Definition Review
1. What is economics?
Positive science: a body of systematized knowledge concerning what is (to observe and describe things as they are – objective description of things and phenomena).
Normative science: a body of systematized knowledge relating to criteria of what ought to be and concerned therefore the ideal that is distinguished from the actual (to observe and describe things as how they should be – subjective description of things and phenomena).
Arts: a system of rules (a set of tools used) for the attainment of an end.
Introspection: the action of looking inside one’s mental activities and describe them as precisely as possible.
Value judgment: an objective statement of opinion what cannot be tested by looking at the available evidence.
Fallacy of composition: what is true of a part is not necessarily true of a whole.
Post hoc fallacy: when event B happens after event C, people might assume that event A causes event B to happen.

2. What is matter of economics?
Interaction: an occasion when two or more people or things communicate with or react to each other.
GDP: Gross Domestic Product – a monetary measure of all goods and services produced within a country’s border in a specific period of time, usually a year. GDP measures aggregate income, aggregate spending, aggregate demand, and aggregate output. In other terms, it measures expenditures (spending), income, and production (demand, output).
HDI: Human Development Index – a measure of literacy rate, life span, and the GDP of a nation within a period of time, usually a year.
Model: a simplified presentation of realities.
Caricature model: a model in which distorted or exaggerated facts are used to represent realities.
Approximation model: a model in which simplified facts and figures are used to represent realities as closely and precisely as possible.

3. Microeconomics and Mathematics Economics.
Microeconomics: a branch of economics that studies about individuals and firms concerning their allocation of goods and the interactions among them. 
Macroeconomics: a branch of economics that study the economy as a whole. In other words, it studies economic issues on a large scale, of which aggregate factors are the main objects. Macroeconomics has two utmost concerns: (1) long-term economic growth; (2) macroeconomics fluctuations. Its aim is to acknowledge why these happy or unhappy situations occur and how to solve or create incentives to the existence of such situations.
Model: a simplified representation of realities.
Model of behavior: a simplified representation of the interrelations among variables in a same topic. It includes optimizing model and competitive equilibrium model.
Behavior: the way one acts or conducts oneself, especially towards the outside environment and others.
Optimizing model: represents how individuals or households can optimize their utility (maximize their utility); introduced by John Stuart Mill.
Utility: the act of using up resources for particular purposes.
Competitive equilibrium model: introduced by Marshall. It indicates what when supply equals demand, price does not change (S = D).
Game theory: the mathematical models studying the strategic interactions among rational decision makers.
Competitive advantage: a condition or circumstance that puts a company in a favorable or superior business position.
Monopoly: the exclusive possession or control of a supply of or a trade in a community or service.
Imperfect competition: the prevailing of monopoly in a market.
Mathematical economics: a branch of economics that applies mathematical methods, including mathematics, geometry, equations, theorems,… in studying economic questions.
Non-mathematical economics: a branch of economics in which economics assumptions are literally explained (in words and sentences instead of mathematical symbols and equations).
Econometrics: a branch of economics in which mathematical methods, especially statistics, are applied to describe economic system.
Economics: studies human interactions in terms of production, consumption, and distribution. In other words, it is concerned about the changes in interactions between human and human and between human and the surrounding in producing, consuming, and distributing scare resources.

4. Macroeconomics.
Macroeconomics: a branch of economics that studies the economy as a whole. In other words, it is concerned about studying economic factors on a large scale, of which aggregate variables are main objects. Two main concerns of macroeconomics include: (1) long-term economic growth; (2) macro fluctuations. By concerning about these situations, macroeconomics aims at finding reasons for the occurrence and solutions or incentives to these issues.
Economic growth: indicates the process by which economic welfare and quality of life in a nation, region or small community are improved.
Fallacy of composition: what is true of a part is not necessarily true of a whole.
Legal framework: a set of rules established through precedent in common law that distinguishes this nation from another. It can be considered standard behaviors or procedural steps required on individuals and organizations within the nation.
4 key values of science – CUDOs:
Communalism: the ownership of science and scientific results is common to everyone, regardless of border, race, level of education, nationality,…
Universalism: claims to truth are evaluated in terms of universal and impersonal criteria, not on the base of class, race, gender, religion or nationality.
Disinterestedness: scientist must not act on self-interest but for the sake of science.
Organized skepticism: all ideas must be tested and subject to rigorous scrutiny. 
Model: a simplified representation of realities. 
Map: a simplified and logic representation of features of things and phenomena.
Mathematical model: a simplified representation of interrelationship among variables. Mathematical models can be used as measuring instruments or tools for counterfactual experiments.
Experiment: a scientific procedure undertaken to discover or test theories or make hypothesis upon assumptions driven from the procedure.
Counterfactual experiments: experiments in which several facts are altered and then one or a set of assumptions is drive to answer the question “what would happen if”. It includes conditional and unconditional forecast.
Data: facts or statistics collected together for analysis or reference.

5. Experimental economics and Behavioral economics.
Experimental economics: a branch of economics that studies human behavior in a laboratory setting, rather than just as mathematical models.
Behavioral economics: a branch of economy concerning the application of psychological insights into human behavior to explain economic decision making. 
External validity: the extent to which a result or a set of result of a study can be applied beyond the study itself. In other words, it is the extent to which the result of a study can be generalized to or across other situations, people, or times.
Ceteris Paribus: all things are equals. In other words, it implicates that all variables are equal except for those being tested. Its advantage is its leading to important concept of monopoly (the excessive possession or control over supply of or trade in a business) and utility curve (supply equals demand, price does not change). However, it can lead to highly unrealistic assumptions as in reality not variables can remain equal; it by passes real problems by human nature and leads economics to a set of mathematical problems.
Induced value theory: means a proper use of medium reward that allowed experimenter to induce pre-described characteristics of subjects being tested in the experiment, so that their innate characteristics become largely irrelevant. In this theory, two incentives must be satisfied:
(1) Monetary incentive: reward medium. It demands satisfying 3 elements:
- Monotonicity: all variables remain equal
- Salience: monetary earnings totally depend on subjects’ decisions.
- Dominance: any changes in subjects’ unobserved utility stems from the changes in monetary income.
(2) No deception: 
- Deception has a negative impact on the trust between experimenters and subjects being tested.
- Deception can also have negative impact on the externality of scientific community.
Randomized Controlled Trial (RCT): randomly allocates subjects into two or more groups, give them different treatments and then compare variable outcomes. By doing this, experimenters can avoid certain sources of biases, especially in the process of testing efficiency of new medical treatments.
Bias: systematic errors caused by heuristics.
Field experiment: randomly assigns subjects into two or more groups, give them different treatments, and then test the claims of casual relationships.
Homo economicus: the figurative human being characterized by his infinite ability to make rational decisions. It is John Stuart Mill who introduces the word in his essay introducing characteristics of policy economic. It is a model of human behavior but also a flawed model as human being cannot always make rational decisions. In other words, people can also act irrationally.
Mechanics of Utility and Self-interest: indicates how people choose the option that maximizes their utility. In other words, it is how people make decisions to obtain the biggest utility with the lowest expenditure of resources.
Utility: the act of using up resources for certain purposes.
Self-interest: one’s personal interest or advantage, especially when pursued without regard for others.
Paradox: para means contrary to, dox means opinions. Paradox means being contrary to opinions. Three paradoxes include: (1) logical paradox (probability); (2) fallacious assumptions made upon contradictory and absurd propositions; (3) strange and incredible theorems but logically unassailable must be accepted.
Heuristics: quick decisions made upon past experiences in the situation of having little or insufficient information.
Bias: human behavior caused by systematic errors.
Anomaly: a result in consistent with the present economic paradigm (January effect, September effect).
Rationality: the way human being acts based on means-end rationality, cost-effect rationality instead of on values, emotions or beliefs (behavior based on logic).
Bounded rationality: in decision making, rationality of individuals is limited by the information they have, their cognitive limitations of their minds, and the finite amount of time they have to decide (limited information, cognition, and time). Therefore, the terms “optimizing” and “complete information” are no longer relevant. They should be changed into “satisficing” and “incomplete information” respectively.

6. Social Entrepreneurship.
Entrepreneurship: the process of designing, launching, and running a new business. It refers to all business ventures, new or old. It includes proprietorship, small business, firms, and corporations. It is based on new or existing ideas.
Start-up: a newly emerged business venture started by individual or serial entrepreneurs to meet a market gap. It means new businesses that are solving market’s problems with unique ideas. Therefore, it often faces high uncertainty and failure. A majority go on to be highly successful and influential.
Entrepreneur: the person who involves in entrepreneurship or the person who sets up a new business, taking on financial risks in the hope of profit.
Economic development: the process by which economic welfare and quality of life of a nation, a region, or a local community are improved.
Productive activities: are those that contribute to GDP. They have economic value in the market place (people’s consumption of eggs, individual spending in a bank, purchasing a house).
Unproductive activities: are those that do not contribute to GDP. They do not have economic value in the market place (government spending in general: military expenditure, policing, legal, and financing services because they are not added to GDP).

7. Law and Economics:
Economics: the study of changes in interactions between human and human and between human and the environment in the process of producing, consuming, and distributing goods and services.
Law (legal framework): a system of rules established by the government that distinguished this nation from another.
Value laden:  statements that contain value judgment.
Weber’s triptych: ends – science – means, a correlated relationship between science and tools to reach an end. In scientific process of discovering the world, specialized tools are applied and then a set of assumptions are drawn from the application of those tools to explain real world phenomena.
Legal framework: why law is systems of rules, legal framework is a set of rules established through precedent in common law indicating required behavior towards individuals and organizations within the nation. It is also applied to distinguish this nation from another.
Naturalistic fallacy: the false assumptions that natural features are moral features. It is the deduction of an “ought” from an “is”. It can also be called “ought – is” problem. 
Free-market economics: a system in which prices are self-regulated by open market and consumers.
Planned economy: a type of economic system in which government or ruler makes most of all the important decisions about the production and distribution of goods and services in society, usually observed in socialism countries.
Mixed economy: the combination of free –market economy (prices are regulated by open market and consumers) and planned economy (government or ruler makes most of all the important decision about the production and distribution of goods and services in society).
Efficient market theory: states that asset prices reflect all available information (bonds, stocks). In other words, market prices signal true value.
Externality: the cost or benefit incurred that affects a party who did not choose to incur that cost or benefit and it is not reflected in market prices (air pollution, congestion, household waste, etc.).
Coarse theorem: when an externality is possible and there are no transaction costs, bargaining will lead to an efficient outcome regardless the initial allocation of property rights.
Transaction cost: the cost other than the money prices incurred in an exchange (trade) of goods and services (monitoring, contract cost, cost for obtaining information, costs of marketing).
Zero transaction cost: no extra cost incurred than the monetary prices incurred in an exchange of goods and services.
Bargain: the act of negotiation between two parties or more. Bargaining can only be possible in a local scale when only two parties get involved, low or zero transaction costs, and the positions of victim and penetrator are clearly pointed out.
Moral limits: human inner values, human dignity, human rights, social rights, and social responsibilities.
Coercion: the act or practice of pursuing someone to do something, usually against his will, by using threats or forces. Indeed, market exchange is not always voluntary.
Corruption: the changes in behavior towards commodities.
Inequality: the unbalance state.

8. Strategy and Organization:
Explanation: an answer to the question “why”.
Behavior: the way on acts or conducts oneself, especially towards the environment or others.
Explanation of behavior:  an answer to why and how some particular agents act or conduct themselves towards the environment in which they operate or towards other agents.
Case study: is a research methodology, often observed in social and life sciences. It is defined as an intensive study about a person, a group of people or a unit, which is aimed to generalize over several units (marketing strategy of Starbucks).
Triangulation: the process of using more than one method to collect date on the same topic. This is a way of assuring the validity of the study as well as to capture different dimensions of the same phenomenon.
White box testing: a software testing method in which internal structure, design, or implementation of items in the study is known to testers.
Black box testing: a software testing method in which internal structure, design, or implementation of items in the study is unknown to testers.
Organizational theory: the study of how organization function and how they affect or are affected by the environment in which they operate.
Rationality: the behavior of human being based on logic rather than on values, emotions, or habits.
Bounded rationality: in decision making, rationality of individuals is limited by the information they have, the limited cognition of their minds, and the finite amount of time they have to decide. Therefore, the terms “optimizing” and “complete information” are no longer relevant and should be modified into “satisficing” and “incomplete information” respectively.
Bureaucracy: An organizational structure that is complex with multilayered systems and processes. It is a closed system in which division of labor and responsibility is clearly indicated.
Sociology: the study of development, structure, and functioning of human society. The main method is to apply empirics (experiences, experiments, data, statistics, etc.).
Social management (Taylorism): a theory indicates production efficiency method that breaks every action, job, or task into small and simple segments which can be easily analyzed and taught.
Audit: an official inspection of an organization’s accounts, typically by an independent body.
Efficient organization: the degree of success with which the organization is able to accomplish its aims. In other words, it’s an organization’s ability to implement its plans using the smallest possible expenditure of resources.
Structure: systems in which tasks are divided and the cooperation is provided.
Strategy: plans in advance in response to expected or even unexpected changes in the operating environment.
Superordinate goals: the guiding concept of an organization, higher order of an organization.
System: controls how people cooperate and use resources to achieve the organization’s goals.
Style: the basic manner or characteristics of a person or a group of people.
Skill: the ability to do something.
Staff: worker in a specific environment.

9. Classical, Neoclassical, and Keynesian Economics:
Classical economics: a school of economic thinking in 19th century focuses on the production of goods and services. It emphasizes on the open market driven by customers.
[bookmark: _GoBack]Neoclassical economics: an approach to economic analysis, a school of economics that believes that the customer or the consumer is ultimately the driver of market forces. By market forces, they mean the forces of supply and demand. Neoclassical economics also develops the idea of open market to a certain extent. Besides, it increases the use of mathematical model in economic analysis. It believes minimal government intervention can lead to higher standard of living and economic development (the process in which economic welfare and quality of life of a nation, region, or local community are improved). However, there are still legislations to make sure business behavior is ethical and to protect customers.
Keynesian economics: an economic theory of total spending in the economy and its effects on output and inflation. It believes fiscal and monetary policy are primary tools to manage the economy and fight unemployment. 


