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Foreword

It’s 1348. The plague has reached England. The disease has spread from Eastern Asia to Europe, causing havoc, misery and death – lots of death. By the time it had run its course, an estimated 60 per cent of the population of Europe had died, some 50 million people in all.

Edward III was king of England, and society was regulated by the feudal system, as in most of Europe at the time. A rigid hierarchical order, it placed the king at the top, giving land to the barons and the bishops who, in return, swore “loyalty” to the king and supplied him with armies in time of need. Below them, the knights received land and fought for their lord. At the bottom were the peasants, given land to work by their lord, but also obliged to supply the vast majority of the food they produced to the men of higher rank as well as to work for them some of the time.

Many peasants died of the plague, and with it the feudal system also started to die. Whereas before there were plenty of peasants to do the bidding of the various lords, now there weren’t the numbers available, though the nobility still wanted the same amount of work to be done.

This gave the surviving peasants the power to gain greater benefits, allowing them to choose to work for whichever lord was prepared to offer them better terms. Also, the scarcity of labour made the peasant a newly valuable human being, making it far more likely that they would be able to avoid the kinds of brutal punishment that were common under the feudal system. 

Put in pure economic terms, the feudal system started to collapse because of supply and demand. Demand, which came from the lords, was much greater than supply, the peasants available to work. This gave the supplier greater power to change the terms of the arrangement. And that is economics!

 

 

 

 

CAPITALISM IS THE
ASTOUNDING BELIEF THAT
THE MOST WICKEDEST OF
MEN WILL DO THE MOST
WICKEDEST OF THINGS
FOR THE GREATEST
GOOD OF EVERYONE.

Lord John Maynard Keynes


 

Introduction

Doctor Who said regarding time: “It’s more like a big ball of wibbly-wobbly, timey-wimey stuff.” And economics is a bit like that. It is broken down into two sections – micro and macro – but those sections are often intertwined because economics, just like time, is not a strict science and offers a number of ways to deal with a given economic situation.

WHAT IS ECONOMICS?

The word itself comes from the Greek words “eco” meaning home and “nomos” meaning accounts. Economics has developed from a limited concern to do with family accounts into the wide-ranging subject of today.

Alfred Marshall was an English economist in the late nineteenth and early twentieth centuries and his influential book Principles of Economics, published in 1890, has a definition that is still often used: “Economics is a study of mankind in the ordinary business of life; it examines that part of individual and social action which is most closely connected with the attainment and with the use of material requisites of well-being. Thus it is on the one side a study of wealth and on the other and more important side, a part of the study of man.” 

As Marshall suggests, economics is first and foremost about people. In fact, it’s so important that you will find information on it everywhere: on TV, in newspapers and on social media, and because of this people tend to have fragments of knowledge without necessarily being able to see how it all joins up.

The average person in the street may not be an economist but will make financial decisions based on how confident they are about the economy. If they believe it is going well, they will spend more. If they feel the economy is going badly, they will hold on to their savings and decrease spending for the rainy day that’s just around the corner. 

The following chapters will give you an insight into how your own education, health, skill, experience, spending and wealth are all influenced by whether the economy grows or shrinks and how this affects government spending on education, medical services, armed forces, police and other aspects that have an impact on our lives.
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