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[I. MODERN DEVELOPMENTS OF THEORIES 1:
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In economics theories have models as their “logical
backbones.” o
A model is a collection of assumptions and hypotheses that =
' are linked by the rules of logic and mathematics. A model P
makes several assumptions about an aspect of reality and o
gagies hypotheses from these assumptions in a logically 2
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stent way.
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In physics, the notion of a “perfect” vacuum or an “ideal” gas is an abstraction that @ o
permits scientists to study real-world phenomena in simplified settings. @

The use of models is widespread in the physical and social sciences.
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In chemistry, the idea of an atom or a molecule is actually a simplified model of the
structure of matter. Architects use mock-up models to plan buildings.
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Economists’ models perform similar functions. They provide simplified portraits of the o
wayv individuals make decisions. the wav firms behave. and the wav in which these two @
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Television repairers refer to wiring diagrams to locate problems.
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