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What are Consumers? 
A consumer is a person who buys and uses things. Everyone is a 
consumer because everyone eats, lives in some sort of a house, has 
some sort of transportation and wears clothes.  
 
Consumers and Economics 
Every consumer is a part of an economic system. An economic 
system includes how things are made and how people get those 
things. In an economic system the manufactures create goods based 
on what the consumers wants or needs.  
 
Wants and Needs 
Economics is the study of how people make choices to get the 
things they need and want. Needs are what people must have to 
live. Those things include food, water and shelter.  Wants are the 
things that people want to make their lives more enjoyable. Wants 
include jewelry, bikes, cars and  
toys.  
 
The typical United States family  
spends 98% of their weekly  
paychecks on goods and services. 
A family acts as a consumer when  
they go to the grocery store, sits  
at a restaurant, fills up the gas tank, buys a car or visits Wal-Mart 
and the mall.   

The Gross Domestic Product (GDP) 
The total value of goods produced and services provided in a country during one 
year is called the gross domestic product. Countries figure this value out to 
learn about the health of the economy. 



All About Goods 

Durable Goods 
Long-lasting goods are called durable goods.  
These are goods that do not have to be  
replaced often. Examples of durable goods  
are washing machines, refrigerators, furniture  
and cars. What makes them durable is that  
they do not have to be replaced often. They  
are also big ticket items. They are costly, but  
they do not need to be replaced very often.  
Homes are also considered a durable good because they last a very 
long time. 
 
Consumable Goods 
Consumable goods are either used or get replaced often. For 
example a washing machine is a durable good; however, washing 
detergent is a consumable good. Once it is used in the washing 
machine, it is not able to be used again.  
 
Other examples include gas in  
the car, food, clothing, paper,  
pens, shoes and cleaning  
supplies. As a matter of fact,  
nearly all of the items in your  
local Wal-Mart are  
consumable goods.  
 
Consumers spend a lot of  
money on consumable goods. 
 
 



All About Services 

Services are provided by people. There are millions of jobs in the service 
industry. Teachers, barbers, waiters, housekeepers, pilots, plumbers, 
electricians, carpenters, doctors and lawyers all provide a service for other 
people.  
 
Private Services 
Private services are individuals, or companies, that provide a service for people 
for a fee. Many of the services listed above are private services that people pay 
for. This list is only a short list of many services that are provided for a fee.  
 
You will often see services advertised in ads in the newspaper, magazines or on 
billboards.  
 
Taxes and Public Services 
The government collects taxes from the people. Some of the money raised from 
taxes goes to public services. One of these public services is public education. 
The taxpayers pay the teachers’ salaries and for the school itself. This makes 
education a public service.  
 
Other public services include paying for police departments, fire departments, 
some hospitals, parks and playgrounds.  
 
Another service the government provides is called Welfare. This is a service that 
helps people of low income make it through hard times.  
 
Food stamps is a card that the  
government provides to help  
struggling families purchase  
food. The families can take  
this card to the grocery store  
to get groceries. Taxpayers  
pay for this through income  
taxes.  
 
 
 
 
 



What are Producers? 
Goods have to come from somewhere. So, where do they come 
from? They come from producers. A producer is someone who 
creates and supplies goods or services. Producers combine labor 
and capital to create output—something else.  
 
Businesses are the best examples of producers and are usually 
what economists  
have in mind when  
talking about  
producers.  
However,  
governments are  
producers of some  
kinds of  
services—such as  
police services,  
defense, public schools, and mail delivery—and sometimes goods, 
such as when a government owns the oil fields and oil production.  
 
Households and individuals are producers of non-market goods and 
services such as cleaning, child-rearing, cooked food, etc.  
 
Producers pay wages to workers. Wages include salaries, bonuses, 
and benefits such as health insurance. What producers pay for 
capital is called economic rent. Economic rents include interest 
payments. Anything left over for the owner of the business is 
called economic profit. 
  



Shortage or Surplus? 

Shortage 
When there is not enough of a resource, there is a shortage. There 
are two different examples of a resource shortage. One example of 
a resource shortage is non-renewable  
resources. For example, diamonds, rubies  
and oil are all non-renewable. There are  
only so many of them in the world.  
 
Another example of a resource shortage is  
when a company only releases a certain  
number of an item. Sometimes a car company will only release a 
specific number of cars or an artist will only make a specific number 
of a painting. This makes it scarce.  
 
Surplus 
A surplus is the opposite of a shortage. A surplus happens when a 
producer makes  
more of a product  
that the consumers  
can use. In a surplus,  
there are a lot of the  
product. For example,  
Levi makes a lot of  
blue jeans. Suave  
makes a lot of  
shampoo; more than  
the consumer needs.    
 



Supply and Demand 
One of the most basic concepts of economics is supply and demand. These are really two separate 
things, but they are almost always talked about together. 
 
Supply is how much of something is available. For example, if you have 9 baseball cards, then your 
supply of baseball cards is 9. If you have 6 oranges, then your supply of oranges is 6. 
 
Demand is how much of something people want. It sounds a little bit harder to measure, but it 
really isn't. To measure demand, we can use a very simple numbering system, just like 
the supply one. If 8 people want baseball cards, then we can say that the demand for baseball cards 
is 8. If 6 people want oranges, then we can say that the demand for oranges is 6. 
 
So we have supply, which is how much of something you have, and demand, which is how much of 
something people want. Put the two together, and you have supply and demand. 
 
Now, how do you show the relationship between the two? One way is to use the price of 
something. Generally speaking, the price of something will go up if the demand goes up. Why? 
Because the seller thinks he  can get more money for whatever he is selling. 
 
If more people want something, they will be  
willing to pay more for it. A good example is  
the newest basketball shoes. Everybody wants  
them, and they will be willing to pay more than  
they normally would to get them. The demand  
goes up. Why? Because more people want them.  
The price also goes up.  
 
 
In the same way, the price will go down when the  
demand goes down. When the new style of basketball shoes comes out, everyone wants the new 
shoes. The old shoes don't seem so new anymore. The seller still wants to sell those older shoes, 
since he or she has a lot still in stock. So, the price goes down.  The seller hopes that people will be 
willing to buy the older shoes at a lower price.  
 
What does all this mean? It means that you can track supply and demand by also tracking price. If 
something has a high price, you can usually conclude that the demand for that item is low. In the 
same way, if something has a low price, you can usually conclude that the demand for that item is 
high. 
 
Supply and demand are two very strong market concepts. Studying the two of them can give you a 
good idea of what people like to buy and sell. And you can track both supply and demand by 
comparing the price of an item over time. 



A Market Economy 
People in a market economy value freedom, efficiency, 
security and growth. These values lead people to make good 
choices based on what goods and services are available. If 
people choose to buy the goods, then producers continue to 
make them. If not, then the producer will make a good that 
people want. If the goods are not readily available, then 
exchange or trade is a way of getting the good needed.  
 
Today, most modern economies are mixed economies. In a 
mixed  
economy,  
the market  
produces  
goods based  
on what  
the consumers  
want,  
but the  
government  
can step in and make changes if necessary.  
 
The United States has a market economy, but the 
government makes decisions if necessary. The government 
passes laws to control trade with other countries. Laws 
protect the safety of people, keeping stores from selling 
dangerous goods.  



Name: ____________________                                              Date: _________ 
 

Supply  and Demand 
Comprehension Test 

 
1. Which two statements are true? 

a) Every consumer is a part of an economic system.  
b) Manufactures include only what consumers need. 
c) A consumer is a person who buys and uses things.  
d) The average family spends their entire paycheck on needs.  

 
 

2. Which statement BEST describes durable goods?  
a) Costly products 
b) Goods that do not have to be replaced often.  
c) Goods that get replaced often.  
d) Refrigerators and washing machines 

 
3. Which BEST sentences finishes the sentence.                                        

Public services _________________________. 
a) are food stamps 
b) are services produced by the government with taxes. 
c) government collected taxes 
d) individual people who do services for individuals 

 
 

4. Choose all answers that would serve as evidence for the following claim:   
Producers create and supply goods and services.  

a) Governments provide public schools 
b) Businesses are the main producers.  
c) A plumber provides a service 
d) Any left over money is profit 

 
 

 



Name: ____________________                                                                          Date:_________ 
 
 
Short Answer:  
 
1. What do people in a market economy value? Use text evidence to support your 

answer.  
 
 
 
 
 
 
 
 

 
 
2. If a company releases only 100 editions of a new car, what would you expect to 
happen?  
 
 
 
 
 
 
 
 
 
3.  Name a public service and who benefits the service. 
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Answer Sheet  



Name: ____________________                                                                          Date:_________ 
 
 
Short Answer:  
 
1. What do people in a market economy value? Use text evidence to support your 

answer.  
 
 
 
 
 
 
 
 

 
 
2. If a company releases only 100 editions of a new car, what would you expect to 
happen? Why? 
 
 
 
 
 
 
 
 
 
3.  Name a public service and who benefits the service. 

Answer Sheet  

People in a market economy value freedom, efficiency, 
security and growth. Student should include more details 
from the text or expand on the topic.  

The price of the car would increase because the car supply 
is low. When the supply is low, the price goes up. Student 
should include more details from the text or expand on the 
topic.  

Answers vary 
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Supply and Demand 
Writing Task 1 

 
Describe a company that provides a good or a service. Describe what good or service they provide. Who 
benefits from it?   
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Answer Sheet  
Answers vary 
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Supply and Demand 
Writing Task 2 

 
Explain the law of supply and demand. Use text evidence to support your response.  
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Answer Sheet  
Students should fully explain supply and demand details from 
pages seven and eight to be considered efficient.  
 
Students who incorporate details from pages 3-9 and have correct 
punctuation, paragraphing and sentence structure should be 
considered exemplary.  



Glossary 
Businesses- companies that produce goods and/or services 
 
Consumable goods– goods that are used or preplaced often 
 
consumer –  someone who buys and uses things 
 
demand– how much of something people want 
 
Durable goods– goods that last a long time; therefore not replaced often 
 
Economic rent– what producers pay for capital  
 
Economics – study of how people make choices to get the things they need and want 
 
Economic systems– includes how things are made and how people get those things 
 
Economic profit– anything left over for the owner of the business  
 
Economy – an economic system that consists of production and consumption  of goods 
 
Food stamps– a card that the government provides to help struggling families purchase food 
 
Gross Domestic Product– total value of goods produced in one country during  one year 
 
Manufactures– one who creates goods 
 
Market economy– an economy where the market produces goods based on what consumers want 
 
Mixed Economies – the market produces  goods based on what the consumers want, but the 
government can step in and make changes if necessary 
 
Private services– individuals, or companies, that provide a service for people for a fee 
 
Producers – someone who creates and supplies goods or services 
 
Shortage– when there is not enough of a resource 
 
Surplus–  when a producer makes more of a product that the consumers  use 
 
Wages–  salaries, bonuses, and benefits 




