehner were relatively close to an agreement on
a compromise to avert what Washington is calling a “fiscal cliff "—$500 billion in mandated

spending cuts and tax increases that would affect almost all American workers starting January 1.
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