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Introduction: Unpacking the Foundation of Economic
Modeling

A basic assumption of economics is that individuals act rationally. This seemingly simple statement
underpins much of economic theory and modeling. However, the meaning and implications of
"rationality" in economics have evolved significantly throughout history, leading to ongoing debates
about its validity and applicability in the real world. This article explores the historical context of this
fundamental assumption, examines its different interpretations, and discusses its relevance in
contemporary economic analysis, including the challenges posed by behavioral economics.

The Classical Roots: Homo Economicus and Perfect
Rationality

The roots of "a basic assumption of economics is that" individuals act rationally can be traced back to
classical economists like Adam Smith. While Smith didn't explicitly use the term "rationality," his
concept of the "invisible hand" implicitly relies on the idea that individuals pursuing their self-interest
in a free market lead to socially optimal outcomes. This presupposes a level of rationality where
individuals can accurately assess costs and benefits and make choices that maximize their utility. This
idealized agent, often referred to as homo economicus, embodies perfect rationality – possessing
complete information, flawless computational abilities, and unwavering consistency in preferences. A
basic assumption of economics is that, in this classical model, market forces efficiently allocate



resources.

The Neoclassical Synthesis and Marginalism

The neoclassical revolution in the late 19th and early 20th centuries further solidified "a basic
assumption of economics is that" individuals are rational utility maximizers. The marginalist
revolution, with its focus on marginal costs and benefits, provided a more rigorous mathematical
framework for analyzing rational decision-making. Neoclassical economics built heavily upon the
concept of rational choice theory, emphasizing the role of individual preferences and constraints in
shaping economic behavior. A basic assumption of economics is that, within this framework,
individuals make choices at the margin, comparing the additional benefits of an action to its
additional costs.

The Rise of Behavioral Economics: Challenging the
Assumption of Perfect Rationality

While the assumption of perfect rationality has been immensely influential in developing economic
models, it has also faced significant criticism. Behavioral economics, emerging in the latter half of the
20th century, challenged this core tenet. Researchers like Herbert Simon and Daniel Kahneman
demonstrated that human decision-making is often far from perfect. Cognitive biases, heuristics, and
emotional factors significantly influence choices, leading to systematic deviations from the predictions
of rational choice theory. A basic assumption of economics is that, according to behavioral
economists, individuals are boundedly rational, meaning their cognitive abilities and information
processing capabilities are limited. This leads to suboptimal decisions, contradicting the prediction of
perfect rationality underlying many traditional economic models.

The Current Relevance: Bounded Rationality and its
Implications

Today, "a basic assumption of economics is that" rationality needs to be understood within the
context of bounded rationality. While the traditional model of homo economicus remains a useful
simplification for certain contexts, it’s crucial to acknowledge its limitations. Modern economic
analysis increasingly incorporates insights from behavioral economics to develop more realistic and
predictive models. For example, understanding biases like loss aversion and framing effects is
essential for designing effective public policies and marketing strategies. A basic assumption of
economics is that, however, even with bounded rationality, individuals still strive to make choices that
improve their well-being, even if their choices aren't perfectly optimal.

Furthermore, game theory and experimental economics have provided valuable insights into how
individuals behave in strategic interactions. These approaches often relax the assumption of perfect
rationality, considering scenarios where individuals may be uncertain about others' actions, lack
complete information, or have conflicting motives. A basic assumption of economics is that, in these
complex situations, the prediction of outcomes relies on understanding the limitations of rationality
and the influence of strategic behavior.



Scarcity: Another Fundamental Assumption

While rationality is a cornerstone, "a basic assumption of economics is that" resources are scarce is
equally fundamental. This principle acknowledges that our desires for goods and services exceed the
available resources to satisfy them. This scarcity necessitates choices: we must decide how to
allocate limited resources among competing uses. This fundamental constraint drives the need for
economic systems and mechanisms to determine resource allocation efficiently. This concept
underpins the study of opportunity cost – the value of the next-best alternative forgone when making
a choice. A basic assumption of economics is that the understanding of scarcity is critical to
understanding economic behavior and policy.

Conclusion: A Refined Understanding of a Basic
Assumption of Economics

A basic assumption of economics is that, while the concept of rationality remains a central pillar of
economic analysis, its interpretation has evolved. The assumption of perfect rationality has been
refined to accommodate the complexities of human decision-making, recognizing the influence of
bounded rationality, cognitive biases, and emotional factors. The integration of insights from
behavioral economics and other interdisciplinary fields has led to a more nuanced and realistic
understanding of economic behavior. A basic assumption of economics is that, ultimately, both
rationality (even in its bounded form) and scarcity continue to provide essential frameworks for
understanding and modeling economic processes. However, a critical approach, acknowledging the
limitations of any assumption, is vital for developing robust and relevant economic theories.

FAQs

What is the difference between perfect rationality and bounded rationality? Perfect rationality1.
assumes individuals have complete information, unlimited computational abilities, and
consistent preferences, leading to optimal choices. Bounded rationality acknowledges cognitive
limitations and the influence of heuristics and biases, resulting in suboptimal but often
satisfactory decisions.

How does scarcity affect economic decisions? Scarcity forces individuals and societies to make1.
choices, allocating limited resources among competing uses. Understanding scarcity is crucial
for understanding opportunity costs and the rationale behind economic systems.

What is the role of behavioral economics in challenging traditional economic assumptions?1.
Behavioral economics provides empirical evidence that human decision-making deviates
systematically from the predictions of perfect rationality. It highlights cognitive biases and
emotional influences on choices.



How is rationality incorporated into game theory? Game theory often relaxes the assumption of1.
perfect rationality, considering scenarios with incomplete information, uncertainty about other
players' actions, and strategic interactions.

What are some examples of cognitive biases that affect economic decisions? Examples include1.
loss aversion (feeling losses more strongly than gains), framing effects (how choices are
presented influences decisions), anchoring bias (over-reliance on initial information), and
confirmation bias (seeking information confirming pre-existing beliefs).

How does the assumption of rationality influence economic modeling? The assumption of1.
rationality simplifies economic modeling, allowing economists to build tractable models that can
predict outcomes under specific conditions. However, this simplification might lead to
unrealistic predictions when real-world behavior deviates from perfect rationality.

What are some policy implications of bounded rationality? Recognizing bounded rationality1.
suggests that policies should be designed to account for cognitive limitations and biases. For
example, simplifying information presentation or providing nudges can improve decision-
making.

How has the understanding of rationality evolved over time in economics? Initially, economists1.
assumed perfect rationality. However, with the rise of behavioral economics, the understanding
of rationality shifted towards bounded rationality, acknowledging cognitive limitations and
biases.

What are some alternative assumptions to rationality used in economics? While rationality1.
remains central, some models explore alternative assumptions like altruism, fairness
considerations, and social norms, recognizing that motivations beyond self-interest can shape
economic behavior.

Related Articles:

"The Limits of Rationality: Cognitive Biases and Economic Decision-Making": This article reviews1.



experimental evidence demonstrating cognitive biases and their impact on economic choices,
challenging the assumption of perfect rationality.

"Behavioral Economics and Public Policy: Nudging Towards Better Choices": This piece explores1.
the application of behavioral economics to design public policies that account for cognitive
limitations and biases, guiding individuals towards more beneficial outcomes.

"Game Theory and Strategic Interaction: Beyond Perfect Rationality": This article analyzes the1.
role of rationality (and its limitations) in strategic interactions, using game theory to explore
outcomes under different assumptions about players' behavior.

"The Economics of Scarcity: Resource Allocation and Opportunity Cost": This article explores the1.
fundamental concept of scarcity in economics, discussing its implications for resource allocation
and opportunity cost.

"The Invisible Hand and Market Efficiency: A Critical Assessment": This examines Adam Smith's1.
concept of the "invisible hand" and its dependence on the assumption of rationality, assessing
its validity in different market contexts.

"Prospect Theory and Loss Aversion: Empirical Evidence and Economic Implications": This article1.
delves into prospect theory, which explains how individuals make decisions under risk and
uncertainty, emphasizing loss aversion as a significant deviation from perfect rationality.

"Bounded Rationality and Organizational Decision-Making": This paper explores how bounded1.
rationality affects decisions within organizations, discussing organizational structures and
information processing mechanisms.

"The Role of Emotions in Economic Behavior: A Behavioral Approach": This explores the impact1.
of emotions on economic decision-making, showing how emotional factors can lead to
departures from purely rational choices.



"Experimental Economics and the Testing of Economic Theories": This article discusses the use1.
of experimental methods to test economic theories, including those relying on assumptions of
rationality, and provides evidence of deviations from these assumptions.

  a basic assumption of economics is that: Misbehaving: The Making of Behavioral
Economics Richard H. Thaler, 2015-05-11 Winner of the Nobel Prize in Economics Get ready to
change the way you think about economics. Nobel laureate Richard H. Thaler has spent his career
studying the radical notion that the central agents in the economy are humans—predictable,
error-prone individuals. Misbehaving is his arresting, frequently hilarious account of the struggle to
bring an academic discipline back down to earth—and change the way we think about economics,
ourselves, and our world. Traditional economics assumes rational actors. Early in his research,
Thaler realized these Spock-like automatons were nothing like real people. Whether buying a clock
radio, selling basketball tickets, or applying for a mortgage, we all succumb to biases and make
decisions that deviate from the standards of rationality assumed by economists. In other words, we
misbehave. More importantly, our misbehavior has serious consequences. Dismissed at first by
economists as an amusing sideshow, the study of human miscalculations and their effects on
markets now drives efforts to make better decisions in our lives, our businesses, and our
governments. Coupling recent discoveries in human psychology with a practical understanding of
incentives and market behavior, Thaler enlightens readers about how to make smarter decisions in
an increasingly mystifying world. He reveals how behavioral economic analysis opens up new ways
to look at everything from household finance to assigning faculty offices in a new building, to TV
game shows, the NFL draft, and businesses like Uber. Laced with antic stories of Thaler’s spirited
battles with the bastions of traditional economic thinking, Misbehaving is a singular look into
profound human foibles. When economics meets psychology, the implications for individuals,
managers, and policy makers are both profound and entertaining. Shortlisted for the Financial Times
& McKinsey Business Book of the Year Award
  a basic assumption of economics is that: General Theory Of Employment , Interest And
Money John Maynard Keynes, 2016-04 John Maynard Keynes is the great British economist of the
twentieth century whose hugely influential work The General Theory of Employment, Interest and *
is undoubtedly the century's most important book on economics--strongly influencing economic
theory and practice, particularly with regard to the role of government in stimulating and regulating
a nation's economic life. Keynes's work has undergone significant revaluation in recent years, and
Keynesian views which have been widely defended for so long are now perceived as at odds with
Keynes's own thinking. Recent scholarship and research has demonstrated considerable rivalry and
controversy concerning the proper interpretation of Keynes's works, such that recourse to the
original text is all the more important. Although considered by a few critics that the sentence
structures of the book are quite incomprehensible and almost unbearable to read, the book is an
essential reading for all those who desire a basic education in economics. The key to understanding
Keynes is the notion that at particular times in the business cycle, an economy can become
over-productive (or under-consumptive) and thus, a vicious spiral is begun that results in massive
layoffs and cuts in production as businesses attempt to equilibrate aggregate supply and demand.
Thus, full employment is only one of many or multiple macro equilibria. If an economy reaches an
underemployment equilibrium, something is necessary to boost or stimulate demand to produce full
employment. This something could be business investment but because of the logic and individualist
nature of investment decisions, it is unlikely to rapidly restore full employment. Keynes logically
seizes upon the public budget and government expenditures as the quickest way to restore full
employment. Borrowing the * to finance the deficit from private households and businesses is a



quick, direct way to restore full employment while at the same time, redirecting or siphoning
  a basic assumption of economics is that: An Inquiry Into the Nature and Causes of the
Wealth of Nations Adam Smith, 1822
  a basic assumption of economics is that: Risk, Uncertainty and Profit Frank H. Knight,
2006-11-01 A timeless classic of economic theory that remains fascinating and pertinent today, this
is Frank Knight's famous explanation of why perfect competition cannot eliminate profits, the
important differences between risk and uncertainty, and the vital role of the entrepreneur in
profitmaking. Based on Knight's PhD dissertation, this 1921 work, balancing theory with fact to
come to stunning insights, is a distinct pleasure to read. FRANK H. KNIGHT (1885-1972) is
considered by some the greatest American scholar of economics of the 20th century. An economics
professor at the University of Chicago from 1927 until 1955, he was one of the founders of the
Chicago school of economics, which influenced Milton Friedman and George Stigler.
  a basic assumption of economics is that: The Logic of Collective Action , 2003
  a basic assumption of economics is that: Economics in One Lesson Henry Hazlitt,
2010-08-11 With over a million copies sold, Economics in One Lesson is an essential guide to the
basics of economic theory. A fundamental influence on modern libertarianism, Hazlitt defends
capitalism and the free market from economic myths that persist to this day. Considered among the
leading economic thinkers of the “Austrian School,” which includes Carl Menger, Ludwig von Mises,
Friedrich (F.A.) Hayek, and others, Henry Hazlitt (1894-1993), was a libertarian philosopher, an
economist, and a journalist. He was the founding vice-president of the Foundation for Economic
Education and an early editor of The Freeman magazine, an influential libertarian publication.
Hazlitt wrote Economics in One Lesson, his seminal work, in 1946. Concise and instructive, it is also
deceptively prescient and far-reaching in its efforts to dissemble economic fallacies that are so
prevalent they have almost become a new orthodoxy. Economic commentators across the political
spectrum have credited Hazlitt with foreseeing the collapse of the global economy which occurred
more than 50 years after the initial publication of Economics in One Lesson. Hazlitt’s focus on
non-governmental solutions, strong — and strongly reasoned — anti-deficit position, and general
emphasis on free markets, economic liberty of individuals, and the dangers of government
intervention make Economics in One Lesson every bit as relevant and valuable today as it has been
since publication.
  a basic assumption of economics is that: Essays in Positive Economics Milton Friedman,
1953 This paper is concerned primarily with certain methodological problems that arise in
constructing the distinct positive science that John Neville Keynes called for, in particular, the
problem how to decide whether a suggested hypothesis or theory should be tentatively accepted as
part of the body of systematized knowledge concerning what is.
  a basic assumption of economics is that: The Cartoon Introduction to Economics Grady
Klein, Yoram Bauman, 2010-01-19 Economics.
  a basic assumption of economics is that: The General Theory of Employment, Interest and
Money John Maynard Keynes, 1989
  a basic assumption of economics is that: Encyclopedia of Quality of Life and Well-Being
Research Alex C. Michalos, 2014-02-12 The aim of this encyclopedia is to provide a comprehensive
reference work on scientific and other scholarly research on the quality of life, including
health-related quality of life research or also called patient-reported outcomes research. Since the
1960s two overlapping but fairly distinct research communities and traditions have developed
concerning ideas about the quality of life, individually and collectively, one with a fairly narrow focus
on health-related issues and one with a quite broad focus. In many ways, the central issues of these
fields have roots extending to the observations and speculations of ancient philosophers, creating a
continuous exploration by diverse explorers in diverse historic and cultural circumstances over
several centuries of the qualities of human existence. What we have not had so far is a single,
multidimensional reference work connecting the most salient and important contributions to the
relevant fields. Entries are organized alphabetically and cover basic concepts, relatively well



established facts, lawlike and causal relations, theories, methods, standardized tests, biographic
entries on significant figures, organizational profiles, indicators and indexes of qualities of
individuals and of communities of diverse sizes, including rural areas, towns, cities, counties,
provinces, states, regions, countries and groups of countries.
  a basic assumption of economics is that: Rescuing Human Rights Hurst Hannum,
2019-02-14 Focuses on understanding human rights as they really are and their proper role in
international affairs.
  a basic assumption of economics is that: Economics for the Common Good Jean Tirole,
2019-05-14 When Jean Tirole won the 2014 Nobel Prize in Economics, he suddenly found himself
being stopped in the street by complete strangers and asked to comment on issues of the day, no
matter how distant from his own areas of research. His transformation from academic economist to
public intellectual prompted him to reflect further on the role economists and their discipline play in
society. The result is Economics for the Common Good, a passionate manifesto for a world in which
economics, far from being a 'dismal science,' is a positive force for the common good. Economists
are rewarded for writing technical papers in scholarly journals, not joining in public debates. But
Tirole says we urgently need economists to engage with the many challenges facing society, helping
to identify our key objectives and the tools needed to meet them. To show how economics can help
us realize the common good, Tirole shares his insights on a broad array of questions affecting our
everyday lives and the future of our society, including global warming, unemployment, the post-2008
global financial order, the euro crisis, the digital revolution, innovation, and the proper balance
between the free market and regulation. Providing a rich account of how economics can benefit
everyone, Economics for the Common Good sets a new agenda for the role of economics in
society--Provided by publisher.
  a basic assumption of economics is that: Development as Freedom Amartya Sen,
2011-05-25 By the winner of the 1988 Nobel Prize in Economics, an essential and paradigm-altering
framework for understanding economic development--for both rich and poor--in the twenty-first
century. Freedom, Sen argues, is both the end and most efficient means of sustaining economic life
and the key to securing the general welfare of the world's entire population. Releasing the idea of
individual freedom from association with any particular historical, intellectual, political, or religious
tradition, Sen clearly demonstrates its current applicability and possibilities. In the new global
economy, where, despite unprecedented increases in overall opulence, the contemporary world
denies elementary freedoms to vast numbers--perhaps even the majority of people--he concludes, it
is still possible to practically and optimistically restain a sense of social accountability. Development
as Freedom is essential reading.
  a basic assumption of economics is that: The Nature of the Firm Oliver E. Williamson,
Sidney G. Winter, 1993 This volume features a series of essays which arose from a conference on
economics, addressing the question: what is the nature of the firm in economic analysis? This
paperback edition includes the Nobel Lecture of R.N. Case.
  a basic assumption of economics is that: Policy Implications of Greenhouse Warming
National Academy of Engineering, National Academy of Sciences, Policy and Global Affairs, Institute
of Medicine, Committee on Science, Engineering, and Public Policy, Panel on Policy Implications of
Greenhouse Warming, 1992-02-01 Global warming continues to gain importance on the international
agenda and calls for action are heightening. Yet, there is still controversy over what must be done
and what is needed to proceed. Policy Implications of Greenhouse Warming describes the
information necessary to make decisions about global warming resulting from atmospheric releases
of radiatively active trace gases. The conclusions and recommendations include some unexpected
results. The distinguished authoring committee provides specific advice for U.S. policy and
addresses the need for an international response to potential greenhouse warming. It offers a
realistic view of gaps in the scientific understanding of greenhouse warming and how much effort
and expense might be required to produce definitive answers. The book presents methods for
assessing options to reduce emissions of greenhouse gases into the atmosphere, offset emissions,



and assist humans and unmanaged systems of plants and animals to adjust to the consequences of
global warming.
  a basic assumption of economics is that: Intermediate Microeconomics Patrick M.
Emerson, 2019
  a basic assumption of economics is that: Economic Facts and Fallacies Thomas Sowell,
2011-03-22 Thomas Sowell “both surprises and overturns received wisdom” in this indispensable
examination of widespread economic fallacies (The Economist) Economic Facts and Fallacies
exposes some of the most popular fallacies about economic issues-and does so in a lively manner and
without requiring any prior knowledge of economics by the reader. These include many beliefs
widely disseminated in the media and by politicians, such as mistaken ideas about urban problems,
income differences, male-female economic differences, as well as economics fallacies about
academia, about race, and about Third World countries. One of the themes of Economic Facts and
Fallacies is that fallacies are not simply crazy ideas but in fact have a certain plausibility that gives
them their staying power-and makes careful examination of their flaws both necessary and
important, as well as sometimes humorous. Written in the easy-to-follow style of the author's Basic
Economics, this latest book is able to go into greater depth, with real world examples, on specific
issues.
  a basic assumption of economics is that: An Evolutionary Theory of Economic Change
Richard R. Nelson, 1985-10-15 This book contains the most sustained and serious attack on
mainstream, neoclassical economics in more than forty years. Nelson and Winter focus their critique
on the basic question of how firms and industries change overtime. They marshal significant
objections to the fundamental neoclassical assumptions of profit maximization and market
equilibrium, which they find ineffective in the analysis of technological innovation and the dynamics
of competition among firms. To replace these assumptions, they borrow from biology the concept of
natural selection to construct a precise and detailed evolutionary theory of business behavior. They
grant that films are motivated by profit and engage in search for ways of improving profits, but they
do not consider them to be profit maximizing. Likewise, they emphasize the tendency for the more
profitable firms to drive the less profitable ones out of business, but they do not focus their analysis
on hypothetical states of industry equilibrium. The results of their new paradigm and analytical
framework are impressive. Not only have they been able to develop more coherent and powerful
models of competitive firm dynamics under conditions of growth and technological change, but their
approach is compatible with findings in psychology and other social sciences. Finally, their work has
important implications for welfare economics and for government policy toward industry.
  a basic assumption of economics is that: Understanding History Jonathan Gorman, 1992
Has any question about the historical past ever been finally answered? Of course there is much
disagreement among professional historians about what happened in the past and how to explain it.
But this incisive study goes one step further and brings into question the very ability of historians to
gather and communicate genuine knowledge about the past. Understanding History applies this
general question from the philosophy of history to economic history of American slaveholders. Do we
understand the American slaveholders? Has the last word on the subject been said? Both the alleged
profitability of slavery and the purported causes of the American Civil War are philosophically
analyzed. Traditional narrative history and econometric history are examined and compared, and
their different philosophical assumptions made explicit. The problem of justifying historical
methodologies is first set in the wider context of the philosophical problem of knowledge, then
lucidly explained and resolved along pragmatic lines. The novelty of Gorman's approach lies in its
comparison of narrative with econometric history, its analysis of empathetic understanding in terms
of cost-benefit analysis, and its elucidation of the metaphysical presuppositions of empiricism. It
stands out especially for the clarity, rigor, and simplicity of its arguments.
  a basic assumption of economics is that: The Positive Theory of Capital Eugen von
Böhm-Bawerk, 1891 Von Boehm-Bawerk is one of the leading economists of the so-called Austrian
school. With Karl Menger and others, he has contributed to the development of a theory of value



which has received wide acceptance, and has been the cause of still wider discussion, in the
economic world. This theory, as elaborated by Boehm von Bawerk, is based largely upon
psychological principles. Its chief feature consists in a searching analysis of ‘subjective value.’ In his
“Capital and Interest”, the author makes a brilliant and original study of these two subjects. “The
Positive Theory of Capital” is the successor to the work mentioned above.
  a basic assumption of economics is that: The Rate and Direction of Inventive Activity
National Bureau of Economic Research, 2015-12-08 The papers here range from description and
analysis of how our political economy allocates its inventive effort, to studies of the decision making
process in specific industrial laboratories. Originally published in 1962. The Princeton Legacy
Library uses the latest print-on-demand technology to again make available previously out-of-print
books from the distinguished backlist of Princeton University Press. These editions preserve the
original texts of these important books while presenting them in durable paperback and hardcover
editions. The goal of the Princeton Legacy Library is to vastly increase access to the rich scholarly
heritage found in the thousands of books published by Princeton University Press since its founding
in 1905.
  a basic assumption of economics is that: The Economic Approach to Human Behavior Gary
S. Becker, 2013-02-06 Since his pioneering application of economic analysis to racial discrimination,
Gary S. Becker has shown that an economic approach can provide a unified framework for
understanding all human behavior. In a highly readable selection of essays Becker applies this
approach to various aspects of human activity, including social interactions; crime and punishment;
marriage, fertility, and the family; and irrational behavior. Becker's highly regarded work in
economics is most notable in the imaginative application of 'the economic approach' to a surprising
breadth of human activity. Becker's essays over the years have inevitably inspired a surge of
research activity in testimony to the richness of his insights into human activities lying 'outside' the
traditionally conceived economic markets. Perhaps no economist in our time has contributed more to
expanding the area of interest to economists than Becker, and a number of these thought-provoking
essays are collected in this book.—Choice Gary Becker was awarded the Nobel Prize in Economic
Science in 1992.
  a basic assumption of economics is that: Philosophy of Economics Uskali Mäki, 2012-06-12
Part of the Handbook of the Philosophy of Science Series edited by: Dov M. Gabbay King's College,
London, UK; Paul Thagard University of Waterloo, Canada; and John Woods University of British
Columbia, Canada. Philosophy of Economics investigates the foundational concepts and methods of
economics, the social science that analyzes the production, distribution and consumption of goods
and services. This groundbreaking collection, the most thorough treatment of the philosophy of
economics ever published, brings together philosophers, scientists and historians to map out the
central topics in the field. The articles are divided into two groups. Chapters in the first group deal
with various philosophical issues characteristic of economics in general, including realism and
Lakatos, explanation and testing, modeling and mathematics, political ideology and feminist
epistemology. Chapters in the second group discuss particular methods, theories and branches of
economics, including forecasting and measurement, econometrics and experimentation, rational
choice and agency issues, game theory and social choice, behavioral economics and public choice,
geographical economics and evolutionary economics, and finally the economics of scientific
knowledge. This volume serves as a detailed introduction for those new to the field as well as a rich
source of new insights and potential research agendas for those already engaged with the
philosophy of economics. Provides a bridge between philosophy and current scientific findings
Encourages multi-disciplinary dialogue Covers theory and applications
  a basic assumption of economics is that: A Modern Guide to Macroeconomics Brian
Snowdon, Howard R. Vane, Peter Wynarczyk, 1994 This work provides up-to-date discussions of
recent developments in modern macroeconomics; it also features interviews with leading economists
that aim to shed new light on the major intellectual and policy issues of the 1990s.
  a basic assumption of economics is that: Capitalism without Capital Jonathan Haskel,



Stian Westlake, 2018-10-16 Early in the twenty-first century, a quiet revolution occurred. For the
first time, the major developed economies began to invest more in intangible assets, like design,
branding, and software, than in tangible assets, like machinery, buildings, and computers. For all
sorts of businesses, the ability to deploy assets that one can neither see nor touch is increasingly the
main source of long-term success. But this is not just a familiar story of the so-called new economy.
Capitalism without Capital shows that the growing importance of intangible assets has also played a
role in some of the larger economic changes of the past decade, including the growth in economic
inequality and the stagnation of productivity. Jonathan Haskel and Stian Westlake explore the
unusual economic characteristics of intangible investment and discuss how an economy rich in
intangibles is fundamentally different from one based on tangibles. Capitalism without Capital
concludes by outlining how managers, investors, and policymakers can exploit the characteristics of
an intangible age to grow their businesses, portfolios, and economies.
  a basic assumption of economics is that: Money and Government Robert Skidelsky,
2018-11-13 A critical examination of economics' past and future, and how it needs to change, by one
of the most eminent political economists of our time The dominant view in economics is that money
and government should play only minor roles in economic life. Economic outcomes, it is claimed, are
best left to the invisible hand of the market. Yet these claims remain staunchly unsettled. The view
taken in this important new book is that the omnipresence of uncertainty makes money and
government essential features of any market economy. Since Adam Smith, classical economics has
espoused non-intervention in markets. The Great Depression brought Keynesian economics to the
fore; but stagflation in the 1970s brought a return to small-state orthodoxy. The 2008 global
financial crash should have brought a reevaluation of that stance; instead the response has been
punishing austerity and anemic recovery. This book aims to reintroduce Keynes’s central insights to
a new generation of economists, and embolden them to return money and government to the
starring roles in the economic drama that they deserve.
  a basic assumption of economics is that: International Encyclopedia of Housing and Home ,
2012-10-09 Available online via SciVerse ScienceDirect, or in print for a limited time only, The
International Encyclopedia of Housing and Home, Seven Volume Set is the first international
reference work for housing scholars and professionals, that uses studies in economics and finance,
psychology, social policy, sociology, anthropology, geography, architecture, law, and other
disciplines to create an international portrait of housing in all its facets: from meanings of home at
the microscale, to impacts on macro-economy. This comprehensive work is edited by distinguished
housing expert Susan J. Smith, together with Marja Elsinga, Ong Seow Eng, Lorna Fox O'Mahony
and Susan Wachter, and a multi-disciplinary editorial team of 20 world-class scholars in all. Working
at the cutting edge of their subject, liaising with an expert editorial advisory board, and engaging
with policy-makers and professionals, the editors have worked for almost five years to secure the
quality, reach, relevance and coherence of this work. A broad and inclusive table of contents signals
(or tesitifes to) detailed investigation of historical and theoretical material as well as in-depth
analysis of current issues. This seven-volume set contains over 500 entries, listed alphabetically, but
grouped into seven thematic sections including methods and approaches; economics and finance;
environments; home and homelessness; institutions; policy; and welfare and well-being. Housing
professionals, both academics and practitioners, will find The International Encyclopedia of Housing
and Home useful for teaching, discovery, and research needs. International in scope, engaging with
trends in every world region The editorial board and contributors are drawn from a wide
constituency, collating expertise from academics, policy makers, professionals and practitioners, and
from every key center for housing research Every entry stands alone on its merits and is accessed
alphabetically, yet each is fully cross-referenced, and attached to one of seven thematic categories
whose ‘wholes' far exceed the sum of their parts
  a basic assumption of economics is that: Doughnut Economics Kate Raworth, 2018-03-08
Economics is the mother tongue of public policy. It dominates our decision-making for the future,
guides multi-billion-dollar investments, and shapes our responses to climate change, inequality, and



other environmental and social challenges that define our times. Pity then, or more like disaster,
that its fundamental ideas are centuries out of date yet are still taught in college courses worldwide
and still used to address critical issues in government and business alike. That’s why it is time, says
renegade economist Kate Raworth, to revise our economic thinking for the 21st century. In
Doughnut Economics, she sets out seven key ways to fundamentally reframe our understanding of
what economics is and does. Along the way, she points out how we can break our addiction to
growth; redesign money, finance, and business to be in service to people; and create economies that
are regenerative and distributive by design. Named after the now-iconic “doughnut” image that
Raworth first drew to depict a sweet spot of human prosperity (an image that appealed to the
Occupy Movement, the United Nations, eco-activists, and business leaders alike), Doughnut
Economics offers a radically new compass for guiding global development, government policy, and
corporate strategy, and sets new standards for what economic success looks like. Raworth
handpicks the best emergent ideas—from ecological, behavioral, feminist, and institutional
economics to complexity thinking and Earth-systems science—to address this question: How can we
turn economies that need to grow, whether or not they make us thrive, into economies that make us
thrive, whether or not they grow? Simple, playful, and eloquent, Doughnut Economics offers
game-changing analysis and inspiration for a new generation of economic thinkers.
  a basic assumption of economics is that: Principles of Accounting Volume 1 - Financial
Accounting Mitchell Franklin, Patty Graybeal, Dixon Cooper, 2019-04-11 The text and images in
this book are in grayscale. A hardback color version is available. Search for ISBN 9781680922929.
Principles of Accounting is designed to meet the scope and sequence requirements of a
two-semester accounting course that covers the fundamentals of financial and managerial
accounting. This book is specifically designed to appeal to both accounting and non-accounting
majors, exposing students to the core concepts of accounting in familiar ways to build a strong
foundation that can be applied across business fields. Each chapter opens with a relatable real-life
scenario for today's college student. Thoughtfully designed examples are presented throughout each
chapter, allowing students to build on emerging accounting knowledge. Concepts are further
reinforced through applicable connections to more detailed business processes. Students are
immersed in the why as well as the how aspects of accounting in order to reinforce concepts and
promote comprehension over rote memorization.
  a basic assumption of economics is that: Microeconomics in Context Neva Goodwin,
Jonathan M. Harris, Julie A. Nelson, Brian Roach, Mariano Torras, 2015-12-07 Microeconomics in
Context lays out the principles of microeconomics in a manner that is thorough, up to date, and
relevant to students. Like its counterpart, Macroeconomics in Context, the book is uniquely attuned
to economic realities. The in Context books offer affordability, accessible presentation, and engaging
coverage of current policy issues from economic inequality and global climate change to taxes. Key
features include: --Clear explanation of basic concepts and analytical tools, with advanced models
presented in optional chapter appendices; --Presentation of policy issues in historical, institutional,
social, political, and ethical context--an approach that fosters critical evaluation of the standard
microeconomic models, such as welfare analysis, labor markets, and market competition; --A
powerful graphical presentation of various measures of well-being in the United States, from income
inequality and educational attainment to home prices; --Broad definition of well-being using both
traditional economic metrics and factors such as environmental quality, health, equity, and political
inclusion; --New chapters on the economics of the environment, taxes and tax policy, common
property and public goods, and welfare analysis; --Expanded coverage of high-interest topics such as
behavioral economics, labor markets, and healthcare; --Full complement of instructor and student
support materials online, including test banks and grading through Canvas.
  a basic assumption of economics is that: ,
  a basic assumption of economics is that: Debunking Economics Steve Keen, 2001-07-28
What is the score card for economics at the start of the new millennium? While there are many
different schools of economic thought, it is the neo-classical school, with its alleged understanding



and simplistic advocacy of the market, that has become equated in the public mind with economics.
This book shows that virtually every aspect of conventional neo-classical economics' thinking is
intellectually unsound. Steve Keen draws on an impressive array of advanced critical thinking. He
constitutes a profound critique of the principle concepts, theories, and methodologies of the
mainstream discipline. Keen raises grave doubts about economics' pretensions to established
scientific status and its reliability as a guide to understanding the real world of economic life and its
policy-making.
  a basic assumption of economics is that: A Revolution in Economic Theory Ajit Sinha,
2016-08-18 This book draws on the work of one of the sharpest minds of the 20th century, Piero
Sraffa. Ludwig Wittgenstein credited him for 'the most consequential ideas' of the Philosophical
Investigations (1953) and put him high on his short list of geniuses. Sraffa's revolutionary
contribution to economics was, however, lost to the world because economists did not pay attention
to the philosophical underpinnings of his economics. Based on exhaustive archival research, Sinha
presents an exciting new thesis that shows how Sraffa challenged the usual mode of theorizing in
terms of essential and mechanical causation and, instead, argued for a descriptive or geometrical
theory based on simultaneous relations. A consequence of this approach was a complete removal of
'agent's subjectivity' and 'marginal method' or counterfactual reasoning from economic analysis –
the two fundamental pillars of orthodox economic theory.
  a basic assumption of economics is that: Economics Rules Dani Rodrik, 2015 A leading
economist trains a lens on his own discipline to uncover when it fails and when it works.
  a basic assumption of economics is that: The Elements of Input-output Analysis William
H. Miernyk, 1965 Economic theory of input output analysis - covers methodology and applications
(incl. In respect of economic planning, regional planning and the measurement of economic growth),
and includes a chapter on the rudiments of Input-Output mathematics.
  a basic assumption of economics is that: Causal Inference Scott Cunningham, 2021-01-26
An accessible, contemporary introduction to the methods for determining cause and effect in the
Social Sciences “Causation versus correlation has been the basis of arguments—economic and
otherwise—since the beginning of time. Causal Inference: The Mixtape uses legit real-world
examples that I found genuinely thought-provoking. It’s rare that a book prompts readers to expand
their outlook; this one did for me.”—Marvin Young (Young MC) Causal inference encompasses the
tools that allow social scientists to determine what causes what. In a messy world, causal inference
is what helps establish the causes and effects of the actions being studied—for example, the impact
(or lack thereof) of increases in the minimum wage on employment, the effects of early childhood
education on incarceration later in life, or the influence on economic growth of introducing malaria
nets in developing regions. Scott Cunningham introduces students and practitioners to the methods
necessary to arrive at meaningful answers to the questions of causation, using a range of modeling
techniques and coding instructions for both the R and the Stata programming languages.
  a basic assumption of economics is that: Gradido � Natural Economy of Life Bernd
Hückstädt, 2013-03-01 Gradido - Natural Economy of Life is a monetary and economic model
patterned on nature. It provides a basic income for every person, an ample national budget for every
country and an additional Equalisation and Environment Fund for decontaminating the environment.
The self-regulating system keeps the money supply, and hence prices, stable. The gentle equalisation
of the hitherto poor countries and the industrialised nations promotes peace. Learn about the
encouraging results of economic bionics research! Nature is brilliant. When we act in harmony with
nature we will experience worldwide prosperity and peace. This is the core message of this
consistently positive instruction manual for the future. Information at: http: //gradido.net/Book
  a basic assumption of economics is that: Nudge Richard H. Thaler, Cass R. Sunstein,
2009-02-24 Now available: Nudge: The Final Edition The original edition of the multimillion-copy
New York Times bestseller by the winner of the Nobel Prize in Economics, Richard H. Thaler, and
Cass R. Sunstein: a revelatory look at how we make decisions—for fans of Malcolm Gladwell’s Blink,
Charles Duhigg’s The Power of Habit, James Clear’s Atomic Habits, and Daniel Kahneman’s



Thinking, Fast and Slow Named a Best Book of the Year by The Economist and the Financial Times
Every day we make choices—about what to buy or eat, about financial investments or our children’s
health and education, even about the causes we champion or the planet itself. Unfortunately, we
often choose poorly. Nudge is about how we make these choices and how we can make better ones.
Using dozens of eye-opening examples and drawing on decades of behavioral science research,
Nobel Prize winner Richard H. Thaler and Harvard Law School professor Cass R. Sunstein show that
no choice is ever presented to us in a neutral way, and that we are all susceptible to biases that can
lead us to make bad decisions. But by knowing how people think, we can use sensible “choice
architecture” to nudge people toward the best decisions for ourselves, our families, and our society,
without restricting our freedom of choice.
  a basic assumption of economics is that: Advances in Applied Economics, Business and
Development Qingyuan Zhou, 2011-07-22 This four-volume-set (CCIS 208, 209, 210, 211) constitutes
the refereed proceedings of the International Symposium on Applied Economics, Business and
Development, ISAEBD 2011, held in Dalian, China, in August 2011. The papers address issues
related to Applied Economics, Business and Development and cover various research areas including
Economics, Management, Education and its Applications.
  a basic assumption of economics is that: The Heterodox Economics of Gardiner C. Means
Lily Xiao Hong Lee, Warren J. Samuels, 2019-07-25 This collection brings together articles written
by Gardiner C. Means, a leading institutionalist and post-Keynesian economist. Means studies the
modern corporation and its implications for the institution on private property and the economic
systems as a whole. The selections illuminate Means' analysis of the corporate revolution, the role of
administered pricing and the consequences for macro-economic instability in the American economy.
The book includes the controversial theoretical chapters for his proposed Harvard dissertation, his
essay on industrial prices and their inflexibility, the causes of depression, administered prices and
the risk of inflation, his analysis of stagflation and the control of inflation. An essay by his widow,
Caroline F. Ware, examines the resistance of the American economics profession to Means' theory of
administered prices.
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