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1+1>2
>0 0-0
1+1<2
(the worldview of economics)
(M. Friedman)
(F. Modigliani)
(J. Buchanan)
Stigler (1984), Hirshleifer (1985), Demsetz (1997) Lazear (2000)
Swedberg (1990) Miller (1997)
Becker (1976) An Economic Approach to Human Behavior Becker
(1993) "The Economic Way of Looking at

Behavior."
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Taylor (1995, p.6) "Economics isaway of thinking; " Frank (1991)
"Thinking Like an Economist"
Mankiew (2004)
Lipsey (2001, p. 172) (qudlitative)
(quantitative) Posner (1997, p. 14)

("The heart of economics is insight rather than technique.")

McCloskey (1985)
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(decision makers)

012
012
012 012
0
(rational) (self-interested)
(strong form) (weak form)

Becker (1998), Boettke (1997) Knoedler
& Underwood (2003)
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(academic)
(working hypothesis)
(M.
Friedman 1953) (predictive power)
(R. Coase 1988)
(theory serves as a base for thinking)
(ex ante)
(ex post)

(utility function

Dawkins (1976)
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(objectivity)

(subjective

(tautology)

Buchanan (1969)
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(Mother Teresa)

Buchanan & Tullock (1962) "We do not have a theory for the world of
angels." Posner (2003, p. 4) (clever
animals)

0

Hamermesh & Soos (1974)
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(data set)

(R. Frank)

Frank (1988) _— (Passions within Reason)— —
Frey (1992)
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(L.
Cosmides) (J. Tooby)

1+1<2

(whatever is isefficient)

(ghetto) (poverty trap)

(rent-seeking)

Cosmides & Tooby (1994)
Peltzman (1976)

( )
Cheung (2001, 2002)
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(D. North) (low equilibrium)
(individual
rationality) (group rationality)
(G. Hardin) (tragedy
of the commons) (M. Olson) (G. Libecap)
(E. Ostrom)

(common resources)
(macro phenomenon)
(micro foundation)
(public goods) (free-riding)
(information)

1960

(J. Stiglitz)

1991 (asymmetric information)

North (1990)

Hardin (1968), Olson (1965), Libecap (1989) Ostrom (1990)

Arnott & Stiglitz (1991) Spence (1973) Akerlof
(1970)
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(imperfect information)

(G. Akerlof)

(M. Spence)
(non-market mechanism)

(dysfunctional)

(voting paradox)

(missing link)

(stereo-typing)

Feddersen (2004)
Halsey (2004) "The notion of a stereotype is generally
negative. ... It is narrowly rooted in prejudice and irrationa fear.”
Oberschall and Leifer (1986, p.
245) "Stereotyping can be viewed as a cheap way to avoid the high
costs of obtaining accurate information."
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(one-shot)

(repeated game)

(whistleblower)

Manski (2000)
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(functional combinations)

(specialization) (division of labor)

Coleman (1990)

Landa (1994)
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1+1>2

(The institutional structure of production)

(institutional matrix)

(the institutional structure of economics activities)

Coase (1992)
(The Lighthouse in
Economics) Coase (1974)
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(the institutional structure of human behavior

(equilibrium)
(high equilibrium)

(Y=C+l) (G) (X-M)

1959
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Coase (1959, 1998)
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(McDonald's)

121 31,000

http://www.mcdonal ds.com.tw
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1969

French (2004)

Buchanan (1969)

Putnam et d. (1992)
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(opportunity cost)

(Luciano

Pavarotti)

Posner (1986, p. 6)
Posner (1995, p. 527) Protagoras
( "Man is the measure of al things.")
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(reference framework)

Okun (1975)

Posner (1990, 1998)

Hsiung (2001, 2004 a, b)

Zerbe (2001)
Elster (1992, 1995)
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(spectrum)
A-A' A
B B, Ci C; B C B
A’ B; Bs C; C; A-A'
A By B, C; C.,.
A' B; By C; C,.
(a mixed bag)
A

North (1990)
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A
A B: B2
G G A A' Bs By
Cs Cs4 A-A
(choice) (trade-off)
A A A" A" A-A'
A A A
A A
(characteristics)
(invention)
(different (better A-A'
A A (potential
alternatives)
A-A'

A-A'

A-A
Lancaster (1966)
Lee (1995)
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1+1<2

1+1>2

0 1+1<2 1+1>2

(Porter, 1980, 1985)

(Grove, 1996)
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0~0 A-A'
012
(insights)
012
(Sir Alec Cairncross)
1+1=2
(a perspective) 1960
(micro) (macro)
(methodological individualism)
1+1 2 1+]
2

Cairncross (1985, 1986)
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(a worldview) (the economic

worldview)

Coase (1978)
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Economics 012?  The Quintessential

Wisdom of Economic Analysis

Bingyuan Hsiung*

Abstract

Economists generally agree that economic analysis constitutes a unique
worldview, but there seems to be no consensus about the worldview itself. This
paper attempts to outline a possible configuration of the worldview by
proposing four fundamental insights of economics. The insights satisfy two
criteria: they should be compatible with the mainstream of economics, and they
should correspond to the daily experiences of the general public and be useful
to them. The four insights can be represented by the numbers of 0, 1, and 2:

(1) o >0;

(2) 1+1<2;

(3) 1+1>2;

(4)0~0

First, o >0; it means that man is rational and self-interested. Secondly,
1+1<2; it suggests that whatever is is not necessarily efficient, but there is a

reason for it. Third, 1+1>2; it argues that for something good to occur, the

* Professor, Department of Economics, National Taiwan University
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supporting conditions must be in place. Fourth, 0~0; it implies that the
meanings of something are fulfilled by other, relevant things. Abstractly
speaking, the first insight is the starting point of economic analysis. The second
and third insights represent respectively an unsatisfactory and a satisfactory
situation; for either situation, economic analysis can try to advance an
explanation. Finally, the fourth insight illustrates on the one hand the core
concept of opportunity cost and on the other hand how meanings of things are
determined in general. It also implies that given the status quo, a potentially

better alternative can and should be looked for consciously.
Keywords: benchmark, rationality, self-interest, worldview of economics

JEL classification: A2, BO.
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