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ECONOMICS

PART ONE BASIC CONCEPTS

Chapter 1 The Central Concept of Economics

A. WHY STUDY ECOMONICS?
There is one overriding reason to learn the basic lessons of economics: All your life—from cradle to grave and
beyond—you will run up against the brutal truths of economics.

Choosing your life’ s occupation is the most important economic decision you will make. Your future depends
not only on your own abilities but also on how national and regional economic forces affect y our wages.

Studying economics will not make you a genius. But without economics the dice of life are loaded against you.
In addition to being useful, economics is even a fascinating field.

Definitions of Economics
Economics is the study of how societies us scarce resources to produce valuable goods and services and distribute
them among different individuals.

The Twin Themes of Economics
The concerns of economics will not go away because of the fact of scarcity and the desire for efficiency.

Microeconomics and Macroeconomics

Adam Smith/The Wealth of Nations(1776)/concerned with the behavior of individual entities

John Maynard Keynes/General Theory of Employment, Interest and Money(1963)/concerned with the overall
performance of the economy.

Common Fallacies Encountered in Economics reasoning
The post hoc fallacy

Failure to hold other things constant

The fallacy of composition

Positive Economics [ [0 [ 00 O versus Normative Economics] [ [ 00 O
The former describes the fact of economy, while the latter involves value judgments.

Cool Heads at the Service of Warm Hearts
Warm hearts alone will not feed the hungry or heal the sick. Determining the best route to economic progress or an
equitable distribution of society’ s output requires cool heads.

B.THE THREE PROBLEMS OF ECONOMIC ORGANIZATION
What, how and for whom

Market, Command and Mixed Economics
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C.SOCIETY" STEHCHONOLOGICAL POSSIBILITES

Inputs and Outputs

Inputs=factors of production

1)land: natural resources

2)labor: human time spent in production

3)capital: resources from the durable goods of an economy, produced in order to produce yet other goods.
PPF=the Production-Possibility Frontier

The concept of opportunity costs an be illustrated using the PPF.

Productive efficiency occurs when an economy cannot produce more of one good without producing less of
another good; this implies that the economy is on its production-possibility frontier.

present~ depict~ portray~

Time is the coin of your life. It is the only coin you have, and only you can determine how it will be spent. Be
careful lest you let other people spend it for you.—Carl Sandburg, American poet

APPENDIX 1
Curveld] O slopeld [0 tangentd O marginal(additional, extra) value[J [ O
Shifts of and movement along curves

Special Graphs: time series; scatter diagrams; diagrams with more than on curve

Page 7



oo

ERERERN

guoooobboopbrOdooobobbgogoooobnbd

0000000 :www.tushu000.com

Page 8



