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Abstract
Demand analysis in general needs to deal with two fundamental elements: the first is the necessary identification of
timing and special differences and the second is the necessary separation of ability and willingness in personal
consumption behavior. Only by taking both considerations into account and adopting portfolio theory as the
analytical framework and tool, can demand be realistically explained. As a consequence, this study demonstrates that
numerous demand issues, including the designing of a national improvement indicator of economic life, can all be
reasonably studied.
Keywords: demand, portfolio theory, improvement indicator of economic life
1. Introduction
Consumption behavior is subjective, hence cannot be analyzed in a strictly positive manner. Therefore, this study
offers two fundamental concepts as the bases for constructing a general framework for analyzing market demand.
The first identifies time and space dimensions, which the introduction of Kant’s Kritik der reinen Vernunft
particularly emphasizes. The second identifies willingness and ability as two dimensions that constitute demand.
Semantically, the separation of current and future consumption relates to the temporal dimension, and the separation
of subsistence and non-subsistence goods relates to the spatial dimension. In addition, willingness and ability can
usually be expressed as personal consumption preferences and as personal disposable incomes and financial
capability, respectively.
For a person #j, his or her incomes Y j must be equal to consumable disposable incomes Yd , j plus savings S j
(or dis-savings); hence, requiring a time no shorter than that for S j or Yd , j to vary. We can thus have four
different types of time frame to study consumption behavior: (i) the very short-term, where personal preferences,
disposable incomes and incomes are all assumed to be constant in order to reflect the very short-term stability of
consumption habits and income proceeds; (ii) the short-term, where only personal preferences can be allowed to vary;
(iii) the long-term, where both personal preferences and disposable incomes can be allowed to vary; and (iv) the very
long-term, where personal preferences, disposable incomes and incomes can all be allowed to vary. (Note 1)
Moreover, in this study, savings or dis-savings will be taken for the sole purpose of making current or future
consumption.
Uncertainty is a peripheral problem immediately arising from this framework. Although Yd , j can be predetermined

~

as the personal consumption budget, expressing it as an uncertain Yd , j is still necessary if the meaning of personal
expenditures is also assumed. Accordingly, all related analyses must be performed under type (iii) or (iv) time frame,
because personal disposable incomes can typically be allowed to vary only in the long-term. Moreover, by assuming
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a lognormaal distribution hypothesis
h
(Limpert et al., 20
001), the mostt effective tool to study uncerrtainty or analyyze the
optimal allo
ocation of reso
ources is the Markowitz
M
portffolio theory.
Comparing
g to subsisten
nce goods, willingness
w
can
n have a muuch greater innfluence on tthe consumptiion of
non-subsisttence goods. Itt is thus necesssary to treat sub
bsistence and nnon-subsistence goods as heteerogeneous prooducts.
According to portfolio theory,
t
subsisteence goods haave relatively more systemaatic attributes and non-subsiistence
goods havee relatively more individual attributes
a
of con
nsumption behhavior.
Another peeripheral problem concerns the role of th
he environmennt. Typically, the meaning of “environmeent” is
twofold; itt includes con
nstraints and opportunities.
o
When a systeem componennt is simply syynonymous w
with an
environmen
ntal factor, it has
h two possiblle interpretation
ns. That is, othher than representing environnmental constraaints, a
systematic component caan also serve ass the common element linkinng all participaants. For exam
mple, people sppeaking
different laanguages requiire a lingua fraanca, or participants accept a universal set of ethics as a workable founndation
for proceed
ding in trade talks.
t
In addition, according to the findinggs reported by Fama (1976), whenever suffficient
participantss or classes off participants arre available, a systematic com
mponent is moost likely to arrise naturally aand can
be observed directly baseed on the effectt of risk diversiification upon all individual ccomponents.
us variable in ddemand theory.. However, it ccan only be treaated as
Traditionallly, price has beeen defined as an endogenou
a systemattic component that is not co
ontrolled by co
onsumers. Eveen when makinng group purcchases, the abiility to
control pricces is still con
nsiderably limitted. Clearly, a contradiction exists. That iss, the categorizzation of endoggenous
versus exogenous variablles is inconsisttent with that of the individuual versus the systematic coomponents. Hoowever,
when an en
ndogenous variable cannot be controlled by
y consumers, tthe economic m
meaning of “enndogenous” beecomes
severely lim
mited. In addittion, the relativ
ve scantiness of
o the individuual componentt in consumptioon behavior suuggests
that consum
mers require greater
g
governm
ment protectio
on because theey are more vuulnerable thann the suppliers in the
market. Technically, supp
pliers can alwaays pass their partial
p
or total price risks dirrectly to their consumers or reduce
their price risks indirectly
y through their own efforts.
As long as we can apply portfolio theorry as the main analytical fram
mework and coonsider the afoorementioned, a large
number off problems con
ncerning markeet demand can
n be clearly annd reasonably explained. Thhis is the aim of this
study.
2. Persona
al Demand and
d Market Dem
mand
After settin
ng the budget, a consumer typically
t
experriences some pprices changinng earlier and ssome changingg later,
whereas otther price chan
nges might sim
mply cancel out
o their impaacts on personnal expenditurees. It is alwayys very
difficult fo
or individual co
onsumers to prrecisely execu
ute their budgeets when the vaariety of goodds being consum
med is
extremely varied. Howev
ver, providing that those priice changes doo not cause exxcessive troubble, usually thee price
impact can
n be convenienttly adjusted thrrough personall savings or loaans. Consequeently, personal preferences arre most
likely stablle if other variaables remain th
he same. This is the reasoninng that supportts the possible existence of thhe type
(i) time frame mentioned previously. Cllearly, similar discussion
d
can also be applied to impulsive consumption.
Regarding type (ii), where only person
nal preferencess can be allow
wed to vary, adjjusting for exppected inflationn must
relate direcctly to individu
ual products. Fo
or the part of su
ubsistence gooods, usually peoople search forr substitutes to match
their chang
ged preferencess; however, theey adjust the qu
uantities very llittle. Regardinng non-subsisteence goods, onne must
consider reeducing the quantity
q
or eveen temporarily
y sacrificing cconsumption, unless the gooods are particcularly
preferred.

Figure 1.
1 Possible sho
ort-term personnal demand currves
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After dividing the personal consumption portfolio into two groups of goods that are relatively sensitive and
insensitive to expected inflation, and expecting the total personal expenditures to remain constant, the short-term
relation between expected inflation E (~ ) and the quantity consumed q is presented in Figure 1. In this figure, line
I represents the majority of necessities and luxuries that are relatively sensitive to E (~ ) . In contrast, line II
represents personal subsistence goods in addition to a few necessities and luxuries associated with special personal
preferences that are relatively insensitive to E (~ ) . If E (~ ) can be zero, the entire personal consumption
portfolio is expected to remain the same, other things being equal. If E (~ ) is negative, representing expected
deflation, then consumption behavior must be different. Therefore, it is not presented in Figure 1.
Figure 1 provides the basis for discussing only the willingness (but not the ability) dimension of personal demand.

~

Once the expected personal disposable incomes E (Yd , j ) for person #j can be allowed to vary, we must adopt the

~

type (iii) time frame to deal with the changing E (Yd , j ) . The original q- E (~ ) plane must be transformed into a q-

~
~
~
E ( Z d , j ) plane, in which, E ( Z d , j ) represents expected actual disposable incomes and is equal to E (Yd , j ) /
~
E (~ ) . This maintains the original variable of E (~ ) and introduces the variable E (Yd , j ) .
Figure 2 shows a personal long-term demand curve for subsistence goods. By nature, a minimal quantity q0 , j is

~

still required even when E ( Z d , j ) is zero, and the quantity consumed is relatively insensitive to a changing

~
~
E ( Z d , j ) . Line I in Figure 3 represents those necessities and luxuries that are sensitive to a changing E ( Z d , j ) ;
~l

their consumption quantities can be constrained by a threshold E ( Z d , j ) . If previous total personal expenditures can
be depicted as

Z d0, j , then the current personal preferences can be inferred from the information of previous

consumed quantity q0 j . Additionally, necessities or luxuries that are consumed only when personal income is

~h

expected to increase can be presented as line II with a much higher threshold of E ( Z d , j ) .
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Figuure 3. Long-terrm personal deemand curves
of necesssities and luxuuries

2.1 Markett Demand in the Ability Dimeension
Regarding the market deemand of a cerrtain product, the ability dim
mension can onnly be discussed in a long-teerm or
longer-term
m time frame to
o allow disposaable incomes or
o incomes to vvary. Furthermoore, because ann identifiable iddentity
on the marrket level that exhibits the market
m
demand willingness too obtain a speccific product ddoes not exist, only a
positive an
nalysis can be performed
p
to sttudy the ability
y dimension off market demannd.
Using Figu
ure 2 or 3, the market deman
nd curve of a product can bee drawn in Figgure 4 by firstt including a class of
consumers with the loweest expected real disposable incomes
i
h
of consumers with the highest

~
E (Z
Z dL ) , successivvely adding thee groups until a class

~
E ( Z dH ) can be included. Figure 4 must be a rrising staircasee, and total exxpected

f
the inform
mation of the prreviously conssumed quantityy Q0 unless cchanging is exppected.
quantity caan be inferred from

Figure 4.. The market demand curve inn the ability asspect

~*
A threshold
d E ( Z d ) forr consuming th
his product mu
ust exist. The pproduct’s expeccted impact onn market demaand can
thus be ev
valuated directtly whenever
should equ
ual

~
~
~
E ( Z d* ) exceeeds E ( Z dL ) . When steadyy-state conditiions apply, E ( Z d* )

~
~
~
E ( Z dL ) . In addition, the deviationn of E ( Z dH )  E ( Z dL ) ccan reflect thee degree of m
market

acceptancee of the productt; the higher th
he degree, the better
b
the viabillity of the prodduct.
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2.2 Personal Demand in the Willingness Dimension
Figure 1 explains the willingness dimension of a certain product demand. However, the explanation relies on
assuming fixed personal preferences and fits only type (i), the very short-term time frame. Therefore, a more
complete explanation of the willingness dimension of demand must be provided to include other types of time frame
to deal with changing personal consumption preferences, as well as changing personal disposable incomes.
First, the concept of identifying individual and systematic components based on portfolio theory applies here.
Basically, other than the current consumption portfolio, the individual components of consumption behavior that are
or supposedly can be controlled by consumers should also include the planned consumption portfolio. The impact on
the willingness dimension of personal demand under this consideration can, therefore, indicate early realization of
planned consumption. Second, whereas the systematic component of consumption behavior cannot be controlled by
consumers, it can be linked to new products promoted by suppliers. The impulsive consumption of new products
might be seen as an easy way to improve one’s lifestyle or simply have fun; however, its impact might change the
content of the current or even planned consumption portfolio.
Finally, consumption behavior can also be affected by ethics, which presently constitute the widest gap between
consumers and suppliers. For instance, concerns about environmental protection and human rights have gradually
escalated among consumers worldwide; however, only a small portion of suppliers can address those concerns. In the
portfolio theory viewpoint, this means that consumers already treat environmental protection issues and human rights
as systematic components by which those participating in the market should abide. However, most suppliers still see
these as individual components.
2.3 Ethic and Demand
As Maslow (1943) suggested, consumption behavior is a method of consuming resources based on our instincts and
motivations. Similar to the need for a lingua franca among people speaking different languages, the harmonious
operation of economic activities relies entirely on establishing a certain set of general ethical principles in the market,
officially or unofficially. However, current studies that directly link economic behavior and ethics can be found
mainly in the field of behavioral finance (Shefrin & Statman, 2000; Brouwer, 2009). Regarding the problem of
establishing a universal or global set of ethics, current studies are still restricted to topics on international
relationships or the global environment (Küng, 1998; Fox, 2006). If a universal ethics with respect to global
economic activities cannot yet be realized, it might be difficult to establish a workable set of universal ethics outside
of the economic sector. (Note 2)
The greatest difficulty in analyzing an ethical issue is the quantitative data collection. Fortunately, because marginal
change is of considerable interest in economic analysis, the link between ethics and economic activity can thus be
properly analyzed by inspecting marginal changes in actual data. One example will be demonstrated later on.
As Maslow (1943, p. 391) emphasized, goals must serve as a centering principle in motivation theory. In this study,
pursuing national long-term development is suggested as the current necessary goal of personal consumption
behavior. (Note 3) In addition, to avoid the tedious task of collecting the expenditure data on individual products,
simplification must be considered. The classification into the following three categories is suggested as the starting
point to analyze the link between ethic and demand: (a) subsistence goods, (b) non-subsistence goods that can more
appropriately conform to the goal of pursuing national long-term development, and (c) other non-subsistence goods
that cannot. More detailed studies can be considered by including, for example, Maslow’s five levels of motivation.
Total actual expenditures in each of these three categories can now be applied to preliminarily analyze the demand
evolution of each category. Particularly for suppliers, after acquiring the information on all the change rates on the
total actual expenditures for each category and their related standard deviations, the WINDEX suggested by Yu
(2012) can be calculated directly. After comparing to the WINDEX of the whole market, the trend of WINDEX
deviation for each category can be presented. Accordingly, information on the rise or fall of each category in the
market can be obtained, and appropriate business planning can be implemented. Additionally, ethical pathology can
be exercised. For instance, if the growth rate of subsistence goods exhibits an abnormal pattern, then, in Maslow’s
(1943) view, the national health condition might already be deteriorated. In contrast, if the growth rate of goods that
are associated with psychological needs shows signs of marginally increasing, this can indicate that the quality of the
national economy is improving.
3. Demand Elasticity and Income Elasticity
Demand elasticity must be analyzed using time frame types (ii) or (iii) after excluding type (iv). This is because
whenever consumption quantities are allowed to vary, the assumption of constant personal preferences must be
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discarded immediately.
Regarding the total number of n products available in the market, the situation begins by making a price change
on product #1, which in turn, by assuming a downward sloping curve, affects the consumption quantity

dP1

Q1 and the

total expenditure Yd 1 spent on product #1. In a type (ii) frame work, which assumes a fixed total expenditures Yd
in the market, dYd 1 is completely adjusted by dYd 2  n , representing the total expenditures on all products other
than product #1. The complete analyses of price elasticity can therefore be performed based on the following four
possible settings.
[Case 1] Concerning the inelastic section of the demand curve with the following initial conditions: dP1

0,

dYd 1  0 , dYd 2 n  0 . Because dYd 1 equal dYd 2  n and
dYd 1  P1dQ1  Q1dP1  Q1dP1 (1  1)

(1)

The final outcome is
1  1 

1

dY d 2  n
Q 1 dP 1

(2)

is evidently smaller than 1, a result that conforms to the initial setting.

[Case 2] Concerning again the inelastic section of the demand curve (including the point of unit elasticity) but with
different initial conditions: dP1

 0 , dYd 1  0 , dYd 2 n  0 . 1 in Equation (2) is smaller than 1 and conforms

to the initial setting.
[Case 3] Concerning the elastic section of the demand curve with the following initial conditions: dP1

0,

dYd 1  0 , dYd 2 n  0 . 1 in Equation (2) is greater than 1 and conforms to the initial setting.
[Case 4] Concerning again the elastic section of the demand curve but with different initial conditions: dP1

0,

dYd 1  0 , dYd 2 n  0 . 1 in Equation (2) is greater than 1 and conforms to the initial setting.
Clearly, the above analyses already bypass the type (i) time frame. The possibility of using personal savings or loans
to partially or completely balance dYd 1 should therefore be reconsidered. Equation (2) is thus changed to
1  1 

dY d 2  n
dS

Q 1 dP 1
Q 1 dP 1

(3)

By assuming equality between dYd 2  n  dS here and the original dYd 2  n in Equation (2), that is, no
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remains the same, and all confirmations stated in Cases 1 to 4 remain true.

Regarding the type (iii) time frame, since dYd can now be allowed to vary, Equation (3) must thus be changed to

1  1 
At this time,

dY d 2  n
dS
dY d


Q 1 dP1
Q 1 dP1 Q 1 dP1

(4)

dS can also serve as a reservoir for any imbalanced dYd . Again, by assuming equality between

dYd 2  n  dS  dYd here and the original dYd 2  n in Equation (2), the value of 1 remains the same, and all
confirmations stated in Cases 1 to 4 remain true.
Two points can be concluded from the above. First, the existence of unit elasticity cannot be evidenced. Point
demand elasticity might share characteristics similar to the nonexistence of point probability in a probability density
function. Second, when dYd 2  n in Equation (2) or dYd 2  n  dS in Equation (3) or dYd 2  n  dS  dYd in
Equation (4) equals dYd 1 , all three equations can be transformed into an identical outcome of
1  1 

dY d 1
Q 1 dP 1

(5)

In addition, for a total number of m income classes of consumers in the market, the following condition must also
hold for product #1

dY d 1,1  ...  dY d 1, m
dY d 1

 w1,1 (1   1,1 )  ...  w1, m (1   1, m )
Q1 dP1
Q1 dP1

(6)

in which, w1, j represents a quantity weight. Consequently, the following must result

1 

m

w
j 1



(7)

1 , j 1, j

One economic meaning behind Equation (7) is that, for example, if different classes of consumers were distributed
uniformly or in a similar fashion, then

1

would be unreliable. A further step of significance confirmation is

therefore required after acquiring the information in Equation (7). In the future,

1, j

might be widely used to

represent the existing willingness of specific classes of consumers in the market.
Whenever income elasticity is concerned, the object of analysis is the total disposable incomes or expenditures in the
market. First, we assume that income elasticity can solely evaluate the importance of individual products. Second, to
reduce the tediousness of calculation, similarly to the idea suggested in Section 2.3 of this study, the whole market
consumption portfolio is divided into the following three categories: (a) subsistence goods, (b) non-subsistence
goods that can better conform to the ultimate goal of pursuing national long-term development, and (c) other
non-subsistence goods that cannot. Finally, the total market expenditures in each category is applied as the basis for
measuring the impact caused by the changing total disposable incomes in the market.
Based on this idea and using just three individual products to represent the three categories, Equation (1) can thus be
replaced with
P1
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After transformations into measures of income elasticity, the final outcome is

F1  w 2  Y d , Q 2  Q 2
in which

Y

d

,Q 2

Y

and

and (c), respectively;

d

,Q3

dP3
dP 2
 w 3 Y d , Q 3  Q 3
1
dY d
dY d

(9)

represent an integrated income elasticity of the products listed under categories (b)

w2 and w3 are corresponding weights; and F1 equals the first two items in Equation (8).

Accordingly, a simple improvement indicator of economic life can be suggested as

dP
dP2
(10)
 Q 3 3 )  2 w 3 Y d , Q 3
dY d
dY d
because category (c) contains products that cannot conform to the goal of national long-term development, hence
needing to be represented in the negative.
I HP  w 2  Y d , Q 2  w3 Y d , Q 3  1  F1  ( Q 2

Based on Equation (10), with the purpose of ethically upgrading the national economy, the government can exert its
efforts in three directions. The first concerns category (a), where the goal is to make the total expenditures in this
category less sensitive to the variations generated from national disposable incomes; the second concerns categories
(b) and (c), where the goal is to make the prices of all non-subsistence goods less sensitive to variations generated
from national disposable incomes; the last deals with the income elasticity of category (c). Because its sensitivity to
changing national disposable incomes is doubled, the direction of this effort should be carefully managed.
Once a national improvement indicator of economic life can be effectively implemented, the government should
consider establishing a higher-tier of improvement indicator of economic life. We suggest that this task can begin by
introducing additionally negative factors in the market including particularly all types of social and environmental
costs.
It is commonly accepted that exogenous effects are difficulty to measure precisely, and that this might cause
considerable problems in related analyses. Fortunately, marginal analyses are more vital in economics, and all
variables in Equation (10) can conform to this requirement.
4. Optimal Budget Control Practice

If consumers have difficulty controlling their budgets, they can attempt to address this problem by applying the
optimal portfolio technique. If the growth rate of the budget can be set as rf , which can be zero or negative, and if
the expected price change rate of every product being consumed can be measured as E (r~ ) and the related standard
deviation can be measured as

,

after excluding all subsistence goods and certain non-subsistence goods with

special personal preferences from the personal consumption portfolio, what remains can compose an efficient
frontier such as that presented in Figure 5.
Regarding investment, if the opportunity cost can be set as rf , then the corresponding optimal allocation of capital
can be presented as the market portfolio m in the same figure. Because consumption behavior is of concern, locating
the optimal practice of budget control must take an entirely different approach, one that is similar to the concept of
short-sale in the financial market, and the result is the lower tangent point w in Figure 5. According to the WINDEX
mentioned in Yu (2012), if financial investment is interested, then portfolio m can represent the most successful way
to obtain more than the opportunity cost rf . However, if consumption behavior is interested, then portfolio w can
represent the least possible way to let the budget exceed a growth rate of rf .
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Figure 5. Optimal portffolios
This practiice is passive. We can be hig
ghly efficient in
i circumventiing environmeental constraintts and realize ggreater
developmeent opportunitiees. However, the
t target mustt be correctly ddetermined. Reegarding the fuundamental inttention
of establish
hing a nation, one of the ulttimate goals must
m
be the puursuit of long-tterm developm
ment. It is, theerefore,
necessary for
f consumers to gradually consume
c
greateer varieties andd quantities off products thatt can conform to this
ultimate go
oal. This can be
b achieved by
y adding certain
n constraints too the original optimal practicce of budget ccontrol.
Among varrious ideas for improving ind
dividual and naational wellbeinng, this can be deemed as an economic methhod.
5. Expecteed Deflation
Figure 1 sh
hows that expeected deflation can only be an
nalyzed in an area below thee horizontal axxis. Because thhis area
has an entirely different meaning
m
to thee original, wheere inflation waas expected, thhe method of annalyzing it muust also
be different.
Expected deflation
d
forcess consumers to delay certain types of consuumption. For peeople who are relatively incliined to
save, expeected deflation raises their marginal
m
propeensity to savee. Presently, un
unless the marrket interest raate has
sufficient room
r
for down
nward adjustmeents, a recessio
on might be ineevitable. Anoth
ther alternativee practice is to aim at
long-term planned
p
consu
umption. For example,
e
the Taiwan
T
governm
ment once coooperated with suppliers in 22011 to
promote saales of energy
y-saving homee appliances. Incentives
I
inclluded subsidiees and concern
rn for environm
mental
protection.
6. Credit Financing
F
To encouraage consumption in advancee, credit financcing has long bbeen a worldw
wide practice. C
Credit financinng is a
maneuver to replace spaace with time by
b using the downward
d
resccaling of the hhorizontal axis in Figure 4, aand its
initial inten
ntion should be
b to allow peo
ople the opporrtunity to realiize their desirees earlier. How
wever, if this kkind of
mental
consumptio
on behavior un
ndermines the ultimate
u
goal of
o pursuing nattional long-term
m developmennt, then governm
intervention might be neccessary.
The down payment for a house is typiccally the largesst item in a listt of personal planned expendditures. It is theerefore
f the governm
ment to determ
mine an approprriate level of do
down payment and provide suufficient incenttives to
necessary for
encourage people to sav
ve toward thiss amount. Forr example, thee government can appoint aall interested saving
institutionss to offer higheer rate saving accounts
a
for this purposes. Inn turn, the goveernment can suubsidize those saving
institutionss by allowing them,
t
for exam
mple, the prioriity to purchasee relatively bettter yielding innvestment bonnds. By
doing so, th
he governmentt can also efficiently channel long-term savvings towards llong-term investments to satisfy the
goals of lon
ng-term nation
nal planning.
7. Conclussion
Analysis of
o market dem
mand must be performed th
hough consum
mption behavioor, which it iss directly relatted to.
Additionallly, price is a relative concep
pt in the markeet and concernns not only the exchange ratiios between diifferent
products, but
b also adjustm
ments of perso
onal expenditurres. Therefore,, only general analyses of price can be appplied to
study the causal side of price
p
change. In
n contrast, parttial analyses off price are onlyy appropriate fo
for studying thee result
side of priice change. Seection 3 of thiis study demo
onstrated that, by merely rellaxing the asssumption of coonstant
personal prreferences, both
h sides of geneeral and partiall analysis can rreach a similar result under diifferent settinggs.
Quantifiablle data is a serrious concern for applying general
g
analysiis to studying market demannd, particularlyy when
tremendous varieties of products
p
in the market are av
vailable. Howevver, ideas of cllassification caan still be conssidered
to simplify
y the task of callculation, particularly when th
he focus can bbe switched from price to exppenditure changges. As
this study has suggested,, an appropriatte starting poin
nt might be too divide all prooducts in the m
market into thee three
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elementary categories of subsistence goods, necessities and luxuries; or, where ethical concern applies, into
categories of subsistence goods and of products that can better conform to the goal of pursuing national long-term
development, and of products that cannot. By doing so, considering the temporal dimension and applying portfolio
theory, a great number of demand problems including the creation of a workable improvement index of economic
life can all be realistically explained.
Based on the portfolio theory viewpoint, it is a responsibility for the wealthy to promote the contemporary universal
ethics of the nation. This is because they can circumvent the constraint of consuming only subsistence goods, and the
quality of life they can attain by pursuing personal ethics can easily reach a stage of marginal decrease. The method
of circumventing these constraints, therefore, is to switch from pursuing personal ethics to pursuing universal ethics.
This reasoning can be inferred from Figures 2a and 2b, and, in addition, all related explanations presented by Yu
(2013). That is, whenever the opportunity to make substantial growth diminishes, the direction of reducing
systematic risk can still serve as an efficient direction of development especially for developed nations. Reducing
systematic risk is equivalent to pursuing a higher level of universal ethics.
The responsibility of economists should include the goal of pursuing national and global long-term development.
Simple suggestions might include the participation of clarifying the categories and ratings of those products that
cannot conform to this goal; establishment of a stock market that lists only stocks that can conform to this goal; or
establishment of a national improvement indicator of economic life. The responsibility of economists should also
include the continuous perfection of our economics textbooks, particularly when the related criticism is already high.
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Notes

Note 1. Separating type (iv) from type (iii) is necessary. For example, if Y j can be fixed, then S j must be an
~
~
uncertain S j in order to absorb completely the variation generated from Yd , j . In contrast, if Y j can also be
~
~
allowed to vary, then S j is still S j ; however, it is not forced to move negatively and synchronously with Yd , j .
For convenience, type (iv) will not be further discussed in this study.
Note 2. “One can act with ethical responsibility only by taking the complex economic problems into account.” (Küng,
1997, p. 160)
Note 3. As Smith (1854, 2000, pp. 127, 339) put it, “[M]an, … that his own interest is connected with the prosperity
of society, and that the happiness, perhaps the preservation of his existence, depends upon its reservation.” “All those
different orders and societies are dependent upon the state to which they owe their security and protection. That they
are all subordinate to that state, and established only in subserviency to its prosperity and preservation, is a truth
acknowledged by the most partial member of every one of them.”
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