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Goods, Services, and
Consumers

QILELLY Economic products are goods of
services that are useful, relatively scarce, and
transferable.

Economics & You Every time you buy
something in a store, you act as a consumer. Read

on to learn more about this and other basic economic
vocabulary.

Economics is concerned with economic
products—goods and services that are use-
ful, relatively scarce, and transferable to
others. Economic products help us satisfy
our wants and needs. Because they are both

scarce and useful, they command 3 price.

Goods

There are different types of economic
products. The first one is a good—a useful,
tangible item, such as a book, car, or com-
pact disc player, that satisfies a want. When
manufactured goods are used to produce
other goods and services, they are called
capital goods. An example of a capital good
would be a robot welder in a factory, an
oven in a bakery, or a computer in a high
school. Goods intended for final use by
individuals are consumer goods.

Any good that lasts three years or more
when used on a regular basis is called a
durable good. Durable goods include both
capital goods, such as robot welders, and
consumer goods, such as automobiles. A
nondurable good is an item that lasts for
fewer than three years when used on a regu-
lar basis. Food, writing paper, and most cloth-

ing items are examples of nondurable poods.

Services

The other type of economic product is a
service, or work that is pertormed for
someone. Services include haircuts, home
repairs, and forms of entertainment such as
concerts. They also include the work that
doctors, lawyers, and teachers pertorm.
The difference between a good and a ser-
vice is that a good is tangible, or something,
that can be touched, while a service is not.

Consumers

Consumers are the people who use
goods and services to satisty their wants
and needs. As consumers, people indulge
in consumption, the process of using up
goods and services in order to satisfy wants
and needs.

v/Reading Check Interpreting How are goods,

services, and consumers related?

good tangible
economic product that
15 uselul, relatively
scarce, and
transferable to others

consumer good
good intended for final
use by consumers
rather than businesses

durable good a
good that lasts for at
least three years when
used regularly

nondurable
good a good that
wears out or lasts for
fewer than three years
when used regularly

service work or
labor performed for
someone

Consumer Goods
These students are
using computers

In their school
computer lab
Would you
consider
computers as
durable goods
or nondurable
goods, and why?

13



M"—'————f~

value =0
oy of 3 2000 ¥
NI

A LR

e B s o . 4 L3

x of value

4TI

g oot Al T

~ar st

oS
seopmet TR T
-ty Rl X3
Sopessaa T ¥

b A AL X A

Value, Utility, and Wealth

The value ot d Qoo F e

A0 A scaraty and ulihity

fconomics 8 You  Han amone & thonight

vOu D B0 mh T wometiingt Read on o leaiiy

Ao R NARR of an o detinunad

AN value refers Wy aw atth

an o AAPITAaa Jotlars At cends

thing have value and

nAoes some
e s hings mae valuable than

NS To ansn et hese gquosiions il l\;‘lt‘\

sareview 2 problem Adam Santh a seottish

aacial phiiosaopicet e vk oo

The Paradox of Value
Adam Smuith was one of the st people

o Jesende marketswork Heobsen wl

ATRLN

el as water had a

A1 SOME DEVTRRIies

very low maonetany value O the othaey
vand soIme nonnevesiies sl as
wonds had 2 ven highvadee snnih catled
e contradiotion the paradon ot value,
SONRMMISIN AW That ~catotiy wan feves
AT TOT SO o hanve value sall

axelt could not il evplan

od ont that ror something o have
vahwe ween alse have utility, ov the
CADACUV T e usenal i W pam wle sahintag
on. L s ot somethimg that s tined
or even maasurable ke weht ot hewit
Instoad. thountitv ot SO O SeTL e T
Cotrom one person o the nests (ne
NOTSON TIY St & areat e o satistachion

o Wy 2 Lo
™M { v "":' - ;'1 ™ "‘} ‘
| ,,l\w N
| W &,g W = AN\ i -

{
|
= 1 the Oy anes bt waith value Do a 1
fovale T and yvou T get naarty Q2 milhon lats !
V2 et mefhon f you search e "measure of lt
O yOu Searh R Tmeasunng value © Maybe ;
.,. 3 W L l.‘ W :0‘ t.“.‘! h“) l\(, 1
i
i

‘iﬂ’

A T sl | 1
ental boonomig ( OnCepts

§ g el
Pt b o Cong e another may gt

very e
Gt anathien ey Tl

e peiacn iy enjoy @ vk

RIAL

Value
ot something 10 Tt
in o docidend, it ial B searce and

toy the patra
wentoe and

Ve pnonetary value,

Coniiin

By e utitity Fhisdn the aolution

Digmondn are
. value that

Water has
most

Jdon ol value
Dy e wnkiliny Pinin ey | romsens
alatedd i monetary terine
wearce enongh o in

’Ihvrt'fl)r!',

;.\\\l‘l‘
ulility bt in ol
b vl

placens 1o pive it
or has less mone

AWt ler leinn l'\|“‘llhi\‘l',
tary value thany disimonds

Phe emphanis on monelary value 15
aaportant to econominta Unlike maoral or
v il value whie s the topic of other
o il mdencen, the value of something, in
ter ol dollarm amd cents i a concept that

everyone can eantly understand,

o

Wealth

I an cconomic sense, the accumulation
of products that are tangible, scarce, useful,
andd transterable fromone person to another
owealth, A nation’s wealth s comprised
of all tangible items - including, natural
resautees, Tactories, stores, houses, motels,
theaters, turniture, clothing, books, high-
wavs, video pames, and even basketballs—
that can be exchanged.

While goods are counted as wealth, ser-
vices are not, because they are intangible.
However, this does not mean that services
are not usetul or valuable, Indeed, when
Adam Smith published his famous book
Phie Wealth of Nations in 1776, he was refer-

o
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v specitically to the abilities and skills of

Aanation s ‘\p‘\‘\h\ as ”“\ SOUTCE ““ “,\ Wci\llh.

For Smuth, it a country’s material posses-
stonswere taken away, its people, through
their eftorts and skills, could restore these
possessions: On the other hand, it a coun-
oy s people were taken away, its wealth

would deteriorate,

 Reading Check

Summarlring How are value and
utility related?
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The Circular Flow of
Economic Activity

LIITTD The economic actlwtyln markets
connects individuals and businesses.

Economics & You When you receive 5 paycheck,

do you understand how you fit in the larger economy?
Read on to learn about the flow of conomic activity.

The wealth that an €conomy generates i
made possible by the circylar flow of eco-
nomic activity. The key featyre of this cir-
cular flow is the market, g location or other
mechanism that allows buyers and sellers
to exchange a specific product. Markets
may be local, national, or global—and they
can even exist in cyberspace.

Factor Markets

As shown in Figure 1.3, individuals earn
their incomes in factor markets, where the
factors of production are bought and sold.

, @"“ A3 | The Circular Flow of

This is where entrepreneurs hire labor for
wages and salaries, acquire Jand in return
for rent, and borrow money. The concept of
a factor market is a simplified but realistic
version of the real world. For example, you
participate in the factor market when you
work and sell your labor to an employer.

Product Markets

After individuals receive their income
from the resources they sell in a factor mar-
ket, they spend it in product markets.
These are markets where producers sell
their goods and services. Thus, the wages
and salaries that individuals receive from
businesses in the factor markets returns to
businesses in the product markets.
Businesses then use this money to produce
more goods and services, and the cycle of

economic activity repeats itself.

/Reading Check Explaining What roles do factor
markets and product markets play in the economy?

market meeting
place or mechanism
that allows buyers and
sellers to come
together

factor market
market where the
factors of production
are bought and sold

product market
market where goods
and services are
bought and sold

charts In mtio"

Economic Activity

See StudentWorks™ Plus

or glencoe.com.

Consumer
Business Product Markets spending
income
Goods Goods
Services Services
R e v
i Individuals
[m_‘ Businesses Land
Buy Capital
~ - productive Labor
- = \ resources Entrepreneurs
\ Income from
Payments for Factor Markets resources
resources

B The circular flow diagram shows the high degree of economic interdependence in our econ-
omy I the diagram, the factors of production and the products made from them. ﬂow in one
drection. The money consumers spend on goods and services flows in the opposite direction.

(0N 4] As a consumer, what role do you play in the circular flow of

4 4

economic activity?
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coOonomie
prowth

INCrease in a nalion’s
total output of goods
and services over hime

productivity
measure of the amount
of output produced
with a piven amount of
productive factors

human capital
sum of people's skills,
abilities, health,
knowledge and
motivation

B’ Personal Finance
‘AHandbook

See pages R16-R19
for more information
on education

Productivity and
Economic Growth

TLTITY A nation’s economic growth is due
to several factors.
Economics & You Have you decided yet what
you will do after graduating from high school? Read

on to learn how investing in more education now can
give you a higher lifetime income.

Economic growth occurs whenanation’s
total output of goods and services increases
over time. This means that the circular
tow becomes larger, with more factors of
production, goods, and services flowing in
one direction and more payments in the
opposite direction. Productivity is the most
important factor contributing to economic
growth.

Productivity

Evervone in a society benefits when scarce
resources are used efficiently. This is described
by the term productivity, a measure of the
amount of goods and services produced
with a given amount of resources in a spe-
citic period of time.

@E}u Effect of Education on Income
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Investing in Human Capital

A major contribution to productiviiy
comes from investments in human capital,
the sum of people’s skills, abilities, health
knowledge, and motivation. Government
can invest in human capital by providing
education and health care. Businesses can
invest in training and other programes that
improve the skills of themr workers
Individuals can invest in their own educa
tion by completing high school pomy to
technical school, or attending, college

Figure 1.4 shows that immvestments in
education can have substantial Pavolts
According to the table, high school praduates
earn substantially more than nongraduates

and college graduates make even more than

Average income

Education =
" U

" Males " Females
Less than 9th grade $19,746 $11,492
9th to 12th grade (no diploma) $23,747 : $13,343
High school graduate or equivalent 534,76(; " $20,325
e IS, B Gl ,
Some college, no degree $43,531 825111
e S
Associate degree $45,800 $29,031
N '
Bachelor's degree $65,523 537”373 |
\hﬁ_____,_.____;__.A,_._,.,‘__,_ - ' J
Master's degree $83,189 Sﬁ 945 | }
P Education is invest in h i i 126728 : |
one Way to invest in human capital, Professional degree $126,728 $63,322 g
How : T |
'_mnvme ‘Aﬂﬁk does this type of Doctorate degree $103,939 467 t
e Mt pay off for both employers and , sonre ;
®Ir employees? '
“ Source: U S. Department of Commerce, Bureay of the Census, 2006
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Division of Labor angd
Specialization
LEETRIAR, OF fabor g speciadization can

mprove productivity. Division ot labor ix

Jowav ot \\1':_“.1111.'“\:.‘. work so that cach

mdinvidual worker completes g separate
part of the work. In most cases a worker
who pertorms a tew tasks many times o
dav s likely to be more proticient than o
worker who pertorms hundreds ot ditter
ent tasks in the same period.
Specialization takes place when tactors
ot production pertorm only tasks they can
do better or more vt't'icivntly than others,
The division of labor makes specialization
possible. For example, the assembly of a
product may be broken down into a number
of separate tasks (the division ot labor).
Then each worker can perform the specitic
task he or she does best (specialization).

One axample of the ady antayes offered by
the division ot labor and spectalization s
Henry Ford s use of the assembly ine inauto-
mobile manutacturmg, Hay ing cach worker
add one part to the caqr rather than a tow
workems assembling the entire vehicle, cut the
assembly time of a car from g day: and a half
W ust over 20 minutes—and reduced the

Prce ata new car by more than 50 percent.

Economic Interdependence

The US) cconomy has a remarkable
degree of economic interdependence. This
means that we relv on others, and others
ey on us to provide most of the goods
and services we consume. As a result,
events moone part of the world often have
a dramatic mpact elsewhere.

This does not mean that mterdependence
wnecessarily bad. The gains in productivity
and income that result from specialization
almost alwavs offset the costs associated

with the loss of selt-sutticiency.

LA UTEETD Analyzing What role does spe-
cialization play in the productivity of an economy?

division of labor
division of work into g
number of separate
tasks to be performed
by different warkers

specialization
assignment of tasks to
the workers, factories,
regions, or nations that
can perform them
more efficiently

economic
interdependence
mutual dependency of
one person'’s, firm's, or
region'’s economic
activities on another's

;H-! Skills Handbook

(1]]
See page R40 to
learn about Analyzing
Information.

Vocabulary

1. Explain the significance of good, consumer good, durable

utility, wealth, market, factor market, prodqct mgrkgt,
economic growth, productivity, human capital, division of
labor, specialization, and economic interdependence.

Main Ideas

2. Explaining How do goods and services differ?
3. Organizing Use a graphic organizer similar to the one

Critical Thinking
5. How is value related to scarcity and utility?

good, nondurable good, service, value, paradox of value, 6. Drawing Conclusions Why is investing in human

capital beneficial?

7. Analyzing Visuals Look at Figure 1.3. How can individu-
als increase the flow of circular activity? What effect would

this increase have on the other parts of the economy?
8. Inferring How might major events such as labor strikes

below to describe the different transactions that take

place in product markets.

SR—
Product Market
> -

- 4. Describing How is economic growth related to
: prOdUCtIVIty? ..................................................................
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affect you and your community? Select a possible event
and write a brief paragraph about the potential effects.

9. Specialization Provide at least three examples each of

specialized workers and specialized capital that are used
. in your school to provide the service of education. How
would productivity change if they were not available to

your school?
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