
 

Please can you research the following ready for your first lesson: 
 
Task 1 
 

1) What is economics?  
 

2) What is the economic problem? 
 

3) Read the articles below how does this link to the economic problem? 
 

 

Why has the price of electricity in Europe 
reached record highs? 

IN EUROPE THE cost of electricity is soaring. Prices had been rising steadily this year, as 
economic recoveries got under way. But they have spiked in the past few weeks. Since the 
start of September, wholesale power prices in Germany and France have climbed by 36% 
and 48%, respectively. They are now hovering at around €160 ($189) per megawatt hour, a 
record level. In Britain prices are at a whopping £385 ($532), up from £147 a few weeks ago. 
What explains the surge? 

 

One problem is the 
supply of natural gas, 
used to generate about a 
fifth of Europe's 
electricity. Shortages 
have pushed its price—
and so the price of 
electricity—higher. About 
a third of European 
supply comes from 
Russia; another fifth 
comes from Norway. Both 
countries have been hit 
with disruptions, such as 
a fire at a processing 
plant in Siberia, causing 
lower-than-expected 
supply. European buyers, 
such as national gas 
companies, have looked 
to the liquified natural gas 
(LNG) market to make up 

the shortfall. But they have had to compete with buyers in China and Japan, where demand 
for LNG is rising. Between January and July LNG imports into Europe were 15% below last 
year’s volume, notes Graham Freedman, an analyst at Wood Mackenzie, a research firm. 
Moreover, Europe suffered a cold and prolonged winter that used up inventories. They are 
about 25% below their long-term average. 



 

Usually European utilities respond to high gas prices by using more coal. But the price of 
coal is also at record highs on the back of Chinese demand for electricity and production 
bottlenecks. The cost of European carbon permits are at record highs too. These give the 
holder the right to emit an amount of greenhouse gases. Because burning coal emits more 
than burning natural gas, expensive carbon permits add even more to the price. 

Another factor is the wind—or lack of it. About a tenth of Europe’s power is generated by the 
wind. In some countries, including Germany and Britain, the share is twice that. Recently, 
however, the air has been unusually still. In Germany, for example, during the first two 
weeks of September wind-power generation was 50% below its five-year average, says Roy 
Manuell of ICIS, a research firm. 

The high power prices are most pronounced in Britain. That is because it is particularly 
reliant on gas and wind. The two sources generate about 60% of British electricity, almost 
twice the European average. Another factor is that Britain is less connected than its 
neighbours to the European grid, which helps to spread the supply and demand of electricity 
across the continent and so makes prices less volatile. That problem was compounded this 
week when an interconnector between Britain and France was shut down because of a fire. 

Analysts expect prices to remain elevated throughout the winter, when demand for heating 
and power peaks. That is bad news for European consumers, who will bear much of the 
cost. Some countries are already trying to protect them. In Spain the cabinet passed 
emergency measures to put a limit on the price of gas and the profits of utility companies. 
Italy’s government is reviewing how electricity bills are calculated. But policymakers will not 
be able to protect consumers from the most extreme impacts of a natural-gas shortage. 
Some analysts think that a particularly cold winter could trigger blackouts. Eye-watering 
utility bills may be the least of Europe’s worries. 

Workers on tap 
The rise of the on-demand economy poses difficult questions for 

workers, companies and politicians 

 

IN THE early 20th century Henry Ford combined moving assembly lines with mass labour to 
make building cars much cheaper and quicker—thus turning the automobile from a rich 
man’s toy into transport for the masses. Today a growing group of entrepreneurs is striving 
to do the same to services, bringing together computer power with freelance workers to 
supply luxuries that were once reserved for the wealthy. Uber provides chauffeurs. Handy 

https://www.economist.com/graphic-detail/2021/04/07/the-world-is-kicking-its-coal-habit-china-is-still-hooked
https://www.economist.com/finance-and-economics/2021/02/24/prices-in-the-worlds-biggest-carbon-market-are-soaring
https://www.economist.com/britain/2021/02/15/how-britain-decarbonised-faster-than-any-other-rich-country
https://www.economist.com/britain/2021/02/15/how-britain-decarbonised-faster-than-any-other-rich-country


 

supplies cleaners. SpoonRocket delivers restaurant meals to your door. Instacart keeps your 
fridge stocked. In San Francisco a young computer programmer can already live like a 
princess. 

Yet this on-demand economy goes much wider than the occasional luxury. Click on 
Medicast’s app, and a doctor will be knocking on your door within two hours. Want a lawyer 
or a consultant? Axiom will supply the former, Eden McCallum the latter. Other companies 
offer prizes to freelances to solve R&D problems or to come up with advertising ideas. And a 
growing number of agencies are delivering freelances of all sorts, such as Freelancer.com 
and Elance-oDesk, which links up 9.3m workers for hire with 3.7m companies. 

The on-demand economy is small, but it is growing quickly (see article). Uber, founded in 
San Francisco in 2009, now operates in 53 countries, had sales exceeding $1 billion in 2014 
and a valuation of $40 billion. Like the moving assembly line, the idea of connecting people 
with freelances to solve their problems sounds simple. But, like mass production, it has 
profound implications for everything from the organisation of work to the nature of the social 
contract in a capitalist society. 

Some of the forces behind the on-demand economy have been around for decades. Ever 
since the 1970s the economy that Henry Ford helped create, with big firms and big trade 
unions, has withered. Manufacturing jobs have been automated out of existence or 
outsourced abroad, while big companies have abandoned lifetime employment. Some 53m 
American workers already work as freelances. 

But two powerful forces are speeding this up and pushing it into ever more parts of the 
economy. The first is technology. Cheap computing power means a lone thespian with an 
Apple Mac can create videos that rival those of Hollywood studios. Complex tasks, such as 
programming a computer or writing a legal brief, can now be divided into their component 
parts—and subcontracted to specialists around the world. The on-demand economy allows 
society to tap into its under-used resources: thus Uber gets people to rent their own cars, 
and InnoCentive lets them rent their spare brain capacity. 

The other great force is changing social habits. Karl Marx said that the world would be 
divided into people who owned the means of production—the idle rich—and people who 
worked for them. In fact it is increasingly being divided between people who have money but 
no time and people who have time but no money. The on-demand economy provides a way 
for these two groups to trade with each other. 

This will push service companies to follow manufacturers and focus on their core 
competencies. The “transaction cost” of using an outsider to fix something (as opposed to 
keeping that function within your company) is falling. Rather than controlling fixed resources, 
on-demand companies are middle-men, arranging connections and overseeing quality. They 
don’t employ full-time lawyers and accountants with guaranteed pay and benefits. Uber 
drivers get paid only when they work and are responsible for their own pensions and health 
care. Risks borne by companies are being pushed back on to individuals—and that has 
consequences for everybody. 

The on-demand economy is already provoking political debate, with Uber at the centre of 
much of it. Many cities, states and countries have banned the ride-sharing company on 
safety or regulatory grounds. Taxi drivers have staged protests against it. Uber drivers have 
gone on strike, demanding better benefits. Techno-optimists dismiss all this as teething 
trouble: the on-demand economy gives consumers greater choice, they argue, while letting 
people work whenever they want. Society gains because idle resources are put to use. Most 
of Uber’s cars would otherwise be parked in the garage. 

https://www.economist.com/briefing/2014/12/30/theres-an-app-for-that


 

The truth is more nuanced. Consumers are clear winners; so are Western workers who 
value flexibility over security, such as women who want to combine work with child-rearing. 
Taxpayers stand to gain if on-demand labour is used to improve efficiency in the provision of 
public services. But workers who value security over flexibility, including a lot of middle-aged 
lawyers, doctors and taxi drivers, feel justifiably threatened. And the on-demand economy 
certainly produces unfairnesses: taxpayers will also end up supporting many contract 
workers who have never built up pensions. 

This sense of nuance should inform policymaking. Governments that outlaw on-demand 
firms are simply handicapping the rest of their economies. But that does not mean they 
should sit on their hands. The ways governments measure employment and wages will have 
to change. Many European tax systems treat freelances as second-class citizens, while 
American states have different rules for “contract workers” that could be tidied up. Too much 
of the welfare state is delivered through employers, especially pensions and health care: 
both should be tied to the individual and made portable, one area where Obamacare was a 
big step forward. 

But even if governments adjust their policies to a more individualistic age, the on-demand 
economy clearly imposes more risk on individuals. People will have to master multiple skills 
if they are to survive in such a world—and keep those skills up to date. Professional sorts in 
big service firms will have to take more responsibility for educating themselves. People will 
also have to learn how to sell themselves, through personal networking and social media or, 
if they are really ambitious, turning themselves into brands. In a more fluid world, everybody 
will need to learn how to manage You Inc 

Task 2- Research and complete factors of production from an Economic standpoint 

Factors of production Definition 
(Economics related) 

Why are they 
important? 

Examples 

Land  

 

  

Labour  

 

  

Capital  

 

  

Entrepreneurship/ Enterprise  

 

  


