

[image: images]











USBORNE




ECONOMICS




FOR BEGINNERS




Written by
 Lara Bryan and
 Andy Prentice




Illustrated by
 Federico Mariani




Economics experts: David Stallibrass and Pedro Serôdio
 Designed by Jamie Ball and Freya Harrison










Contents



What is economics?

4

What is an economy?

6

What do economists study?

8

How do you do economics?

10

Chapter 1: Not enough to go around
 The things we need to survive, how we choose them,
 and why there’s never enough time: the big reasons why
 economies exist.

13

Chapter 2: Markets
 Buying and selling and how prices are set –
 as if by magic.

23

Chapter 3: Making choices
 How do people make choices and why are those choices
 often unexpected? How can businesses and governments
 change people’s choices? Why would they want to?

37

Chapter 4: Production, profit and competition
 What big choices do businesses face? Why is competition so
 important? Why do some businesses produce pollution and
 what should we do about it?

51

Chapter 5: Economic systems
 Is there a set of rules that would make it possible to share
 everything fairly? Or is it better to have winners and losers?
 What systems have people tried?

67







Chapter 6: Macroeconomics
 What tools do governments use to measure the economy?
 What effects do their choices have on individual people
 and the economy as a whole?

75

Chapter 7: International trade
 Why everyone around the world benefits from buying
 and selling each other’s products – and why governments
 sometimes don’t like it.

91

Chapter 8: Big questions (and a few answers)
 How the tools of economics help us make sense of
 everything, from war to famine to saving the planet.

103

What next?

120

Glossary

122

Jobs in economics

124

Discover more

125

Acknowledgements

132

Usborne Quicklinks

For links to websites where you can find out more about economics,
 from supply and demand to price bubbles and globalization, with video
 clips, games, activities and quizzes, go to the Usborne Quicklinks website at
 usborne.com/Quicklinks and type in the title of this book.

Here are some of the things you can do at Usborne Quicklinks:


• Play games to control inflation or manage the national debt

• Try test-yourself quizzes on economic terms

• Watch video clips on trade, markets and more



Please follow the internet safety guidelines at the Usborne
 Quicklinks website. Children should be supervised online.







What is economics?

Some people think that economics is all about money, banks and
 very complicated graphs. But it’s actually a lot simpler than that –
 much of economics is really about understanding choices.

Imagine there are two chocolate and two pineapple cupcakes. There’s enough for
 four of you to have one cupcake each. How do you share them out?

Who wants chocolate?
 Who wants pineapple?

Erm, we all want chocolate!

Now you and your friends are
 going to have to make a choice
 about who gets what.

There’s never enough for
 everyone to get what they
 want. So people have to
 make choices about how to
 share in a way that makes
 them happy.

This is what economics is
 all about.

Let’s split the cupcakes
 in half. That way
 we’re all happy.
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When there isn’t enough of something, it’s scarce. Scarcity is an important idea
 in economics – it’s what forces people to make choices. You might be surprised
 how often you make choices about things that are scarce.

Tomato ketchup can be scarce.

For most people, money is scarce.

I need it for
 my fries.

What about
 my burger!

I want to
 buy a new
 computer.

I want to buy
 a phone.

Even time is scarce.

Should we do
 homework or go
 out and play?

My mum says we’ve
 got twenty minutes
 before dinner…

As economists, we
 try to make sense of
 the problems that
 people, businesses,
 governments and even
 entire countries face.

What choices should we
 be making? How can we
 do things better?

What do you
 think?
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What is an economy?

When a group of people is making choices about what to do, buy or
 sell it creates an economy. An economy can be very small or really
 big, depending on the number of people making choices.
 An economy is created by…

…a group of people living
 under one roof.

I’ll mop the floor if
 you do the dishes.

…the people living or
 working in a town or city.

Should I drive or take
 the bus to go to work?

All our concert
 tickets are sold out!

If we spend more money
 on city parks, there will
 be less to give to schools.

Should we open
 another shop?







…all the people in
 one country.

Where should
 we build a new
 motorway?

Why is this city so
 much poorer than
 the rest of the
 country?

How are we
 going to create
 more jobs?

We should sell
 our ice cream in
 Australia, too.

We’re moving to
 Germany. Hopefully we’ll
 have a better life there.

We’ve been hit by
 another flood. We’ll have
 to ask for help from
 other countries.

We can only solve
 this problem if we
 all work together.

A BIG economy, such as the economy of a country or the world, is a network made up
 of lots of smaller economies – all the households, villages, towns and cities within it.
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What do economists study?

Economists are the people that study economies. Some focus on
 individuals or small groups, while others zoom out to look at the
 bigger picture. And some economists end up asking – and trying to
 answer – some surprising questions…

Why are
 diamonds more
 valuable than
 water?

Is it always
 good to give
 money to
 charity?

How much tax is
 too much tax?

Government

Wealth

Should we
 get rid of
 small coins?

Should I keep
 my money under
 my mattress?

Who should
 pay for school
 meals?

Which experts
 should leaders
 listen to?

How can I be
 more popular?

How can we persuade people to
 change their lifestyles?

Relationships

Environment

How do we choose
 who to marry?

How do we
 help people
 to recycle?

Does eating a
 hamburger harm
 the planet?

Economics for good

By finding answers to all these questions, economists hope to encourage
 people, businesses and governments to make better choices – and, hopefully,
 make the world a better, fairer place. Economics isn’t about labelling people or
 governments as ‘good’ or ‘bad’ – it’s about observing the choices that people
 make and trying to understand why they’ve made them.
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Should everyone have a job?

At what
 age should
 people stop
 working?

What’s the best time
 to rob a bank?

Are people who
 work longer
 hours more
 productive?

Work

Crime

Why are women often
 paid less than men?

Why does poverty
 breed crime?

Is putting
 criminals in
 prison a
 good idea?

Why do some businesses
 have January sales?

Families

Are big
 businesses
 dangerous?

Businesses

How
 expensive
 is having a
 child?

Is it better to leave
 home or live with
 your parents?

How can I sell more
 of my product?

How can I
 trust someone in
 another country?

Does it matter if children
 make my shoes?

Trade

Sports

Does free
 trade make
 the world
 richer?

Do crowds affect
 the outcome
 of games?

Is there such a
 thing as a hot
 scoring streak?

The future

Can we
 eliminate poverty?

Will robots
 take my job?

Would mining on Mars
 fix the world economy?
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How do you do economics?

Why do people make certain choices? What are the consequences of
 those choices? To investigate these kinds of questions, economists
 usually start by coming up with an explanation, or model.

Here’s a question

Here’s a model

The rice crop is very bad
 this year. It’s the staple
 food for more than half
 the world’s population.
 What will happen?

When there’s a
 shortage, prices
 rocket and lots of
 people will suffer.

Modelling

A model is a simplified way of
 explaining how something works
 – in this case the relationship
 between quantity and price.
 Economists often show models
 using graphs, instead of words.

This looks complicated,
 but it’s just the same
 as what I said above –
 using maths!

Models can be helpful for making
 predictions, or forecasts.

You’re predicting that the
 price of rice in shops will
 increase by about 30%.

Governments
 should prepare
 stocks of food
 to give to those
 most in need.

Test it out

Economists can test a model by collecting
 information, or data, and seeing whether
 it matches the model or not.

The model was pretty
 accurate. This helped
 governments put the
 right plan in place.
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Economics is an argument

Even though all economists study data – sometimes exactly the same data –
 they often come to different conclusions about what it’s saying.

Rice rations prevented
 many families from starving!
 It’s really good that the
 government took control of
 the situation.

I think rationing made no
 difference. Over time, prices
 would’ve gone down without
 government interference.

Just like everyone else, economists often have different ideas about how
 societies should work, or a different sense of what’s fair. Even in this book,
 the way we describe economics and the examples we’ve chosen show our
 biases – the things we think are important. Here are some different ways of
 seeing the world. You might strongly agree or disagree with some of them.

The world is too
 unequal. It’s not fair
 that anyone is richer
 than anyone else.

I think big businesses
 are bad! They make so
 much money because they
 can push smaller companies
 out of the way.

I think big businesses
 are good! They only
 become rich and successful
 if they’re better than
 their competitors.

There are economists to back up all of these opinions.

British economist
 Joan Robinson once said…

The purpose of
 studying economics is
 to learn how to avoid
 being deceived
 by economists.
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